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ATER Corporate Information

BEXg BOARD OF DIRECTORS
B =t (FE) Mr. Liu Hongliang (Chairman)
FFIEE Mr. Wang Zijiang

(RZF—F+ A =+— HETA4EHE) (resigned as a general manager on 31 December 2014)
SME WA (A4 ) Mr. Guo Xitian (General manager)

(RZF—AF—H—HEZTBBIE) (appointed as a general manager on 1 January 2015)
SRR L Mr. Guo Yucheng
SEEEE Mr. Gao Baoyu
RWERE Mr. Leung Kam Wan
2EHEE Mr. Liu Chenguang
EEgXEETE BOARD COMMITTEES
RWELE (£/E) Mr. Leung Kam Wan (Chairman)
SEERLE Mr. Gao Baoyu
AEHEE Mr. Liu Chenguang
BEXLE (F/E) Mr. Liu Chenguang (Chairman)
SEERLE Mr. Gao Baoyu
ZWELAE Mr. Leung Kam Wan
Rt = A Mr. Liu Hongliang
Bt =k (/) Mr. Liu Hongliang (Chairman)
RIRE LA Mr. Leung Kam Wan
Gl =3 b Mr. Liu Chenguang
MEKEE (F/F) Mr. Guo Yucheng (Chairman)
BELEE Mr. Gao Baoyu
HBEE Mr. Fu Anxu

(RZF—pF+ = H=+—HEHE) (resigned on 31December 2014)
BIRREE Mr. Sun Zhenmin

(R=ZF—AF—H—HEZ(F) (appointed on 1 January 2015)

NRIMWE COMPANY SECRETARY
BB L+ Ms. Lau Wai Chun
B2 E A INDEPENDENT AUDITOR
BREUERZSMEBEMERA BDO Limited
FEFRET PRINCIPAL BANKERS
FRRTIT (BB BRAT Bank of China (Hong Kong) Limited
R TRERITES T OIT Industrial and Commercial Bank of China, Weifang Branch
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ATEH Corporate Information

HONG KONG SHARE REGISTRAR AND TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited
Shops 1712-1716 on the 17th Floor

Hopewell Centre 183 Queen’s Road East

Wan Chai

Hong Kong

REGISTERED OFFICE

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

PRINCIPAL PLACE OF BUSINESS IN HONG KONG

Room 2204A on the 22nd Floor
Bank of America Tower

12 Harcourt Road Central

Hong Kong

HEAD OFFICE AND PRINCIPAL PLACE OF BUSINESS
IN THE PEOPLE’S REPUBLIC OF CHINA (THE “PRC")

Weifang High Tech Industry Development Zone
Weifang City

Shandong Province

The PRC

COMPANY WEBSITE

www.tdchem.com

STOCK CODE
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”): 609
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E Results
(UABEFLIT) (expressed in RMB'000)
R Turnover
EM Gross profit
ARAEEA Profit attributable to

FEA& 5 A owners of the Company

BREXEN (ARE)
(BEJ) &)

REAFIE HE HER
Basmn B ([RGB

(as restated, note 1)

depreciation and amortisation

WE - TEREER (“EBITDA”)
BF )
BB R Financial Positions
(UABEFLIT) (expressed in RMB'000)
BEE Total assets
BeE Total liabilities
ERFEE (ARE) Net assets per share (in RMB)
(BEH K1) (as restated, note 1)
g Ya e Financial Ratios
BN & Current ratio
REP L= Quick ratio
BELE Gearing ratio
P 5
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Basic earnings per share (in RMB)

Earnings before interest, taxation,

DER S L
Notes 2010
881,775

223,768

129,226

2 0.158
199,611

3 739,287
4 211,772
5 0.626
6 1.8
7 1.4
8 7.0%

Notes:

“2——F %= —E-ZF ZE-NF
2011 2012 2013 2014
972,163 1,003,895 1,195,178 1,121,127
219,761 261,603 342,888 284,172
132,360 159,182 188,086 154,505
0.156 0.188 0.222 0.182
210,083 251,014 320,563 279,007
858,251 960,610 1,105,465 1,230,982
228,580 192,819 175,383 176,565
0.744 0.907 1.098 1.245
2.3 2.3 2.9 3.7

18 1.9 2.4 3.1
5.0% 3.1%  FEBNA  TEANA

The number of ordinary shares of the Company (the “Shares”) has been
adjusted for the issue of bonus shares (1 for 1) approved pursuant to the
annual general meeting of the Company held on 13 May 2011.

Basic earnings =
per share

Total assets =
Total liabilities =

Net assets per =
share

Current ratio =
Quick ratio =

Gearing ratio =

KRB TER B AR TIANDE CHEMICAL HOLDINGS LIMITED

Profit attributable to owners of the Company -+
Weighted average of issued Shares for the year.
(The calculation of basic earnings per share is based
on the weighted average number of 819,723,222,
846,229,704, 846,878,000, 846,878,000 and
846,878,000 Shares for the five years ended 31
December 2010, 2011, 2012, 2013 and 2014
respectively.)

Non-current assets + Current assets
Non-current liabilities + Current liabilities

Shareholders’ equity = Number of issued Shares
at the year end. (As at 31 December 2010, 2011,
2012, 2013 and 2014, the calculation of net assets
per share is based on the number of issued Shares
of 842,496,000, 846,878,000, 846,878,000,
846,878,000 and 846,878,000 respectively.)

Current assets — Current liabilities
(Current assets - Inventories) — Current liabilities

Net debts (Total borrowings net of bank and cash
balances and pledged bank deposits) =+ Shareholders’
equity
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MR ER B FEHBHE FinanciaﬂIﬁHighIights and Five Years Financial Summary

EXBE(AR®TR) EFM(AR%EFR)
TURNOVER (RMB'000) GROSS PROFIT (RMB’000)

208,795
) 912,332 284,72)
165,031
1,030,147 342,888
216,616
) 787,279 261,603
200,162
) 772,001 219761
187,746
) 694,029 223768

N N FE
Overseas w1 e PRC
EABREEABERERN (AR%EFR) REARE -BE -FERBHEIBFN (ARETFRT)
PROFIT ATTRIBUTABLE TO OWNERS OF EBITDA (RMB'000)
THE COMPANY (RMB’000)

154,505 ) 279,007 )
188,086 320,563
159,182 251,014
132,360 210,083
129,226 199,611
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FEEFERN FENFPRECERERATISE
SOREE WEREHEEER EMEANERNT
BE-BNMEAERR ([AERR)])MERVF
AR WIS EEIE ErReHFET A
CERREE-HEFRAL AEEEEERD
FOB T T62%M17.9% -

AR EEBFERN NEEOXHERDAR
RRIFRE AEEKBEERAREFEENRDY
BN U NREBOEERBKRATZAE
Mo HAFBFERBELNONERENHAR
BUD - At AR B RREITEN B RERE  #
BEEASERERHEAROMBSIBRE D - Al
R KIEARENRRRE SERBDLETEH
TEAEETBECE—FTUE UREZREN
ERMERTAENERE - TNRRERZ
B hEBRAREGFERFEL RBENRNER
E— R LR BRERAARERTE IR
BRESNMBHENERRKE-

BEARNBRREMAAREE JE2HAKER
BORAREERELEBER -

A softer Chinese economy driven a weaken demand in the PRC market
and put the selling price under pressure thus eroding the profit margin
of the Group during the year under review. Coupled with the business
operation of the joint venture company (the “JV Company”) is still
in a preliminary stage and recorded operating loss, it was inevitably
affecting the Group’s overall performance. Both turnover and net
profit of the Group had decreased by 6.2% and 17.9% respectively as
compared with that of last year.

Nevertheless, the business infrastructure of the Group is still in good
shape during the year under review. The Group consistently delivered
a better liquidity position than previous years. Besides, the production
strategy of the Group is still working well. The market reception of
new products launched at the beginning of this financial year was very
positive so that the Group took swift action to expand the production
capacity. The additional capacity allows the Group to capture potential
market growth in the future. Meanwhile, pursuant to the Group's
development strategy, the production layout is continuously improving,
the production process has been further advanced, and more facilities
have also been upgraded to allow room for further expansion of higher
potential products and also entail the Group to uphold its competitive
advantages and facilitate further business expansion. The above
measures are paving an important way to keep the pace for further
business growth of the Group.

The JV Company is going to commence commercial operation very
soon. It is expected that positive contribution will be delivered from the
JV Company to support sustainable development of the Group in the
future.
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The outlook for the PRC economy is still subject to uncertainty,
however, it is believed that the central government has sufficient
policy levers to stimulate growth if the economic environment is
further deteriorating. With a relatively stable business environment,
capitalising on the Group’s solid business platform and its healthy
financial position, it is capable to support the deployment of new
business growth in the near future. The Group is well-positioned for
the next stage business development. In the forthcoming year, the
Group will put extra efforts in identifying new sources of revenue
and actively explore potential investment opportunities in order to
add new dimension to the Group’'s growth path. The Board is fully
confident in the prospect of the Group’s business as a whole and
believed that the Group will stay soundly and steadily on the path
of sustainable profitability. The Board is committed to execute the
business development plan of the Group diligently and carefully so as
to enhance the shareholder value of the Company.

The Board proposed a final dividend of 4.5 HK cents (2013: 4.5 HK
cents) per Share for the financial year ended 31 December 2014.
Subject to the approval by the shareholders of the Company (the
“Shareholders”) at the forthcoming annual general meeting of
the Company, the final dividend is tentatively to be distributed to
Shareholders on or about 26 June 2015.

I would like to express my gratitude to our employees for their diligence
and my fellow directors and management team for their commitment
and dedication, as well as the Shareholders’ ongoing support.

On behalf of the Board
Liu Hongliang
Chairman

Hong Kong, 23 March 2015

KRB TER B AR TIANDE CHEMICAL HOLDINGS LIMITED



BIHR S0 BITER EFSEF([EF])
RAEBEEBRAZ —-BILEBEAEEEER
BEEREERBRR - R —NAN_FEERERR
B (RRBATRHARMAS (FER) ) EBE
AE#ET -BlEEE— AN\ ZFEE—NAALZ
FHRERESTHRMTHEMEIRE 4 &
% BlAEBEEMA TR —NANERIHET K
AR ERBAERET AR ([HHRA]) (AT&H
BB RLCEEELRBRERAR) 2L 4E
FlETEERBI0FLEER -

FFT 505K RITEERARERIMAZ -8
TR CHE-A-REET-OF+-A=1—
A ITREDAQAELEE AREERERAD
SEBREE-FR-AN\NFEEXRBER(LT
Bl (ABAMRIEAR) IBLEBIR K
B—AN—FRRET I RMP TR B
HI=F-Hig TRER—ANNFHR A4
HiRohe EREECTERBB20FLER -

BHE - 535 AITES - WAARFEIRKLIEY
R-ZE-—RAF—A—BENR/ARRFRKLHE -5
EERBASEEMNERAEEBREF KR
—NMNZFEXRERAMSR CAEATEA
HAB(ER) ) TEERERAET -NMER
SEAT FBAEGERPILREEREAL TR
BEER—NANANF=ZAMBARER E(LITE
HEHBI0FLR-

BEM - 585 MITEF-HELBEAEEER
ZERBRBREIFE - BFR-NAN_FEEXRE
ROmBR CREATEAMASE (ER) )
EEAEREI -R_ZTETFMBALEEA
BEEB-NN_FE-BERAETERECTRE
B R — NN EEILREE T T2 S B
SATEZEERRASRIEM LR
ZETE+T_ANBAKE £ TEHEA R3O0
FiEE-

LIU Hongliang, aged 59, is an executive Director, the chairman of
the Board (the “Chairman”) and one of the founders of the Group.
Mr. Liu is responsible for the overall strategic development and policy
of the Group. He graduated from East China Petroleum Institute (now
known as China University of Petroleum) in 1982, majoring in basic
organic chemistry. Mr. Liu spent more than ten years from 1982 to
1993 in Weifang New Technology Research Centre. After that, Mr. Liu
established Weifang Tianhong Equity Investment Company Limited
(“Weifang Tianhong”) (formerly known as Weifang Tianhong Corporate
Management and Consultancy Company Limited) with others in 1996.
Mr. Liu has over 30 years of experience in the chemical industry.

WANG Zijiang, aged 50, is an executive Director and one of the
founders of the Group. Mr. Wang was general manager of the
Company and responsible for the management and supervision of the
overall operation of the Group from 1 January 2012 to 31 December
2014. He graduated from Nanjing Chemical College (now known
as Nanjing University of Technology) in 1988, majoring in chemical
engineering. He worked three years since 1991 in Weifang New
Technology Research Centre. After that, Mr. Wang co-founded Weifang
Tianhong in 1996. Mr. Wang has over 20 years of experience in the
chemical industry.

GUO Xitian, aged 53, is an executive Director. He was deputy general
manager of the Company and promoted as general manager of the
Company since 1 January 2015. Mr. Guo is currently responsible for the
management and supervision of the overall operation of the Group. He
graduated from East China Petroleum Institute (now known as China
University of Petroleum) in 1982, majoring in basic organic chemistry.
Prior to joining the Group, Mr. Guo had been working in Shandong
Zibo Dongfeng Chemical Factory. Mr. Guo joined the Group in March
1999. Mr. Guo has over 30 years of experience in the chemical industry.

GUO Yucheng, aged 58, is an executive Director. Mr. Guo is
responsible for the overall safety and environmental protection of the
Group. He graduated from East China Petroleum Institute (now known
as China University of Petroleum) in 1982, majoring in basic organic
chemistry. Prior to joining the Group in 2000, Mr. Guo had been
working for Weifang Organic Chemicals Factory since 1982. He was
accredited as a senior engineer by The Jury of Senior Title of Chemical
Technical Post, Shandong Province in 1994. Mr. Guo joined the Group
in December 2000. Mr. Guo has over 30 years of experience in the
chemical industry.
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GAO Baoyu, aged 53, has been appointed as an independent
non-executive Director since 4 October 2006. He is the professor
of environmental engineering and the tutor of the postgraduate
students studying for doctorate degrees of Shandong University
since September 1999 and November 2001 respectively. He was also
the dean of the school of environmental science and engineering of
Shandong University from January 2001 to November 2012. Mr. Gao
was awarded by Shandong Provincial People’s Government as one of
the Middle-aged and Young Expert with Outstanding Contributions in
Shandong Province in 2007. He graduated from Tsinghua University in
1999 with a doctorate degree in engineering majoring in environment
engineering.

LEUNG Kam Wan, aged 49, has been appointed as an independent
non-executive Director since 1 March 2007. Mr. Leung graduated from
Hong Kong Baptist University and Hong Kong Polytechnic University
with a degree of Bachelor of Business Administration in Finance and a
master degree in corporate governance in 1992 and 2007 respectively.
Mr. Leung is an associate member of The Hong Kong Institute of
Certified Public Accountants, a fellow of The Association of Chartered
Certified Accountants, an associate of The Institute of Chartered
Secretaries and Administrators and an associate of The Hong Kong
Institute of Chartered Secretaries. Mr. Leung has been a practicing
certified public accountant for over 10 years. He has extensive
experience in financing, accounting and auditing. Mr. Leung currently is
the managing director of Leung Kam Wan CPA Limited and a director
of CCTH CPA Limited.

LIU Chenguang, aged 52, has been appointed as an independent
non-executive Director since 4 October 2006. Mr. Liu obtained from
East China Petroleum Institute (now known as China University of
Petroleum) a bachelor’s degree in science majoring in petroleum
refining in 1982 and a master’s degree in applied chemistry in 1985.
He also obtained his doctorate degree in applied chemistry from China
University of Petroleum (Beijing) in 1991. Mr. Liu has been appointed
as an associate professor of China University of Petroleum in 1992,
was then promoted as a professor in 1994 and subsequently took on
the post as the tutor of post-graduate students studying for doctorate
degrees in 1998 and has ever since become the professor and tutor at
China University of Petroleum. Mr. Liu was the dean of the college of
chemical engineering of China University of Petroleum from May 2004
to April 2013. Currently, he is a professor of the college of chemical
engineering of China University of Petroleum. Mr. Liu is a member of
China Petroleum Society, China Chemistry Society, China Chemical
Society, American Chemistry Society and director of Shandong
Chemistry and Chemical Society.

KRB TER B AR TIANDE CHEMICAL HOLDINGS LIMITED
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The turnover of the Group for the year ended 31 December 2014
decreased by 6.2% to approximately RMB1,121.1 million, as compared
with approximately RMB1,195.2 million in 2013. The decrease in
turnover was mainly due to the adjustment of selling price downwards
in response to the sluggish demand in particular the PRC market.

The gross profit of the Group trimmed to approximately RMB284.2
million, representing a decrease of 17.1% as compared with
approximately RMB342.9 million in 2013 while the gross profit margin
also dropped to 25.3% when compared with 28.7% in 2013. The
decrease was mainly attributable to the decrease of selling price during
the year under review.

The other income was mainly comprised of (i) government grants; (ii)
release of deferred income; (iii) gain on disposals of property, plant and
equipment; (iv) exchange gain, net; (v) interest income from finance
lease; and (vi) other miscellaneous income during the year under
review.

The selling expenses increased by approximately RMB7.8 million
to approximately RMB35.2 million (2013: RMB27.4 million) during
the year under review. The increase was principally attributable to
the increase of overseas sales resulting in the increase of overseas
transportation costs. The selling expense as a percentage of the
Group’s turnover was 3.1% (2013: 2.3%).

During the year under review, the administrative and other
operating expenses decreased by approximately RMB2.7 million from
approximately RMB48.1 million in 2013 to approximately RMB45.4
million. The decrease was mainly due to the decrease of staff cost
and other local taxes. Administrative and other operating expenses
expressed as a percentage of the Group’s turnover was 4.1% (2013:
4.0%).
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Finance costs mainly represented bank borrowings interest, which
decreased by approximately RMB5.0 million from approximately
RMB5.6 million in 2013 to approximately RMBO0.6 million in 2014. The
decrease was mainly due to a decrease in bank borrowings during the
year under review in light of the Group's sound financial position.

On 30 June 2011, the Company entered into a joint venture agreement
(the “JV Agreement”) with Henkel Hong Kong Limited (“Henkel”) to set
up a JV Company for developing a specialty chemical for an industrial
use product and the JV Agreement became effective from 23 February
2012. Under the JV Agreement, (i) the Company was granted with
a call option to require Henkel to sell or cause the sale of all of the
equities of the JV Company held by Henkel and/or its affiliates to the
Company at the call option price; and (i) Henkel was granted with a
put option to require the Company to purchase or cause the purchase
of all of the equities of the JV Company held by Henkel and/or its
affiliates at the put option price. Such options can only be exercised
during the option period set on specified future dates (please refer
to the announcement of the Company dated 3 July 2011 for details).
Thus, the JV Agreement is deemed to contain embedded derivative
which is required to be carried at fair value under Hong Kong financial
reporting standard. For the year ended 31 December 2014, the fair
value gain on the embedded derivative financial instruments was,
determined by an independent valuer adopting a binomial lattice model
at, approximately RMB2.1 million (2013: a loss of RMB5.6 million).

Details of the embedded derivative liabilities are set out in note 32 to
the financial statements for the year ended 31 December 2014.

The profit of the Group for the year has decreased by approximately
RMB33.6 million to approximately RMB154.5 million, representing a
decrease of 17.9% as compared with that of approximately RMB188.1
million in 2013.

KRB TER B AR TIANDE CHEMICAL HOLDINGS LIMITED
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The Group's primary source of funding included the net cash inflow
generated from operating activities of approximately RMB152.6
million (2013: RMB174.7 million); newly raised bank borrowings
of approximately RMB30.6 million (2013: RMB16.3 million);
interest received of approximately RMB0.2 million (2013: RMBO.1
million); proceeds on disposals of property, plant and equipment of
approximately RMB2.6 million (2013: RMBO0.4 million); and received
government grant of approximately RMB5.0 million (2013: Nil). With
the financial resources obtained from the Group’s operations, the
Group had spent approximately RMB85.5 million (2013: RMB103.4
million) in the acquisition of property, plant and equipment; loan made
to the JV Company of approximately RMB28.1 million (2013: Nil);
repayments of bank borrowings of approximately RMB33.3 million
(2013: RMB57.0 million); interest paid of approximately RMBO0.7 million
(2013: RMB5.7 million) and dividend paid of approximately RMB30.3
million (2013: RMB25.8 million) during the year under review. As
at 31 December 2014, the Group had bank and cash balances of
approximately RMB62.9 million (2013: RMB49.6 million), of which
75.4% was held in Renminbi, 20.3% was held in United States
dollars and the remaining balances were held in Hong Kong dollars
and EUROs. During the year under review, the Group did not use any
financial instruments for any hedging purposes.

As at 31 December 2014, the Group had recorded net current assets of
approximately RMB402.5 million (2013: RMB286.0 million), the current
ratio of the Group was approximately 3.7 times (2013: 2.9 times), and
bank borrowings of approximately RMB30.6 million (2013: RMB33.3
million). The Group retains its strong financial position and attained a
net cash balance of approximately RMB32.4 million (total cash and cash
equivalent net of total borrowings) as at 31 December 2014 (2013:
RMB16.3 million).

With a continuous positive net cash inflow generated from its
operations and its cash resources on hand and undrawn banking
facilities obtained from its banks, the Group has sufficient financial
resources to meet its commitments and working capital requirements.
The Group will continuously monitor its cash outflow closely and
cautiously in the coming years and dedicate to maintain a sound
financial position and improve the equity return to the Shareholders.

As at 31 December 2014, no prepaid land lease payments (2013:
RMB29.6 million) were pledged to secure the Group’s bank
borrowings.
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As at 31 December 2014, the Group had no material contingent
liabilities.

As at 31 December 2014, the Group had commitments which has been
contracted but not yet been provided for in the aggregate amount
of approximately RMB72.0 million (2013: RMB104.6 million), among
which approximately RMB61.9 million (2013: RMB100.0 million) relates
to the loan commitment for the joint venture project and the rest for
purchases of property, plant and equipment as well as construction in
progress, while the capital commitment for authorised but not yet been
contracted for in the aggregate amount of approximately RMB150.8
million (2013: RMB115.8 million) relates to the purchase of property,
plant and equipment as well as construction in progress.

The Group adopts a prudent approach on its funding and treasury
policy, which aims to maintain an optimal financial position and
minimise the Group's financial risks. The Group regularly reviews the
funding requirements to ensure adequate financial resources to support
its business operations and future investments as and when needed.

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 fluctuations
was caused by the impact of Renminbi exchange rate movements
during the year under review. Most of the Group's income and
expenses are denominated in RMB except for export sales which were,
in majority, denominated in United States dollars. However, 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 year under review. Besides, the Group will consider
adoption of cost-efficient hedging methods in future foreign currency
transactions as and when appropriate.

As at 31 December 2014, the Group has 1,009 (2013: 997) full-time
employees. The increase in the number of employees was in line with
the expansion in business activities during the year under review.

For the year under review, the total staff costs incurred including
directors’ remuneration increased to approximately RMB75.8 million
(2013: RMB70. 1million).
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The Group has established its human resources policies and scheme
with a view to deploy the incentives and rewards of the remuneration
system which includes 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 coverage and provident
funds, have also been provided to the employees of the Group.

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

The Company 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. During the year
under review, no share option of the Company has been granted.

The PRC government imposed a series of measures to prevent
the PRC economy from overheating. Consequentially, the Chinese
manufacturing sector is facing a slowdown. The customers of the
Group adopted a defensive approach to keep a low inventory level
and thus dragged down the demand and drove down the selling
price. The Group has undertaken appropriate measures to mitigate
the adverse impacts amid the difficult business environment, such as
taking proactive ways to generate sales lead and promoting newly
launched products. Consequently, the overall turnover of the Group
experienced a small decline only as compared to last year. On the other
hand, the Group has also aggressively improved the production process
and upgraded production technology to enhance production efficiency
as a whole and realigned its production layout to respond rapidly to
ever changing market conditions. It has partially alleviated the adverse
impacts, however, the Group still recorded a decline in net profit.
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Despite a decline in financial performance, it did not deter the
enhancement of intrinsic value of the Group. During the year under
review, the Group has stayed put with its business strategy, the
production layout has been strengthened in order to free up production
capacity for products with higher profit margin and to fuel the next
stage of business development. The expansion of production capacity
for newly launched products has been completed. It is expected
that the additional capacity will expand the revenue base in the
forthcoming year. Besides, the Group has started to further intensify
the automation of production processing aiming to achieve production
efficiency enhancement effectively and costs saving substantially in
coming future. Lastly, the Group has continuously maintained a sound
financial position to cater for the investments in viable new business
opportunities (if any) in the future. The Group will align with its
business development strategy to continuously uplift the overall layout
of production lines in response to market conditions as and when
appropriate.

Cyanide and its derivative products is still the major contributor to
the Group's performance. The turnover of this category of products
accounted for 88.7% (2013: 86.7%) of the Group's total turnover. The
sales performance remained stable because new products launched
during the year under review gave impetus to the turnover growth
so as to mitigate the adverse effects of decrease in market demand.
However, weakened selling price resulted in a decrease in profit
within this category of products. Aiming to improve results under
this challenging business environment, the Group has expanded
and improved the production facility’s performance and built a well
production layout leading to further automated production process
in the next phase. Besides, the Group has dedicated to enrich new
products variety in order to tap the potential business development
opportunity via its research and development. The production capacity
for new products has been expanded. Turnover growth in the next
financial year is anticipated due to a widely earned market recognition
and expanded production capacity in such new products. The Group
will continuously capitalise its competitive edge to derive growth
momentum through continuously expanding the production capacity of
the market-relevant product and its portfolio in the future. The growth
momentum of the existing major products should have brought the
Group along a path of success in the last few years and should deliver
consistent results in the foreseeable future, the newer products will
realise its market potential and generate new revenue growth to the
Group. Thus, the Board remains optimistic about perpetuating steady
growth of this category of products in the long run.
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The turnover from external customers of alcohol products recorded
slight growth under a relatively steady market. The decrease in profit
was mainly due to increase in the transportation cost during the year
under review. As usual, the Group regards this category of products
as a means to provide stable internal supply and external sale will
be made if there is an excess. In addition, the Group will focus on
strengthening procurement strategies to improve the profit margin of
this category of products in midst of the market with limited growth.

The turnover from external customers of this category of products
recorded healthy growth but the profit decreased obviously. It was
mainly attributable to the substantial increase in raw material costs
during the year under review. This category of products plays a pivotal
supportive role within the production chain of the Group and is one
of the essential elements of the competitive advantage of the Group.
Hence, additional focus has been placed on advancing production
facilities, process and technology to improve productivity of this
category of products during the year under review. The Group will
continuously improve the productivity of this category of products in
the near future in order to contribute better margins to the Group as a
whole.

Trial production commenced only in the fourth quarter of this year
and hence the turnover of the JV Company was insignificant. Also, at
a preliminary business startup stage, the JV Company did not provide
positive contribution to the Group during the year under review.
Nevertheless, the JV Company has commenced trial production and
launched a series of proactive sales and marketing activities. The JV
Company is gearing up to start the commercial production in the short
run as at the date of this report. The forward plan is to commission
the expansion of production capacity to cater for the expected market
demand in coming future. It is believed that the JV Company will
provide positive contribution to the Group in the foreseeable future.
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Looking forward, the PRC remains a critical market to the Group.
The future governmental policies of the PRC will have a direct impact
on market direction. The PRC’'s economic growth still tends to
slowdown. Operating environment in the PRC remains challenging
for all manufacturing industries. Nevertheless, the Group will move
forward steadily along its path of business development plan. A
key focus of the Group in the short run will be on upgrading the
existing production facilities and advancing the production process
in order to further automate and streamline the operations with an
aim to keep strengthening the Group’s core competitive edge of
productivity. Besides, the Group will continue to leverage its research
and development expertise to develop new products to sustain business
growth over the long term. Apart from that, with a sound financial
position, the Group will stay alert to seize any business opportunities
so as to broaden the revenue base of the Group. Based on the current
economic climate, barring any unforeseen negative economic or other
events, the Board is optimistic regarding the prospects of Group in
the coming year. The Board remains confident that the development
strategies of the Group could drive the business growth of the Group
and maximise the return to the Shareholders.

KRB ITER BB 2R TIANDE CHEMICAL HOLDINGS LIMITED



EEMAREAEEHE_FT-—HF+ A
=T -RLEFEZFRERAEEZTBERE -

ARBIRBREZERAR AEBZ T EZXBK R
B SLENHERALELIRER ZFEMAED
RUEXEER: AECAMERETHER B
BER SLBRERETHEMEEMETES-

AEEBE—_T-NE+_A=+—BLFEZ
FEFENAFRBATENGFAWER -
EEERRERPBESRASEUW(=ZF—=

Fra5%8) - ?E,HHZK’ATH#X%@EC*? heF
NAZTARB(EHRE) AR -Z—AF A AR
B(EHA)BINARARREMZBRIRMR
HlRE HEARKRERAAREERREFAS
(22— FRRBFERE]) LHERTTAIE

g o

—E-RAFRRBEAGHR _FT-AFHA
“t+ZR(EHR) BT -BR-_FT-AFERFRE
FREZHAB REBFL2H -_Z-AFOA++L
HZARARBE —E—AFRFEAFAEBRS
REEM 2 KRB IR -

RETEREE _Z-—HFRRBEFRASLNE

FRENRE AR T#HEE_? AFRAZ=Z+
B(EM=)Z2-_E—RFRAA-+=-H(EH
5) (BREEEMX) LR EHEREERLF
BN ESHE T AFRRAFASIR
Aﬂ;wzgﬂ FrERPXHEREBRER
BER-_Z—RAFRATAB (EHD) TN
B+ ERARBIZEEROHBEFELED
BHRREBHFELERAR Ut ABRBETER
KEHRISIFHAMALITFEIEI1712-1716F »

The Directors is pleased to present the annual report together with
the audited financial statements of the Group for the year ended 31
December 2014.

The Company is an investment holding company. The principal business
of the Group includes the research and development, manufacture and
sales of fine chemical products, which is broadly categorised into four
major product groups, namely the cyanide and its derivative products,
the alcohol products, the chloroacetic acid and its derivative products
and other chemical products.

The results of the Group for the year ended 31 December 2014 are set
out in the consolidated income statement on page 47 of this annual
report.

The Directors recommend the payment of a final dividend of 4.5 HK
cents (2013: 4.5 HK cents) per Share. The final dividend is tentatively
to be distributed by the Company on or about Friday, 26 June 2015 to
the Shareholders whose names appear on the register of members of
the Company on Friday, 5 June 2015, which is subject to the approval
of the Shareholders at the forthcoming annual general meeting of the
Company (the “2015 AGM”).

The 2015 AGM will be held on Friday, 22 May 2015. Shareholders
should refer to the details regarding the 2015 AGM in the circular of
the Company of 17 April 2015 and the notice of the 2015 AGM and
the form of proxy accompanying thereto.

For the purpose of ascertaining the Shareholders who are entitled to
attend and vote at the 2015 AGM, the register of members of the
Company will be closed from Wednesday, 20 May 2015 to Friday,
22 May 2015, both days inclusive. In order to qualify for the right to
attend and vote at the 2015 AGM, all transfers accompanied by the
relevant share certificates should be lodged with the Company's share
registrar and transfer office in Hong Kong, Computershare Hong Kong
Investor Services Limited at Shops 1712-1716 on the 17th Floor of
Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong, for
registration not later than 4:30 p.m. on Tuesday, 19 May 2015.
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For the purpose of ascertaining Shareholders who qualify for the
proposed final dividend in respect of the year ended 31 December
2014, the register of members of the Company will be closed from
Wednesday, 3 June 2015 to Friday, 5 June 2015, both days inclusive.
In order to qualify for the proposed final dividend, all transfers
accompanied by the relevant share certificates should be lodged with
the Company’s share registrar and transfer office in Hong Kong,
Computershare Hong Kong Investor Services Limited, at Shops 1712-
1716 on the 17th Floor of Hopewell Centre, 183 Queen’s Road East,
Wanchai, Hong Kong, for registration not later than 4:30 p.m. on
Tuesday, 2 June 2015.

Details of movements during the year under review in the share capital
of the Company are set out in note 28 to the financial statements for
the year ended 31 December 2014.

A summary of the results and of the assets and liabilities of the Group
for the last five financial years is set out on page 4 of this annual
report.

Details of movements in the reserves of the Group and of the Company
are set out in the consolidated statement of changes in equity of the
Group on page 53 of this annual report and note 29 to the financial
statements for the year ended 31 December 2014 respectively.

Under the Companies Law of the Cayman Islands, the share premium
account of the Company can be used for paying distributions or
dividends to Shareholders subject to the provisions of its memorandum
or articles of association and provided that immediately following the
distribution of dividend, the Company is able to pay its debts as they
fall due in the ordinary course of business. As at 31 December 2014,
the Company’s reserves available for distribution to Shareholders
amounted in total to approximately RMB230.3 million (2013:
RMB229.9 million).
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During the year under review, the Group spent approximately RMB85.5
million (2013: RMB103.4 million) on property, plant and equipment
to expand its production capabilities. Details of the movements in the
property, plant and equipment of the Group are set out in note 14 to
the financial statements for the year ended 31 December 2014.

The Group's investment properties were revalued at the year end date.
The fair value increase on investment properties arising on revaluation
amounting to approximately RMBO0.3 million (2013: RMB1.2 million)
has been credited to the consolidated income statement. Details of
movements in the investment properties of the Group are set out in
note 16 to the financial statements for the year ended 31 December
2014.

During the year under review, the Group did not make charitable and
other donations (2013: Nil).

For the year ended 31 December 2014, the five largest customers
accounted for approximately 21.0% (2013: 16.3%) of the Group’s
total turnover, whilst the turnover attributable to the Group's largest
customer accounted for approximately 6.5% (2013: 5.6%) of the
Group’s total turnover.

For the year ended 31 December 2014, the five largest suppliers
accounted for approximately 33.5% (2013: 36.6%) of the Group’s
total purchases, whilst the purchases attributable to the Group’s largest
supplier accounted for approximately 11.6% (2013: 11.6%) of the
Group’s total purchases.

At no time during the year under review did any Director, any associate
of a Director or any Shareholder (which to the knowledge of the
Directors owns more than 5% of the Company’s share capital) has an
interest in any of the Group's five largest customers and suppliers.
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The Directors during the financial year under review and up to the date
of this report are:

Executive Directors:
Mr. Liu Hongliang
Mr. Wang Zijiang

Mr. Guo Xitian

Mr. Guo Yucheng

Independent non-executive Directors:
Mr. Gao Baoyu

Mr. Leung Kam Wan

Mr. Liu Chenguang

In accordance with articles 86 and 87 of the Company’s articles of
association (the “Articles of Association”), Mr. Wang Zijiang, Mr. Guo
Yucheng and Mr. Gao Baoyu shall retire and, being eligible, except for
Mr. Guo Yucheng, offer themselves for re-election as Directors at the
2015 AGM. Mr. Guo Yucheng, an executive Director, has not sought re-
election at the AGM due to other business engagements which requires
more of his dedication, and will retire as a Director and a chairman
of safety and environmental protection committee with effect from
the conclusion of the 2015 AGM. In view of the retirement of Mr.
Guo Yucheng, the Directors recommend Mr. Gao Feng to be elected
as an executive Director at the 2015 AGM pursuant to the Articles
of Association. Details please refer to the circular of the Company of
17 April 2015.

The independent non-executive Directors were appointed for an initial
term of not more than three years and will be renewable automatically
for successive term of three years until terminated by not less than one
month’s notice in writing served by either party on the other.

The executive Directors have entered into service contracts with the
Company for a term of 3 years and thereafter shall continue from
year to year until terminated by giving three months’ notice in writing
thereof by either party to the other.

No person proposed for re-election at the 2015 AGM has an unexpired
service contract which is not determinable by the Company or any its
subsidiaries within one year without payment of compensation, other
than statutory compensation.
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AE/HBEEER
Name of company/
associated corporation

EEn

Name of Director

AHmxs
Mr. Liu Hongliang

B3 -

1. 584,000,000 & Ty EEEBHR AR ([E
B)HE E2NEBITRAHASSREE T
T BHEBEE BT L FPERELER
BRBEEDRKERHEF38.0%26.0%
11.5% *11.5% ~ 6.5% %6.5% ©

2. ARB LA NEIEHEE3B0%ERS  WHE AR
Bt EE1 At 2584,000,000 % A% 1D HE B #E2E o

B EXPIEEN R E—OFE+ - A=+—
B &8 ARAZBETHABRBFZBHEA
BLEEE A AR R S H AR AR HOE B 2 R A -
BB S EF 2 EAERIAR

TEREEFRAR (K1)
Cheerhill Group Limited (Note 1)

Save as disclosed in the paragraph headed “Connected Transactions”
set out in this report and note 35 to the financial statements for the
year ended 31 December 2014 on “Related Party Transactions”, no
contracts of significance in relation to the Group’s business to which
the Company or any of its subsidiaries was a party and in which a
Director had a material interest, whether directly or indirectly, subsisted
at the end of the year or any time during the year.

As at 31 December 2014, the interests and short positions of the
Directors and chief executive of the Company and their associates in
the shares and/or underlying shares of the Company and its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (the “SFO")), as recorded in the register maintained
by the Company pursuant to Section 352 of the SFO, or as otherwise
notified to the Company and the Stock Exchange pursuant to the
Model Code for Securities Transactions by Directors of Listed Issuers
(the “Model Code”) contained in Appendix 10 to the Rules Governing
the Listing of Securities on the Stock Exchange (the “Listing Rules”),
were as follows:

FMERAEE

R 13 R 2 HEBRTREAY
Number of AT D (%)
Shares held/ Approximate % in
interest in 54 the total issued
the Shares Capacity share capital
584,000,000 XEEE R 69.0%

(PiF5E2) Interest of controlled

(Note 2) corporation

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 38.0% by Mr. Liu Hongliang, 26.0% 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.

2. Mr. Liu is deemed to be interested in 584,000,000 Shares referred to in
Note 1 above by virtue of his 38.0% interests in Cheerhill.

Other than as disclosed above, none of the Directors, chief executive of
the Company nor their associates had any interests or short positions in
any Shares, underlying Shares or debentures of the Company or any of
its associated corporations as at 31 December 2014.
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As at 31 December 2014, the register of substantial Shareholders
maintained by the Company pursuant to section 336 of the SFO shows
that the following Shareholder had notified the Company of its relevant
interests in the issued share capital of the Company:

FERGEE,
B ESRAEE
Number of HEBRITRAEE
Shares held/ BAE D (%)

BREREMHE

Name of Shareholders

EIE (MEE)
Cheerhill (Note)

GHE

584,000,00008 & n AR EERH H2HEBHTRA
HMEtREE FFThL BHEMEL W2+
BEREERBRBEED B HFREXHEH38.0%"
26.0%11.5% *11.5% * 6.5% }6.5% °

B EXPEBEEN R_E—NF+_A=1+—
B ARELEEEMNA TSR RAARR
DR EAEAIREE S R ERIIZANG A RA
ZREIXRR HFEAARRREBEES LB KE
PIE336RFEZBECMP RS EamdllXE -

ARTEHERAR HEERKERRRRFR
B 88 B AE [l B 6 JE A (AT By L R AT L (R e &2
B BEE S A EBEARQR ST AEMEAE
BZBONEHESF (BHREES) MES-

interest in the Approximate % in

Shares and g1 the total issued
aggregated interest Capacity share capital
584,000,000 BEDBEBA 69.0%
Beneficiary owner
Note:

The 584,000,000 Shares were held by Cheerhill, the entire issued share capital
of which is ultimately beneficially owned as to 38.0% by Mr. Liu Hongliang,
26.0% 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.

Save as disclosed above, the Company has not been notified by
any person who had any interest or short position in the Shares or
underlying Shares as at 31 December 2014, which are required to be
notified to the Company under the SFO or which are recorded in the
register required to be kept by the Company under section 336 of the
SFO.

At no time during the year under review was the Company, its holding
company, or any of its subsidiaries and fellow subsidiaries, a party to
any arrangements to enable the Directors to acquire benefits by means
of the acquisition of shares in, or debt securities (including debentures)
of, the Company or any other body corporate.
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Certain related party transactions as disclosed in note 35 to the
financial statements for the year ended 31 December 2014 also
constituted connected transactions. The following transactions
between certain connected persons (as defined in the Listing Rules)
and the Group have been entered into and/or are continuing for which
relevant announcements, if necessary, had been made by the Company
in accordance with the requirements of the Listing Rules.

(a)

On 30 June 2011, the Company and Henkel entered into the JV
Agreement pursuant to which the Company and Henkel have
agreed to form the JV Company. Upon the incorporation of the
JV Company on 23 February 2012, Henkel, being a substantial
shareholder of the JV Company, has become a connected
person of the Company. Hence, the continuing transactions
contemplated under the framework supply agreements (the
“Supply Agreements”) entered into between the Company (acting
on its own behalf and on behalf of Weifang Parasia Chem Co.,
Ltd. (“Weifang Parasia”)) and Henkel AG & Co. KGaA (acting
on its own behalf and on behalf of Henkel Ireland Ltd. (“Henkel
Ireland”), Henkel Puerto Rico Inc. and Henkel Ltda.), being
associates of Henkel, on 28 January 2011 and 6 December 2013
constitute continuing connected transactions of the Company
under the Listing Rules 14A.60 and 14A.09 respectively.
During the year under review, Weifang Parasia has supplied
ethylcyanoacetate, methylcyanoacetate, nbutylcyanoacetate
and other chemical products to Henkel Ireland, Henkel Puerto
Rico Inc. and Henkel Ltda. from time to time under the Supply
Agreements.

On 6 November 2012, Weifang Dekel Innovative Materials Co.,
Ltd. (“Weifang Dekel”), an indirect non-wholly owned subsidiary
of the Company (as defined under the Listing Rules) entered
into a master supply agreement (the “Agreement”) with Henkel
Ireland, pursuant to which Weifang Dekel agreed to supply
and Henkel Ireland agreed to purchase products with different
parameter and specifications as set out in the Agreement
annually. No transaction has been incurred during the year under
review.
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The independent auditor of the Company was engaged to report on
the Group’s continuing connected transactions in accordance with
Hong Kong Standard on Assurance Engagements 3000 “Assurance
Engagements Other Than Audits or Reviews of Historical Financial
Information” and with reference to Practice Note 740 “Auditor’s
Letter on Continuing Connected Transactions under the Hong Kong
Listing Rules”, issued by the Hong Kong Institute of Certified Public
Accountants. The independent auditor of the Company has issued
a report containing the findings and conclusions in respect of the
continuing connected transactions disclosed by the Group under this
section in accordance with paragraph 14A.56 of the Listing Rules that
the transactions:

(1) have been approved by the Board;

(2)  have been in accordance with the pricing policies as stated in the
relevant agreement;

(3) have been entered into, in all material respects, in accordance
with the relevant agreement governing the transactions during
the year; and

(4) have not exceeded the annual caps disclosed in the
announcement of the Company dated 7 November 2012.

A copy of the report issued by the independent auditor of the
Company has been provided by the Company to the Stock Exchange.

The independent non-executive Directors have reviewed the above
transactions and confirmed that these transactions were entered into
by the Group (i) in the ordinary and usual course of business; (ii) on
normal commercial terms; and (iii) the transactions were entered into in
accordance with the agreements governing such transactions on terms
that are fair and reasonable and in the interests of the Shareholders as
a whole.

The above disclosure of the continuing connected transactions of the
Group has complied with the disclosure requirements in accordance
with the Listing Rules.
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() Pursuant to the sale and purchase agreement dated 18 June
2014 (the “Agreement”) entered into between Weifang Common
Chem Company Limited (#35 R Z#({EZ2F R A7) (“Weifang
Common”), an indirect wholly-owned subsidiary of the Company,
and Weifang Tianhong in which Weifang Common has agreed
to sell and Weifang Tianhong has agreed to purchase a property
at a consideration of RMB2,900,000. Weifang Tianhong is a
connected person of the Company as Mr. Liu Hongliang, Mr.
Wang Zijiang, Mr. Guo Xitian and Mr. Guo Yucheng, all being
executive Directors, have majority control and voting power
of Weifang Tianhong, the entering into of the Agreement
constituted a connected transaction of the Company. This
connected transaction of the Group has complied with the
disclosure requirements in accordance with the Listing Rules.

(d) Pursuant to a lease (the “Lease”) entered into between Weifang
Parasia, being a wholly owned subsidiary of the Company,
and Weifang Tianhong, Weifang Parasia leased the office
premises owned by Weifang Tianhong for a term of three years
commencing on 1 January 2012 at an annual rental payment
of RMB180,000, payable on a pro-rata basis at the end of
each quarter. Weifang Tianhong is a connected person to the
Company as Mr. Liu Hongliang, Mr. Wang Zijiang, Mr. Guo
Xitian and Mr. Guo Yucheng, all being executive Directors, have
majority voting control of Weifang Tianhong, the entering into of
the Lease constituted a continuing connected transaction of the
Company.

The above transaction (d) is de minimis transactions under Rule
14A.76(1) of the Listing Rules, thus it was exempted from the
reporting, announcement and independent shareholders’ approval
requirements under the Listing Rules.

Apart from the above transactions (c) and (d), other related-party
transactions set out in note 35 to the financial statements did not
constitute connected transactions or continuing connected transactions
under Chapter14A of the Listing Rules.

Save as disclosed above and in note 35 to the financial statements for
the year ended 31 December 2014, there were no other transactions
which need to be disclosed as connected transactions in accordance
with the requirements of the Listing Rules and no contract of
significance, between the Company, controlling Shareholders, or any
of its subsidiaries and fellow subsidiaries or in which a Director had a
material interest, whether directly or indirectly, or which are required
to be disclosed under the Listing Rules or the Companies Ordinance
(Chapter 622 of the laws of Hong Kong) subsisted at the end of the
year or at any time during the year under review.
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No contract concerning the management and administration of the
whole or any substantial part of the business of the Group was entered
into or existed during the year under review.

The Company has received from each of the independent non-
executive Directors an annual confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules. The Company considers that
all independent non-executive Directors are independent.

The emolument policy of the Group is set up by the Board on the basis
of the merit, qualifications and competence of the employees.

The emoluments of the Directors and senior management of
the Company will be reviewed by the Remuneration Committee,
having regard to factors including the Group’s operating results,
responsibilities required of the Directors and senior management of the
Company and the comparable market statistics.

Under the share option scheme of the Company (the “Share Option
Scheme”) adopted by the Company on 4 October 2006, the maximum
number of Shares available for issue upon exercise of all options
granted and yet to be exercised under the Share Option Scheme and
other share option schemes in aggregate shall not exceed 30% of the
number of issued Shares from time to time. The total number of Shares
issued and which may be issued upon exercise of all options (whether
exercised, cancelled or outstanding) granted in any 12-month period to
each participant must not exceed 1% of the number of Shares in issue
unless approved by the Shareholders in a general meeting. An option
may be exercised in accordance with the terms of the Share Option
Scheme at any time during a period to be notified by the Board, which
must not be more than ten years from the date of grant. Any Share
allotted and issued on the exercise of options will rank pari passu with
other Shares in issue on the date of allotment.

The offer of a grant of share options may be accepted within 21 days
from the date of offer, upon payment of nominal consideration of
HK$1 in total by the eligible participants that become grantees. Each
share option will be vested immediately at the date when the option
is accepted. The share options will lapse immediately after the grantee
ceases to be eligible participant of the Group. The options will lapse
due to the expiry of the option’s exercise period.
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The subscription price for the Shares to be issued upon exercise of
the options shall be no less than the higher of (i) the closing price of
the Shares as stated in the daily quotation sheet issued by the Stock
Exchange on the date of grant; (ii) the average closing price of the
Shares as stated in the daily quotation sheets issued by the Stock
Exchange for the five business days immediately preceding the date
of grant; and (iii) the nominal value of a Share on the date of grant.
The subscription price will be established by the Board at the time the
option is offered to the participants.

No share option has been offered or granted by the Company under
the Share Option Scheme during the year under review.

There are no provisions for pre-emptive rights under the Articles of
Association or the laws of the Cayman Islands which would oblige
the Company to offer new Shares on a pro rata basis to existing
Shareholders.

During the year under review, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the Company’s listed
securities.

As at the latest practicable date prior to the issue of this report, based
on the information that is publicly available to the Company and to
the best knowledge of the Directors, the Directors confirmed that the
Company has maintained sufficient public float as required under the
Listing Rules.

The Company is committed to maintaining the high standard of
corporate governance practices. Information on the corporate
governance practices adopted by the Company is set out in the
Corporate Governance Report on pages 31 to 44 of this annual report.

The Company has adopted the Model Code as its code for dealing in
securities of the Company by the Directors. After specific enquiry by
the Company, all the Directors confirmed that they had complied with
the required standards set out in the Model Code for the financial year
ended 31 December 2014.
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INDEPENDENT AUDITOR
The financial statements have been audited by BDO Limited (“BDO”).

A resolution will be proposed at 2015 AGM to re-appoint BDO as the
independent auditor of the Company.

On behalf of the Board
Liu Hongliang

Chairman

Hong Kong, 23 March 2015
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The Company is committed to build and maintain high standards
of corporate governance. Throughout the financial year ended
31 December 2014, the Company has adopted the principles and
complied with the requirements set out in the “Corporate Governance
Code” (the “CG Code”) contained in Appendix 14 to the Listing Rules.

The Board reviews the corporate governance practices of the Company
periodically to ensure the practices continue to fulfill the CG Code
requirements and considered that the Company has complied with
the applicable code provisions of the CG Code during the year under
review. The key corporate governance practices of the Group are
summarised as follows:

The Board assumes responsibility for leadership and control of the
Company and is collectively responsible for promoting the success
of the Company by directing and supervising the Company's affairs.
The strategic business direction of the Group and objectives for
management has been formulated by the Board. The Board has
delegated the day-to-day operation responsibility to the management
under the supervision of the general manager of the Company and
various Board committees. The Board reviews the performance of the
Group against the agreed targets and budgets on a regular basis.

The Board is responsible for performing the corporate governance
duties, which mainly include (i) developing and reviewing policies and
practices on corporate governance; (ii) monitoring and revising policies
and practices on compliance with legal and regulatory requirements as
appropriate; (iii) reviewing and monitoring the training and continuous
professional development of Directors and senior management; (iv)
developing, reviewing and monitoring the code of conduct applicable
to employees and Directors; (v) reviewing the Company’s compliance
with the CG Code and disclosure in the corporate governance report of
the Company; (vi) reviewing and monitoring the Company's process of
information disclosure, including assessing and verifying the accuracy
and materiality of inside information and determine the form and
content of any required disclosure; (vii) reviewing the effectiveness
of the committee structure of the Board and the terms of reference
of all Board committees and their accountability for the corporate
governance practices and make amendment as appropriate; and (viii)
reviewing and monitoring the Company’s communication policy with
Shareholders and its stakeholders.

During the year under review, the Board has (i) reviewed the
effectiveness of the communication policy, code of conduct applicable
to employees of the Group and Director, corporate governance policy,
information disclosure policy, risk management policy and code for
dealing in securities policy of the Company etc.; (ii) reviewed and
assessed the training records of Directors and senior management;
(iii) reviewed the effectiveness of the committees structure of the
Board and the terms of reference of all Board committees and their
accountability for the corporate governance practices; and (iv) reviewed
the Company’s compliance with the CG Code and disclosure in the
corporate governance report of the Company.
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The Board comprises seven Directors, including four executive Directors
and three independent non-executive Directors. The biographical
details of the Directors are set out on pages 9 to 10 of this annual
report. The composition of the Board is well balanced with each
Director having sound knowledge, experience and/or expertise relevant
to the business operations and development of the Group. The
independent non-executive Directors, with at least one independent
non-executive Director possessing the appropriate professional
qualifications, or accounting or related financial management expertise,
who offer diversified expertise and experience, contribute significantly
to the important function of advising management on strategy and
policy development. All the Directors are aware of their collective and
individual responsibilities to the Shareholders and have exercised their
duties with care, skill and diligence, contributing to the successful
performance of the Group.

There is no financial, business, family or other material or relevant
relationship among the Chairman, members of the Board and the
general manager of the Company. All of them are free to exercise
their independent judgment. The Company has received from each
independent non-executive Directors a written annual confirmation
of their independence and is satisfied with their independence in
accordance with the Listing Rules.

The Company maintains appropriate liability insurance to indemnify
its Directors for their liabilities arising out of corporate activities. The
insurance coverage will be reviewed on an annual basis.

All Directors are appointed for a specific term of three years and subject
to retirement by rotation at least once every three years in accordance
with the Articles of Association.

At each annual general meeting, one-third of the Directors for the time
being, or if their number is not a multiple of three, then the number
nearest to but not less than one third, are required to retire from office
by rotation provided that every Director shall be subject to retirement
at least once every three years. A retiring Director shall be eligible
for re-election and shall continue to act as a Director throughout the
meeting at which he retires. The Directors to retire by rotation will be
those who have been the longest in office since their last re-election
or appointment but as between persons who become or were last
re-elected Directors on the same day those retire will (unless they
otherwise agree among themselves) be determined by lot. To further
enhance accountability, any further re-appointment of an independent
non-executive Director who has served the Company for more than
nine years will be subject to separate resolution to be approved by
Shareholders.

A Director may be removed by an ordinary resolution of the Company
before the expiration of his period of time (but without prejudice to any
claim which such Director may have for damages for any breach of any
contract between him and the Company).
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All Directors must keep abreast of their collective responsibilities as
Directors and of the business and activities of the Group. A briefing
is provided and organised to ensure that newly appointed Directors
are familiar with the role of the Board, their legal and other duties
and responsibilities as Director as well as the business and corporate
governance practices of the Group. The company secretary of the
Company (the “Company Secretary”) will continuously update all
Directors on latest development regarding the Listing Rules and other
applicable regulator requirements to ensure compliance of the same by
all Directors.

During the year under review, all Directors received regular updates
and presentations on changes and developments to the Group’s
business. Besides, all Directors have participated in appropriate
continuous professional development activities by ways of attending
training courses or reading materials relevant to the Directors’ duties
and responsibilities. Directors are requested to provide their records of
training they received to the Company Secretary for record.

Company Secretary has attended no less than 15 hours of relevant
professional training to update her skills and knowledge during the
year under review.

The chief executive officer of the Company bears the title of general
manager. In order to reinforce the independence and accountability,
the roles of the Chairman and the general manager of the Company
are segregated and performed by Mr. Liu Hongliang and Mr. Wang
Zijiang (change to Mr. Guo Xitian with effect from 1 January 2015)
respectively. There is a clear distinction responsibility of the Chairman
to mainly provide leadership for the Board and ensure the Board
is functioning properly, with good corporate governance practices
and procedures, whilst the general manager of the Company is
responsible for managing the day-to-day operations, implementing
business strategies and policies approved by the Board, developing and
formulating the organisational structure, internal control systems and
internal procedures and processes for the Board’s approval. The division
of responsibilities between the Chairman and general manager of the
Company has been clearly defined and set out in writing.

The Board meets regularly at least 4 times every financial year. The
Directors participated in person or through electronic means of
communication. All regular Board meetings are scheduled in advance
to facilitate the possible fullest attendance. The meeting agenda is set
after consulting with members of the Board. Each Director is invited
to present any businesses that he wishes to discuss or propose at such
meetings. Directors are required to abstain from voting and will not be
counted in the quorum present in the Board meeting if any Director has
a conflict of interest in a matter to be considered by the Board.
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The Directors have been invited to include any matters which they
thought appropriate in the agenda for the Board meetings. Notice
of at least 14 days has been given for each Board meeting. Board
papers are circulated to all Directors not less than 3 days before the
Board meetings to ensure timely access to relevant information. Each
Director is able to access the management of the Group separately
and independently if more information is required. All Directors are
permitted to seek independent professional advice, if required, at the
Company’s expenses.

During the year under review, four Board meetings were held.
Directors has discussed the overall strategy as well as the operation
and financial performance of the Group, including annual budgets,
annual and interim results, approval of major capital transactions and
other significant operational and financial matters etc. Directors are
kept informed on a timely basis of major changes that may affect
the Group’s business, including relevant rules and regulations. The
Board papers and minutes of the Company are kept by the Company
Secretary at the Company’s principal place of business in Hong Kong.
All draft and final versions of minutes have been circulated to Directors
for review, comment and record within 30 days after each board
meeting.

The Board has established the following committees with defined terms
of reference, which are of no less exacting terms than those set out
in the CG Code. The terms of reference of the Board committees are
posted on the Company’s website and also available to Shareholders
upon request.

The Audit Committee comprises the three independent non-executive
Directors, namely, Mr. Leung Kam Wan, Mr. Gao Baoyu and Mr. Liu
Chenguang. Mr. Leung is the chairman of the Audit Committee and he
possesses recognised professional qualifications in accounting required
by the Listing Rules. The primary duties of the Audit Committee
include:

(i)  ensuring the Group's financial statements, annual and interim
reports, and the auditor’s report present a true and balanced
assessment of the Group's financial position and complying of the
accounting standards, the Listing Rules and other requirements in
relation to financial reporting;

(i) reviewing the Group’s financial controls and internal control;

(iii)  reviewing the Group’s financial and accounting policies and
practices;
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(iv) recommending the appointment and remuneration of the
independent auditor of the Company; and

(v)  other duties are set out in its specific terms of reference.

The Audit Committee is provided with sufficient resources enabling it to
discharge its duties.

Three Audit Committee meetings were held during the year under
review to discuss the following matters:

(i)  reviewing the independence and objectivity of the independent
auditor of the Company and discussing with the independent
auditor of the Company the nature and scope of the audit before
the audit commences;

(i)  reviewing the Group's significant internal controls and financial
matters as set out in the Audit Committee’s terms of reference
with management and the independent auditor of the Company;

(iii)  reviewing the audit findings provided by the independent auditor
of the Company and identifying and making recommendations
to the Board on any matters where action or improvement is
needed;

(iv) reviewing the Group's accounting principles and practices, listing
rules and statutory compliance, internal controls and financial
reporting matters;

(v) reviewing the annual financial statements for the year ended
31 December 2013 and interim financial statements for the six
months ended 30 June 2014;

(vi)  reviewing the continue connected transactions of the Group; and

(vii) reviewing the terms of engagement and remuneration of the
independent auditor of the Company and recommending the
Board on the re-appointment of the independent auditor of the
Company.

The members of the Audit Committee had also met with the executive
Directors to (i) review the self assessment report on compliance of CG
code; (ii) evaluate the sufficiency of resources, the qualification and the
experience of the employees who were responsible for the accounting
and financial reporting of the Group, and the sufficiency of training
courses received by them; (iii) review the annual budget of the Group;
(iv) review the internal control report of the Group prepared by external
professional consulting firm; and (v) review the risk management policy
of the Group during the year under review.

On 23 March 2015, the Audit Committee also held a meeting to
review the financial statements for the year ended 31 December 2014.
The Audit Committee was satisfied that the accounting policies and
practices adopted by the Group are in accordance with the current
best practices in Hong Kong. The Audit Committee found no unusual
items that were omitted from the financial statements and was satisfied
with the disclosures of data and explanations shown in the financial
statements.
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The Remuneration Committee is chaired by Mr. Liu Chenguang, an
independent non-executive Director, with Mr. Liu Hongliang, the
Chairman, Mr. Leung Kam Wan, an independent non-executive
Director, and Mr. Gao Baoyu, an independent non-executive Director, as
the three other members. The majority members of the Remuneration
Committee are independent non-executive Directors.

The Remuneration Committee is mainly responsible for (i) reviewing
and making recommendations to the Board on the remuneration policy
of individual Directors and members of senior management of the
Group, with reference to the Board’'s corporate goals and objectives
as well as considering salaries paid by comparable companies,
time commitment and responsibilities, and employment conditions
elsewhere in the Group; (ii) reviewing the Company's share option
scheme, bonus structure and other compensation-related issues and
make recommendation to the Board; and (iii) other duties are set out in
its specific terms of reference.

The Remuneration Committee consults with the Chairman on its
proposals and recommendations, and also has access to professional
advice if deemed necessary by the Remuneration Committee. The
Remuneration Committee is also provided with other resources
enabling it to discharge its duties.

During the year under review, the Remuneration Committee has held
one meeting to (i) review of the remuneration packages for all the
Directors and senior management of the Group by reference to their
responsibilities and duties, the Group's operating results and achieved
corporate objectives, after taking into account also the comparable
market conditions and made recommendation to the Board for
approval; (i) review the remuneration policy for Director and senior
management of the Group; and (iii) review and approve the service
contract terms of the Directors. No Director shall participate in any
discussion and resolution about his own remuneration.

The primary goal of the remuneration policy for Directors and senior
management of the Group is to enable the Group to retain and
motivate executive Directors and senior management of the Group by
linking their compensation with performance as measured against the
corporate objectives of the Company. The principal elements of the
remuneration package for Directors and senior management of the
Group include basic salary, other benefit, discretionary bonus and share
option. In determining guidelines for each compensation element,
the Company will make reference to market remuneration surveys on
companies operating in similar business and comparable scale.

The remuneration of independent non-executive Directors mainly
comprising directors’ fees which is subject to annual assessment with
reference to the market standard. Reimbursement is allowed for out-of-
pocket expenses incurred in connection with the performance of their
duties including attendance at the Company meeting.
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The Nomination Committee is chaired by Mr. Liu Hongliang, the
Chairman, with Mr. Liu Chenguang and Mr. Leung Kam Wan, as the
two other members, both are independent non-executive Directors.
The majority members of the Nomination Committee are independent
non-executive Directors.

The Nomination Committee is mainly responsible for (i) formulating
nomination policy, (ii) making recommendations to the Board
on nomination and appointment of Directors and the Board
succession, and (iii) reviewing the board diversity policy and makes
recommendations to the Board if necessary. The board diversity
policy sets out the approach to achieve diversity on the Board which
includes gender, age, cultural and educational background, ethnicity,
professional and industry experience, skills, knowledge, length of
service and the legitimate interests of the principal Shareholders. The
Nomination Committee will also consider the merits and contribution
of any Director proposed for re-election or any candidate nominated to
be appointed as Director with due regard for the diversity of the Board
so as to complement the existing Board. The primary duties of the
Nomination Committee are (i) review the structure, size and diversity
of the Board and make recommendations on any proposed changes
to the Board to complement the Company’s corporate strategy; (ii)
identify individuals suitably qualified to become Board members and
select or make recommendations to the Board on the selection of
individuals nominated for directorships; (iii) assess the independence of
independent non-executive Directors; and (iv) other duties are set out in
its specific terms of reference. The Nomination Committee is provided
with sufficient resources enabling it to discharge its duties.

The criteria for the Nomination Committee to select and recommend
candidates for directorship including but not limited to the candidate’s
skill, knowledge and experience in relevant areas, the number of
directorships of listed companies held by the candidate, the time
commitment required, and whether the candidate can demonstrate
a level of competence and integrity required for the position of the
Director etc.

Nomination Committee held one meeting during the year under review
to (i) assess the current structure, size and composition (including but
not limited to the skills, knowledge and experience) of the Board; (ii)
review the independence of independent non-executive Directors; (iii)
review and recommend the re-appointment of the retiring Directors for
Shareholders’ approval at annual general meeting; (iv) review the board
diversity policy; and (v) review and revise the Directors succession plan
and make recommendation to the Board for approval.
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The Safety and Environmental Protection Committee is responsible for
enhancing the safety and effectiveness of production operations that
would eliminate the main operating risk of the Group. The Safety and
Environmental Protection Committee is chaired by Mr. Guo Yucheng,
an executive Director and other members are Mr. Gao Baoyu, an
independent non-executive Director and Mr. Fu Anxu, a chief engineer
of the Group (replaced by Mr. Sun Zhenmin with effect from 1 January
2015). The primary duties of the Committee include:

(i)

(ii)

(iii)

(iv)

formulating the Group’s overall safety and environmental
protection policy and regulations as well as make
recommendation to the Board;

establishing and maintaining a safety and environmental
production operating system of the Group;

examining and monitoring the productions and operations of
the Group and ensure the Group's safety and environmental
protection policy and regulations are implemented effectively;

ensuring the production operations of the Group are complied
with all relevant rules and regulations promulgated by relevant
regulators and authorities from time to time; and

responding and handling all complaints regarding the safety and
environmental issues and make recommendation to the Board for
improvement.

The Safety and Environmental Protection Committee has held one
meeting during the year under review to consider the following issues:

(i)

(ii)

reviewing the safety and environmental protection systems of the
Group which is comply with the relevant regulations and rules;
and

assessing the proposed new requirements by the relevant
authorities on safety and environmental protection in the near
future and recommending the Board to upgrade and improve
various production facilities to cater for the such requirements.
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Executive Directors
Mr. Liu Hongliang*®
Mr. Wang Zijiang

Mr. Guo Xitian

Mr. Guo Yucheng’
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During the year under review, the attendance record of each Director
at the Board meetings, Board committee meetings and annual general
meeting is set out below:

HEEHTR

Attendance of meetings

RREFAE

Annual
general
meeting

ERZEE
Audit
Committee

Exg
Board

n 4/4 13
n 4/4 13
n 4/4 -
n 4/4 -

n 4/4 313
n 4/4 3/3
n 4/4 3/3

Notes:

©® NV WN =

Chairman of the Audit Committee
Member of the Audit Committee

FHZzEE

Remuneration

Committee

n
1
n

Chairman of the Remuneration Committee

Member of the Remuneration Committee

Chairman of the Nomination Committee

Member of the Nomination Committee

REZEE
Nomination
Committee

72k
RRZEE
Safety and
Environmental
Protection
Committee

Chairman of the Safety and Environmental Protection Committee

Member of the Safety and Environmental Protection Committee

The Board aims to present a balanced, clear and understandable
assessment of the Company’s performance, position and prospects
to Shareholders and the public pursuant to all sorts of statutory and
regulatory requirements.
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The Directors are responsible for the preparation and the true and
fair presentation of the financial statements in accordance with Hong
Kong Financial Reporting Standards issued by the Hong Kong Institute
of Certified Public Accountants and the disclosure requirements of
the Hong Kong Companies Ordinance. This responsibility includes
designing, implementing and maintaining internal control relevant
to the true and fair presentation of financial statements that are free
from material misstatement, whether due to fraud or error; selecting
and applying appropriate accounting policies; and making accounting
estimates that are reasonable in the circumstances. The responsibilities
of the independent auditor of the Company for the accounts are set
out in the Auditor’s Report on pages 45 to 46 of this annual report.

In addition, the Board has reviewed and considered the adequacy of
resources, qualifications and experience of staffs of the accounting
and financial reporting function of the Group and also considered the
training programs and budget during the year under review.

Management is required to provide detailed reports and explanation to
enable the Board to make an informed assessment before approval.

The Board has overall responsibilities for the Group's system of internal
control and maintaining a sound and effective internal control system
of the Group to safeguard the Group’s assets and the Shareholders’
investment.

The internal control system of the Group comprises a comprehensive
organisational structure and delegation of authorities, with
responsibilities of each business and operational units clearly defined
and authorities assigned to individuals based on experience and
business need. Control procedures have been designed to safeguard
assets against unauthorised use and disposition, ensure compliance
with relevant laws, rules and regulations, and ensure proper
maintenance of accounting records for provision of reliable financial
information used within the business or for publication; and to provide
reasonable assurance against material misstatement, loss or fraud.

The Board is responsible for the overall risk management functions
of the Group. Risk management procedures has been set up and
implemented for the overall operations of the Group, which is in place
to provide a consistent approach on the risk management processes in
identification, assessment, treatment and reporting of all risks identified
affecting key business activities.

KRB TER B AR TIANDE CHEMICAL HOLDINGS LIMITED
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All executive Directors closely and directly monitor the daily operations,
business activities and review monthly financial results of the Group
regularly ensuring that all internal control procedures, compliance
controls procedures and risk management measures and procedures are
properly implemented despite an internal control department has not
yet built up until now. Executive Directors participate in the monthly
management meetings to review the Group’s financial and operational
procedures, fraud investigations (if any), productivity efficiency and
effectiveness etc., and/or meetings held as and when required to
address or rectify irregularities immediately. Besides, the executive
Directors take a constant review of critical risk management control of
the Group to ensure the business operation is sound and effectiveness
on an on-going basis.

During the year under review, an independent professional consulting
firm was engaged to conduct an internal control review in respect of
procurement and payment processes of the Group and reported directly
to the Board. The Board concluded that no significant weakness was
noted from such internal control report but the Group will implement
several recommendations suggested by the independent professional
consulting firm. Furthermore, the Group has planned to conduct
another internal control review by an independent professional party
on other aspects of the Group in coming future.

The Board has kept monitoring the business operation closely and
devoted to optimise the Group’s operating system, minimise its
operational risks and any irregularities areas by periodically review the
operation procedures of the Group during the year under review. An
internal control department is planned to be set up in the coming
future to formulate more control measures and put in place an
integrated system of internal control so as to support the business
continuous development of the Group.

The Board is responsible for the handling of the dissemination of inside
information and other financial disclosure requirements procedures.
The Board is fully aware of its obligations under the Listing Rules
and reviews its compliance controls process regularly. The Company
should make disclosure immediately pursuant to statutory and/
or regulatory requirements. Any unauthorised use of confidential
or inside information is strictly prohibited under the Company’s
policy. Employees who are privy or have access to unpublished inside
information of the Group has also been notified on the adoption of
the Model Code by the Company and on observing the restrictions
pursuant to Parts Xlll and XIV of the Securities and Futures Ordinance.

—Z—FFH ANNUAL REPORT 2014



ARRERMFETAEREAGEETEFTHET
BHR TR ELABERR  SEFHCHE
RREBEZZT—NF+_A=+—HLHBFE
—HETRETR - ARFIRC HARES KD
R ERRETARRZE@DES -SRER
ANBREAEAREBEE 2B M Al 8B NEHH
B REERERETRETHMNARRARE
FETEFRH IR TEYNZBBERE - NERE
FER REARRMAAN SELRAHEREER
BEEMmESIZBER-

E -2 ERIEEZKABMBHEIDRER
AEHRA (MAERRBRBRRAG ZRERE) +7
—ZBER RNEARROEREBNETEXA
AMERHEMER BXREFSARKRREH
RE AEEEEELPEANERNEER: AEA
SANSEZBERKEMQMEAR REIT-

HERARBAAG BN WEARSIESRRA
IRENEEARABEIBERMHNERIR
AMWE - ZERABAZ 0 REBIZ XFER M
BEXMHHER RN EZ2RBRALEE -

MBEBERWBEY AZE  REZRZBERH
ERNeBREERL AN NEREREFBRRE
K&~

MEFERARZEE_-_T—QQNEANBREH
Ag BE2RZBRALABITURRAKEASREBHK
& MEEZBRATHREFTEREARKEME
EOMERERY BARARARZREERAL
Eff-

BREEMNEESFELEN MESHANER
AAERZEZRALZBEERXERAREE
BETRERMHBABEINAWE -

The Company has adopted the Model Code as its own code governing
securities transactions of the Directors. Each of the Directors has
confirmed, upon specific enquiry, his compliance with the Model Code
for the financial year ended 31 December 2014. The Company has
also adopted written guidelines on no less exacting terms than the
Model Code for the relevant employees. The senior management, who,
because of their office in the Group, is likely to be in possession of
inside information, has been requested to comply with the provisions
of the Model Code and the Company's code of conduct regarding
securities transactions by Directors. No incidence of non-compliance of
the employees’ written guidelines by the relevant employees was noted
by the Company during the year under review.

Any one or more Shareholders holding at the date of deposit of
the requisition not less than one-tenth of the paid up capital of the
Company carrying the right of voting at general meetings of the
Company shall at all times have the right, by written requisition to the
Board or the Company Secretary, to require an EGM to be called by the
Board for the transaction of any business specified in such requisition;
and such meeting shall be held within two (2) months after the deposit
of such requisition.

The requisition must state the purposes of the meeting, and must be
signed by the requisitionist(s) and deposited to the Company Secretary
at the Company's principal place of business in Hong Kong, and may
consist of several documents in like form each signed by one or more
requisitionist(s).

If the request which has been verified is not in order, the Shareholders
making the request will be advised of this outcome and accordingly, an
EGM will not be convened as requested.

If within twenty one (21) days of such deposit the Board fails to
proceed to convene such meeting the requisitionist(s) himself
(themselves) may do so in the same manner, and all reasonable
expenses incurred by the requisitionist(s) as a result of the failure of the
Board shall be reimbursed to the requisitionist(s) by the Company.

Shareholders have the right to put enquiries to the Board. All enquiries
must be in writing with contact information of the requisitionists and
deposited to the Company Secretary at the Company’s principal place
of business in Hong Kong.
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There are no provisions allowing Shareholders to move resolutions at
the general meetings other than a proposal of a person for election as
a Director under the Cayman Islands Companies Law (as amended from
time to time) or the Articles of Association. However, Shareholders may
suggest proposals by sending written requisition to the Board or the
Company Secretary following the procedures set out in the paragraph
headed “Right to convene extraordinary general meeting” above to
convene an EGM for any business specified in such written requisition.

Pursuant to article 88 of the Articles of Association, no person other
than a Director retiring at the meeting shall, unless recommended by
the Directors for election, be eligible for election as a Director at any
general meeting unless a written notice signed by a member of the
Company (other than the person to be proposed) duly qualified to
attend and vote at the meeting for which such notice is given of his
intention to propose such person for election and also a notice signed
by the person to be proposed of his willingness to be elected including
that person’s biographical details as required by rule 13.51(2) of the
Listing Rules, shall have been lodged at the Company Secretary at the
Company's principal place of business in Hong Kong provided that the
minimum length of the period, during which such notice(s) are given,
shall be at least seven (7) days and that (if the notices are submitted
after the dispatch of the notice of the general meeting appointed
for such election) the period for lodgment of such notice(s) shall
commence on the day after the dispatch of the notice of the general
meeting appointed for such election and end no later than seven (7)
days prior to the date of such general meeting.

The Company considers its annual general meeting as an important
channel for face-to-face dialogue with Shareholders. The Chairman and
either the chairman of the Audit Committee and the Remuneration
Committee or their representatives would attend the annual general
meeting of the Company answering and explaining to Shareholders
issues relating to the Group’s business strategies and financial
results and proposed resolutions at the general meeting. At the
commencement of the meeting, the chairman of the meeting has
explained the detailed procedures for conducting a poll and then
answers any questions from Shareholders regarding voting by way of a
poll.

In addition, the Company also communicates to its shareholder through
announcements and annual and interim reports. All such reports and
announcements can also be accessed via the Company's website and
the website of the Stock Exchange. The Directors, Company Secretary
or other appropriate members of the management team also respond
to inquiries from Shareholders and investment community promptly.
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The nature and ratio of annual fees to the independent auditor of the
Company for non-audit services and for audit services are subject to
scrutiny by the Audit Committee. The provision of non-audit services
by the independent auditor of the Company requires prior approval of
Audit Committee so as to ensure that the independence and objectivity
of the independent auditor of the Company will not be impaired.
Details of the fees paid or payable to the independent auditor of
the Company for the financial year ended 31 December 2014 are as
follows:

Audit services HK$650,000
Non-audit services
Review of interim financial statements HK$50,000

On behalf of the Board
Liu Hongliang
Chairman

Hong Kong, 23 March 2015
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TO THE SHAREHOLDERS OF TIANDE CHEMICAL HOLDINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Tiande
Chemical Holdings Limited (the “Company”) and its subsidiaries
(together the “Group”) set out on pages 47 to 128, which comprise
the consolidated and company statements of financial position as
at 31 December 2014, and the consolidated income statement, the
consolidated statement of comprehensive income, the consolidated
statement of cash flows and the consolidated statement of changes
in equity for the year then ended, and a summary of significant
accounting policies and other explanatory information.

The directors of the Company are responsible for the preparation of
consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public Accountants and the
disclosure requirements of the Hong Kong Companies Ordinance, and
for such internal control as the directors determine is necessary to
enable the preparation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error.

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. This report is made solely to
you, as a body, in accordance with the terms of our engagement, and
for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are
free from material misstatement.
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An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material
misstatement of the consolidated financial statements whether due to
fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation of the financial
statements that give a true and fair view in order to design audit
procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group
as at 31 December 2014 and of the Group's profit and cash flows
for the year then ended in accordance with Hong Kong Financial
Reporting Standards and have been properly prepared in accordance
with the disclosure requirements of the Hong Kong Companies
Ordinance.

BDO Limited

Certified Public Accountants

Tsui Ka Che, Norman

Practising Certificate Number PO5057

Hong Kong, 23 March 2015
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2013
AREF T
RMB’000

1,195,178
(852,290)
342,888
4,457
1,170
(27,361)
(48,086)
(5,643)

(5,606)
(2,690)

259,129
(71,043)

188,086

HE-_Z—NF+ = A=+1+—HLEFE For the year ended 31 December 2014

—E-NF

2014

s AR®T T

Notes RMB’'000

Turnover 6 1,121,127

Cost of sales (836,955)

Gross profit 284,172

Other income 6 12,394

Revaluation gain on investment properties 16 310

Selling expenses (35,233)

Administrative and other operating expenses (45,444)

Finance costs 7 (627)
Fair value gain/(loss) on derivative 32

financial instruments 2,110

Share of loss of a joint venture 17 (5,034)

Profit before income tax 8 212,648

Income tax expense 9 (58,143)

Profit for the year 154,505

Profit for the year attributable to owners of
the Company 154,505

Earnings per share for profit attributable to
owners of the Company for the year

— Basic and diluted

13 AEK¥0.182T
RMBO.182

188,086

ANR#0.2227T
RMBO0.222
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Profit for the year

Other comprehensive income

Items that may be reclassified subsequent to
the income statement:

Exchange gain/(loss) on translation of financial
statements of foreign operations

Other comprehensive income for the year
Total comprehensive income for the year

Total comprehensive income for the year
attributable to owners of the Company

KRB TER B AR TIANDE CHEMICAL HOLDINGS LIMITED
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2014
ARBTR
RMB’000

154,505

172

172

154,677

154,677
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2013
AREF T
RMB’000

188,086

(45)

(45)

188,041

188,041



MR-_Z—WNF+=-H=+—H As at 31 December 2014

—E—-NF
B 2014
Bt & AR® T
Notes RMB’000
BERERE ASSETS AND LIABILITIES
FRBEE Non-current assets
e SR Property, plant and equipment 14 552,114
TAfY L3 EFRIE Prepaid land lease payments 15 51,415
BREME Investment properties 16 14,510
MEYE BE X Deposits paid for acquisition of property,

RO HETE plant and equipment 4,156
R—REERA 2= Interests in a joint venture 17 40,104
/e W B 7% T & SRR Finance lease receivable 18 14,210
EETIRE B Deferred tax assets 19 1,250

677,759
REEE Current assets
T8 Inventories 20 88,898
57 R R ER R Trade and bills receivable 21 338,037
B FRIA K B At e Y R Prepayments and other receivables 22 25,006
FEU —R &5 & A R FIA Amount due from a joint venture 17 37,543
JIE W B 75 1 & R IR Finance lease receivable 18 797
R17 MR & 48 Bank and cash balances 23 62,942
553,223
wEEE Current liabilities
HARMNAE Trade payables 24 16,002
F& A AR R A Accruals and other payables 25

JE [ 00A 85,212
RITIE X Bank borrowings 26 30,571
mERIEAE Current tax liabilities 18,945

150,730
REEEFE Net current assets 402,493
BEERREBERSE Total assets less current liabilities 1,080,252
ERBEE Non-current liabilities
BEIEYA Deferred income 27 12,211
BIEHIBRE Deferred tax liabilities 19 3,138
TESMITA Derivative financial instruments 32 10,486
25,835
EERE Net assets 1,054,417
i EQUITY
BATEE AELERE Equity attributable to
the Company’s owners
A Share capital 28 7,786
] Reserves 29 1,046,631
s Total equity 1,054,417
2= FFI
LIU HONGLIANG WANG ZIJIANG
4 EFE
Director Director

—E—=F
2013
ARET T
RMB'000

537,269
52,708
14,200

2,514
45,824

16,085
1,488

670,088

82,477
280,379
21,594
522

854
49,551

435,377

25,072

77,607
33,297
13,352

149,328
286,049

956,137

10,451
3,008
12,596

26,055

930,082

7,786
922,296

930,082
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BER

ASSETS AND LIABILITIES
Non-current assets

Property, plant and equipment
Interests in a joint venture
Investments in subsidiaries

Current assets

Amounts due from subsidiaries
Amounts due from a joint venture
Dividend receivables

Prepayments and other receivables
Bank and cash balances

Current liabilities
Accruals and other payables

Bank borrowings
Amount due to a subsidiary

Net current assets

Total assets less current liabilities

Non-current liabilities
Derivative financial instruments

Net assets

EQUITY
Share capital
Reserves

Total equity

AR

LIU HONGLIANG

EF

Director

KRB TER B AR TIANDE CHEMICAL HOLDINGS LIMITED

B 5

Notes

14
17
30

30
17

22
23

25

26

32

28
29

—E—-NF

2014
ARBT R
RMB’000

48,416

48,424

151,395
28,255
8,988
270
3,578

192,486

676
30,571
2,840
34,087
158,399

206,823

10,486

10,486

196,337

7,786

188,551

196,337

EFFI

WANG ZUIANG

EF

Director

—E—=%F
2013
AREEF T
RMB’'000

10
48,416

48,426

143,537

8,795
265
4,643

157,240

648

648
156,592

205,018

12,596
12,596
192,422
7,786
184,636

192,422
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HE-_Z—NF+ = A=1+—HLLFE For the year ended 31

Cash flows from operating activities
Profit before income tax
Adjustments for:
Bank interest income
Interest income from a joint venture
Interest income from finance lease
Interest expenses
Amortisation
Depreciation
Release of deferred income
Reversal of write-down of
inventories to net realisable value
Write-down of inventories to
net realisable value
Revaluation gain on investment properties
Share of loss of a joint venture
Unrealised profit on goods sold to
a joint venture
Fair value (gain)/loss on derivative
financial instruments
Gain on disposals of property,
plant and equipment, net

Operating profit before working
capital changes
Increase in inventories
Increase in trade, bills and
other receivables and prepayments
(Increase)/Decrease in amount due from
a joint venture
Increase in trade and accruals and
other payables

Cash generated from operations
Income taxes paid

Net cash generated from operating
activities

Cash flows from investing activities
Purchase of property, plant and equipment
Proceeds on disposals of property,
plant and equipment
Government grant for the construction of
property, plant and equipment
Loan injection to a joint venture
Increase in short-term deposits with an
original maturity of more than 3 months
Interest received

Net cash used in investing activities

B aE

Notes

OO0 OO~NOOYO

16
17
17

32

23

—E—NF
2014
ARBTR
RMB’000

212,648
(214)
(146)

(1,098)
627
1,293
64,439
(2,740)
(4)
(310)
5,034
677
(2,110)
(1,998)
276,098
(6,417)
(61,048)
(6,880)
3,063

204,816
(52,182)

152,634

(85,456)
2,645

5,000
(28,109)

(15,500)
214

(121,206)

December 2014

—E—=F
2013
AREF T
RMB’000

259,129
(127)
(204)

5,643
1,293
54,498
(2,740)
(209)
42

(1,170)
2,690

324,442
(23,496)

(61,397)
268

7,110
246,927
(72,255)

174,672

(103,383)

410

127

(102,846)
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Cash flows from financing activities
Dividend paid

Interest paid

Repayments of bank borrowings

New bank borrowings raised

Net cash used in financing activities

Net decrease in cash and
cash equivalents

Cash and cash equivalents at beginning
of year

Effect of foreign exchange rate changes

Cash and cash equivalents at end of year

Analysis of balances of cash and cash
equivalents
Bank and cash balances

KRB TER B AR TIANDE CHEMICAL HOLDINGS LIMITED

—E—NF

2014

s AR®¥T T
Notes RMB’000

12(b) (30,342)
(662)
(33,297)

30,571

(33,730)

(2,302)

49,551
193

47,442

23 47,442

—E—=4F
2013
AREF T
RMB’000

(25,750)
(5,732)

(57,000)
16,297

(72,185)

(359)

49,551
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Balance at 1 January 2013

Dividend paid (note 12(b))

Transactions with owners

Profit for the year

Other comprehensive income
Exchange loss on translation of financial
statements of foreign operations

Total comprehensive income
for the year

Appropriations to statutory reserve
2013 proposed final dividend (note 12(a))

Balance at 31 December 2013

Balance at 1 January 2014

Dividend paid (note 12(b))
Transactions with owners

Profit for the year

Other comprehensive income
Exchange gain on translation of financial
statements of foreign operations

Total comprehensive income
for the year

Appropriations to statutory reserve
2014 proposed final dividend
(note 12(a))

Balance at 31 December 2014

HE-_Z—NF+ = A=+1+—HLEFE For the year ended 31 December 2014

B
Share
capital
ARETT
RMB'000

7,786

1,186

7,186

7,786

BB EE
Share
premium
ARETT
RMB'000
(Fi3t29a)
(note 29%)

106,333

106,333

106,333

106,333

RRIRE
Special
reserve

ARETT
RMB'000
(Ft3290)
(note 29b)

31,182

31,182

31,182

BHRORE NEERRRE

Surplus  Property
reserve revaluation
fund reserve
ARETT ARBTRL
RMB'000  RMB'000
(Hr&29¢)
(note 29¢)
48,453 1,653
11,788 -
60,241 1,653
60,241 1,653
6,799 -
67,040 1,653

DiEg
Public
welfare
fund
ARETT
RMB'000
(ft3£29d)
(note 29d)

633

633

633

633

HEESRE
Foreign
currency
translation
reserve
ARETT
RMB'000
GEZED)
(note 29%)

(2.431)

(45)

(45)

(2476)

(2,476)

172

172

(2,304)

RERA
Retained
profits
ARETT
RMB'000

548,432

188,086

188,086

(11,788)

(30,342)

694,388

694,388

154,505

154,505

(6,799)

(30,610)

811,484

BERE
Proposed
dividend
ARBTT
RMB'000

25,750

(25,750)

(25,750)

30,342

30,342

30,342

(30,342)

(30,342)

30,610

30,610

—Z—MFFH ANNUAL REPORT 2014

At
Total
ARETT
RMB'000

767,791

(25,750)

(25,750)

188,086

188,041

930,082

930,082

(30,342)

(30,342)

154,505

172

154,677

1,054,417
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Tiande Chemical Holdings Limited (the “Company”) was
incorporated in the Cayman Islands as an exempted company
with limited liability under the Companies Law of Cayman Islands.
The address of its registered office is Cricket Square, Hutchins
Drive, P.O. 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 set out in note 30.

The directors of the Company (the “Directors”) consider the
ultimate holding company of the Group to be Cheerhill Group
Limited, a company incorporated in the British Virgin Islands (the
“BVI”).

The functional currency of the Company is Hong Kong Dollars
(“HK$”). The financial statements are presented in Renminbi
(“RMB”) because the main operations of the Group are located
in the People’s Republic of China (the “PRC”) and all values are
rounded to the nearest thousand except when otherwise stated.

The financial statements on pages 47 to 128 have been prepared
in accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”) which collective term includes all applicable individual
Hong Kong Financial Reporting Standards (“HKFRS”), Hong Kong
Accounting Standards (“HKAS”) and Interpretations issued by
the Hong Kong Institute of Certified Public Accountants (the
“HKICPA”) and the disclosure requirements of the Hong Kong
Companies Ordinance. The financial statements also include the
applicable disclosure requirements of the Rules Governing the
Listing of Securities on the Stock Exchange.

The financial statements for the year ended 31 December
2014 were approved for issue by board of the directors of the
Company on 23 March 2015.

KRB TER B AR TIANDE CHEMICAL HOLDINGS LIMITED
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In the current year, the Group has applied for the first
time the following new 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 2014:

Amendments to HKFRS 10, Investment entities
HKFRS 12 and HKAS 27

Amendments to HKAS 32 Offsetting financial assets and
financial liabilities

Amendments to HKAS 36  Recoverable amount
disclosures for non-financial
assets

Other than as noted below, the adoption of these new
or amended HKFRSs has no material impact on the
consolidated financial statements.

Amendments to HKFRS 10, HKFRS 12 and HKAS 27,
Investment entities

The amendments provide consolidation relief to those
parents which qualify to be an investment entity as defined
in the amended HKFRS 10. Investment entities are required
to measure their subsidiaries at fair value through profit
or loss. These amendments do not have an impact on the
consolidated financial statements as the Company does not
qualify to be an investment entity.

Amendments to HKAS 32, Offsetting financial assets
and financial liabilities

The amendments to HKAS 32 clarify the offsetting criteria
in HKAS 32. The amendments do not have an impact on
the consolidated financial statements as they are consistent
with the policies already adopted by the Group.

Amendments to HKAS 36, Recoverable amount
disclosures for non-financial assets

The amendments to HKAS 36 modify the disclosure
requirements for impaired non-financial assets. Among
them, the amendments expand the disclosures required
for an impaired assets or the cash-generating unit whose
recoverable amount is based on fair value less costs of
disposal.

These amendments do not have an impact on these
financial statements.

—Z—MFFH ANNUAL REPORT 2014
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At the date of this report, certain new or amended HKFRSs
have been published but are not yet effective, and have not
been adopted early by the Group.

The Directors anticipate that all of the pronouncements
will be adopted in the Group’s accounting policy for
the first period beginning after the effective date of the
pronouncement. The Directors are currently assessing
the impact of the new or amended HKFRSs upon initial
application. So far, the Directors have preliminarily
concluded that the initial application of these HKFRSs will
not result in material financial impact on the consolidated
financial statements. Information on new or amended
HKFRSs that are expected to have an impact on the Group's
accounting policies is provided below.

HKFRS 9 - Financial Instruments

This standard is effective for accounting periods beginning
on or after 1 January 2018. HKFRS 9 introduces new
requirements for the classification and measurement of
financial assets. Debt instruments that are held within a
business model whose objective is to hold assets in order
to collect contractual cash flows (the business model test)
and that have contractual terms that give rise to cash flows
that are solely payments of principal and interest on the
principal amount outstanding (the contractual cash flow
characteristics test) are generally measured at amortised
cost. Debt instruments that meet the contractual cash
flow characteristics test are measured at fair value through
other comprehensive income if the objective of the entity’s
business model is both to hold and collect the contractual
cash flows and to sell the financial assets. Entities may make
an irrevocable election at initial recognition to measure
equity instruments that are not held for trading at fair value
through other comprehensive income. All other debt and
equity instruments are measured at fair value through profit
or loss.

HKFRS 9 includes a new expected loss impairment model
for all financial assets not measured at fair value through
profit or loss replacing the incurred loss model in HKAS 39
and new general hedge accounting requirements to allow
entities to better reflect their risk management activities in
financial statements.

KRB TER B AR TIANDE CHEMICAL HOLDINGS LIMITED
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HKFRS 9 - Financial Instruments (Continued)

HKFRS 9 carries forward the recognition, classification and
measurement requirements for financial liabilities from
HKAS 39, except for financial liabilities designated at fair
value through profit or loss, where the amount of change
in fair value attributable to change in credit risk of the
liability is recognised in other comprehensive income unless
that would create or enlarge an accounting mismatch. In
addition, HKFRS 9 retains the requirements in HKAS 39 for
derecognition of financial assets and financial liabilities.

HKFRS 15 — Revenue from Contracts with Customers

This standard is effective for accounting periods beginning
on or after 1 January 2017. The new standard establishes
a single revenue recognition framework. The core principle
of the framework is that an entity should recognise revenue
to depict the transfer of promised goods or services to
customers in an amount that reflects the consideration
to which the entity expects to be entitled in exchange
for those goods and services. HKFRS 15 supersedes
existing revenue recognition guidance including HKAS 18
Revenue, HKAS 11 Construction Contracts and related
interpretations.

HKFRS 15 requires the application of a 5 steps approach to
revenue recognition:
Step 1: Identify the contract(s) with a customer

Step 2: Identify the performance obligations in the
contract

Step 3:  Determine the transaction price

Step 4: Allocate the transaction price to each

performance obligation

Step 5: Recognise revenue when each performance
obligation is satisfied

HKFRS 15 includes specific guidance on particular revenue
related topics that may change the current approach taken
under HKFRS. The standard also significantly enhances the
qualitative and quantitative disclosures related to revenue.

—Z—MFFH ANNUAL REPORT 2014



AR GRS BRE 2+ B8 EE
MIDT - BERBEI - RERER
122 0 P F 21— BURMR - A BT
ST ok A1 2T BB B 765 90 45 2 A R B
EEEHSWE L Y E (0E)EH 2
B -

BRI IRESLRA L REL A
AREINRZEENERITESET
BEE[HARM A EEER TG
B

BEIE RUMBHRERBEFERS
A ERBR - BEZERATIER
EEEBHEBEHERTHMERY —
ERMEREHEEL ERER
BRERUEERRZEHT - SREE
HET KR BER B BRE LG
HEBBEBRRIBEE2HE IR
B sE A 25 o

HEMBRERBEARAREMEA
AREEBF+_A=1t—HALZ
g E

MBARNESRFEARAEEE AL
ARAEMNERE A A& %6 B B
TEEENKREA-

AEEEXNERBZENRS X5
RERR R R B IR W e S 1R IS I AR AR
EMBEBRBHE SEANBEER
ENARERBERGARARRD
MEBEENERAEE ZAEE
TTRAE RIS - B B 2 B B 5 3R R M AR
BEZSHOCNERERFEAE N
ERERAEERAZEATBRER—
o

—ZE—NF+=F=+—HIEFE For the year ended 31 December 2014

The significant accounting policies that have been used
in the preparation of these financial statements are
summarised below. These policies have been consistently
applied to all the years presented unless otherwise stated.
The adoption of new or amended HKFRSs and the impacts
on the Group’s financial statements, if any, are disclosed in
note 2.

The financial statements have been prepared on the
historical cost basis except for the revaluation of investment
properties and derivative financial instruments which are
stated at fair values. The measurement bases are fully
described in the accounting policies below.

It should be noted that accounting estimates and
assumptions are used in preparation of the financial
statements. Although these estimates are based on
management'’s best knowledge and judgement of current
events and actions, actual results may ultimately differ from
those estimates. The areas involving a higher degree of
judgement or complexity, or areas where assumptions and
estimates are significant to the financial statements, are
disclosed in note 4.

The consolidated financial statements incorporate the
financial statements of the Company and its subsidiaries
made up to 31 December each year.

Subsidiaries are consolidated from the date on which
control is transferred to the Group. They are excluded from
consolidation from the date that control ceases.

Intra-group transactions, balances and unrealised gains
and losses on transactions between group companies
are eliminated in preparing the consolidated financial
statements. Where unrealised losses on intra-group asset
sales are reversed on consolidation, the underlying asset is
also tested for impairment from the Group's perspective.
Amounts reported in the financial statements of subsidiaries
have been adjusted where necessary to ensure consistency
with the accounting policies adopted by the Group.

R TER B AR TIANDE CHEMICAL HOLDINGS LIMITED



B

Yo BB B 2 Rl sk 715 T AR A
Ao WK AR AEE (ERAWET)
e EE EECBERERTZ
BRENKBEHAZ ARERBRAE-
P U BB 2 P 3Bl B B e R 2 AT
BEXIZERUWEBRHZANEFE-
AEBE LA A REIE T 2 BRI
BARZARBEEHNAE MELEZ
BERBaBR -AKEARERR
SREBRANERILEERKETT A
BRI EEFEZ P2 IR E
& FTEE £ 2 WRE R RE R AN — B 51 4E
P BROFEZ TS T A M A A
TERIER - UL ER T - A+ 0
B - BT THEE B HAKE
BREERBZ AR ERER - MER®
HBREELAR ERHBEDIEAE
ENE (RRAKRERBE12[A)
NAREEREERHAREZHE
FmiEhE T BAHEER - 2ERD
BREESRBZARKEZMER
i HR AR R BRER

AEERMBAR 2R EE (55
BEPRERGEE)IIERER S
AR RSB Eam R ER
FREESER T R E R B
NAES R E8 - FERER L
FABRREDEHRBRZREZR
REZENEFRER SEERER
R URBRARREAA-

MAEEREMB AR 2 =G &
EBRRNRTIMEZZHTE: ()
PTUE R (B 2 A S (B B A AR B M a2
ZAREBE (NZMBARIZE
E (BREE) A B EmIHEmE
B E ZREE - ST AT % B 2 A
REMZE WSR2 IRRE
EHEHBEEXABERMRE IR
75 A 51 Bk

—ZE—NF+=F=+—HIEFE For the year ended 31 December 2014

Acquisition of subsidiaries or businesses is accounted for
using the acquisition method. The cost of an acquisition
is measured at the aggregate of the acquisition-date
fair value of assets transferred, liabilities incurred and
equity interests issued by the Group, as the acquirer. The
identifiable assets acquired and liabilities assumed are
principally measured at acquisition-date fair value. The
Group’s previously held equity interest in the acquiree is re-
measured at acquisition-date fair value and the resulting
gains or losses are recognised in profit or loss. The Group
may elect, on a transaction-by-transaction basis, to measure
the non-controlling interests either at fair value or at the
proportionate share of the acquiree’s identifiable net assets.
Acquisition-related costs incurred are expensed unless
they are incurred in issuing equity instruments in which
case the costs are deducted from equity. Any contingent
consideration to be transferred by the acquirer is recognised
at acquisition-date fair value. Subsequent adjustments
to consideration are recognised against goodwill only to
the extent that they arise from new information obtained
within the measurement period (a maximum of 12 months
from the acquisition date) about the fair value at the
acquisition date. All other subsequent adjustments to
contingent consideration classified as an asset or a liability
are recognised in profit or loss.

Changes in the Group's interests in subsidiaries that do
not result in a loss of control are accounted for as equity
transactions. The carrying amounts of the Group’s interest
and the non-controlling interests are adjusted to reflect
the changes in their relative interests in the subsidiaries.
Any difference between the amount by which the non-
controlling interests is adjusted and the fair value of the
consideration paid or received is recognised directly in
equity and attributed to owners of the Company.

When the Group loses control of a subsidiary, the profit
or loss on disposal is calculated as the difference between
(i) the aggregate of the fair value of the consideration
received and the fair value of any retained interest and
(i) the previous carrying amount of the assets (including
goodwill), and liabilities of the subsidiary and any non-
controlling interests. Amounts previously recognised in
other comprehensive income in relation to the subsidiary are
accounted for in the same manner as would be required if
the relevant assets or liabilities were disposed of.
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Subsequent to acquisition, the carrying amount of non-
controlling interests is the amount of those interests at
initial recognition plus the non-controlling interests’ share of
subsequent changes in equity. Total comprehensive income
is attributed to non-controlling interests even if this results
in the non-controlling interests having a deficit balance.

A subsidiary is an investee over which the Group is able
to exercise control. The Group controls an investee if all
three of the following elements are present: power over
the investee, exposure, or rights, to variable returns from
the investee, and the ability to use its power to affect those
variable returns. Control is reassessed whenever facts and
circumstances indicate that there may be a change in any of
these elements of control.

In the Company’s statement of financial position,
subsidiaries are carried at cost less any impairment loss
unless the subsidiary is held for sale or included in a disposal
group. The results of subsidiaries are accounted for by the
Company on the basis of dividends received and receivable
at the reporting date. All dividends whether received out of
the investee's pre or post-acquisition profits are recognised
in the Company’s profit or loss.

The Group is a party to a joint arrangement where there is
a contractual arrangement that confers joint control over
the relevant activities of the arrangement to the Group and
at least one other party. Joint control is assessed under the
same principles as control over subsidiaries.

The Group classifies its interests in joint arrangements as
either:

(i)  Joint ventures: where the Group has rights to only the
net assets of the joint arrangement; or

(i) Joint operations: where the Group has both the rights
to assets and obligations for the liabilities of the joint
arrangement.

KRB TER B AR TIANDE CHEMICAL HOLDINGS LIMITED
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In assessing the classification of interests in joint
arrangements, the Group considers:

(i)  the structure of the joint arrangement;

(i)  the legal form of joint arrangements structured
through a separate vehicle;

(iii) the contractual terms of the joint arrangement
agreement; and

(iv) any other facts and circumstances (including any other
contractual arrangements).

Joint ventures are accounted for using the equity method
whereby they are initially recognised at cost and thereafter,
their carrying amount are adjusted for the Group's share
of the post-acquisition change in the joint ventures’ net
assets except that losses in excess of the Group's interest
in the joint ventures are not recognised unless there is an
obligation to make good those losses.

Profits and losses arising on transactions between the
Group and its joint ventures are recognised only to the
extent of unrelated investors’ interests in the joint ventures.
The investor’s share in the joint ventures’ profits and losses
resulting from these transactions is eliminated against the
carrying value of the joint ventures. Where unrealised losses
provide evidence of impairment of the asset transferred
they are recognised immediately in profit or loss.

Any premium paid for an investment in a joint venture
above the fair value of the Group’s share of the identifiable
assets, liabilities and contingent liabilities acquired is
capitalised and included in the carrying amount of the
investment in joint venture. Where there is objective
evidence that the investment in a joint venture has been
impaired the carrying amount of the investment is tested for
impairment in the same way as other non-financial assets.

The Company's interests in joint ventures are stated at cost
less impairment losses, if any. Results of joint ventures are
accounted for by the Company on the basis of dividends
received and receivable.
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In the individual financial statements of the consolidated
entities, foreign currency transactions are translated into
the functional currency of the individual entity using the
exchange rates prevailing at the dates of the transactions.
At the reporting date, monetary assets and liabilities
denominated in foreign currencies are translated at
the foreign exchange rates ruling at that date. Foreign
exchange gains and losses resulting from the settlement of
such transactions and from the reporting date retranslation
of monetary assets and liabilities are recognised in profit or
loss.

Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at
the rates prevailing on the date when the fair value was
determined and are reported as part of the fair value gain
or loss. Non-monetary items that are measured in terms of
historical cost in a foreign currency are not retranslated.

In the consolidated financial statements, all individual
financial statements of foreign operations, originally
presented in a currency different from the Group’s
presentation currency, have been converted into RMB.
Assets and liabilities have been translated into RMB at the
closing rates at the reporting date. Income and expenses
have been converted into RMB at the exchange rates ruling
at the transaction dates, or at the average rates over the
reporting period provided that the exchange rates do not
fluctuate significantly. Any differences arising from this
procedure have been recognised in other comprehensive
income and accumulated separately in the foreign currency
translation reserve in equity.

When a foreign operation is disposed, such exchange
differences are reclassified from equity to profit or loss as
part of the gain or loss on disposal.
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Property, plant and equipment (other than construction in
progress) are stated at cost less accumulated depreciation
and any accumulated impairment losses. The cost of
an asset comprises its purchase price and any directly
attributable cost of bringing the asset to the working
condition and location for its intended use.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits
associated with the item will flow to the Group and the cost
of the item can be measured reliably. All other costs, such as
repairs and maintenance are charged to profit or loss during
the financial period in which they are incurred.

Depreciation on property, plant and equipment is provided
to write off the cost less their residual values, if any, over
their estimated useful lives, using the straight-line method,
at the following rates per annum:

Buildings 4.5% — 5% or the lease term,
whichever is shorter

20% or the lease term,
whichever is shorter

Leasehold improvements

Plant and machinery 6% — 10%
Motor vehicles 18% — 20%
Furniture, fixtures and office equipment 18% — 20%

Construction in progress represents leasehold buildings
and plant and machinery under construction, which is
stated at cost less any accumulated impairment losses. Cost
comprises direct cost of construction as well as borrowing
costs capitalised during the periods of construction and
installation. Capitalisation of these costs ceases and the
construction is transferred to the appropriate class of
property, plant and equipment when substantially all the
activities necessary to prepare the assets for their intended
use are completed. No depreciation is provided for in
respect of construction in progress until it is completed and
ready for its intended use.

The assets’ residual values, depreciation method and useful
lives are reviewed, and adjusted if appropriate, at each
reporting date.

The gain or loss arising on retirement or disposal is
determined as the difference between the sales proceeds
and the carrying amount of the asset and is recognised in
profit or loss on disposal.
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Upfront payments made to acquire land held under
an operating lease are stated at cost less accumulated
amortisation and any accumulated impairment losses. The
determination if an arrangement is or contains a lease
and the lease is an operating lease is detailed in note
3(n). Amortisation is calculated on a straight-line method
over the term of the lease/right of use except where an
alternative basis is more representative of the time pattern
of benefits to be derived by the Group from use of the land.

The prepaid land lease payments comprise a portion that is
held to earn rentals and the other portion that is held for
administrative purpose. As the portion held to earn rentals
cannot be sold separately and is insignificant, it is classified
as prepaid land lease payments rather than investment
property.

Investment properties are land and/or buildings which are
owned or held under a leasehold interest to earn rental
income and/or for capital appreciation. These include land
held for a currently undetermined future use and property
that is being constructed or developed for future use as
investment property.

When the Group holds a property interest under an
operating lease to earn rental income and/or for capital
appreciation, the interest is classified and accounted for as
an investment property on a property-by-property basis.
Any such property interest which has been classified as
an investment property is accounted for as if it were held
under a finance lease.

On initial recognition, investment property is measured
at cost, including any directly attributable expenditure.
Subsequent to initial recognition, investment property
is stated at fair value, unless it is still in the course of
construction or development at the reporting date and its
fair value cannot be reliably determined at that time. Fair
value is determined by external professional valuers, with
sufficient experience with respect to both the location
and the nature of the investment property. The carrying
amounts recognised at the reporting date reflect the
prevailing market conditions at the reporting date.

Gains or losses arising from either changes in the fair value
or the sale of an investment property are included in profit
or loss in the period in which they arise.

KRB TER B AR TIANDE CHEMICAL HOLDINGS LIMITED
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Cost associated with research activities are expensed
in profit or loss as they occur. Costs that are directly
attributable to development activities are capitalised
provided they meet the following recognition requirement:

(i) demonstration of technical feasibility of the
prospective product for internal use or sale;

(i)  there is intention to complete the product and use or
sell it;

(iii) the Group's ability to use or sell the product is
demonstrated;

(iv) the product will generate probable economic benefits
through internal use or sale;

(v)  sufficient technical, financial and other resources are
available for completion; and

(vi) the expenditure attributable to the product can be
reliably measured.

Direct costs include employee costs incurred on
development activities along with an appropriate portion of
relevant overheads. The costs of development of internally
generated software, products or knowhow that meet
the above recognition criteria are capitalised. Capitalised
development costs are amortised over the periods the
Group expects to benefit from selling the products
developed. The amortisation expense is recognised in profit
or loss and included in cost of sales.

All other development costs are expensed as incurred.

Financial assets of the Group are classified into loans
and receivables and financial assets at fair value through
profit or loss. Management determines the classification
of its financial assets at initial recognition depending on
the purpose for which the financial assets were acquired
and where allowed and appropriate, re-evaluates this
designation at every reporting date.

All financial assets are recognised when, and only when, the
Group becomes a party to the contractual provisions of the
instrument. When financial assets are recognised initially,
they are measured at fair value, plus directly attributable
transaction costs.
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Derecognition of financial assets occurs when the
contractual rights to receive cash flows from the assets
expire or are transferred and substantially all of the risks and
rewards of ownership have been transferred.

At each reporting date, financial assets are reviewed to
assess whether there is objective evidence of impairment. If
any such evidence exists, impairment loss is determined and
recognised based on the classification of the financial asset.

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. Loans and receivables are subsequently
measured at amortised cost using the effective interest
method, less any impairment losses. Amortised cost is
calculated taking into account any discount or premium on
acquisition and includes fees that are an integral part of the
effective interest rate and transaction cost.

Impairment of financial assets

At each reporting date, financial assets are reviewed to
determine whether there is any objective evidence of
impairment.

Objective evidence of impairment of individual financial
assets includes observable data that comes to the attention
of the Group about one or more of the following loss
events:

- Significant financial difficulty of the debtor;

- A breach of contract, such as a default or delinquency
in interest or principal payments;

- It becoming probable that the debtor will enter
bankruptcy or other financial reorganisation;

- Significant changes in the technological, market,
economic or legal environment that have an adverse
effect on the debtor; and

—  Assignificant or prolonged decline in the fair value of
an investment in an equity instrument below its cost.

KRB TER B AR TIANDE CHEMICAL HOLDINGS LIMITED



B

—ESBAEZ BB RENRT
RS TERRELREEL
HRRRERBRATHEZ D -
REABRBKREE (BFRR) %A
Bl 0 B B B 2 15 SR + DA R B
ARIAER HE BB RN S E
SRR T RIS S -

WA ZBNRBRREHERAT R
ERRBEFRELRBRERER §H
BECBEAEEREEEMFT BEKR
ERE(TEERAELEZAREE
ER)RZeREERATERNE (B
N ERRREFEZERNE) T
RzRERZEZR - BESB|INR
BEAZHFEEEDRER -

MR ERBE BREBRSFRD
A R Z B R T R B 1% 3%
2 EM RIRATHER 2 BEBERK
TRE ELHEISEHEREEL
FHEBRREYEXNEOBREE A #
RBEHYE R T MR FE 3R 2 #SH K
Ao BOTHENBERESZ BHEAEE

Sz 27
T FERR ©

FEIEKAER Z#RFEMESR 2
BEESIR-AT#RFERATER
oz fEHE B TR TR &
RAZHERXETE - AL INHEFY
RERE  MEF RS AIBEE
BEME BERTE AE P EZH
kN BER(WBER) -

RehkBReEEBEEERBRITATHE
B~ RITIE BT A K 7] BE RS 34 4
REeMeRAS (RIMEA=EA
HAR) - BFE REEZ S EREMK
ZRARRBERE-

—ZE—NF+=F=+—HIEFE For the year ended 31 December 2014

Loss events in respect of a group of financial assets include
observable data indicating that there is a measurable
decrease in the estimated future cash flows from the group
of financial assets. Such observable data includes but not
limited to adverse changes in the payment status of debtors
in the group and, national or local economic conditions that
correlate with defaults on the assets in the group.

If there is objective evidence that an impairment loss
on loans and receivables carried at amortised cost has
been incurred, the amount of the loss is measured as the
difference between the asset’s carrying amount and the
present value of estimated future cash flows (excluding
future credit losses that have not been incurred) discounted
at the financial asset’s original effective interest rate (i.e.
the effective interest rate computed at initial recognition).
The amount of the loss is recognised in profit or loss of the
period in which the impairment occurs.

If, in subsequent period, the amount of the impairment
loss decreases and the decrease can be related objectively
to an event occurring after the impairment was recognised,
the previously recognised impairment loss is reversed to the
extent that it does not result in a carrying amount of the
financial asset exceeding what the amortised cost would
have been had the impairment not been recognised at the
date the impairment is reversed. The amount of the reversal
is recognised in profit or loss of the period in which the
reversal occurs.

Inventories are carried at the lower of cost and net
realisable value. Net realisable value is the estimated selling
price in the ordinary course of business less the estimated
cost of completion and applicable selling expenses. Cost
is determined using the weighted average basis, and in
the case of work in progress and finished goods, comprise
direct materials, direct labour and an appropriate proportion
of overheads, and where appropriate, subcontracting
charges.

Cash and cash equivalents include cash at bank and in
hand, demand deposits with banks and short term highly
liquid investments with original maturities of three months
or less that are readily convertible into known amounts
of cash and which are subject to an insignificant risk of
changes in value.
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The Group's financial liabilities include bank borrowings,
trade and other payables, accruals and derivative financial
instruments. They are included in line items in the statement
of financial position as bank borrowings under current and
non-current liabilities, trade payables and accruals and other
payables and derivative financial instruments.

Financial liabilities are recognised when the Group becomes
a party to the contractual provisions of the instrument. All
interest related charges are recognised in accordance with
the Group’s accounting policy for borrowing costs (see note

3(u)).

A financial liability is derecognised when the obligations
under the liability is discharged or cancelled or expires.

Where an existing financial liability is replaced by another
from the same lender on substantially different terms,
or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as a
derecognition of the original liability and the recognition of
a new liability, and the difference in the respective carrying
amount is recognised in profit or loss.

Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
stated at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption
value is recognised in profit or loss over the period of the
borrowings using the effective interest method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of the
liability for at least twelve months after the reporting date.

Trade payable, accruals and other payables
Trade payable, accruals and other payables are recognised

initially at their fair value and subsequently measured at
amortised cost, using the effective interest method.

KRB TER B AR TIANDE CHEMICAL HOLDINGS LIMITED
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Financial liabilities at fair value through profit or loss
Financial liabilities at fair value through profit or loss include
financial liabilities held for trading and financial liabilities
designated upon initial recognition as at fair value through
profit or loss.

Financial liabilities are classified as held for trading if they
are acquired for the purpose of selling in the near term.
Derivatives, including separated embedded derivatives, are
also classified as held for trading unless they are designated
as effective hedging instruments. Gains or losses on
liabilities held for trading are recognised in profit or loss.

Where a contract contains one or more embedded
derivatives, the entire hybrid contract may be designated as
a financial liability at fair value through profit or loss, except
where the embedded derivative does not significantly
modify the cash flows or it is clear that separation of the
embedded derivative is prohibited.

Financial liabilities may be designated at initial recognition
as at fair value through profit or loss if the following criteria
are met:

- the designation eliminates or significantly reduces
the inconsistent treatment that would otherwise arise
from measuring the liabilities or recognising gains or
losses on them on a different basis; or

—  the liabilities are part of a group of financial
liabilities which are managed and their performance
is evaluated on a fair value basis, in accordance
with a documented risk management strategy and
information about the group of financial liabilities
is provided internally on that basis to the key
management personnel; or

- the financial liability contains an embedded derivative
that would need to be separately recorded.

Subsequent to initial recognition, financial liabilities
included in this category are measured at fair value, with
changes in fair value recognised in profit or loss in the
period in which they arise. Fair value is determined by
reference to active market transactions or using a valuation
technique where no active market exists. Fair value gain
or loss does not include any dividend or interest earned
on these financial assets. Dividend and interest income is
recognised in accordance with the Group's polices.
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An arrangement, comprising a transaction or a series of
transactions, is or contains a lease if the Group determines
that the arrangement conveys a right to use a specific
asset or assets for an agreed period of time in return for
a payment or a series of payments. Such a determination
is made based on an evaluation of the substance of the
arrangement and is regardless of whether the arrangement
takes the legal form of a lease.

Classification of assets leased to the Group
Assets that are held by the Group under leases which
transfer to the Group substantially all the risks and
rewards of ownership are classified as being held
under finance leases. Leases which do not transfer
substantially all the risks and rewards of ownership to
the Group are classified as operating leases, with the
following exceptions:

Property held under operating leases that would
otherwise meet the definition of an investment
property is classified as an investment property on
a property-by-property basis and, if classified as
investment property, is accounted for as if held under
a finance lease (see note 3(h)).

Operating lease charges as the lessee

Where the Group has the right to use the assets
held under operating leases, payments made under
the leases are charged to profit or loss on a straight-
line method over the lease terms except where an
alternative basis is more representative of the time
pattern of benefits to be derived from the leased
assets. Lease incentives received are recognised in
profit or loss as an integral part of the aggregate net
lease payments made. Contingent rental are charged
to profit or loss in the accounting period in which they
are incurred.

Assets leased out under operating leases as the
lessor

Assets leased out under operating leases are measured
and presented according to the nature of the
assets. Initial direct costs incurred in negotiating and
arranging an operating lease are added to the carrying
amount of the leased asset and recognised as an
expense over the lease term on the same basis as the
rental income.
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(iii) Assets leased out under operating leases as the

lessor (Continued)

Rental income receivable from operating leases is
recognised in profit or loss on a straight-line method
over the periods covered by the lease term, except
where an alternative basis is more representative of
the time pattern of benefits to be derived from the
use of the leased asset. Lease incentives granted are
recognised in profit or loss as an integral part of the
aggregate net lease payments receivable. Contingent
rentals are recognised as income in the accounting
period in which they are earned.

(iv) Assets leased out under finance leases as the

lessor

Amounts due from lessees under finance leases are
recorded as receivables at the amount of the Group's
net investment in the leases. Finance lease income
is allocated to accounting periods so as to reflect a
constant periodic rate of return on the Group's net
investment outstanding in respect of the leases.

Provisions are recognised when the Group has a present
obligation (legal or constructive) as a result of a past event,
and it is probable that an outflow of economic benefits will
be required to settle the obligation and a reliable estimate
of the amount of the obligation can be made. Where the
time value of money is material, provisions are stated at
the present value of the expenditure expected to settle the
obligation.

All provisions are reviewed at each reporting date and
adjusted to reflect the current best estimate.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a contingent
liability, unless the probability of outflow of economic
benefits is remote. Possible obligations, whose existence
will only be confirmed by the occurrence or non-occurrence
of one or more uncertain future events not wholly within
the control of the Group are also disclosed as contingent
liabilities unless the probability of outflow of economic
benefits is remote.

—Z—MFFH ANNUAL REPORT 2014
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Contingent liabilities are recognised in the course of the
allocation of purchase price to the assets and liabilities
acquired in a business combination. They are initially
measured at fair value at the date of acquisition and
subsequently measured at the higher of the amount
that would be recognised in a comparable provision as
described above and the amount initially recognised less any
accumulated amortisaton, if appropriate.

Ordinary shares are classified as equity. Share capital is
determined using the nominal value of shares that have
been issued.

Any transaction costs associated with the issuing of shares
are deducted from share premium (net of any related
income tax benefits) to the extent that they are incremental
cost directly attributable to the equity transaction.

Revenue comprises the fair value of the consideration
received or receivable for the sale of goods and the use by
others of the Group’s assets yielding interest. Provided it is
probable that the economic benefits will flow to the Group
and the revenue and costs, if applicable, can be measured
reliably, revenue is recognised as follows:

Sales of goods are recognised upon transfer of the
significant risks and rewards of ownership to the customer.
This is usually taken as the time when the goods are
delivered and the customer has accepted the goods.

Rental income receivable under operating leases is
recognised in profit or loss in equal installments over the
accounting periods covered by the lease terms. Lease
incentives granted are recognised in profit or loss as
an integral part of the aggregate net lease payments
receivable. Contingent rentals are recognised as income in
the accounting period in which they are earned.

Interest income is recognised on a time-proportion basis
using the effective interest method.

KRB TER B AR TIANDE CHEMICAL HOLDINGS LIMITED
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Government grants are recognised at their fair value
where there is a reasonable assurance that the grant will
be received and the Group will comply with all attached
conditions. Government grants are deferred and recognised
in profit or loss over the period necessary to match them
with the costs that the grants are intended to compensate.
Government grants relating to the purchase of property,
plant and equipment are included in liabilities as deferred
income in the statement of financial position and are
recognised in profit or loss on a straight-line method over
the expected lives of the related assets.

Government grants relating to income is presented in
gross under “Other income” in the consolidated income
statement.

Property, plant and equipment, prepaid land lease
payments, investments in subsidiaries and interests in a joint
venture are subject to impairment testing.

All these assets are tested for impairment whenever there
are indications that the asset’s carrying amount may not be
recoverable.

An impairment loss is recognised as an expense immediately
for the amount by which the asset's carrying amount
exceeds its recoverable amount. Recoverable amount is
the higher of fair value, reflecting market conditions less
costs to sell, and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current
market assessment of time value of money and the risk
specific to the asset.

For the purposes of assessing impairment, where an
asset does not generate cash inflows largely independent
from those from other assets, the recoverable amount is
determined for the smallest group of assets that generate
cash inflow independently (i.e. a cash-generating unit). As
a result, some assets are tested individually for impairment
and some are tested at cash-generating unit level.

An impairment loss is reversed if there has been a
favourable change in the estimates used to determine
the asset’s recoverable amount and only to the extent
that the asset’s carrying amount does not exceed the
carrying amount that would have been determined, net
of depreciation or amortisation, if no impairment loss had
been recognised.

—Z—FF#H ANNUAL REPORT 2014
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Retirement benefits
Retirement benefits to employees are provided through
defined contribution plans.

The Group operates a defined contribution retirement
benefit plan under the Mandatory Provident Fund Schemes
Ordinance, for all of its employees who are eligible to
participate in the Mandatory Provident Fund Scheme.
Contributions are made based on a percentage of the
employees’ basic salaries.

The employees of the Group's subsidiaries which operate
in the PRC are required to participate in a central pension
scheme operated by the local municipal government.

Contributions are recognised as an expense in profit or loss
as employees render services during the year. The Group’s
obligations under these plans are limited to the fixed
percentage contributions payable.

Short-term employee benefits

Employee entitlements to annual leave are recognised
when they accrue to employees. A provision is made for
the estimated liability for annual leave as a result of services
rendered by employees up to the reporting date.

Non-accumulating compensated absences such as sick leave
and maternity leave are not recognised until the time of
leave.

Share-based compensation

The Group operates equity-settled share-based
compensation plans to certain employees and a supplier. All
employee services received in exchange for the grant of any
share-based compensation are measured at their fair values.
These are indirectly determined by reference to the equity
instruments awarded. Their value is appraised at the grant
date and excludes the impact of any non-market vesting
conditions (for example, profitability and sales growth
targets).

KRB TER B AR TIANDE CHEMICAL HOLDINGS LIMITED
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Share-based compensation (Continued)

All share-based compensation is recognised as an expense
in profit or loss over the vesting period if vesting conditions
apply, or recognised as an expense in full at the grant date
when the equity instruments granted vest immediately
unless the compensation qualifies for recognition as asset,
with a corresponding increase in the share-based payment
reserve in equity. If vesting conditions apply, the expense
is recognised over the vesting period, based on the best
available estimate of the number of equity instruments
expected to vest. Non-market vesting conditions are
included in assumptions about the number of equity
instruments that are expected to vest. Estimates are
subsequently revised, if there is any indication that the
number of equity instruments expected to vest differs from
previous estimates.

At the time when the share options are exercised, the
amount previously recognised in share-based payment
reserve will be transferred to share premium. After vesting
date, when the vested share options are later forfeited
or are still not exercised at the expiry date, the amount
previously recognised in share-based payment reserve will
be transferred to retained profits.

For shares transferred to an employee of the Company by
the Company’s ultimate holding company, the fair value
of services received is determined by reference to the fair
value of shares granted at the grant date, and is expensed
on a straight-line method over the vesting period with
a corresponding increase in equity. At each reporting
date, for shares granted to an employee with non-market
performance vesting conditions, the Group revises its
estimates of the number of shares that are expected to
ultimately vest. The impact of the revision of the estimates
during the vesting period, if any, is recognised in profit or
loss, with a corresponding adjustment to reserve.

Borrowing costs incurred for the acquisition, construction
or production of any qualifying asset are capitalised, as
part of the cost of a qualifying asset, during the period of
time that is required to complete and prepare the asset for
its intended use or sale are being undertaken. A qualifying
asset is an asset which necessarily takes a substantial period
of time to get ready for its intended use or sale. Other
borrowing costs are expensed when incurred.

Capitalisation of borrowing costs ceases when substantially
all the activities necessary to prepare the qualifying asset for
its intended use or sale are complete.

—Z—FF#H ANNUAL REPORT 2014
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Income tax for the year comprises current tax and deferred
tax.

Current income tax assets and/or liabilities comprise those
obligations to, or claims from, fiscal authorities relating to
the current or prior reporting period, that are unpaid at the
reporting date. They are calculated according to the tax
rates and tax laws applicable to the fiscal periods to which
they relate, based on the taxable profit for the year. All
changes to current tax assets or liabilities are recognised as
a component of tax expense in profit or loss.

Deferred tax is calculated using the liability method on
temporary differences at the reporting date between the
carrying amounts of assets and liabilities in the financial
statements and their respective tax bases. Deferred tax
liabilities are generally recognised for all taxable temporary
differences. Deferred tax assets are recognised for all
deductible temporary differences, tax losses available to
be carried forward as well as other unused tax credits, to
the extent that it is probable that taxable profit, including
existing taxable temporary differences, will be available
against which the deductible temporary differences, unused
tax losses and unused tax credits can be utilised.

An exception to the general requirement on determining
the appropriate tax rate used in measuring deferred tax
amount is when an investment property is carried at fair
value under HKAS 40 “Investment Property”. Unless the
presumption is rebutted, the deferred tax amounts on these
investment properties are measured using the tax rates that
would apply on sale of these investment properties at their
carrying amounts at the reporting date. The presumption is
rebutted when the investment property is depreciable and is
held within a business model whose objective is to consume
substantially all the economic benefits embodied in the
property over time, rather than through sale.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries and
interests in a joint venture, except where the Group is able
to control the reversal of the temporary differences and it is
probable that the temporary differences will not reverse in
the foreseeable future.

KRB T1ER B AR TIANDE CHEMICAL HOLDINGS LIMITED
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Deferred tax is calculated, without discounting, at tax
rates that are expected to apply in the period the liability is
settled or the asset realised, provided they are enacted or
substantively enacted at the reporting date.

Income tax are recognised in profit or loss except when they
relate to items recognised in other comprehensive income
in which case the tax is also recognised in comprehensive
income.

Current tax assets and current tax liabilities are presented in
net if, and only if,

(@) the Group has the legally enforceable right to set off
the recognised amounts; and

(b) it intends either to settle on a net basis, or to realise
the asset and settle the liability simultaneously.

The Group presents deferred tax assets and deferred tax
liabilities in net if, and only if,

(@) the entity has a legally enforceable right to set off
current tax assets against current tax liabilities; and

(b) the deferred tax assets and the deferred tax liabilities
relate to income taxes levied by the same taxation
authority on either:

(i)  the same taxable entity; or

(i)  different taxable entities which intend either
to settle current tax liabilities and assets on a
net basis, or to realise the assets and settle the
liabilities simultaneously, in each future period
in which significant amounts of deferred tax
liabilities or assets are expected to be settled or
recovered.
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The Group identifies operating segments and prepares
segment information based on the regular internal financial
information reported to the chief operating decision maker
(i.e. executive Directors) for their decisions about resources
allocation to the Group’s business components and for
their review of the performance of those components. The
business components in the internal financial information
reported to the executive Directors are determined
following the Group’s major product and service lines.

The Group has identified the following reportable
segments:

(i)  Cyanide and its derivative products: Research and
development, manufacture and sale of cyanide and its
derivative products;

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

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

(iv) Other chemical products: Sale of other chemical
products, e.g. steam and fine petrochemical products.

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.

KRB TER B AR TIANDE CHEMICAL HOLDINGS LIMITED
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The measurement policies the Group used for reporting
segment results under HKFRS 8 are the same as those used
in its financial statements prepared under HKFRSs, except
that:

- expenses related to share-based payments

- rental income, rental costs and fair value change
related to investment properties

- share of profit/loss of a joint venture

— fair value change on derivative financial instruments
- finance costs

- income tax

- corporate income and expenses which are not directly
attributable to the business activities of any operating
segment

are not included in arriving at the operating results of the
operating segment.

Segment assets include all assets but investment properties.
In addition, corporate assets which are not directly
attributable to the business activities of any operating
segment are not allocated to a segment, which primarily
applies to the Group’s headquarter.

Segment liabilities exclude corporate liabilities which are
not directly attributable to the business activities of any
operating segment and are not allocated to a segment.
These include deferred tax liabilities attributable to
investment properties and the Group’s headquarters, and
borrowings undertaken specifically to fund the acquisition
of these assets. No asymmetrical allocations have been
applied to reportable segments.
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A person or a close member of that person’s family is
related to the Group if that person:

(i)  has control or joint control over the Group;

(i) has significant influence over the Group; or

(iii) is a member of key management personnel of
the Group or the Company'’s parent.

An entity is related to the Group if any of the
following conditions apply:

(i)  The entity and the Group are members of the
same group (which means that each parent,
subsidiary and fellow subsidiary is related to the
others).

(i)  One entity is an associate or joint venture of the
other entity (or an associate or joint venture of a
member of a group of which the other entity is
a member).

(iii)  Both entities are joint ventures of the same third
party.

(iv) One entity is a joint venture of a third entity
and the other entity is an associate of the third
entity.

(v)  The entity is a post-employment benefit plan for
the benefit of the employees of the Group or an
entity related to the Group.

(vi)  The entity is controlled or jointly controlled by a
person identified in (a).

(vii) A person identified in (a)(i) has significant
influence over the entity or is a member of key
management personnel of the entity (or of a
parent of the entity).
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Close members of the family of a person are those family
members who may be expected to influence, or be
influenced by, that person in their dealings with the entity
and include:

(i)  that person’s children and spouse or domestic partner;

(ii)

children of that person’s spouse or domestic partner;
and

(iii) dependents of that person or that person’s spouse or
domestic partner.

Estimates and judgements are continually evaluated and are
based on historical experience and other factors, including
expectations of future events that are believed to be reasonable
under the circumstances.

The Group makes estimates and assumptions concerning the
future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and
assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within
the next financial year are discussed below:

(@

(ii)

Property, plant and equipment and depreciation

The Group determines the estimated useful lives and
related depreciation charges for the Group’s property, plant
and equipment. This estimate is based on the historical
experience of the actual useful lives of property, plant and
equipment of similar nature and functions. The Group
will revise the depreciation charge where useful lives are
different to those previously estimated, or it will write-off or
write-down technically obsolete or non-strategic assets that
have been abandoned or sold.

Estimated fair values of investment properties

The Group appointed a firm of independent professional
valuers to assess the fair values of the investment
properties. In determining the fair values, the valuers have
used a method of valuation which involves input of certain
estimates. The Directors have exercised their judgement and
are satisfied that the method of valuation is reflective of the
current market conditions.
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(iii)

(iv)

(v)
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(iii)

(iv)

(v)

—MHF+= A =+—H1EFE For the year ended 31 December 2014

Inventory valuation

Inventory is valued at the lower of cost and net realisable
value. Net realisable value of inventories is the estimated
selling price in the ordinary course of business, less
estimated costs of completion and selling expense. These
estimates are based on the current market conditions and
the historical experience of manufacturing and selling
products of similar nature. It could change significantly as
a result of changes in customers’ taste and competitors’
actions in response to serve industry cycles. The Group will
reassess the estimates by each reporting date.

The assessment of the estimated net realisable value
involves judgement and estimates. Where the actual
outcome in future is different from the original estimates,
such difference will impact the carrying value of inventories
and write-down/reversal of write-down in the period in
which such estimates have been changed.

Estimated impairment on property, plant and
equipment

At each reporting date, management makes an assessment
on whether there is objective evidence that the property,
plant and equipment are impaired in accordance with the
accounting policy stated in note 3(s). These calculations
require the use of estimates.

Fair value of derivative financial instruments

Pursuant to the joint venture agreement entered between
the Company and the joint venture partner (the “JV
Partner”) on 30 June 2011 (the “JV Agreement”), the
Company and the JV Partner are granted call and put
option respectively that entitled the Company to require
the JV Partner to sell 45% JV Partner’s interest in the joint
venture and entitled the JV Partner to require the Company
to purchase 45% JV Partner’s interest in the joint venture.
Further details are set out in note 32. The derivative
financial instrument was accounted as a financial liability
and stated at fair value in accordance with the accounting
policies stated in note 3(m). The fair value of derivative
financial instruments was estimated by independent
professional valuer based on Binomial Lattice Model. It
should be noted that the valuation was based on certain
assumptions, which are subject to uncertainty and might
materially differ affect the estimation of the fair value of
derivative financial instrument.

KRB TER B AR TIANDE CHEMICAL HOLDINGS LIMITED
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(vi) FIBHRIELERIE (vi) Income taxes and deferred taxes
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The Group is subject to income taxes in Hong Kong and the
PRC. Significant judgement is required in determining the
provision for income taxes and the timing of payment of the
related taxes. There are certain transactions and calculations
for which the ultimate tax determination is uncertain during
the ordinary course of business. The Group recognises
liabilities for anticipated tax based on estimates of whether
additional taxes will be due. When the final tax outcome
of these matters is different from the amounts that were
initially recorded, such differences will impact the income
tax provision in the period in which such determination is
made.

Withholding taxes arising from the distributions of
dividends

The Group’s determination as to whether to accrue for
withholding taxes from the distribution of dividends from
the subsidiaries in the PRC according to the relevant tax
jurisdictions is subject to judgement on the timing of the
payment of the dividends, where the Group considers that if
it is probable that the profits of the subsidiaries in the PRC
earned after 1 January 2008 will not be distributed in the
foreseeable future, then no withholding taxes are provided.
Details of the unrecognised deferred tax liabilities in this
respect are set out in note 19.

(viii) Fair value measurement

A number of assets and liabilities included in the Group's
financial statements require measurement at, and/or
disclosure of, fair value.

The fair value measurement of the Group’s financial
and non-financial assets and liabilities utilises market
observable inputs and data as far as possible. Inputs used in
determining fair value measurements are categorised into
different levels based on how observable the inputs used in
the valuation technique utilised are:

Level 1:  Quoted prices in active markets for identical items
(unadjusted);

Level 2: Observable direct or indirect inputs other than
Level 1 inputs;

Level 3:  Unobservable inputs (i.e. not derived from market
data).
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(viii) Fair value measurement (Continued)
The classification of an item into the above levels is based
on the lowest level of the inputs used that has a significant
effect on the fair value measurement of the item. Transfers
of items between levels are recognised in the period they
occur.

AEBRAREAABGITESHE
E- AW LMBER AAEFENEF
BEM B2EMEIV) -

The Group measures financial assets at fair value through
profit or loss at fair value. For more detailed information in
relation to the fair value measurement of the items above,
please refer to note 37(v).

HTEFCHARBEZMKE®m MR
RIEREEDEL FH 1B R M RE3W)

The executive Directors have identified the Group’s four product
and service lines as operating segments as further described in
note 3(w).

These operating segments are monitored and strategic decisions
are made on the basis of adjusted segment operating results.

—E-lmE
2014
HIBR
AELEUR HTBER Hit
HTEER Chloroacetic tIEm
Cyanide and BEER  acidandits Other
its derivative Alcohol derivative chemical |t
products products products products Total
ARBT ARBT T ARBTR ARBT T ARETR
RMB'000 RMB'000 RMB’000 RMB'000 RMB'000
Yozs - Revenue:
REIREF From external customers 994,200 74,787 33,089 19,051 1,121,127
D EE 2 Wi Inter-segment revenue - 51,931 271,940 1,219 325,090
A2RH 2 Reportable segment revenue 994,200 126,718 305,029 20,270 1,446,217
Q50 diil Reportable segment profit 219,254 14,964 109,653 11,911 355,782
WE BERSERTE Depreciation of property,
plant and equipment 39,011 316 13,350 9,279 61,956
WRZETERFEL Reversal of write-down of
FEZOEGE inventories to net realisable value (@) = = = (4)
ERH P EE Reportable segment assets 651,073 31,919 95,476 83,722 862,190
EnBHBEELM Additions to non-current
segment assets 54,693 - 3,251 14,782 72,726
E2FHHzaE Reportable segment liabilities 39,932 5,804 5,502 14,689 65,927

KRB T1ER B AR TIANDE CHEMICAL HOLDINGS LIMITED
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Revenue:
From external customers
Inter-segment revenue

Reportable segment revenue

Reportable segment profit

Depreciation of property, plant and
equipment

Reversal of write-down of inventories
to net realisable value

Write-down of inventories to net
realisable value

Reportable segment assets

Additions to non-current
segment assets

Reportable segment liabilities
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AELENR
HEThEm
Cyanide and
its derivative

products
ARETT
RMB'000
(251)
(Restated)

1,036,127

1,036,127

308,817

30,531

(128)

42

563,298

65,078

36,175

BHEER
Alcohol
products
ARET T
RMB'000
(2731)
(Restated)

71,923
115,448

187,371

19,781

548

18,972

4,216

—E-=F

2013
ACBR
HETHER
Chloroacetic
acid and its
derivative
products

ARETT
RMB'000
(&%)
(Restated)

16,244
303,454

319,698

159,157

93,210

5,083

7,694

Hith
LIER
Other
chemical
products
ARET T
RMB'000
(27)
(Restated)

70,884
19,762

90,646

1,566

9,416

(81)

88,608

5,151

19,869

—MF+= A =+—H1EFE For the year ended 31 December 2014

G

Total
ARETT
RMB'000
(E7)
(Restated)

1,195,178
438,664

1,633,842

489,321

52,113

(209)

42

764,088

75,312

67,954

The totals presented for the Group’s operating segments
reconciled to the Group's key financial figures as presented in the
financial statements are as follows:

Reportable segment revenue

Elimination of inter-segment revenue

Consolidated revenue

—E—-NF

2014
AR®T T
RMB’000

1,446,217
(325,090)

1,121,127

—z-=%
2013
ARBF 7
RMB'000

1,633,842
(438,664)

1,195,178
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Reportable segment profit

Rental income

Revaluation gain on investment properties

Finance costs

Fair value gain/(loss) on derivative
financial instruments

Corporate unallocated income

Corporate unallocated expenses

Share of loss of a joint venture

Elimination of inter-segment profit

Consolidated profit before income tax

Reportable segment assets
Interests in a joint venture
Amount due from a joint venture
Prepaid land lease payments
Investment properties

Deferred tax assets

Finance lease receivable

Bank and cash balances

Property, plant and equipment
Other corporate assets

Consolidated total assets

Reportable segment liabilities
Bank borrowings

Deferred income

Deferred tax liabilities

Current tax liabilities

Derivative financial instruments
Other corporate liabilities

Consolidated total liabilities

KRB TER B AR TIANDE CHEMICAL HOLDINGS LIMITED

—E-mE
2014
ARET
RMB’000

355,782

785

310
(627)

2,110

6,725
(37,500)
(5,034)
(109,903)

212,648

—E-mE
2014
ARMT
RMB’000

862,190
40,104
37,543
52,708
14,510

1,250
15,007
62,942

132,940

11,788

1,230,982

—E—NF

2014
AR®¥T T
RMB’000

65,927
30,571

5,000

3,138
18,945
10,486
42,498

176,565

—ET—=F
2013
AR®EF T
RMB’000

489,321

861

1,170
(5,643)

(5,606)
768
(48,805)
(2,690)
(170,247)

259,129

—F—=F
2013
AREF T
RMB’000

764,088
45,824
522
54,001
14,200
1,488
16,939
49,551
144,807
14,045

1,105,465

—E—=4F
2013
AREF T
RMB’000

67,954
33,297

3,008
13,352
12,596
45,176

175,383
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The Group's revenue from external customers are divided into the
following geographical areas:

—E—mF —E—=F

2014 2013

AR®F T ARBTF T

RMB’000 RMB’000

R (i) The PRC (domicile) 912,332 1,030,147
EH United States of America 67,662 40,255
ENE India 29,796 28,423
=0 Taiwan 26,399 17,736
E R Ireland 14,922 13,525
H At Others 70,016 65,092
1,121,127 1,195,178

BEPZWEEIDIAEmAERAEE- B
RAREDIERBDEEERUNTE  WES
BIWEE D ZERBDEE -

BHE_ZT-—MNF+_A=+—HIFE I
BE -RFFPHAEEKRENI0%HIAL (=
T-=F:H|)o

BHE-_Z—=F+_-_A=t—HItEEZ
ETHBERNLEBHFTEETDE - B
[FERARtITHEER] R EMIAER] D
AREBIL DD RIER BHE T —OF
TZA=+—HLEFE AERERS LT
HEBRBMENRNBEREENES:
[FERABREIEER] REMIER]B
SEMEL A TEMETER ] Mo BAE
RoBEFEOHAEETHE-

The geographical location of customers is based on the location
at which the goods are delivered. No geographical location of
the non-current assets is presented as the substantial non-current
assets are physically based in the PRC.

There was no single customer who contributed to 10% or more
of the Group’s revenue for the year ended 31 December 2014
(2013: Nil).

Certain comparative figures in the segment information for the
year ended 31 December 2013 have been reclassified. Previously,
the segments of “fine petrochemical products” and “other by-
products” were reported as the two separate segments. For the
year ended 31 December 2014, they were reported under the
new segment of “other chemical products” as a result of the
change in information reported internally for the purposes of
resources allocation and assessment of business performance.
Comparative figures have been reclassified accordingly.

—Z—FF#H ANNUAL REPORT 2014



&

EX

—E—NF+=F=+—HIEFE For the year ended 31 December 2014

AEEZ T EXBC AN FE30WE - MAE
BEXBRAEEBZBA - AEBFRNZ
TEXHBBRAREMBPACHERAT

X
HERELEYM R
H TN HEm
HEREEM
HERLEK
H T fn
HE R TEM

Hfl g A
HEWE BE K
REE W
BT 8 B
RITHB WA
GRS ON
MBHEERNEWA
EFE W AR (BT EE27)
e WA
B 35 Wy a5
FIEMA

UTEEBEZMEAX

REFRAEHEEL
RITHEHK
BT

DB RBTER(BEHERERER
ERZEHER) RER
BEH BB A - B2 —_ZT—WNE+-A
—t+—BLEFE HBERBEREEKRZ
RITERZHE A ARK349,0000T ( =&
—=4: AR¥1,841,0007T ) °

175 =% PR 81 TR TE 48 X

Turnover
Sales of cyanide and its derivative products

Sales of alcohol products
Sales of chloroacetic acid and
its derivative products
Sales of other chemical products

Other income
Gain on disposals of property,

plant and equipment
Government grants
Bank interest income
Interest income from a joint venture
Interest income from finance lease
Release of deferred income (note 27)
Rental income
Exchange gain, net
Sundry Income

Interest charges on:

Bank borrowings wholly repayable
within five years

Discounted bills

RMB1,841,000).

KRB T1ER B AR TIANDE CHEMICAL HOLDINGS LIMITED

—E—-NF

2014
ARBT R
RMB’000

994,200
74,787

33,089
19,051

1,121,127

1,998
3,421
214
146
1,098
2,740
785
1,240
752

12,394

—Z—MF

2014
ARET T
RMB’000

627

627

The Group's principal activities are disclosed in note 30. Turnover
of the Group is the revenue from these activities. Revenue from
the Group’s principal activities and other income recognised
during the year are as follows:

—E—=%F
2013
AR®EF T
RMB’000

1,036,127
71,923

16,244
70,884

1,195,178

271
127

204
2,740
861
245

4,457

—E—=F
2013
AR®EF T
RMB’000

3,860
1,783

5,643

The analysis shows the finance costs of bank borrowings,
including term loans which contain a repayment on demand
clause, in accordance with the agreed scheduled repayments
dates set out in the loan agreements. For the year ended 31
December 2014, the interest on bank borrowings which contain
a repayment on demand clause amounted to RMB349,000 (2013:
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Profit before income tax is arrived
at after charging/(crediting):

Directors’ remuneration (note 11(a))

— Fees

— Salaries, discretionary bonus and other benefits
— Retirement benefit scheme contributions

Other staff costs
Retirement benefit scheme contributions

Total staff costs

Auditors’ remuneration
Amortisation of prepaid land lease payments
Cost of inventories recognised as an expense
(note i), including
— Write-down of inventories to
net realisable value
— Reversal of write-down of inventories to
net realisable value
Depreciation on property, plant and equipment
Exchange (gain)/loss, net
Minimum lease payments under operating leases
in respect of leasehold land and buildings
Rental income less outgoings
Direct operating expenses arising from investment
properties that generated rental income
Research costs (note ii)

Notes:

—E—mE —T—=FF
2014 2013
AR T T ARBEF T
RMB’000 RMB’000
301 301
3,649 3,684

96 88

4,046 4,073
67,097 62,108
4,655 3,880
75,798 70,061
561 564
1,293 1,293
824,918 839,605
= 42
(4) (209)
64,439 54,498
(1,240) 2,348
535 575
(779) (854)

6 7

16,736 12,251

(i)

ERRAAIHNGTFERABEARKE (i)
61,956,000 (ZE —=F: ARK
52,113,000C) 2 BN ERI R AR
56,417,000 (ZE—=4F: ARK
53,831,0007T) 2 HHEE TAKA - B S5
MEFALEXSTHEENHBERSES -

FEMREBEARE4 00T (ZT—=
F: AR¥209,000t) EBEE REEE
BEEZMEERE-_ZS—HNELDH-

Tk A8 1E A R#403,0000T (ZF2—= (i)
& AR®231,000) 2 HHBEERS X
AR¥6,047,000T (ZE—=F: AR
1,279,00070) 2 fHEEE TR AN - B & 58
NEBRRELEXSTEENHBEESRE

Wo

Cost of inventories recognised as an expense includes
RMB61,956,000 (2013: RMB52,113,000) relating to depreciation
expenses and RMB56,417,000 (2013: RMB53,831,000) relating to
staff costs. These amounts are also included in the respective total
amounts disclosed separately above.

The write-down of inventories of RMB4,000 (2013: RMB209,000)
was reversed as the market price of these inventories increased in
2014.

Research costs include RMB403,000 (2013: RMB231,000)
relating to depreciation expenses and RMB6,047,000 (2013:
RMB1,279,000) relating to staff costs. These amounts are also
included in the respective total amounts disclosed separately
above.
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Current tax — PRC Enterprise Income Tax
— Tax for the year

— Under-provision in prior year

— PRC dividend withholding tax

Deferred tax (note 19)

Income tax expense

—E-mE

2014
ARMT 7
RMB’000

54,417

3,358

57,775
368

58,143

—FT—=F
2013
AR®ET T
RMB’000

71,989
197

72,186
(1,143)

71,043

The reconciliation between the income tax expense and the profit

before income tax multiplied by the PRC enterprise income tax

rate is as follows:

Profit before income tax

Tax at PRC enterprise income tax rate of 25%
(2013: 25%)

Tax effect of non-deductible expenses
PRC dividend withholding tax
Under-provision in prior year

Others

Income tax expense

KRB T1ER B AR TIANDE CHEMICAL HOLDINGS LIMITED

—E—-NF

2014
AR®¥T T
RMB’000

212,648

53,162
2,461
3,358

(838)

58,143

—E—=%F
2013
AREF T
RMB’'000

259,129

64,783
3,902

197
2,161

71,043

No provision for Hong Kong Profits Tax has been made as the
Group’s income neither arises in nor is derived from Hong Kong.
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KRRl BEAEBRBLMEEZMNAAR
¥ 154,505,000 (ZE—=F: AR
#188,086,0007T) * HH & A A R #&
30,718,000t (ZE—=F : [FEARK
6,480,0007T) B fE AR & 2 B 7% ¥ 3k R 7]
E.Eo

g

—MF+= A =+—H1EFE For the year ended 31 December 2014

The subsidiaries established in the PRC are subject to the PRC
Enterprise Income Tax at the rate of 25% for 2014 (2013: 25%).

Pursuant to the PRC Corporate Income Tax Law and its related
regulations, non-PRC-resident enterprises are levied withholding
tax at 10% (unless reduced by tax treaties/arrangements) on
dividends receivable from PRC enterprises for profits earned since
1 January 2008. The Group has adopted the 10% withholding
tax rate for PRC withholding tax purposes during the year ended
31 December 2014.

A government grant obtained by Weifang Binhai Petro-Chem Co.,
Ltd. (“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.

A government grant obtained by Weifang Parasia Chem Co., Ltd
(“Weifang Parasia”) for subsidising the construction of production
lines which was recognised as a deferred income in 2014. As the
construction has not yet completed as at 31 December 2014, no
deferred income commenced to release to profit or loss over the
useful lives of the relevant assets. The whole income is taxable
when Weifang Parasia received the government grant in 2014.

Of the consolidated profit attributable to owners of the Company
of RMB154,505,000 (2013: RMB188,086,000), a profit of
RMB30,718,000 (2013: a loss of RMB6,480,000) has been dealt
with in the financial statements of the Company.
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EfNfSENTFTENEE 2SO T The emoluments paid or payables to each Director were as
follows:
BRINEF
STEIHR
Retirement
Hit g7l ML benefit
ne e Other Discretionary scheme &t
Fees Salaries benefits bonus contributions Total

ARBTRE ARBTR AR®TR AR®TR AR®TR AR®ET:R
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

—B-mE 2014
HTES Executive Directors
e Liu Hongliang - 990 23 80 24 1,117
FFI Wang Zijiang - 759 23 70 24 876
#7H Guo Xitian - 759 23 70 24 876
PEK Guo Yucheng - 759 23 70 24 876
BUFHTES Independent

non-executive Directors
2HRE Leung Kam Wan m - = = = m
=SB Gao Baoyu 95 - - - - 95
B Liu Chenguang 95 - - - - 95
—E-NESH Total for 2014 301 3,267 92 290 96 4,046
—E-=§ 2013
HTES Executive Directors
2= Liu Hongliang - 945 17 142 2 1,126
IFI Wang Zijiang - 720 17 123 2 882
HEH Guo Xitian - 720 17 123 22 882
BER Guo Yucheng - 720 17 123 2 882
BUFHTES Independent

non-executive Directors
2HRE Leung Kam Wan 111 - = = = 111
=2EE Gao Baoyu 95 - S = - 95
£l Liu Chenguang 95 - - - - 95
—E-ZE4H Total for 2013 301 3,105 68 511 88 4,073
FRN-AEEWEAEMNESNE No emoluments were paid by the Group to any Directors
A& - 1ERMAZRE B 2 52 E) sk Bt as an inducement to join or upon joining the Group or as
BEE(ZE—=F:8)- compensation for loss of office during the year (2013: Nil).
A AR LB Rl = W There are no arrangements under which a Director waived
EdRENECANE (T —= or agreed to waive any emoluments for the year (2013: Nil).
Fom)o

KRB T1ER B AR TIANDE CHEMICAL HOLDINGS LIMITED
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FRN EAKEZEMEsERAL The five individuals whose emoluments were the highest
BEh =2 (ZE—=F - =%)AE in the Group during the year included three (2013: three)
F HMe o BE RER Lo Directors whose emoluments are reflected in the analysis
P FRARMNESBME (ZT—=F: presented above. The emoluments payable to the remaining

ME)ALZBEmT

ERF & RORRE
BARAEFIFT BN

MeBRATEHE:

B < &5 [
1,000,001 &
1,500,0005% JT

two (2013: two) individuals during the year are as follows:

—E—-NF —E—=F

2014 2013

AR® Tt ARETIT

RMB’000 RMB'000

Basic salaries and allowances 1,832 1,798
Retirement benefit scheme contributions 38 33
1,870 1,831

The emoluments were within the following bands:

A
Number of Individuals
—EF-mF —F—=
2014 2013
Emolument bands
HK$1,000,001 to HK$1,500,000
2 2
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R R B R
TR E BRASE
==

— =

4. 5%

—E-mE
2014
AR®T
RMB’000

Proposed final dividend of 4.5 HK cents
(2013: 4.5 HK cents) per ordinary share

RIFEABEERKMN Z KRB/ EL
AERANBERHZEE HEX
MAHE -_ZT—NFEF+-_A=1+—H

FFEEZREEMDE -

BEMHRER 2
NEARR B TR
T AR4. 5L
—EF-=fF:
3.871l)

30,610

—E—=F
2013
AREF T
RMB’000

30,342

The final dividend proposed after the reporting date have
not been recognised as a liability at the reporting date, but
reflected as an appropriation of retained profits for the year

ended 31 December 2014.

—E—NF
2014
AR®T
RMB’000

Final dividend in respect of the previous financial
year, of 4.5 HK cents (2013: 3.8 HK cents)

per ordinary share

30,342

KRB T1ER B AR TIANDE CHEMICAL HOLDINGS LIMITED

—E—=4F
2013
AREFTT
RMB’000

25,750



HZE
PIN/N 7%&ﬁA$451HX%$&T§&T§Ef'J
BEBEATEIBFE
FERF Profit for the year

—MF+= A =+—H1EFE For the year ended 31 December 2014

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

— ik —F—=F
2014 2013
ARBTR ARBTT
RMB’000 RMB’000
154,505 188,086

Number of ordinary shares

EBEREE

—E-MmF —E-=F

2014 2013

F & F A%

‘000 ‘000

SAEEREARNREERF 2 Weighted average number of
T AR N T 1 E ordinary shares for the purpose of

basic and diluted earnings per share 846,878 846,878

HE-_Z-—NF+_A=+—HIEFEZ
tﬂxg$&}$*§%ﬁ‘umﬁ$ﬁz}& A A
JE {5 5% A A R #154,505,000T ( —F—=
& AR¥188,086,0007T) R FRNE BHITE
Lﬂﬁﬂﬁﬁqﬁﬁ%@468780omh(__i‘*i
F : 846,878,0000% ) it &

HE_Z—NFEE=ZT—=F+=_A=1+—
H Jtiﬁlﬁfffj/a E%fﬁ% PR °

The calculation of basic and diluted earnings per share for
the year ended 31 December 2014 was based on the profit
attributable to owners of the Company of RMB154,505,000
(2013: RMB188,086,000) and on the weighted average of
846,878,000 (2013: 846,878,000) ordinary shares in issue during
the year.

There were no dilutive potential ordinary shares for the years
ended 31 December 2014 and 2013.

—Z—MFFH ANNUAL REPORT 2014
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F58 AR
Group Company

B EEEE

R#fE
HENEEE BERER RE Furniture, ERIR BAERE
| &3 Leasehold Plant and Motor  fixturesand  Construction At Office
Buildings improvements machinery vehicles equipment in progress Total equipment
AR¥TR AR¥TR ARBTR AR¥TR AR¥TRT ARETR AR¥TR ARBTR

RMB'000 RMB'000 RMB’000 RMB'000 RMB'000 RMB’000 RMB'000 RMB'000

W-Z-=%-5-A As at 1 January 2013
AR Cost 134,383 35 515,569 2,742 2,035 44,847 699,611 39
ZRNERAEER Accumulated depreciation and

impairment loss (30,782) (35 (193,597) (1,066) (869) - (226,349) (31)
RERE Net carrying amount 103,601 321,972 1,676 1,166 44,847 473,262
REFE Net carrying amount

AZF-=5-f-8 As at 1 January 2013 103,601 321,972 1,676 1,166 44,847 473,262

2 Additions 41,966 7,675 - 438 85,909 135,988
HE Disposals (17,465) - (18) - - (17,483)
bk Depreciation (7,356) (46,369) (381) (392) - (54,498)
L3 Transfer 23,331 62,339 - 22 (85,692) -
R-®-Z#+f=t-A  Asat31December2013 144077 345617 1277 1234 45,064 537,269
R=B-=f+-A=t-H As at 31 December 2013
KA Cost 181,588 585,604 2,565 2,249 45,064 817,105
ZRINERAERHE Accumulated depreciation and

impairment loss (37,511) (239,987) (1,288) (1,015) - (279,836)
RETE Net carrying amount 144,077 345,617 1,277 1,234 45,064 537,269
RERE Net carrying amount
R-Z-RNE—A—H As at 1 January 2014 144,077 345,617 1,277 1,234 45,064 537,269
b= Additions 11,129 15,732 - 1,088 51,981 79,930
He Disposals (644) = (1)} - - (646)
ik Depreciation (9,940) (53,453) (390) (656) - (64,439)
L Transfer 18,804 12,125 - 2 (30,951) -
R=%-ME+=A=f-B  Asat31 December 2014 163426 320,021 85 1,688 6609 552114
RZB-BE+=A=t-A As at 31 December 2014
AR Cost 210,318 613,461 2,524 3,294 66,094 895,726
ZENELAERE Accumulated depreciation and

impairment loss (46,892) (35) (293,440) (1,639) (1,606) - (343,612) (35)
REFE Net carrying amount 163,426 - 320,021 885 1,688 66,094 552,114 8

AEBZBFURZPHBAOFE 2+
MHE L

The Group’s buildings are situated on leasehold lands under
medium-term in the PRC.

KRB TER B AR TIANDE CHEMICAL HOLDINGS LIMITED
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=ik —F=F

2014 2013

AR® T ARBET T

RMB’000 RMB'000

Kn—H—H At 1 January 54,001 55,294

A £+ + 1 70 & FROB 8 Amortisation of prepaid land lease payments (1,293) (1,293)

R+=—A=+—AH At 31 December 52,708 54,001
BNERER > (B RIEfETE B Current portion (included in prepayments and

K H b fE kIR ) other receivables) (1,293) (1,293)

JEBNEAER & Non-current portion 51,415 52,708

AEBZBENLBEERELRBEZH
HHEERHA-

R-ZE—NMFE+_-_A=+—8B K&EEI
EIREIELSMSRITHMERERZERZ
BENITHEAERE(ZE—=F: AR
29,566,00070) (HfzE26) o

FEMBHRRPERECZSHHAMT

The Group's prepaid land lease payments are held under medium-
term in the PRC.

None of the Group’s prepaid land lease payments were pledged
as securities for the Group's banking facilities and borrowings as
at 31 December 2014 (2013: RMB29,566,000) (note 26).

Changes to the carrying amounts presented in the consolidated
statement of financial position can be summarised as follows:

—ZE—-mEF —T—=%F

2014 2013

AR¥T T ARBFTT

RMB’'000 RMB'000

Mm—H—8 At 1 January 14,200 13,030
KEYFEMIEE Revaluation gain on investment properties 310 1,170
Rt+—_A=+—H At 31 December 14,510 14,200

BREMER-_T—=FR-FT—NF+=
A=1+—B @B %R &7 XH T
ERRAR AR (BALHFEZVLERE
UMmEZER)ETER ERBEEED
FREBRMER -

REBZREMEUNEPREERE 2
hEEE -

Investment properties were revalued as at 31 December 2013 and
2014 by RHL Appraisal Limited, an independent firm of chartered
surveyors, who has the recent experience in the location and
category of property being valued. The revaluation gain was
recognised in profit or loss for the year.

The Group's investment properties are situated on leasehold lands
under medium-term in the PRC.

—Z—MFFH ANNUAL REPORT 2014
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PIEREMENDABERE=ZFAFNNER
EAREAE-RBEE_FT-—HFE+_A
ST HLEFE UERNE —HHIESE -
ARz FNER 2 BBAREHE=R
Al e

KREMEZAREDREBERRIAEE
HBURMERE - ML BREERA LB mE 2
BT BEAN R HE BEEMUE

ZA LB MEBET O

IR =L PNEE il

MEREZ 9% ZE21%
wmiE (Frag)

REMEBRSDBRITENFLE (BEX
MRERCME CBRRUE) BEBHEE
BedBEZRAAE:

AT Pl B -

tamENRAREFERERNES N&KE
ERAMRE X NMEREEERERBR -

The fair value of all the investment properties is a Level 3
recurring fair value measurement. During the year ended 31
December 2014, there were no transfers between Level 1 and
Level 2, and no transfers into or out of Level 3.

The fair value of investment properties is determined using direct
comparison approach based on the principle of substitution,
where the comparison is made based on asking prices of
comparable properties. Comparable properties of similar size,
scale, nature, character and location are analysed.

Unobservable input(s): Range

Premium (discount) on -9% to 21%
characteristic of the properties

Higher premium or discount for the characteristic (including size,
scale, nature, character and location) of the investment properties
will result in correspondingly higher or lower fair value.

There were no changes to the valuation techniques during the
year.

The fair value measurement is based on the above properties’
highest and best use, which does not differ from their actual use.

KRB TER B AR TIANDE CHEMICAL HOLDINGS LIMITED
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—ZE-mf —E—=F

2014 2013

AR®T T ARBETTT

RMB’000 RMB'000

BB EEE Share of net assets 40,781 45,824
MEE R RIHEEMM Unrealised profit on goods sold to

REH & F a joint venture (677) =

40,104 45,824

WoZ-—mE+=A=+—0 FEEAE
AR ZEEMT -

TMARYL/

RIREELH

Place of incorporation/
£ establishment and
Name business
ERREERERAF B

([EeRE])
Dekel Investment Holdings Limited Hong Kong
(“Dekel Investment”)

RS RN HBRAR HE NEEERE
(sl ) (MMEBELE])

Weifang Dekel Innovative The PRC, wholly owned
Materials Co., Ltd foreign enterprise
(“Weifang Dekel”) (“WOFE”)

RIB——FA=+tH ARAESGER
HRITCEMBEUNLESRE BER
BRENR_-_Z——FXXA_BRHPELUR
BRI —RINEBEDLE - B
=MD TERNEIRERBEMNE ERH
ERBIZAEREBER EBEFEAE
B A E e TR RS -

Particulars of the joint venture of the Group as at 31 December
2014 are as follows:

BRTEE/
ERER
RA&2ZHEE
Nominal value of
issued ordinary/ RAREGEZEZEDL

paid-up registered Percentage of equity TEXR
share capital  attributable to the Company Principal activities
E& Gk
Direct Indirect
1007T 55% - REER
HK$100 55% - Investment holding
14,051,190 T = 55% MHE BEREE-—BIX
QESAD AR C2ER
United States Dollars - 55%  Research and development,
(“US$”)14,051,190 manufacture and sales

of a type of specialty
chemical for industrial use

On 30 June 2011, the Company entered into the JV Agreement
with the JV Partner to form Dekel Investment, which then
established a WOFE, Weifang Dekel in Weifang City, Shandong
Province, the PRC on 2 June 2012. The principal activity of
Weifang Dekel is to engage in the research and development,
manufacture and sales of a type of specialty chemical for
industrial use, which is in line with the Group’s strategy to
expand its chemical business.

—Z—MFFH ANNUAL REPORT 2014
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BRRHRTE AREREZEEMEERT
ZABENERN ERAELENEERER
MEERFNERET AZTERREFRE
KGR ME - REBBMBHREEE

M3 AERFCHBREBLERR XKRA

RERFT ARA M IBIREK -

~

Rt=ZRA=+—H
FnRBEE
MBEE
mEBAE
FRBEE

Pl EaRE:

ReMAEEEEAHR

nBERAE (TERESE
1 B B EL A B A 5RO )
FnBemAE (TEEE MW
F& A 30T e B4 )

BE+t-A=1t—BLFE
YA

FEBR

H 2 H W

EHE AR

Pl EaRE:
e R
B A
MBFX
FriSHiE %

RZZE—WFE+=—A=+—H

AEEZzAZRAANHMBEERBZET M

The contractual arrangement provides the Group with only
the rights to the net assets of the joint arrangement, with the
rights to the assets and obligation for the liabilities of the joint
arrangement resting primarily with Dekel Investment and Weifang
Dekel. Under HKFRS 11, this joint arrangement is classified as a

joint venture and has been included in the consolidated financial
statements using the equity method.

venture is set out below:

EAARBE(ZZE—=ZF:8) - 2014 (2013: Nil).

R TER B AR TIANDE CHEMICAL HOLDINGS LIMITED

Summarised financial information in respect of the Group’s joint

—ZE-mfF —E—=F
2014 2013
AR T T ARBET T
RMB’'000 RMB’000
As at 31 December
Non-current assets 95,530 62,253
Current assets 63,465 42,266
Current liabilities 70,638 5118
Non-current liabilities 14,210 16,085
Included in the above amounts are:
Cash and cash equivalents 40,621 36,721
Current financial liabilities (excluding trade and
other payables) 63,198 1,376
Non-current financial liabilities (excluding other
payable and provision) 14,210 16,085
Year ended 31 December
Revenue 1,108 —
Loss for the year (9,153) (4,891)
Other comprehensive income (16) 4
Total comprehensive income (9,169) (4,887)
Included in the above amounts are:
Depreciation and amortisation 3,025 348
Interest income 47 39
Interest expense 1,367 205
Income tax credit 2,666 1,588
X —VNCIKi The joint venture had no contingent liabilities as at 31 December
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The Group’s share of the joint venture’s capital commitments at
the reporting date is as follows:

—E—-E —F—=F
2014 2013
AR®ETR ARBETTT
RMB’'000 RMB’000
ERIRERBEHE2ME Contracted but not provided for acquisition of
WEREBE 2 HWESE Property, plant and equipment 2,929 7,011

R_E—NFER=_T— :¢+—H_+—
B BR—XRELEAAZELAERE 28
RIREREE ﬁﬁA““ BHABREREE
RAR#28,109,000 (Z T —=F 1 &)
/,\u+/%\&)5<\ E'EWL\ R /\9|\°

As at 31 December 2014 and 2013, the amount due from a joint
venture was unsecured, interest free and repayable on demand,
except for the shareholder’s loan to a joint venture amounted to
RMB28,109,000 (2013: Nil) with interest-bearing and repayable
within one year.

—F-0F =F—=
2014 2013
AR¥ T AR®ET T
RMB’000 RMB’000
JFELEMERE KA Unlisted investment, at cost 48,416 48,416

R-F-—ME+-_A=1+—8 EBR—R&
LRBFESELR FERAR—FRE
B(ZE—=F:8)-

IERED Non-current
mE Current

AEEETEFERYKEELRATEER
Ale-MEHEENUARETE FHHEERN
HAPR A204F -

As at 31 December 2014, the amount due from a joint venture
was unsecured, interest-bearing and repayable within one year
(2013: Nil).

—E-mF —T-=F
2014 2013
AR®BTR ARBETIT
RMB’000 RMB’000
14,210 16,085
797 854
15,007 16,939

Certain of the Group's buildings are leased out under finance
leases to the joint venture. The lease is denominated in RMB. The
term of finance lease entered into is 20 years.

—Z—MFF#H ANNUAL REPORT 2014
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NER—F Not later than one year
BA—FEREBATE  Later than one year and
not later than five years

iz ik Later than five years

SR A BRER B A IS Less: unearned finance income

JEW KA EZIERIRE  Present value of minimum lease

payments receivable

RIZB-—NFE+-A=+—08 REHKHE
EMHENEENERERGKEEMGL
BEE( T =F:8)

R-ZE—ME+-_A=+—H HEZH
R RBEMNE EF20% ( T —=4:
20% ) KEBIAIE (HEAETEHR ) 5tE -
FR-FHEBRENERI2% (ZE—=
F:72%) ¢

AEEANSEABRNLBERBENENR
THEXBHREEET -

BREAERENRE
REHERE Present value of

Minimum lease payments minimum lease payments
—E-NE —T—=F —E-mF —E—=F
2014 2013 2014 2013
ARETR ARETT ARETR AREFTT
RMB'000 RMB'000 RMB'000 RMB'000
1,851 2,046 797 854
6,831 7,567 3,187 3,416
16,545 19,472 11,023 12,669
25,227 29,085 15,007 16,939
(10,220) (12,146)  TEMA N/A TNEA NA
15,007 16,939 15,007 16,939

Unguaranteed residual values of assets leased under finance lease
as at 31 December 2014 are estimated at no value (2013: Nil).

As at 31 December 2014, the interest rate in the lease is
calculated by prime interest rate increased by 20% (2013: 20%)
as floating rate which is subject to the periodic review. The
average effective interest rate is 7.2% (2013: 7.2%) per annum
during the year.

The Group is not permitted to sell or pledge the leased building in
the absence of default by the lessee.

KRB TER B AR TIANDE CHEMICAL HOLDINGS LIMITED
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The following is the major deferred tax assets/(liabilities)
recognised by the Group:

REWME EEWA
BHEE  Investment Deferred &t
Tax losses properties income Total
AR®T R ARET R ARET R ARET R
RMB’000 RMB’000 RMB’000 RMB’000
R-ZE—=%F—HA—H At 1January 2013 = (2,663) = (2,663)
stABE (BB2EIB) Credit/(Charge) to profit or loss
(FEE9) (note 9) 1,488 (345) - 1,143
R-E—= At 31 December 2013 and
+ZA=+—AHk 1 January 2014
—E-lmE—-H—H 1,488 (3,008) - (1,520)
st A2/ (BIEZME) (Charge)/Credit to profit or loss
(P=E9) (note 9) (1,488) (130) 1,250 (368)
AZT—F At 31 December 2014
—A=+—H - (3,138) 1,250 (1,888)

AT R ELAR B B 5 IR 0L 5K P 1E 2 3B FE A% IR
RERD

The following is the analysis of the deferred tax balances for the
consolidated statement of financial position purposes:

—2-mF —T=F

2014 2013

AR®T T ARBEFIT

RMB’000 RMB’000

BRI IEE E Deferred tax assets 1,250 1,488
LR IBEE Deferred tax liabilities (3,138) (3,008)
(1,888) (1,520)

RiREBH ASEHEA IR YERERR
AR #5,330,000c (ZZE—=F: AR®
7,643,0007T ) LA S5 18 205 F) - A 52 5 MY
BARHA AR ER =5 ERAOEF
S B] TEORI - i A BE A R #65,330,0007T
—T—=F: AR#¥7,643,00070) FERIE
ERTEEE

At the reporting date, the Group has deductible temporary
differences of RMB5,330,000 (2013: RMB7,643,000) for offset
against future profits. No deferred tax asset has been recognised
in respect of RMB5,330,000 (2013: RMB7,643,000) due to the
unpredictability of future profit streams of these subsidiaries
which have such deductible temporary differences.

—Z—MFFH ANNUAL REPORT 2014
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AR AR B I AR B B P T B A R AR
BIRE - BEA] BRI K A BE (Bl 8 By
EF BN ARENREREEHBEE
A ARS0,699,000c (ZE—=F: AR
#567,890,0007T ) + i T8 0 %% 18 78 5k 52 E MY
BRAER-_ZTZEN\F—A—BENKRELE
Fm@Em-R=E—WF+=_A=+—8"
ZEAREL BT EF A ARS06,985,000
T (ZZE—=%: AR®678,903,0007T) °

R AR Raw materials
H KSR Work in progress
B & Finished goods
2 5 rEIER Trade receivables
JE U = 15 Bills receivable

AEEGRTESREPZEER —RNTF—
BRAEREA(ZZE—=F:N"F—EAE
NER) T E - RREBE BT B ZRITEA
RERE RMERS B8 BRERZREK
BRANEANRN - BUEFHEAT 2 &S
EERE - AEBEE N H EURRE R M
BRREZES - BEEESTERRIEHMRK-

—E—WF+=F=+—HIEFE For the year ended 31 December 2014

Deferred tax liabilities of RMB80,699,000 (2013: RMB67,890,000)
have not been established for the withholding tax that would be
payable on the unremitted earnings of certain subsidiaries in the
PRC made after 1 January 2008 because the Company controls
the dividend policy of these subsidiaries and it is not probable
that the temporary differences will reverse in the foreseeable
future. Such unremitted earnings totalled RMB806,985,000 as at
31 December 2014 (2013: RMB678,903,000).

—E—MF —E—=F
2014 2013
ARBTR ARBETT
RMB’000 RMB’000
40,218 46,005
9,215 5,752
39,465 30,720
88,898 82,477
—E-ImEF T =%
2014 2013
AR®BT ARBTT
RMB’000 RMB'000
125,003 111,179
213,034 169,200
338,037 280,379

The Group grants a credit period normally ranging from one
month to six months to its trade customers (2013: ranging
from one month to six months). 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.
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RBEAD BHRUERBRERRER
BEIPTEZ R AT A0 T

0Z290H 0 to 90 days
91£180H 91 to 180 days
181&2365H 181 to 365 days
#R 38365 H Over 365 days

R-ZZE—NMEF+=-—A=+—H BEHENK
IR EWEE A ARY18,745,000T (=&
— =4 : AR¥13,360,0007T) 2 B@HE K
ERE -RRERY EBBEREREZ
B o RNE R EWREEZE A EZR
BT :

2iEE1E90H
2iEHI91E180H
2 iEHI1815E365H
BB #A365H

MN-ZE—mE+—-A=+—0 Z5EKE
N U ZE i A AR #319,292,0007T (=
—=%: AR#¥267,019,0007T) K@ -
INRIERE - 5% 5 E 5 W BR K B I SR ik e
ZERBTRAEEANEFER mMZERF
S SRR OERE

1 to 90 days past due
91 to 180 days past due 5,946
181 to 365 days past due 1,252
Over 365 days past due 12

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

—E-NF

2014
AR¥ TR
RMB’000

254,082
75,616
7,093
1,246

338,037

—E—=F
2013
AREEFTT
RMB’'000

206,678
70,032
3,630
39

280,379

As at 31 December 2014, trade and bills receivable of
RMB18,745,000 (2013: RMB13,360,000) were past due but not
impaired. The ageing analysis of these trade and bills receivable
that were past due as at the reporting date but not impaired,

based on the due date, is as follows:

—E-mF

2014
ARMTF 5
RMB’000

11,535

18,745

—T—=F
2013
AR®EF T
RMB’000

8,327
4,743
251
39

13,360

As at 31 December 2014, trade and bills receivable of
RMB319,292,000 (2013: RMB267,019,000) were neither past
due nor impaired. These related to a large number of diversified
customers for whom there was no recent history of default.
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ERHMERERECESBEIRES ZK
BTRAEEMNEFAR MxEEFEAK
B ERLHER T - REBAEHNEERLE
BEERREEERAUBESAEHAZLE
BRADGER 28R - At BAR A
REFFERERE AR ELELEBHER
EREZ B 5 BRI A T EHm-

.5 5 W B 8 M5B 0 2 R 1 A
WEHE -

AR
E

RMB
us$

RZZE—=F AEERSAEERRIED
BEE2HERENBEREER -FEEBHEAZE
HHBERT AEBEE NS BEE S X
FRIE - B € B W 2 8 T IR N T
4.69%%E7.35% 2 FRRFTEFE  HEIE
BAZN AL ALt AEBEGAEIRERE
BAZEEER AR ER -

ERAEERBIERKRERHEEENEAR
HoREBAMESR BEIXSEINFEEES
FHERIEIRANERR I EREMEEN
HE-RZZE—=F+=-A=+—8" 8
EAFEETSRKEE  AR%2,341,000
T2 EWERNEBEEEAEE 2 BEHRE
R -MIBXSERBE T ARITER
EEREKREERIHRAEEEN S mEE
SXMEABLELE R=_E—=F+=A
=St —H RAHHEMAREREERLS
BB IS M TE RGN IE B AR 2,341,000
oL BREBEERITERA (H5E26) °

n=
W -

Trade receivables that were past due but not impaired related to
a large number of diversified customers that had a good track
record of credit with the Group. Based on past credit record,
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 carrying amounts of the trade and bills receivable are
denominated in the following currencies:

—F-mF —F—=F
2014 2013
AR®T T ARBETT
RMB’000 RMB’000
297,076 245,321
40,961 35,058
338,037 280,379

In 2013, the Group discounted part of its bills receivable with full
recourse to financial institutions. In the event of default by the
debtors, the Group was 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 was
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 31 December 2013, bills
receivable of RMB2,341,000 continued to be recognised in the
Group's financial statements even though they had been legally
transferred to the financial institutions. The proceeds of the
discounting transactions were included in bank borrowings until
the bills receivable was expired or the Group settled any losses
suffered by the financial institutions. As at 31 December 2013,
the advances obtained from the financial institutions in respect
of the unexpired discounted bills receivables included in bank
borrowings amounted to RMB2,341,000 (note 26).

There was no discounted bills receivable as at 31 December 2014.

KRB TER B AR TIANDE CHEMICAL HOLDINGS LIMITED
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Advanced to the suppliers

Prepayments

Other receivables

Prepaid land lease payments
— current portion

Bank and cash balances
as stated in the statement of
financial position
Short-term deposits with
an original maturity of
more than three months

Cash and cash equivalents
for the presentation of
the statement of cash flows

rEE AN
Group Company
—E-NmE —T—= —E-mEF —ZE—=
2014 2013 2014 2013
AR¥T ARBFTT AR®T ARBTTT
RMB’'000 RMB’000 RMB'000 RMB’000
17,420 17,687 = _
5,509 1,832 188 184
784 782 82 81
1,293 1,293 - -
25,006 21,594 270 265
G2y DT
Group Company
—E-NFE —T-=F —B-NFE —T-=F
2014 2013 2014 2013
AR®T ARETT ARET R ARBETT
RMB'000 RMB'000 RMB'000 RMB'000
62,942 49,551 3,578 4,643
(15,500) = - _
47,442 49,551 3,578 4,643

REFEFIZ3I3% (ZE—=F  8&)NFEF
RERMA S WA E T REBEFERRE
] M BB B R T B EUHE

REBZRITRESEBAARBE
B ARMEAT 470,000 (ZTE—=F: AR
#533,414,0007T) o A R 5 & 1 B B -
JEIR R B 2 N B R K A B - 5 BE R A
P& & 18 48 T R o

Short-term deposits earn interest at rates of 3.3% (2013: Nil)
per annum and are eligible for immediate cancellation without
receiving any interest for the last deposit period.

The Group’'s bank and cash balances amounted to
RMB47,470,000 (2013: RMB33,414,000) were denominated in
RMB. Conversion of RMB into foreign currencies is subject to the
PRC’s Foreign Exchange Control Regulations and Administration
of Settlement, Sales and Payment of Foreign Exchange
Regulations.
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RITRBRSERZEEERATESE:

BT HK$
ETT us$
AR RMB

AEEREEEG T2 EEHNT30E365
H(ZZ—=%F: NF30&365H) - Ni{kE
HE EZEMNRIEEZAHMEZERRD
M

0Z290H 0 to 90 days
91&180H 91 to 180 days
181&2365H 181 to 365 days
fBi@365H Over 365 days

BHRNKRCERMERARBE AAR
BYUBREHY NEZENERNKEENSE
BIERE R SEMELE -

The carrying amounts of bank and cash balances are
denominated in the following currencies:

A%E AT
Group Company

—E-NEF —E-=F —E-NF —E—=F
2014 2013 2014 2013
AR¥TR ARETT ARBT R ARETTT
RMB'000 RMB'000 RMB'000 RMB'000
2,696 2,052 2,694 2,051
12,776 14,085 - 740
47,470 33,414 884 1,852
62,942 49,551 3,578 4,643

The Group was granted by its suppliers credit periods ranging
from 30 to 365 days (2013: 30 to 365 days). The ageing analysis
of trade payables as at the reporting date, based on the invoice
date, is as follows:

—E—E —E—=F
2014 2013
AR® TR AR¥ET T
RMB’000 RMB'000
15,150 22,491
320 1,503

269 868

263 210
16,002 25,072

The carrying amounts of trade payables are denominated in RMB.
All amounts are short term and hence the carrying values of trade
payables are considered to be a reasonable approximation of their
fair values.

KRB TER B AR TIANDE CHEMICAL HOLDINGS LIMITED
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(TERERERER
&%) (HEaEi)

R—FRNEZ ZRITER
(TBEREXES
f&5R) (BaEii)

BERMBE (M)

Payables for acquisition of property,

plant and equipment
Advanced from the customers

Accrued expenses

Wages and welfare payables

Other tax payables
Other payables

Deferred income — current portion

FEMEEMEERS £
Z0BERT  RITE

Current liabilities

rEH
Group
—E-mE —F—=

2014 2013
AR¥T ARBTT
RMB’000 RMB’000
31,301 34,938
11,354 6,616
5,861 6,709
6,086 6,319
5,813 3,610
21,557 16,675
3,240 2,740
85,212 77,607

Bank borrowings repayable
within one year and contain
a repayment on demand clause

(note i)

Bank borrowings repayable
within one year and do not
contain a repayment on

Bank borrowings repayable
within one year and do not
contain a repayment on

AEE

Group
—E-mF —E—=F
2014 2013
AR%STR ARBTT
RMB'000 RMB'000
30,571 -
demand clause (note i) - 13,956
demand clause (note ii) - 17,000
Asset-backed financing (note iii) - 2,341
30,571 33,297

—MHF+= A =+—H1EFE For the year ended 31 December 2014

ARF
Company

—EF-pmE  —F=
2014 2013
ARBTR AR¥ETTT
RMB’000 RMB'000
676 648
676 648

Based on the scheduled repayment dates set out in the loan
agreements and ignoring the effect of any repayment on demand
clause, the bank borrowings are repayable as follows:

AT
Company
—E-F —E—=fF

2014 2013
ARBTR ARET T
RMB’000 RMB'000
30,571 -
30,571 -
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B 5 -

(i) ZERTERBARTNFHHEQFE
fRe

(i)  HFRITERE: (WAKREOEMN LHBH
EFIBEERR (MRE15) ;)RR AR HF
BEfEARRARBDERER: RQER
T -MEREMEE-

(iy BEEMBEEEREXISTEESHRE
SH MARKXZINEBERTERNE
39 A A AR ILFERNRE BN B
BERBRERKERE (KMFE21) -

FraRTERNEEESUARE - ETK
BT E RHRITERZFHFEFNEN
F221%E6.72% (ZE—=4F :454% %
7.35% ) BUEAEBARZE S REFNER

45 o
ZoN

AEEZREWRARARFR L - (FREE
EERREERE A -

RERBAIEZDMN

Notes:

(i) These bank borrowings are guaranteed by the Company's

subsidiaries in the PRC.

(i) These bank borrowings were (1) secured by the Group's prepaid

land lease payments (note 15); (2) guaranteed by the Company’s

subsidiaries in the PRC and the Company’s Directors; and (3) fully

repaid by 2014.

(iii)  The asset-backed financing represented the amount of financing

obtained in factoring transactions which do not meet the

de-recognition requirements in HKAS 39. The corresponding

financial assets were included in bills receivable (note 21).

The carrying amounts of all bank borrowings are denominated
in RMB, US$ and HK$. Short-term bank borrowings are arranged
at floating interest rates ranged from 2.21% to 6.72% (2013:
4.54% to 7.35%) per annum exposing the Group to cash flow

interest rate risks.

The Group's deferred income represents the government grants
obtained for subsidising the construction of the production lines

and ancillary facilities.
Analysed for reporting purpose as:

—E-mE
2014
ARMET
RMB’000

mHAE (B e EERMN Current liabilities (included in accruals and

RTERREMMEFKIE)  other payables)
ERBEE Non-current liabilities

FR—F A8 ARE2,740,0000T (=&
—=4%: AR#2,740,0007T) WA BEEH
ol A FERR o

3,240
12,211

15,451

—ET—=F
2013
AR®EF T
RMB’000

2,740
10,451

13,191

During the year, an amount of RMB2,740,000 (2013:

RMB2,740,000) has been recognised in other income.

KRB TER B AR TIANDE CHEMICAL HOLDINGS LIMITED
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&8
Amount
RAEE
Number of FHET AR¥TR
shares HK$'000 RMB'000
ETE Authorised:
FREME0.01E T LB Ordinary shares of HK$0.01 each
RZE—=5—H—B8" As at 1 January 2013,
—E—=f+ZA=+—8" 31 December 2013,
—E-pmE-A—HkK 1 January 2014 and
—T-NE+-HA=+—H 31 December 2014 100,000,000,000 1,000,000
BERITRER Issued and fully paid:
FREE0.01E T E B Ordinary shares of HK$0.01 each
RZE—=5—H—B8" As at 1 January 2013,
—E-=F+ZA=+—8" 31 December 2013,
—ZE-mWE-A—-Ak 1 January 2014 and
—E-mE+=ZA=+—H 31 December 2014 846,878,000 8,468 7,786
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BHEIIR-

WZE-=F-R—
BRRE (M3120)

T ERRAERE
(B3E126))

FRER

EbzENE

s (M 329()

R

WZE-—=F+-A=1—-H
“T-ME-R-REH
£ (F312(0)
“E-MERRRERE
(MEE12@)

FEREF

A2 EKE

RZZ-WE+ZA=1—H
B

(a) M E

RERASHEERFE ARRARMD &
BRAZESARDIRTARBHEA

Balance at 1 January 2013

Dividend paid (note 12(b))

2013 proposed final dividend
(note 12(a))

Loss for the year

Other comprehensive income

Transfer (note 29(f))

Balance at 31 December 2013
and 1 January 2014

Dividend paid (note 12(b))

2014 proposed final dividend
(note 12(a))

Profit for the year

Other comprehensive income

Balance at 31 December 2014

A HEEBEED KRS BHE AR

AR B
M2 E®-

(b) %R

BAlFERERBEARER _ZTHNF
ETZEARMBBTERBARZE
BRAERRB BREZEHE QA
ZAREB D EERD

22 Il B T 31T
8-

BERBEEKBEDE
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The amounts of the Group’s reserves and the movements therein
are presented in the consolidated statement of changes in equity.

REE
Share
premium

ARETFT
RMB'000
(note a)

(ftita)

106,333

106,333

106,333

(a)

(b)

AHER s
BAEH EXfE
Merger Foreign
relief currency REEF RRRE

contributed  translation Retained Proposed L

surplus reserve profits dividend Total

ARBTT ARETT ARETT ARETr ARET:R

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
(note f) (note e)
(zEe) (Fizte)

111,137 (40,497) 18,954 25,750 221,677

- - - (25,750) (25,750)

- - (30,342) 30,342 -

= - (6,480) - (6,480)

- (4,811) - - (4,811)

(111,137) - 111,137 - -

- (45,308) 93,269 30,342 184,636

- - - (30,342) (30,342)

- - (30,610) 30,610 -

- - 30,718 - 30,718

- 3,539 - - 3,539

- (41,769) 93,377 30,610 188,551

Share premium

Under the Companies Law of the Cayman Islands, the
funds in the share premium account of the Company are
distributable to the owners of the Company provided that
immediately following the date on which the dividend
is proposed to be distributed, the Company will be in a
position to pay off its debt as they fall due in the ordinary
course of business.

Special reserve

Special reserve represents the difference between the paid
in capital of the PRC subsidiaries acquired pursuant to the
Group reorganisation in 2004 and the nominal value of
the Company’s shares issued in exchange for the control in
these subsidiaries.

KRB TER B AR TIANDE CHEMICAL HOLDINGS LIMITED
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(c)

(d)

(e)

U]

Surplus reserve fund

Articles of association of the Company’s subsidiaries
established in the PRC require the appropriation of certain
percentage of their profits after income tax each year to
the surplus reserve fund until the balance reaches 50%
of their registered capitals. In normal circumstances, the
surplus reserve fund shall only be used for making up losses,
capitalisation into registered capital and expansion of the
subsidiaries’ production and operation. For the capitalisation
of surplus reserve fund into registered capital, the remaining
amount of such reserve shall not be less than 25% of the
registered capital.

Public welfare fund

Pursuant to relevant regulations before the enactment of
Company Law of the PRC (revised in 2005) on 1 January
2006, the Company's subsidiaries established in the PRC
made allocation from their profits after income tax at the
rate of 5% to 10% to the public welfare fund. The public
welfare fund can only be utilised on capital nature items for
collective welfare of employees. The public welfare fund is
not distributable other than in liquidation.

Foreign currency translation reserve

The foreign currency translation reserve comprises all
foreign exchange differences arising from the translation of
the financial statements of foreign operations. The reserve
is dealt with in accordance with the accounting policies set
out in note 3(e).

Merger relief contributed surplus

Merger relief contributed surplus represents the difference
between the net assets value of the PRC subsidiaries
acquired pursuant to the Group reorganisation in 2004
and the nominal value of the Company’s shares issued
in exchange for the control in these subsidiaries. At 31
December 2013, the Directors considered that this reserve
was no longer needed and resolved that the total carrying
amount of this reserve be transferred to the retained profits
of the Company in accordance with article 137 of the
Company's articles of association.
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—EF-mF —F—=
2014 2013
AR AR
RMB RMB
JELETIRE @ KA Unlisted investments, at cost 3 3
RZE—NEFER T —=F+=_A=+— Particulars of the subsidiaries of the Group as at 31 December
H ASEHRBARZFFBET: 2014 and 2013 are as follows:
BRTEE/
BAER
B3 A RAZEE RERDG/ RER/
BIREEHH Nominal value of EERNEDL
Place of incorporation/ issued ordinary/ Percentage of
£18 establishment and paid-up registered ownership interests/ TEEK
Name operations share capital voting rights/profit share Principal activities
=k &
Direct Indirect
BERERERAF BB 187 100% - REHER
Great Growth Holdings Limited Hong Kong HK$1 Investment holding
BhRERERAF B BT 100% - REZK
Great Spirit Holdings Limited Hong Kong HK$1 Investment holding
BREERER AR £ 18T 100% - REER
Great Promise Holdings Limited Hong Kong HK$1 Investment holding
BEERERRA EBRIHE 268% T - 100% HEZR
Smartcham Holdings Limited The BVI Us$268 Investment holding
BRCEERRA RBRLHS 1,251% 7T - 100% REZKR
Smartpoint Enterprises Limited The BVI US$1,251 Investment holding
BEERERRA EBREHS 477ETT - 100% HEZR
Techsmart Holdings Limited The BVI us$477 Investment holding
HORECEERRA hE NEEELE 600,000 7T - 100% BHE SUERHERALTER
Weifang Common Chem Co., Ltd.  The PRC, WOFE US$600,000 Research and development,

manufacture and sales of
fine chemical products

KRB TER B AR TIANDE CHEMICAL HOLDINGS LIMITED
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Place of incorporation/

establishment and
operations
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BERITERE/
BAGER
BRAZEE
Nominal value of
issued ordinary/
paid-up registered
share capital

RERER/ RER/
EHEFED T
Percentage of
ownership interests/
voting rights/profit share

TERH

Principal activities

Shanghai Dehong Chemical The PRC, WOFE

Company Limited

EIHLICEERAF
Weifang Parasia Chem Co., Ltd

TR SERERE
The PRC, WOFE

RHRSRBEIARRR hESMEEERE
Weifang Binhai Petro-Chem Co., Ltd  The PRC, WOFE

P

i

ae
=]
=

ReBYEEF BBERE MIRERE

Al

RAFER SEEMHBARETERE

e

ARABRZZEZENFE+ A WA & RER
— IR E ([BRERTE])  5EE
BEMH S ASE s MK RIER TR 2
BFH BPEESR AEBEEMKE QRSB
ERNRICEEREE HEN XEFP KRR
FFEESEIHMEARNEE 2 BRI HNGHE
A BREFEE TS AFTANABE
HE - BETF o RIRBARERT B B H
B %40,000,00017 BB A% - B, T E 55 AR
A 3R BE & % 40,000,000 A& 15

RZBE—=FR_FE—NFF+_A=+—
B - 28w R ITIE 2 BE AR A o

H# M
Direct Indirect
AR H5,000,0007 - 100% W& EERDHEAEIER
RMB5,000,000 Research and development,
selling and distribution of
fine chemical products
5,200,000% 7T - 100% W& BERHERMIER
US$5,200,000 Research and development,
manufacture and sales of
fine chemical products
10,800,000 7T - 100% W% SERHERMIER
Us$10,800,000 Research and development,

manufacture and sales of
fine chemical products

The amounts due are unsecured, interest-free and repayable on
demand.

None of the subsidiaries had issued any debt securities at the end
of the year.

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. 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.

There was no outstanding share option as at 31 December 2013
and 2014.
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Pursuant to the JV Agreement entered between the Company
and the JV Partner, Dekel Investment was incorporated. Dekel
investment then established Weifang Dekel to engage in the
research and development, manufacture and sales of a type
of specialty chemical for industrial use. The Company and the
JV Partner are respectively granted call and put options which
entitled the Company to require the JV Partner to sell the 45%
JV Partner’s interest in Dekel Investment, and entitled the JV
Partner to require the Company to purchase the 45% JV Partner’s
interest in Dekel Investment. Either the call or put options will be
exercisable on the sixth anniversary upon the effective date (i.e.
23 February 2012), and subsequently for once every third year.
The exercise price for the call and put options was determined
in accordance with the terms and conditions contained in the JV
Agreement.

The financial asset/liability that may become receivable/payable
under the call/put option is initially recognised at fair value within
non-current assets/liabilities.

The call option asset and put option liability shall be re-
measured together at their fair values resulting from the change
in the expected performance of Dekel Investment at each
reporting date, with any resulting gain or loss recognised in the
consolidated income statement. In the event that the call/put
option lapses unexercised, the corresponding asset/liability will be
derecognised with a corresponding adjustment to equity.

The derivative financial instruments are stated at fair value by
using the Binomial Lattice Model, which has been measured as
described in note 37(v). As at 31 December 2014, the fair value
of derivative financial instruments under non-current liabilities
was RMB10,486,000 (2013: RMB12,596,000). Accordingly, fair
value gain of RMB2,110,000 (2013: a loss of RMB5,606,000) was
recognised in the consolidated income statement during the year.

KRB TER B AR TIANDE CHEMICAL HOLDINGS LIMITED
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REREBRH - RNEB o &RENT The Group’s commitments at the reporting date are as follows:
TEH b NN
Group Company
“E-mFE —T-= —E-mFE —T-=
2014 2013 2014 2013
AR®TR ARETT ARBT R ARETTT
RMB’000 RMB‘000 RMB’000 RMB'000
BRIKEREE Contracted but not provided for
M BERERE Property, plant and equipment 10,114 4,539 - =
A—KEENAEHE  Shareholder's loans to
R E R (HIE) a joint venture (note) 61,919 100,016 61,919 100,016
72,033 104,555 61,919 100,016
ERBEERTH Authorised but not contracted for
ME WEREE Property, plant and equipment 150,797 115,759 - =
222,830 220,314 61,919 100,016
MizE: REBEGEMEMRGREGEE KA Note: The Company agrees to make shareholder’s loans of
ARERAAAIMFEZESRASS% EURO11,880,000 to Dekel Investment in accordance with 55%
RERESKREEERREET 28R shareholding of the Company in Dekel Investment, which is subject
11,880,000BA L - B Z =T —NF+=A to the terms and conditions set out in the JV Agreement. For the
=+—RLEFE - AEBREANEREE year ended 31 December 2014, the Group made a shareholder’s
f& H B 3 & 5X3,575,000B T (VB AR loan of EURO3,575,000 (approximately RMB28,109,000) to
#528,109,0007T) c B It M =T — M F Dekel Investment. As at 31 December 2014, the Group is
TZA=T—RH REBAFRAESER committed to make the remaining balance of a shareholder’s
& EH B IR B 3 #RRE 58,305,000 T loan of EURO8,305,000 (approximately RMB61,919,000) to Dekel
(#9A AR¥61,919,0007T) ° Investment accordingly.
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N-EBE—NE+-_A=+—0  RETAH
e RE AEE HERRAERRE
BT

As at 31 December 2014, the Group had future aggregate
minimum lease receipts under non-cancellable operating leases as
follows:

—2-mF —T=F

2014 2013

AR® T ARBET T

RMB’000 RMB'000

—F 2N Within one year 633 802
REZEZFRFN In the second to fifth year inclusive

(BHEEEMRF) 822 1,293

hF 1% After fifth year 2,765 2,965

4,220 5,060

EAKENEERERNT BE@AT K
FHAE—E-TE TS BERER—REL
BEEMERES -

RZE-—NMER_TE—=FF+-_A=+—
B AR ETAAAIRESCEHERK
vith=gl &

R-ZZE—NE+-_A=+—H BETAH
HEEHE  AEE HERERE N KA
BN

Under operating lease arrangements of the Group, the leases
are negotiated for an average terms of one to twenty years. The
terms of the leases generally require the tenants to pay security
deposits.

The Company does not have any minimum lease receipts under
non-cancellable operating leases as at 31 December 2014 and
2013.

As at 31 December 2014, the total future minimum lease
payments by the Group under non-cancellable operating leases
payable are as follows:

—E-MF —E—=F

2014 2013

ARBT T AR¥ETTT

RMB’000 RMB'000

—FZA Within one year 888 250
RE_ZFRFNRN In the second to fifth year inclusive

(BREEEMF) 1,153 -

2,041 250

REMENFEAREREETHIEM
B zEE HPKRRIHSE—2=F
AE - MRERANESEE B TEREE
ek AEE -

Operating lease payments represent rental payable by the Group
for certain of its offices. Leases are negotiated for an average
term of one to three years and rentals are fixed over the lease
terms and do not include contingent rentals.

KRB T1ER B AR TIANDE CHEMICAL HOLDINGS LIMITED
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R_E—NFE+-_A=+—8 RETAH As at 31 December 2014, the total future minimum lease
HEEAE AR Rz BEREKEENRE payments by the Company under non-cancellable operating
AT leases payable are as follows:
—E—MF —T-=F
2014 2013
ARETR AR¥ET T
RMB’'000 RMB’000
—F 2K Within one year 348 70
REZEZFRFNRN In the second to fifth year inclusive
(BRIEERWF) 73 =
421 70
KERENFEARRGRERAE M ER Operating lease payments represent rental payable by the
e MELAEE TR —EMFE M Company for its offices. Leases are negotiated for an average
MRIBE AR A S EE - WA BIEE R AR term of one to two years and rentals are fixed over the lease
& ° terms and do not include contingent rentals.
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() BRYBREREMEGAFR RS (@) In addition to the transactions detailed elsewhere in the

’>7|\'1"§I AEE AR F AR T financial statements, during the year, the Group entered
R into the following transactions with related parties:

—ZE-MfF —T—=F

2014 2013

AR® T AREFIT

RMB’000 RMB’000

NF—REH DA (FTAHITE Rental expenses to a related company in
ENHEBSES I A LAITEE  which all the executive Directors have

BEAXEN)NHESRAX beneficial interests and can exercise
significant influence 180 180
M—REH AR (FTEHMITESE  Sale of goods to a related company in
i’]%ﬁ*ﬁﬁﬁﬂgﬁ A[LATT{EE  which all the executive Directors have
FEN)EEER beneficial interests and can exercise
significant influence - 567
A—XRXEEQRIHEEER Sale of goods to a joint venture 3,379 =
m—XKAZQRWEMF S A Rental Income from a joint venture 200 200
BIEMEHEER —RAEE AR Leased out of the Group's building under
EAEENET finance leases to a joint venture = 17,082
RIEMERER —KAE QAU Interest income from finance lease from
B A F) 2 A a joint venture 1,098 204

m—XEE AR (FTAHITESE Disposals of the property, plant and
BHEERER W AILAITEE  equipment to a related company in
AEEN)HEWE BMENKR  which all the executive Directors have
1 beneficial interests and can exercise
significant influence 2,900 -

m—XEB AR (FTEITES  Acquisition of the property, plant and
A B HERSR T AT LATTEE  equipment from a related company in
AEZN)BAME MEKRFKR  which all the executive Directors have
i beneficial interests and can exercise
significant influence - 26,900

M—XRAELAREHEFKATEA Interest income from a loan to a joint
B WA venture 146 _

by FEZBEBABZMESHANMIE - (b) The remuneration of key management personnel are set out
in note 11.

KRB TER B AR TIANDE CHEMICAL HOLDINGS LIMITED
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RS ETRETHEBTR, L
5%MATE KA S@REHFTIE
Bl 75 £ [ 4F P A3 1) R AR BB 0 ) & 3
n/EA AR 970,000 (ZE—=
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e &8 e
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M IS HRER BN BRE DT IR
MR E 2R

T —F+ = A =+—H L FE For the year ended 31 December 2014

During the year, the payables for acquisition of property,
plant and equipment was included under “Accruals and other
payables”, details of which are set out in note 25.

The Group is exposed to financial risks: market risk (including
currency risk and interest rate risk), credit risk and liquidity risk.
The Group's overall risk management focuses on unpredictability
of financial markets and seeks to minimise potential adverse
effects on the Group’s financial performance. The Group currently
does not have any written financial risk management policies
and guidelines. However, the Directors meet periodically and
cooperate closely with key management to analyse and formulate
strategies to manage and monitor financial risks.

The Group is not engaged in the trading of financial assets
for speculative purposes nor does it write options. The most
significant financial risks to which the Group is exposed are
described below. See also note 37(vi) for a summary of financial
assets and liabilities by category.

The Group has exposure to foreign currency risk as certain
of its business transactions, assets and liabilities are
denominated in HK$ and US$. The Group currently does
not have a foreign currency hedging policy in respect of
other foreign currency transactions, assets and liabilities.
The Group will monitor its foreign currency exposure closely
and will consider hedging significant foreign currency
exposure should the need arise.

As at 31 December 2014, if the RMB had weakened/
strengthened 5% against HK$ and US$ with all other
variables held constant, the Group’s profit for the year
and retained profits would have been RMB970,000 (2013:
RMB1,396,000) higher/lower, arising mainly as a result
of the foreign exchange gain/loss on trade receivables
denominated in US$.

The sensitivity analysis included in the financial statements
for the year ended 31 December 2013 had been prepared
on the same basis.
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EeESENXRR YEERRER
20 R B AR K o

BRED
TRETHFVRBASEFE & H
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+/-05% (ZZ—=%F: +/- 0.5% ) HY
BRRE T ERTIAAEBRIFEH
AN eREERBEREXE F
BHEHMASREREFTE -

—E-—NFE+-A=+—H
—E—=F+-A=+—H

REHBATMANBEMRS BREW
MEEFHHRIERAEABEHE I
AEREREHMNERARE L @A
HAR 0 & 72 7 BE B B P 1R RO AT 4 o

BE_T—=F+-HA=1+—HLILF
JE #8175 R K P L O LR R D AT T 3R
R EERS -

31 December 2014
31 December 2013

—E—NF+=F=+—HIEFE For the year ended 31 December 2014

The Group's exposure to interest rate risk for changes
in interest rates relates primarily to the Group’s floating
interest rate borrowings. The Group has not used any
derivative contracts to hedge its exposure to interest rate
risk. However, management monitors interest rate exposure
and will consider hedging significant interest rate exposure
should the need arise.

Sensitivity analysis

The following table illustrates the sensitivity of the Group’s
profit for the year and retained profits to a possible change
in interest rates of +/-~ 0.5% (2013: +/- 0.5%), with effect
from the beginning of the year. The calculations are based
on the Group's financial assets and liabilities held at the
reporting date. All other variables are held constant.

rEE AN
Group Company
EERMRREER FERN (BE) RREEF

Profit/(Loss) for the year
and retained profits

Profit for the year and
retained profits

AR®TR ARBTR
RMB’000 RMB’000

+0.5% -0.5% +0.5% -0.5%
151 (151) 56 (56)
17 (17) 30 (30)

The assumed changes in interest rates are considered to be
reasonably possible based on observation of current market
conditions and represents the management'’s assessment of
a reasonably possible change in interest rate over the next
twelve months period.

The sensitivity analysis included in the financial statements
for the year ended 31 December 2013 had been prepared
on the same basis.
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—MF+= A =+—H1EFE For the year ended 31 December 2014

The credit risk on bank and cash balances is limited because
the counterparties have high credit ratings.

The Group has policies in place to ensure that sales are
made to customers with an appropriate credit history.

The Group has no significant concentration of credit risk
with exposure spread over a number of customers and
counterparties. However, the geographical location of
customers is mainly on the PRC which accounted for 67%
(2013: 68%) of the trade receivables as at 31 December
2014. In order to minimise the credit risk, management
will endeavor to build an extensive customer base that
spread over the world, which can minimise the credit risk by
geographical location.

In the management of the liquidity risk, the Group
monitors and maintains a level of cash and cash equivalents
deemed adequate by management to finance the Group's
operations and mitigate the effects of fluctuations in cash
flows, by continuously monitoring forecast and actual cash
flows and matching the maturity profiles of financial assets
and liabilities.

As the Group has short term bank borrowings which
could be renewed on an annual basis at the discretion of
the Group within limit approved by banks, the Directors
are of the opinion that, taking into account the presently
available facilities and internal financial resources of the
Group, the Group has sufficient working capital for its
present requirements. The Group also obtained certain bank
borrowings as a source of liquidity.
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T &R RS HREBRARSTAIIE The table below summarises the maturity profile of the
MTESHEER BB non-derivative financial liabilities based on contractual

undiscounted payments:

=@EAR =Rz
FEER —&£R —ERER  KBRAE BEE
Within 3 Between 3 Total
months oron  monthsto 1 Between 1to undiscounted Carrying
demand year 5 years amount amount
AR¥Trn AR¥Trn ARETn AR®Tn AR%Tx
RMB'000 RMB’000 RMB’000 RMB’000 RMB’000
K&EE Group
—T-mE 2014
B SEMNE  EBIAMEN  Trade and accruals and
REMERFR other payables 57,463 29,157 - 86,620 86,620
RITER Bank borrowings 172 30,733 - 30,905 30,571
Ch Total 57,635 59,890 - 117,525 117,191
—T-=F 2013
B FREMIE B RERZ  Trade and accruals and
REMERFRIE other payables 57,594 35,729 = 93,323 93,323
BITIEN Bank borrowings 27,500 6,095 = 33,595 33,297
Gh Total 85,094 41,824 = 126,918 126,620
NN Company
—T-mF 2014
H ot e E Other payables 289 387 - 676 676
RITER Bank borrowings 172 30,733 - 30,905 30,571
EN—RKBLRFE  Amount due to a subsidiary 2,840 - - 2,840 2,840
3,301 31,120 - 34,421 34,087
—T-=F 2013
H it fE(T5RIE Other payables 180 468 - 648 648
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“T-HmF+ZA=+—H 31 December 2014

af: Liabilities:
BRAABEGABEN Financial liabilities at fair
SRBE value through profit or loss
—$TEEMIA — Derivative financial
instruments

“Z-=%+-H=+—H 31 December 2013

BfE: Liabilities:
BARETAERR Financial liabilities at fair
ERAR value through profit or loss
—TEERIA — Derivative financial
instruments

TEEMIANARENER ZER
RhEEAGE -

—ZE—WF+=F=+—HIEFE For the year ended 31 December 2014

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 or liability, either
directly (i.e. as prices) or indirectly (i.e. derived from prices);
and

Level 3: Inputs for the asset or liability that are not based on
observable market data (unobservable inputs).

Group and Company

F—4 5 EZRA E=R5 &3t

Level 1 Level 2 Level 3 Total

Bt 7t AREFT ARETT AREFT AREFTT
Note RMB'000 RMB'000 RMB'000 RMB'000
32 - - 10,486 10,486
32 - - 12,596 12,596

The fair value of derivative financial instruments is estimated
using a binomial lattice model.
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—MHF+= A =+—H1EFE For the year ended 31 December 2014

Significant unobservable inputs

Inflation rate 1.5%-2.5%

Weighted average cost of capital 16%
(“WACC”)
Expected volatility 45%

Increased inflation rate by 5% would increase the fair value
gain of derivative financial instruments by RMB142,000
whilst decreased inflation rate by 5% would decrease
the fair value gain of derivative financial instruments by
RMB139,000.

Increased WACC by 5% would decrease the fair value
gain of derivative financial instruments by RMB1,764,000.
Lower WACC by 5% would increase the fair value gain of
derivative financial instruments by RMB2,219,000.

Increase expected volatility by 5% would decrease the
fair value gain of derivative financial instruments by
RMB117,000. Lower expected volatility by 5% would
increase the fair value gain of derivative financial
instruments by RMB111,000.

There were no changes in valuation techniques during the
year.

There were no transfers between levels during the year.

The financial liabilities classified in Level 3 use valuation
technigues based on significant inputs that are not based
on observable market data. The financial instruments within
this level are reconciled from opening to closing balances as
follows:

—E-mF —T=F
2014 2013
AR¥ Tt ARET T
RMB’000 RMB'000
MTETRAE Derivative financial liabilities

n—A—H At 1 January 12,596 6,990

PTE R T EHY Fair value (gain)/loss on derivative
NAE CER)) i financial instruments (2,110) 5,606
R+Z—A=+—H At 31 December 10,486 12,596

FR-TESBTEARBBIIAR
#2,110,0007T ( —i—zi TEEA
R #5,606,0007T ) B 47 & W ek R &

=7
o °©

During the year, fair value gain on derivative financial
instruments of RMB2,110,000 (2013: a loss of
RMBS5,606,000) was recognised in the consolidated income
statement.
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Financial assets

Loans and receivables:

- Finance lease receivable

— Trade receivables

— Bills receivable

— Other receivables

— Amount due from a joint venture
- Bank and cash balances

— Amounts due from subsidiaries

— Dividend receivables

Financial liabilities

Financial liabilities at fair value
through profit or loss:
- Derivative financial instruments

Financial liabilities measured at
amortised cost:

— Trade payables

— Accruals and other payables

— Bank borrowings

A5 - Amount due to a subsidiary

The carrying amounts of the financial assets and liabilities
recognised as at 31 December 2013 and 2014 may
also be categorised as follows. See notes 3(j) and 3(m)
for explanations about how the category of financial
instruments affects their subsequent measurement.

r5E

Group
—B-pmFE —T-=F
2014 2013
AR®TRE ARETRT
RMB’'000 RMB’000
15,007 16,939
125,003 111,179
213,034 169,200
784 782
37,543 522
62,942 49,551
454,313 348,173
10,486 12,596
16,002 25,072
70,618 68,251
30,571 33,297
127,677 139,216
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Company
—E-MF —T—=F

2014 2013
ARBTR ARBTT
RMB’000 RMB'000
82 81
28,255 -
3,578 4,643
151,395 143,537
8,988 8,795
192,298 157,056
10,486 12,596
676 648
30,571 -
2,840 -
44,573 13,244
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AEENEAERABRERNERAEEAR
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AEEEENKERANES RABEE
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HFABEREE  AEEAARRKRIKE
R KRR  BITHTAR  MBCRARE B AN 5B
MESHMERHEEERE-
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AEZER WHEEROFETARR TR

REERRNEBHER L RMT

The Group's capital management objectives are to ensure
the Group's ability to continue as a going concern and to
provide an adequate return to shareholders by pricing goods
commensurately with the level of risk.

The Group manages the capital structure and makes adjustments
to it in the light of changes in economic conditions and the risk
characteristic of the underlying assets. In order to maintain or
adjust the capital structure, the Group may adjust the amount of
dividend paid to shareholders, issue new shares, return capital
to shareholders, raise new debt financing or sell assets to reduce
debts.

The Group monitors capital on the basis of the debt-to-adjusted
capital ratio. This ratio is calculated as set out in the table below.

The debt-to-equity ratio at the reporting date was as follows:

REH

Group
e —F—=F
2014 2013
AR®T T AR®EF T
RMB’000 RMB'000

& Borrowings

— e - Current 30,571 33,297
B IRTT MR 5 Less: Bank and cash balances (62,942) (49,551)
FE Net amount (32,371) (16,254)
- En L] Total equity 1,054,417 930,082
BEERL = Debt-to-equity ratio TEA N/A TEA N/A

KRB TER B AR TIANDE CHEMICAL HOLDINGS LIMITED
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