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Condensed Consolidated Income Statement

BEARA=+HLAXEA
Six months ended 30 June

—E—=f —E—_F
2013 2012
K et AR T ARETF T
Notes RMB’000 RMB'000
(REEER) (REEZ)
(Unaudited) (Unaudited)
B Turnover 4 621,474 509,808
HE KA Cost of sales (445,757) (391,347)
ES Gross profit 175,717 118,461
Hp g A Other income 4 2,149 2,955
$HE M X Selling expenses (14,416) (11,433)
THRRAX Administrative expenses (20,341) (15,166)
B T PR Finance costs 5 (3,107) (5,686)
BE—REERQT Share of loss of
B8 a joint venture (1,586) =
b BT 15 B A& 7 Profit before income tax 6 138,416 89,131
TR Income tax expense 7 (38,624) (16,793)
KN RHEH A Profit for the period
7N HA 5 attributable to the
owners of the Company 99,792 72,338
Mt EARLQR#A A Earnings per share for
AR M S profit attributable to the
ZEREF owners of the Company
for the period 9
AR#%0.118t ARK¥0.0857T
—HEARES - Basic and diluted RMBO0.118 RMBO0.085
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Condensed Consolidated Statement of Comprehensive Income

BZEAA=+HLAEA
Six months ended 30 June

—E-Z=F e o T 5
2013 2012
ARBT R ARETT
RMB’000 RMB'000
(REER) (RgeEz)
(Unaudited) (Unaudited)
N B A Profit for the period 99,792 72,338
H i 2HE Other comprehensive income
HEigrgeEsoae ltems that may be reclassified
sk 2EE subsequent to the income
statement
— B EBINEFE B REK ~ Exchange gains on
BEAZE N W ER translation of financial
statements of foreign
operations 41 105
AN ER A fib 2 T Yz Other comprehensive
income for the period a1 105
AAEER AEG Total comprehensive income
A 2HE KRBT for the period attributable

to the owners of
the Company 99,833 72,443
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Condensed Consolidated Statement of Financial Position

—E—= —E—=F
ANA=+H +-A=+—H
30 June 31 December
2013 2012
=3 AR% Tt ARET T
Notes RMB’000 RMB'000
(REEZ) (&%)
(Unaudited) (Audited)
EENRGE ASSETS AND LIABILITIES
RBEE Non-current assets
%% 5 & Property, plant and
] equipment 10 531,222 473,262
Tﬁﬁiiﬂﬁﬁ Prepaid land lease
FIH payments 53,354 54,001
BB Investment properties 13,030 13,030
HEWME WE Deposits paid for
RE#EZ acquisition of
BET® property, plant and
equipment 11 7,289 22,008
R—KEERA Interests in a joint
= venture 46,926 48,511
651,821 610,812
REEE Current assets
& Inventories 66,966 58,814
B RKER Trade and bills
EREE receivable 12 316,338 210,666
TE FRIA R E A Prepayments and
& W Fk 18 other receivables 27,984 29,913
Bl —RE% Amount due from
NSIE/ Q] a joint venture 620 443
CEMEITER Pledged bank deposits 13,456 =
RITELIR @ &k Bank and cash balances 46,091 49,962
471,455 349,798
REEE Current liabilities
B ZEMNER Trade payables 13 72,458 17,498
BRI RAERR R Accruals and other
H b fE T RIB payables 70,197 65,056
RITEE Bank borrowings 96,640 57000
REMIEERE Current tax liabilities 20,608 13,421
259,903 152,975
REBEEZE Net current assets 211,552 196,823
WEERARBHER Total assets less
current liabilities 863,373 807,635
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Condensed Consolidated Statement of Financial Position

—E—= e —
ANA=+BR +=-A=+—H
30 June 31 December
2013 2012
HiaE AR% Tt ARETF T
Notes RMB’000 RMB'000
(REEZ) (&%)
(Unaudited) (Audited)
ERBEE Non-current liabilities
RITEE Bank borrowings - 17,000
B IE YA Deferred income 11,820 13,191
RERIBEE Deferred tax liabilities 2,689 2,663
MTESHIA Derivative financial
instruments 6,990 6,990
21,499 39,844
EEZRE Net assets 841,874 767,791
Ex EQUITY
KATEBA Equity attributable to
e R the Company’s owners
N Share capital 14 7,786 7,786
i E Reserves 834,088 760,005
R Total equity 841,874 767,791
2tz EFFI
LIU HONGLIANG WANG ZIJIANG
EF EF
Director Director
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Condensed Consolidated Statement of Cash Flows

BEAA=+tHLEAREA
Six months ended 30 June

—E-=fF T
2013 2012
AR%T ARETT
RMB’000 RMB'000
(REEX) (REEZ)
(Unaudited) (Unaudited)
REEBEMBZ Net cash generated from
REeFRE operating activities 83,212 96,315
REEBEEZ Cash flows from investing
ReRE activities
BEWE KEK Purchases of property, plant
Ba-] and equipment (67,886) (55,774)
R—REERFZ Investments in a joint venture
KESH - (28,773)
B —REERQT Advances to a joint venture
HIE - (524)
BEME -HER Proceeds on disposals of
R 2B RIE property plant and
equipment 400 7
BEFRITER (Increase)/Decrease
(), wd in pledged bank deposits (13,456) 13,400
B WFLE Interest received 70 429
REEBMAZ Net cash used in investing
R&FH activities (80,872) (71,235)
MEEBELEZ Cash flows from financing
HeRE activities
EfRE Dividends paid (25,750) (20,760)
BT F B Interest paid (3,142) (5,660)
BEETEE Repayments of bank
borrowings (16,000) (77.610)
FIGIRITIEE New bank borrowings raised 38,640 89,610
MEXBRAZ Net cash used in
REFRE financing activities (6,252) (14,420)




Interim Report 2013 Tiande Chemical Holdings Limited n
2 A N —
FAGERERER

Condensed Consolidated Statement of Cash Flows

BEAA=+tHLEREA
Six months ended 30 June

—E—=F T L T O
2013 2012
AR®T ARETT
RMB’000 RMB'000
(REEX) (RgeEz)
(Unaudited) (Unaudited)
HERBEELLEEEE Net (decrease)/increase in
R A) /EhnFEE cash and cash equivalents (3,912) 10,660
HOzHEER Cash and cash equivalents
ReZE@EER at the beginning of the
period 49,962 63,889
IEERBE 2 Effect of foreign exchange
rate changes 41 106
HARZHER Cash and cash equivalents
HeZEEER at the end of the period 46,091 74,655
BHEREELZEEMEE Analysis of balances of cash
SR DA and cash equivalents

RITRBA &R Bank and cash balances 46,091 74,655
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Condensed Consolidated Statement of Changes in Equity

BE_Z-—=—FRA=THILREAAR

For the six months ended 30 June 2013

FEER
Unaudited
L] RAER  WEX
BA  BHER  KEER BBARE  ERER P53 i H%  REEW  EERR £
Foreign
Surplus Property Public Capital currency
Share Share Special reserve  revaluation welfare  contribution translation Retained Proposed
capital premium reserve fund reserve fund reserve reserve profits dividend Total
ARBTL ARBTZ ARMTR ARBTZ ARMTZ ARRTR ARBTZ ARRTR ARRTR ARBTZ ARMTR
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
RZ%-z% Balance as at 1 January 2013
-f-BEH 7786 106,333 31,182 48,453 1,653 633 = (2431) 548,432 25,750 767791
BRRE (#is) Dividend paid (note ) - - - - - - - - - (25,750) (25,750)
2REARS Transactions with owners - - - - - - - - - (25,750) (25,750)
FEER Profit for the period - - - - - - - - 99,792 - 99,792
Ef2ENE Other comprehensive income
-REENEREKER - Exchange gain on translation
EEZERNE of financial statements of
foreign operations - - - - - - - Il o - #
AR2EUEEE Total comprehensive income
for the period - - - - - - - fa 99,792 - 99,833
£ Balance as at 30 June 2013
aERN:E 7786 106,333 31,182 48,453 1,653 633 = (2,390) 648,224 © 841,874
BE_Z——_FXA=1tHLEXEA
For the six months ended 30 June 2012
ARG
Unaudited
nE BALE  MWEX
e RBEE  BREE BEORE  EUEG Py L B REEN  BERS b3
Foreign
Surplus Property Public Capital currency
Share Share. Special reserve  revaluation welfare  contribution  translation Retained Proposed
capital premium reserve fund reserve fund reserve reserve profits dividend Total
ARBTT ARMTT ARBTR ARMTI ARETT ARBTI ARMTRT AR®TR ARETT ARMTT ARETR
RMB000  RMB'OO0  RMB000  RMB'000  RMB000  RMB'000  RMB'OOD  RMB'000  RMB'00D  RMB'O00  RMB'000
Balance as at 1 January 2012
7786 106,333 31,182 3794 1,653 633 5,169 (1,97) 420178 20,760 629,671
B Dividend paid fnote 8/ - - - = - - - - 120,760} (20,760}
g BxftZ  Equity-settled share-based
FERT payments expenses - - - - - - 162 - s 162
RREARS Transactions with owners = = = = = = 162 - 20,7601 (20,598)
FHER Profit for the period - - - - - - - - 72,338 - 72,338
22 EkE Other comprehensive income
~BEEEHHBRE - Exchange gain on translation
EEzERRE of financil statements of
foreign operations - - - - - - - 105 - - 105
BR2EREEE Total comprehensive income
for the period - - - - - - - 105 72338 - 72483
Balance s at 30 June 2012
7786 106,333 31182 37944 1653 633 5,331 (1862 492516 = 681,516
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Notes to the Condensed Consolidated Financial Statements
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RAEEIEZERBER AR (A
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Hutchins Drive, PO. Box 2681,
Grand Cayman KY1-1111,
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General information and basis of
preparation

Tiande Chemical Holdings Limited (the
“Company”) was incorporated in the
Cayman Islands as an exempted company
with limited liability under the Companies
Law of the Cayman lIslands. 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 Company's subsidiaries (together
with the Company referred to as 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 2013 (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
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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 2012 (the “2012 Annual Financial
Statements”).

The Unaudited Condensed Financial
Information has been prepared in
accordance with the same accounting
policies adopted in the 2012 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 functional currency of the Company is
Hong Kong Dollars (“HK$"). The Unaudited
Condensed Financial Information is
presented in Renminbi ("RMB") because
the main operations of the Group are
located in the PRC. 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 (the “Board”) of directors (the
“Directors”) of the Company on 23 August
2013.
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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 2013:

Amendments to  Presentation of
HKAS 1 Financial Statements
— Presentation of
Items of Other
Comprehensive

Income
HKFRS 10 Consolidated Financial
Statements
HKFRS 11 Joint Arrangements
HKFRS 12 Disclosure of Interests
in Other Entities
HKFRS 13 Fair Value Measurement

Amendments to  Disclosures — Offsetting
HKFRS 7 Financial Assets and
Financial Liabilities
Annual Improvements to HKFRSs
2009-2011 Cycle

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 2012
Annual Financial Statements.
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Adoption of new or amended
HKFRSs (Continued)

Amendments to HKAS 1, Presentation
of financial statements — Presentation of
items of other comprehensive income
The amendments to HKAS 1 require
entities to present the items of other
comprehensive income that would be
reclassified to profit or loss in the future if
certain conditions are met separately from
those that would never be reclassified to
profit or loss. The Group's presentation
of other comprehensive income in these
financial statements has been modified
accordingly.

HKFRS 10, Consolidated financial
statements

HKFRS 10 replaces the requirements
in HKAS 27 Consolidated and Separate
Financial Statements relating to the
preparation of consolidated financial
statements and HK SIC Interpretation 12,
Consolidation — Special Purpose Entities.
It introduces a single control model to
determine whether an investee should
be consolidated, by focusing on whether
the entity has power over the investee,
exposure or rights to variable returns from
its involvement with the investee and the
ability to use its power to affect the amount
of those returns.

As a result of the adoption of HKFRS 10,
the Group has changed its accounting
policy with respect to determining
whether it has control over an investee.
The adoption does not change any of the
control conclusions reached by the Group
in respect of its involvement with other
entities as at 1 January 2013.
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Adoption of new or amended
HKFRSs (Continued)
HKFRS 11, Joint arrangements

HKFRS 11, which replaces HKAS 31,
Interests in Joint Ventures, divides joint
arrangements into joint operations and joint
ventures. Entities are required to determine
the type of an arrangement by considering
the structure, legal form, contractual
terms and other facts and circumstances
relevant to their rights and obligations
under the arrangement. Joint arrangements
which are classified as joint operations
under HKFRS 11 are recognised on a line-
by-line basis to the extent of the joint
operator’s interest in the joint operation.
All other joint arrangements are classified
as joint ventures under HKFRS 11 and are
required to be accounted for using the
equity method in the Group's consolidated
financial statements. Proportionate
consolidation is no longer allowed as an
accounting policy choice.

As a result of the adoption of HKFRS 11,
the Group has changed its accounting
policy with respect to its interests in
joint arrangements and re-evaluated its
involvement in its joint arrangements. The
Group has reclassified the investment from
jointly controlled entity to joint venture. The
investment continues to be accounted for
using the equity method and therefore this
reclassification does not have any material
impact on the financial position and the
financial result of the Group.
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Adoption of new or amended
HKFRSs (Continued)

HKFRS 12, Disclosure of interests in
other entities

HKFRS 12 brings together into a single
standard all the disclosure requirements
relevant to an entity's interests in
subsidiaries, joint arrangements, associates
and unconsolidated structured entities.
The disclosures required by HKFRS 12
are generally more extensive than those
previously required by the respective
standards. Since those disclosure
requirements only apply to a full set
of financial statements, the Group has
not made additional disclosures in the
Unaudited Condensed Financial Information
as a result of adopting HKFRS 12.

HKFRS 13, Fair value measurement

HKFRS 13 replaces existing guidance in
individual HKFRSs with a single source
of fair value measurement guidance.
HKFRS 13 also contains extensive
disclosure requirements about fair
value measurements for both financial
instruments and non-financial instruments.
Some of the disclosures are specifically
required for financial instruments in the
interim financial reports. The adoption
of HKFRS 13 does not have any material
impact on the fair value measurements of
the Group's assets and liabilities.
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Adoption of new or amended
HKFRSs (Continued)

Annual improvements to HKFRSs 2009-
2011 cycle

This cycle of annual improvements
contains amendments to five standards
with consequential amendments to other
standards and interpretations. Among
them, HKAS 34 has been amended to
clarify that total assets for a particular
reportable segment are required to be
disclosed only if the amounts are regularly
provided to the chief operating decision
maker (the “"CODM") and only if there
has been a material change in the total
assets for that segment from the amount
disclosed in the last annual financial
statements. The amendment also requires
the disclosure of segment liabilities if
the amounts are regularly provided to
the CODM and there has been a material
change in the amounts compared with
the last annual financial statements. The
amendment does not have any impact
on the segment disclosure of the Group
because the amounts of segment liabilities
are not regularly provided to the CODM
(i.e. the executive Directors).

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.
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Segment information

The Group manages its businesses by
product and service lines. Following the
internal reorganisation and consistent
with the way the information is reported
internally to the Group's executive
Directors for the purposes of resource
allocation and performance assessment,
the Group has combined the cyanoacetic
acid and its ester products and sodium
cyanide and its derivative products into

K ARTGEE R A aE & 5 EB cyanide and its derivative products. For
the six months ended 30 June 2013, the
Group has identified the following five
product and service lines as its operating

segments:
) BELEVWERETHEE (i)  Cyanide and its derivative products:
mo g HEREERE Research and development,
{tEMRETHER: manufacture and sale of cyanide and

(i) BEEEMR: W3- SENE
ERREM:

(i) |IBEKRETHE®R:
B BEMEERALER
HTHES:

(iv) HEEAMETER: 73
HERHERAL BT
B Rk

(v EAEEmR: HEHWE
B Bl

its derivative 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.
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Segment information (Continued)
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.

No comparative figures in the segment
information for the six months ended 30
June 2012 has been reclassified as sodium
cyanide and its derivative products were
reported under the segment of cyanoacetic
acid and its ester products during that
period. However, the segment name of
cyanoacetic acid and its ester products has
been changed to cyanide and its derivative
products. For the year ended 31 December
2012, sodium cyanide and its derivative
products were reported as a separate
segment, details of which have been set
out in note 5 of the 2012 Annual Financial
Statements.
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3. DEEMR (&) 3. Segment information (Continued)
BE-B-ZFXAZTHLAMEA
Six months ended 30 June 2013
RELEIR 8RR BRR
HTHER BEER HETHER tIER HbEER #E
Chloroacetic
Cyanide acid
and its and its Fine
derivative Alcohol derivative petrochemical Other
prod prod prod prod by-prod Total
ARETR  AR®Tr ARETR ARMTR AR%Tn  ARETR
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
(REER) (RERK) (REER) (REER) (REER)  (REER)
(Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
-3 Revenue:
RENREF External customers 538,100 34,633 10,088 26,867 11,786 621,474
FHEzhF Inter-segment revenue - 45,351 145,941 = 19,657 210,949
PEL:VE P ¢ Reportable segment
revenue 538,100 79,984 156,029 26,867 31,443 832,423
DSV Reportable segment
wH/ (B8) profit/(loss) 156,825 9,833 72,247 (2,073) 4431 241,263
2RI P EE Reportable segment
assets 554,704 18,764 107,139 40,063 62,696 783,366
BE-T-—F/A=tEIEAEA
Six months ended 30 June 2012
FEEENR ALEBR LRy
ETHER BEER ATHER IR  EtER A
Chloroacetic
Cyanide acid
and its and its Fine
derivative Alcohol derivative  petrochemical Other
products products products products by-products Total
ARBTT ARBTT ARBTE ARETE ARETR ARET:R
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
(REER)  (REER)  (KAEER)  (REER) (REER)  (REER)
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
Wz Revenue:
RENREP External customers 423,929 27378 19,804 29,553 9,144 509,808
AEHEz k& Inter-segment revenue 102 69,791 99,298 B = 169,191
DE:DEpAe: Reportable segment
revenue 424,031 97169 119,102 29,553 9,144 678,999
ARRAP2EF Reportable segment profit 98,112 6,454 48,508 729 1,809 156,612
2RABZEE Reportable segment

assets 404,686 22,614 90,926 24,367 70,200 612,793
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3. DEEMR (&) 3. Segment information (Continued)
RAEBKEDHAEI 2 SE The totals presented for the Group's
BHEAEEPEREF 258 operating segments reconcile to the

THBEEZHERAT Group's key financial figures as presented

in the financial statements as follows:

BEAA=+HLAEA
Six months ended 30 June

—E—=f —E—_F

2013 2012
AR¥T R ARBTT
RMB’000 RMB’000

(REEER) (Regemz)
(Unaudited) (Unaudited)

2|y EBZ Uz Reportable segment revenue 832,423 678,999
o EPE 2Kz Elimination of intersegment

revenue (210,949) (169,191)
NS Group revenue 621,474 509,808

BEXA=+HLAXEA
Six months ended 30 June

—E—=F —HF—_fF
2013 2012
AR®T ARETFT
RMB’000 RMB'000

(REER) (RgemEz)
(Unaudited) (Unaudited)

AT 23 HEZEF  Reportable segment profit 241,263 155,612
AL A Rental income 437 289
iR 4 4 E AR D Equity-settled share-based

S ZHRERT payments expenses - (162)
YR YD Finance costs (3,107) (5,686)

TRED R 2 Z YA Corporate unallocated income 338 588

T2 Corporate unallocated

i%ﬁrﬁ ¥ expenses (20,449) (15,881)
BiE—ZxK&% Q7 Share of loss of a joint venture

&8 (1,586) -
D M 2% F  Elimination of

inter-segment profit (78,480) (45,629)

K& AT 15 B A& A Profit before income tax 138,416 89,131
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4. BFBREMKA 4.
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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:
BZEANB=1tHLAHEA
Six months ended 30 June
—EB—=F —ET—_F
2013 2012
AR T ARETTT
RMB’000 RMB'000
(REEER) (REE&EZ)
(Unaudited) (Unaudited)
B Turnover
HERE(LAWE Sales of cyanide and its

HME M derivative products 538,100 423,929
HEEHE® Sales of alcohol products 34,633 27,378
HERLBR Sales of chloroacetic acid and

HETFEM its derivative products 10,088 19,804
HEREMAMILT  Sales of fine petrochemical

Em products 26,867 29,553
HEH Bl Em Sales of other by-products 11,786 9,144

621,474 509,808
Heth g A Other income
AT #8 Bh Government grants 212 330
FEWA Interest income 70 429
B RE R A B [ Release of deferred income 1,370 1,370
e kA Rental income 437 289
HEYE -BHEN  Gain on disposals of property,

B plant and equipment 17 4
FIE H e Exchange gain, net = 60
MIEMA Sundry income 43 473

2,149 2,955
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5. BIRAAK 5. Finance costs

BEAA=+HLA<EA
Six months ended 30 June

—E-=F —ET——F
2013 2012
AR¥T R ARBFT
RMB’000 RMB’000

(REERZ) (Riesmz)
(Unaudited) (Unaudited)

UT&IEZFE Interest charges on:
M :
—RAFAEH - Bank loans wholly
EE 2 R1T repayable within
B& five years 2,239 5,058
— BRI TR - Discounted bills 868 628
3,107 5,686
6. BRFTEHAG A 6. Profit before income tax
BZAB=1tHIAEA
Six months ended 30 June
—E—=F =5 — e
2013 2012
AR T AREFT
RMB’000 RMB'000
(REER) (REEZ)
(Unaudited) (Unaudited)
B FT 15 B4 A& A Profit before income tax is
BH% (5t A) ©  arrived at after charging/
(crediting):
EEMe Directors’ remuneration
-8 - Fees 150 154
—¥& REM — Salaries and allowances 1,828 1,668
—iRREFIEH &t - Retirement benefit scheme
= contributions 42 39
2,020 1,861
H 8 TRA Other staff costs 29,859 23,471
RIREFIEH £ 7K Retirement benefit scheme
contributions 1,797 1,453
IR i H AR D Equity-settled share-based
S ZHRERE payments expenses - 162

8 TR Total staff costs 33,676 26,947
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6. BRATEMAIARM (&) 6. Profit before income tax (Continued)

BEXA=+HLEAEA

Six months ended 30 June

=T =% =23— s
2013 2012
AR¥T T ARBFT
RMB’000 RMB'000

(REEER) (REEEZ)
(Unaudited) (Unaudited)

B E Amortisation of prepaid land
RIE 8 lease payments 647 647
MR AR ZFEE  Amount of inventories
&8 (M) recognised as an expense
2E (note i), including 437,209 382,769
—FEBEMMZE - Write-down of inventories
AR FEE to net realisable value 33 300
—WORE AT B — Reversal of write-down
FEZEE of inventories to net
fB{E 2 [ & realisable value
o (186) (106)
YE B E K& 2 Depreciation on property,
e plant and equipment 26,520 21,625
FEH Exchange loss/(gain), net
Bk, (W) 1,337 (60)
EANEMEN Minimum lease payments
KETHEET under operating leases
HIRBEREA in respect of leasehold
properties 263 399
e AR E H Rental income less outgoings (434) (283)
BRESWAZ Direct operating expenses
AR arising from investment
ELENEE properties that generated
LER X rental income 3 6

s 2 (#17£ii)  Research costs (note ii) 1,065 1,195
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BR BT 15 358 B A (48)
#ia:

(i) FE2EFPBLBEHDARSE
25,251,000 (BE=-T— =4
ANAZTHILERNBEA: ARK
20,434,0007T ) 2 A8 B8 #T & 5 X &
#) A\ R #25,898,0007T (B E =2
—ZHEXNA=+HIEANEA:A
R #19,758,0007T) 2 HHEE B T X
R ZELBNBREELXEAE
VRBENEEEAN-

GFEEEZHMASEHNARYE
186,000 (RE =T — =%/ A
=+HI1EAMEA : AR¥106,000
T)EEE  RAZEBFEEHTS
BREHABF -

(ii) MEE M BIELARKS4,000T
(BE=-Z—=—FXA=+BLAX
8 A : AR¥83,0007T) 2 HHEAHT &
FX &K AREES374,0000T (BEZ
E——HEXNA=THIEREA:A
R #¥500,0007T ) 2 A 8 TAAS
ZESRNBIEE EXEEBILK
BHALER-
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Profit before income tax (Continued)

Notes:

(i) Amount of inventories includes approximately
RMB25,251,000 (six months ended 30 June 2012:
RMB20,434,000) relating to depreciation expenses
and approximately RMB25,898,000 (six months
ended 30 June 2012: RMB19,758,000) relating to
staff costs. These amounts are also included in
the respective total amounts disclosed separately
above.

The write-down of inventories of approximately
RMB186,000 (six months ended 30 June 2012:
RMB106,000) was reversed as the market price of
these inventories was increased during the period.

(ii) Research costs include approximately RMB84,000
(six months ended 30 June 2012: RMB83,000)
relating to depreciation expenses and
approximately RMB374,000 (six months ended 30
June 2012: RMB500,000) relating to staff costs.
These amounts are also included in the respective
total amounts disclosed separately above.

Income tax expense

BEAA=THLEREA

Six months ended 30 June

—E—=F —E-F
2013 2012
AR T AREFT
RMB’000 RMB'000
(REEERZ) (REEZ)
(Unaudited) (Unaudited)
BN AR 18 — R Current tax — PRC Enterprise
EFEH Income Tax 38,598 16,735
IEEF IR Deferred tax 26 58

38,624 16,793
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Income tax expense (Continued)

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 2012: Nil).

Weifang Common Chem Co., Ltd.,
Shanghai Dehong Chemical Company
Limited 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 2012: 25%).

Pursuant to the relevant laws and
regulations in the PRC, Weifang Binhai
Petro-Chem Co., Ltd. (“Weifang Binhai”)
was eligible for certain tax holidays and
concessions in the PRC. The tax holidays
and concessions were in the form of
two years tax exemption from the first
profitable year, followed by a 50%
reduction of the applicable tax rate in the
following three years. PRC Enterprise
Income Tax had been provided for Weifang
Binhai at the preferential rate of 12.5% for
the six months ended 30 June 2012 as this
was the fifth profitable year. Weifang Binhai
is subject to PRC Enterprise Income Tax at
the rate of 25% for the six months ended
30 June 2013.
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Income tax expense (Continued)

A government grant obtained by Weifang
Binhai for subsidising the construction
of the production lines and ancillary
facilities for manufacturing of high
purity isobutylene, polyisobuylene and
chloroacetic acid which was recognised
as a deferred income in 2006. As the
construction has been completed as at
31 December 2007, the deferred income
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.

Dividends

During the period, a final dividend for the
year ended 31 December 2012 of 3.8 HK
cents per ordinary share (six months ended
30 June 2012: 3.0 HK cents per ordinary
share), amounting to approximately
RMB25,750,000 (six months ended 30
June 2012: RMB20,760,000) was paid to
the shareholders of the Company.

The Directors do not recommend the
payment of any interim dividend for the six
months ended 30 June 2013 (six months
ended 30 June 2012: Nil).
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0. BRAF

RRFHEEARIEZERERR
FITHIRBIA T BB E

9. Earnings per share

The calculation of the basic earnings per
share attributable to the owners of the

Company is based on the following data:

BEXNA=tHLAEA
Six months ended 30 June

—E-=F T ——F
2013 2012
ARET T AREF T
RMB’000 RMB'000
(REEERZ) (REEEZ)
(Unaudited) (Unaudited)
R EERER Profit for the period
ANWmEZ attributable to the owners
NABHER A of the Company for the
FEAG 75 B A purpose of basic
earnings per share 99,792 72,338
ZEREE
Number of ordinary shares
BEXNA=tTHLEAEA
Six months ended 30 June
—E-=F =T
2013 2012
T8 T A&
‘000 shares ‘000 shares
(REEERZ) (RieEz)
(Unaudited) (Unaudited)
R EERER Weighted average number
ANWmEZ of ordinary shares for the
Egalitelk3 purpose of basic earnings
T 8 per share 846,878 846,878

BE_T-—=FR-_T—-FX
A=+HI1EA AR &EBIEEE

=AM o

There were no dilutive potential ordinary
shares for the six months ended 30 June

2013 and 2012.
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12.
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10. Property, plant and equipment

1.

During the six months ended 30 June
2013, the Group acquired property, plant
and equipment of approximately RMB84.9
million (six months ended 30 June 2012:
RMB34.1 million) and disposed of certain
items of property, plant and equipment
with net carrying amount of approximately
RMB383,000 (six months ended 30 June
2012: RMB3,000).

Deposits paid for acquisition of
property, plant and equipment

For the year ended 31 December 2012,
a deposit of RMB18.0 million was paid
to a related party for the acquisition of
the buildings, which was subsequently
transferred to the property, plant and
equipment after the completion of
construction during the period.

12. Trade and bills receivable

—E-=F =2 — —4F

AA=+H +=A=+—H

30 June 31 December

2013 2012

AR¥ T AREF T

RMB’000 RMB'000

(REEER) (&%)

(Unaudited) (Audited)

B 5 EWER Trade receivables 113,314 103,354
R E IR Bills receivable 203,024 107,312
316,338 210,666
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Trade and bills receivable (Continuead)

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 expired in six months upon the
issuance. 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:

—E-=F =ed——taE

AA=tB +-A=t+-8

30 June 31 December

2013 2012

AR®T T AREF T

RMB’000 RMB'000

(REERZ) (FEZ)

(Unaudited) (Audited)

0£90H 0 to 90 days 267,233 177,754
91£180H 91 to 180 days 47,320 31,167
1812365H 181 to 365 days 811 1,622
B iB365H Over 365 days 974 123
316,338 210,666

B2 MR K R IR B % 2 00
BTREENTFER Mk
RATI AR A8 - IRIBBER
EERK EREERRG ARG
SEHEEWESEREHMERDER
ER 28K E - A BARZE
ERAERE RS - AN B E L
BEEMARMNELEREZ E SR
W BR S A R4

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.
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12. Trade and bills receivable (Continued)

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.

During the period, the Group discounted
part of its bills receivable with full recourse
to financial institutions. In the event of
default by the debtors, the Group is obliged
to pay the financial institutions the amount
in default. Interest was charged ranging
from 4.69% to 7.35% per annum on the
proceeds received from the financial
institutions until the date the debtors pay.
The Group is therefore exposed to the risks
of credit losses and late payment in respect
of the discounted bills receivable.

The discounting transactions do not meet
the requirements in HKAS 39 for de-
recognition of financial assets as the
Group retains substantially all of the
risks and rewards of ownership of the
discounted bills receivable. As at 30 June
2013, bills receivable of approximately
RMB38.6 million (31 December 2012:
Nil) continued to be recognised in the
Group's financial statements even though
they have been legally transferred to the
financial institutions. The proceeds of the
discounting transactions are included in
bank borrowings until the bills receivable
is expired or the Group settles any losses
suffered by the financial institutions. As
at 30 June 2013, the advance obtained
from the financial institutions in respect of
the unexpired discounted bills receivables
included in bank borrowings amounted
to approximately RMB38.6 million (31
December 2012: Nil).
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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

IR DWIT ¢ reporting date, based on the invoice date,
is stated as follows:

—E—=F =

ANA=t+H +ZA=+—H

30 June 31 December

2013 2012

AR T ARETF T

RMB’000 RMB'000

(REEER) (')

(Unaudited) (Audited)

0£90H 0 to 90 days 67,784 15,865

91£180H 91 to 180 days 3,105 757

181£365H 181 to 365 days 583 480

#8365 H Over 365 days 986 396

72,458 17,498

BORNEZEEHERARER The carrying amounts of trade payables

EuEtE-MEFRLBELY.
WESENEZREERRARE

[ERiEE=

TIRIEE R -

are denominated in RMB and United
States Dollars. All amounts are short term
and hence the carrying amounts of trade
payables are considered to be a reasonable
approximation of fair values.
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14, &7 14. Share capital
kx|
Amount
EBREE TErT AR%Txn
Number of
ordinary shares HK$'000 RMB'000

EIE Authorised:
SRAEE0.0VET Ordinary shares of

TRk HK$0.01 each
R-B——F As at 31 December 2012,

+-A=+-8- 1 January 2013 and

—T-=F 30 June 2013

—A—-Bk (Unaudited)

—2-=%

~NA=1H

(REER) 100,000,000,000 1,000,000
BEATRAR: Issued and fully paid:
EREHE0.0ET Ordinary shares of

el HK$0.01 each
R-B——&F As at 31 December 2012,

+-A=+—-8- 1 January 2013 and

—2-=F 30 June 2013

—R—-Bk (Unaudited)

—T-=%

~NA=1H

(REEZ) 846,878,000 8,468 7,786
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15. BAEE
Rk B AR E Y A ARR
IR

Capital commitments
The Group's capital commitments at the
reporting date are as follows:

—EB—=F —E—_F
~AB=1+H +=-—A=+—8H
30 June 31 December
2013 2012
AR T AREF T
RMB’000 RMB'000
(REEER) (5% %)
(Unaudited) (Audited)
BE]4 Contracted but not
BREE provided for
W BE Kk Property, plant and
B4 equipment 17,172 16,906
m—%xA%/AR  Shareholder’s loan to
MR E X a joint venture (note)
(B1:t) 95,677 98,813
112,849 115,719
B Authorised but not
BRETH contracted for
M- BE K Property, plant and
B equipment 41,267 50,185
154,116 165,904

Mt RER-_TZ——F~A=Z+B%
F 2 AL P R AN R
AARAERMEAERRAIERR
BERRAA ([EEHRE])ELR
3R & 5011,880,000B4 7T (M A R
95,677,0007T) * AR TIIRB AR A
RIEEIRE M5B RRAEE -

Note: The Company agrees to make shareholder’s
loans of EURO11,880,000 (approximately
RMB95,677,000) to its joint venture named Dekel
Investment Holdings Limited (“Dekel Investment”)
in accordance with 55% shareholding of the
Company in Dekel Investment, which is subject
to the terms and conditions set out in the joint
venture agreement signed on 30 June 2011.
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B S 16. Related party transactions
REZE-_T—=F~A=1tHI During the six months ended 30 June
N R - AN 5 B RE B 75 7T 32 LA 2013, the Group entered into the following
TR : transactions with the related parties:

BEXNA=+THLEAEA

Six months ended 30 June

—E-=F —ET——F

2013 2012
ARBT T ARET T
RMB’000 RMB’000

(REER) (RgemEz)
(Unaudited) (Unaudited)

M — R @R A Sales of goods to a related

(FFE#ITESY  company in which all the

FEESER executive Directors have

WA 1T{EE K beneficial interests and

FEN)EEEMR  can exercise significant

influence 301 252

¥ —KEE AT Rental expenses to a related

(FFBE#HTTESY  company in which all the

HEEmER executive Directors have

WA 1TEE KX beneficial interests and

TEN)ZHEE can exercise significant

53 influence 90 90

A& 2N RIUELE)  Rental income received from
e A a joint venture 100 =

¥ —KEHAF Deposits paid for acquisition
(FTB#HTTESY  of property, plant and

HEEmER equipment to a related
WA 1TEE KR company in which all the
TEN)ZEER executive Directors have
W BER beneficial interests and
REHE S can exercise significant
(Hat) influence (note) - 10,000
M — RN A Acquisition of the property,
(FAB#HITESEY  plant and equipment from
BEERED a related company in which
i’[Tﬁﬁiﬁ all the executive Directors
FEN)WEYE -  have beneficial interests
= & and can exercise significant

(i) influence (note) 26,900 -
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16.

17.

BRI X 5 (#)

M RBE-_T——F#XA=+81t
NEABMEIANNTEARYE
10,000,0007T B | 7 U i 4 %
BERBZEZHBREARK
26,900,0007C A ©

MESRMTANARBE
i &
T RABRARBEIRNE
BT BB E R KF DA

F—R5 - HRAEEXREER
BISHERE (REHE)

FERR: BRE AN BREOR
B ZEEHABENAERS
ANE A REE (AER)HH
Z(BIRBER NBAER: X

F=RF: WIFERABETS
ZENEEREBENRBAE (T
AERBAE) -

17.

Related party transactions

(Continued)

Note: Included in the acquisition of the property, plant
and equipment of RMB26,900,000 was the
deposits paid of RMB10,000,000 during the six
months ended 30 June 2012.

Fair value measurement of
financial instruments

The following table provides an analysis of
financial instruments carried at fair value by
level of fair value hierarchy:

Level 1: Quoted prices (unadjusted) in
active markets for identical assets or
liabilities;

Level 2: Inputs other than quoted prices
included within level 1 that are observable
for the asset and liability, either directly (i.e.
as prices) or indirectly (i.e. derived from
prices); and

Level 3: Inputs for the asset and liability
that are not based on observable market
data (unobservable inputs).
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17. Fair value measurement of
financial instruments (Continued)
The level in the fair value hierarchy within
the financial liability is categorised in
its entirely based on the lowest level of
input that is significant to the fair value

measurement.
E—RA EZRA EZRA At
Level 1 Level 2 Level 3 Total

ARBTR ARBTRT AR®TR AR¥TR
RMB'000 RMB’000 RMB'000 RMB'000

—E-=F 30 June 2013
AB=+H
a8 Liabilities:

BAfREERA  Financial liabilities at
BHENEMEME  fair value through

profit or loss

-fT4€MIA - Derivative financial

instruments - - 6,990 6,990
- - 6,990 6,990
—E--F 31 December 2012
+T=A=+—H
8fE: Liabilities:
BAREEG A Financial liabilities at
BEMERARE  fair value through
profit or loss
~fTE&BTIE - Derivative financial
instruments - - 6,990 6,990
- - 6,990 6,990

CRABNDIBRE=ZAR &
R ESM R EIFER A B
EMBEBENEEZRAE-

The financial liabilities classified in Level
3 use valuation techniques based on
significant inputs that are not based on
observable market data.
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17.
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|:| E ( /,E Vi

AR BI€ R T A iYL B R 4%
BEERRINT :

17. Fair value measurement of

financial instruments (Continued)

The financial instruments within this level
are reconciled from opening to closing
balances as follows:

—E—Z=F —E—_F
ANA=+HB +=-A=+—H
30 June 31 December
2013 2012
AR®BT R ARETTT
RMB’000 RMB'000
(REER) (EEZ)
(Unaudited) (Audited)
MELREE: Derivative financial
liabilities:
®—A—H At 1 January 6,990 =
PTHELBMT AR Fair value loss on
AREEERE derivative financial
instruments - 6,990
WANA=+H, At30June/31 December
T E] 6,990 6,990
ERERHRWLEER ALERE There have been no transfers into or out of
HE=H7- Level 3 in the reporting period.
A - TETESBRITAAR During the period, no fair value change on
BEEEZH (BE_T—Z=F derivative financial instruments (year ended
T A=F+—RILEE: )\Eﬁﬁg 31 December 2012: loss of RMB6,990,000)
6,990,000 T & 18) L 47 & UL was recognised in the consolidated income
EE‘:PEEE statement.

A5 [ B B 75 18 X B 7S R
BRmE eI BETHEE 2
BE=MRBO2AEE MEHE
REFABLE=FHEMNE
R-BEREMGETERTIUNEES
MTANFHRELE L/{:a—jiﬁﬁ
EMAERTSHESRER
BiE B BEGEENEENE
REEGER EREEGRMG
BEEFE & EA (BAEE
R3S A B0 WA ERE
ARBEEEH R

The Group's finance team performs
valuations of financial instruments for
financial reporting purposes, including
Level 3 fair values, in consultation with
independent third party valuer. Valuation
techniques are selected based the
characteristics of each instrument, with
the overall objective of maximising the use
of market-based information. The finance
team reports directly to the Directors
and to the audit committee. Valuation
processes and fair value changes are
discussed among the audit committee and
the valuation team at least six months, in
line with the Group's reporting dates.
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ASEENTE R -FRDARANEEH
BEMS AEBEREXTENS.5%
NEREEE MASEREERA
MEMEXERAFRBAMLER
32.6% ° E@@%m RNEEHEF
FEMNEXEELT S FEREE:
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REBIREHEENRER - E@%%W ViN
SEEBERINMES ABRENKE
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Summary of operating results

Business Review

The Group attained satisfactory operating results
again during the period under review. Both
turnover and net profit recorded solid growth
as compared to the same period of last year.
The growth of turnover was mainly fuelled
by the expanded products range, enhanced
production capacities for promising products
of the Group and tapped new markets over the
past few years that met the growing demands.
PRC remains the prime market to the Group
with over 85.5% of total turnover of the Group
arising from this region and turnover of the
Group derived from domestic market grew by
32.6% when compared with last corresponding
period. During the period under review, the
gross profit and gross margin of the Group hit
historical high mainly contributable to (i) the
continuous decrease of materials cost with
relatively stable selling price when compared
with last corresponding period; and (ii) enhanced
production efficiencies of the Group. The Group
continued success in achieving encouraging
results underpinned by a steady improvement of
gross profit and sound costs control measures
during the period under review.
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EREHAN NEERBHERAN
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E—FRASTIREEESREE
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fmECEBEEF RAKERKE
EH M SR E &R -

Summary of operating results (Continued)
Business Review (Continued)

The Group continuously focused on further
diversifying its revenue sources and establishing
highly efficient production facilities by sustaining
investment in research and development of
new products and technology advancement
activities during the period under review. By
virtue of some construction projects for certain
potential products will be due for completion in
the current and following financial years, these
new products will be launched to the market
in coming years. These new products will help
to boost turnover of the Group in future. The
management anticipated that the steady growth
of market demands will be maintained in the
long run, the Group has increased investment in
improving its production efficiencies during the
period under review. These efforts will help to
drive long term productivity growth and further
reduction in unit cost so as to optimise business
operation to lay a foundation for the better
financial performance of the Group in future.
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BEEDRE FHBRERIEER
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HEMES BEREFAEEEMES T
—IRERBEMBTE - BN REEE
OESRANDRBRIEAZERENNE
EN-ESHE WRBEEREEEER
EEE—SNBREBFED FHERF
ZEMBIERRRIFHFELR R
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ﬁ%%ﬁﬁﬁ@%ﬁﬁ%&%%%i
65 o

Summary of operating results (Continued)
Business Review (Continued)

Cyanide and its derivative products

Following an internal reorganisation at the
beginning of the period under review for the
purpose of resources allocation and performance
assessment of the Group, cyanoacetic acid and
its ester products category and sodium cyanide
and its derivative products category have
been combined into cyanide and its derivative
products category. Cyanide and its derivative
products category is the core segment of the
Group and playing a critical role to sustain the
continuous growth of the Group as a whole.
The growth of turnover of this product category
was resulted from the expansion of production
capacities for good potential products that
seized additional market share. In addition, new
products are kept launching over the past few
years targeted on the downstream industries
that helped to boost the growth of turnover.
The profit of this product category recorded
encouraging growth attributed to the decreased
materials cost as compared with that of last
corresponding period and the strengthened
vertically integrated production system
induced further cost reduction. In view of the
downstream industries will continuously flourish
in long term, a production line for a newly
developed product has been under construction
in the prior financial year and such construction
achieved substantial progress during the period
under review. Such new product was set to
launch in next financial year with an aim to
boost turnover and drive the momentum for
next tranche of business growth. Besides, the
Group has embarked on the enhancement of
the productivity of this product category during
the period under review. The Directors believe
that this strategic move will allow the Group to
reinforce its competitive advantages further and
secure the sustainable growth of this product
category in future. Leveraging on the business
edge of the Group and its firm foundation laid
in the industry, the Directors are confident to
capture emerging business opportunities and
maintaining steady growth in foreseeable future.
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Summary of operating results (Continued)
Business Review (Continued)

Alcohol products

The results of alcohol products have performed
better than last corresponding period. However,
the profit margin of these products was
impacted by the limited market space and
keen competition. The Group has diverted its
resources to other promising products to gain
better profit. This product category will be
developed stably to secure internal supply.

Chloroacetic acid and its derivative products

The performance of chloroacetic acid and
its derivative products recorded continuous
improvement during the period under review
benefited from the expansion of production
scale in the last of financial year. The internal
consumption of this product category has
increased significantly in order to meet the
enlarged production capacities of cyanide and its
derivative products category during the period
under review. The enhanced scale advantage
of this product category has offered the cost
savings of cyanide and its derivative products
category. It is obvious that the well-development
of this product category would support the
overall business development of the Group.
Currently, the production utilisation rate of this
product category is near at peak level. The Board
will closely monitor the further development
of this product category and make further
expansion of the production capacity onwards as
and when appropriate.
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Summary of operating results (Continued)
Business Review (Continued)

Fine petrochemical products

During the period under review, the turnover
of this product category has slowed down
and suffered a squeezed profit margin due to
intensive market competition. In addition, a
further sinking in profit margin was directly
resulted from the increase of material costs
and market price fluctuations. Thus, this product
category has recorded a segment loss. It is
expected that the market conditions will be
slightly better in the second half of this year. The
Group will closely monitor the changing market
conditions and implement various measures
to turnaround the business of this production
category.

Joint venture company (the “JV Company”)
During the period under review, the Group
recorded a share of loss of the JV Company
amount of approximately RMB1.6 million
which included the initial set up costs and pre-
operating expenses. During the period under
review, the sales team of the JV Company has
been worked proactively and completed the
first phase market research study. Responses
from potential customers were positive and in
line with the expectation which would help to
outline the strategy aligning the targeted market.
Meanwhile, the engineers from the JV Company
spent much effort to build a comprehensive
and highly effective safety production system
in order to optimize the production efficiencies
and safety. It is expected that the commercial
production will commence shortly after the
completion of production plant construction.
Based on the current progress, the Directors
expected the JV Company could not bring a
positive contribution to the Group during the
current financial year.
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Summary of operating results (Continued)
Business Review (Continued)

Outlook

The ongoing uncertainty in global economy
and the lower level of capacity utilisation rate
in the PRC signifying a slowdown of market
demands, which in turn impose profit margin
pressures to the Group's products. Despite
the Group delivered strong results during the
period under review, the business environment
for the remaining financial year may not be
so favourable to the Group. Nevertheless, the
Group is confident about the China’s economic
long term outlook. The Group will capitalise its
competitive advantages to explore new potential
products and upgrade production technology so
as to strengthen its on-going competitiveness
and capture new business opportunities and
thereby expand the sources of revenue as well
as optimise the growth pattern of the Group.

The Board remains confident in the underlying
fundamentals and the long-term prospects of
the Group and believes the Group's continuous
efforts have laid a strong business foundation
allows the Group to achieve a successful
growth path at a quick pace. The Group is now
actively seeking other business development
opportunities in order to enhance the return to
the shareholders of the Company. Albeit the
unfavorable market environment, the Board
will strive to maintain the growth momentum
continuously in the second half of the year and
target to achieve stable business growth for the
whole financial year.
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Summary of operating results (Continued)
Financial Review

Turnover and gross profit of the Group for the
six months ended 30 June 2013 amounted to
approximately RMB621.5 million and RMB175.7
million respectively, representing an increase of
approximately RMB111.7 million and RMB57.2
million or 21.9% and 48.3% as compared with
approximately RMB509.8 million and RMB118.5
million recorded in the corresponding period
last year. The gross profit margin was also
increased by 5.1% to 28.3% (six months ended
30 June 2012: 23.2%). Such satisfactory results
were primarily attributable to (i) the Group's
continuous effort in expanding products portfolio
and the enhanced production capacity boosting
the turnover growth of the Group; (ii) the
decrease of raw material costs as compared
with corresponding period last year; and (iii)
further enhanced production efficiencies during
the period under review.

The selling expenses increased by approximately
RMB3.0 million from approximately RMB11.4
million in the corresponding period last year to
approximately RMB14.4 million. It was mainly
attributable to (i) the increase in transportation
costs which in line with the growth of turnover;
and (ii) the increase in staff costs due to internal
reorganisation and expansion of sales and
marketing team during the period under review.
The selling expenses as a percentage of the
Group's turnover was 2.3% (six months ended
30 June 2012: 2.2%).
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Summary of operating results (Continued)
Financial Review (Continued)

The administrative expenses amounted to
approximately RMB20.3 million, which was
increased by approximately RMB5.1 million
from approximately RMB15.2 million in the
corresponding period last year. Such increase
was principally due to the increase in other local
tax and exchange loss during the period under
review. The administrative expenses accounted
for 3.3% of the Group’'s turnover, which was
higher than 3.0% from the corresponding period
last year.

The finance costs represented interest on bank
borrowings and discounted bank acceptance bills
which were decreased by approximately RMB2.6
million to approximately RMB3.1 million (six
months ended 30 June 2012: RMB5.7 million).
The decrease was mainly due to decrease in
bank borrowing amounts during the period under
review.

In light of the marked improvement of turnover
and gross profit as well as sound control of
operating costs, the net profit amounted to
approximately RMB99.8 million, representing
an increase of approximately RMB275 million
or 38.0% as compared with approximately
RMB72.3 million recorded in the corresponding
period 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 2013, the
Group's primary source of funding included
the net cash inflow generated from operating
activities of approximately RMB83.2 million (six
months ended 30 June 2012 RMB96.3 million);
newly raised bank borrowings of approximately
RMB38.6 million (six months ended 30 June
2012: RMB89.6 million); proceeds on disposal of
property, plant and equipment of approximately
RMBO0.4 million (six months ended 30 June
2012: RMB7000) and interest received of
approximately RMBO.1 million (six months
ended 30 June 2012: RMBO0.4 million). With the
financial resources obtained from the Group's
operations, the Group had spent approximately
RMB67.9 million (six months ended 30 June
2012: RMB40.3 million) in the acquisition of the
property, plant and equipment, bank borrowing
repayments of approximately RMB16.0 million
(six months ended 30 June 2012: RMB77.6
million); no investment made to a joint venture
(six months ended 30 June 2012: RMB28.8
million); no advance payment made to a joint
venture (six months ended 30 June 2012:
RMBO0.5 million); interest paid of approximately
RMB3.1 million (six months ended 30 June
2012: RMB5.7 million) and dividend paid of
approximately RMB25.8 million (six months
ended 30 June 2012: RMB20.8 million).
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Summary of operating results (Continued)
Financial Review (Continued)

Liquidity and financial resources (Continued)
As at 30 June 2013, the Group had pledged
bank deposits and bank and cash balances of
approximately RMB59.5 million (31 December
2012: RMB50.0 million). The total amount of
outstanding borrowings was approximately
RMB96.6 million (31 December 2012: RMB74.0
million). The Group still kept a healthy financial
position, 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 4.4% (31
December 2012: 3.1%) is mainly due to increase
bank borrowings to finance capital expenditure
during the period under review. The net current
assets slightly increased to approximately
RMB211.6 million (31 December 2012:
RMB196.8 million) as a result of the continuous
growth operating results during the period
under review. The Group plans to continuously
expand business scale by investing several
capital projects currently and in near future
but the planned capital expenditure would not
impose significant impact to the overall liquidity
of the Group. Besides, given the promising cash
inflow generated from the Group's operating
activities, existing cash resources and 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 2013, bank deposits of
approximately RMB13.5 million (31 December
2012: Nil) were pledged for letter of credit
facilities. Prepaid land lease payments of the
Group of approximately RMB29.9 million (31
December 2012: RMB30.3 million) were pledged
to secure the Group's bank borrowings.

Contingent liabilities
As at 30 June 2013, 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 and overseas procurement 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 2013, the Group has 969 full time
employees (31 December 2012: 903 fulltime
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 trends.
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. 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 2013, 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
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:

RBRGBZEE Long position in the Shares
AT/ A FEROEE HEBTRAEH
EEHR EEEE BHEE H6 A B D (%)
Name of Number of Approximate %
company/ Shares held/ in the total
associated interest in the issued
Name of Director corporation Shares  Capacity share capital
sk E HFEEEFRAA 584,000,000 RIFEEE 2R 69.00%
Mr. Liu Hongliang ~ Cheerhill Group (#7:#2)  Interest of
Limited (Note 2) controlled
(HiaE1) corporation

(Note 1)
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Directors’ and chief executive's
interests and short positions in shares,
underlying shares and debentures

(Continued)

Notes:

g 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.

22, 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 2013,
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 2013, 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:

RBRGBZHEE Long position in the Shares
FERBEE
RipERR HEBRTREALH
RERERB fERBE 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
L (K 584,000,000 Em#EAA 69.00%
Cheerhill (Note) Beneficiary owner
Htat - Note:

584,000,000 iR 13 Th A IE#5 - A 2 23D
EEITRADRHEETELEE T FIELE 5
Bk Wizt FEKEERBERMBEESR
RESHEA38% 26% 11.5% * 11.5% * 6.5% &
6.5% o BRUB4T &z T RB L fB S AE SN Hih A £
RRITEE-

BEXPREEEIN RZBE—=FX
A=18 BARXRMA BEEAA
TRBD SARRE B 0 Fh FE B AR IR A5 2
T HAE 16 ) 5533615 ZH M R A A 4% 52
ZREBRIORE °

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 2013,
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 2013 and
30 June 2013.

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 2013.

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 2013,
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 2013, in compliance with the Corporate
Governance Code (the “CG Code”) 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; approved
and adopted Director succession plan; and
made recommendations to the Board on the re-
appointment of Directors.
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Remuneration committee

The Remuneration Committee currently
comprises 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 2013 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 2013. 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, 23 August 2013
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