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Condensed Consolidated Income Statement

AEETERARAA ([ARF])
Ex([Ex))lRzE=zg ([E=F
GMASEMH  ARARENERA
((FEEDHEE-T—Z—FA=+
BLERNEAZAREELZBAZEEE
BER T —FRAZLBRET

The board (the “Board”) of directors (the
“Directors”) of Tiande Chemical Holdings
Limited (the “Company”) is pleased to announce
the unaudited condensed consolidated results
of the Company and its subsidiaries (the
“Group”) for the six months ended 30 June 2012

KE iz T : together with the comparative figures for the
corresponding period in 2011 and appended the
notes as follows:

BEAA=1THLAKEA
Six months ended 30 June
—E——F —ET——fF
2012 201
AR®T T AREEF T
RMB’000 RMB'000
(REEERZ) (RegemEz)
(Unaudited) (Unaudited)

BT Turnover 509,808 457,861

HE R A Cost of sales (391,347) (347.309)

EF Gross profit 118,461 110,552

H g A Other income 2,955 2,186

HERX Selling expenses (11,433) (11,010)

THAX Administrative expenses (15,166) (15,400)

B 7% B AR Finance costs (5,686) (3,336)

bR BT 1S B AR 7 Profit before income tax 89,131 82,992

P57 B 2 Income tax expense (16,793) (16,497)

RNANTHEE AFEL Profit for the period

7S HA g attributable to the
owners of the Company 72,338 66,495
FLETE AR AFEEA A Earnings per share for
FE(EREHFI T = profit attributable to the
ZHBEEF owners of the Company
for the period
AK®0.085;t ARM0.0797T
—EH K — Basic RMBO0.085 RMBO0.079
AK#®0.085;t ARM0.0797T
—#E - Diluted RMBO0.085 RMB0.079
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Condensed Consolidated Statement of Comprehensive Income

BZEAA=+HLAEA
Six months ended 30 June

—E—-fF —E——F
2012 201
AR® T AREFT
RMB’000 RMB'000
(REEER) (RE&EZ)
(unaudited) (unaudited)
7K B3& 7 Profit for the period 72,338 66,495
Hib 2@z (%) Other comprehensive
income/(expense)
HMEGINERRBEIRAR  Exchange gain/(loss) on
EEZER W translation of financial
(EE) statements of foreign
operations 105 (372)
AEFH 2 Other comprehensive
(FAX) income/(expense)
for the period 105 (372)
EN/NSIE ¥ DN 2 Total comprehensive income
A EEKEBTE for the period attributable
to the owners of
the Company 72,443 66,123
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Condensed Consolidated Statement of Financial Position

—g-=& -z %
ANA=+RB +=-—A=+—H
30 June 31 December

2012 201
=3 AR%T T AREFT
Notes RMB’000 RMB'000
(REEXZ) (&%)
(unaudited) (audited)
EENRGE ASSETS AND LIABILITIES
kRBEE Non-current assets
Y- BB & Property, plant and
Bgi] equipment 10 411,779 399,279
BN EE Prepaid land lease
FIH payments 54,647 55,294
"EME Investment
properties 12,440 12,440
BEWE WE Deposits paid for
L&z acquisition of
EfET & property, plant and
equipment 11 17,880 2,432
R — R RE Interests in a jointly
E%‘i‘iZ%é controlled entity 28,773 -
EEFIBEEE Deferred tax assets 31 63
525,550 469,508
REEE Current assets
FE Inventories 63,850 85,529
B RKER Trade and bills
EREE receivable 12 217,647 210,348
TE RIA R EAD Prepayments and other
& W Fk 18 receivables 15,252 15,577
g — 2R £ [E 5] Amount due from a
BiE5IB jointly controlled
entity 524 -
BEHEFRITER Pledged bank deposits = 13,400
IRITHIE S &8 Bank and cash balances 74,655 63,889
371,928 388,743
REAE Current liabilities
ESENMNE Trade payables 13 20,260 37,851
FERT R BRR Accruals and other
HAth & Hm payables 46,007 53,654
RITEE Bank borrowings 88,000 70,000
mEHEEE Current tax liabilities 11,646 9,681
165,913 171,186
REBEEFEE Net current assets 206,015 217557
BEEMABEMRE Total assets less
current liabilities 731,565 687,065
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Condensed Consolidated Statement of Financial Position

—E-C—F —E——%F
~A=+tH +=-A=+—H
30 June 31 December
2012 2011
iokza AR®T T AREFT
Notes RMB’000 RMB'000
(RECEX) (K5 i%)
(unaudited) (audited)
IRBEE Non-current liabilities
RITEE Bank borrowings 33,000 39,000
I IE YA Deferred income 14,560 15,931
RERIBEE Deferred tax liabilities 2,489 2,463
50,049 57394
EEFE Net assets 681,516 629,671
R EQUITY
EATEBA Equity attributable to
FEfhRE R the Company’s owners
[N Share capital 14 7,786 7786
fWiE Reserves 673,730 621,885
R Total equity 681,516 629,671
2= EFFI
LIU HONGLIANG WANG ZIJIANG
EFE EZE
Director Director
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Condensed Consolidated Statement of Cash Flows

BEAA=+tHLEREA
Six months ended 30 June

—E--F —E——F
2012 201
AR%T T AREFT
RMB’000 RMB'000
(REEX) (REEEZ)
(unaudited) (unaudited)
REEBEMBZ Net cash generated from
ReFE operating activities 96,315 88,464
REEBEEZ Cash flows from investing
ReRE activities
BEWE BEK Purchases of property, plant
B3] and equipment (40,326) (39,596)
BEWE HER Deposits paid for acquisition
HEZENET 2 of property, plant and
equipment (15,448) (293)
A — K EHE Investments in a jointly
BERIIRESRE controlled entity (28,773) -
B —RERZE S Advances to a jointly
EEEFIE controlled entity (524) -
“ib?%i = & Proceeds on disposals of
B2 TS FIE property plant and
equipment 7 69
EEAIRITFFM L Decrease in pledged
bank deposits 13,400 10,500
2 B Interest received 429 165
REEBEMAZ Net cash used in
RETFE investing activities (71,235) (29,155)
MEEBELEZ Cash flows from
REeERE financing activities
BEfKRE Dividends paid (20,760) (32,012)
BERFLE Interest paid (5,660) (3,356)
& ﬁfifﬂ 1= Repayments of bank
borrowings (77,610) (32,224)
FIGIRITEE New bank borrowings raised 89,610 66,324
EREREEITE Proceeds from issue of new
mETHRZ shares upon exercise of
Fri5 538 share options — 1,183
MEEKMAZ Net cash used in
HeRE financing activities (14,420) (85)
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Condensed Consolidated Statement of Cash Flows

BEAA=+tHLEREA
Six months ended 30 June

—E--F —E——F
2012 201
ARET T AREFT
RMB’000 RMB'000
(REEX) (REEEZ)
(unaudited) (unaudited)
HERBELEMEER Netincrease in cash and
BinFE cash equivalents 10,660 59,224
HOzHEER Cash and cash equivalents
HeL@EER at the beginning of
the period 63,889 42,382
IEERSE 2 Effect of foreign exchange
rate changes 106 (360)
HRZ2EER Cash and cash equivalents
ReZEEER at the end of the period 74,655 101,246
BE&REELZEMEE Analysis of balances of cash
DA and cash equivalents
IRITRIR S LR Bank and cash balances 74,655 101,246

o
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Condensed Consolidated Statement of Changes in Equity

HE-_T——FXA=+HLEAHEA
For the six months ended 30 June 2012

REEH
Unaudited
HBH
§ NEER HeRE  RAZR  OAWEX
BE  BHER  BREE RBORE L ps: 53 L] L1 @ REEY  RiERs i1
Share- Foreign
Surplus  Property Public based Capital  currency
Share Share Special reserve  revaluation welfare  payment contribution translation  Retained  Proposed
capital  premium reserve fund reserve fund reserve reserve reserve profits dividend Total
ARBTZ ARMTT ARETRZ ARMTZ ARMTZ ARBTZ ARMTZ ARETRZ ARMTZ ARBTZ ARBTZ ARMTz
RMB000  RMB'0O0  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
R=2-Z£-F-8 Balance as at 1 January 2012
&8 7786 106,333 31,182 3794 1,653 633 = 5,169 (1,967) 420,178 20,760 629,671
BHRE Dividend paid (note 8] - - - - = - - - - - (207600 (20,760)
Eﬁ%ﬁﬂﬂmiﬁ Equity-settled share-based
ZRER payments expenses - - - - - - - 162 - - - 162
REEARS Transactions with owners - - - - - - - 162 - - (20,760)  (20,598)
ks b3 Profit for the period - - - - - - - - - 72,338 - 72,338
Ef2ENE Other comprehensive income
ATSNEBHEER Exchange gain on translation
EEZERNE of financial statements of
foreign operations - - - - - - - - 105 - - 105
BR2EUREE  Total comprehensive income
for the period - - - - - - - - 105 72,338 - 2443
Ho-2% Balance s at 30 June 2012
AAZTRER 7786 106,333 31,182 37944 1653 633 - 5,331 (1862 492516 - 681516
BE_Z——FXA=THILREAR
For the six months ended 30 June 2011
AIER
Unaudited
= Mﬂg’ﬁ y 4 b
NEER xfzBE  RAEE OSMER -
BE  BBEE SIRE BEOHE k1 P53 Ei 1 #E 2 Siis
Share- Foreign
Surplus  Property Public based Capital ~ currency
Share Share Special reserve  revaluation welfare payment  contribution ~ translation Retained  Proposed
capital ~ premium reserve fund 1EServe fund reserve reserve reserve  profits  dividends Total
ARBTR ARBTR ARBTR ARBTRL ARETR ARMTR ARBTR AR®TR ARSTR ARHTR ARETR ARRTR
RMB'000  RMB'000  RMB'O00  RMB'000  RMB'000  RMBO00  RMB000  RMB'000  RMB000  RMB'000  RMB'000  RMB'000
Balance as at 1 January 2011
4218 108,177 31,182 30,144 1,359 633 530 4,162 (1278 316,378 3,01 527515
Dividends paid (note 8/ - - - - - - - - - - (32.012) (32,012)
Issue of new shares upon
exercise of share options 18 1,708 - - - - (543} - - - - 1,183
R Bonus issue of shares 3,552 (3,552) - - - - - - - - - -
RELELRHEMZ Equitysettled share-based
FERX Dayments expenses - - - - - - 13 506 - - - 519
BREARS Transactions with owners 3570 1,844) - - - - 8301 506 - - B 30310
AHEH Proitfor the period - - - - - - - - - 66495 - 664%5
iﬁ%ﬂﬂ % Other comprehensive expense
BESNEBIBER Exchange loss on translation
E&Z[Mﬁ}ﬁ of financial statements of
foreign operations - - - - - - - - (372) - - 372/
Total comprehensive income for
the period - - - - - - - - (372 66,495 - 66,123
Balance as at 30 June 2011
7786 106,333 31,182 30,144 1,359 633 - 4,668 (16500 382,873 - 563,328

10
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Notes to the Condensed Consolidated Financial Statements

—RER MR B

Apdlr—HMEREHSIRE
eSS AREFMA 2 #
R =l /NS R NN S
£ 2 H ik ACricket Square,
Hutchins Drive, PO. Box 2681,
Grand Cayman KY1-1111,
Cayman lIslands ° KA &) Z &
MREEBBMERZMBERR A
([HERRFT]) Emhe

ARBDEBXEBR/REER - A
SETEXB R BENE
ERALIER-

REBSERERRRABERBR
LEBEMK Iz EEEEER

NGIR

REBBE-Z-——FR A=+
BlEAREAZAREEXZHRE
ERHBBHRR ([ REEXE
RUBER]) DIRE B G
~E([BEgtmag]) Bk
ZERBEER(TEE G A
A1) 345 [ MBS 3R E | &
B s EmRR ([ LR
ADKET A2 BERARERTE
i 4w % -

General information and basis of
preparation

The Company was incorporated in the
Cayman Islands as an exempted company
with limited liability under the Companies
Law of the Cayman Islands. The address
of its registered office is Cricket Square,
Hutchins Drive, PO. Box 2681, Grand
Cayman KY1-1111, Cayman Islands. The
Company's shares are listed on The Stock
Exchange of Hong Kong Limited (the
“Stock Exchange”).

The principal activity of the Company
is investment holding. The principal
activities of the Group are research and
development, manufacture and sales of
fine chemical products.

The ultimate holding company of the Group
is Cheerhill Group Limited, a company
incorporated in the British Virgin Islands.

The unaudited condensed consolidated
interim financial statements for the
six months ended 30 June 2012 (the
“Unaudited Condensed Financial
Information”) have been prepared in
accordance with Hong Kong Accounting
Standard (“HKAS"”) 34 “Interim Financial
Reporting” issued by the Hong Kong
Institute of Certified Public Accountants
(the “"HKICPA") and the applicable
disclosure requirements of Appendix 16
to the Rules Governing the Listing of
Securities on the Stock Exchange (the
“Listing Rules”).
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Notes to the Condensed Consolidated Financial Statements

—RER KRB AR
(#)
AREZEAMBEMAL KRB
FEVBHERAFZNMEEH
MFEER YREAEEEE
—E-—F+_A=t—HLF
BEzEEHBRER ([ZF——
FEFBHREK]) —HHE-

BRI TR RSB RT BB T 3R
SEA([FEHBHRSEEA])
(BEMELEABGMAEMR
B A 2 @RI B A B EwE %
Al ([HEEMBREEL]) &
BE R KR RELR
REZERPBERSAERZ
SR EREGE T ——FEH
BMRBRESE — B

REEZEAMBEERAARE
(TARE D) 27 MAREIRS
ARRZ 2B RAEEER
EEMBARZNELER K
SERPEIN A ZBEED
BREAESKEANTA -

ARELEAMBENCR -F
——FNA=T-HEEESH
T E

General information and basis of
preparation (Continued)

The Unaudited Condensed Financial
Information does not include all the
information and disclosures required in the
annual financial statements, and should be
read in conjunction with the Group's annual
financial statements for the year ended 31
December 2011 (the “2011 Annual Financial
Statements”).

The Unaudited Condensed Financial
Information has been prepared in
accordance with the same accounting
policies adopted in the 2011 Annual
Financial Statements, except for the
adoption of the new and revised Hong
Kong Financial Reporting Standards
("HKFRSs"), which collective term
includes all applicable individual Hong Kong
Financial Reporting Standards (“HKFRS"),
Hong Kong Accounting Standards and
Interpretations issued by the HKICPA.

The Unaudited Condensed Financial
Information is presented in Renminbi
("RMB") which is the Company's
presentation currency and functional
currency of the principal operating
subsidiaries of the Group and all values are
rounded to the nearest thousands except
when otherwise stated.

The Unaudited Condensed Financial

Information has been approved for issue by
the Board on 31 August 2012.

12
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Notes to the Condensed Consolidated Financial Statements

2. RSB RT B EY
% E 2R
B AEEEERBEES
SR A E EM 2 AT EER 4
BT B ARZE U E
BEHERRRE T ——F—
A— ARz FEHRz2AEE
B RE B

FEMBHRE BEUBHRE
RAFE7THRz  EAIFETHR

1BET AR (&R TA:
T -
BEEE]
ZAERT AR
BB EL BEEIER
F12% 2 F12% [ F7
[ETIR:N BB BT
Fm: e
HEEEE
Bl 1Bz
FiN

BR DA T SRR S - BRAN L SR AT
MBI BRAMBREENTE
REREBRYE_T——FEHY
MR P RIR 2 SR HUR -

Adoption of new or amended
HKFRSs

In the current period, the Group has
applied for the first time the following
new and revised standards, amendments
and interpretations issued by the HKICPA,
which are relevant to and effective for the
Group's financial statements for the annual
period beginning on 1 January 2012:

HKFRS 7 Amendments to
Amendments HKFRS 7 Financial
Instruments:

Disclosures — Transfers
of Financial Assets

HKAS 12 Amendments to HKAS
Amendments 12 Income Taxes —
Deferred Tax: Recovery
of Underlying Assets

Other than as noted below, the adoption
of these new and revised HKFRSs did not
change the Group's accounting policies
as followed in the preparation of the 2011
Annual Financial Statements.

)
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Notes to the Condensed Consolidated Financial Statements

ERANFTR] SNSRI BB B
HmERER (&)
BB ERE129 2 BT K
—E——F—HA—HiE - XxE
B R AGEETIE : WRIBEE E
BE-EFBSFEAFE 12928
RIS W B HFREEEE
BIZE405R [MEREIRHAR
BEEAGTEREYMEMELD
EFERIE 2 € 5T K - A8
i AEE BB EE AR
BEMEELNELEHIER  JE
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FBAE DM EFR - A Bt
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BISE12E 2 IER] A AE B EE
B ATeBERZE-

(5]

BEEEY EAEKRERZHE
KRBT BB B HEE/HE
SHAEE 2 ZERPHERRE
BERYE-

Adoption of new or amended
HKFRSs (Continued)

HKAS 12 Amendments

From 1 January 2012, the Group adopted
Deferred Tax: Recovery of Underlying
Assets — Amendments to HKAS 12 and
changed its accounting policy on measuring
deferred tax arising from investment
property that is measured using the fair
value model in HKAS 40 Investment
Property. As a result of the change, the
Group now measures any deferred tax
arising from investment property using a
rebuttable presumption that the carrying
amount of the property will be recovered
entirely through sale. The presumption is
rebutted if the property is depreciable and
is held within a business model whose
objective is to consume substantially all
of the economic benefits embodied in the
properties over time. The adoption of HKAS
12 Amendments does not have any impact
on the results and the financial position of
the Group.

The Directors anticipate that the application
of new and revised HKFRSs but not yet
effective will have no material impact on
the results and the financial position of the
Group.

14



B ECEE ek

Notes to the Condensed Consolidated Financial Statements

7 2R & 1
PTESCHAEBUT 2 AR
S R RBERIE REE S -

() BB R EEEER:
BOBENEERLER
HEHE®:

i) BEER GR MR
ERFEER

(i) ELBEKETFEM:
HOBEMHEERLER
HTHES:

(iv) FEA oM e THE @ o
o BUE NI E RO M
fETHER: &

v EAEEmR: HEHEWBE

Em- flmzine

REDBIREHED ML EZE
BER MEBAETERE—
HEEEL -SR2DHMADRE
2 REZEEE S LR A
Pi 5 B9 B R DA R a5 HE B 75 2t
THER-MESESEHEERTD
2R FEET B mSNRUER R B
& & E -

REE—ZE——FXA=1+HIF
NERA AERREELE DR
EE2W/OMWENRBEZAES
V- BRAR A B b BT SR

Interim Report 2012 Tiande Chemical Holdings Limited

Segment information

The executive Directors have identified the
Group's five product and service lines as its
operating segments.

(i) Cyanoacetic acid and its ester
products: Research and development,
manufacture and sale of cyanoacetic
acid and its ester products;

(i) Alcohol products: Research and
development, manufacture and sale of
alcohol products;

(iii)  Chloroacetic acid and its derivative
products: Research and development,
manufacture and sale of chloroacetic
acid and its derivative products;

(iv) Fine petrochemical products:
Research and development,
manufacture and sale of fine
petrochemical products; and

(v)  Other by-products: Sale of other by-
products, e.g. steam.

These operating segments are monitored
and strategic decisions are made on the
basis of adjusted segment operating
results. Each of these operating segments
is managed separately as each of the
product and service lines requires different
resources as well as marketing approaches.
Inter-segment sales are priced with
reference to prices charged to external
parties for similar orders.

During the six months ended 30 June
2012, there have been no changes from
prior periods in the measurement methods
used to determine operating segments and
reported segment profit or loss.

5
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Notes to the Condensed Consolidated Financial Statements

3. DEER (&) 3. Segment information (Continued)

BE-E-“EXAZTBLEAMEA
Six months ended 30 June 2012

RZEBR 8RR BAER
EBRER BEER ATHER (IFER HtEER #E
Cyanoacetic Chloroacetic
acid and acid and its Fine
its ester Alcohol derivative petrochemical Other
d | d d by-prod Total

ABBTRE ARMTR ABBTR ARMTR  ABETR  ARMTR
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
(RERE)  (REFE)  (RERE)  (REFH)  (REFR)  (REFR)

(unaudited) ( d | dited)
3 Revenue:
RESNREF External customers 423,929 21378 19,804 29,553 9,144 509,808
BBz hE Inter-segment revenue 102 69,791 99,298 - - 169,191
2RI Pz U Reportable segment
revenue 424,031 97,169 119,102 29,553 9,144 678,999
2RI PR Reportable segment
profit 98,112 6,454 48,508 729 1,809 155,612
2RI P EE Reportable segment
assets 404,686 22,614 90,926 24,367 70,200 612,793
BE-T-—F/AZTHIEAEA
Six months ended 30 June 2011
fLER BLER BARH
HEEER ERER HTHER LIEER  HpAER 28
Cyanoacetic Chloroacetic
acid and acid and its Fine
its ester Alcohol derivative  petrochemical Other
products products products products by-products Total
ARBTL  ARBTT  ARBTE ARETR ARETR  ARET:R
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
(REER)  (RBE%)  (REER)  (REER) (REER)  (REER)
(unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
g Revenue:
RENAEP External customers 413,630 26,130 4,309 9,39 4,39 457861
A RE Inter-segment revenue - 21,495 101,817 - 826 124,138
DE:DEpAe: Reportable segment
revenue 413,630 47625 106,126 9,396 5,222 581,999
ARRAP2EF Reportable segment profit 94,953 2,366 37227 1,616 954 137115
AZRA P EE Reportable segment assets 338,783 17,101 81,064 20,464 73,156 530,568

16
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Notes to the Condensed Consolidated Financial Statements

3. DEER (&) 3. Segment information (Continued)
MAEREE S HAZRS 2 EIB The totals presented for the Group's
BERAREEI S HRERFE5H operating segments reconcile to the

ZUBEBRZEERAT Group's key financial figures as presented

in the financial statements as follows:

BEAA=+HLAEA
Six months ended 30 June

—EB-CfF —F——%F
2012 201
AR¥ T AREF T
RMB’000 RMB'000
(REBER) (RE&EZ)
(unaudited) (unaudited)
A 23 HE 2 WzE  Reportable segment revenue 678,999 581,999
o P 2 Wz Elimination of intersegment
revenue (169,191) (124,138)
AEE W= Group revenue 509,808 457861
BZEAA=+HLA<EA
Six months ended 30 June
—E-CfF T ——%F
2012 201
ARET T AREF T
RMB’000 RMB'000
(REBER) (RE&EZ)
(unaudited) (unaudited)
A2 o e 2% F  Reportable segment profit 155,612 137115
BEWEHRELWA  Rental income from
investment properties 289 274
& & 4 B DA RR 1D Equity-settled share-based
Y ZHERY payments expenses (162) (519)
B 75 AR A Finance costs (5,686) (3,336)
TEEDER 2 Corporate unallocated
ERA income 588 491
TEEDE 2 Corporate unallocated
PEMX expenses (15,881) (15,096)
EIH DM 2% K Elimination of
inter-segment profit (45,629) (35,937)
b P15 B AR A Profit before income tax 89,131 82,992
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4. BFRBREMEA 4.
AEBEEBALEEE LR
2 M - TS R R N

Turnover and other income
Turnover of the Group, which is the
revenue from the Group's principal

R HMUY AT activities, and other income recognised
during the period are as follows:
BEAA=+HLAEA
Six months ended 30 June
—2——fF —T——%F
2012 201
AR T ARETTT
RMB’000 RMB'000
(REBER) (Regemz)
(unaudited) (unaudited)
B Turnover
HER LB R Sales of cyanoacetic acid and

ERSEE @ its ester products 423,929 413,630
HEEHESD Sales of alcohol products 27,378 26,130
HERALE R Sales of chloroacetic acid and

HETFEM its derivative products 19,804 4,309
HE B AR Sales of fine petrochemical

{EITHRESR products 29,553 9,396
HEHMBIER Sales of other by-products 9,144 4,396

509,808 457861
Heth g A Other income
BT 435 B Government grants 330 176
F 2 WA Interest income 429 165
R RE R A B [ Release of deferred income 1,370 1,370
el A Rental income 289 274
HEYE -BWEN  Gain on disposal of property,

B plant and equipment 4 -
I H e Exchange gain, net 60 -
MIEMA Sundry income 473 201

2,955 2,186

18



Interim Report 2012 Tiande Chemical Holdings Limited

B ECEE ek

Notes to the Condensed Consolidated Financial Statements

5. BFMERKAR 5. Finance costs
BEAA=+HLA<HEA
Six months ended 30 June
—E——fF —E——F
2012 201
AR¥T T AREF T
RMB’000 RMB'000
(REEERZ) (REEEZ)
(unaudited) (unaudited)
AT &IEZ Interest charges on:
FERX:
—-RAEFR — Bank loans wholly
PRHEEY repayable within
SRITE R five years 5,058 3,336
—BhIREE — Discounted bills 628 -
5,686 3,336

6. FRATISHL A A

6. Profit before income tax

BEAA=+HLAEA
Six months ended 30 June

—E—=fF —E——F
2012 2011
AR®F AREFIT
RMB’000 RMB'000
(REBER) (RE&EZ)
(unaudited) (unaudited)
B P15 B4 A& K Profit before income tax is
2k, (5t A):  arrived at after charging/
(crediting):
EE10 Directors’ remuneration
—He - Fees 154 158
— ¥ & ROER — Salaries and allowances 1,668 1,576
—iRIKTEFIET &I - Retirement benefit
R scheme contributions 39 36
1,861 1547 0
H 8 TAA Other staff costs 23,471 19,074
EREFEHEIEFN Retirement benefit scheme
contributions 1,453 1,204
& 18 4 B A RR D Equity-settled share-based
TR ZHERE payments expenses 162 519
@8 TRA Total staff costs 26,947 22,567
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6. FRATSELRIER (4)

6. Profit before income tax (Continued)

BZEAA=+HLA<EA
Six months ended 30 June

—E-—F —T——%F
2012 201
AR®ET T AREF T
RMB’000 RMB'000
(REERZ) (Raesz)
(unaudited) (unaudited)
JEA LM ERE  Amortisation of prepaid land
T%ﬁ iz lease payments 647 647
R AMYZ1FE Cost of inventories recognised
ﬁJZ$ (H1aE) - as an expense (note),
15 including 382,769 339,406
—FEBEMMZE - Write-down of inventories
AT EE to net realisable value 300 1
*WﬁiT‘ ‘337% - Reversal of write-down
BxGFEEEB of inventories to net
pACE: realisable value (106) (553)
Y% BB M %% 2 Depreciation on property,
e plant and equipment 21,625 19,791
SRIE N (W), Exchange (gain)/loss, net
B (60) 478
ﬁﬁﬁfﬂ L E45) Minimum lease payments
F TE% 18 T &K under operating leases in
T ‘if respect of leasehold
properties 399 278
e W AR N Rental income less outgoings (283) (251)
HREWAZ Direct operating expenses
Tﬁﬁ%%ﬁﬁ?ﬁiﬁ’ﬂ arising from investment
BHELERX properties that generated
rental income 6 23
i 75 A AR Research costs 1,195 852

Mt FERARBEHARYE
20,434,000 (BHE=-F— —F
ANAZTHIERNBEA: AR%
18,607,0007C ) 2 AH BA 47 & 5 32 &2
# AR %19,758,000T (HE=T
——F®XNA=t+HIEXRMEA:A
R %16,052,0007T) Z #f8 8 T
7N o

FEEEZHMASEHNARYE
106,000 (HE =T ——4F XA
=+ HBI1EREA: ARM553,000
L) ERE REREWFENTS
BREHANBFH -

Note: Cost of inventories includes approximately
RMB20,434,000 (six months ended 30 June 2011:
RMB18,607,000) relating to depreciation expenses
and approximately RMB19,758,000 (six months
ended 30 June 2011: RMB16,052,000) relating to
staff costs.

The write-down of inventories of approximately
RMB106,000 (six months ended 30 June 2011:
RMB553,000) was reversed as the market price of
these inventories was increased during the period.
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7 FERAX 7

Income tax expense

BEAA=+HLAEA
Six months ended 30 June

—EB-CfF —F——%F
2012 201
AR¥ TR AREF T
RMB’000 RMB'000
(REEERZ) (RE&EZ)
(unaudited) (unaudited)

BVHARE 18 — Current tax — PRC Enterprise
ERER Income Tax 16,735 16,440
IR IR Deferred tax 58 57
16,793 16,497

HAAEEZ WAL IFETBE
ERKREER MAEELES
MEHER (BE-Z2——FRK
A=+tBIENER &) -

MO RZELCBER DA RS
MIEBERABDAZARNZ
PEGEMSHE25% (BRE
E-——FRXA=THIEREA:
25% ) B B bR AS R -

LBESMETERRRARE
Nz PBIBEMSHE25% (H
E-T-—FRXA=ZTHLR
BA R EBEHRMEERREX
24% ) M BRI DEMEHR-

No provision for Hong Kong Profits Tax has
been made as the Group's income neither
arises in nor derives from Hong Kong (six
months ended 30 June 2011: Nil).

Weifang Common Chem Co., Ltd. and
Weifang Parasia Chem Co., Ltd. are subject
to PRC Enterprise Income Tax at the rate of
25% for the period (six months ended 30
June 2011: 25%).

Shanghai Dehong Chemical Company
Limited is subject to PRC Enterprise
Income Tax at the rate of 256% for the
period (six months ended 30 June 2011:
24%, being the applicable tax rate in
Shanghai Pudong New District).
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FRiEmms (&) 7. Income tax expense (Continued)
IRIE AR R BUE AR - A Pursuant to the relevant laws and
HEHRIEIER AR ([HHE regulations in the PRC, Weifang Binhai
BEERZBEREHAETEH Petro-Chem Co., Ltd. (“Weifang Binhai")
HEHEER - AR RRGEE is eligible for certain tax holidays and
B2 AHE EENFER concessions in the PRC. The tax holidays
EE2REMBEFEMSH H and concessions are in the form of
% =F 0] ZE50%EATHER two years tax exemption from the first
%o AL TH S A EEFFE profitable year, followed by a 50%
EROERE 2 EEHEI125% reduction of the applicable tax rate in the
(Bz—z2——F X A=+8L following three years. PRC Enterprise
NE A 12.5% ) B B S 1E Income Tax has been provided for Weifang
PRS- Binhai at the preferential rate of 12.5% for
the period as this is the fifth profitable year
(six months ended 30 June 2011: 12.5%).
Y B G EVS BT R AL - DUERE A government grant obtained by Weifang
AUEERERETRE BETH Binhai for subsidising the construction
Ma/BEmBEs A EEREE of the production lines and ancillary
I ZHMER TR NFRE facilities for manufacturing of high
REBBLEWA - AR EETER purity isobutylene, polyisobuylene and
—ETEF+A=+—HE® chloro acetic acid which was recognised
X - B B IR 1R RR G A & E 0] F A as a deferred income in 2006. As the
FHBRERARTIES - BH construction has been completed as at
WAREBEABR 2 FEATR 31 December 2007 the deferred income
i o commenced to release to profit or loss over
the useful lives of the relevant assets. Such
income is taxable for the year in which it is
released to profit or loss.
s 8. Dividends
A - #HE2E_T——F+= A During the period, a final dividend for the
“t+—BLEFEZRBERE A year ended 31 December 2011 of 3.0 HK
FRLEBBRIOBIL(HET cents per ordinary share (six months ended
—— &R NA=+HIEANEAR: 30 June 2011: 8.0 HK cents per ordinary
TR E@ARS.08 ML) - HBIAR share), amounting to approximately
#20,760,000T (B2 —ZT—— RMB20,760,000 (six months ended 30
FRA=ZTHLEARNER: AR June 2011: RMB28,455,000) was paid
#%28,455,0007T) L4 AR A to the shareholders of the Company.
KR -BE_T——F+=H No special dividend for the year ended
“+—BLEFEITEFRRE 31 December 2011 was paid to the
(BEZT—F X A=+HL shareholders of the Company (six months

NEA  BREBRLOB &
4 N R#3,5667,0007T) X M4 A
AFIRE

EETEEREE=T——F X
B =+ B8 /<8 AR 2 o] HP
Re (BHE-_Z——F A=+
BIENEA &) -

ended 30 June 2011: 1.0 HK cent per
ordinary share amounting to approximately
RMB3,557,000).

The Directors do not recommend the
payment of any interim dividend for the six
months ended 30 June 2012 (six months
ended 30 June 2011: Nil).
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9. HIRAFN
RN EE AR 2 BRERR
HER N TR 95 0 T Bt

Earnings per share

The calculation of the basic and diluted
earnings per share attributable to the
owners of the Company is based on the
following data:

BZEANBA=1tHLAMEA
Six months ended 30 June

—E——fF —E——%F
2012 201
AR T AREF T
RMB’000 RMB'000
(REBER) (RE&EZ)
(unaudited) (unaudited)
BETESREAARK  Profit for the period
BERAmME 2 attributable to the owners
KATHEA A of the Company for the
JE A 75 B 34 A purposes of basic and
diluted earnings per share 72,338 66,495
ZEREAE

Number of ordinary shares
BEXA=+HLAEA
Six months ended 30 June

—EB-CfF —F——%F
2012 2011
TR F&

‘000 shares ‘000 shares
(REEERZ) (Reesz)

(unaudited) (unaudited)
R BEERER Weighted average number
BFMEZ of ordinary shares for the
Egclienk3 purpose of basic earnings
F19 & per share 846,878 845,571
BELERZ Effect of dilutive potential
wE R ordinary shares:
— MBI — Share options = 856
REEGRES Weighted average number
ANWmEZ of ordinary shares for the
B AR N AE purpose of diluted earnings
T8 per share 846,878 846,427
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10.

1.

SREF &)
BE-_Z——FA=THIEX
& A2 BRERAF  JHREAR
NEl B ANELHBREFAR
¥72,338,0007T (HEZ =T ——
FRAZTHILEARER: AR
66,495,00070) & AR B 1T ¥
8% b0 #E 19 £1846,878,000%
(Bz2=—T—F~A=Z+H1
NME A :845,571,0000% ) 5+ &

HE_ZT——FA=Z+HL~N
& A HA 930 4808 75 358 X @ A%
(BE—_ZT——FA=1H1
NER  FREERR IR EA
NElHEE ANERBRRERARE
66,495,000t X BB BT E
i % b0 # 7 £5 £(846,427,0000%
FE - ZNMEFHRE T ES
P& B K 2 IS P AR 2 R B N b
BEITHE AR B BT BB AR
RANSEREE TFEHTZEBR
hn#E 7 15 81856,0004% ) °

Y
RBEE-_ZT——FA=+H
EREA AEBMBAHAR
#34,100,000C (B2 =T ——
FRAZTHIEANER: AR
30,600,0007C) 2 ¥ B E &
RE WEERMFEODARE
3,000 (BRE-_ZT——49FNA
=t+H1LNEA: AR67000
TIZETHE BERZEE
Ea

BEY X WE&&EZ
EASHES
R-_ZT— _i/\ﬂ +8-m—

FEAE T KRB EYN
% /R AEKR®10,000,0007T (=&
——F &) BHEFABEER
fisE17 -

10.

1.

Earnings per share (Continued)

The calculation of basic earnings per share
for the six months ended 30 June 2012
was based on the profit attributable to the
owners of the Company of RMB72,338,000
(six months ended 30 June 2011:
RMB66,495,000) and on the weighted
average of 846,878,000 (six months ended
30 June 2011: 845,571,000) ordinary shares
in issue during the period.

There were no dilutive potential ordinary
shares for the six month ended 30 June
2012 (six months ended 30 June 2011: the
calculation of diluted earnings per share
was based on the profit attributable to the
owners of the Company of RMB66,495,000
and the weighted average of 846,427,000
ordinary shares in issue during the period,
as used in the basic earnings per share
calculation plus the weighted average
of 856,000 ordinary shares deemed to
be issued at no consideration as if all
the Company's share options have been
exercised).

Property, plant and equipment
During the six months ended 30 June
2012, the Group acquired property, plant
and equipment of approximately RMB34.1
million (six months ended 30 June 2011:
RMB30.6 million) and disposed of certain
items of property, plant and equipment
with net carrying amount of approximately
RMB3,000 (six months ended 30 June
2011: RMB67.000).

Deposits paid for acquisition of
property, plant and equipment

As at 30 June 2012, an amount of RMB10
million (2011: Nil) was paid to a related
party for the acquisition of the buildings,
details of which have been set out in note
17.
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12. EZRYERNEWRRER

12. Trade and bills receivable

—E—-fF —E——F

~A=1+H +=-—A=+—H

30 June 31 December

2012 2011

AR¥ T AREFIT

RMB’000 RMB'000

(REEER) (&%)

(unaudited) (audited)

B 5 kR Trade receivables 102,722 100,304
FE W E 1% Bills receivable 114,925 110,044
217,647 210,348

AEBETEIEPZERYR—
BN F—EAZREATE-E
WRBASTHBZRITEALE
BoRMERS P EREE
ZHRREBNERAAR - BRI
FHEESEERE AEBEEH
00 45 B R YR TR A R A L B RE
2l - ERES HBMRUE
1TE HitREt -

MR B - 5 R R K
e L L v
0T -

The Group allows a credit period normally
ranging from one month to six months to
its trade customers. The bills receivable
are non-interest bearing bank acceptance
bills and aged within six months at both
reporting dates. Each customer has a
maximum credit limit. The Group seeks to
maintain strict control over its outstanding
receivables. Overdue balances are
reviewed regularly by management.

The ageing analysis of trade and bills
receivable at the reporting date, based on
the invoice date, is stated as follows:

—EB-C-F —F——%F

AA=+H +ZA=+—H

30 June 31 December

2012 2011

AR T ARETF T

RMB’000 RMB'000

(REEER) (&%)

(unaudited) (audited)

0£290H 0 to 90 days 178,751 179,374
91£180H 91 to 180 days 36,674 28,647
181Z2365H 181 to 365 days 2,158 2,259
#BiE365H Over 365 days 64 68
217,647 210,348
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12.

13.

B RKENERREIR
(#)

RN IR R ERREES 7K
ETREENEPEM MiKE
BRI AR A8 - RIBBE(RE
B BEERGE ARER
BRWEEREEMABRIARIE
AERERE - Bt BERZEE
REEBERE - AEELEAD
BHEUR S OB E 2 B 5 U

RFFAEMERS-
EERR BHRUBEREKRER

B2 A AR ERE(E 2 A&
BEXEZE REARZELENE
HER A -

g 5 R

REBMEEHERG THOEER
N F30E365H T 5F - R & B
B ZESEMREEZAMME

12.

13.

Trade and bills receivable (Continuead)

Trade and bills receivable related to a large
number of diversified customers for whom
there was no recent history of default.
Based on past credit policy, management
believes that no impairment allowance is
necessary in respect of these balances as
there has not been a significant change
in credit quality and the balances are still
considered to be fully recoverable. The
Group did not hold any collateral in respect
of trade receivables past due but not
impaired.

The Directors considered that the fair
values of trade and bills receivable are
not materially different from their carrying
amounts because these amounts have
short maturity periods.

Trade payables

The Group was granted by its suppliers
credit periods ranging from 30 to 365 days.
The ageing analysis of trade payables at the

ZARE DA : reporting date, based on the invoice date,
is stated as follows:

—E——fF —E——fF

ANA=+H +ZA=+—H

30 June 31 December

2012 2011

ARET T AREFT

RMB’000 RMB'000

(REEER) (FEZ)

(unaudited) (audited)

0£90H 0 to 90 days 19,001 36,914

91£180H 91 to 180 days 539 310

1812365H 181 to 365 days 432 414

#BiE365H Over 365 days 288 213

20,260 37,851
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13.

14.

BHRENER (4)

Interim Report 2012 Tiande Chemical Holdings Limited

13. Trade payables (Continued)

HHEMNRZREERARER
EBE-MERBOEEH BESH
Rz REERAAERE

The carrying amounts of trade payables
are denominated in RMB. All amounts are
short term and hence the carrying amounts

THRIEG R - of trade payables are considered to be a
reasonable approximation of fair values.
AR 7K 14. Share capital
&8
Amount
EBEREE TEr AR%Txn
Number of
ordinary shares HK$'000 RMB’000
ETE Authorised:
BREE.OET Ordinary shares of
LR HK$0.01 each
RZE——F As at 31 December 2011
+ZA=+-8Rk and 30 June 2012
—Z——F
~NA=TH 100,000,000,000 1,000,000
BEARAR: Issued and fully paid:
BREE.OET Ordinary shares of
LR HK$0.01 each
RZE——F As at 31 December 2011,
+-A=+—8" 1 January 2012 and
—E--F 30 June 2012
—A—-Bk (unaudited)
—T-CF
~AZTH
(REEZ) 846,878,000 8,468 7,786
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15.

B

15. Capital commitments

RIEAE AEBZEREE The Group's capital commitments at the
R reporting date are as follows:
—E—-fF —E——F
~B=+H +=-—A=+—H
30 June 31 December
2012 2011
AR T AREFIT
RMB’000 RMB'000
(REEER) (&%)
(unaudited) (audited)
BFEI4{BKEME  Contracted but not
provided for
—ME- -HER - Property, plant and
B equipment (note i)
( /3/7;5?/) 46,045 4,885
—miREIZH|E - Capital contribution
J’Eﬁﬂ’]ﬁ and shareholder’s
NEE ME loan to a jointly
HHRRE controlled entity
B (note ii) 112,122 145,456
158,167 150,341
BIEEEAREI4  Authorised but not
contracted for
—ME- -HWER - Property, plant and
B equipment 154,659 87,901
312,826 238,242
st - Notes:

(i)

(ii)

st AZ AR#8,000,0007T A —
BB AR (MERTE SIS
PR A AT E A ) B
EVE BERSEZABERE-

(i)

‘WE} éﬂ} 8]

ARBRE EEEHEMENS (ii)
FURIHERE - RARRAFZE
ARG W M Z LB MA &R

] (TS%’&EJ)%Q%EE’WI\%
BELEAGEMAARRBERER

H & - @85 B A5,940, OOOE7\7E
(T837)) (#AARK4S,754,000
7%) }11,880,0008 7T (4 A AR
93,507,0007T ) °

Z——_FXA ARAEMA

n=
& A A)JE 43,575,000 K T

N
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Included in the amount was the commitment of
RMB8 million for acquisition of property, plant and
equipment from a related company in which all the
executive Directors have beneficial interests and
can exercise significant influence.

The Company agrees to make the contributions
to a wholly foreign owned enterprise, which is
wholly owned by a jointly controlled entity (the
"JV Company”) in form of registered capital and
shareholder’s loans amounts of EURO ("EUR")
5,940,000 (approximately to RMB46,754,000) and
EUR11,880,000 (approximately to RMB93,507,000)
respectively in accordance with 55% shareholdings
of the Company in the JV Company, which is
subject to satisfaction of a number of conditions
set out in a joint venture agreement.

In June 2012, the Company has injected an amount
of EUR3,575,000 to the JV Company.
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16. DARR D X1+ 2 508 16. Share-based payments

ERESEBERESD
ARRR-TERF+ANAL
o R R A PR et B ([ RS B
el BEERB R EAE
BZRBIERERZ ST 85
REBUEMR B A R SEE R F
ZEE LEAMER HER.
B BERAWESBZHEA
AR 2 7 AR - B
R EFAGIEE—T——F
EHBHERIIR -

PREAA R ARTTEE 2 BT B
T

Equity-settled share option scheme

The Company has approved and adopted
a share option scheme (the “Share
Option Scheme"”) on 4 October 2006
for the purpose of providing incentives
and rewards to the Directors, eligible
employees, suppliers, customers, any
shareholder of each member of the Group
or associated company or any of their
respective associates, and advisers or
consultants of the Group who contribute
to the success of the Group. Details of the
terms of the Share Option Scheme have
been set out in the 2011 Annual Financial
Statements.

Details of the share options outstanding
during the period are as follows:

BEAA=THILAEA
Six months ended 30 June

—E-Cf —T——F
2012 2011
(REBER) (REEER)
(unaudited) (unaudited)
BRE mEFLH Bk TS
A I8 %R 1%E
Weighted Weighted
Number of average  Number of average
share exercise share exercise
option price option price
BT BT
HK$ HK$
REEARTE  Outstanding at
the beginning of
the period - - 2,291,000 0.64
BRI Forfeited during
the period - = (100,000) 0.64
BATE Exercised during the
period - - (2,191,000) 0.64
REAREAITE  Outstanding at the end
of the period - - - 0.64
REIRFF17#  Exercisable at the end
of the period - - - 0.64
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16.

17.

PARR D 32 1 2 R IB (#)
BRELAEBRESS (2)

A HR R 0 4 14 R 1T (8 2 FE A
(ZF——FRA=TH &) -

BHE-_Z——F~A=+H1t
NE A WEREREAQTE T
MEREFENAS (BEZZ
——FEXAZFTBLEXNEA:A
R #13,0007T) °

FAEE R 5
BE-T-—FA=FTALA
B A SRR 7 ST S A T
25

16.

17.

Share-based payments (Continued)
Equity-settled share option scheme
(Continued)

There was no outstanding share option at
the end of the period (30 June 2011: Nil).

No expense for the six months ended 30
June 2012 (six months ended 30 June
2011: RMB13,000) has been recognised
in relation to share options granted by the
Company.

Related party transactions

During the six months ended 30 June
2012, the Group entered into the following
transactions with the related parties:

BZEAA=+HLAXEA
Six months ended 30 June

—E-C=fF —E——F
2012 2011
AR® T AREFT
RMB’000 RMB'000
(REEERZ) (REEEZ)
(unaudited) (unaudited)
m— KB A A Sales of goods to a related
(FTEWITESY  company in which all the
HEEDERT executive Directors have
AIITFEAF 2 S) beneficial interests and can
HEEm exercise significant influence 252 -
¥ —XEH# A7 Rental expenses to a related
(Fﬁﬁ%ﬂ TEEY  company in which all the
WAEEREZRI T executive Directors have
TEBEKREESN)  beneficial interests and can
ZHEHRAX exercise significant influence 90 90
NF—EH# A7 Deposits paid for acquisition
(Fﬁﬁ%ﬂ TEEY  of property, plant and
WAEE=E=IA  equipment to a related
ITIFEFERFE ) Z company in which all the
BEWE BMEK  executive Directors have
BREHE & beneficial interests and can
exercise significant influence 10,000 -
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EOEHN BEHRBHNLHR
5 REBNEN R ATBE  WEES
ARBEMEXBRMATIER -AEE
AP EEERERBENEEBER
B TR AEB T EENER (£
ZYREEBER) EEBERNTIER
AERBELTBATEHBEAERE
A HEFTEMOTHEEMS N
FAEBHEHEER MRS ER
HERNBEEMNG R -BAMS
BHEASEENEBIRARR - Hx
FRIBEL BRAFEIITISHNEE
BHREFDRIER12.4%K%76% ° H
REBREEEBHEIGB T HEBEREL
MEFREBRFETERNE S
BHBRMBRMEE TEXEBRBE
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Summary of operating results

Business Review

The Group kept striving to move forward and
delivered satisfactory growth in turnover and
net profit during the period under review in
spite of a tough business environment. The
Group faced economic slowdown in the PRC
and the domestic consumption slowed markedly
that adversely affected the business of those
downstream industries (mainly engaged in
consumable goods). The growth of turnover is
mainly contributed by enlarging a wider market
of downstream industries through continuous
expansion of products portfolio over the past
few years and effective marketing strategies
stimulated the demands for new and existing
products of the Group. Domestic market is
still the key revenue contributor of the Group.
Turnover of domestic and overseas markets
grew by 12.4% and 7.6% respectively when
compared with last corresponding period. As
the global gloomier economy weakens the
consumer sentiment and the PRC government
imposed tightening monetary measures to curb
inflation and the over-heating economy, the
overall average product selling prices of the
industry were dipping continuously. Despite
this backdrop, the Group has maintained the
gross profit margin through its well established
effective and intensive processing production
chain and the economies of scale production to
further strengthen the cost control. Furthermore,
the efficient management and operations were
also factors contributed to the improved results
of the Group.
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Summary of operating results (Continued)
Business Review (Continued)

In line with the development strategies, the
Group continued to invest more resources in
the development and production of promising
products, including further enhancement of
the production capacities and advancement of
the production technologies during the period
under review. At the same time, the Group also
places great effort on the capabilities in products
innovation and research and development in
order to sharpen the Group's competitive edge
and generate new stream of revenue to sustain
the success of the Group. The Group has
planned to construct a production line for a new
product and expand the production capacities of
certain existing products in the second half of
the year.

In addition, the Company entered into a
conditional joint venture agreement with Henkel
Hong Kong Holding Limited (“Henkel”) in
2011. The joint venture company and its wholly
foreign-owned enterprise (the “JV"”) have been
duly established during the period under review.
The strategic co-operation with Henkel focuses
on the development of a specialty chemical
product for industrial use. The construction of
the plant facilities of the JV is underway and the
Company will closely monitor the development
progress.
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Summary of operating results (Continued)
Business Review (Continued)

Cyanoacetic acid and its ester products

Due to the general weakness in the global
market, the average selling prices of cyanoacetic
acid and its ester products were declining
remarkably during the period under review.
The turnover of such product category still
increased by 2.5% as compared with that of
last corresponding period, which accounted
for 83.2% of the Group's total turnover, was
the direct result of the Group's continuous
products development over the past few
years and its effective marketing strategies
supporting the sales volume growth. The
segment profit of this product category has
also been increased by 3.3% as compared
with that of last corresponding period by fully
leveraging the continuous improvement of
the integrated internal supply that achieved
better production efficiency. In light of a good
potential development of this product category
in long term, the Group will redouble its efforts
to develop new products, lift capacity caps
and improve the production technologies of
this product category continuously so as to
seize additional market share. The Group has
embarked on the enhancement of the production
capacities of some existing products with high
growth potential during the period under review.
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Summary of operating results (Continued)
Business Review (Continued)

Alcohol products

The business of alcohol products has still
maintained steady during the period under
review. The improved segment results are mainly
contributed by one of the alcohol products
achieved a remarkable growth due to the
boosted market demand. The Group will keep a
stable development of this product category in
line with its business development strategies.

Chloroacetic acid and its derivative products

In the past, chloroacetic acid and its derivative
products were used mainly internally. Given the
further enhancement of the production capacity
in last few years, the turnover and the segment
profit of chloroacetic acid and its derivative
products from external market rose rapidly
during the period under review. The production
advantages of such products category has
significantly improved through the economies
of scale and the recycling economy production
model after the expansion of the production
capacity. As a result, the production efficiency
of its downstream products i.e. cyanoacetic
acid and its ester products were also uplifted
considerably. In view of the further production
scale expansion of cyanoacetic acid and its
ester products as well as the buoyant external
market demands, the fourth phase expansion
of this product category will be commenced in
the second half of this year. The Directors firmly
believe that the expansion of production capacity
of this product category is capable to enhance
the profitability of its downstream products as
well as bolster the business growth through
external sales simultaneously. Since there is
still room for development, the Group will spare
no efforts to foster and develop this product
category in order to truly and fully reflect its
intrinsic value in coming future.
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Summary of operating results (Continued)
Business Review (Continued)

Fine petrochemical products

The market conditions of fine petrochemical
products remain uncertain. The shrinking margin
is mainly due to the slow down market demand
and fierce market competition. Facing with
unpredictable future, it is essential for reducing
operating costs. The Group will continuously
monitor and rapidly react on whatever changed
market conditions to maintain positive return
as well as manage this products category in a
prudent manner.

Outlook

While the Group had outperformed the market
with a good performance and growth in profit
for the period under review, it is also facing
a number of challenges ahead. The business
environment is foreseen to become harsher as
the global gloomier economic situation triggered
by the debt crisis in Europe. Coupled with the
domestic manufacturing shrinkage broadly and
the downturn economic in the PRC became
apparent as a result of persistent impacts to
domestic consumption and exports during
the period under review. Such volatility and
uncertainties will affect the business of the
Group. The PRC government has already begun
to relax certain monetary policies in order to
rejuvenate a stable Gross Domestic Product
growth in the long term. However, the raw
materials prices, labour costs and inflation are
anticipated to rise gradually in the second half of
this year which will exert operating pressure on
enterprises in the PRC.
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Summary of operating results (Continued)
Business Review (Continued)

Outlook (Continued)

Despite in the midst of unfavourable market
conditions and difficult economic situation,
the Group will still strive to maintain its
competitiveness through effective cost control,
efficient integrated production system and
continuous development of new products
in order to achieve business growth and
continuously improved its foothold and built on
excellent platform to sustain future business
development. The fiscal years of 2012 and
2013 are the seeding period of the Group
where several new development projects have
been launched in the first half of this year
including expansion of the production scale
of good potential products, development of
new products and improvement of production
technologies to enhance production efficiency
etc. A combination of these efforts would
secure the future business growth of the Group.
Notwithstanding such investments would
certainly had a short term impact on the results
of the Group, the Directors strongly believe that
these business strategic moves will allow the
Group to reinforce its business edge further,
broaden the source of revenue in future and
sustain business growth in the long run.

The persistent track records of turnover growth
and profitability of the Group has (i) proved its
underlying strengths and resilience to overcome
the myriad challenges and harsh business
environment; and (i) demonstrated that there
are plentiful development opportunities for the
Group to further expand its business going
forward. The Group remains committed to
sustain business growth through exploration of
new business and faces upcoming challenges
with a positive attitude.
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Summary of operating results (Continued)
Financial Review

The Group continued to improve its financial
results during the period under review. Turnover
and gross profit of the Group for the six months
ended 30 June 2012 which amounted to
approximately RMB509.8 million and RMB118.5
million respectively, representing an increase
of approximately RMB51.9 million and RMB7.9
million or 11.3% and 7.1% as compared with
approximately RMB457.9 million and RMB110.6
million recorded in the corresponding period of
last year. The satisfactory results were primarily
attributable to the expanded products portfolio
which could be widely applied by the relevant
downstream industries and the implementation
of effective sales promotion and aggressive
marketing strategies that pushing the growth
in sales volume during the period under review.
By capitalising the advantages of economies of
scale production, intensive vertically integrated
production system and further improved
recycling economy production model which have
been well established by the Group, the Group
can still maintain the gross profit margins level
continuously albeit the average selling prices
were declining due to the economic slow down
during the period under review.

The selling expenses slightly increased by
approximately RMBO0.4 million from approximately
RMB11.0 million in the corresponding period
of last year to approximately RMB11.4 million.
It was mainly attributable to the increase in
transportation costs during the period under
review. The selling expenses as a percentage
of the Group’s turnover was 2.2% (six months
ended 30 June 2011: 2.4%).
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Summary of operating results (Continued)
Financial Review (Continued)

The administrative expenses amounted to
approximately RMB15.2 million, which was
slightly decreased by approximately RMBO0.2
million from approximately RMB15.4 million in
the corresponding period of last year. Such a
decrease was principally due to the decrease
in repairs and maintenance and absence of
exchange loss during the period under review.
The administrative expenses accounted for 3.0%
of the Group's turnover, which was lower than
3.4% in the corresponding period of last year.

The finance costs represented interest on bank
borrowings and discounted bank acceptance bills
which were increased by approximately RMB2.4
million to approximately RMB5.7 million (six
months ended 30 June 2011: RMB3.3 million).
The increase was mainly due to increase of
bank borrowing amounts and increase in bank
borrowing interest rates during the period under
review.

Despite the weakness market conditions, the
Group achieved an outperformed turnover,
improved gross profit and well controlled
operating costs, the net profit amounted to
approximately RMB72.3 million, representing
an increase of approximately RMB5.8 million or
8.8% as compared with approximately RMB66.5
million recorded in the corresponding period of
last year.
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Summary of operating results (Continued)
Financial Review (Continued)

Liquidity and financial resources

For the six months ended 30 June 2012, the
Group's primary source of funding included
the net cash inflow generated from operating
activities of approximately RMB96.3 million (six
months ended 30 June 2011 RMB88.5 million);
newly raised bank borrowings of approximately
RMB89.6 million (six months ended 30 June
2011: RMB66.3 million) and interest received
of approximately RMBO0.4 million (six months
ended 30 June 2011: RMBO0.2 million); but no
newly raised fund from issue of shares under
share option scheme (six months ended 30
June 2011: RMB1.2 million). With the financial
resources obtained from the Group's operations,
the Group had spent approximately RMB55.8
million (six months ended 30 June 2011:
RMB39.9 million) in the acquisition of the
property, plant and equipment, bank borrowing
repayments of approximately RMB77.6 million
(six months ended 30 June 2011: RMB32.2
million); investment in a jointly controlled entity
of approximately RMB28.8 million (six months
ended 30 June 2011: Nil); advanced to a jointly
controlled entity of approximately RMBO.5
million (six months ended 30 June 2011: Nil);
interest paid of approximately RMB5.7 million
(six months ended 30 June 2011: RMB3.4
million) and dividend paid of approximately
RMB20.8 million (six months ended 30 June
2011: RMB32.0 million).
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Summary of operating results (Continued)
Financial Review (Continued)

Ligquidity and financial resources (Continued)
As at 30 June 2012, the Group had pledged
bank deposits and bank and cash balances of
approximately RMB74.7 million (31 December
2011: RMB77.3 million). The total amount of
outstanding borrowings was approximately
RMB121.0 million (31 December 2011:
RMB109.0 million). The Group still kept a
well liquidity level, the gearing ratio (which is
represented by the ratio of net debts (total
borrowings net of cash and cash equivalents)
to total shareholders’ equity) of the Group
increased to 6.8% (31 December 2011: 5.0%)
and the net current assets slightly decreased to
approximately RMB206.0 million (31 December
2011: RMB217.6 million) as a result of the
certain amounts of capital expenditure had
been raised for various development projects
during the period under review. The Group will
invest several capital projects in near future
but the planned capital expenditure would not
have significant impact to the overall liquidity
of the Group. Besides, given the positive cash
inflow from the Group's operations, existing
cash resources and its available banking facilities
obtained from its banks, the Group has sufficient
financial resources to meet its commitments
and working capital requirements in foreseeable
future. The Group will continuously manage
its working capital closely and cautiously and
dedicate to keep a sound liquidity position to
optimise the equity return to its shareholders.

During the period under review, the Group

did not use any financial instruments for any
hedging purposes.
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Summary of operating results (Continued)
Financial Review (Continued)

Pledge of assets

As at 30 June 2012, no bank deposit was
pledged by the Group for banking facilities (31
December 2011: RMB13.4 million). The Group
has pledged prepaid land lease payments of
approximately RMB30.6 million (31 December
2011: RMB23.5 million) to secure the Group's
bank borrowings.

Contingent liabilities
As at 30 June 2012, the Group had no material
contingent liabilities.

Exposure to fluctuations in exchange rates
The Group's operation is mainly in the PRC and
its assets, liabilities, revenues and transactions
are mainly denominated in RMB, Hong Kong
dollars and United States dollars.

The Group's foremost exposure to the foreign
exchange risk was caused by the fluctuation
of RMB during the period under review.
Most of the Group's income and expenses
were denominated in RMB except for the
Group's export sales which were, in majority,
denominated in United States dollars. The Group
has not experienced any material difficulties
or effects on its operations or liquidity as a
result of the fluctuations in currency exchange
rates during the period under review. Besides,
the Group will consider cost-efficient hedging
methods to cope with future foreign currency
transactions when appropriate.
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Human resources

As at 30 June 2012, the Group has 894 full time
employees (31 December 2011: 896 full time
employees).

The Group has established its human resources
policies and procedures with a view to deploying
more motivated incentives and rewards of the
remuneration system which include a wide
range of training and personal development
programs to the employees. The remuneration
package offered to the staff was in line with
the duties and the prevailing market terms.
Staff benefits, including medical insurance and
provident funds, have also been provided to the
employees of the Group.

Employees of the Group would receive
discretionary bonuses and monetary rewards
based on their ratings in annual performance
appraisals. The Group also offered other
incentives or supports to the employees in
order to motivate their personal growth and
career development, such as ongoing training to
enhance their technical and product knowledge
as well as their knowledge of industry quality
standards. All new staff of the Group is required
to attend an introductory course and there are
also various types of training courses available to
all the Group's employees.

The Group has also adopted a share option
scheme for the purpose of providing incentives
and rewards to eligible participants who
contribute to the success of the Group's
operations. The Company has granted 4,000,000
share options to eligible employees and a
supplier to recognise their contribution to the
Group so far. No share option of the Company
was granted during the period under review.
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Directors’ and chief executive's
interests and short positions in shares,
underlying shares and debentures

As at 30 June 2012, the interests and short
positions of the Directors, chief executive of
the Company and their associates in the shares
of the Company (the “Shares"”), underlying
Shares and debentures of the Company and its
associated corporations (within the meaning
of Part XV of the Securities and Futures
Ordinance (the “SFO")) which were notified to
the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions which
any such director or chief executive was taken
or deemed to have under such provisions of
the SFO) and were recorded in the register

Bk

Mr. Liu Hongliang Cheerhill Group
Limited
(Ki#t1)
(Note 1)

FEEEERATF

maintained by the Company pursuant to section
352 of the SFO, or which were notified to the
Company and the Stock Exchange pursuant
to the Model Code for Securities Transactions
by Directors of Listed Companies (the “Model
Code”) contained in the Listing Rules, were as
follows:
Long position in the Shares
FERAEE HEBRTRAEH
BRiDERE S BB D (%)
Number of
Shares held/ Approximate %
interest in the total
in the Shares  Capacity issued share capital
584,000,000 SIEEAEZEm 69.00%
(#1:#2)  Interest of
(Note 2) controlled

corporation
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Directors’ and chief executive's
interests and short positions in shares,
underlying shares and debentures
(Continued)

Notes:

1. The 584,000,000 Shares were held by Cheerhill Group
Limited (“Cheerhill”), the entire issued share capital of
which is ultimately beneficially owned as to 38% by Mr.
Liu Hongliang, 26% by Mr. Wang Zijiang, 11.5% by Mr.
Guo Xitian, 11.5% by Ms. Zheng Hong, 6.5% by Mr. Guo
Yucheng and 6.5% by Mr. Fu Anxu. Except Ms. Zheng
Hong and Mr. Fu Anxu, all others are the executive
Directors.

2. Mr. Liu is deemed to be interested in 584,000,000 Shares
referred to in Note 1 above by virtue of his 38% interests
in Cheerhill.

Save as disclosed above, as at 30 June 2012,
none of the Directors and chief executive of
the Company, nor their associates had or was
deemed to have any interests or short positions
in the Shares, underlying Shares or debentures
of the Company and any of its associated
corporations (within the meaning of Part XV
of the SFO) which had been recorded in the
register maintained by the Company pursuant
to section 352 of the SFO or which had been
notified to the Company and the Stock Exchange
pursuant to the Model Code as set out in the
Listing Rules.

At no time during the period under review, was
the Company or any of its holding companies,
its subsidiaries or its fellow subsidiaries a party
to any arrangement that enables the Directors
and chief executive of the Company or their
spouse and children under 18 years of age to
purchase any shares or underlying shares in, or
debentures of, the Company or its associated
corporation.
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Substantial shareholder’s interests and
short positions in the Shares

As at 30 June 2012, the following person who
held interests of 5% or more of the issued share
capital of the Company, other than the Directors,
was recorded in the register of members
required to be kept by the Company pursuant to
Section 336 of the SFO:

RGO ZHEE Long position in the Shares
FERGEE
RpERR HEBRITRAEH
RERERB A 5% A E D (%)
Number of
Shares held/
interest in Approximate %
the Shares and in the total
aggregated issued
Name of shareholder interest Capacity share capital
HE (K 584,000,000 Em#EAA 69.00%
Cheerhill (Note) Beneficiary owner
Hat: Note:

584,000,0000& P& A Th R EEFH - MEEZ 2 H
BERTRADRIREREE  TFIEE BF
BEE WOt BFEXEERBLBEESR
REZSHEA38% ~26% 11.5% * 11.5% * 6.5% &
6.5% o BRMB4T & T RE LN Sk AN i A £
RARITEE

BEXPREEEN RZE—-2FX
A=+8 BAXFMS SEEEA
TRBD SARRE B 0 BE B AR B A5 2
Ko B3 15 (5] 55336k 7R M AR 1 B 4 B2
ZHREBTRE -

The 584,000,000 Shares were held by Cheerhill, the entire
issued share capital of which is ultimately beneficially owned as
to 38% by Mr. Liu Hongliang, 26% by Mr. Wang Zijiang, 11.5%
by Mr. Guo Xitian, 11.5% by Ms. Zheng Hong, 6.5% by Mr. Guo
Yucheng and 6.5% by Mr. Fu Anxu. Except Ms. Zheng Hong and
Mr. Fu Anxu, all others are the executive Directors.

Save as disclosed above, as at 30 June 2012,
the Company is not aware of any persons who
have interest or short positions in the Shares
or underlying Shares which would require to be
disclosed to the Company pursuant to section
336 of the SFO.
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Share options

The Company has approved and adopted
a share option scheme (the “Share Option
Scheme”) on 4 October 2006 for the purpose of
providing incentives and rewards to directors,
eligible employees, suppliers, customers, any
shareholder of each member of the Group or
associated company or any of their respective
associates, and advisers or consultants of the
Group who contribute to the success of the
Group. The Share Option Scheme has become
effective for a period of 10 years commencing
on 4 October 2006 and up to 40,000,000 options
entitling the holders thereof to subscribe for up
to 40,000,000 Shares may be granted under the
Share Option Scheme.

During the period under review, no share options
were granted, exercised or cancelled by the
Company under the Share Option Scheme. There
were no outstanding share options under the
Share Option Scheme as at 1 January 2012 and
30 June 2012.

Model code for securities transactions
by directors of listed companies

The Company has adopted a code of conduct
with standards no less than those prescribed
under the Model Code as set out in Appendix 10
to the Listing Rules for securities transactions
by Directors. Upon enquiry by the Company,
all Directors have confirmed that they have
complied with the required standards as set
out in the Model Code and the Company’s code
of conduct regarding securities transactions by
Directors throughout the six months ended 30
June 2012.

The senior management, who, because of
their office in the Company, are likely to be
in possession of unpublished price sensitive
information, have been requested to comply
with the provisions of the Model Code and the
Company's code of conduct regarding securities
transactions by Directors.
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Purchase, sale or redemption of the
Company'’s listed shares

During the six months ended 30 June 2012,
neither the Company nor any of its subsidiaries
had redeemed, purchased or sold any of the
Company's listed shares.

Corporate governance practices

None of the Directors is aware of information
that would reasonably indicate that the Company
is not, or was not during the six months ended
30 June 2012, in compliance with the Code on
Corporate Governance Practices (effective until
31 March 2012) and the Corporate Governance
Code (the "CG Code”) (effective from 1 April
2012) as set out in Appendix 14 of the Listing
Rules.

Nomination committee

The Nomination Committee currently comprises
an executive Director, namely Mr. Liu Hongliang
(Chairman of the Nomination Committee) and
the two independent non-executive Directors,
namely Mr. Leung Kam Wan and Mr. Liu
Chenguang. During the period under review,
the Nomination Committee has reviewed the
structure, size and composition (including the
skills, knowledge and experience) of the Board,
assessed the independence of independent non-
executive Directors; and made recommendations
to the Board on the re-appointment of Directors.
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Remuneration committee

The Remuneration Committee currently
comprises the three independent non-
executive Directors, namely Mr. Liu Chenguang
(Chairman of the Remuneration Committee),
Mr. Guo Baoyu, Mr. Leung Kam Wan and an
executive Director Mr. Liu Hongliang. During
the period under review, the Remuneration
Committee has reviewed and approved the
remuneration package of all Directors and senior
management of the Company for the year ended
31 December 2012 by reference to the scope
duties and responsibilities of the Directors,
corporate goals and objectives of the Group,
after taking into account also the comparable
market conditions. No Director shall participate
in any discussion and decision about his own
remuneration.

Audit committee

The Audit Committee of the Company comprises
the three independent non-executive Directors,
namely Mr. Leung Kam Wan (Chairman of the
Audit Committee), Mr. Guo Baoyu and Mr.
Liu Chenguang. The Audit Committee has
reviewed the accounting principles and practices
adopted by the Company and discussed internal
control and financial reporting matters with our
management and independent auditor relating
to the preparation of the unaudited condensed
consolidated financial statements of the Group
for the six months ended 30 June 2012. There is
no disagreement raised by the Audit Committee
on the accounting treatment adopted by the
Company during the period under review.

By order of the Board
Liu Hongliang
Chairman

Hong Kong, 31 August 2012
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