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Enhanced brand reputation and market
share

In 2014, Dongyue's brand reputation and influence was further
enhanced. During the year, by capitalizing on its competitiveness
in the industry, the Group continued to rank as the top leading
enterprise in the fluorochemical industry in China. Moreover, the
outstanding results of our proprietary innovation were continually
endorsed by the leaders of the central government in China, further
strengthened the brand reputation and leadership of Dongyue.
During the year, the “Five Major Solutions in Customers Services
under New Normal” proposed were warmly welcomed by our
customers. This again supported Dongyue as the number one
player and brand in the market.

Effective new management model and cost
control measures

The Group has always upheld the principle of persistent innovation.
Under the new normal economic condition, the setting of Formosa
Plastics as our role model became an important milestone in
the development of the Group. Formosa Plastics Corporation is
a leading petrochemical industrial enterprise in the region. The
Group devoted to learn from Formosa Plastics in the year of 2014,
focusing on getting insights from its innovative management
models. Through training classes and using IT management
in supporting refinement of management, the Group further
optimized its structure, models, process flow, systems, resources
allocation and upstream to downstream allocation. Productivity
was increased and competitiveness was enhanced under such new

normal macro environment.
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Solid results in technology innovation with
accelerated pace of technology transformation
and upgrade

In 2014, the Group achieved new breakthrough in the aspect of
technology innovation, with accelerated pace of transformation
and upgrade. During the year, a total of 12 new projects in
technology innovation and reform were completed. A total of 12
new products were developed and commercialized, with sales
amounted to 567 tonnes. These included FEP new product DS611
and FKM new product 246K from Huaxia Shenzhou; dispersion
DF-2046A and PTFE-dispersion product DF-203F under polymers
business; and gaseous silica product A-300 under organic silicone
business. There were another 6 new products developed and yet to
launch for sales. We had completed application for 34 patents, out
of which a total of 23 had been granted, and the Group owns a
total of 269 effective patents thus far. During the year the Group set
up 7 new processing laboratory and fluorosilicone material analysis
laboratory. This will provide information required for the ongoing
improvement of products in terms of functions and quality. With
regards to the cooperation with AFCC to jointly develop cell
membrane for automobile fuel, it is now in the process of testing.
This solidly demonstrates the competitive edges of Dongyue in the
research and development of environmental friendly new products.
The Group also expanded production capacity in line with business
needs. During the year, the increased production capacity includes:
(1) FEP by 1000 tonnes, including FEP resin by 500 tonnes and PVDF
concentrate by 500 tonnes; (2) PVDF by 3000 tonnes; (3) VDF by
5000 tonnes.

Besides, the Group promoted and invested in China Minsheng
Investment Company Limited (“CMIC") in 2014. This investment
presents historical opportunities to the Group and allows us to
capitalize on possibilities in the integration of fluorosilica industry
chain.
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Chairman'’s Statement

As a responsible corporate citizen, the Group strives to shoulder
its responsibility to contribute to the society. The Group donated
approximately RMB5.22 million during the year.

2015 is the final year of the “Twelve Five-Year Plan” of China and
also the year to formulate the “Thirteen Five-Year Plan”. The new
normal environment presents both stringent challenges and
valuable opportunities for the fluorosilica industry. After nearly
two years of trough period in the industry, it is evident that the
fluorosilica industry is due to see a rebound.

005

Dongyue Group Limited Annual Report 2014



N +
FEH

Chairn

FEE

1an’s Statement

2015F K& AR B ENR T RN
BCOAERA-FRE SE2 -EBEE-
M E N ] BEAREE - MiEEERN B
HEAEBAR HEZEAR FRR Tk
IREE B FHAR o B M RHE A B 3R BB 1 8 S
E¥z— hBEBIPRRERMEEEL
ERBREFNRAC TEXEBABRALME
& OEAKTERE AL I BN & BB ARk 2E
BEER UEFRFEAFHREFRE
EmEERER ARBREROREMFAE -
BRI TRENFERRE RESEER
HESAMEEMERE  SEEN—RE
EARBERERPIIBS|EMEEIER o

=
]

ERNREFPAEEE REWET I#FR
B HEM FRM MEE HEX] A
(BB EEIE N RATSHRF N BAT
EREN] T RBEEE L 20155 -
AEBEREESERL WHRFER K
BRFE | - AEESHETESHBRE B
LEREE -AKRERFETHOBRERN
SEEMAT RN R BEBER
BIFTH MG R F  MIRR BN O %75 -
REHNERERELE:

In the year of 2015, the "new normal” characteristics of China’s
economy will continue, namely “low investment input, medium-
pace growth, good quality, optimal structure, high efficiency and
new driving forces”. These go hand-in-hand with the enhancement
in consumption, manufacturing, new environmental protection
and new energy industry. As a new strategic industry, fluorosilica
materials will have rapid development and structural optimization.
This will help the integration and upgrade of the industry, which
will drive out players with obsolete facilities and curb investment
in excessive low-productivity facilities. Meanwhile, this will
promote the application of new products and the development
of fluorosilica resources, helping the sustainable development
of the industry. As the largest fluorosilica materials enterprise in
China, Dongyue is well positioned to lead and drive the process of
industry upgrade and development.

By focusing on creating value for customers, Dongyue formulated
strategic positioning in the new normal environment, namely
“new planning, new products, new technology, new auxiliary
support and new model” and “vitalize energy in the enterprise,
enhance competitiveness in the market and expand influence
in the industry”. In 2015, the Group will continue to implement
intelligence learnt from Formosa Plastics and name it as "The
year of Revamp and Transformation”. The Group will continue to
optimize organization structure and allocation of resources. The
Group will also strive to expand the market share to consolidate the
leading position in the market, increase investment in research and
development to continue to leverage on the benefits in technology
and innovation, and expand export business. The strategic
initiatives in the coming year include:
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Chairman'’s Statement

Optimize organization structure and
resources allocation

Amidst a business environment mixed with opportunities
and challenges, the Group has to adopt new strategies,
focusing on the innovation of products and technologies
as well as efficiency management. The Group will continue
to strengthen management, improve deployment of
management functions and professional division of labour to
optimize allocation of resources, asset and human resources
management.

Enhance customer services and market share,
consolidate leading position in the market

The “Five Major Solutions on Customer Services under
New Normal” will be implemented to continue to enhance
product quality. The Group will demonstrate the brand
competitiveness through launching of high-value-for-
money products, optimization of customer service, and
strengthening rapport with and research for high-end
customer market segment.

Increase investment in research and
development, and strengthen development of
new products and application technologies

The vitality of manufacturing industry largely depends on
new technologies and new products. The Group will increase
its investment in research and will commit not less than 2%
of revenue in research and development. This will accelerate
technology upgrade and enhance the contribution from
commercialized new products.

Reasonably expand overseas investment and
grow export business

While growing core business, the Group will seek investment
opportunities overseas and expand new growth areas. The
Group will consider to explore new channels to expand
international markets in the next year.
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V) Improve appraisal and reward system

In an effort to align staff members’ contribution and
operating efficiencies, a profit sharing policy linked to
development of new technology, new products, and new
growth driver will be established to allow our staff members
who contribute to the Group to enjoy rewards accordingly.
The Group hopes this will arouse workforce's passion and
creativity which will help enhance the development and
efficiencies of the Group.

In 2015, China’s “new normal” will stay. Against this backdrop, the
Group has formulated imperative strategic approaches based on the
extensive experiences accumulated in the past two decades. With clear
development strategies, good corporate structure, renovated business
models and distinguished operation team, we will work diligently to
attain our vision of becoming the leader of global fluorosilica industry.
Despite the headwinds in the market, the Group was able to keep on
its growth. This is primarily attributable to the relentless efforts of its
management and staff as well as the long term trust and support of its
Shareholders and business partners. |, on behalf of the Board of Directors,
would like to express my sincere gratitude to our shareholders, investors
and business partners, as well as the management and staff for their
efforts and contribution to the Group.

Zhang Jianhong
Chairman

The People’s Republic of China, 13 March 2015
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Analysis

EIEE

Financial review
Results Highlights

For the year ended 31 December 2014, the Company and its
subsidiaries (together the “Group”) recorded revenue of approximately
RMB7,599,696,000, representing an increase of 12.04% over
RMB6,782,814,000 of the previous year. The gross profit margin decreased
0 16.00% (2013: 16.16%) and the consolidated segment results margin*
was 12.23% (2013: 10.69%). The operating results margin was 11.74%
(2013: 9.58%). During the year under review, the Group recorded profit
before tax of approximately RMB691,030,000 (2013: RMB561,501,000),
and net profit of approximately RMB496,996,000 (2013: RMB437,226,000),
while consolidated profit attributable to the Company’s owners was
approximately RMB483,276,000 (2013: RMB465,898,000). Basic earnings
per share were RMB0.23 (2013: RMB0.22). The Board of Directors of the
Company recommended the payment of a final dividend of HK$0.09
(2013: HKS0.085) per share to the shareholders whose name appear on
the register of members of the Company on 4 June 2015.

*  Consolidated Segment Results=Revenue X 100%

S
>
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Segment Revenue and Operating Results

Set out below is the comparison, by reportable and operating segments,
of the Group's revenue and results for the year ended 31 December 2014
and the year ended 31 December 2013:

BZ20145 128310 LEE BENBFANALEE
For the year ended For the year ended
31 December 2014 31 December 2013

g K

g £ | A= e E3 B X

Operating Operating

Reportable and Results Results

EHRREENTH Operating Segments Revenue Results Margin Revenue Results Margin

AR#TRE AR®TR ARBTFT ARETR
RMB’000 RMB’000 RMB'000 RMB'000

maTFHE Polymers 2,152,054 364,213 16.92% 2053751 553,000 2693%

B Organic Silicone 1,514,114 (31,805) (2.10%) 1,520,879 74,645 491%

2RHE Refrigerants 3,228,747 367,230 11.37% 2,923,890 74013 253%

—ERR BELG Dichloromethane, Polyvinyl
(TpPvc]) Rtz Chloride (‘PVC") and

Liquid Alkali 1,195,081 62,944 5.27% 1,143,614 4015 0.35%

TEEME Property development 525,087 145,955 27.80% = (15,026) =

it Others 672,440 20,784 3.09% 604,484 34,123 565%

9,287,523 929,321 10.01% 8,246,618 724,770 8.79%

D BEEE Less: Inter-segment sales (1,687,827) - - (1,463,804) = =

A Consolidated 7,599,696 929,321 12.23% 6,782,814 724,770 10.6%%
RESBERAR —Z-NFFR 010
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Management Discussion and Analysis

Analysis of Revenue and Operating Results

During the year under review, although there showed signs of progressive
macro-economic recovery in United States and European countries,
foreign industrial and manufacturing markets did not demonstrate strong
economic recovery momentum in general. Furthermore, as a result of
structural economic adjustment of the People’s Republic of China (the
"PRC"), the slowdown in the domestic economic growth continued and
the manufacturers were prudent in setting out their production strategies,
which adversely affected the market demand for majority of industrial
and manufacturing products. In this accord, except for 3,000 tonnes per
annum of PVDF (Polyvinylidene Fluoride), 5,000 tonnes per annum of VDF
(Vinylidene Flouride) and 1,000 tonnes per annum of FEP (Fluorinated
Ethylene Propylene) (all belonging to downstream products within the
Polymers segment), the Group had no massive new capacities coming
into operation during the year.

However, having regard to the wide applicability of the fluorochemical
and organic silicone products with favourable characters, the market
demand still showed constant growth during the year. With its scalable
vertically integrated self-sufficient value chain, the Group continued to
capitalize on its leading market position, strong R&D capabilities and
extensive sales network, to upgrade its technology level, to optimize
its product mix and to develop and promote new products. As a result,
during the year under review, the Group still progressed by increasing
its overall production and sales volumes year-on-year for majority
of its operating segments of the Group. Nevertheless, the domestic
fluorochemical and organic silicone markets had faced up with intense
competition and structural overcapacity issues with numerous low-end
products emerging in the market, which led to a decrease in the selling
prices of majority of its fluorochemical and organic silicone products
year-on-year. Thanks to (1) the Group experienced improvements in its
Refrigerants segment and its Dichloromethane, PVC and Liquid Alkali
segment, which were mainly attributable to the substantial increase in
the price of R22 (a principal product within its Refrigerant segment),
improvement in the business condition in the domestic chloride methane
markets (mainly dichloromethane and trichloromethane (a main raw
material for its Refrigerants products)), (2) the Group consolidated the
financial results of Shandong Huaxia Shenzhou New Materials Co. Ltd.
("Huaxia Shenzhou") for the whole of 2014 and (3) the Group is able to
record operating profits for its Property Development segment, although,
there had been a significant drop in the selling prices of the products
in the Polymers segment and the Organic Silicone segment turned into
operating losses during the year and there had been no production
and sales of CER units during the year, the Group is able to record
improvements in its operating results margin during the year under
review.
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Polymers

Thanks to the full-year consolidation of Huaxia Shenzhou's financial
results by the Group and its year-on-year aggregate sales volume
growth, the revenue from the Polymers segment increased by 4.79%
to RMB2,152,054,000 from RMB2,053,751,000 of the last year. Despite
the year-on-year decrease in the selling prices of the Group’s polymers
products resulting from the emerging of excessive new production
capacities in the market, the Polymers segment remained to be the
largest revenue contributor to the Group’s revenue, accounting for
approximately 28.32% (2013: 30.28%). Polymers segment, together with
the Organic Silicone segment, fall within the “New Material Industry of the
PRC" with huge potential, business prospects and government support.
During the year, the Group continued with its strategy in developing and
promoting new products, giving rise to potential new profit drivers for the
Group.

The Group relies on the internal supply of R22 for the production of TFE
(a fluorocarbon), which is used by the Group for the production of such
polymers products as PTFE (a synthetic fluoropolymer with high level
of resistance to temperature changes, electrical insulation, and ageing
and chemical resistant that is used as a coating material and can also
be further processed into high-end fine chemicals which can be widely
applied in the chemicals, construction, electrical and electronics and
automotive industries) and HFP (an important organic fluorochemical
monomer, which can be used to produce various fine chemicals).
Furthermore, the Refrigerants segment of the Group supplied R22 and
R142b as the raw materials for the production of a variety of downstream
fluoropolymer fine chemicals including FEP (modified materials of PTFE,
produced with HFP added in TFE, mainly used in the lining for wire
insulation layer, thin-walled tube, heat shrinkable tubes, pumps, valves
and pipes), FKM (Fluorine Rubber, a specialized fluorinated material
produced with VDF, HFP and TFE, which is mainly used in the fields of
aerospace, automotives, machinery and petro-chemistry because of
its superior mechanical property, and excellent oil, chemical and heat
resistance), PVDF (fluorocarbon made with R142b to produce VDF, mainly
used as a fluorine coating resin, fluorinated powder coating resin and
lithium battery electrode binding material) and VDF, in which Huaxia
Shenzhou has been engaging. Other fluorinated fine chemicals, including
PPVE, PSVE, HFPO, formed another major production category of Huaxia
Shenzhou.
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Management Discussion and Analysis

Coupled with the increase of 10,000 tonnes per annum of TFE and 12,000
tonnes per annum of PTFE during 2013, the expansion of new production
capacities of VDF and PVDF in 2014, and the launching of new PTFE and
other downstream polymers products, during the year under review,
the Group was able to capitalize on the steady growth in the domestic
and foreign polymers market and record substantial growth in the sales
volumes of PTFE, HFP, FEP, FKM and PVDF year-on-year. These can mitigate
the negative impacts arising from the fall in the selling prices, leading to
the rise in the sales revenue of this segment.

This segment contributed 39.19% (2013: 76.30%) to the total segment
results of the Group, while its segment results margin decreased to
16.92% from 26.93% of the last year. Such decrease resulted from the
significant rise in the raw materials cost (R22), in respect of which the
Group maintained nearly 100% self-sufficiency ratio, the Group and the
decrease in the selling prices of the Group’s polymers products.

Organic Silicone

Accounting for 19.86% (excluding inter-segment sales) of the
consolidated revenue of the Group for the period under review, the
revenue (including inter-segment sales) coming from the Organic Silicone
business segment slightly decreased by 0.44% to RMB1,514,114,000
from RMB1,520,879,000. This segment mainly includes the production
and sales of DMC (upstream organic silicone intermediates that are
used as raw materials to produce deep proceeded mid-stream and
downstream silicone products, such as silicone oils, silicone rubber
and silicone resins), 107 Silicone Rubber, Raw Vulcanizate and Gross
Rubber (collectively referred to as “Silicone Rubbers”, deep proceeded
silicone rubber products, where Raw Vulcanizate is a key raw material
for producing Gross Rubber), and other by-products and other high-
end downstream products, such as Gaseous Silica and Silicone Qils.
Named as “Industrial MSG”", organic silicone is widely applied in military,
aviation, automotive, electronic, construction and other industries, mainly
in the form of additives, treatment chemicals stabilizers, lubricants and
sealants and are a key ingredient in industrial processes. The Group
initially produces silicone monomers with silicone powder and internally-
generated chloromethane and further processes them to become
silicone intermediates (mainly DMC), with certain portion of which the
Group produces Silicone Rubbers and other organic silicone products).
The Group can also be able to produce and generate other by-products
and high-end downstream products, such as Gaseous Silica and Silicone
Oils through its production processes.
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Same for the Polymers segment, the Group's strategy in the Organic
Silicone segment is to devise and develop new downstream products
with higher profit margins. The expansion in the production capacities
of Silicone Rubbers and Gaseous Silica in 2013 had led to the significant
year-on-year increase in the sales volume of these two categories, which
had been partly mitigated by the decrease in the sales volume of DMC
as a result of increase in the internal consumption. Despite the year-on-
year decrease in the selling prices of the Group's organic silicone products
resulting from the re-emerging of excessive new production capacities,
the Group was able to record only slight decrease in its sales revenue of
this business segment year-on-year.

During the year, as a result of the decrease in the average selling prices
of DMC, Silicone Rubbers and Gaseous Silica year-on-year, coupled with
the increase in raw material costs of silicone powder and chloromethane,
the Organic Silicone segment recorded segment loss of RMB31,805,000,
compared to an segment profit of RMB74,645,000 for the last year, which
translated to segment results margin of -2.10% (2013: 4.91%).

Refrigerants

During the year, the Refrigerants segment accounted for approximately
27.14% (excluding inter-segment sales) (2013: 28.29%) of the
Group's revenue. The revenue (including inter-segment sales) of the
Refrigerants segment increased by 10.43% to RMB3,228,747,000 from
RMB2,923,890,000 of the last year, which was mainly due to the increase
in the average selling prices of R22 and other refrigerants products.
This segment includes the revenue from the manufacturing and
sales of traditional refrigerants products (mainly R22), new green and
environmental-friendly refrigerants products (mainly R32, R125, R134a
and R410a and so forth) and other types of refrigerants products (mainly
R142b and R152a and so forth). The Group produces and sells refrigerants
products externally to both domestic and international customers and
internally (mainly R22 and R410b) for its Polymers business segment.
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Management Discussion and Analysis

As the backbone refrigerants product of the Group with the largest
production capacity in the world, R22 is the most widely used refrigerant
in the PRC and is generally used in household appliances. Apart from
that, it has been one of the key raw materials for the production of
the fluoropolymers (i.e. PTFE, HFP and other downstream fluorinated
chemicals) and R125. R125 and R32 are the key refrigerant mixture for
other types of green refrigerants (such as R410a) to replace R22. Currently,
R410a has been the principal replacing refrigerant which has been widely
applied in inverter air conditioners and other green home appliances.
R134a is broadly used in the refrigeration and air-conditioning systems
in automobile air conditioners, while R152a is another key refrigerant
product of the Group which can also be used as blowing agents, aerosols
and cleaning agents. Apart from the fact that R142b can be used as
refrigerant, temperature controller medium, or intermediates of aviation
propellant, it can also be one of the main raw materials for the production
of VDF.

Pursuant to the Montreal Protocol, R22 would be progressively phased
out as a refrigerant by the end of 2030 and would be replaced by other
green refrigerants. The Chinese government has stopped granting
approval to the building up of new R22 capacity. Starting from 2013, the
Chinese government has been enforcing a quota system for the sales of
R22 as a refrigerant or ozone depleting substances for all of the domestic
R22 producers. As a result, the year-on-year growth of the sales volume
of R22 was limited and the Group's sales volume of R22 recorded a slight
decrease during 2014 as compared to the year of 2013. However, the
substantial rebound in the selling price of Trichloromethane has led to
increase in the selling price of the Group’s R22 product year-on-year,
resulting in the substantial increase in the sales revenue of R22 achieved
during the year.

With the gradual recovery in the PRC's property market, the green
home appliance products end-market and other relevant industries
have all boosted the domestic demand for R410a. As a result, the Group
experienced considerable increase in the sales volume of R410a, and
the Group can record an increase in the sales revenue of this category.
The successive growth in the sales volumes of such green refrigerants
as R410a over the last few years indicates that green refrigerants would
gradually substitute R22 as the most widespread refrigerant in the PRC.
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The irrational massive expansion in the capacity of R134a continued
to adversely affect the domestic market and the general weakness in
the domestic and foreign automobile markets had intensified the price
competition, which made the Group see the substantial drop in both
the sales volume and price of R134a. Such depressing supply situation
applied to R125 markets as well, with the result that the Group recorded
decrease in the selling price and the sales volume for R125.

The results of the Refrigerants segment contributed 39.19% (2013:
10.21%) of the total segment results of the Group, while its segment
results margin was 11.37%, compared with 2.53% of the last year.

Dichloromethane, PVC and Liquid Alkali

This segment includes the revenue from the production and sale of
the Group's two main ancillary products of the Refrigerants segment
(dichloromethane and liquid alkali) and the PVC products.

During the year, accounting for approximately 15.67% (excluding
inter-segment sale) of the Group’s consolidated revenue, the revenue
(including inter-segment sales) for this segment increased by 4.50% to
RMB1,195,081,000 from RMB1,143,614,000 of the last year.

Liquid alkali is a basic chemical product from the production of the
methane chloride (essential chemical for the production of refrigerants
and organic silicone products), and used in the textile, power and
materials industries. Methane chloride includes dichloromethane,
which is mainly used to produce antibiotics and as a foaming mode for
polyurethane. The Group engaged in the production of PVC (a widely
used thermoplastic polymer applied in the construction industry to
replace traditional building materials). The production of refrigerants
products generates a chemical, hydrogen chloride, which is one of
the basic raw materials for PVC production. Therefore, the Group’s PVC
production can ensure production synergies and increasing economic
value generated from a self-sufficient business chain.
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Management Discussion and Analysis

During the year under review, the sales volumes of PVC, liquid alkali
and dichloromethane products considerably increased as compared to
the last year. While the selling prices of PVC and liquid alkali products
recorded year-on-year decline, the year-on-year selling prices of
dichloromethane experienced a remarkable rebound as a result of the
recovery in the domestic methane chloride market, which principally led
to a significant rise in the sales revenue of this segment. Coupled with
the stable per unit production cost of dichloromethane products, this
segment was able to record segment profit of RMB62,944,000, compared
with segment profit of RMB4,015,000 in respect of the year ended 31
December 2013.

Property Development — Dongyue International Project (the
“Project”)

The Project comprises, among others, residential portion of two parcels
of land which are adjacent to each other. They are located at the west
of Liuquan North Road, the north of Huantai Avenue and the south
of Gongyuan Road, Huantai County, Zibo City, Shandong Province,
the PRC with a total site area of 189,381 square metres. The residential
portion is 157,187 square metres, upon which the Group planned to
construct 23 residential blocks with a total planned gross floor areas of
approximately 296,000 square metres. The Project comprises five phases
which are planned to be completed by the end of 2017. Up to the end
of December 2014, the Group, owning 100% interest in the Project, had
been constructing the first four phases with planned gross floor area of
approximately 204,000 square metres

The Group commenced pre-sale of the phase 1 starting from the
financial year 2013, and phase 2, phase 3 and phase 4 starting from the
financial year 2014. The Project received overwhelming response and
a total of approximately 152,000 square metres have been sold out at
an average selling price of approximately RMB6,480 per square metre.
During the year, the sale of a total of 644 residential units, with a total of
approximately 80,870 square metres, have been completed and amounts
of RMB525,087,000 and RMB145,955,000 have been recognized as the
segment revenue and the segment profit, respectively, during the year.

In addition, the Project encompasses the construction of certain
commercial units. As of the end of 2014, commercial units with a total
of approximately 6,800 square metres and approximately 2,800 square
metres have been constructed and sold at an average selling price of
approximately RMB15,700, respectively. However, as the relevant sales
have not been completed, no corresponding revenue and results has
been recognized during the year.
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Others

This segment included the revenue from the production and sale of the
Group's other side and by-products of the various operating segments,
such as Ammonium Bifluoride, Hydrofluoric Acid and Bromine, and the
CER business.

During the year, in the wake of continuing weakness of the CER market,
the market price of CER units fell to an unreasonably low level and
consequently, the Group has temporarily ceased the production and
sales of CER units and utilized the prevailing facilities for its Refrigerants
segment and thus, no CER revenue (year ended 31 December 2013:
RMB48,445,000) and no CER profits (year ended 31 December 2013:
49,225,000) was recorded by the Group during the year.

During the year, accounting for approximately 2.11% (excluding inter-
segment sale) of the Group’s consolidated revenue, the revenue
(including inter-segment sales) for this segment increased by 11.24% to
RMB672,440,000 from RMB604,484,000 of the last year, and this segment’s
results decreased to RMB20,784,000 from RMB34,123,000 of the last year.

The Group has been carrying out the necessary exploration works in
respect of the nickel mine and the iron and fluorspar mine of the Group.
While the Group did not record significant progress during the year, the
Group would strive to engage in the actual extraction and production
once the relevant extraction licenses are obtained from the relevant
government bureau, which enables the Group to secure source of raw
materials for its operating segments and to align with the Group's strategy
of vertical integration into the fluorochemical value chain.

During the year, the Group has subscribed for 1 billion shares in China
Minsheng Investment Company Limited ("CMIC") for an aggregate
amount of RMB1 billion (the “Subscription”), which had been accounted
for as available-for-sale investments. The Group considered that the
Subscription will provide the Group (indirectly through CMIC) with
potential investment and acquisition opportunities in industries and
enterprises with growth potentials, which, together with its other equity
investments, allows the Group to capitalize on the financial leverage for
the purpose of diversifying its business risks, while maintaining the focus
of its business and strengths in its core fluorochemical business.

018



DHEREERMX

FA - PIEREERTBEFHARKE253,976,000
TOR D 1.09%ZE A R #251,209,0007T ° & & AN & E
FRE *&%fﬁgiﬁ'fﬂmm$ﬁlmﬂmﬂﬁm&
REHEE DHEEERISBERFTRE

ITHRX

FR - TS B EFH AR K298483,0007T7
291% % AR #289,791,00070  tk i F EH AT F
EENEEMNBRER SR

ELE= 7N
FA - BEKAS B EF 8 ARYES,0650007T K iE

EAN126.17% % A K #201,441,0007C - 1 T3 £ B |
RAEEFRERSBAIBEINATER -

EARMH

HE2014F12A3BEFE AEEBBEAES H
A HH A ANRBE75754,0007T (20135 : AR
1,306,03500070) s AEBE X ERARNABEBEEE

PREAEBUTERELENRERERE: OVF
5,000M8 22 1R % 2 1 (PVDF) * (2)5E5,000M8 IR 58 2 &
(VDF) & imoo@ﬁm%’ﬁzmzﬁ FEP) ' AR &
Zﬁzmaﬁzt& CENRERBEMERIEE -

RBESTRMBEIR

AEBRBEBEOVERI BERE2NEE
B ERREENKLERESME - N20145F124
31A - ANEE R SR E A R 15,897,804,000
7T B R2013F 12 431 B I17.02% ° R20144F
NABE - AEBEHNRITESRERSEBEEA
R #1,345,212,0007C (2013 12A31H: AR¥
1,243,296,0007T ) * REIEFE - ANEE 2 48258

EREHNHEN N

Management Discussion and Analysis

Distribution and Selling Expenses

During the year, the distribution and selling expenses merely decreased
by 1.09% to RMB251,209,000 from RMB253,976,000 of the previous year.
As a result of stringent cost control measures imposed by the Group, the
amount of distribution and selling expenses were steadily maintained,
notwithstanding the increase in the overall sales volumes of the Group
during the year.

Administrative Expenses

During the year, the administrative expenses decreased by 2.91% to
RMB289,791,000 from RMB298,483,000 of the previous year, which was
mainly attributable to the decrease in the expenses on share options
granted to the Directors and the employees.

Finance Costs

During the year, the finance costs significantly increased by 126.17%
to RMB201,441,000 from RMB89,065,000 of the previous year. This was
mainly attributable to the substantial increase in the amount of the
borrowings of the Group during the year.

Capital Expenditure

For the year ended 31 December 2014, the Group's aggregate
capital expenditure was approximately RMB675,754,000 (2013:
RMB1,306,035,000). The Group's capital expenditure is mainly for the
acquisition of fixed assets including the equipment and facilities for the
Group's expansion projects in (1) the 5,000 tonnes per annum of PVDF, (2)
the 5,000 tonnes per annum of VDF and (3) the 1,000 tonnes per annum
of FEP, and for the Group's various technological revamp, energy saving
and emission management projects.

Liquidity and Financial Resources

The Group's financial position is sound with healthy working capital
management and strong operational cash flow. As at 31 December 2014,
the Group's total equity amounted to RMB5,897,804,000, representing
an increase of 7.02% compared with that as at 31 December 2013. As
at 31 December 2014, the Group's bank balances and cash totaled
RMB1,345,212,000 (31 December 2013: RMB1,243,296,000). During the
year under review, the Group generated a total of RMB720,713,000 (for
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the year ended 31 December 2013: RMB1,114,330,000) cash inflow from
its operating activities. The current ratio!” of the Group as at 31 December
2014 was 1.38 (31 December 2013: 1.46).

Taking the above figures into account, together with the available
bank balances and cash, the unutilized banking credit facilities and
support from its banks as well as its strong operational cash flows, the
management is confident that the Group will have adequate resources
to settle any debts and to finance its daily operational and capital
expenditures.

Capital Structure

During the year, the Company repurchased and cancelled a total of
1,152,000 ordinary shares of the Company (the “Buyback Shares”). After
the cancellation of the Buyback Shares, the number of issued shares of the
Company was decreased to 2,118,167,455 as at 31 December 2014.

As at 31 December 2014, the borrowings of the Group totaled
RMB3,276,524,000 (31 December 2013: RMB2,152,564,000). The gearing
ratio? of the Group was 24.67% (31 December 2013: 14.16%).

The Group had no particular seasonal pattern of borrowing. As at 31
December 2014, the Group's borrowings comprised non-current portion
(over 1 year) and current portion (within 1 year). The non-current portion
of borrowings amounted to approximately RMB1,886,087,000, which are
wholly repayable after one year but not exceeding five years. The current
portion of borrowings amounted to approximately RMB1,390,437,000. The
Group's borrowings were made at fixed interest rates and floating rates.
The weighted average effective interest rates on floating rate borrowings
and fixed rate borrowings for the year ended 31 December 2014 were
6.48% (2013: 6.45%) and 6.19% (2013: 6.16%) per annum, respectively.
As at 31 December 2014, 40% (31 December 2013: 35%) of the Group's
borrowings bear fixed interest rates.

As at 31 December 2014, the Group's borrowings were denominated in
RMB, HK and US dollars, amounting to approximately RMB2,926,919,000,
HK$200,000,000 (equivalent to approximately RMB157,780,000)
and approximately US$31,250,000 (equivalent to approximately
RMB191,825,000) respectively.
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Management Discussion and Analysis

Group Structure

During the year, there has been no material change in the structure of the
Group.

Notes:
(1) Current Ratio = Current Assets = Current Liabilities
@) Gearing Ratio = Net Debt = Total Capital

Net Debt = Total Borrowing — Bank Balances and Cash

Total Capital = Net Debt + Total Equity

Charge on Assets

As at 31 December 2014, the Group had certain property, plant and
equipment and lease prepayments with an aggregate carrying value of
approximately RMB249,503,000 (31 December 2013: RMB558,694,000),
and bank deposits of RMB185,145,000 (31 December 2013:
RMB106,320,000), which were pledged to secure the Group's borrowings
and the bills payable of the Group.

Exposure to Fluctuations in Exchange Rates and Related
Hedges

The Group's functional currency is RMB with most of the transactions
settled in RMB. However, foreign currencies (mainly United States dollars)
were received/paid when the Group earned revenue from overseas
customers and when settling purchases of machinery and equipment
from the overseas suppliers.

The Group entered into forward contacts for managing certain risks
arising from foreign currency transactions. In order to reduce the risk
of holding foreign currencies, the Group normally converts the foreign
currencies into RMB upon receipt while taking into account its foreign
currencies payment schedule in the near future.
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Employees and Emolument Policy

The Group employed 6,824 employees in total as at 31 December 2014
(31 December 2013: 6,797). The Group implemented its remuneration
policy, bonus and share option schemes based on the performance of
the Group and its employees. The Group provided benefits such as social
insurance and pensions to ensure competitiveness.

In addition, the Group had also adopted a share option scheme as a long
term incentive to the Directors and eligible employees. The emolument
policy for the Directors and senior management of the Group is set up by
the Company’s Remuneration Committee, having regard to the Group's
performance, individual performance and comparable market conditions.
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Directors

The board of directors (the “Board”) of the Company is responsible for the
management and operation of the Company's businesses and has the
general authority in this regard. Certain information of the members of
the Board is as follows:

Executive directors

Mr. ZHANG Jianhong, aged 55, was appointed as the chairman, chief
executive officer and executive director of the Company in July 2006.
He has been with the Company and its subsidiaries (collectively the
“Group”) and its predecessors since October 1986 and has over 25 years of
experience in the chemical industry. He is also the chairman of Dongyue
Chemicals, Dongyue Polymers and Dongyue Organic Silicone, and a
director of Dongyue F&S, Dongying Dongyue Salt and Dongyue Precision
Chemicals, all of which are the Company’s subsidiaries. In addition, Mr.
Zhang is the director and the chairman of the Strategy Committee of
China Minsheng Investment Company Limited ( R BR AR E KD B R
A@]) . Mr. Zhang is a senior officer of political affairs with a postgraduate
degree in economics. He had served the People’s Liberation Army
Navy from 1978 to 1982. Mr. Zhang currently serves as Chairman of All-
China Federation of Industry and Commerce (2 B T #&H#) , Deputy
Director of China Fluorine and Silicon Material Industry Association ( #
HaEsEr & TE W E) and a standing committee member of Chinese
People’s Political Consultative Conference of Shandong Province ( L&
L) . He has obtained the honorary titles of National Outstanding
Builder of Socialism in the Non-Public Economy (Fourth Session), Powerful
Figure of China Petroleum and Chemical Industry (First Session), Top
10 Outstanding Figures of Chinese Brands in the International Market,
National Outstanding Demobilized Soldier, and Most Outstanding CEO of
the Year chosen by a Hong Kong magazine "Capital CEQ" (“& A A 1£").
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Mr. FU Kwan, aged 58, was appointed as the executive director of the
Company in July 2006. He is formerly a director of Dongyue Chemicals,
Dongyue Polymers, Dongyue Organic Silicone and Dongyue F&S. Mr. Fu
is the chairman of the board of directors and the president of Macro-
Link Holding Limited ("Macrolink Holding") and is a director of Macro-
Link International Investment Co. Ltd. (“Macrolink International”), a
substantial shareholder of the Company. Mr. Fu is a senior economist
with a postgraduate degree in business administration. Mr. Fu has over
25 years of experience in corporate management and business strategy
planning. Mr. Fu was the deputy director of the Economic Committee of
Liling City, Hunan Province, head of the Foreign Trade Bureau of Liling
City, Hunan Province and the vice chairman of the 10th China Federation
of Industry & Commerce, and is a committee member of the Chinese
People Political & Consultative Conference, the honorary chairman of
Chamber of Commerce of Beijing and Hunan Enterprises ( 1t 54/ 1
2EP® ), vice chairman of China Civil Chamber of Commerce ( BB &
IR 2 ) and director of political affairs committee of China Federation
of Industry and Commerce (2B TRAB A2 WMFEREZEE)  Mr. Fu
has also been awarded the “Top 10 Outstanding Entrepreneurs in China
Certificate” in 2003 by the China Professional Managers Association. Mr. Fu
is the director of Macro-Link Property Joint Stock Company Limited ( T
FERREERMD AR A R), a company listed on the Shenzhen Stock
Exchange. Mr. Fu owns a direct 10.63% and an indirect 75% interest in
Macrolink Holding, which wholly owns Macrolink International. Macrolink
International is a substantial shareholder of JLF Investment Company
Limited, a company listed on the Stock Exchange of Hong Kong Limited
(the "HKSE").

Mr. LIU Chuangi, aged 65, was appointed as the executive director
of the Company in July 2006. He has been with the Group and its
predecessors since October 1986. Mr. Liu has over 25 years of experience
in the chemical industry and is a director of Dongyue Chemicals,
Dongyue Polymers, Dongyue F&S, Dongyue Organic Silicone, Dongying
Dongyue Salt, Huaxia Shenzhou and Dongyue Precision Chemicals and
was a director of Zibo Dongyue Lvyuan, all of which are the Company’s
subsidiaries. He is also formerly the general manager of Dongyue
Chemicals and currently the president of the Group. He is a senior officer
of political affairs, and was awarded “Medal for Enhancing the Labour
Force of Zibo City" in 2002 by the Zibo City Labour Union.
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Mr. CUI Tongzheng, aged 53, was appointed as the executive director,
vice president and chief financial officer of the Company in July 2006.
He has been with the Group and its predecessors since November
1988. Mr. Cui has over 20 years of experience in the corporate financial
management. Mr. Cui holds a bachelor degree from China Statistics Cadre
College as well as a MBA diploma from Shanghai Jiao Tong University.

Dr. WU Tao, aged 56, has approximately 20 years of experience in
corporate management. Dr. Wu obtained a doctorate degree in computer
science from National University of Defense Technology (4 RS
KE)in 1991. In his early years, Dr. Wu served at National University of
Defense Technology and at various business incorporations as president,
vice president and general managers. Dr. Wu joined the Company in 2005
and is currently a director of Dongyue Chemicals, Dongyue Polymers,
Dongyue F&S, Dongyue Organic Silicone and Dongying Dongyue Salt.
In addition, Dr. Wu is currently a director and vice president of Macrolink
Holding, which owns 80% equity interest in Macro-Link Asset Investment
Co. Ltd. (FrEBEZE BRI E A A]) , in which Dr. Wu is the chairman,
and a director of various local incorporations. Dr. Wu was a director of
Tong Hua Winery Joint Stock Company Limited ( 38/t %) &8 i (7 A R
X A]) , the shares of which are listed on the Shanghai Stock Exchange,
until August 2012.

Mr. ZHANG Jian, aged 42, was appointed as the executive director of
the Company in July 2006 and has been with the Group since February
2006. Mr. Zhang has more than 10 years of experience in the investment
banking and corporate finance. Mr. Zhang holds a bachelor degree in
Economics and Law from Jiangxi University of Finance and Economics
and a Master degree in Business Administration from The Chinese
University of Hong Kong. He is the controller of listed company division
of Macrolink Holding, as well as an executive director of JLF Investment
Company Limited and Macro-Link Property Joint Stock Company Limited

CGREm T BERNDERAR) .
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Independent non-executive directors

Mr. TING Leung Huel, Stephen MH, FCCA, FCPA (PRACTISING), ACA, CTA
(HK), FHKIoD, aged 61, was appointed as an independent non-executive
director of the Company in November 2007. Mr. Ting is a certified public
accountant and has been the managing partner of Messrs Ting Ho Kwan
& Chan, Certified Public Accountants (Practising) since 1987. Mr. Ting is a
member of the 9th, 10th and 11th Chinese People Political Consultative
Conference, Fujian. Mr. Ting is currently a non-executive director of Chow
Sang Sang Holdings International Limited and an independent non-
executive director of six companies listed on the HKSE, namely Tong Ren
Tang Technologies Company Limited, Tongda Group Holdings Limited,
JLF Investment Company Limited, Computer and Technologies Holdings
Limited, Texhong Textile Group Limited and China SCE Property Holdings
Limited.

Mr. YANG Xiaoyong, aged 59, was appointed as an independent non-
executive director of the Company in August 2014. He has over 30 years
of experience in research and development of fluoropolymer and organic
silicone industries. Mr. Yang obtained a bachelor degree in chemical
engineering from East China Institute of Technology in 1982. Mr. Yang
served at Chengrand Research Institute of Chemical Industry (predecessor
of China Bluestar Chengrand Research Institute of Chemical Industry) as
engineer and chief project officer and as senior engineer, chief engineer
and vice-head of the Design Department of Chengrand Research
Institute of Chemical Industry, and is currently the chief engineer of China
Bluestar Chengrand Research Institute of Chemical Industry, and officers
of National Synthetic Resin Quality Supervision Test Centre and National
Engineering and Technological Research Centre for Organic Silicone. Mr.
Yang is also the vice chairman and director of the Professional Committee
and the director of the Organic Silicone Committee of China Association
of Organic Fluorine and Silicone Material Industry. Mr. Yang is currently
an independent director of Hubei Xingfa Chemicals Group Co,, Ltd, a
company listed on the Shanghai Stock Exchange. Save for the aforesaid,
Mr. Yang does not have any directorships in the listed companies during
the past 3 years.
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Mr. YUE Rundong, aged 75, was appointed as an independent non-
executive director of the Company in November 2007 and has been with
the Group since then. Mr. Yue has more than 40 years of experience in the
chemical industry. He was the technical officer of research department
of Shen Yang Chemical Research Institute, the dean of Chen Guang
Chemical Research Institute and the dean of Chengdu Silicone Research
Centre. He has also taken the post of the dean of Bluestar Institute of
Chemical Technology of China National Bluestar Group; chairman of China
Association of Organic Fluorine and Silicone Material Industry Association
(PEIEEEME TZ%E ) and vice chairman of China Engineering
Plastics Association (1 B T2 #8 #4175 & ) . Currently, Mr. Yue is the
honorary standing chairman of China Association of Organic Fluorine
and Silicone Material Industry Association; Professor of Engineering; an
expert subsidized by the PRC State Council. Mr. Yue was an independent
director of Chengdu Guibao Science and Technology Co,, Ltd (“Chengdu
Guibao”) (X EBIEE BHE AR B R 2 F]) and is currently an chairman
of supervisory board of Chengdu Guibao, a company listed on the Growth
Enterprises Board of the Shenzhen Stock Exchange. Save for the aforesaid,
Mr. Yue does not have any other directorships in listed companies during
the past three years.

Senior management

Mr. ZHOU Guangsheng, aged 59, is the deputy president of the Group.
He has been serving the Group since March 1988 and is responsible for
production, safety and environmental protection. He served as a deputy
head of production plant and deputy production general manager from
April 1989 to March 2004. He served as the deputy general manager
of Dongyue Chemicals from March 2004 to March 2006. He has been
serving as the vice president of the Group since March 2006 until now.

Mr. ZHANG Heng, aged 47, is an engineer and had obtained an
undergraduate degree in economics from the China Petroleum University.
He has been serving the Group since November 1988 and is formerly the
general manager of Dongyue Polymers and the deputy general manager
of Dongyue Chemicals. Mr. Zhang is currently the vice president of the
Group and a director of Dongyue Polymers. He has pioneered several
research projects which had twice been awarded the Shandong Science
and Technology Spark Award, and had several times been awarded the
Zibo City Science and Technology Improvement Award and the Zibo City
Spark Award.
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Mr. WANG Weidong, aged 51, has worked for the Group since
September 1996 and is responsible for technical matters and projects.
He is currently the general manager and a director of Dongyue Organic
Silicone, and the chairman of Dongyue F&S. In 2005, he was awarded the
title of Outstanding Scientific Researcher of National Chemical Industry
and in 2006, he obtained the award for “Outstanding Worker of National
Chlor-alkali Industry”. Mr. Wang holds a bachelor degree in Chinese
Literature.

Mr. ZENG Hongzhi, aged 51, has been serving the Group since October
2003 and is formerly a chief officer of the Group's safety and environment
protection department and the Group's corporate administration
department, as well as the deputy general manager of Dongyue
Polymers. He has been serving as the general manager of Dongyue
Polymers since February 2009 until now.

Compa ny secretary

Mr. NG Kwok Choi, aged 43, is a company secretary of the Company.
He joined the Group on 3 July 2009. Mr. Ng is primarily responsible for
the overall financial reporting and company secretarial matters of the
Company. Mr. Ng has over 18 years of experience in the fields of finance,
auditing and accounting. Prior to joining the Group, he had been the
group financial controller of two companies listed on the Main Board of
the HKSE from July 2000 to September 2008, and had worked for more
than five years in an international accounting firm in Hong Kong. Mr. Ng
graduated from the Hong Kong University of Science and Technology
majoring in Accounting in 1994. Mr. Ng is a fellow member of the
Association of Chartered Certified Accountants and an associate member
of The Hong Kong Institute of Certified Public Accountants.
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Report of the Directors

The Directors present their report together with the audited financial
statements of Dongyue Group Limited (the “Company”) and its
subsidiaries (collectively the “Group”) for the year ended 31 December
2014,

Principal activities

The principal activity of the Company is investment holding. The principal
activities of the subsidiaries are set out in note 37 to the financial
statements. There were no significant changes in the nature of the
Group's principal activities during the year.

Results and appropriations

The results of the Group for the year are set out in the consolidated
statement of profit or loss and other comprehensive income on page 63.

The Directors did not recommend the payment of an interim dividend for
the six months ended 30 June 2014 (six months ended 30 June 2013: Nil).

The Directors now recommend the payment of a final dividend of
HKS$0.09 per share (the “Final Dividend”) (approximately equivalent to
RMBO0.07 per share) (2013: HK$0.085 per share, approximately equivalent
to RMB0.067 per share), in respect of the year 2014, to the shareholders
whose names appear on the register of members of the Company (the
“Register”) on 4 June 2015. The Final Dividend is subject to the approval
of the members of the Company at the forthcoming annual general
meeting (the "AGM") to be held on 1 June 2015.
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Closure of the Register

The Register will be closed to ascertain the qualification for attending and
voting at the AGM and for the entitlement to the Final Dividend.

The Register will be closed from 27 May 2015 to 1 June 2015, both days
inclusive, during which period no transfer of shares will be registered. In
order to qualify for attending and voting at the AGM, all share transfers,
accompanied by the relevant share certificates, must be lodged with the
Company’s Hong Kong branch share registrar and transfer office, Tricor
Investor Services Limited, at Level 22, Hopewell Centre, 183 Queen’s Road
East, Hong Kong, not later than 4:30 p.m. on 26 May 2015.

The Register will be closed from 5 June to 9 June 2015, both days
inclusive, during which period no transfer of shares will be registered.
In order to qualify for the entitlement to the Final Dividend, all share
transfers, accompanied by the relevant share certificates, must be lodged
with Tricor Investor Services Limited at Level 22, Hopewell Centre, 183
Queen’s Road East, Hong Kong, not later than 4:30 p.m. on 4 June 2015.

Reserves

Movements in the reserves of the Group during the year are set out in the
consolidated statement of change in equity on page 66.

Property, plant and equipment

Details of the movements in property, plant and equipment of the Group
are set out in note 15 to the financial statements.
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ExeRS

Report of the Directors

Share capital

Details of the movements in the share capital of the Company are set out
in note 30 to the financial statements.

Distributable reserves

As at 31 December 2014, the Company's reserves available for distribution
to shareholders as computed in accordance with the Companies Law
(2003 Revision) of the Cayman Islands amounted to RMB1,452,058,000, of
which HK$190,635,070 (approximately equivalent to RMB150,392,007) has
been proposed as the Final Dividend.

Pre-emptive right

There is no provision for pre-emptive rights under the Company's 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 the existing
shareholders.

Purchase, sale or redemption of listed
securities

During the year, the Company repurchased, on the Stock Exchange of
Hong Kong Limited (the "HKSE"), a total of 1,152,000 ordinary shares
of the Company (the "Buyback Shares”) at a price range of HK$2.64 to
HK$2.99 per share. The aggregate consideration for the Buyback Shares is
approximately HK$3,177,000, which was funded from internal resources of
the Company. The Buyback Shares were validly cancelled on 17 January
and 14 February 2014.

Save as disclosed above, neither the Company nor any of its subsidiaries
has purchased, sold or redeemed any of the Company’s listed securities
during the year ended 31 December 2014.
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Share options
Share option scheme

Pursuant to the share option scheme approved by a written resolution of
all shareholders of the Company on 16 November 2007 (the “Scheme”),
the Company may grant to, among others, the Directors of the Company
and employees of the Group, for the recognition of their contribution
of the Group, options to subscribe for the Shares. According to the
Scheme, the board of Directors (the “Board”) may, at its discretion, invite
any eligible participants to take up options to subscribe for Shares of the
Company, which when aggregated with any other share option scheme,
shall not exceed 30% of the Shares in issue from time to time. The total
number of Shares which may be issued upon exercise of all options
to be granted under the Scheme and any other scheme must not, in
aggregate, exceed 10% of the number of Shares in issue as at the date on
which dealings in the Shares first commence on the HKSE unless further
shareholders” approval had been obtained pursuant to the conditions set
out in the Scheme. The total number of Shares in issue and to be issued
upon exercise of all option under the Scheme and any other schemes
(including both exercised or outstanding options) to each participant in
any 12-month period shall not exceed 1% of the issued share capital of
the Company.

The offer for the grant of options (the “Offer”) must be taken up within 28
days from the date of Offer, with a payment of HK$1.00 as consideration.
The exercise price of the share option will be determined at the highest
of (i) the average closing prices of Shares as stated in the HKSE's daily
quotations sheets for the five trading days immediately preceding the
date of the Offer; (i) the closing price of Shares as stated in the HKSE's
daily quotations sheet on the date of the Offer; and (iii) the nominal value
of the Shares. The total number of Shares which may fall to be issued
under the Scheme and any other scheme must not, in aggregate, exceed
208,000,000 which represents 10% of the total issued share capital as at
the Listing Date unless further shareholders’ approval is obtained. The
share options are exercisable at any time during a period of not more
than 10 years from the date of grant, subject to the terms and conditions
of the Scheme and any conditions of grant as may be stipulated by
the Board. Unless terminated by the Company by resolution in general
meeting, the Scheme shall be valid and effective for a period of 10 years
from 16 November 2007.
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2014128318 REBFERTAEEETES As at 31 December 2014, particulars of the options granted to certain

REERBERESBHINDMT Directors and employees of the Group under the Scheme are set out
below:
BREHE
Number of options
20145 20145

1818 RER RER RER  12A31A
13 5% BB ff HEATE TFE RiLAH TESER THERER

Balance Outstanding
asat Lapsed Reclassified ~ Exercised as at
2HE Name or Category 1 January during during during 31 December Exercise Exercisable Exercisable
#ERER of participant 2014 theyear  theyear theyear 2014 Price DateofGrant  from until
B ()
HKS  (Note)
YES: Executive Directors:
RRELE Mr. Zhang Jianhong
i Tranche 1 3,325,000 - - - 3325000 813 011F6A1H  2010F6AIE  2016F6A1H
1 June 2011 1 June 2012 1 June 2016
ki Tranche 2 3,325,000 - - - 3325000 813 WNECAIR  2013F6A18  2016F6A1A
1 June 2011 1 June 2013 1 June 2016
B4 Tranche 3 3,325,000 - - - 3325000 813 011E6AIE  2014F6A1H  2016%6A18
1 June 2011 1 June 2014 1 June 2016
St Tranche 4 3,325,000 - - - 3325000 813 011F6A1H  2015F6A1E  2016F6A1H
1 June 2011 1 June 2015 1 June 2016
BEn%E Mr. Liu Chuang]
E-i Tranche 1 3,375,000 - - - 3375000 813 011ECAIB  201ECAIB 2016F6A1H
1 June 2011 1 June 2012 1 June 2016
FH Tranche 2 3,375,000 - - - 3375000 813 011E6AIR  013F6A1H  2016%6A1H
1 June 2011 1 June 2013 1 June 2016
£= Tranche 3 3,375,000 - - - 3375000 813 01F6AIE  2014F6A1H  2016F6A1H
1 June 2011 1 June 2014 1 June 2016
g Tranche 4 3,375,000 - - - 3375000 813 011ECAIB  2015F6AIB 2016%6A1H
1 June 2011 1 June 2015 1 June 2016
ERBEE Mr. Cui Tongzheng
F-4 Tranche 1 1,250,000 - - - 1250000 813 WNECAIR  2012F6A18 201656718
1 June 2011 1 June 2012 1 June 2016
B4 Tranche 2 1,250,000 - - - 1250000 813 011F6AIH  2013F6AIB  2016F6A1H
1 June 2011 1 June 2013 1 June 2016
£ Tranche 3 1,250,000 - - - 1,250,000 813 011F6A1H  2014F6A1E  2016F6A1H
1 June 2011 1 June 2014 1 June 2016
EMmit Tranche 4 1,250,000 - - - 1250000 813 WNECAIR  2015F6A18  2016F6A1A
1 June 2011 1 June 2015 1 June 2016
033 Dongyue Group Limited Annual Report 2014
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BREZA
Number of options
20145 #2014
1818 RER RER RER  12A31A
] ¥ EENSE g HATE 1B RiAH TRBER TERER

Balance Outstanding
asat Lapsed Reclassified ~ Exercised as at
SHE Name or Category 1 January during during during 31 December Exercise Exercisable Exercisable
HENER of participant 2014  theyear  theyear theyear 2014 Price DateofGrant  from until
B (W)
HKS  (Note)
RRAE Mr. Zhang Jian
4 Tranche 1 50,000 - - - 50000 813 01F6AIR  0F6A1H 2016%6A1A
1 June 2011 1 June 2012 1 June 2016
B4 Tranche 2 50,000 - - - 50,000 813 WNECAIR  2013F6A1E  201656A18
1 June 2011 1 June 2013 1 June 2016
g= Tranche 3 50,000 - - - 50,000 813 WNEGAIR  2014F6A1H  2016F6A1R
1 June 2011 1 June 2014 1 June 2016
FOH Tranche 4 50,000 - - - 50000 813 011F6AIR  05F6A1H  2016%6A1A
1 June 2011 1 June 2015 1 June 2016
EE: Employees:
At In aggregate
g4 Tranche 1 27,700,000 (375,000) - - 27325000 813 2011%F6A1H 2012%6A1A 016F6A1A
1 June 2011 1 June 2012 1 June 2016
Eoi Tranche 2 27,700,000 (375,000 - - 27305000 813 011F6AIR  013F6A1H 201646A1A
1 June 2011 1 June 2013 1 June 2016
=i Tranche 3 27,700,000 (375,000 - - 27305000 813 WNEGAIR  2014F6A1E  2016F6A18
1 June 2011 1 June 2014 1 June 2016
Emi Tranche 4 27,700,000 (375,000 - - 27305000 813 011F6A1H  2015F6A1B  201656A1A
1 June 2011 1 June 2015 1 June 2016
142800000 (1,500,000) - - 141300000
M : EEFEE BB ZRINRNKTERSR7SHEIT Note: The closing price of the Shares immediately before the date of grant is HK$7.98 per
Share.
REEEMERAR —E-NEFR 034
A b Y e YA L) W e (e [y i Wbkl N % A SN i e A Fam Y EAr
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Report of the Directors

The fair value of the share options granted under the Scheme were
determined and measured using the Black-Scholes Option Pricing Model
on 1 June 2011. The significant inputs into the model were the exercise
price shown above, volatility of 64.65%, dividend yield of 3.68%, an
expected option life of 3.5 to 5 years and on annual interest-free interest
rates of 1.00%, 1.18%, 1.34% and 1.49%. As any changes in subjective
input assumptions can materially affect the fair value estimates, in the
opinion of professional appraiser, the valuation model for the share
options granted does not necessarily provide a reliable single measure of
the fair value of the share options.

The related accounting policy for the fair value of the share options are set
out in note 3 to the financial statements.

Save as disclosed above, no option had been granted or agreed to be
granted to any person under the Scheme since its adoption.

Directors

The Directors during the year ended 31 December 2014 and up to the
date of this report were:

Executive Directors

Mr. Zhang Jianhong (Chairman and Chief Executive Officer)
Mr. Fu Kwan

Mr. Liu Chuangi (President)

Mr. Cui Tongzheng (Vice President and Chief Financial Officer)
Dr. Wu Tao

Mr. Zhang Jian

Independent non-executive Directors (“INEDs”)

Mr. Ting Leung Huel, Stephen

Mr. Liu Yi (resigned on 14 August 2014)

Mr. Yue Rundong

Mr. Yang Xiaoyong (appointed on 14 August 2014)

Pursuant to Article 87(1) of the Company's articles of association, at each
of the annual general meeting, one third of the Directors for the time
being, or, if their number is not 3 or a multiple of 3, then the number
nearest to but not less than one- third, shall retire from office by rotation
provided that every Director shall be subject to retirement by rotation at
least once every 3 years. Mr. Fu Kwan, Mr. Liu Chuangi and Mr. Zhang Jian
will retire by rotation at the AGM and, being eligible, offer themselves for
re-election.
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Directors’ service contracts

None of the Directors proposal for re-election at the forthcoming
annual general meeting has entered or has proposed to enter into any
service contracts with the Company or any of its subsidiaries which is
not determinable by the Group within one year without payment of
compensation, other than statutory compensation.

Directors’ interests in contracts

No contract of significance, to which the Company, its fellow subsidiaries,
its subsidiaries or its holding company was a party and in which a Director
of the Company had a material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during the year.

Director’s rights to acquire shares

Other than as disclosed in the section headed “Share Options” in
this report, at no time during the year was the Company, its holding
company or any of its subsidiaries and fellow subsidiaries, a party to any
arrangement to enable the Directors, their respective spouse or minor
children to acquire benefit by means of the acquisition of Shares in, or
debentures of, the Company or any other body corporate.

Biographical details of Directors and senior
management

Brief biographical details of Directors of the Company and senior
management of the Group are set out on pages 23 to 28.

Remuneration of the Directors

The remuneration of each Director is determined with reference to the
duties, responsibilities, performance of the Directors and the results of the
Group.

Details of the remuneration of the Directors are set out in note 11 to the
financial statements.

Corporate governance practice

Details of the corporate governance practice of the Company are set out
on pages 44 to 60.
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R2014F12A31H  ARARIEFEREETHR
AERBEEZENBEALTRAARSHE
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MEARNR BRI RSOABAT
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Name of Director

EEtE

Nature of interest

EEEHE

Report of the Directors

Disclosure of interests

(a)

RERFKE
Mr. Zhang Jianhong

BELE

Mr. Fu Kwan

gEFELE
Mr. Liu Chuangi

ERBEE
Mr. Cui Tongzheng

REBL
Dr. Wu Tao

SRESEE
Mr. Zhang Jian

R0
Corporate interest!”
Btk

Beneficial interest

¥
Corporate interest?

hEERY
Corporate interest®
EnfEn
Beneficial interest

s s
RS
Corporate interest®
(=S WA T A
BEunfEm

Beneficial interest

EmiEn
Beneficial interest

EmiEm
Beneficial interest

Directors’ and chief executives’ interests and
short positions in the Shares, underlying Shares
and debentures
As at 31 December 2014, the interests or short positions of the
Directors and the chief executive of the Company and their
respective associates in the Shares, underlying Shares and
debentures of the Company or its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance
(the “SFO")) which were required to be notified to the Company
and the HKSE pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions which they were taken or
deemed to have taken under such provisions of the SFO) or which
were required, pursuant to Section 352 of the SFO, to be entered
in the register referred to therein, or which were required, pursuant
to the Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”) to be notified to the Company and the
HKSE were as follows:
R4 =% A8 BE HEBTRAE
BRAEAE BOL
Number of Shares or % of issued
underlying Shares share capital
166,551,273 (L) 7.86 (L)
20,447,636 (L) 097 (L
609,646,818 (L) 28.78 (L)
87,360,000 (L) 412 (L)
19,853,454 (L) 0.94 (L)
156,852,363 (L) 741 (L)
10,162,180 (L) 0.48.(L)
85,000 (L) 0.004 (L)
597,091 (L) 0.03 (L)
037
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(1 WBEIFRBAEKRE BRRERLTERE
Dongyue Team Limited# 2 B & » HU5R 55 A 4%
18 1A Dongyue Team Limited? A #9166,551273
PEBEAR () R R o

Q)  HERMDBEFEBRBERIREBR AT ([FEE
B ) EEdEE - M ER A g
¥REERAB ([FEBEX)2EHEE-
EMEERNERITREEES - M
TRA R RAREER AR (FIFE [AREA
BEARAA]) ([RAE]) REFLRESRIE
B75%81063% © I RADRIBEELER
B X E 4 E A 5335%%33330 %

@)  ZERHHAETRESE RSB HDongyue
Wealth Limited B 5 15 - RIBE F K & (&
1 2 5 £ 3 4R A Dongyue Wealth Limited$
5 #987,360,0000% P& 17 () HE B 2 o

4 REFFRPERAN ARERBLEER
A Dongyue Initiator Limited#) 2 S0 HE 25 - #U&
5t A 4R A FA Dongyue Initiator Limited$ & #Y
156,852 363MX AR 17 (L HE A e 2

B E XTI R & SN 1R20145F 124318 K
NABEFREBITHABRESEENHE
ABEER AR 2 A S E AR AEROAE (E& A
&5 RV E RGIEXVER) B B fn - ARRA A 1D
REEETHEATAREES RBE G
SEXVEPHRT7 K 8D BRA KNG AN A B X P
MmOk R (BRRIERERFRAEGIIAE
FAREREFERESEENERNAR)
KRR E 5 N B (R DI 352F A RC 810 7%
Pl E e MR IR B HRIBREST
AIEAE AR MR FTHEaE SORR ©

RESEEBERLE —ZF-NEFH

Notes:

1) Pursuant to the SFO, as Mr. Zhang Jianhong holds 100% interest in Dongyue
Team Limited, Mr. Zhang is deemed to be interested in the 166,551,273
Shares(L) held by Dongyue Team Limited.

) These Shares are directly held by Macro-Link International Investment Co.
Ltd. ("Macrolink International”) which in turn is wholly-owned by Macro-Link
Industrial Investment Limited (“Macrolink Industrial”). Macrolink Holding, a
company owned by Cheung Shek Investment Limited (the former name is
“Xi Zang Cheung Shek Investment Limited”) (‘Cheung Shek”) as to 75% and
by Mr. Fu Kwan as to 10.63%, respectively, wholly owned Macrolink Industrial.
In addition, Mr. Fu Kwan and Mrs. Xiao Wenhui directly own Cheung Shek as
10 53.35% and 33.33%, respectively.

(3) These Shares are directly held by Dongyue Wealth Limited which is wholly
owned by Mr. Liu Chuangi. Mr. Liu is deemed to be interested in the
87,360,000 Shares(L) held by Dongyue Wealth Limited under the SFO.

) Pursuant to the SFO, as Mr. Cui Tongzheng holds 100% interest in Dongyue
Initiator Limited, Mr. Cui is deemed to be interested in the 156,852,363
Shares(L) held by Dongyue Initiator Limited.

5) L: Long Position

Save as disclosed above, as at 31 December 2014, none of the
Directors or chief executive of the Company or their respective
associates had any interests or short positions in the Shares,
underlying Shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
SFO) which were required to be notified to the Company and the
HKSE pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which they were taken or deemed
to have taken under such provisions of the SFO) or which were
required, pursuant to section 352 of the SFO, to be entered in the
register referred to therein or which were required, pursuant to the
Model Code, to be notified to the Company and the HKSE.
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Substantial shareholders’ and other person’s
interests and short positions in the Shares,

underlying Shares and debentures

R2014F12A31H A RREFEREETT
BAEFA THAL (HIFEARANES
WEZBITHAER ) RAR BRI D s8R
DA N IR B 5 M B S 150155336
BT FENELMAXBEEELPE
1&BIEE XVER S 2 K 583 B AR AN B R A
EEIKE

RERERB BEME

Name of Shareholder Nature of interest

As at 31 December 2014, so far as is known to the Directors and the
chief executive of the Company, the following persons (not being
a Director or chief executive of the Company) had an interest or a
short position in the Shares or underlying Shares of the Company
as recorded in the register required to be kept under Section 336 of
the SFO or which would fall to be disclosed to the Company under
the provisions of Divisions 2 and 3 of Part XV of the SFO:

HEBTRAE
Bat

% of issued
share capital

B% 17 R AH BE

B4 EE

Number of shares or
underlying Shares

72 B B I 2
Macrolink International Beneficial interest™
MEME R BEERD
Macrolink Industrial Corporate interest™
TR AR RO
Macrolink Holding Corporate interest™
RO (R EEEA]) PERERD

Cheung Shek (the former name
is “Xi Zang Cheung Shek")

BXEut
Mrs. Xiao Wenhui

Corporate interest™
& $ER
Corporate interest™

B0
Beneficial interest?

Dongyue Team Limited
Dongyue Team Limited

2R
Beneficial interest®

Dongyue Initiator Limited
Dongyue Initiator Limited

B A -

()  ZEROEFEBERERSE  MTERE )
BAIREMEXRERHE M ER TR
ERITREERE  MAERERABRAR
BEEEDRIFA75%51063% ° UL KAD
BIREBE LA RE XELTHEEEGS335%%

3333%8 m

Q RESIHFRPEEO ARRERTER @)
A Dongyue Team Limited#) 2 ZB 4 25 * MK 5t
A W AR VB B Dongyue Team Limited T &
166,551,2730X A& (LAY HE 2 ©

B REBHEBEGHO BRERBEERE
Dongyue Initiator Limited#) 2 & 42 & + #0& %
A 1 18 E # 5 Dongyue Initiator LimitedFT 35 &
156,852, 3630 AR {3 (A HE &5 ©

s HE

@  LFE “)

039

Notes:

609,646,818 (L) 28.78 (L)
609,646,818 (L) 28.78 (L)
609,646,818 (L) 28.78 (L)
609,646,818 (L) 28.78 (L)
609,646,818 (L) 2878 (L)
166,551,273 (L) 7.86 (L)
156,852,363 (L) 741 (L)

These Shares are directly held by Macrolink International which in turn is
wholly-owned by Macrolink Industrial. Macrolink Holding, a company owned
by Cheung Shek as to 75% and by Mr. Fu Kwan as to 10.63%, respectively,
wholly owned Macrolink Industrial. In addition, Mr. Fu Kwan and Mrs. Xiao
Wenhui directly own Cheung Shek as to 53.35% and 33.33%, respectively.

Pursuant to the SFO, as Mr. Zhang Jianhong holds 100% interest in Dongyue
Team Limited, Mr. Zhang is deemed to be interested in the 166,551,273
Shares(L) held by Dongyue Team Limited.

Pursuant to the SFO, as Mr. Cui Tongzheng holds 100% interest in Dongyue
Initiator Limited, Mr. Cui is deemed to be interested in the 156,852,363
Shares(L) held by Dongyue Initiator Limited.

L: Long Position

Dongyue Group Limited Annual Report 2014
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(c)

R2014F 12831 HERAEEHME (0

Interests in other members of the Group as at 31

EARIKNER December 2014
EERNELQR
BRITRE
RABMELR B ZHBARNEERRER BEME AMEABES L
% of issued share
capital/registered
Name of the Name of substantial shareholder  Nature of capital of such
Company'’s subsidiary of such subsidiary interest subsidiary
WERREREM AR R IWREASHRMIRERRLRE  RF 16.78
(IRE#E])
Shandong Dongyue Fluo-Silicon Materials Shandong Hi Tech Investment Corporate 16.78
Co,, Ltd. ("Dongyue F&S") Co,, Ltd.
NEERERERIECTIARQF TRE R IEREBR AR NG| 49
Inner Mongolia Dongyue Peak Fluorine Chifeng Peak Copper Co, Ltd. Corporate 49
Chemicals Co,, Ltd.
REEABERR QA TR R EIMEBR NG NG 20
Chifeng HuaSheng Mining Co., Ltd. Chifeng Peak Copper Co,, Ltd. Corporate 20
RERTHEERR QA MEMEXRERRAA NG 40
(IREREEHEE]) (THEBEXIRE])
Dongying Dongyue Salt Co,, Ltd. Macro-Link Asset Investment Corporate 40
("Dongying Dongyue Salt”) Co,, Ltd.
("Macrolink Asset Investment”)
REREHMCIARAR MEMEXRE'
Dongying Dongyue Precision Chemicals Macrolink Asset Investment!
Co,, Ltd.
R & 30 S KL A BR A A W R eSO L TAR A A NG| 49
Shandong Dongyue Wenhe Fluorine Shandong Lai Wu Wen He Corporate 49

Chemicals Co., Ltd.

i :

Chemicals Co,, Ltd.

Note:

U]

FEREEXREF AR EREHE ¥ 140%E
HOMBERTEERAREREEALETE
PR A ) B 7504 75+ A A 5] BI 75 8 T 25%1E
moAl EMEXREMBERERERE
B TERA RRBIBI0%E L °

RESEEBERLE —ZF-NEFH

)

040

Macrolink Asset Investment is a 40% equity holder in Dongying Dongyue Salt
which, in turn, owns 75% of Dongying Dongyue Precision Chemicals Co, Ltd,
with the remaining 25% owned by the Company. Consequently, Macrolink
Asset Investment indirectly owns more than 10% of Dongying Dongyue
Precision Chemicals Co, Ltd.
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Report of the Directors

Saved as disclosed above, so far as is known to the Directors and the chief
executive of the Company, as at 31 December 2014, no other person
(other than the Directors or the chief executive of the Company) had
any interest or a short position in the Shares or underlying Shares of the
Company which would fall to be disclosed to the Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO, or who were, directly
or indirectly, interested in 10% or more of the nominal value of any class
of share capital carrying rights to vote in all at general meetings of any
other member of the Group.

Directors’ interests in competing business

During the year ended 31 December 2014, none of the Directors of the
Company was interested in any business which competes or is likely to
compete, either directly or indirectly, with the business of the Group.

Management contracts

No contract concerning the management and administration of the
whole or any substantial part of the business of the Group were entered
into or existed during the year.

Major suppliers and customers

The percentages of purchases and sales for the year attributable to the
Group's major suppliers and customers are as follows:

Purchases
- the largest supplier 9.63%
— five largest suppliers combined 35.12%
Sales
- the largest customer 1.74%
— five largest customers combined 6.62%

None of the Directors, their associates or any shareholder (which to the
knowledge of the Directors owns more than 5% of the Company's share
capital) had an interest in the major suppliers or customers noted above.
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Connected transactions

During the year, the Group had not entered into connected transactions
that are subject to be reported pursuant to Rule 14A.45 or 14A.63 of the
Rules Governing the Listing of Securities on the HKSE (the “Listing Rules”).

Details of the continuing connected transactions entered into by the
Group during the year ended 31 December 2014 not falling under Rule
14A.33 of the Listing Rules are set out below:
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Continuing connected transactions for the year 2014 Annual Cap Actual
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Note: The purpose of the DDS Agreement is for the purpose of the Group's production
of liquid alkali and chlorine (an essential intermediate raw material for the Group's
refrigerants, fluoropolymers and organic silicone production). Dongying Dongyue
Salt is a connected person by virtue of it being an associate of one of the Company's
executive Directors, Mr. Fu Kwan and an associate of the Company's substantial
shareholder, Macrolink International. Macrolink Asset Investment is held as to 80% by
Macrolink Holding and 20% by Cheung Shek.

On 31 December 2013, Dongyue F&S entered into the DDS Agreement with
Dongying Dongyue Selt for three years to 31 December 2016. Details of the DDS
Agreement are set out in the Company's announcement dated 31 December 2013.

The purchase price for the industrial salt payable by the Group shall be paid by means
of cheque or remittance with one month credit term and on normal commercial
terms which will be determined after arm'’s length negotiation between the parties
with reference to the then prevailing market price of industrial salt that is no less
favourable than that offered to independent third parties. There is no provision in
the DDS Agreement requiring the Group to exclusively source industrial salt from
Dongying Dongyue Salt.
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Report of the Directors

The aforesaid continuing connected transactions have been reviewed
by the INEDs. The INEDs confirmed that the aforesaid continuing
connected transaction were entered into (a) in the ordinary and usual
course of business of the Group; (b) either on normal commercial terms
or on terms no less favourable to the Group than terms available to or
from independent third parties; and (c) in accordance with the relevant
agreements governing them on terms that are fair and reasonable and in
the interests of the shareholders of the Company as a whole.

The Board engaged the auditors of the Company in respect of the
aforesaid continuing connected transactions. The auditors have reported
to the Board in accordance with Rule 14A.38 of the Listing Rules.

Sufficiency of public float

Based on the information that is publicly available to the Company and
within the knowledge of the Directors, as at the date of this report, the
Company has maintained sufficient public float of the issued shares of the
Company as required under the Listing Rules.

Auditors

Deloitte Touche Tohmatsu will retire as auditors of the Company and,
being eligible, offer themselves for re-appointment. A resolution for the
re-appointment of Deloitte Touche Tohmatsu as auditors of the Company
will be proposed at the AGM.

On behalf of the Board

Zhang Jianhong
Chairman

The People’s Republic of China, 13 March 2015
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The board of Directors (the “Board”) of Dongyue Group Limited (the
“Company”) recognizes their mission of creating values and maximizing
returns to the shareholders of the Company (the “Shareholders”), while
at the same time fulfilling their corporate responsibilities. To this end,
we strive to promote and uphold the highest standard of corporate
governance.

The Stock Exchange of Hong Kong Limited (the "HKSE") has promulgated
the Corporate Governance Code (the “Code”) which came into effect
for listed issuers’ first financial year commencing on or after 1 January
2005. Afterwards, the HKSE has made revision to the Code (the “Revised
Code") which becomes effective from 1 January and 1 April 2012 and
1 September 2013. The Board has completed the review of the Revised
Code. In order to continue to maintain high standard of corporate
governance, the Board ensures that, taking into account the prevailing
standards adopted by the Company and its own circumstances, the
Company can comply with the requirements as stipulated under the
Revised Code, by making the necessary disclosure, modification to the
various procedures and documentation.

The Board has reviewed the corporate governance practices of the
Company with the adoption and improvement of the various procedures
and documentation which are detailed in this report. To the best
knowledge and belief of the Directors, the Company has adopted and
complied with the code provisions of the Code and the Revised Code
during the year ended 31 December 2014 and up to the date of this
report, except for deviation regarding the roles of chairman and chief
executive officer, the details of which have been disclosed in the relevant
paragraphs below in this report.

The Board

The Board is responsible for leadership and control of the Company
and its subsidiaries (together the “Group”), and oversees the Group's
businesses, strategic direction and performance. The Board delegates
the authority and responsibility to the Group's management for the
management of the Group. In addition, the Board has also delegated
various responsibilities to the Board's Committees. The composition of
the Board is reviewed regularly to ensure that it has a good balance of
expertise, skills and experience which can meet the requirements of the
business of the Group.
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Corporate Governance Report

During the year ended 31 December 2014 and up to the date of this
report, except that Mr. Liu Yi resigned from his office as the Company’s
Independent Non-Executive Director with effect from 14 August
2014 and that Mr. Yang Xiaoyong was appointed as the Company’s
Independent Non-Executive Director with effect from the same date,
there was no change in the structure of the Board, which currently
comprises nine Directors and its composition is set out as follows:

Executive Directors (“EDs”):

Mr. Zhang Jianhong (Chairman and Chief Executive Officer)
Mr. Fu Kwan

Mr. Liu Chuangi (President)

Mr. Cui Tongzheng (Vice President and Chief Financial Officer)
Dr. Wu Tao

Mr. Zhang Jian

Independent non-executive Directors (“INEDs”):

Mr. Ting Leung Huel, Stephen
Mr. Yue Rundong
Mr. Yang Xiaoyong

The brief biographical details of the Directors are set out in the “Directors’
and Senior Management's Profile” section on pages 23 to 26 of this
annual report.

The Company has three INEDs representing one-third of the Board.
At least one of the INEDs has appropriate professional qualifications
or accounting or related financial management expertise pursuant to
Rule 3.10 of the Rules Governing the Listing of Securities on the HKSE
(the “Listing Rules”). The Board has received from each INED an annual
confirmation of his independence and considers that all the INEDs are
independent under the guidelines set out in Rule 3.13 of the Listing Rules.
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The Board meets regularly to discuss the overall strategy as well as the
operation and financial performance of the Group, and to review and
approve the Group's annual and interim results, as well as corporate
governance, financial, capital, remuneration and mergers and acquisition
matters. During the year under review, four Board meetings and an
annual general meeting ("AGM") were held. Apart from the AGM, no other
general meetings were held by the Company. The attendance of each
Director at the Board meetings and the AGM is set out as follows:

HE BT HERRE
EEEERRY BEREBR
Number of
Board meetings Attendance of
attended/held the AGM
HITES: EDs:

REBREA Mr. Zhang Jianhong 4/4 v
HE A Mr. Fu Kwan 2/4% 'S
REFEAE Mr. Liu Chuangi 4/4 v
FERESE A Mr. Cui Tongzheng 4/4 v
REEL Dr. Wu Tao 1/4 v
R AE Mr. Zhang Jian 4/4 v

BYFHTES: INEDs:
TRELA Mr. Ting Leung Huel, Stephen 4/4 v
2L AE Mr. Liu Yi 4/4 v
HERELE Mr. Yang Xiaoyong 0/4 X
ERREAE Mr. Yue Rundong 4/4 v
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= A ©
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*

Mr. Fu appointed certain individuals to attend the Board meetings on his behalf
during his absence.

During the year ended 31 December 2014, the Board has dealt with
matters covering mainly the Group's overall strategy, annual and interim
results, internal control, dividend policies, corporate governance, capital,
financial, remuneration and investment matters. The Board has delegated
the day-to-day operations of the Group to the senior management
under the supervision of the Board. In addition, on 12 December 2014,
the Chairman and all the INEDs met without the presence of other EDs
to exchange views on matters concerning the business development,
management and corporate governance of the Group.
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Corporate Governance Report

Board meetings are scheduled to be held at approximately quarterly
intervals and as required by business needs. At least 14 days' notice of
regular Board meetings (or reasonable notice for all other meetings) is
normally given to all Directors who are given an opportunity to include
matters for discussion in the agenda. The Company Secretary assists the
Chairman in preparing the agenda for meetings and ensures that all
applicable rules and regulations are complied with. The agenda and the
accompanying Board papers are normally sent to all Directors at least 3
days before the intended date of a Board meeting. All minutes are kept
by the Company Secretary and are open for inspection at any reasonable
time on reasonable notice by any Director.

In facilitating the Directors to discharge their responsibilities as stipulated
under the Listing Rules, starting from April 2012, the Directors have been
provided with monthly updates giving a balanced and understandable
assessment of the Group's performance, position and prospects in
sufficient detail and with appropriate insurance cover to protect them
from potential risks arising from legal actions against them while they
discharge their duties.

Directors’ continuous professional development

The Directors are briefed on the amendments to or updates on the
relevant laws, rules and regulations. In addition, the Directors are provided
with written materials to develop and refresh their professional skills.
On 23 May 2014, the Company organized for the Directors an in-house
workshop (the “Workshop”) on the Listing Rules.

According to the records maintained by the Company, the Directors
received the following training on continuous professional development
during the year under review:
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HITES: EDs:

REBREA Mr. Zhang Jianhong v v
HE A Mr. Fu Kwan v v
REFEAE Mr. Liu Chuangi v v
FERESE A Mr. Cui Tongzheng v v
REHET Dr. Wu Tao v v
R AE Mr. Zhang Jian v v
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Directors’ responsibilities in corporate governance

The Directors recognize the importance and their responsibilities for
maintaining a high standard of corporate governance. In this accord,
during the year under review, the Board has established a corporate
governance committee which is responsible for, among others, reviewing
the Company'’s policies and practices on corporate governance and the
Company's compliance with the Code and the Revised Code and the
relevant disclosure in this report.

More details are set out under the relevant paragraphs of the section
headed “Corporate Governance Committee” of this report.
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Corporate Governance Report

Directors’ securities transactions

The Company has adopted a code of conduct regarding securities
transactions by Directors on terms no less exacting than the required
standard set out in the Model Code for Securities Transactions by
Directors of Listed Issuers set out in Appendix 10 of the Listing Rules.
Having made specific enquiry of all Directors, all Directors confirmed they
have complied with the required standard set out in the code of conduct
regarding securities transactions by Directors adopted by the Company.

Roles of chairman and chief executive officer

Code A.2.1 of the Code stipulates that the roles of chairman and chief
executive officer should be separate and should not be performed by
the same individual. Mr. Zhang Jianhong is both the Chairman and Chief
Executive Officer of the Company. The Board believes that vesting the
roles of both Chairman and Chief Executive Officer in the same position
provides the Group with stronger and more consistent leadership and
allows for more effective planning. Further, the Board considers that this
structure will not impair the balance of power, which has been closely
monitored by the Board, which comprises experienced and high caliber
individuals. The Board has full confidence in Mr. Zhang and believes that
the current arrangement is beneficial to the business prospect of the
Group.

Appointment and re-election of Directors

The appointment of new Director(s) and other related matters have
been delegated to the Company’s Nomination Committee, which would
make recommendations to the Board on relevant matters including the
appointment or reappointment of the Directors of the Company. The
Board considers that the new Director(s) is expected to have expertise in
relevant area to make contribution to the Company and to have sufficient
time to participate in the decision making process of the Company.

The EDs of the Company did not enter into service contracts with the
Company. However, each of the INEDs signed a letter of appointment
with the Company for a term of approximately two years commencing
from 1 January 2014 and 14 August 2014.

Pursuant to the Company'’s articles of association (the “Articles”), one-third
of the Directors for the time being (or if the number is not a multiple of
three, then the number nearest to but not less than one-third) shall retire
from office by rotation at each AGM in accordance with the provisions
of the Articles. Accordingly, all Directors shall be subject to retirement by
rotation and re-election at AGM under the Articles.
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Board committees

The Board has established a Remuneration Committee, an Audit
Committee, a Nomination Committee and a Corporate Governance
Committee, each of which has its specific written terms of reference,
which have been available on the Company’s and the HKSE's websites,
and is chaired by INEDs (except the Nomination Committee and the
Corporate Governance Committee). To further enhance independence, all
the committees (except the Corporate Governance Committee) include a
majority of INEDs.

Remuneration committee

The Remuneration Committee comprises the Company’s two INEDs
and one ED, namely, Mr. Liu Yi or Mr. Yang Xiaoyong after 14 August

4 (being the Chairman of the Committee), Mr. Ting Leung Huel,
Stephen and Mr. Zhang Jianhong. The written terms of reference of the
Remuneration Committee cover, among other things, the review of the
Group's policy and structure for the remuneration for all the Directors and
senior management of the Group, the approval of the remuneration for
all the EDs and senior management of the Group, including the granting
of share options to the Group's employees and the EDs under the
Company's Share Option Scheme, and the recommendation to the Board
for the remuneration for the INEDs.

During the year ended 31 December 2014, one meeting of the
Remuneration Committee was held. The attendance of each member is
set out as follows:

HE BITEEE
BERRE

Number of

Committee meeting
attended/held member:

ZEEHE: Committee member:
BEB LA (R2014F8F14HE1E) M Yang Xiaoyong (appointed on 14 August 2014) 0/1
BB A (FR2014F8 A 148 B E) Mr. Liu Vi (resigned on 14 August 2014) /1
TREXSE Mr. Ting Leung Huel, Stephen 1/1
SRR A Mr. Zhang Jianhong 11
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During the meetings, the remuneration of the EDs and the Group's
senior management for the financial year ended 31 December 2013
was approved. In addition, the members discussed and reviewed the
remuneration for the Directors and the Group's senior management and
the Group's remuneration related matters.

In addition, certain matters relating to the recommendation of the
remuneration of the INED appointed during the year were approved
by written resolutions signed by the members of the Remuneration
Committee.

The remuneration of the members of the senior management by band for
the year ended 31 December 2014 is set out below:

A

Number of persons

1,000,0017T £2,000,0007T
2,000,0017T £ 3,000,0007T
4,000,0017T £5,000,0007T

BiE ETRBMEeBTHRENEBREEHI R
AAL = 5 BE B Ay — SR I5 S B 5 ik b
11120

BEREES

ERZESRARF=ZEBBIIENTES D7
ABTREBAE (ZECXFE ABAETEER
REETRVHEIRAEEEND)  BIELE (3K
HEEB LA (2014F8 14818 ) ) ME BRI LA
B o

ERZBENIERARENARRFHRLEKAR
Y FEERERER LR ESTSRMEZ
ERER REE EFZERRBRINESZEAER
EEgRMESNAMESINEZEE M S MR
B - BEZZEENAREHNASENNT K
WAEF R N EREEAE B E - WL BR A

1,000,001 to 2,000,000 1
2,000,001 to 3,000,000 2
4,000,001 to 5,000,000 1

Further particulars regarding Directors’ remuneration and the five highest
paid employees as required to be disclosed pursuant to Appendix
16 to the Listing Rules are set out in notes 11 and 12 to the financial
statements.

Audit committee

The Audit Committee comprises the Company’s three INEDs, namely, Mr.
Ting Leung Huel, Stephen (being the Chairman of the Committee with
appropriate professional qualification or accounting or related financial
management expertise), Mr. Liu Yi (or Mr. Yang Xiaoyong after 14 August
2014) and Mr. Yue Rundong.

The primary duties of the Audit Committee are to review the Company's
annual reports and accounts, half-yearly reports and accounts and
to provide advice and comments thereon to the Board, to make
recommendation to the Board on the appointment, re-appointment
and removal of external auditors and to approve the remuneration and
terms of engagement of the external auditors. The Audit Committee is
also responsible for reviewing the financial reporting process and internal
control system of the Group and to give suggestions in these regards.
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The Audit Committee held three meetings during the year ended 31
December 2014 and the attendance of each member is set out as follows:

HE BITERE
2ERE

Number of
Committee meeting

attended/held
ZEBEgHE: Committee member:
TRBEAE Mr. Ting Leung Huel, Stephen 3/3
BB E (FR2014F8 A 14H BHE) Mr. Liu i (resigned on 14 August 2014) 3/3
HEEB A (FR2014F8A14HEZ1E)  Mr Yang Xiaoyong (appointed on 14 August 2014) 0/3
EEREE Mr. Yue Rundong 3/3

ZAN/N ﬂ@\\ﬂﬂ?%lﬁﬂi&li%@ﬁf‘%%ﬂ ABTEH
s

2ANBIEREERITHE:
EEﬁMTxﬁiﬁ

MAEBREZ2013F12 8318 IEFE BT
BHRERBHABZAIICH:

A REMEZIE  AREE - BREE
KT HREEIE  BREINES é% /Al
BHERPHBRE  RERBENEER

H .
=

B SNEAZ BB L 2013512 A31 B 1EBF
BEEREEZIIFEZRENINE R E
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KB - LT AR B N B R 75 HR 3R AR E 5T
MEE-

AN 20151 A13E BER LT EeRAEEE
FE2014F1N2A3H IETBRFENTERENOEZ
BN AT E TR AR - EREE SR
2015F313HEE R ERTTE R UBHAEE
R e ER R ER W ABAIEIE K
PERNEE SREENAEBEZ2014F12
A3HEFENFEEE AETEREESE
HE e o

REEEBERLE —ZF-NEFH

The external auditors of the Company and the related management of
the Group also attended these meetings.

During the meetings held in the financial year ended 31 December 2014,
the Audit Committee has performed the works which are set out as
follows:

perform pre-audit meeting in respect of the financial statements of
the Group for the year ended 31 December 2013

discuss and review auditing, internal controls, risk management
and financial reporting matters including the review of the annual/
interim reports, accounts and the related results announcements,
before recommending them to the Board for approval;

approve the remuneration for the audit and non-audit services
provided by the external auditors and its relevant terms of
engagement in respect of the financial year ended 31 December
2013; and

review the external audit findings, the accounting principles and
practices adopted by the Group, the Listing Rules and statutory
compliance in relation to the financial reporting.

In addition, on 13 January 2015, the Audit Committee conducted pre-
audit meeting with the external auditors in respect of the audit of
the financial statements of the Group for the financial year ended 31
December 2014. The Audit Committee also met with the management

13 March 2015 to review the accounting standards and practices
adopted by the Group and to discuss matters regarding internal control
and financial reporting including the review of the Group's annual results
for the year ended 31 December 2014 before proposing to the Board for
approval.
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Nomination committee

The Company established a Nomination Committee with written terms
of reference on 18 March 2012 to be responsible for the appointment
of new Director(s) of the Company and other related matters. Mr. Zhang
Jianhong was appointed as the chairman of the Nomination Committee
and Mr. Ting Leung Huel, Stephen and Mr. Liu Yi (or Mr. Yang Xiaoyong
after 14 August 2014) were appointed as the members of the Nomination
Committee. The primary duties of the Nomination Committee are
to review the structure, size and composition (including the skills,
knowledge, experience and diversity) of the Board, to identify individuals
suitably qualified to become members of the Board, to assess the
independence of the INEDs, to review the policy (the "Policy”) concerning
the diversity of the Board and the measurable objectives that the Board
has adopted for implementing the Policy and to make the relevant
disclosure on the progress of achieving those objectives in the corporate
governance report of the Company.

The Nomination Committee held two meetings during the year ended 31
December 2014 and the attendance of each member is set out as follows:

HE BITEES
SRRE
Number of
Committee meeting
attended/held

ZEBEgHE: Committee member:
RERFE Mr. Zhang Jianhong 2/2
TRBEA Mr. Ting Leung Huel, Stephen 2/2
Bk E Mr. Liu i (resigned on 14 August 2014) 1/2

(7R20145F8 A 14 BHE)

BB L AL Mr. Yang Xiaoyong (appointed on 14 August 2014) 1/2

(M2014F8 F14B EZL )

REeRPE ZEEXEIR TESSNERA
MEE YHERESSELERZEARES
HWETEFEZ L ERRIEFTSRERBRE
RO AIGTE B IEMEE  INERN T BT
EEMBEIE-

AN BREBUNTEFEHRIETEREDE

RREZBesBRERBZEMRERILE

During the meetings, the members discussed matters relating to the
composition of the Board and make recommendation thereon to the
Board for consideration, the approval of the Policy for the diversity of
the Board, the recommendation of the measurable objectives that the
Board should adopt for implementing the Policy as well as reviewed the
independence of the INEDs.

In addition, certain matters relating to the appointment of the INED
during the year were approved by written resolutions signed by the
members of the Nomination Committee.
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In addition, during the year ended 31 December 2014, the Board
approved the Policy for the diversity of the Board. A summary of the Policy
is set out as follows:

A.

Policy Statement

The Company recognizes and embraces the benefits of having a
diverse Board. A truly diverse Board will include and make good
use of differences in the skills, regional and industry experience,
background, race, gender and other qualities of Directors. These
differences will be taken into account in determining the optimum
composition of the Board. All Board appointments will be based on
meritocracy, and candidates will be considered against objective
criteria, having due regard for the benefits of diversity of the Board.

Measurable Objectives

1. The Nomination Committee will discuss and agree annually
measurable objectives for implementing diversity on the
Board and recommend to the Board for adoption.

2. The Company aims to build and maintain a Board with
a diversity of Directors, in terms of skills, experiences,
knowledge, expertise, culture, independence, age and
gender.

Monitoring and Reporting

1. The Nomination Committee will report annually, in the
Corporate Governance Report, on the Board’s composition
under diversified perspectives, and monitor the
implementation of the Policy.

2. A summary of the Policy, together with the measurable
objectives set for implementing the Policy and the progress
made towards achieving those objectives will be disclosed in
the Corporate Governance Report.

Review of the Policy
The Nomination Committee will review the Policy, as appropriate,
and recommend any proposed changes to the Board for approval.

The Board has adopted the following measurable objectives during the
year ended 31 December 2014:

Inclusion of candidates for Board members with overseas academic,
research or working experience (outside of PRC);
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ensuring that there is no limitation on gender on selection of
Directors; and

inclusion of candidates for Board members with working
experience in other industries.

During the year, the Board achieved the above measurable objectives
by which the Board had included both male and female candidates with
overseas academic, research or working experience in other industries in
the selection of INEDs.

Corporate Governance Committee

The Company established a Corporate Governance Committee
with terms of reference on 21 March 2013. Mr. Zhang Jianhong was
appointed as the chairman of the Corporate Governance Committee
and Mr. Liu Chuangi and Dr. Wu Tao were appointed as the members
of the Corporate Governance Committee. The primary duties of the
Corporate Governance Committee are to develop and review policies and
practices on corporate governance and make recommendations to the
Board, to review and monitor the training and continuous professional
development of Directors, to review and monitor policies and practices
on compliance with legal and regulatory requirements and to review the
compliance with the Code and the Revised Code and disclosure in the
Corporate Governance Reports.

The Corporate Governance Committee held one meeting. The attendance
of each member is set out as follows:

SRLERBR
Attendance of
the meeting

ZEEME: Committee member:
REBREA Mr. Zhang Jianhong v
2MEHFEE Mr. Liu Chuangi v
REEL Dr. Wu Tao v
ReRHE ZEeKEBNRUEREEERR During the meeting, the members discussed and reviewed matters

CREARRLRELANEBEEE EFNEIL
FERXERR URALEEARE ZBEH
ZEENBEHAEZTIRMN-

relating to the Company'’s policies and practices on corporate
governance, the training and continuous professional development
of Directors, and this Corporate Governance Report, which was
recommended by the Committee’s members for adoption by the Board.
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Respective responsibilities of Directors and
external auditors

The Directors are responsible for the preparation of the financial
statements, which give a true and fair view of the state of affairs of the
Group and of the Group's results and cash flows. The external auditors
are responsible to form an independent opinion, based on the audit, on
the financial statements prepared by the Directors and report the opinion
solely to the members of the Company as a body and for no other
purpose.

Internal control

The Board has overall responsibility for maintaining the soundness
and effectiveness of the internal control system and risk management
procedures of the Group, including setting a management structure
and its terms of reference to ensure efficient and effective use of the
Group's resources to assist the Group in achieving its operation objectives,
safeguarding the Group's assets against any unauthorized use or disposal
and ensuring an appropriate maintenance of according records and the
availability of reliable financial information for internal use or external

release.

The Audit Committee assisted the Board in discharging its responsibilities
for maintaining an effective system of internal controls on the Group’s
business and financial operations. The Audit Committee completed
the annual review of the Group's internal control evaluations in respect
of the financial year ended 31 December 2014 through a professional
accounting firm, which mainly covered certain of the Group'’s business
and financial operations and followed up the Group’s major control
weaknesses in respect of the previous year. No major issues but areas
of improvement have been identified. All recommendations from the
professional accounting firm will be properly followed up to ensure that
they are implemented within a reasonable period to time.
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External auditor’s remuneration

For the year ended 31 December 2014, the total remuneration for
the audit services provided by the external auditors amounted to
approximately RMB1,525,000.

For the year ended 31 December 2014, the total remuneration for
the permissible non-audit services provided by the external auditors
amounted to approximately RMB625,000, analyzed into (1) RMB455,000
for the review of the interim financial report of the Group for the six
months period ended 30 June 2014, and (2) RMB170,000 for the review of
the internal control evaluations for the year ended 31 December 2014.

The re-appointment of Deloitte Touche Tohmatsu as auditors of the
Company has been recommended by the Audit Committee and
endorsed by the Board and is subject to approval by the Shareholders at
the forthcoming AGM.

Shareholders’ rights

Procedures for the Shareholders to convene
extraordinary general meetings (“"EGM”)

Pursuant to the Articles, one or more registered Shareholders holding
not less than one-tenth (10%) of the paid up capital of the Company (the
"EGM Requisitionists”) carrying right of voting at the general meetings
can deposit a written requisition to convene an EGM to the Board or the
Company Secretary at the registered office, which is presently situated
at Floor 4, Willow House, Cricket Square, PO. Box 2804, Grand Cayman,
KY1-1112, Cayman Islands, or its office in Hong Kong, which is presently
situated at Unit 02, 15/F, AXA Centre, 151 Gloucester Road, Wanchai,
Hong Kong. The EGM Requisitionists must state in their requisition the
businesses of the EGM to be transacted and such requisition must be
signed by all the EGM Requisitionists.

Promptly after confirmation that the EGM Requisitionists’ requisition is
in order, the Company Secretary will arrange with the Board to convene
the EGM by serving sufficient notice to all the registered Shareholders in
accordance with all the relevant statutory requirements. According to the
Articles, the EGM shall be held within two months after the deposit, of
the requisition. If within twenty-one days of the deposit of the requisition,
the Board fails to proceed to convene the EGM, the EGM Requisitionists
may do so in the same manner, and all reasonable expenses incurred by
them as a result of failure of the Board shall be reimbursed to the EGM
Requisitionists by the Company.
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Procedures for the Shareholders to put forward
proposals at a general meeting

To put forward proposals at AGM or EGM, the Shareholders should submit
a written notice of those proposals with their detailed contact information
to the Board or the Company Secretary at Unit 02, 15/F, AXA Center, 151
Gloucester Road, Wanchai, Hong Kong. The request will be verified and
upon confirmation that the request is proper and in order, the Company
Secretary will request the Board to include the resolution in the agenda
for the general meeting.

The notice period to be given to all the Shareholders for consideration of
the proposal raised by the Shareholders concerned at AGM or SGM varies
according to the nature of the proposal, as follows:

At least 14 clear days’ notice in writing if the proposal constitutes
an ordinary resolution of the Company in EGM

At least 21 clear days' notice in writing if the proposal constitutes a
special resolution of the Company in EGM or an ordinary or special
resolution of the Company in AGM

Procedures for the Shareholders to propose a person
for election as a Director

As regards the procedures for proposing a person for election as a
Director, please refer to the procedures made available on the Company’s
website www.dongyuechem.com.
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Procedures for directing Shareholders’ enquiries to the
Board

Shareholders may at any time send their enquiries and concerns to the
Board in writing through the Company Secretary whose contact details
are as follows:

Unit 02, 15/F

AXA Centre,

151 Gloucester Road

Wanchai, Hong Kong

Fax: 852-3529-1009

Email: dennisng1805@gmail.com

Shareholders may also make enquiries with the Board at any general
meetings of the Company.

Investor relations
Communication channels

In order to develop and maintain continuing relationships with the
Shareholders, the Company has established various channels to facilitate
and enhance communication:

the AGM provides a forum for the Shareholders to raise comments
and exchange views with the Board; and

updated key information of the Group is available on the
Company's website to enable the Shareholders and the investor
community to have timely access to information about the Group.

The Chairman and the Directors (including the chairmen and/or the
members of the various Board Committees) are available at AGM to
answer questions raised by the Shareholders.
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KARERXHNER Change in the constitutional documents of the
Company

REBEFEREEARE B RARER XM During the year under review and up to the date of this report, there has

W AT # B o been no change in the constitutional documents of the Company.

REEEE On behalf of the Board

£ Zhang Jianhong

RER Chairman

REE ARERME - 2015438130 The People’s Republic of China, 13 March 2015
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Independent Auditor’s Report

TO THE MEMBERS OF DONGYUE GROUP LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Dongyue
Group Limited (the “Company”) and its subsidiaries (collectively referred
to as the “Group”) set out on pages 63 to 179, which comprise the
consolidated statement of financial position as at 31 December 2014, and
the consolidated statement of profit or loss and other comprehensive
income, consolidated statement of changes in equity and consolidated
statement of cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory information.

Directors’ responsibility for the consolidated
financial statements

The directors of the Company are responsible for the preparation of
consolidated financial statements that give a true and fair view in
accordance with International Financial Reporting Standards 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.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit and to report our opinion solely to you,
as a body, in accordance with our agreed terms of 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 judgment, 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 consolidated 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.

Opinion

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

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

13 March 2015

062



4= A 4SS
PN

S M EAth 2 WA R R

=

Consolidated Statement of Profit or Loss and Other Comprehensive Income

BHZE2014F12A3BLEEFE
For the year ended 31 December 2014

201445 20134F
B 5 AR®Tx ARET T
2014 2013
Notes RMB’000 RMB'000
Wz Revenue 6 7,599,696 6,782,814
$HE AR Cost of sales (6,383,611) (5,686,752)
E7 Gross profit 1,216,085 1,096,062
H A Other income 7 290,501 178,186
DN EERY Distribution and selling expenses (251,209) (253,976)
THBR X Administrative expenses (289,791) (298,483)
MREFAERS Research and development expenses (73,398) (71,668)
A& A AR Finance costs 8 (201,441) (89,065)
iR lap N Share of results of associates 283 445
B 54 AT 8 Profit before tax 691,030 561,501
FTiSFifM X Income tax expense 9 (194,034) (124,275)
FREF M2 EWALLEE  Profit and total comprehensive
income for the year 10 496,996 437,226
5% 75 G m A & Profit and total comprehensive
2EKA (FX) 4858 income (expense) attributable to:
KARHEE A Owners of the Company 483,276 465,898
Bl il il & Non-controlling interests 13,720 (28,672)
496,996 437,226
Bl Z 7 Earnings per share 13
ER(AR®ETT) Basic (RMB) 0.23 0.22
#E (AR Diluted (RMB) 0.23 0.22
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Consolidated Statement of Financial Position

®2014%12A318
At 31 December 2014

20144 20134
B 5 AR TR ARBT T
2014 2013
Notes RMB’000 RMB'000
IRBEE Non-current assets
Y% s R B Property, plant and equipment 15 4,456,865 4,494,015
HBEYE HBER Prepayments for purchase of property,

B AN E O plant and equipment 28,333 54,556
SEL D pab:ikic e Prepayments for land lease - 367
ENES Prepaid lease payments 16 482,254 562,117
B EE Intangible assets 17 169,110 179,241
REEE N AR = Interests in associates 18 1,822 17,038
AHEERE Available-for-sale investments 19 1,195,283 195,283
BT IBE E Deferred tax assets 20 159,473 166,451
B Goodwill 21 85,894 85,894

6,579,034 5,754,962
REEE Current assets
rE Inventories 22 799,861 700,054
e Properties for sale 23 804,389 569,488
ENES Prepaid lease payments 16 13,441 15,272
JEMWBRE N R A fEULGRIE  Trade and other receivables 24 1,906,478 1,218,239
ZEER Entrusted loans 25 370,000 425,000
B FRITER Pledged bank deposits 26 185,145 106,320
RITHEB NS Bank balances and cash 26 1,345,212 1,243,296

5,424,526 4,277,669
REEE Current liabilities
JESBRFA N H A FEAFFRIE  Trade and other payables 27(@) 1,972,619 1,604,381
RETEEMEZIES Deposits from pre-sale of properties 27(b) 539,550 438,784
B Borrowings 28 1,390,437 866,474
MIEBE Tax liabilities 14,716 16,736
IEFEWA Deferred income 29 10,623 12,797

3,927,945 2,939,172
REEEFE Net current assets 1,496,581 1,338,497
HEERMBARS Total assets less current liabilities 8,075,615 7,093,459

REEEERAR —Z-NFFR 064



e MBI R

Consolidated Statement of Financial Position
2014512 A31H8

At 31 December 2014

20144 20134
B 5 ARET ARETFIT
2014 2013
Notes RMB'000 RMB'000
EXK#1E Capital and reserves
&% A Share capital 30 200,922 201,013
R Reserves 5,439,885 5,065,336
RNATHER NG Equity attributable to the owners of
the Company 5,640,807 5,266,349
FEVERR AR R A 2 Non-controlling interests 256,997 243,979
R Total equity 5,897,804 5,510,828
kRBEB Non-current liabilities
PEIEU A Deferred income 29 234,422 246,377
R IEEE Deferred tax liabilities 20 57,302 50,164
BE Borrowings 28 1,886,087 1,286,090
2,177,811 1,582,631
8,075,615 7,093,459

F3R179E NG BRI FLEEZTEM2015%3  The consolidated financial statements on pages 63 to 179 were approved
RA13R#bERSETE  WHTIATRERES: and authorised for issue by the Board of Directors on 13 March 2015 and
are signed on its behalf by:

RER ER K
Zhang Jianhong Cui Tongzheng
EE EE
DIRECTOR DIRECTOR
065
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Consolidated Statement of Changes in Equity

B ZE20146F12H31H IEFE
For the year ended 31 December 2014

ARTREARE
Attributable to owners of the Company
BhE RS #ER
BE  REEE BE AFEE KAER i REEA B RREE it
ARETT ARETT ARETT ARETT ARETR ARETn ARETn ARETT ARETR ARETR
(W) (W) (M)
Share Statutory Non-
Share Share option Merger Capital ~ surplus  Retained controlling
capital  premium reserve eserve reserve reserve  eamings Total ~interests Total
RMB000 RMB000 RMB000 RMBO00 RMBO00 RMBO00 RMBO00 RMBO000 RMBO000 RMBO000
(Note 3] (Note b) (Note ¢)
N3EIR1RES Balance at 1 January 2013 01,111 1238838 270825 (32210) 101,098 627139 2541514 4948315 W43 5206858
EREHRZERA (RX)4E Profit and total comprehensive income expense)
for the year - - - - - 46589 4658% (28672) 8126
gg Tenster - - - - S ] - - -

#Hxﬁxﬁ ERiLE Capital contribution from non-controlling interests - - - - - - - - 4000 4000

BREERRRERRS Dividends paic to non-controling inteests - - - - - - - - 989) 989)
Bt (He) Dividends paid (note 14) - - - - - - (949 (94w - (948

BAREEE 2 NBRAENTE Recognition o equity-etted shared-based payments - ) - - - 1) 1))

BEREERE (H0) Shares repurchased and cancelled (note 30) o8 (80 - - - - - (28%) - (28%)

WBENANALE Balance at 31 December 2013 201013 1,236,038 345,787 (32210 101,008 699,065 2,716,058 5,266,849 243979 5510828

EREHRZENALE Profit and totel comprehensive income for the year - - - - - - AB6 436 1370 4969%

gg Teansfer - - - - - m (1729 - - -

#Hxﬁxﬁ ERiLE Capital contribution from non-controlling interests - - - - - - - - 1,400 1400

BREERRRERRS Dividends paic to non-controling inteests - - - - - - - - 2100 (102
Bt (He) Dividends paid (note 14) - - - - - -3 (143315 - (315)

BAREEE 2 NBRAENTE Recognition o equity-etted shared-based payments - 1)) - - - 31 - 35

BEREEHRE (H3E30) Shares repurchased and cancelled (note 30) o) (4 - - - - - 53 -5

WENANALE Balance at 31 December 2014 200922 1,2335% 382319 (32210 101,008 716317 3,038767 5,640,807 256997 5,897,804

Bt - Notes:

@  AHFEERER2006FTHRAEBEAE - @) Merger reserve arose in group reorganisation completed in 2006.

()  P2007F11 168 - R ABIEEEFRERTER ()  On 16 November 2007, the Company repurchased all of the 275,000,000 previously
E{B0.12E 7T ) & 38 1% 275,000,0008% + 7% 55 [0 X @ issued ordinary shares of US$0.1 each and these repurchased ordinary shares were
MREEZEZBNAAEEBREITRA—GFEdH- cancelled with all of the authorised but unissued share capital as of that date. On
[ B - #1%35%4,000,000,0000% B I EE0. BT R E 8 the same date, the authorised share capital was increased to HK$400,000,000 by
B% - 15 5K TE B 2N 2 Z2400,000,0007% TT © 7420074511 A 15 the creation of 4,000,000,000 new ordinary shares of HK$0.1 each. 275,000,000 new
B - [\ 25 B % 3R 2% 7275,000,0008% & B 1 {E0.1738 7T A9 ordinary shares of HK$0.1 each were then issued to the shareholders existing on 15

FLmER - BESERE BB ITHREAENRERERE November 2007. The excess of the repurchased amount over the nominal amount of
FTABARGHE - new shares issued was credited directly to the capital reserve.
BN A FEPR AR I B UL B sE S iR T R A ER R g The acquisitions of additional interest from non-controlling shareholders of
BREREROR S B EENBBITEHEEE subsidiaries were recognised as transactions with non-controlling interests and the
REAREEHIR 8- corresponding discount/premium were credited/debited directly against capital
reserve.

© BEPEARLMBE ([FE]) (REIE) kA © In accordance with the Company Law of People’s Republic of China (‘PRC") and the
BERMA AR BT EME A REBEERIBES relevant Articles of Association, the PRC subsidiaries of the Company are required
Bt ERIE TR ZREFN0%MNEE SEEAE to appropriate amount equal to 10% of their profit after taxation as determined in
TR ERHEE accordance with the PRC accounting standards to the statutory surplus reserve.
EERBEEAREERN—H  BHAMREDE Statutory surplus reserve is part of shareholders’ equity and when its balance reaches
B R EME AR50%H &R - I BE#E— DD - $E}J§EP an amount equal to 50% of the registered capital, further appropriation is not
(RRVE) EERSEER BIEERBEEE required. According to the Company Law of the PRC, statutory surplus reserve may
WA REEESK AR BT I INE AR be used to make up past losses, to increase production and business operations or to

increase capital by means of conversion.
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Consolidated Statement of Cash Flows

BHZE2014F12A3BLEEFE
For the year ended 31 December 2014

20145 2013
i AR¥TR AR®T T
2014 2013
Notes RMB'000 RMB'000
REED OPERATING ACTIVITIES
BR 25t BT A Profit before tax 691,030 561,501
FEIFR - Adjustments for:
BMEXRA Finance costs 201,441 89,065
FEWA Interest income (233,787) (110,657)
B AR Realisation of deferred income (23,266) (12,384)
TR E W AR SR (& Recognition of impairment on
trade receivables (139) 11
IE R H Depreciation and amortisation 688,950 561,195
BOEMHES Release of prepaid lease payments 12,952 12,869
PRiEEE 2 ARSI Equity-settled share-based payment
expenses 36,532 74,962
WREFE Write-down of inventories 15,253 5,890
EIK AN E Share of results of associates (283) (445)
AEHHERE 2R EBWA Dividend income from available-for-sale
investments (2,535) (5,302)
HE—REE DRz M Gain on disposal of an associate 18 (36) -
HEME KB RREBEEHE Loss on disposals of property, plant
and equipment 26,733 1,138
LEECEHA 2 Operating cash flows before movements in
KREReRE working capital 1,412,845 1,177,943
FEEM Increase in inventories (115,060) (100,706)
JEM B S R E b e U 5K BB Decrease in trade and other receivables (698,100) (179,350)
EHEREZERMERLIN  Increase in properties under development
for sale (161,435) (169,666)
SRR S R A B FRIBIE AN Increase in trade and other payables 354,498 152,752
REFEWME 2 IBZSIENM Increase in deposits from pre-sale of
properties 100,766 438,784
TRIEU AL AN Increase in deferred income 9,137 29,402
REMBRE Cash generated from operations 902,651 1,349,159
BN AEHRIEDH Income taxes and withholding tax paid (181,938) (234,829)
REZHHMBRETFH NET CASH FROM OPERATING ACTIVITIES 720,713 1,114,330
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Consolidated Statement of Cash Flows

HZE2014F 128318 IEFE

For the year ended 31 December 2014

20145 20134
B sE AR¥ETR ARET T
2014 2013
Notes RMB’000 RMB'000
REEH INVESTING ACTIVITIES
MEZHREZTER Entrusted loans to third parties (1,078,500) (1,383,728)
BEAHLERE Purchase of available-for-sale investments (1,000,000) (77,105)
BEYWE. T%%%&%&Lﬁ Purchase of property, plant and equipment (635,218) (561,486)
e &R RITE N Placement of pledged bank deposits (269,150) (138212)
Y EMLES Payment for prepaid land lease (4,357) (168,388)
ﬁ%ﬁﬁﬁ/ BE Purchase of intangible assets (1,254) (3,881)
F=FREZIER Repayment of entrusted loans from
third parties 1,133,500 1,358,728
BHA R Interest received 233,787 110,657
FREERRITER Proceeds from release of pledged bank
P15 3008 deposits 190,325 108,962
W& — RS A TG RE Proceeds from disposal of an associate 18 15,089 =
EE M B A R EIEAR AR R Repayment from non-controlling
shareholders of subsidiaries 10,000 -
HEWE  HER KRB TS EUE Proceeds from disposals of
property, plant and equipment 3,142 1,927
A EREREKA Dividend income from
available-for-sale investments 2,535 5,302
BUEE QR R E Dividends received from associates 446 =
ml— %i“%iYTié Capital contribution to an associate - (15,000)
WE—RH B AR Acquisition of a subsidiary 32 - (550,294)
REZEFMARSFE NET CASH USED IN INVESTING
ACTIVITIES (1,399,655) (1,312,518)
BMEEE FINANCING ACTIVITIES
BB HIE Proceeds from borrowings 2,846,240 1,124,450
EBEEE Repayment of borrowings (1,722,280) (1,006,634)
BARA A Interest paid (196,550) (130,842)
ERRE Dividends paid (143,315) (219,428)
BB & R SH AR 19 Shares repurchased and cancelled (2,535) (2,898)
B IR 34 Hﬁﬂxﬁﬂé = Dividends paid to non-controlling interests (2,102) (9,892)
FEERBR R ST E Capital contribution from non-controlling
interests 1,400 4,000
BMETEHFE (FTA) RS F8E NET CASH FROM (USED IN) FINANCING
ACTIVITIES 780,858 (241,244)
ReRERRLER NET INCREASE (DECREASE) IN CASH
2 Or ) E 8 AND CASH EQUIVALENTS 101,916 (439432)
FNzHERERABESEE  CASH AND CASH EQUIVALENTS AT
BEGINNING OF THE YEAR 1,243,296 1,682,728
FRZEERERBESLEE  CASH AND CASH EQUIVALENTS AT
END OF THE YEAR
2 represented by:
RITEBR RS Bank balances and cash 1,345,212 1,243,296
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Notes to the Consolidated Financial Statements

—mER
REEEER AR ([ARF])H2006%F
TRA2BRRAEHETMKIAZHREE
PR A &)+ H 3 #% = 55 A1 5 Scotia Centre,
4th Floor, PO. Box 2804, George Town, Grand
Cayman, Cayman Islands ° &K 2 & B9 f& 10 B
2007F 12 10B BEBBBMARIAARLD
AIER e

KRR AH—BIKREERA R EHE QR
F BN FEI7 o
ARRREBRAR (ABIASEE])E

ENFEZE - DHRHERLE SO FM
AR —8F R BRIE (TPVC])
RS2 i DA B Bt o pE SN AR B TRAE R EE A
REMB ((HEDREDERR-

ARBEEE
BIRRER -

EWHRERIARER] —

FEVBBRRARRRIREWNBELRRZI
EEBARE (TARE]) 25

BHZE2014F12A3BLEEFE
For the year ended 31 December 2014

General

Dongyue Group Limited (the “Company”) was incorporated in the
Cayman Islands on 24 July 2006 as an exempted company with
limited liability. The address of its registered office is Scotia Centre,
4th Floor, P. O. Box 2804, George Town, Grand Cayman, Cayman
Islands. The shares of the Company have been listed on the Main
Board of The Stock Exchange of Hong Kong Limited since 10
December 2007.

The Company is an investment holding company. The principal
activities of its subsidiaries are set out in note 37.

The Company and its subsidiaries (collectively referred to
as the “Group”) are principally engaged in the manufacture,
distribution and sale of refrigerants, polymers, organic silicone
and dichloromethane, polyvinyl chloride (‘PVC") and liquid alkali
and others. In addition, the Group is also engaged in property
development in the People’s Republic of China (the “PRC").

The addresses of principal place of business of the Company are
disclosed in the section headed “Corporate Information” in the
annual report.

The consolidated financial statements are presented in Renminbi
("RMB"), which is the same as the functional currency of the
Company and its subsidiaries.
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Notes to the Consolidated Financial Statements
BHZE2014F12A31BIEFE

For the year ended 31 December 2014

2. BRI REIER] 2S5t ER

BEIMNREZE2014E128318 LXK
FEEMPERTEREERNE
ARk —EHRE

RAFE AKECEXERUATHEERS
AAEAEES ([EReENEEE] )R
o B B B 75 3R 5 2 A ([RIPR A TS i %
A1) BRI AR — R 2’ -

B R B 75 ¥R 15 2 A REER
1055 - BIFR B 75
WEERFE 125
R& At 2RISR 275R

(EFTA)
B &5 ERIE2R HHESHEER
(EFTA) TRARE
B &5 ERIF6  FLREE KA
(EFTA) TRRE
Bt ERIE5E TETANEER
(EFTA) gt e iEA
B (B BHRE  #E
BEZ89)

—EHE215R

PN 4F [ e P B PR B 7 R o R R OB RT
REHAKEAFEEBEFRE MR
BERRE, RRZEGE M BERRAH
ZRBYEEATE -

REEEERLA —ZT-HFFR

Application of new and revised accounting
standards

Amendments to IFRSs and a new interpretation
that are mandatorily effective for the current year
ended 31 December 2014

In the current year, the Group has applied for the first time in the
current year the following amendments and a new interpretation
to International Financial Reporting Standards (“IFRSs”) issued by
the International Accounting Standards Board (“IASB”).

Amendments to IFRS 10,  Investment Entities
IFRS 12 and IAS 27

Amendments to IAS 32 Offsetting Financial Assets and
Financial Liabilities

Amendments to IAS 36 Recoverable Amount Disclosures for
Non-Financial Assets

Amendments to IAS 39 Novation of Derivatives and
Continuation of Hedge Accounting

IFRIC — Int 21 Levies

The application of the amendments to IFRSs and the interpretation
in the current year has had no material impact on the Group's
financial performance and positions for the current and prior years
and/or on the disclosures set out in these consolidated financial
statements.
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Notes to the Consolidated Financial Statements

HE2014F 128318 LFE
For the year ended 31 December 2014

Application of new and revised accounting

standards (Continued)

New and revised standards, interpretations and

amendments issued but not yet effective

The Group has not early applied the following new and revised

IFRSs that have been issued but are not yet effective:

Amendments to IFRSs

Amendments to IFRSs

Amendments to IFRSs

IFRS 9

IFRS 14

IFRS 15

Amendments to IFRS 10

and IFRS 28

Amendments to IFRS 11

Amendments to IAS 16
and IAS 38

Amendments to IAS 16
and IAS 41

Amendments to |AS 19

Amendments to IAS 27

071

Annual Improvements to IFRSs 2010 —
2012 Cycle?

Annual Improvements to IFRSs 2011 —
2013 Cycle!

Annual Improvements to IFRSs 2012 —
2014 Cycle?

Financial Instruments®

Regulatory Deferred Accounts*

Revenue from Contracts with
Customers®

Sale or Contribution of Assets between
an Investor and its Associate or Joint
Venture?

Accounting for Acquisitions of Interests
in Joint Operations?

Clarification of Acceptable Methods of
Depreciation and Amortisation?

Agriculture: Bearer Plants?
Defined Benefit Plans: Employee
Contributions'

Equity Method in Separate Financial
Statements?
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Notes to the Consolidated Financial Statements
HZE2014F12A3 B EFE

For the year ended 31 December 2014

REEEEFR QA

FE R # ] RARMERT 2 Bt 2R
(%)

ERMERERNHT REBTE
A -BRERETE (&)

i 201457 A1 B 8k 2 18 Fth 2 G HART AL 3k -
AR -

2 7201457 A1 B 8k 2 18 Fth 2 G HART AL 3 -
RBEDHBERGISN IR FEA -

2 R20165F1 A1 B sk 2 #B Az FEEMER
AR -

g 7201641 A1 B 82 4 Fth 2 & 8 F 2 B &
B ERERIB IS IRAR LM AR -

2 7201741 A1 B 8k 2 18 FtR 2 & 2 HART AL A -
AR -

© 7201851 A1 H 8k 2 18 FtA 2 & & HART AL 3 -
AR -

BB REEAFR €I A]
20094 78 175 &Y B PR B 15 3R o5 E A B 057 5k
BRGTESMEESIATHRT - AR B H
EHEBIFETR H B 2010 5] UWBRE S
BRAEARKIEERCMBENHETE I
FR2013F i — SHEFT A BIEEIP ST HFTR
TE © PA20144F 78 1 1Y) B PR B 765 R 5 ZE Bl 589
S —ELEETRAEEMANE B
BEZRERE : ko#ERETHERKT
BSA[ZEREMEEmKEEREQABETE]
(IBEREMEARSRAAEBEYR])E
A B RTEREELERER] -

S ERERAFEFARENEREAE
meE - BERPBREENEIRART - At
BENEERREDEHBEFEENRF
BE2REPINEME2EKET 2 KRR
HpzEKERABRENEERREHN
FERNBRTELIIBAGTIRA - &/
BENEERERESEHNERABERT
B HRITEEHN DO EERS - REE
BRERHERIFE5 - IHER A FEFABRR

E I

“E-NEFR

Application of new and revised accounting
standards (Continued)

New and revised standards, interpretations
and amendments issued but not yet effective
(Continued)

! Effective for annual periods beginning on or after 1 July 2014, with earlier
application permitted.

2 Effective for annual periods beginning on or after 1 July 2014, with limited
exception. Earlier application is permitted.

3 Effective for annual periods beginning on or after 1 January 2016, with earlier
application permitted.

‘ Effective for first annual IFRS financial statements beginning on or after 1
January 2016, with earlier application permitted.

° Effective for annual periods beginning on or after 1 January 2017, with earlier
application permitted.

© Effective for annual periods beginning on or after 1 January 2018, with earlier

application is permitted.

IFRS 9 “Financial Instruments”

IFRS 9 issued in 2009 introduces new requirements for the
classification and measurement of financial assets. IFRS 9 was
subsequently amended in 2010 to include the requirements for
the classification and measurement of financial liabilities and for
derecognition, and further amended in 2013 to include the new
requirements for hedge accounting. Another revision version
of IFRS 9 was issued in 2014 mainly to include a) impairment
requirements for financial assets and b) limited amendments to
the classification and measurement requirements by introducing
a “fair value through other comprehensive income” (“FVTOCI")
measurement category for certain simple debt instruments.

With regard to the measurement of financial liabilities designated
as at fair value through profit or loss, IFRS 9 requires that the
amount of change in the fair value of the financial liability that
is attributable to changes in the credit risk of that liability is
presented in other comprehensive income, unless the recognition
of the effects of changes in the liability’s credit risk in other
comprehensive income would create or enlarge an accounting
mismatch in profit or loss. Changes in fair value of financial liabilities
attributable to changes in the financial liabilities’ credit risk are not
subsequently reclassified to profit or loss. Under IAS 39, the entire
amount of the change in the fair value of the financial liability
designated as fair value through profit or loss was presented in
profit or loss.
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Notes to the Consolidated Financial Statements
HZE2014F12A31HILFE

For the year ended 31 December 2014

Application of new and revised accounting

standards (Continued)

New and revised standards, interpretations
and amendments issued but not yet effective
(Continued)

IFRS 9 “Financial Instruments” (Continued)

In relation to the impairment of financial assets, IFRS 9 requires an
expected credit loss model, as opposed to an incurred credit loss
model under IAS 39. The expected credit loss model requires an
entity to account for expected credit losses and changes in those
expected credit losses at each reporting date to reflect changes in
credit risk since initial recognition. In other words, it is no longer
necessary for a credit event to have occurred before credit losses
are recognised.

The new general hedge accounting requirements retain the
three types of hedge accounting. However, greater flexibility has
been introduced to the types of transactions eligible for hedge
accounting, specifically broadening the types of instruments
that qualify for hedging instruments and the types of risk
components of non-financial items that are eligible for hedge
accounting. In addition, the effectiveness test has been overhauled
and replaced with the principle of an “economic relationship”.
Retrospective assessment of hedge effectiveness is also no longer
required. Enhanced disclosure requirements about an entity's risk
management activities have also been introduced.

The directors anticipate that the adoption of IFRS 9 in future may
not have material impact on amounts reported in respect of the
Group's financial liabilities. However, it is not practicable to provide
a reasonable estimate of that effect until a detailed review has been
completed.
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Notes to the Consolidated Financial Statements
BHZE2014F12A31BIEFE

For the year ended 31 December 2014
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Application of new and revised accounting

standards (Continued)

New and revised standards, interpretations
and amendments issued but not yet effective
(Continued)

Amendments to IAS 16 and IAS 38 “Clarification of Acceptable
Methods of Depreciation and Amortisation”

The amendments to IAS 16 prohibit entities from using a revenue-
based depreciation method for items of property, plant and
equipment. The amendments to IAS 38 introduce a rebuttable
presumption that revenue is not an appropriate basis for
amortisation of an intangible asset. This presumption can only be
rebutted in the following two limited circumstances:

a) when the intangible assets is expressed as a measure of
revenue; or

b)  when it can be demonstrated that revenue and consumption
of the economic benefits of the intangible assets are highly
correlated.

The amendments apply prospectively for annual periods beginning
on or after 1 January 2016. Currently, the Group uses the straight-
line method for depreciation and amortisation for its property, plant
and equipment, and intangible assets respectively. The directors
of the Company believe that the straight-line method is the most
appropriate method to reflect the consumption of economic
benefits inherent in the respective assets and accordingly, the
directors of the Company do not anticipate that the application of
these amendments to IAS 16 and IAS 38 will have a material impact
on the Group's consolidated financial statements.
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Application of new and revised accounting

standards (Continued)

New and revised standards, interpretations
and amendments issued but not yet effective
(Continued)

Amendments to IAS 27 “Equity Method in Separate Financial
Statements”

The amendments allow an entity to account for investments in
subsidiaries, joint ventures and associates in its separate financial
statements

At cost

In accordance with IFRS 9 “Financial Instruments” (or IAS 39
“Financial Instruments: Recognition and Measurement” for
entities that have not yet adopted IFRS 9), or

Using the equity method as described in IAS 28 “Investments
in associates and joint ventures”.

The accounting option must be applied by category of
investments.

The amendments also clarify that when a parent ceases to be an
investment entity, or becomes an investment entity, it shall account
for the change from the date when the change in status occurred.

In addition to amendments to IAS 27, there are consequential
amendments to IAS 28 to avoid a potential conflict with IFRS 10
“Consolidated Financial Statements” and IFRS 1 “First-time Adoption
of International Financial Reporting Standards”.

The directors of the company do not anticipate that the application
of these amendments to IAS 27 will have a material impact on the
Group's consolidated financial statements.
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Application of new and revised accounting

standards (Continued)

New and revised standards, interpretations

and amendments issued but not yet effective
(Continued)

Amendments to IFRS 10 and IAS 28 “Sale or Contribution
of Assets between an Investor and its Associates or Joint

Venture”
Amendments to IAS 28:

076

The requirements on gains and losses resulting from
transactions between an entity and its associate or joint
venture have been amended to relate only to assets that do
not constitute a business.

A new requirement has been introduced that gains or
losses from downstream transactions involving assets that
constitute a business between an entity and its associate
or joint venture must be recognised in full in the investor's
financial statements.

A requirement has been added that an entity needs to
consider whether assets that are sold or contributed in
separate transactions constitute a business and should be
accounted for as a single transaction.
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Application of new and revised accounting

standards (Continued)

New and revised standards, interpretations

and amendments issued but not yet effective
(Continued)

Amendments to IFRS 10 and IAS 28 “Sale or Contribution
of Assets between an Investor and its Associates or Joint

Venture” (Continued)
Amendments to IFRS 10:

An exception from the general requirement of full gain or
loss recognition has been introduced into IFRS 10 for the
loss control of a subsidiary that does not contain a business
in a transaction with a associate or a joint venture that is
accounted for using the equity method.

New guidance has been introduced requiring that gains or
losses resulting from those transactions are recognised in
the parent’s profit or loss only to the extent of the unrelated
investors' interests in that associate or joint venture. Similarly,
gains and losses resulting from the remeasurement at fair
value of investments retained in any former subsidiary that
has become an associate or a joint venture that is accounted
for using the equity method are recognised in the former
parent’s profit or loss only to the extent of the unrelated
investors’ interests in the new associate or joint venture.

The directors of the Company do not anticipate that the application

of these amendments to IFRS 10 and IAS 28 will have a material

impact on the Group's consolidated financial statements.
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Significant accounting policies

Statement of compliance

The consolidated financial statements have been prepared in
accordance with International Financial Reporting Standards issued
by IASB. In addition, the consolidated financial statements include
applicable disclosures required by The Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited and by
the Hong Kong Companies Ordinance (Cap.32).

Basis of preparation

The consolidated financial statements have been prepared on the
historical cost basis. Historical cost is generally based on the fair
value of the consideration given in exchange for goods.

Fair value is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market
participants at the measurement date, regardless of whether that
price is directly observable or estimated using another valuation
technigue. In estimating the fair value of an asset or a liability, the
Group takes into account the characteristics of the asset or liability
if market participants would take those characteristics into account
when pricing the asset or liability at the measurement date.
Fair value for measurement and/or disclosure purposes in these
consolidated financial statements is determined on such a basis,
except for share-based payment transactions that are within the
scope of IFRS 2, leasing transactions that are within the scope of IAS
17, and measurements that have some similarities to fair value but
are not fair value, such as net realisable value in IAS 2 or value in use
in 1AS 36.
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Significant accounting policies (Continued)

The principal accounting policies are set out below.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities (including structured
entities) controlled by the Company and its subsidiaries. Control is
achieved when the Company:

has power over the investee;

is exposed, or has rights, to variable returns from its
involvement with the investee; and

has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an investee if facts
and circumstances indicate that there are changes to one or more
of the three elements of control listed above.

Consolidation of a subsidiary begins when the Group obtains
control over the subsidiary and ceases when the Group loses
control of the subsidiary. Specifically, income and expenses
of a subsidiary acquired or disposed of during the year are
included in the consolidated statement of profit or loss and other
comprehensive income from the date the Group gains control until
the date when the Group ceases to control the subsidiary.

Profit or loss and each component of other comprehensive income
are attributed to the owners of the Company and to the non-
controlling interests. Total comprehensive income of subsidiaries
is attributed to the owners of the Company and to the non-
controlling interests even if this results in the non-controlling
interests having a deficit balance.
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Significant accounting policies (Continued)
Basis of consolidation (Continued)

When necessary, adjustments are made to the financial statements
of subsidiaries to bring their accounting policies into line with the
Group's accounting policies.

All intragroup assets and liabilities, equity, income, expenses and
cash flows relating to transactions between members of the Group
are eliminated in full on consolidation.

Changes in the Group’s ownership interests in existing
subsidiaries

Changes in the Group's ownership interests in existing subsidiaries
that do not result in the Group losing control over the subsidiaries
are accounted for as equity transactions. The carrying amounts of
the Group's interests and the non-controlling interests are adjusted
to reflect the changes in their relative interests in the subsidiaries.
Any difference between the carrying amounts of the non-
controlling interests 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, a gain or loss is
recognised in profit or loss and 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 (ii) the
previous carrying amount of the assets (including goodwill), and
liabilities of the subsidiary and any non-controlling interests. All
amounts previously recognised in other comprehensive income
in relation to that subsidiary are accounted for as if the Group had
directly disposed of the related assets or liabilities of the subsidiary
(i.e. reclassified to profit or loss or transferred to another category of
equity as specified/permitted by applicable IFRSs). The fair value of
any investment retained in the former subsidiary at the date when
control is lost is regarded as the fair value on initial recognition for
subsequent accounting under IAS 39, when applicable, the cost on
initial recognition of an investment in an associate.
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Significant accounting policies (Continued)
Business combinations
Acquisitions of businesses are accounted for using the acquisition
method. The consideration transferred in a business combination
is measured at fair value, which is calculated as the sum of the
acquisition-date fair values of the assets transferred by the Group,
liabilities incurred by the Group to the former owners of the
acquiree and the equity interests issued by the Group in exchange
for control of the acquiree. Acquisition related costs are generally
recognised in profit or loss as incurred.
At the acquisition date, the identifiable assets acquired and
the liabilities assumed are recognised at their fair value at the
acquisition date, except that:
deferred tax assets or liabilities, and assets or liabilities related
to employee benefit arrangements are recognised and
measured in accordance with IAS 12 “Income Taxes” and IAS
19 "Employee Benefits” respectively;
liabilities or equity instruments related to share-based
payment arrangements of the acquiree or share-based
payment arrangements of the Group entered into to replace
share-based payment arrangements of the acquiree are
measured in accordance with IFRS 2 “Share-based Payment”
at the acquisition date (see the accounting policy below);
and
assets (or disposal groups) that are classified as held for sale
in accordance with IFRS 5 “Non-current Assets Held for Sale
and Discontinued Operations” are measured in accordance
with that standard.
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Significant accounting policies (Continued)
Business combinations (Continued)

Goodwill is measured as the excess of the sum of the consideration
transferred, the amount of any non-controlling interests in the
acquiree, and the fair value of the acquirer’s previously held equity
interest in the acquiree (if any) over the net of the acquisition-
date amounts of the identifiable assets acquired and the liabilities
assumed. If, after re-assessment, the net of the acquisition-date
amounts of the identifiable assets acquired and liabilities assumed
exceeds the sum of the consideration transferred, the amount of
any non-controlling interests in the acquiree and the fair value
of the acquirer’s previously held interest in the acquire (if any),
the excess is recognised immediately in profit or loss as a bargain
purchase gain.

Non-controlling interests that are present ownership interests and
entitle their holders to a proportionate share of the entity’s net
assets in the event of liquidation may be initially measured either
at fair value or at the non-controlling interests’ proportionate
share of the recognised amounts of the acquiree’s identifiable net
assets. The choice of measurement basis is made on a transaction-
by-transaction basis. Other types of non-controlling interests are
measured at their fair value or, when applicable, on the basis
specified in another IFRS.

When the consideration transferred by the Group in a
business combination includes assets or liabilities resulting
from a contingent consideration arrangement, the contingent
consideration is measured at its acquisition-date fair value and
included as part of the consideration transferred in a business
combination. Changes in the fair value of the contingent
consideration that qualify as measurement period adjustments
are adjusted retrospectively, with the corresponding adjustments
made against goodwill. Measurement period adjustments are
adjustments that arise from additional information obtained during
the "measurement period” (which cannot exceed one year from the
acquisition date) about facts and circumstances that existed at the
acquisition date.
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Significant accounting policies (Continued)
Business combinations (Continued)

The subsequent accounting for changes in the fair value of the
contingent consideration that do not qualify as measurement
period adjustments depends on how the contingent consideration
is classified. Contingent consideration that is classified as
equity is not remeasured at subsequent reporting dates and its
subsequent settlement is accounted for within equity. Contingent
consideration that is classified as an asset or a liability is remeasured
at subsequent reporting dates in accordance with IAS 39, or IAS
37 "Provisions, Contingent Liabilities and Contingent Assets”, as
appropriate, with the corresponding gain or loss being recognised
in profit or loss.

When a business combination is achieved in stages, the Group's
previously held equity interest in the acquire is remeasured to fair
value at the acquisition date (i.e. the date when the Group obtains
control), and the resulting gain or loss, if any, is recognised in profit
or loss. Amounts arising from interests in the acquire prior to the
acquisition date that have previously been recognised in other
comprehensive income are reclassified to profit or loss where such
treatment would be appropriate if that interest were disposed of.

If the initial accounting for a business combination is incomplete by
the end of the reporting period in which the combination occurs,
the Group reports provisional amounts for the items for which the
accounting is incomplete. Those provisional amounts are adjusted
during the measurement period (see above), or additional assets or
liabilities are recognised, to reflect new information obtained about
facts and circumstances that existed as of the acquisition date that,
if known, would have affected the amounts recognised as of that
date.
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Significant accounting policies (Continued)
Goodwill

Goodwill arising on an acquisition of a business is carried at cost
as established at the date of acquisition of the business (see the
accounting policy above) less accumulated impairment losses, if
any.

For the purposes of impairment testing, goodwill is allocated to
each of the Group's cash-generating units (or groups of cash-
generating units) that is expected to benefit from the synergies of
the combination.

A cash-generating unit to which goodwill has been allocated is
tested for impairment annually or more frequently when there is
indication that the unit may be impaired. For goodwill arising on an
acquisition in a reporting period, the cash-generating unit to which
goodwill has been allocated is tested for impairment before the
end of that reporting period. If the recoverable amount of the cash-
generating unit is less than its carrying amount, the impairment
loss is allocated first to reduce the carrying amount of any goodwiill
allocated to the unit and then to the other assets of the unit on a
pro-rata basis based on the carrying amount of each asset in the
unit. Any impairment loss for goodwill is recognised directly in
profit or loss. An impairment loss recognised for goodwill is not
reversed in subsequent periods.

On disposal of the relevant cash-generating unit, the attributable
amount of goodwill is included in the determination of the amount

of profit or loss on disposal.

The Group's policy for goodwill arising on the acquisition of an
associate is described below.
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Significant accounting policies (Continued)
Investments in associates

An associate is an entity over which the Group has significant
influence. Significant influence is the power to participate in the
financial and operating policy decisions of the investee but is not
control or joint control over those policies.

The results and assets and liabilities of associates are incorporated
in these consolidated financial statements using the equity method
of accounting. The financial statements of associates used for equity
accounting purposes are prepared using uniform accounting
policies as those of the Group for like transactions and events in
similar circumstances. Under the equity method, an investment in
an associate is initially recognised in the consolidated statement of
financial position at cost and adjusted thereafter to recognise the
Group's share of the profit or loss and other comprehensive income
of the associate. When the Group's share of losses of an associate
exceeds the Group's interest in that associate (which includes any
long-term interests that, in substance, form part of the Group's net
investment in the associate), the Group discontinues recognizing its
share of further losses. Additional losses are recognised only to the
extent that the Group has incurred legal or constructive obligations
or made payments on behalf of the associate.

An investment in an associate is accounted for using the equity
method from the date on which the investee becomes an
associate. On acquisition of the investment in an associate, any
excess of the cost of the investment over the Group’s share of the
net fair value of the identifiable assets and liabilities of the investee
is recognised as goodwill, which is included within the carrying
amount of the investment. Any excess of the Group's share of the
net fair value of the identifiable assets and liabilities over the cost
of the investment, after reassessment, is recognised immediately in
profit or loss in the period in which the investment is acquired.
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Significant accounting policies (Continued)
Investments in associates (Continued)

The requirements of IAS 39 are applied to determine whether it
is necessary to recognise any impairment loss with respect to the
Group's investment in an associate. When necessary, the entire
carrying amount of the investment (including goodwill) is tested
for impairment in accordance with IAS 36 “Impairment of Assets”
as a single asset by comparing its recoverable amount (higher of
value in use and fair value less costs of disposal) with its carrying
amount. Any impairment loss recognised forms part of the carrying
amount of the investment. Any reversal of that impairment loss
is recognised in accordance with IAS 36 to the extent that the
recoverable amount of the investment subsequently increases.

The Group discontinues the use of the equity method from the
date when the investment ceases to be an associate, or when
the investment (or a portion thereof) is classified as held for sale.
When the Group retains an interest in the former associate and
the retained interest is a financial asset, the Group measures
the retained interest at fair value at that date and the fair value
is regarded as its fair value on initial recognition in accordance
with IAS 39. The difference between the carrying amount of the
associate at the date the equity method was discontinued, and the
fair value of any retained interest and any proceeds from disposing
of a part interest in the associate is included in the determination
of the gain or loss on disposal of the associate. In addition, the
Group accounts for all amounts previously recognised in other
comprehensive income in relation to that associate on the same
basis as would be required if that associate had directly disposed of
the related assets or liabilities. Therefore, if a gain or loss previously
recognised in other comprehensive income by that associate
would be reclassified to profit or loss on the disposal of the related
assets or liabilities, the Group reclassifies the gain or loss from
equity to profit or loss (as a reclassification adjustment) when the
equity method is discontinued.
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Significant accounting policies (Continued)
Investments in associates (Continued)

When the Group reduces its ownership interest in an associate
or but the Group continues to use the equity method, the Group
reclassifies to profit or loss the proportion of the gain or loss that
had previously been recognised in other comprehensive income
relating to that reduction in ownership interest if that gain or loss
would be reclassified to profit or loss on the disposal of the related
assets or liabilities.

When a group entity transacts with an associate of the Group (such
as a sale or contribution of assets), profits and losses resulting from
the transactions with the associate are recognised in the Group’s
consolidated financial statements only to the extent of interests in
the associate that are not related to the Group.

Revenue recognition

Revenue is measured at the fair value of the consideration received
or receivable and represents amounts receivable for goods sold in
the normal course of business, net of discounts and sales related
taxes.

Revenue from the sale of goods is recognised when the goods are
delivered and titles have passed, at which time all the following
conditions are satisfied:

the Group has transferred to the buyer the significant risks
and rewards of ownership of the goods;

the Group retains neither continuing managerial
involvement to the degree usually associated with ownership
nor effective control over the goods sold;

the amount of revenue can be measured reliably;

it is probable that the economic benefits associated with the
transaction will flow to the Group; and

the costs incurred or to be incurred in respect of the
transaction can be measured reliably.
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Significant accounting policies (Continued)
Revenue recognition (Continued)

Specifically, revenue from sales of properties in the ordinary course
of business is recognised when the respective properties have been
completed and delivered to the buyers. Deposits and instalments
received from purchasers prior to meeting the above criteria for
revenue recognition are included in the consolidated statements of
financial position under current liabilities.

Interest income from a financial asset is recognised when it is
probable that the economic benefits will flow to the Group and
the amount of revenue can be measured reliably. Interest income
from a financial asset is accrued on a time basis, by reference to the
principal outstanding and at the effective interest rate applicable,
which is the rate that exactly discounts the estimated future cash
receipts through the expected life of the financial asset to that
asset’s net carrying amount on initial recognition.

Dividend income from investments is recognised when the
shareholders’ rights to receive payment have been established
(provided that it is probable that the economic benefits will flow to
the Group and the amount of income can be measured reliably).

Leasing

Leases are classified as finance leases whenever the terms of the
lease transfer substantially all the risks and rewards of ownership to
the lessee. All other leases are classified as operating leases.

The Group as lessee

Operating lease payments are recognised as an expense on a
straight-line basis over the lease term, except where another
systematic basis is more representative of the time pattern in which
economic benefits from the leased asset are consumed. Contingent
rentals arising under operating leases are recognised as an expense
in the period in which they are incurred.
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Significant accounting policies (Continued)
Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are assets
that necessarily take a substantial period of time to get ready for
their intended use or sale, are added to the cost of those assets
until such time as the assets are substantially ready for their
intended use or sale. Investment income earned on the temporary
investment of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs eligible for
capitalisation.

All other borrowing costs are recognised in profit or loss in the
period in which they are incurred.

Government grant

Government grants are not recognised until there is reasonable
assurance that the Group will comply with the conditions attaching
to them and that the grants will be received.

Government grants are recognised in profit or loss on a systematic
basis over the periods in which the Group recognises as expenses
the related costs for which the grants are intended to compensate.
Specifically, government grants of which the primary condition is
that the Group should purchase, construct or otherwise acquire
non-current assets are recognised as deferred income in the
consolidated statement of financial position and transferred to
profit or loss on a systematic and rational basis over the useful lives
of the related assets.

Government grants that are receivable as compensation for
expenses or losses already incurred or for the purpose of giving
immediate financial support to the Group with no future related
costs are recognised in profit or loss in the period in which they
become receivable.
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Significant accounting policies (Continued)
Retirement benefit costs

Payments to state-managed retirement benefit schemes and the
Mandatory Provident Fund Scheme are recognised as an expenses
when employees have rendered service entitling them to the
contributions.

Taxation

Income tax expense represents the sum of the tax currently payable
and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from profit as reported in the consolidated
statement of profit or loss and other comprehensive income
because it excludes items of income or expense that are taxable
or deductible in other years and it further excludes items that are
never taxable or deductible. The Group’s liability for current tax is
calculated using tax rates that have been enacted or substantively
enacted by the end of the reporting period.

Deferred tax is recognised on temporary differences between
the carrying amounts of assets and liabilities in the consolidated
financial statements and the corresponding tax base used in the
computation of taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences. Deferred tax
assets are generally recognised for all deductible temporary
difference to the extent that it is probable that taxable profits will
be available against which those deductible temporary differences
can be utilised. Such assets and liabilities are not recognised if
the temporary difference arises from goodwill or from the initial
recognition (other than in a business combination) of other assets
and liabilities in a transaction that affects neither the taxable profit
nor the accounting profit.
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Significant accounting policies (Continued)
Taxation (Continued)

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries and
associates, except where the Group is able to control the reversal
of the temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future. Deferred tax
assets arising from deductible temporary differences associated
with such investments and interests are only recognised to the
extent that it is probable that there will be sufficient taxable profits
against which to utilise the benefits of the temporary differences
and they are expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end of
the reporting period and reduced to the extent that it is no longer
probable that sufficient taxable profits will be available to allow all
or part of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that
are expected to apply in the period in which the liability is settled
or the asset is realised, based on tax rate (and tax laws) that have
been enacted or substantively enacted by the end of the reporting
period.

The measurement of deferred tax liabilities and assets reflects the
tax consequences that would follow from the manner in which the
Group expects, at the end of the reporting period, to recover or
settle the carrying amount of its assets and liabilities.

Current and deferred tax is recognised in profit or loss, except when
it relates to items that are recognised in other comprehensive
income or directly in equity, in which case, the current and deferred
tax is also recognised in other comprehensive income or directly
in equity respectively. Where the current tax or deferred tax arises
from the initial accounting for a business combination, the tax
effect is included in the accounting for business combination.
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Significant accounting policies (Continued)
Foreign currencies

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional
currency of that entity (foreign currencies) are recorded in the
respective functional currency (i.e. the currency of the primary
economic environment in which the entity operates) at the rates of
exchanges prevailing on the dates of the transactions. At the end
of the reporting period, monetary items denominated in foreign
currencies are retranslated at the rates prevailing at that date. Non-
monetary items that are measured in terms of historical cost in a
foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items,
and on the retranslation of monetary items, are recognised in profit
or loss in the period in which they arise.

Property, plant and equipment

Property, plant and equipment including buildings held for use in
the production or supply of goods or services or for administrative
purposes (other than construction in progress as described below),
are stated in the consolidated statement of financial position at
cost less subsequent accumulated depreciation and accumulated
impairment losses, if any.

Construction in progress for production, supply or administrative
purposes are carried at cost, less any recognised impairment loss.
Costs include professional fees and, for qualifying assets, borrowing
costs capitalised in accordance with the Group’s accounting policy.
Such properties are classified to the appropriate categories of
property, plant and equipment when completed and ready for
intended use. Depreciation of these assets, on the same basis as
other property assets, commences when the assets are ready for
their intended use.
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Significant accounting policies (Continued)
Property, plant and equipment (Continued)

Depreciation is recognised so as to write off the cost of items of
property, plant and equipment other than construction in progress
less their residual values over their estimated useful lives, using the
straight-line method. The estimated useful lives, residual values and
depreciation method are reviewed at the end of each reporting
period, with the effect of any changes in estimate accounted for on
a prospective basis.

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected to arise
from the continued use of the asset. Any gain or loss arising on the
disposal or retirement of an item of property, plant and equipment
is determined as the difference between the sales proceeds and the
carrying amount of the asset and is recognised in profit or loss.

Leasehold land for own use

When a lease includes both land and building elements, the Group
assesses the classification of each element as a finance or an
operating lease separately based on the assessment as to whether
substantially all the risks and rewards incidental to ownership of
each element have been transferred to the Group, unless it is clear
that both elements are operating leases in which case the entire
lease is classified as a operating lease. Specifically, the minimum
lease payments(including any lumpsum unfront payments)
are allocated between the land and the building elements in
proportion to the relative fair values of the leasehold interests in the
land element and building element of the lease at the inception of
the lease.

To the extent the allocation of these payments can be made
reliably, interest in leasehold land that is accounted for as an
operating lease is presented as “prepaid lease payments” in the
consolidated statement of financial position and is amortised over
the lease term on a straight-line basis. When the lease payments
cannot be allocated reliably between the land and building
elements, the entire lease is generally classified as a finance lease
and accounted for as property, plant and equipment.
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Significant accounting policies (Continued)
Intangible assets

Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired separately
are carried at costs less accumulated amortisation and any
accumulated impairment losses. Amortisation for intangible assets
with finite useful lives is provided on a straight-line basis over their
estimated useful lives. The estimated useful life and amortisation
method are reviewed at the end of each reporting period, with
the effective of any changes in estimate being accounted for on a
prospective basis.

Research and development expenditure
Expenditure on research activities is recognised as an expense in
the period in which it is incurred.

An internally-generated intangible asset arising from development
activities (or from the development phase of an internal project)
is recognised if, and only if, all of the following have been
demonstrated:

the technical feasibility of completing the intangible asset so
that it will be available for use or sale;

the intention to complete the intangible asset and use or sell
it;

the ability to use or sell the intangible asset;

how the intangible asset will generate probable future

economic benefits;
the availability of adequate technical, financial and other
resources to complete the development and to use or sell

the intangible asset; and

the ability to measure reliably the expenditure attributable to
the intangible asset during its development.
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Significant accounting policies (Continued)
Intangible assets (Continued)

Research and development expenditure (Continued)

The amount initially recognised for internally-generated intangible
asset is the sum of the expenditure incurred from the date when
the intangible asset first meets the recognition criteria listed above.
Where no internally-generated intangible asset can be recognised,
development expenditure is charged to profit or loss in the period
in which it is incurred. Subsequent to initial recognition, internally-
generated intangible asset is reported at cost less accumulated
amortisation and accumulated impairment losses (if any), on the
same basis as intangible assets acquired separately.

Intangible assets acquired in a business combination
Intangible assets acquired in a business combination are
recognised separately from goodwill and are initially recognised at
their fair value at the acquisition date (which is regarded as their
cost).

Subsequent to initial recognition, intangible assets acquired in a
business combination with finite useful lives are reported at costs
less accumulated amortisation and any accumulated impairment
losses, on the same basis as intangible assets that are acquired
separately.

Derecognition of intangible assets

An intangible asset is derecognised on disposal, or when no future
economic benefits are expected from use or disposal. Gains or
losses arising from derecognition of an intangible asset, measured
as the difference between the net disposal proceeds and the
carrying amount of the asset, are recognised in the consolidated
statement of profit or loss and other comprehensive income when
the asset is derecognised.
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Significant accounting policies (Continued)

Intangible assets (Continued)

Exploration rights

Exploration rights are recognised at cost on initial recognition.
Subsequent to initial recognition, Exploration rights are stated at
cost less any accumulated impairment losses.

Exploration rights include the cost of exploration rights and the
expenditures incurred in the search for natural resources as well
as the determination of the technical feasibility and commercial
viability of extracting those resources.

When the technical feasibility and commercial viability of
extracting natural resources become demonstrable, previously
recognised exploration rights are reclassified as either intangible
or tangible assets. These assets are assessed for impairment before
reclassification.

Impairment of exploration rights

The carrying amount of the exploration rights is reviewed annually.
When one of the following events or changes in circumstances,
which is not exhaustive, indicate that the carrying amount may
not be recoverable has occurred, impairment test is performed in
accordance with IAS 36 “Impairment of assets”.

the period for which the Group has the right to explore in the
specific area has expire during the period or will expire in the
near future, and is not expected to be renewed.

substantive expenditure on further exploration for and
evaluation of natural resources in the specific area is neither
budgeted nor planned.

exploration for and evaluation of natural resources in the
specific area have not led to discovery of commercially viable
quantities of natural resources and the Group has decided to
discontinue such activities in the specific area.
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Notes to the Consolidated Financial Statements
HE2014F12A31B IEFE

For the year ended 31 December 2014

Significant accounting policies (Continued)
Intangible assets (Continued)

Impairment of exploration rights (Continued)
sufficient data exist to indicate that, although a development
in the specific area is likely to proceed, the carrying amount
of the exploration and evaluation asset is unlikely to be
recovered in full from successful development or by sale

An impairment loss is recognised in profit or loss whenever the
carrying amount of an asset exceeds its recoverable amount.

Inventories

Inventories are stated at the lower of cost and net realisable value
at the end of each reporting date. Cost is calculated using the
weighted average method. Net realisable value represents the
estimated selling price for inventories less all estimated costs of
completion and costs necessary to make the sale.

Properties for sale

Completed properties and properties under development for sale
in the ordinary course of business are included in current assets and
stated at the lower of cost and net realisable value. Cost comprises
both the prepaid lease payments for land and development costs
for the properties. Development costs of properties comprise
construction costs, borrowing costs capitalised according to the
Group's accounting policy and directly attributable costs incurred
during the development period. Cost of each unit in each phase of
development is determined using the weighted average method.

Net realisable value takes into account the price ultimately
expected to be realised, less applicable selling expenses and the
anticipated costs to completion.

The Group transfers a property from inventories to investment
property when there is a change of intention to hold the property
to earn rentals or/and for capital appreciation rather than for
sale in ordinary course of business, which is evidenced by the
commencement of an operating lease to another party. Any
difference between the fair value of the property at the date of
transfer and its previous carrying amount is recognised in profit or
loss.
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Significant accounting policies (Continued)
Financial instruments

Financial assets and financial liabilities are recognised in the
consolidated statement of financial position when a group entity
becomes a party to the contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at
fair value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities are
added to or deducted from the fair value of the financial assets or
financial liabilities, as appropriate, on initial recognition.

Financial assets

The Group's financial assets are classified into one of the two
categories, including loans and receivables and available-for-sale
investments. The classification depends on the nature and purpose
of the financial assets and is determined at the time of initial
recognition.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial asset and of allocating interest income
over the relevant period. The effective interest rate is the rate that
exactly discounts estimated future cash receipts (including all fees
paid or received that form an integral part of the effective interest
rate, transaction costs and other premiums or discounts) through
the expected life of the financial asset, or, where appropriate, a
shorter period to the net carrying amount on initial recognition.

Interest income is recognised on an effective interest basis for debt
instruments.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
Subsequent to initial recognition, loans and receivables (including
trade and other receivables, entrusted loans, pledged bank deposits
and bank balances and cash) are carried at amortised cost using the
effective interest method, less any identified impairment losses (see
accounting policy on impairment of financial assets below).
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For the year ended 31 December 2014

Significant accounting policies (Continued)
Financial instruments (Continued)

Financial assets (Continued)

Available-for-sale instruments

Available-for-sale equity investments that do not have a quoted
market price in an active market and whose fair value cannot
be reliably measured and derivatives that are linked to and must
be settled by delivery of such unquoted equity instruments are
measured at cost less any identified impairment losses at the end
of the reporting period (see accounting policy on impairment of
financial assets below).

Impairment of financial assets

Financial assets are assessed for indicators of impairment at the
end of the reporting period. Financial assets are considered to
be impaired where there is objective evidence that, as a result of
one or more events that occurred after the initial recognition of
the financial asset, the estimated future cash flows of the financial
assets have been affected.

For available-for-sale equity investments, a significant or prolonged
decline in the fair value of the security below its costs is considered

to be objective evidence of impairment.

For all other financial assets, objective evidence of impairment
could include:

significant financial difficulty of the issuer or counterparty; or
breach of contract, such as default or delinquency in interest
and principal payments; or

it becoming probable that the borrower will enter
bankruptcy or financial re-organisation; or
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Significant accounting policies (Continued)
Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

For certain categories of financial asset, such as trade receivables,
assets that are assessed not to be impaired individually are, in
addition, assessed for impairment on a collective basis. Objective
evidence of impairment for a portfolio of receivables could include
the Group's past experience of collecting payments, an increase in
the number of delayed payments in the portfolio past the average
credit period of 90 days or 180 days, as well as observable changes
in national or local economic conditions that correlate with default
on receivables.

For financial assets carried at amortised cost, the amount of the
impairment loss recognised is the difference between the asset’s
carrying amount and the present value of the estimated future cash
flows discounted at the financial asset’s original effective interest
rate.

For financial assets carried at cost, the amount of the impairment
loss is measured as the difference between the asset’s carrying
amount and the present value of the estimated future cash flows
discounted at the current market rate of return for a similar financial
asset. Such impairment loss will not be reversed in subsequent
periods (see the accounting policy below).

The carrying amount of the financial asset is reduced by the
impairment loss directly for all financial assets with the exception of
trade and other receivables, where the carrying amount is reduced
through the use of an allowance account. Changes in the carrying
amount of the allowance account are recognised in profit or loss.
When a trade receivable is considered uncollectible, it is written off
against the allowance account. Subsequent recoveries of amounts
previously written off are credited against the allowance account.
Changes in the carrying amount of the allowance account are
recognised in profit or loss.
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For the year ended 31 December 2014

Significant accounting policies (Continued)
Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

For financial assets measured at amortised cost, if, in a subsequent
period, the amount of impairment loss decreases and the
decrease can be related objectively to an event occurring after
the impairment losses was recognised, the previously recognised
impairment loss is reversed through profit or loss to the extent
that the carrying amount of the asset at the date the impairment
is reversed does not exceed what the amortised cost would have
been had the impairment not been recognised.

Impairment losses on available-for-sale equity investments will not
be reversed through profit or loss in subsequent periods.

Financial liabilities and equity instruments

Financial liabilities and equity instruments issued by a group entity
are classified as either financial liabilities or as equity instruments
in accordance with the substance of the contractual arrangements
entered into and the definitions of a financial liability and an equity
instrument.

Equity instruments

An equity instrument is any contract that evidences a residual
interest in the assets of the Group after deducting all of its liabilities.
Equity instruments issued by the Group are recognised at the
proceeds received, net of direct issue costs.

Repurchase of the Company's own equity instruments is
recognised and deducted directly in equity. No gain or loss
is recognised in profit or loss on the purchase, sale, issue or
cancellation of the Company’s own equity instruments.

Financial liabilities

Financial liabilities (including trade and other payables and
borrowings) are subsequently measured at amortised cost, using
the effective interest method.
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Significant accounting policies (Continued)
Financial instruments (Continued)

Financial liabilities and equity instruments (Continued)
FEffective interest method

The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash payments
(including all fees paid or received that form an integral part of
the effective interest rate, transaction costs and other premiums
or discounts) through the expected life of the financial liability, or,
where appropriate, a shorter period, to the net carrying amount on
initial recognition.

Interest expense is recognised on an effective interest basis.

Derecognition

The Group derecognises a financial asset only when the contractual
rights to the cash flows from the asset expire, or when it transfers
the financial asset and substantially all the risks and rewards of
ownership of the asset to another entity. If the Group neither
transfers nor retains substantially all the risks and rewards of
ownership and continues to control the transferred asset, the
Group continues to recognise the asset to the extent of its
continuing involvement and recognises an associated liability. If the
Group retains substantially all the risks and rewards of ownership of
a transferred financial asset, the Group continues to recognise the
financial asset and also recognises a collateralised borrowing for the
proceeds received.

On derecognition of a financial asset in its entirety, the difference
between the asset’s carrying amount and the sum of the
consideration received and receivable is recognised in profit or loss.

The Group derecognises financial liabilities when, and only when,
the Group's obligations are discharged, cancelled or expire. The
difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable is recognised
in profit or loss.
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For the year ended 31 December 2014

Significant accounting policies (Continued)

Impairment on tangible and intangible assets
other than goodwill (see the accounting policy in
respect of goodwill above)

At the end of the reporting period, the Group reviews the carrying
amounts of its tangible and intangible assets to determine
whether there is any indication that those assets have suffered an
impairment loss. If such indication exists, the recoverable amount
of the assets is estimated in order to determine the effect of the
impairment loss. If such indication exists, the recoverable amount
of the asset is estimated in order to determine the extent of the

impairment loss, if any.

When it is not possible to estimate the recoverable amount of
an individual asset, the Group estimates the recoverable amount
of the cash-generating unit to which the asset belongs. Where a
reasonable and consistent basis of allocation can be identified,
corporate assets are also allocated to individual cash-generating
units, or otherwise they are allocated to the smallest group of cash-
generating units for which a reasonable and consistent allocation
basis can be identified.

Recoverable amount is the higher of fair value 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 assessments of the time value of
money and the risks specific to the asset for which the estimates of
future cash flows have not been adjusted.

If the recoverable amount of an asset (or a cash-generating unit) is
estimated to be less than its carrying amount, the carrying amount
of the asset (or a cash-generating unit) is reduced to its recoverable
amount. An impairment loss is recognised immediately in profit or
loss.
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Significant accounting policies (Continued)

Impairment on tangible and intangible assets
other than goodwill (see the accounting policy in
respect of goodwill above) (Continued)

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount
does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset
in prior years. A reversal of an impairment loss is recognised as
income immediately.

Share based payment transactions

Equity-settled share-based payment transactions

Share options

For grants of share options that are conditional upon satisfying
specified vesting conditions, the fair value of services received is
determined by reference to the fair value of share options granted
at the grant date and is expensed on a straight-line basis over
the vesting period, with a corresponding increase in equity (share
option reserve).

At the end of reporting period, the Group revises its estimates of
the number of options that are expected to ultimately vest. The
impact of the revision of the original estimates, if any, is recognised
in profit or loss such that the cumulative expense reflects the
revised estimate, with a corresponding adjustment to share option
reserve.

When share options are exercised, the amount previously
recognised in share options reserve will be transferred to share
premium. When the share options are forfeited after the vesting
date or are still not exercised at the expiry date, the amount
previously recognised in share option reserve will continue to be
held in share option reserve.

104



HETTREENEZRIR

REMRM M ARE S ERE X
REAEFARL INEHHEMABRE T
BEKABBEMREEED G RRR - G
KARARR IR BB & B R E 558
MBI RFEL - BERAER AT BEEZFMA5
A e

fhEr MR RR G FE R - et AETH
ERTEHHHERTMHIRBREE AR
(BRI R MER - Sk fi AR S A B M
RARREEOEBRZE  AEFT@RN&IERT
KRR EAAEFER

fhEr R EEMEN EEZRR

AT RBRRKRNEZBRR RN BEHR
AEF TN E M EZRR  ARRR
THEEESERERRR  5IBEART 8
BEEHEERABNKREAEBFELEANS
o

FE W BR S R BRI B
REEEEEREM MY & 5T BRT
iy & T BR SR & T Uiz [0 M T 7 R R B B 4
ZM B EFEECHERERM MR -
Hit - B E T HRT B ARNETRR
W EHBEEE D TR R20145F12H318
JEWARFRABRE A2 E (IR REREEARK
3,818,0007T (20134F : A & #6,169,0007T ) )
A AR ¥1782,733,0007T (20134 : A R#
1,048,335,0007T ) °

4,

iR e B TS R M

Notes to the Consolidated Financial Statements
HE2014F 128318 ILFE

For the year ended 31 December 2014

Key sources of estimation uncertainty

In the application of the Group's accounting policies, which are
described in note 3, the directors of the Company are required
to make estimates and assumptions about the carrying amounts
of assets and liabilities that are not readily apparent from other
sources. The estimates and associated assumptions are based on
historical experience and other factors that are considered to be
relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised if the revision affects
only that period, or in the period of the revision and future periods
if the revision affects both current and future periods.

Key sources of estimation uncertainty

The following are the key assumptions concurring the future,
and other key sources of estimation uncertainty at the end of the
reporting period, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within
the next financial year.

Allowance for bad and doubtful debts on trade receivables
The Group’s management assesses the recoverability and
determines the provision for impairment of trade receivables in
accordance with the accounting policy stated in note 3. Such
estimation is based on the credit history of its customers and
the current market conditions. Management reviews the debtor
settlement status periodically and reassesses the sufficiency of
provision accordingly. The aggregate carrying value of trade
receivables at 31 December 2014, net of allowance for doubtful
debts of RMB3,818,000 (2013: RMB6,169,000), is RMB1,782,733,000
(2013: RMB1,048,335,000).
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Key sources of estimation uncertainty
(Continued)

Key sources of estimation uncertainty (Continued)

Collectability of entrusted loans

When there is objective evidence of impairment loss on entrusted
loans, the Group estimates the future cash flows of entrusted loans
for impairment testing purpose. The amount of the impairment
loss is measured as the difference between the entrusted loans’
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).
Where the actual future cash flows are less than expected, a
material impairment loss may arise in future financial periods. The
aggregate carrying value of entrusted loans at 31 December 2014 is
RMB370,000,000 (2013: RMB425,000,000).

Useful lives of property, plant and equipment

The Group’s management determines the estimated useful
lives and related depreciation charges for its property, plant
and equipment. This estimate is based on projected product
lifecycles and economic life of property, plant and equipment.
It could change significantly as a result of technical innovations
and competitor actions in response to severe industry cycles.
Management will increase the depreciation charge where useful
lives are less than previously estimated lives, or it will write off or
write down technically obsolete or non-strategic assets that have
been abandoned or sold. The aggregate carrying value of property,
plant and equipment at 31 December 2014 is RMB4,456,865,000
(2013: RMB4,494,015,000). Further details are disclosed in note 15 to
the consolidated financial statements.
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Key sources of estimation uncertainty
(Continued)

Key sources of estimation uncertainty (Continued)

Deferred tax assets

Deferred tax assets relating to certain deductible temporary
differences and tax losses are recognised as the Group's
management considers it is probable that the future taxable
profit will be available against which the deductible temporary
differences, tax losses or tax credit can be utilised. Where
the expectation is different from the original estimate, such
differences will impact the recognition of deferred tax assets.
The carrying value of deferred tax assets at 31 December 2014
is RMB159,473,000 (2013: RMB166,451,000). Further details are
disclosed in note 20 to the consolidated financial statements.

Exploration rights

The Group's exploration rights have a finite validity period, after
which the Group will need to apply for renewal. The Group's
exploration rights were renewed in October 2013 for a period of
two years till October 2015. Having checked the applicable laws
and regulations in the PRC, the directors of the Company anticipate
that there is no material legal impediments would prevent the
Group from renewing its exploration rights provided that the
Group submits the relevant application documents in compliance
with the applicable PRC laws and regulations to the relevant
PRC government authority. Accordingly, the directors of the
Company believe the Group will be able to renew the exploration
rights with the relevant government authority upon the expiry
of the exploration rights in October 2015 at insignificant cost. In
addition, the directors of the Company assess the impairment of
the exploration rights by estimating the recoverable amount of
the assets. The directors of the Company expected that the mines
are abundant with fluorspar resources. The Group has appointed
experts to assess the fluorspar resources and is in the process
of preparing an independent exploration report to reasonably
ascertain the reserve. If there is any material impediments which
would prevent the Group from renewing its exploration rights
or obtaining the mining right certificates, impairment loss may
be recognised. The carrying amount of exploration rights at 31
December 2014 is RMB80,000,000 (2013: RMB80,000,000) and there
was no impairment recognised during both years. Further details
are disclosed in note 17 to the consolidated financial statements.
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Key sources of estimation uncertainty
(Continued)

Key sources of estimation uncertainty (Continued)

Estimated impairment of goodwill

Determining whether goodwill is impaired requires an estimation
of the value in use of the cash-generating units to which goodwill
has been allocated. The value in use calculation requires the Group
to estimate the future cash flows expected to arise from the cash-
generating unit and a suitable discount rate in order to calculate
the present value. Where the actual future cash flows are less than
expected, a material impairment loss may arise. As at 31 December
2014, the carrying amount of goodwill is RMB85,894,000 (2013:
RMB85,894,000) and no impairment loss was recognised during the
year ended 31 December 2014 (2013: nil). Details of the recoverable
amount calculation are disclosed in note 21 to the consolidated
financial statements.

Capital risk and financial risk management
objectives and policies

The Group manages its capital to ensure that entities in the Group
will be able to continue as a going concern while maximising the
return to stakeholders through the optimisation of the debt and
equity balance. The Group's overall strategy remains unchanged
from prior year.

The capital structure of the Group consists of borrowings disclosed
in note 28, pledged bank deposits, bank balances and cash and
equity attributable to owners of the Company, comprising share
capital, share premium, reserves and retained earnings.

The directors review the capital structure on a semi-annual basis.
As a part of this review, the directors consider the cost of capital
and the risks associated with each class of capital. Based on
recommendations of the directors, the Group will balance its overall
capital structure through the payment of dividends, new share
issues as well as the issue of new debt or the redemption of existing
debt.
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Capital risk and financial risk management

objectives and policies (Continued)

SRMIANEE (a) Categories of financial instruments
20145 20134
AR T ARETIT
2014 2013
RMB’000 RMB'000
ERMEE Financial assets
B EW R IE Loans and receivables (including
(BEEEMETER pledged bank deposits,
RTEHRNMEE) bank balances and cash) 3,373,487 2,877,909
AEHERE Available-for-sale investments 1,195,283 195,283
4,568,770 3,073,192
EEEE Financial liabilities
B SH R AN Amortised cost 4,531,880 3,696,823

MEREEBFERBER

AEENT2ZRTABERKER
REMEWHIE - REER 2 EMR
TER RITEHEES  BNERFR R
HENRBENMBEE HESRTA
MFBEREMERE HEFERMTA
MRERREETm SRR (B%ER
EMZER) EFERRERBEER
B2 o IR IE L S5 R B O DR BR A TR 3L o AR
SEEEEASEELERNHERR
HEHE - DARE LR KBS DA B U 1T 8

S

(b)

109

Financial risk management objectives and
policies

The Group's major financial instruments include trade and
other receivables, entrusted loans, pledged bank deposits,
bank balances and cash, trade and other payables and
borrowings. Details of these financial instruments are
disclosed in respective notes. The risks associated with these
financial instruments include market risk (currency risk and
interest rate risk), credit risk and liquidity risk. The policies on
how to mitigate these risks are set out below. The Group's
management manages and monitors these exposures to
ensure appropriate measures are implemented on a timely
and effective manner.
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5.

Capital risk and financial risk management

objectives and policies (Continued)

(b)

Financial risk management objectives and

(%&) policies (Continued)
iz Ak Market risks
() EEmEE () Currency risk
FEMEARMNINEEE B A The functional currencies of the PRC subsidiaries are
RE MARZHXZAARE RMB with most of the transactions settled in RMB.
o AEE B EINEF R However, foreign currency (mainly the United States
Bl R A REIMEIERER dollar “US$") were received when the Group earned
1 B3 N 2548 O JIE A~ RIE S 25 L B revenue from overseas customers and when settling
SNE(EZERET([ZEL]) ) payables for purchases of machinery and equipment
from the overseas suppliers.
NG B S FT (TR BUR B The Group does not have any hedging policy to
B EEATINE R F T E A B R manage the risk arising from foreign currency
B2 o R A B INE B RS - AR transactions. In order to reduce the risk of holding
S BLE BTG RAINET TR foreign currencies, the Group normally converts the
ZHg - BERERIBEWZERE foreign currencies into RMB upon receipt while taking
B8 S1NEE H A A R o into account its foreign currencies payment schedule
in the near future.
RiREBH - AEERINERTE The carrying amounts of the Group's foreign currency
BEREBAGENEREBENT denominated monetary assets and monetary liabilities
at the reporting date are as follows:
BE =R
Assets Liabilities
2014 2013%F 20144 20134
ARMTR ARBTT AR¥®TR ARBTT
2014 2013 2014 2013
RMB’'000 RMB'000 RMB’000 RMB'000
ETT uss 140,209 178,664 252,154 112,250
REEEERLA —T-HFFR 110
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5. Capital risk and financial risk management

objectives and policies (Continued)

(b)

111

Financial risk management objectives and
policies (Continued)

Market risks (Continued)

(i)

(ii)

Currency risk (Continued)

At 31 December 2014, if RMB had strengthened/
weakened by 10% against USS$ with all other variables
held constant, post-tax profit for the year would have
been RMB8,393,000 higher/lower (2013: RMB4,981,000
lower/higher), mainly as a result of foreign exchange
gains/losses on translation of USS denominated bank
balances and cash, trade and other receivables and
US$ denominated borrowings.

In management’s opinion, the sensitivity analysis is
unrepresentative of the inherent foreign exchange risk
as the year end exposure does not reflect the exposure
during the year.

Interest rate risk

The Group is exposed to fair value interest rate risk in
relation to fixed-rate bank borrowings (see note 28 for
details of these borrowings) and entrusted loans. At
31 December 2014, 40% (2013: 35%) of the Group's
borrowings bear fixed interest rates.

The Group is also exposed to cash flow interest rate
risk in relation to bank deposits, entrusted loans and
variable-rate borrowings (see note 28 for details of
these borrowings).

The Group's cash flow interest rate risk is mainly
concentrated on the fluctuation of the market deposit
rate and the PRC official lending rate, Hang Seng
Interbank Offered Rate (“HIBOR") and London Inter-
Bank Offer Rate ("LIBOR") arising from the Group’s RMB
borrowings and USD borrowings respectively.

Dongyue Group Limited Annual Report 2014



BAMBRRNE
Notes to the Consolidated Financial Statements
BHZE2014F12A31BIEFE

For the year ended 31 December 2014

5. EXERRMBEREERR
RBR (&)
b) HERABREEZABERKE
()

TSR (&)

(i) FIEE R (&)
TXBURE DT TIRIBRT T84
KO B 18 R OFT T R &9 ) 3 @ b
BT - DT T ER R E RO
i‘%ﬂ?&iﬁﬁfﬁ%o%@ﬁ%ﬁwé\

A RE B B AT - TDER B

EXTE% 08251 £ 2 (20134 -
1025 EEB) ©

ASEEEARITERFER
Aﬁﬁ%’ﬁﬂﬂ%ﬁiﬂ/?ﬁim
Bl 2 (20134F - 10fEI & 2E) - M
FrEEM ]S HAEEFTE A
ANEBREZE2014F128318 1E
FE R BR B 12 % T A% 38 0, R
> AR #1,465,0007T (20134F :
AR #1,042,0007T) °

AN A EBE AT BB E
MERERBME WFXRE L
/T Bk25E 2 25 (20134 ¢ 251
Eoh) MABHEMTERES
BFAE BIAREBERE E2014F
128318 1EF E & B B 1% % A
#5180 A R #53,662,0007T
(20134 : AR #2,605,0007T) *
PDEBHRNFEEEENFIRESL
o, m A B e

EIEERA - FEBHER T

Jiﬁg%iﬁqﬂ  BURE DT
EERKEBF RER -

RESEERAE —Z-—NFER

Capital risk and financial risk management

objectives and policies (Continued)

(b) Financial risk management objectives and
policies (Continued)

Market risks (Continued)

(i) Interest rate risk (Continued)
The sensitivity analyses below have been determined
based on the exposure to interest rates for bank
balances and variable-rate borrowings. The analysis
is prepared on the financial balance at the end of
reporting period. 10 and 25 basis points (2013: 10
and 25 basis points) increase or decrease is used
which represents management's assessment of the
reasonably possible change in interest rate.

In relation to the Group's exposure to interest rates
risk on bank deposits, if interest rates had been 10
basis points (2013: 10 basis points) higher/lower and
all other variables were held constant, the Group's
post-tax profit for the year ended 31 December 2014
would increase/decrease by RMB1,465,000 (2013:
RMB1,042,000).

Furthermore, in relation to the Group's exposure
to interest rates risk on variable-rate borrowings,
if interest rates had been 25 basis points (2013: 25
basis points) higher/lower and all other variables
held constant, the Group's post-tax profit for the year
ended 31 December 2014 would decrease/increase by
RMB3,662,000 (2013: RMB2,605,000), mainly as a result
of higher/lower interest expenses on floating rate
borrowings.

In management’s opinion, the sensitivity analysis is
unrepresentative of the inherent interest rate risk as
the year end exposure does not reflect the exposure
during the year.
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5. Capital risk and financial risk management

objectives and policies (Continued)

(b)

113

Financial risk management objectives and
policies (Continued)

Credit risk

The carrying amounts of pledged bank deposits, bank
balances and cash, entrusted loans and trade and other
receivables (except for prepayments), represent the Group's
maximum exposure to credit risk in relation to financial
assets. The objective of the Group's measures to manage
credit risk is to control potential exposure to recoverability
problem. Most of the Group's cash and cash equivalents
are held in major financial institutions in the PRC, which
management believes are of high credit quality.

The Group also has policies in place to ensure that sales of
products are made to customers with an appropriate credit
history and the Group assesses the credit worthiness and
financial strength of its customers as well as considering prior
dealing history with the customers. Generally, customers are
granted with credit periods less than 90 days or 180 days
and the Group usually does not require collaterals nor any
credit enhancement from its customers. An aging analysis
of trade and other receivables is set out in note 24 to the
consolidated financial statements. The Group's management
makes periodic collective assessment as well as individual
assessment on the recoverability of trade receivables based
on historical payment records, the length of the overdue
period, the financial strength of the customers and whether
there are any trade disputes with them.
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Capital risk and financial risk management

objectives and policies (Continued)

(b)
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Financial risk management objectives and
policies (Continued)

Credit risk (Continued)

The Group has policies to ensure the entrusted loans are
made to entities with an appropriate credit history and the
Group assesses the credit worthiness and financial strength
of them as well as considering prior dealing history with
them. Generally, the entities are granted loans with maturity
of one year. The Group's management continuously monitors
collections and payments from its customers and the
allowance recognised is measured as the difference between
the asset’s carrying amount and the present value of
estimated future cash flow discounted at an effective interest
rate computed at initial recognition. Where the actual future
cash flows are less than expected, a material impairment loss
may arise (please see note 25 for details). In addition, before
accepting any new debtor, the Group conducts research on
the creditworthiness of the new debtor and assesses the
potential debtor's credit quality and defines credit limits by
debtor. The Group offers various settlement terms which
vary depending on the size of contract, credibility and
reputation of the debtor. Loans balances are not past due or
impaired at the end of reporting period. The directors of the
Company continuously evaluate the creditworthiness of the
independent third parties and may, on a case by case basis,
extend the repayment date on mutual agreement.

The balances of entrusted loans represent loans to several
independent third parties. Included in the entrusted loan of
RMB75,000,000 and RMB60,000,000 (2013: RMB150,000,000
and RMB117,000,000) which maturity dates were September
2014 and October 2014 (2013: October 2013 and November
2013), respectively, had been extended one more year during
the year ended 31 December 2014 after evaluation of the
payment history and the credit-worthiness of the debtor.
Management closely monitors the credit quality of entrusted
loans and considers the entrusted loans that are neither past
due nor impaired to be of a good credit quality.
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5. Capital risk and financial risk management

objectives and policies (Continued)

(b)
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Financial risk management objectives and
policies (Continued)

Liquidity risk

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.
Management monitors the utilisation of bank borrowings.

The Group relies on bank borrowings as a significant source
of liquidity. As at 31 December 2014, the Group had available
undrawn borrowing facilities of RMB3,777,680,000 (2013:
RMB4,659,700,000). Details of which are set out in note 28.

Liquidity and interest risk tables

The following tables detail the Group's remaining contractual
maturity for its non-derivative financial liabilities. The tables
have been drawn up based on the undiscounted cash flows
of financial liabilities based on the earliest date on which
the Group can be required to pay. The table includes both
interest and principal cash flows.
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Capital risk and financial risk management

objectives and policies (Continued)

(b) Financial risk management objectives and

policies (Continued)

Liquidity risk (Continued)

Liquidity and interest risk tables (Continued)

KERRE  M04F1A
MEFIFH = LR 1238 3EREIE 1E555 REEE NANEAE
% AREBTT ARBTR ARETR AR%Tn ARETr AR¥TR
Carrying
Weighted Total amount at
average Less than 1-3 3 months Tyearto undiscounted 31 December
interest rate 1 month months to 1 year 5years cash flows 2014
% RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

2014128318 31 December 2014
ENEZRREMEMTE  Trade and other payables 1,255,355 230,732 108,798 - 1,594,885 1,594,885

&g Borrowings

—E8 - fixed rates 6.19 44,055 490,679 334,382 551,489 1,420,605 1,323,500
%8 - variable rates 6.48 8,564 48,821 560,806 1,441,155 2,059,346 1,911,604
374,531 1,419,962 933,489 2,007,324 4,735,306 4,490,459
AERRE  R014512A
il RS 1fHAR 1BR@A  EAZE 1FESE TEEE ANEKAR
% AREFT ARETR AR%TR ARETRT ARETT ARETR
Carrying
Weighted Total amount at
average Less than 1-3 3 months lTyearto  undiscounted 31 December
interest rate 1 month months to 1 year 5 years cash flows 2014
% RMB'000 RMB'000 RMB'000 RMB000 RMB000 RMB'000

20135128318 31 December 2013
ENEZRREMEMNTE  Trade and other payables = 941,408 485204 117647 = 1,544,259 1,544,259

g Borrowings

-8 - fixed rates 6.16 3954 26486 183812 600,253 814,505 763,250
%8 - variable rates 645 154,386 49,968 478,609 806,608 1489571 1389314
1,099,748 561,658 780,068 1406,861 3,848,335 3696823

RESEERAE —Z-—NFER
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Capital risk and financial risk management

objectives and policies (Continued)
(c) Fair value

The directors consider that the carrying amounts of financial
assets and financial liabilities recognised in the consolidated
financial statements approximate their fair values.

Revenue and segment information

Revenue represents revenue arising on sales of goods and
properties.

The Group's operations are organised based on the different types
of products and property development. Information reported to
the board of directors of the Company, being the chief operating
decision maker, for the purposes of resource allocation and
assessment of segment performance focuses on types of products
and property development. This is the basis upon which the Group
is organised.

The Group's operating and reportable segments are as follows:
(i)  Refrigerants;

(i) Polymers;

(i) Organic silicone;

(iv)  Dichloromethane, PVC and liquid alkali;

(v}  Property development - development of residential
properties at Shandong Province, the PRC.

(vi)  Other operations — manufacturing and sales of side-products
of refrigerants segment, polymers segment, organic silicone
segment and dichloromethane, PVC and liquid alkali
segment.
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) ya kv | P A =3 . .
6. WmKoEBER (&) 6. Revenue and segment information
(Continued)
- o2 e o /D
TE R R EE Segment revenues and results
EERERREED TN RERFEED The following is an analysis of the Group’s revenue and results by
DT reportable and operating segment.
20144 2014
RRE
2RH BAiH EHE PVCRER E%E  2HAP4E LUES bof | i
ARETT ARETT ARETT ARETT ARETT ARETR ARETT ARETR ARETT
Dichloromethane, Reportable
Organic PVCand Property segments’ Other
Refrigerants Polymers silicone liquid alkali development total operations Eliminations Total
RMB000 RMB000 RMB'00 RMB0000 RMB000 RMB'000 RMB000 RMB'000 RB000
HiE Bxternalsales 2062621 2152054 1509324 1190536 525087 7439622 160,074 - 7,599,696
AEmEE Intersegment sales 1,166,126 - 4,79 455 - 1,175,461 512366 (1,687,827) -
ha-8ha Tota revente - seqment evenue 3208747 2,152,054 1514114 1,195,081 525,087 8,615,083 672440 (1,687,827) 7,599,696
954 SEGMENT RESULTS 367,230 364213 (31,805) 62944 145,955 908537 20,784 - 929321
RARBERR Unallocated corporate expenses (39,668)
RAREMMA Unallocated other income 253
HERR Finance costs (201,441)
fitBEARZE Share ofresuts of asociates pis)
REA& Proft beforetax 691,030
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For the year ended 31 December 2014

6. Revenue and segment information

(Continued)
TN EREE (&) Segment revenues and results (Continued)
2013 2013
it LS
2RE  BATHE EHE  CRER NEER  ERHVER A% bt Eh)
ARETT  ARETT ARETR  ARETr  ARETR  ARETR  ARETn  ARETR  ARETR
Dichloromethane, Reportable
Organic PVCand Property segments’ QOther
Refrigerants Polymers slicone liquid alkali  development total operations Efiminations Total
RMB000 RMB000 RMB00 RMBI0000 RMB000 RMB000 RMB000 RMB000 RMB000
HAMHE Exteral sales 1919055 2083751 1515439 1088141 - 6576386 26428 - 6782814
AHRREE Iter-segment sales 1004835 - 5440 55473 - 1,065,748 398,056 (1463,804) -
@lhs-2HkE Total revenue - segment revenue 2923890 2053751 1520879 1143614 - 7,642,134 604484 (1463,804) 6782814
AHEE SEGMENT RESULTS 74013 553,000 TAG45 4015 (15026) 690647 313 - 74770
AARLERT Unallocated corporate expenses (79951)
AOBEBUA Unallocated other income 5302
BERK Finance costs (89,069)
il d-UNES Share of results of associates 45
BBAIR Profit before tax 561,501
SRR D BRI ET R M 3T A The accounting policies of the reportable and operating
REEGTHEMER - HEEEIEEL TS segments are the same as the Group's accounting policies as

FERDBEEA WA R RITEARA - EFH
B FhE S DR EERBERAT &5
EREVZEAE © UL T [AAREEARRA 2 MERHIA

described in note 3. Segment results represent the results of each

segment without allocation of unallocated other income, central

administration costs, directors’ salaries, share of result of associates

EERAERRRTHOEN - AREER
BENSBERLIEARLBREALR
ERPEERRTHERBHEE RIS
SIS B

DEEMHETIRRITm B E -

and finance costs. This is the measure reported to the chief
operating decision maker for the purposes of resource allocation
and performance assessment. No segment information on assets
and liabilities is presented as such information is not reported. to
the chief operating decision maker for the purposes of resource
allocation and performance assessment.

Inter-segment sales are charged at prevailing market rates.
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6. WmKkoEER (&)

 LETEE

FHRREMSBEZHLBIBREIRE
F iz &

6. Revenue and segment information

(Continued)

Entity-wide disclosures

Information about revenue from refrigerants segment by

products from external customers

201445 20134

ARBT ARET T

2014 2013

RMB’000 RMB'000

Z&— &R (HCFC-22) Monochlorodifluoromethane (HCFC-22) 1,064,832 857,855
PY R 2.6t (R134a) Tetrafluoroethane (R134a) 92,435 167,497
A& KT (R125) Pentafluoroethane (R125) 71,092 221,818
R439A R439A 5 14
R410a R410a 264,628 217314
R413A R413A 37,913 39,333
R142b R142b 32,203 32,323
R152a R152a 95,350 4,455
R32 R32 106,576 72,784
EAh Others 297,587 305,662
2,062,621 1,919,055

REEEERLA —T-HFFR
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6. Revenue and segment information

(Continued)

EREREE (&) Entity-wide disclosures (Continued)

THRRERIBEZES Y FHR2IRE I Information about revenue from polymers segment by
REFHWZER products from external customers

20145 20134
AR®T R ARET T
2014 2013
RMB’000 RMB'000
B 2K (PTFE) Polytetrafluoroethylene (PTFE) 1,147,855 1,183,844
7N BRI (HFP) Hexafluoropropylene (HFP) 280,537 244,812
NEERT b Perfluorocyclobutane 46,568 36,572
2B R/ LN (FEP) Fluorinated ethylene propylene (FEP) 243,421 238,157
AR & L K (PVDF) Polyvinylidene fluoride (PVDF) 239,341 185,515
A% B (FKV) Fluorine rubber (FKM) 80,357 74,758
1R %, 2, & (VDF) Vinylidene fluoride (VDF) 21,253 30,998
H A Others 92,722 59,095
2,152,054 2,053,751
ERRERIEZEMRESBREIKRE Information about revenue from organic silicone segment by

F B W 25 B B

products from external customers

20144 20134

ARE T ARETFIT

2014 2013

RMB'000 RMB'000

DMC (ZREMEESIRE) DMC (Dimethylcyclosiloxane) 381,883 524,976
1075152 B 107 Silicone Rubber 475,402 363,131
R Raw Vulcanizate 155,511 156,840
D3(ANFRER=ME&L) D3 (Hexamethylcyclotrisiloxane) 7,191 12,343
R R B Gross Rubber 58,742 51,615
REARXRE Gaseous Silica 74,668 86,558
DMC7K R ) DMC Hydrolysate 70,422 126,706
= FRES RS Trimethylchlorosilane 29,127 65,047
RG-SR Methyldichlorosilane 6,979 10,935
AT Ganister sand 24,696 30,880
M BDMC DMC Lineament 67,900 26,451
Da( \FREIRIMiESA ) D4 (Octamethyl Cyclotetrasiloxane) 33,332 1,014
Hfb Others 123,471 58,943
1,509,324 1,515,439
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6. WmKoEBER (&) 6. Revenue and segment information
(Continued)
ERERRE (& Entity-wide disclosures (Continued)

ERERERSEZ_SEF IR PVCRERRK Information about revenue from Dichloromethane, PVC and

BAREFHREER liquid alkali by products segment from external customers
20145 20134
AR¥T T ARETF T
2014 2013
RMB’000 RMB'000
PVC PVC 600,153 566,578
—E Rk Dichloromethane 240,368 178,859
o1 ] Liquid alkali 350,015 342,704
1,190,536 1,088,141

FHRERIBZHMEE I BRE IR
EEHNWEER

Information about revenue from other operations segment by

products from external customers

20145 20134

ARBT ARET T

2014 2013

RMB’000 RMB'000

AHF (EEXE EE) AHF (Anhydrous Fluoride) 12,091 7,621
abasz Ammonium Bifluoride 52,033 50,919
DEMHE Hydrofluoric Acid 25,474 22,391
RE Bromine 41,045 26616
Hth Others 29,431 98,881
160,074 206,428

REEEERLA —T-HFFR
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Notes to the Consolidated Financial Statements
HZE2014F 128318 LFE

For the year ended 31 December 2014

Revenue and segment information
(Continued)
Information about major customers

There was no revenue from a single customer that contributed over
10% of the total sales of the Group during each of the two years
ended 31 December 2014.

Geographical information

The Group's revenue from external customers by geographical
location of customers is detailed below:

20144 2013%F

ARBT AR T T

2014 2013

RMB’000 RMB'000

a3 PRC 5,937,784 5,266,217
T (BRARESN) Asia (except PRC)

—B7R — Japan 358,929 363,919

— R — South Korea 260,211 242,722

—ENE — India 39,292 19,500

— ¥ N3 - Singapore 31,525 18,007

— = H — Thailand 44,735 31,263

—fRpEE B & — United Arab Emirates 82,652 21,014

—EE 8 — Pakistan 21,018 19,032

— RS — Malaysia 22,822 19,393

—JEEE — Philippines 11,736 8,655

— R — Viet Nam 14,593 11,075

—TFHH ~Turkey 18,909 20,930

—HE B — Other countries 120,004 74,142

NEE Subtotal 1,026,426 849,652
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6. WmKkoHER (&

6. Revenue and segment information

(Continued)

HEER (4 Geographical information (Continued)
20144 20134
AR TR ARET T
2014 2013
RMB'000 RMB'000
e America
—%E - United States of America 246,732 255,405
—BEr — Brazil 85,090 68,162
—H iR — Other countries 7,983 6,634
INET Subtotal 339,805 330,201
HO Europe
— B XF - Italy 145,542 161,221
— R — England 3,370 6,591
— R & HT — Russia 35,355 39,996
— = - Germany 25,942 34,569
— =B — France 10,487 6,928
—H A B — Other countries 16,030 26,308
INET Subtotal 236,726 276,113
JEM Africa
—m3k — South Africa 15,953 14,858
—& K - Egypt 4,557 8,737
—E B Flgn — Nigeria 15,509 10,251
—HER — Other countries - 2,870
NET Subtotal 36,019 36,716
HMBER, @ Other countries/regions 22,936 23,915
7,599,696 6,782,314

PIEASREZ RS EEDMNTE -

RESEERAE —Z-—NFER

124

All of the non-current assets of the Group are located in the PRC.



fr & B TS SRR M B

Notes to the Consolidated Financial Statements
HZE2014F 128318 LFE

For the year ended 31 December 2014

Wk oHER (& 6. Revenue and segment information
(Continued)
Hithn HER Other segment information
—g8R ZRREEDD
HEH BATHH HRE PVCR i VELE &8 LS @
ARETFT ARETT ARETT ARETT ARETT AREFT ARETFT ARETT
Reportable
and
Dichloromethane, Property operating
Organic PVCand development segments’ Other
Refrigerants Polymers silicone Liquid Alkali total total operations Total
RMBI000 RMBI000 RMB1000 RMB1000 RMB000 RMB'000 RMBI000 RMBI000
2014% 2014
nE HER Depreciation of property,

HENE plant and equipment 197,382 205,940 144,434 113,928 563 662,247 15318 677,565
EHAERS Amortisation of intangible assets 337 10,705 126 201 - 11,369 16 11,385
(BE)EDERER  (Revisal recognition of

A impairment on trade receivables (166) 82 (55) - - (139) - (139)
ERRARZZ Research and development

HRRAZEA costs recognised as

an expense 4,525 65,414 1,926 1,017 - 72,882 516 73,398
stz s Wiite-down of inventories 9,746 2939 2,568 - - 15,253 - 15,253
HENE BER Loss (gain) on disposals of

REEE (kg) property, plant and

equipment 18,728 2,430 (14) 2,990 - 24,134 2,599 26,733
BEREf#S Release of prepaid lease

payments 29% 5102 3,147 1,069 129 12441 M 12,952
2013F 2013
nE HER Depreciation of property,

BErE plant and equipment 20602 131773 115,187 57546 415 55523 26964 552487

EREAERH Amortisation of intangible

assets 179 8291 165 55 - 8690 18 8,708
EARKENAE Recognition of impairment

on trade receivables - 11 - - - [l - 11
ERRARZZ Research and development

HRERAZHA costs recognised as

an expense 7858 58220 2084 3116 - 7218 390 71668
HARE Wiite-down of inventories 4187 - % 1292 - 572 118 589
hENE #E Loss on disposals of property,

RREBE plant and equipment 20 666 144 59 - 1,131 7 1138
BEREfES Release of prepaid lease

payments 3,566 3984 2672 697 1837 12756 13 12,869
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7. Hfilg A

7. Other income

20145 20134
AR®T R ARET T
2014 2013
RMB’000 RMB'000
BT 7 B Government grants
—HEAYIEEEH (fiFa) — related to expense items (Note a) 10,521 12,576
—HEERR (H:E29) - related to assets (note 29) 23,266 12,384
RITHE A E WA Bank deposits interest income 10,484 13,741
EAXEFF B WA Interest income on entrusted loans 94,131 77,701
JiE Uk ZE 4% I B A Interest income on bills receivables 129,172 19,215
AHEERE ZREKA Dividend income from available-for-sale
investments 2,535 5,302
BB E (HizEb) Compensation received (Note b) - 24,869
HE—REE QR 2K Gain on disposal of an associate
(PF&E18) (note 18) 36 —
HAh Others 20,356 12,398
290,501 178,186
Bt 3 - Notes:
@ B E ERIERFRER A - fEE LS @  The government grants are mainly for the expenditures on research activities

NIERRF

which are recognised as expenses in the period in which they are incurred.

(b)

ZERBIEEE2013F 128318 IFEEREBEAE
B BB 55 = 5 7] M BV e FEMN COMIE B 187
F=HEETIE (TEEREREHEATIE
THER) -

RESEERAE —Z-—NFER
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The amount represented compensation received from an independent third
party during the year ended 31 December 2013 on CDM Project due to its
failure to fulfil its obligation as stated in the agreement entered into by the
Group with the independent third party.



8.

fr & B TS SRR M B

Notes to the Consolidated Financial Statements
20145128318 ILFE

For the year ended 31 December 2014

8. Finance costs

20145 20134
ARBT ARETF T
2014 2013
RMB’000 RMB'000
ME: Interest on:
ARAFTAZEEEZIBITEF  Bankloans wholly repayable
within five years 202,025 112,597
BERAFERNEEEMEE Other borrowings repayable
within five years 4,286 18,400
fEE KA 4aRE Total borrowing costs 206,311 130,997
W EREPFEYERTERSTE  Less: amounts capitalised for properties
under development for sale - (26,928)
W MERZEERTERASTE amounts capitalised for property,
plant and equipment (4,870) (15,004)
201,441 89,065
FARTEARAZEEXRTITRN—RIEEFE Borrowing costs capitalised during the year arose on the general
& TR EEREERIRAINETEE borrowing pool and are calculated by applying a weighted average
AL L R G F6.49% (20134F 1 6.67% )51 E » capitalisation rate of 6.49% (2013: 6.67%) per annum to expenditure

on qualifying assets.
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9. FIEMHMAX 9. Income tax expense
20144 20134
AR®T ARET T
2014 2013
RMB’000 RMB'000
AR ERTER ([ZEMSEF])  PRC enterprise income tax (“EIT")
—BRIFE — Current year 149,647 164,189
—BEFE (BETR)BEREME - (Under) over provision in prior years 5,609 (7,705)
— T HIEER ([T ER]) — Land Appreciation Tax (‘LAT") 8,587 =
163,843 156,484
BRI TE X M (FFE20) Deferred tax charge (note 20)
— R B fff B8 A R AT 9k a Fl) 2 — withholding tax for distributable
AT profits of PRC subsidiaries 15,371 13,977
—H A - others 14,820 (46,186)
30,191 (32,209)
FreHims B Total income tax expense 194,034 124,275

REEEERLA —Z—NFFR 128
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9. FIEHExX (&) 9. Income tax expense (Continued)
AEREHBER EER REMEE 2EK The tax expense for the year can be reconciled to the profit before
AFREKB R AT R TR EERAT tax per the consolidated statement of profit or loss and other

comprehensive income as follows:

20145 20136
ARBT ARET T
2014 2013
RMB’000 RMB'000
B A5 B g A Profit before tax 691,030 561,501
LA25% b TS LB R T E 1Y Tax charge at enterprise income tax rate
BB H (Ff5Ea) of 25% (Note a) (172,757) (140,375)
REBENERFTERREN Income tax on concessionary rate 11,670 14277
A RBRARFIRZE Tax effect of income not taxable
for tax purpose 1,154 1,271
Frib B & AR BN BT E Tax effect of share of result of associates 71 111
AN AT O IEZ 2 Tax effect of expenses not deductible
for tax purpose (11,526) (13,473)
AERRIBEENT A Z Tax effect of tax losses not recognised (16,728) (52,172)
F R S AT R e sR Bl TR BT 18 Y Tax effect of utilisation of tax losses
HETE previously not recognised 12,123 51,326
BEAFE (BETR)BEREE Under (over) provision in respect
of prior years (5,609) 7,705
AR B B 88 A ) AT i 9 I & A Deferred tax on distributable earnings
EFET IR (Fi5EDb) of PRC subsidiaries (Note b) (15,371) (13,977)
S5 IR FE R AT IR D s Z FE A Tax effect of deductible temporary
BExgE differences previously not recognised 10,174 21,291
T ER (M aEc) LAT (Note c) (8,587) -
THIRERNR BT E Tax effect of LAT 2,147 -
Hith Others (795) (259)
AEFRIBHAEL Tax expense for the year (194,034) (124,275)
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9. FIEHAEX (&)

B aE -

@ 2SR EREEMEHREEARANEIEZMBEA
BILRRECTARAR (FREET]) ILE
RESDFMHBERAR ([RESDFI)
WRREEREMMERAR ((REAH
B WRRERAEMHARAR ([REA
EDRILVRREBHEXFRAR ([BHE
%) BAERAPTIS BBR o ILRZEE A KL
BRAT ([EEA] ) MPTS B E15%:
DEEEBRSERHRMEEER-

) IREFEBEERBEERBHAZHLMRT
(200855 15% X 14 - F B E 88 52008571 A1H i
FTEASFFDIRNKE  ARE OMNFE
BEEMINE D EBEIE) F3R7IEUA K
GINERECEMINECERBSEAE A
A) SFOMERIRE M EER B AR
RO IRBFEELEFIBE EAARE15371,000
7T (20134 : AR#¥513977,0007T) B 5t AFEAIE

ZSo
fm

©  LHEETERLHMEBENFHER0%E60%
) S A AR - BN K S 6 PTAS SRIEUR AT 40
RS BRI BENRARATAE Y EE
Sl

EIER A F B I A KT FE20 ©

RESEERAE —Z-—NFER

Income tax expense (Continued)

Notes:

(@)

Applicable enterprise income tax rate of 25% represents the relevant income
tax rate of Shandong Dongyue Chemicals Co,, Ltd. (‘Dongyue Chemicals”),
Shandong Dongyue Polymers Co., Ltd. ("‘Dongyue Polymers”), Shandong
Dongyue Organosilicon Materials Co., Ltd (“Dongyue Organosilicon”),
Shandong Dongyue Fluo-Silicon Materials Co,, Ltd. (‘Dongyue Fluo-Silicon”)
and Shandong Dongyue Union Property Co,, Ltd (“Union Property”) which
are the major subsidiaries of the Company. The income tax rate of Shandong
Huaxia Shenzhou New Materials Co., Ltd. (‘Huaxia Shenzhou”) is 15% as it
obtained the qualification as a high and new technology enterprise.

According to a joint circular of Ministry of Finance and State Administration
of Taxation, Cai Shui [2008] No.1, dividend distributed out of the profits
generated since 1 January 2008 held by the PRC entity shall be subject
to EIT pursuant to Articles 3 and 27 of the Income Tax Law Concerning
Foreign Investment Enterprises and Foreign Enterprises and Article 91
of the Detailed Rules for the Implementation of the Income Tax Law for
Enterprises with Foreign Investment and Foreign Enterprises. Deferred tax
liability of 15,371,000 (2013: RMB13,977,000) on the undistributed earnings of
subsidiaries has been charged to profit or loss for the year.

LAT is levied at progressive rates ranging from 30% to 60% on the
appreciation of land value, being the proceeds of sales of properties less
deductible expenditures including cost of land use rights and all property
development expenditures.

Details of deferred taxation are set out in note 20.
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10 FREANREZHEH WA LEE 10. Profit and total comprehensive income for
the year
FRaHNREERABEE R (GTA)T Profit and total comprehensive income for the year has been
5l %18 - arrived at after charging (crediting) the following items:
20145 20134
ART ARBTT
2014 2013
RMB’000 RMB'000
HHEESET Short-term employee benefits 407,878 308,719
BIBIEAL (Pf5Ea) Discretionary bonus (Note a) 4,970 379
RIREF Post-employment benefits 79,169 82,460
IR A8 B 2 ARG AR 2 19 B =2 Equity-settled share-based payment
expense 36,532 74,962
Hh 8 TEF Other staff welfare 28,885 25,084
BETRA (H5ED) Total staff costs (Note b) 557,343 491,604
ERBRAX 2 FEKA Cost of inventories recognised as
an expense 5,772,058 5,143,767
M WS RERENE Depreciation of property, plant and
equipment 677,565 552,487
mEEEE (FFAHEKA) Amortisation of intangible assets
(included in cost of sales) 11,385 8,708
ZEETEN & Auditor's remuneration 3,215 3,063
X (Wess) BRI Net foreign exchange (gains) losses (2,745) 8,205
T 2R B U BR TR (B Recognition of impairment
on trade receivables (139) 111
EERAERST 2R RFAERZA  Research and development costs
recognised as an expense 73,398 71,668
WREFE (G AHEKA) Write-down of inventories
(included in cost of sales) 15,253 5,890
BEENES Release of prepaid lease payments 12,952 12,869
HEME SRR EEE Loss on disposals of property,
plant and equipment 26,733 1,138
Mizt: AEBIRABFEESH - Notes: Directors’ emoluments are included in the above staff costs.
ERENBIBEA AR ARE1,073,0007T The actual discretionary bonus paid was RMB11,073,000 (2013:
(20134F : AR #7,985,0007T) ° RMB7,985,000).
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For the year ended 31 December 2014

M. BEERFETHRAEEE

M10% (2013F : 10R) EEREZEITHRAE
FABFTREMFE T

11. Directors’ and chief executive’s

emoluments

The emoluments paid or payable to each of the 10 (2013: 10)

directors and the chief executive were as follows:

0145
2014
REGE
BERL B HRBRA
ne #e (W) R X EthEA it
ARETR  ARBTR  ARETR  ARETR  ARETR  ARETR  ARETR
Equity-settled
Pension share-based
Discretionary scheme payment Other
Fees Salary  bonus (Note)  contributions expense benefits Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
HiEs Executive Directors
RRRLE Mr. Zhang Jianhong 144 6,000 4906 - 3439 - 14,489
BELE M. Fu Kan 14 - - - - - 144
UEFRE Mr. Liu Chuanoj 144 6,000 4901 - 3,490 - 14535
ERBLE Mr.Cui Tongzheng 144 2400 1,266 5 1,293 2 5110
RERE Mr. Wu Tao 14 - - - - - 14
FRAL Mr. Zhang Jian 144 - - - 5 - 196
BUHTES Independent Non-executive
Directors
TRERE Mr Ting Leung Huel, Stephen 250 - - - - - 250
FEREE Mr Yue Run Dong 158 - - - - - 158
FEERLE M. Yang Xiaoyong (appointed
(R4 f14R on 14 August 2014)
EZfE) 60 - - - - - 60
Hord Mr Liu i (resiged on
(R014EBAI4REME) 14 August 2014) - - - - - - -
1332 14,400 1,073 5 8,274 2 35,086

RESEERAR

—E-mEER
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11. Directors’ and chief executive’s

(&) emoluments (Continued)
03F
2013
kg
ML &M URGIE
ik e (M) BE 5 X E it it
ARETT ARETT ARETT ARETT ARETT ARETT ARETT
Equity-settled
Pension share-based
Discretionary scheme payment Other
Fees Salary bonus (Note) ~ contributions expense benefits Total
RMBO000 RMB000 RMBO000 RMB000 RMBO000 RMBO000 RMB000
Yi7Ee Executive Directors
FRALE Mr. Zhang Jianhong 144 6,000 3405 - 6982 - 16,531
eV Mr Fu Kwan 144 - - - - - 144
AEFEE Mr Liu Chuangi 144 6000 3355 - 7087 = 16,586
ERRLE Mr. Cui Tongzheng 144 2400 1225 4 2605 2 6,400
RELE
(Ro03%3A21B Mr. Wu Tao (appointed on
BZfE) 21 March 2013) 108 - - - - - 108
BrEft Mr. Yan Jianhua (resigned on
(ROBE3ANABE) 20 March 2013) % 100 - - - - 136
FRAL Mr. Zhang Jian 144 = = = 105 = 249
BUkHTES Independent Non-executive
Directors
TRERE Mr Ting Leung Huel, Stephen 15 - - - - - pls
BlERA Mr. Liu Yi (resigned on
(R014F8RI4BEE) 14 August 2014) 144 - - - - - 144
FRRLE Mr Yue Run Dong 144 - - - - - 144
1397 14500 7,985 4 16,799 2 40687

RIERFEETRARBITHAE L3
BROHHEEEESTRARREHREDH
oMo

FR AEETERESKALZRRHAL
SRS ABEBEENBAEERIEANA
AEBMNES BB AE - MEEETHA
B EENERE2014F12A310 1E
BEENTAME -

BfaE RIS FEAL DR B EENEARRMEE

Mr. Zhang Jianhong is also the Chief Executive of the Company
and his emoluments disclosed above include those for services
rendered by him as the Chief Executive.

During the year, no remuneration was paid by the Group to the
directors or the five highest paid individuals as an inducement to
join or upon joining the Group or as compensation for loss of office.
Neither the Chief Executive nor any of the directors waived any
emoluments for the two years ended 31 December 2014.

Note: Discretionary bonus is determined based on the individual performance of
the directors.
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12. EEEH

AEBLRREHFALTET =4

F ZRIRARFAEST HFMERNLEX
BYEEN R B EE - KRR (2013F : M) &

12. Employees’ emoluments

(2013

Of the five individuals with the highest emoluments in the
Group, three (2013: three) were directors of the Company whose
emoluments are included in note 11 above. The emoluments of the

SEATHIEBAT : remaining two (2013: two) individuals were as follows:
201445 20134F
AR%ETR ARBETF T
2014 2013
RMB’000 RMB'000
e Salary 5,902 4856
RORET IR Pension scheme contributions 5 6
PR E 2 DARR {0 32+ 7 < Fquity-settled share-based payment
expense 1,552 3,150
7,459 8,012
EEHMN FLATAER Their emoluments were within the following bands:
20145 20134
2014 2013
== 4= No. of employees
3,000,001 7T 24,000,000/ 7T HK$3,000,001 to HK$4,000,000 1 =
4,000,001 7T 25,000,000 7T HK$4,000,001 to HK$5,000,000 - 1
5,000,00178 7T 26,000,000/ JT HK$5,000,001 to HK$6,000,000 1 1

RESEERAE —Z-—NFER
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RRFHEAANEIEERERNNEERNT
BT BB E

R B B 75 3R P R
Notes to the Consolidated Financial Statements
EZE2014F 128318 ILF 8

For the year ended 31 December 2014

13. Earnings per share

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

2014F 20134
F +
2014 2013
‘000 ‘000
HERERNREERF S B Earnings for the year attributable to
RNEERRNGER AELERF] owners of the Company for the
(ARE) purposes of basic and diluted
earnings per share (RMB) 483,276 465,898
HERERREERN M= Weighted average number of ordinary
T AR I e 9 2 shares for the purposes of basic and
diluted earnings per share 2,118,246 2,119,960

BARARRE I AT EERENITEES
R I HE - EFE & Z= 20145 %2013
F12 431 HILFEMNESREERFIR T &R
B EEREETE

The computation of diluted earnings per share for the years ended
31 December 2014 and 2013 does not assume the exercise of all
of the Company’s outstanding share options as the exercise prices
of those options are higher than the average market price of the
shares.

R B 14. Dividends
20144 20134
AR®T R ARETTT
2014 2013
RMB’000 RMB'000
SETERR B
FRERNERE . e Dividends paid during the year:
2013 RIS - BRROOBSETL 5013 final dividend: HK$0.085
(2013%F : 20 2F REARR B (2013: 2012 final dividend: HK$0.13)
0138 T) per share per share 143,315 219,428

HZE2014F12831BILtFE EEER
#190,635,0007% 7T ( & §%0.097% 7T (2013
F:0.08587L) ) 2R’ E (20135
180,044,000/ 7T, ) #8E P A K 150,392,0007T
(20134 : A R#143,315,0007T) * BRI
RAZ FERREHE-

A final dividend of HK$0.09 (2013: HK$0.085)per share, amounting
to HK$190,635,000 (2013: HK$180,044,000) in respect of the year
ended 31 December 2014, equivalent to RMB150,392,000 (2013:
RMB143,315,000) has been proposed by the directors and is subject
to approval by the shareholders in general meeting.
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15. I - HBRRE

15. Property, plant and equipment

BF HERRE AE BRAREE EEIR @t
ARETT ARETT ARETE ARETRT AR%Tr ARET:R
Plant and Motor Furniture Construction
Buildings ~ machinery vehicles and fittings  in progress Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
B COST
#2013%1 A1H At 1 January 2013 1,184,302 4,989,665 40,680 265,001 183,986 6,663,634
R Additions 30,900 36,699 2,158 19,045 454,836 543,638
WE—RRB D RREA Acquired on acquisition of a subsidiary
(Bi5E32) (note 32) 61,138 312171 1658 3522 599 384,485
R Transfer 81,608 354,645 120 62,663 (499,036) =
T B 85 Eliminated on disposals (1,260) (5,600) (1,207) (358) = (8425)
2013512 A31H At 31 December 2013 1,356,688 5,687,580 43409 349,873 145782 7,583,332
AE Additions 51,762 191,079 1977 38895 386,577 670,290
B Transfer 122,561 343140 520 2721 (468.942) -
T B 8 Eliminated on disposals (1057) (65,490) (1088) (1,773) = (69,408)
#2014%12A31H At 31 December 2014 1,529,954 6,156,309 44818 389716 63417 8,184,214
ZEIE ACCUMULATED DEPRECIATION
720131 A1H At 1 January 2013 258,280 2,094,526 2043 167,341 = 2,542,190
REERS Charge for the year 63,365 446,963 6,552 35,607 - 552487
B Eliminated on disposals (364) (3,789) (820) (388) = (5,360)
#2013 12A31H At 31 December 2013 321,281 2,537,701 21,775 202,560 = 3,089,317
AEERY Charge for the year 72462 553,031 7,208 44,864 = 677,565
5 B 8 Eliminated on disposals (24) (36,796) (1,047) (1,666) = (39,533)
2014128318 At 31 December 2014 393,719 3,053,936 33936 245,758 = 3,727,349
REE CARRYING VALUES
2014512 A31H At 31 December 2014 1,136,235 3,102,373 10,882 143958 63417 4,456,865
2013128318 At 31 December 2013 1,035,407 3,149,879 15,634 147313 145782 4494015

RESBEERAR

—E-mEER
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R2014F 128318 - AEEHNE TEF
HMAMREBEEEESZ REAFERARE
165,547,0007C (20139128318 : AR ¥
146,262,0007C ) °

% - HER R EERAESER THIM A
Al A F BRI R B AN R R sR B E TR AT
5

BgF 20%F =X 7 Af

(B EHEAE)
WEs Rzt 5-104F
B 54

RMEEE 54

AEEBEIFERAED 5 A AR9329,000
7T (201345 : F) R AR #175,235,0007T
(20134 : A R #5491,900,0007T ) K18 7 - #
BREE ARKRERITERREMERE
o

BFUNTE L EPREFHEERA -

fr & B TS SRR M B
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For the year ended 31 December 2014

15. Property, plant and equipment (Continued)

As at 31 December 2014, the Group had not obtained the building
ownership certificates for certain buildings with carrying values of
RMB165,547,000 (31 December 2013: RMB146,262,000).

Depreciation of property, plant and equipment is calculated using
the straight-line method to allocate their cost less their residual
values over their estimated useful lives as follows:

Buildings Shorter of 20 years or the terms of lease
Plant and machinery 5-10 years

Motor vehicles 5 years

Furniture and fittings 5 years

The Group has pledged buildings and plant and machinery with
carrying amount of RMB9,329,000 (2013: nil) and 175,235,000 (2013:
RMB491,900,000) respectively, to secure bank loans and other loans
of the Group.

The buildings are situated on land in the PRC and held under
medium-term lease.
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16. AfHE 16. Prepaid lease payments
AREBENENES AREMENINTWOT The Group's prepaid lease payments are analysed for reporting

purpose as follows:

20145 20134
AR¥F ARBTT
2014 2013
RMB’'000 RMB'000
RS BB RTERN DT Analysed for reporting purpose as:
LU
—BNEf &R 9 — Current portion 13,441 15,272
—JEENEAEE 7 ~ Non-current portion 482,254 562,117
495,695 577,389
ZEFIER T B AR 0E50F Ay Ef b (E The amounts represent the medium-term land use rights situated
F#E- in the PRC for a period of 20 to 50 years.
AEBEDHBRE B E AR ®64939,0007T The Group has pledged prepaid lease payments with the aggregate
WiENES RASEMNRITEEMER carrying amount of RMB64,939,000 to secure bank and other loans
EHE IR (013F - AEMEREFARK (2013: RMB66,794,000 for other loans) of the Group.
66,794,0007T ) °
REZ2014F12A31BIEFE A& B B S During the year ended 31 December 2014, the Group transferred
¥ A AR #73,466,0007T (20134 : &) M fu an amount of RMB73,466,000 (2013: nil) representing one parcel of
RPBEILEEEar— BT itEAELE lands located in Huantai Shandong, the PRC to properties under

Rz (M23) - development for sale (note 23).
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17. B EE 17. Intangible assets
HEHI B4 RIERE @et
ARETTT AREBFTT ARETTT ARET T
Proprietary Exploration
technologies Software rights Total
RMB'000 RMB'000 RMB'000 RMB'000
[N CosT
R2013F 1818 At 1 January 2013 25,051 9% 80,000 105,147
NE Additions 3,881 = = 3,881
U B8 — KT B 2 BB Acquired on acquisition of
BEA (PiI5E32) a subsidiary (note 32) 99,580 13 - 99,593
M2013F12H31H At 31 December 2013 128512 109 80,000 208,621
NE Additions = 1,254 - 1,254
20145128318 At 31 December 2014 128512 1363 80,000 209,875
# 8 AMORTISATION
20131818 At 1 January 2013 20,636 36 = 20,672
REERY Charge for the year 8,692 16 - 8,708
720135128318 At 31 December 2013 29328 52 = 29,380
REERY Charge for the year 11,225 160 = 11,385
M2014F12831H At 31 December 2014 40,553 212 - 40,765
IRTEE CARRYING VALUES
20145128318 At 31 December 2014 87,959 1,151 80,000 169,110
720135128318 At 31 December 2013 99,184 57 80,000 179,241
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17. B EE (&

AEBMEETEEORNFE=TEE"

EERMAERSIFRTAEEBEENA
EREH - WiREARED BIRSFE10F &3
FESFHIH-

FR20124F - AN B LA (B A R #80,000,000
TRE=FREFEASTH 88 M ERE
KRB - R AR ESTBABESNEAEIR
B (BARNEERRHEBNEZRM
B o WIS IS AR B LS A G A K
ARBEBENaSEELnERHEE-

FIERER 20139108 B 5 - IR 572 70 B Hh
REKBEEOBRRE RAZHFRNEETE
EHNEREE  AEE A ERMIFEERK
Hio 2013107  NEE KNS R IERE S
B FLZE2015F10A °

REZ2013F12A31B EFE  AEE BB
MERFIEERERFEE -NEE20145F
NRAJNBLEEE ERUEABEAEARK
40,660,0007T (20134F : A R #40,660,0007T )
BIESS 2 ST G EEETT - B BiRmE
TEHAMR 20155 FIEAIEZE H o ALt - XA FE
ETEHRTEREE K PR20165F S o

RESEARAE —Z-—NFER

17. Intangible assets (Continued)

All of the Group's intangible assets were acquired from third parties.

Proprietary technologies and computer software licences have
definite useful lives and are amortised on a straight-line basis over 5
to 10 years and 3 to 5 years respectively.

During 2012, the Group acquired exploration rights of two mines
from third parties in Inner Mongolia Autonomous Region in the
PRC for a total consideration of RMB80 million. The directors of the
Company expected that the mines are abundant with fluorspar
resources, which is a major raw material for the refrigerant business
of the Group. The acquisition of the mines will enable the Group
to secure a reliable supply of high quality fluorspar resources at a
reasonable cost.

The exploration rights expired in October 2013. According to
the regulations on exploration and mining rights in the PRC, the
Group can extend the exploration rights as long as the survey is in
process and the application fee is submitted. In October 2013, the
Group extended the exploration rights for a period of two years till
October 2015.

During the year ended 31 December 2013, the Group appointed
experts to assess the fluorspar resources reserve. During the year
ended 31 December 2014, the expert's assessment of reserve
for one mine with a carrying amount of RMB40,660,000 (2013:
RMB40,660,000) is in progress. The independent exploration report
is expected to be issued by end of 2015. Accordingly, the directors
of the Company expected that the mining right certificate will be
obtained in 2016.
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BREE (&

AN HRE S —ER2014F128318 R
1 & A K #39,340,0007T (20134F : A R#E
39,340,0007T ) WIE S K MR TEE B {F - |R
EeEEMFEABREZH AKHBAR
Y 4 B8 R AT A4 B IE 197 Bh A £ [ B S S
ANAEFZE MARARBZEEEARE Fi&
1515 AR R - BN IR AS 1R2016F 58 — R o
BN B RS TEE R 20178 B o F I - R
A E)E B TE H IR TR AR 5B S 70201 74F G K EY
BoBEENXEMNME W5z Bk
HIRFERAEEET TEEREREEE
o 2 M E2018%F (RIEME—F)RRAF
Mz BEE REIA R RERE
TR - BEAEEEm S REREKEA
2 A A FRR RN 20155810 A JE M
AEEE ZEBERGHNEREEEZ
TBHR -

fis A5 1 1{r] 22 K P& B PR LE 7N &= (B &5 48 H F T
RS BS IR I 35 RIRl se 2 MR B &
1B R2014F 12 A3 BIRBENEEEAS A
R #80,000,0007T (20134 = A & #80,000,000
JC) °

RBE QA NER
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17. Intangible assets (Continued)

In addition, the exploration work of the expert for another mine
with a carrying amount of RMB39,340,000 at 31 December 2014
(2013: RMB39,340,000) has been suspended because of disputes
with local shepherds. The relevant government authority in Inner
Mongolia Autonomous Region is helping the Group to resolve the
issue with the local shepherds and from the opinion of the directors
of the Company, the issue will be resolved and the exploration
will recommence in second quarter in 2016. The independent
exploration report is expected to be issued in 2017. Accordingly, the
directors of the Company expected that the mining right certificate
will be obtained by the end of 2017. For the purpose of impairment
testing, the recoverable amount of the mine has been determined
based on a value in use calculation. The calculation uses cash flow
projections based on financial budgets approved by management
covering a five-year period from 2018 (the first year of mining)
and a discount rate of 16.6%. For the value in use calculation, it is
assumed that the issue with the shepherds can be resolved and
the exploration right can be renewed upon expiry in October 2015.
Such assumptions and estimations are based on management’s
expectations.

If there is any material impediments which would prevent the
Group from renewing its exploration rights or obtaining the
mining rights certificates, impairment loss may be recognised. The
carrying amount of exploration rights at 31 December 2014 was
RMB80,000,000 (2013: RMB80,000,000).

18. Interests in associates

20145 20134
AR T ARET T
2014 2013
RMB’000 RMB'000

KRR IE T E R R Cost of investments in associates unlisted
AR in the PRC 1,539 16,470

FE(R BB 12 % B - 0Bk Share of post-acquisition profits,

2% B net of dividends received 283 568
1,822 17,038
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18. REEE RN AR (&)
20144 K 2013F12H31H » NEE B E N

18. Interests in associates (Continued)

The details of the Group's associates at 31 December 2014 and

AIMFFBAT 2013 are as follows:
TEEX iR AEEEEH
BERER £BERKR  HIER bk R 5 HERER FEEMEREELS EFEXH
Principal
Form of business  Country of place of Class of Registered capital held  Proportion of voting rights  Principal
Name of entity structure establishment operation  share held by the Group held by the Group activity
20145 20135 20145 20135
2014 2013 2014 2013
R FREFMHER BARRA HE il ifEe 49% 49% 40% 0% HERHER
BRAR ([tARE]) (WaFa)  (BiEEa) RERRL
TR A
Chifeng North Dongyue New Limited liability PRC PRC Registered 49% 49% 40% 40%  Production and
Material Development Co, Ltd. company capital (Note a) (Note a) sales of
("North Dongyue”) fluorogypsum
HEEBREREEEERDA ARAF HE HE Baliic%a - 3333% - 3333  RIERE
([E&RE]) (MizEb)
Zibo Qilu Equity Investment Co, Ltd  Limited liability PRC PRC Registered - 33.33% - 3333%  Equity
(Qilu Investment) company capital (Note b) Investment
Bt 2 - Notes:

@) R201142 8188 ' AR AIAIMIB A RIANS & R
EEBEITARARE—ZBIE=H:]
S 0 BN AL 5 B o AN B RE S AE 5 R
EIEEATE AREGRIZBZA RIALE
ERANEZTZARAEEETHME -

()  2013F28158 AR RINBARRELTHE
—EBUE=FEI LR RIEBRRE H
SEE A A A R #50,000,0007T © B & 20134
2ANBEIEFE  BRIZEEAR45000000
THFMEAE S HPAREETEARK
15,000,0007T © 7 5= (8] 4% 5 75 B 1% & 33 33%0% 1
RAHEE ARSI AR —KEE R M o 55
BT E BT A A A R 55,000,0007T # H A
EBM2015F2 8198 Z BT F - ANE B e H
REBRENSNENTER ~EEKFE
25 B I A A0%HI B HE © 7A2013F 12 A31 B B A%

R BT AMT 533  RIBE B E AL

SRR WEEFBESEEURRIEE EER

SEBLH e Eitt 203F AKEDEEERE

U BE 18 RIS T 233 33% M L A E o

3

BE04FNAJNBLEFE AEER—2H
VE=EHEERNBEBIRE 2 EF3333%00 4
AR B A ARE150890007T  WHERKZFAR
#36,0007T °

RESEERAR —Z-—NEFER
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On 18 February 2011, Inner Mongolia Dongyue Peak Fluorine Chemicals
Co. Ltd, a subsidiary of the Company, entered into an agreement with an
independent third party to establish North Dongyue. The Group is able to
exercise significant influence over North Dongyue because it has the power
to appoint two out of five directors of that company under the Articles of the
Association of that company.

On 15 February 2013, Dongyue Chemicals, a subsidiary of the Company,
entered into an agreement with an independent third party to establish
Qilu Investment with a registered capital of RMB50,000,000. During the year
ended 31 December 2013, registered capital of Qilu Investment amounting
to RMB45,000,000 was paid, of which the Group contributed RMB15,000,000.
The Group held 33.33% equity interest in Qilu Investment and accounted for
the investment as interest in an associate. The remaining registered capital of
Qilu Investment amounting to RMB5,000,000 would be made by the Group
before 19 February 2015. Upon the Group completed its contractual capital
injection into Qilu Investment, the Group will hold 40% equity interest in
Qilu Investment. Details of the capital commitment at 31 December 2013
are set out in note 33. According to the Memorandum of Association of Qilu
Investment, the share of post-acquisition profits depends on the proportion
of actual capital contribution by investors. As a result, the Group's share of
post-acquisition profits of Qilu Investment was calculated on a 33.33% basis
in 2013.

During the year ended 31 December 2014, the Group disposed of its entire
33.33% equity interest in Qilu Investment to an independent third party at a
total consideration of RMB15,089,000 and recognised a gain of RMB36,000.
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18. REFE N RN ER (,."'ﬁ)

18. Interests in associates (Continued)

FrBEE 2 R Al RARRIENZEHFRE WS All of the associates are accounted for using the equity method
WEARR - IRBBIR B RS 5 2% 'J %5'357} in these consolidated financial statements. Summarised financial
BERBZHIWT - information is set out below and is prepared in accordance with
IFRSs.

tHRE North Dongyue
20145 20134
ARET T ARBTT
2014 2013
RMB’000 RMB'000
BEE Total assets 10,661 10,691
wamE Total liabilities 6,943 6,638
BEFE Net assets 3,718 4,053
REBEGEEESE Net assets attributable to the Group 1,822 1,986
B Z2014%F B E2013F
128318 LEE 2ANBILFE
ARET T ARBTT
Year ended Year ended
31/12/2014 31/12/2013
RMB’000 RMB'000
W zs Revenue 9,257 10,186

By N AR AEG Profit for the year attributable to

F A5 A owner of the associate 578 802
A& B FEAE = A Group's share of profit 283 393
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18. REFE N RN ER (&)

tHRE (&)

PR B E R E ER S A
EEHE RN 4R 6 M IS IRR T RER -

18. Interests in associates (Continued)

North Dongyue (Continued)

AT AR Reconciliation of the above summarised financial information to

the consolidated financial statements:

the carrying amount of the interest in the associate recognised in

20144 2013%F
ARBT ARET T
2014 2013
RMB’000 RMB'000
AT RENEEFE Net assets of North Dongyue 3,718 4,053
REBRIEFRE Proportion of the Group's ownership
T 7B 2 b 1 interest in North Dongyue 49% 49%
REBRIE TR EREZEL Carrying amount of the Group's interest in
RHEE North Dongyue 1,822 1,986
EERE Qilu Investment
20145 20134
AR®T R ARBTT
2014 2013
RMB’000 RMB'000
BB E Total assets - 45,158
wmeE Total liabilities - _
BEFE Net assets - 45,158
REBREGEEEFE Net assets attributable to the Group - 15,052

RESEERAE —Z-—NFER
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18. REtE R el RExR (8 18. Interests in associates (Continued)

EeaRE (&) Qilu Investment (Continued)

HZE20145 HZE20134F

1283181 EE 128318 IEFE

AR T ARET T

Year ended Year ended

31/12/2014 31/12/2013

RMB’000 RMB'000

gz Revenue - =

i AlNEIE7 Y N L Profit for the year attributable to

F N g A owner of the associate - 158

AR B FEAS 3 A Group's share of profit - 52

i B RS B R B A B R Rl = AV R Reconciliation of the above summarised financial information to

HEEMNSERNGE M EHRER P ER the carrying amount of the interest in the associate recognised in

the consolidated financial statements:

20145 20134

AR%TR ARBTT

2014 2013

RMB’000 RMB'000

EEIRENEEFE Net assets of Qilu Investment - 45,158
REBREERE Proportion of the Group's ownership interest

T 7 #1211 in Qilu Investment - 3333%

REERBEBIREEZN Carrying amount of the Group's interest in
RMEE Qilu Investment - 15,052
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19. AIHHERE 19. Available-for-sale investments
20145 20134
AR®T T AREFIT
2014 2013
RMB'000 RMB000

JEETRRAES - AR Unlisted equity securities, at cost

A&
— LR BT IR B AR - Shandong Innovation Investment Co,, Ltd.

BRAF (Miita) (Note a) 2,324 2,324
—EERIEE®NEER ~ Zibo ZhangDian Huitong Microfinance

BRAE ([RIEER]) Co, Ltd. (“ZhangDian Huitong”)

(BizEa) (Note a) 66,703 66,703
—LRFBEEKLERE ~ Shandong Peninsula Ocean Blue

HEABRRA A Economic Investment Co., Ltd.

(I'spoBE]) (Ff&ED) ("SPOBE") (Note b) 126,256 126,256
—FhERERER D — China MinSheng Investment Co,, Ltd.

BRAR ([FEREK]) ("CMIC") (Note c)

(BzEc) 1,000,000 -

1,195,283 195,283

Eai3E EIRERENRILABBORAR
B RBESHRERARERESE RE
EREAHENGBEREA AU ARAE
ERRERFEEETSEAE

B & -

@ HEERAEPEEMARHFLAETE KK
B LR AT IR B R BR A Bl 45 B9.9%H)
BEARMEZE R B E2013F12A3B L EE - R
JEEBEREINE AR A R #40,250,0007T + RANE
B iR 5 BB AR AR 21 20136F 12 31 A /)
10.71%3E A ZE 2014512831 H 8915% ©

(b) SPOBEA—MRHEHSFMKINLLEE
BEo RAEE2011F12A3B L FEE - AR A4
SPOBERT 37 72 B 173 5% + 3R #§20,000,0004% SPOBE
B 15 - 48R (B £20,0000003 7T (SR AR
126,256,0007T ) ° 720134 & 2014F12 8318
7K A &) #E 45 20,000,0004% SPOBEAX 17 + 15 FH A% AR
25 H918.18% (20134 : 18.18% ) °

© R2014F5A9OH  AEEBRBEHRRK
1,000,000,0008% B% 173 * 48 & M R 1%2%A% 4 - 1K
&4 AR E1,000,000,0007T » R AR B
VHAR FEREREREMEEETE

RESEARAE —Z-—NFER

The above unlisted investments represent equity investments in
private entities. They are measured at cost less impairment at the
end of the reporting period because the range of reasonable fair
value estimates is so significant that the directors of the Company
are of the opinion that their fair values cannot be measured reliably.

Notes:

(@)
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The entities are private entities that were incorporated in the PRC. The
Group holds 9.9% of the equity interest in Shandong Innovation Investment
Co., Ltd. During the year ended 31 December 2013, additional capital of
RMB40,250,000 was paid to ZhangDian Huitong and the Group's equity
interest in ZhangDian Huitong increased from 10.71% at 31 December 2013
to 15% at 31 December 2014.

SPOBE is a private entity that was incorporated in the Cayman Islands.
During the year ended 31 December 2011, the Company entered into a
subscription agreement with SPOBE to subscribe 20,000,000 shares in SPOBE
at a total contribution of US$20,000,000 (equivalent to RMB126,256,000). As
at 31 December 2013 and 2014, the Company had 20,000,000 shares which
represents 18.18% (2013: 18.18%) equity interest in SPOBE.

On 9 May 2014, the Group subscribed 1,000,000,000 shares in CMIC, which
represent 2% equity interest in CMIC, at a consideration of RMB1,000,000,000.
CMIC is a company established in the PRC and is principally engaged in
equity investment and assets management.
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20. Deferred taxation
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Notes to the Consolidated Financial Statements
BHE20145F12831BILFE
For the year ended 31 December 2014

The following is an analysis of the deferred tax balances for financial

reporting purpose:

20145 20134

ARET R AREF T

2014 2013

RMB'000 RMB'000

RIETRIEEE Deferred tax assets 159,473 166,451
ELEFTEAE Deferred tax liabilities (57,302) (50,164)
102,171 116,287

AERFCHATBECRAEE (BE) R

The following are the major deferred tax assets (liabilities)

HEgHmT: recognised and movements thereon for the year:
WEaER
VES: &3
HENELE EEEN  EAEEN R&MEH
TS RER il -3 Eit &R BREES HEgR  EALAS HEER At @it
Tax
credits on
acquisition
Government of qualified
Distributable Accrual for grants on property
profits of PRC Deprecation employee  prepaid lease plant, and Capitalised
subsidiaries allowance benefits payments equipment interests Tax losses Others Total
ARETT  ARBTT ARETR  ARETR ARETR  ARETRT ARETR  ARETRT  ARETR
RMB1000 RMB1000 RMB'000 RMB000 RMB1000 RMB1000 RMB000 RMB1000 RMB1000
R013E1A1R At 1 January 2013 (36,056) 9673 64581 30033 266 (6,555) 4408 7,260 73610
EfRSENR Dividend withholding tax paid 25165 - - - - - - - 25,165
RIERTER () A (FF9)  (Charge) credit recognised
in profit or loss (note 9) (13.977) 4957 (12378) 20864 (133) (15) 34650 (1759) 32209
WE-RHEAR (H33) Acqisition of a subsidiary (note 32) - (25992) 23 8572 - - - - (14697)
R013E 128318 At 31 December 2013 (24:868) (11362) 54926 59469 133 (6,570) 39058 5501 116,287
B fkE ENE Dividend withholding tax paid 16075 - - - - - - - 16075
RBERR (B (FF9)  (Charge) credit recognised in profit or loss
(note 9) (15371) 2908 (10,890) (16958) 17367 1,45 (21,670) 13178 (30491)
R1412A318 At31 December 2014 (24164) (8454 44036 4511 17500 (5329) 17388 18679 102171
147

Dongyue Group Limited Annual Report 2014



iR A B TS AR M 5T

Notes to the Consolidated Financial Statements
HE2014F12831A1LEFE

For the year ended 31 December 2014

20.

21.

EER A ()

20145612 A318 - A& E ] AEHEHAR K
S M B R {58 FR 7 1B B 18 A A R 16312,500,000
7C (20134 : A R #380,761,00070) ° B L &
fh A8 A R #69,552,0007 (20134 : A R#E
156,233,0007T ) B B B FE SR IR IE TR IR B EE ©
BRI EERBEEE BN ERT G2
GRIRAARBAMIEEEEN  TALER
B2 T AR Eh A B TE B 18 A R 242,948,0007T
(20134F = A R #224,528,0007T ) 7R HE 32 R FE
MBEE - ABERAVEBBERLEEEAR
#£216,314,0007T &2 A & #66,912,0007T * 7 5l
18 F20184F %2019 B Hf (20134 : AR
126,942,0007T & A R #253,818,0007T #5 5 5]
720174 R 20184F F H) o

20. Deferred taxation (Continued)

At 31 December 2014, the Group had unused tax losses of
RMB312,500,000 (2013: RMB380,761,000) available for offset against
future profits. A deferred tax asset has been recognised in respect
of RMB69,552,000 (2013: RMB156,233,000) of such losses. No
deferred tax asset has been recognised in the remaining unused tax
losses of RMB242,948,000 (2013: RMB224,528,000) as it is uncertain
whether taxable profit of the corresponding group entities will
be available against which the unused tax losses can be utilised.
Included in unrecognised tax losses are losses of RMB216,314,000
and RMB66,912,000 that will expire in 2018 and 2019 respectively
(2013: RMB126,942,000 and RMB253,818,000 that will expire in 2017
and 2018 respectively).

EES 21. Goodwill
20145 20134
ARETx ARETF T
2014 2013
RMB’000 RMB'000
B COST
M1AR At 1 January 1,354 1,354
EXaRE—RBAF Arising on acquisition of a subsidiary
(Bf5E32) (note 32) 84,540 84,540
128318 At 31 December 85,894 85,894

BHEITREAIR - A R #84,540,0007T (2013
F . AR #84,540,0007T ) & A & #1,354,000
7T (20134 : AR ¥51,354,00070) ZFEEE %
B3 BE T AR ER 5 2= AR BB AT - BIR SR AP = Y
BRE: &a MRS BHEESAL RES
BloHHReEREEEXBRAR ([REHE
¥ | REZE2014F12831BIEFE  AEH
EEEREWADREMEERE-

RESEARAE —Z-—NFER

For the purpose of impairment testing, goodwill of RMB84,540,000
(2013: RMB84,540,000) and RMB1,354,000 (2013: RMB1,354,000)
have been allocated to two cash generating units (CGUs)
representing two PRC subsidiaries, Huaxia Shenzhou in the
polymers segment and Dongying Dongyue Salt Co,, Ltd ("Dongyue
Salt”) in the refrigerants segment. During the year ended 31
December 2014, management of the Group determines that there
is no impairment of goodwill.
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EE (&)
EEHA

FEE AN WO B RIEEBEER
HET FAENREEREECHAENTFH
M EE AR TR E RRLE X 1660%5T
B AFHNENIR SR ERMA%NIZEIE
RRHAEH - ZIEREDERBBITRIERTE
A ETBBERTENTFIRERE -
EREEAENEBIERRVE (B
BEHEENENZEAN) RS REMEF
BR - ZE G DERER AN BERRE
MREREBHMSEREBBNTEN - EEENR
5 ZEFRJAEAELRNEAE{IT
SEHFEEMANAKREERBE DK
B -
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For the year ended 31 December 2014

21. Goodwill (Continued)

Huaxia Shenzhou

The recoverable amount of Huaxia Shenzhou has been determined
based on a value in use calculation. That calculation uses cash flow
projections based on financial budgets approved by management
covering a five-year period and a discount rate of 16.60%. Cash
flows beyond the five-year period are extrapolated using a steady
3% growth rate. This growth rate is based on the relevant industry
growth forecasts and does not exceed the average long-term
growth rate for the relevant industry. Other key assumptions
for the value in use calculations relate to the estimation of cash
flows which include budgeted sales and gross margins. Such
estimation is based on past performance of Huaxia Shenzhou
and management'’s expectations for the market development.
Management believes that any reasonably possible change in any
of these assumptions would not cause the aggregate carrying
amount of Huaxia Shenzhou to exceed the aggregate recoverable
amount of Huaxia Shenzhou.

22. Inventories

20145 20134

ARBT T AREETFIT

2014 2013

RMB’000 RMB'000

R R R H R SR Raw materials and consumables 243,817 243,673
£ & Work in progress 64,063 86,997
RIRY oh Finished goods 491,981 369,384
et Total 799,861 700,054
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23. HEWE

23. Properties for sale

20144 20134

AR®T R AR T T

2014 2013

RMB’000 RMB'000

B LA HEYE Completed property for sale 67,639 -
ERERG 2 EREDE Property under development for sale 736,750 569,488
804,389 569,488

REZE2012F12A3ALEE  AEBEE
BAEMEFRBRILREEESGHRSE M
EHERZ 2= BEBEHERAEEIR
R B AR RSP PIREE o SRR R TR R2012F
MI-BEEESARE ME—HERE
F2014F12A31HIEFERT - 2 THARTE
AR ARERMERNTL

R2014F 128318 ERERBR 2 EEMHE
7 BR E B A R #5427,759,0007T (20134 : A
R #199,396,0007T, ) 78 #f #5 1A ) 25 HA K #E &1
+—EARET-

RESEARAE —Z-—NFER

During the year ended 31 December 2012, the Group’s
management decided to develop residential properties on two
parcels of lands which are situated in Huantai Shandong, the PRC
for sale and the relevant development plan had been approved
by relevant authority in the PRC. The construction work was
commenced in 2012. The whole project is divided into five phases
and phase 1 was completed during the year end 31 December
2014. The remaining four phases was expected to be completed in
the coming two years.

At 31 December 2014, the carrying amount of properties under
development for sale of RMB427,759,000 (2013: RMB199,396,000)
are expected to be completed within twelve months from the end
of reporting period.
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24, FEUNBR FX K H it FE L K18 24. Trade and other receivables
20145 20136
ARBT AR T T
2014 2013
RMB’000 RMB'000
JFE Uk BR 3k Trade receivables 1,786,551 1,054,504
B R ER Less: allowance for doubtful debts (3,818) (6,169)
1,782,733 1,048,335
R A TE RIE Prepayments for raw materials 36,176 85,304
JFE Ui 1B Value added tax receivables 13,696 21,334
TEEYHEEENTEMNBIE Prepaid taxes arising from pre-sale
of properties 39,588 30,714
BISIEPNGIEE 2T Advance to a non-controlling shareholder of
AR R 25K a subsidiary - 10,000
o K E b e s IE Deposits and other receivables 34,285 22,552
1,906,478 1,218,239
FEW AR SR BIER2014F12A31HEA R Included in the trade receivables are bills receivable amounting to
1,539,006,0007T Z FE R 1% (2013F : AR RMB1,539,006,000 at 31 December 2014 (2013: RMB811,604,000).
811,604,0007T ) °
AEBHRTERPZEBKEREER WA Customers are generally granted with credit period of less than
A Ho0R - Y EE — MR R90R A sk180H 90 days for trade receivables. Bills receivables are generally due
WEE - R IEE = A (JrE s R B B in 90 days or 180 days. The following is an aging analysis of
HE) ANEBER RS ARER 2 ERERR trade receivables, net of allowance for doubtful debts presented
(B RERE) NERRIITE2IAT based on the invoice date, also approximate the date of revenue

recognition, which are recognised by the Group at the end of the
reporting period.
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24 EWWBR R HE# FEUL RN IE  24. Trade and other receivables (Continued)

(%)
20144 20134
AR T ARET T
2014 2013
RMB’000 RMB'000
90H A Within 90 days 1,524,267 955,840
91H =180H 91-180 days 250,277 86,345
181 LA above 180 days 8,189 6,150
1,782,733 1,048,335

EAETAHEER ASESRENEF
MEERTHBEEFNEELERNET
BEMEREE -TPMERBEEMERT
BTG E LR IR ° 99% (20134 : 98% ) K 3
M AREZBREREEEEAETNR
HEATR - AEEETEFANESE 2
AREERHZEERE-

AEEZREBEREHBELERAEASA
R #£27,340,0007T (20134F = A R #23,280,000
T ZEF - RRER A @M AEEL
ER R EEIEEL B AEEW AR
EEREFEMERSERAER

Before accepting any new customer, the Group conducts research
on the creditworthiness of the new customer and assesses the
potential customer’s credit quality and defines credit limits by
customer. Limits and scoring attributed to customers are reviewed
twice a year. 99% (2013: 98%) of the trade receivables that are
neither past due nor impaired have the high ranking record
attributable under the research on the creditworthiness. The Group
offers various settlement terms which vary depending on the size
of contract, credibility and reputation of the customers.

Included in the Group's trade receivable balance are debtors
with the aggregate carrying amount of RMB27,340,000 (2013:
RMB23,280,000) which are past due as at the reporting date for
which the Group has not provided for impairment loss. The Group
does not hold any collateral or credit enhancements over these
balances.

20145 20134

AR T ARET T

2014 2013

RMB'000 RMB'000

918 £180H 91-180 days 19,151 17,130
1818 &365H 181-365 days 8,189 6,150
27,340 23,280

RESEARAE —Z-—NFER
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24. Trade and other receivables (Continued)

Allowance of the above amount has not been made by the Group
as there has not been a significant change in the credit quality and
the amounts are still considered recoverable. The directors of the
Company consider they are in good credit quality.

REERESZD Movement in the allowance for doubtful debts
20144 20134
AR® TR AREEFIT
2014 2013
RMB’000 RMB'000
FYEER Balance at beginning of the year 6,169 8,304

e 58 B U BR BB B Recognition of impairment on

trade receivables (139) 11
R AT B MM EE A FRIE  Amounts written off as uncollectible (2,212) (2,246)
FIREERR Balance at end of the year 3,818 6,169

DA b B R A5 7 1 RE U 120 A 8 MK AR SR Y
AR

NHEAEEERNEEENINNEET
BENAKERERAFIINT

The above allowance represents impairment for trade receivables
which are considered not recoverable.

The Group's account receivables that are denominated in
currencies other the functional currencies of the relevant group
entities are set out below:

EpH AR
T Tt
us$ RMB
‘000 ‘000
72014128318 As at 31 December 2014 17,210 105,308
M2013F12H31H As at 31 December 2013 18,120 110,475

m— R E A B R RN BT A
AR 3% AR R o%st B R ERE E 20145
NRAJNBILEFEEZHEE-

Advance to a non-controlling shareholder of a subsidiary was
unsecured, charged at interest rate of 2% per month and fully
repaid during the year ended 31 December 2014.
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25. ZEE R

25. Entrusted loans

20144 20134F

ARBT AREF T

2014 2013

RMB’000 RMB'000

ZiEER Entrusted loans 370,000 425,000

M2014F 12 A3 1 BN EBIERZ B BIE =
T IR R AR #370,000,0007T (20135 : AR
#5425,000,0007T ) ZFEE F e 12014512 A31
B - &% A R #370,000,0007T (20134 : &)
MBI E = &R -M2013F128318 &
ST E R85 A R 425,000,0007T A
AR o 42 [E 7F F FI K 10.2%212% (20134 ¢
102%ZE12%) 5T B 2 ZEE RN —F RN
Ho

REEENTEB AR SRFEBANE
AMRETHR W HEEEBANSE
REERATEBANEELR -AEEIR
BRI ERIGR BRIEREES LRE
(N T AR #520,000,0007T E A R #80,000,000
7L (20134 : AR ¥7,000,0000 & A R #&
80,000,0007T) N &) - EH AN ERREE R
EEMEE - B IRE HARI A i B R
B-BEERETHEBILE=AOEAMKR
WAl ER G BEERERB -

RESEERAE —Z-—NFER

The balance represents entrusted loans to several independent
third parties amounting to RMB370,000,000 at 31 December
2014 (2013: RMB425,000,000). At 31 December 2014, balance of
RMB370,000,000 (2013: nil) was guaranteed by independent third
parties. At 31 December 2013, entrusted loans with total, balance
of RMB425,000,000 were unsecured. The entrusted loans bear
fixed interest ranging from 10.2% to 12% (2013: 10.2% to 12%) per

annum with maturity of one year.

Before accepting any new debtor, the Group conducts research
on the creditworthiness of the new debtor and assesses the
potential debtor’s credit quality and defines credit limits by
debtor. The Group offers various settlement terms which vary
depending on the size of contract ranging from RMB20,000,000 to
RMB80,000,000 (2013: RMB7,000,000 to RMB80,000,000), credibility
and reputation of the debtor. Loans are not past due or impaired
at the end of reporting period. The directors continuously evaluate
the creditworthiness of the independent third parties and may,
on a case by case basis, extend the repayment date on mutual
agreement.
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B&

BEMEEEEROEEBRITERAAR
#5185,145,0007T (20134 : A & #106,320,000
7o) A D E AR EE -

BRI RMBITERIZZHF Rt
B o BRI IRITE AR 1T 4 8RR 20144F
12H31 8 &9 N4 35 BB FI X 5 5l £2.80%
(20134 : 2.80% ) }2.0.35% (2013%F : 0.35% ) °

U EEERNINEEEAINEET
ENAKERITESRIIINT :

iR e B TS R M
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For the year ended 31 December 2014

26. Pledged bank deposits/bank balances and

cash

Pledged bank deposits amounting to RMB185,145,000 (2013:
RMB106,320,000) have been pledged to secure the bills payable
and are therefore classified as current assets.

Pledged bank deposits and bank balances carry variable interest
rates. The weighted average effective interest rates on pledged
bank deposits and bank balances as at 31 December 2014 were
2.80% (2013: 2.80%) and 0.35% (2013: 0.35%) respectively.

The Group's bank balances that are denominated in currencies
other than the functional currencies of the relevant group entities
are set out below:

E AR®
T T
uss RMB
000 000
720145124318 As at 31 December 2014 5,706 34918
7R2013F12 4318 As at 31 December 2013 11,184 68,187
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27. BRI R EMEMSFIERRE
HEMXEWRE
(a) FEASBRAAR H i FE A 7N E

27. Trade and other payables & deposits
received from pre-sale of properties

(a) Trade and other payables

20144 20134
ART ARBTT
2014 2013
RMB’000 RMB'000
FETBR R Trade payables 1,255,355 941,408
AW = 5RIE Receipt in advance from customers 74,741 62,048
FEAHBE TN (Bd5Ei)  Payroll payable (Note i) 185,426 224,847
VI3 WS T RAEFEST  Payable for property, plant and equipment
A (KEEi) (Note i) 108,798 117,647
b~ IE Other tax payables 32,323 12,203
Y RIEE ARA  Other deposits in relation to property
HMRER development project 58,000 110,955
ELERB 2 EEYE  Construction cost payables for properties
) JE {5 e TR AR under development for sale 191,121 48,525
H e M EETFIE  Other payables and accruals 66,855 86,748
#5 Total 1,972,619 1,604,381
ks Notes:

0] R2014F 128318 ENBIFHMNEE
—BATEKNBAREELRESE
A R #62631,0007T (2013F : AR
58348,0007T) - B L FEIEASEE
MEBARIEEMNEBEHRESEE T
EERRABLIRERETE - WIREHR
PARTAREL R GTH o (R E B R B1ERT
—FEFHTE THELIREMTRE
BEBME TR

@ UM - Es KRB RN FIRE R
M MR RS SE R IR = (B A A
WHRAFEF A EBEEZTR

RESEERAE —Z-—NFER

(i) As at 31 December 2014, included in the payroll payable is a
provision for social insurance fund for employees of the PRC
subsidiaries amounting to RMB62,631,000 (2013: RMB58,348,000).
The amount of the provision represents the Group's entire obligation
for social insurance fund for employees of PRC subsidiaries and
is determined based on the relevant national regulations on
social insurance and calculated based on the basic counting unit
multiplied by the social insurance rate. The basic counting unit
for social insurance shall be the average wages of an employee in
the preceding year and shall not be less than the minimum limit
promulgated by the local social insurance bureau each year.

(i) The payable for acquisition of property, plant and equipment will be
settled three months after the completion of installation of the plant
and machinery which is recorded in the addition of construction in
progress during the year.
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27. ERHRAREMENSRIERHKE 27. Trade and other payables & deposits
EEWEEWZEE (&) received from pre-sale of properties
(Continued)
EAERAREH MBS XIE (a) Trade and other payables (Continued)
(#&)
JE 51 BR 3k B 45 3 A IR 16698,855,0007T Included in the trade payables are bills payable amounting
(2013%F : AR¥295,490,0007T ) 2 FELT to RMB698,855,000 (2013: RMB295,490,000). Bills payable are
ZFR-ENEBERASEND EAR secured by the Group's pledged bank deposits.
Y g
TERERER -
KEEMHWTHEERROA K& The average credit period on purchase of goods is 90 days.
BEEHIEETERREERSR N The Group has financial risk management policies in place
BRATBENRIEREEHRANE to ensure that all payables are settled within the credit
g - timeframe.
BEBEERBH BABRROKRE DT The following is an analysis of trade payables by age,
Z5T presented based on invoice date:
20145 20134
ARBT ARET T
2014 2013
RMB’000 RMB'000
30HA Within 30 days 321,912 686,530
31H£90H 31-90 days 481,385 174,941
91H £2180H 91-180 days 399,077 52,744
181H 2365H 181-365 days 38,301 12,929
1EZE2F 1-2 years 9,337 8,254
BiE2F More than 2 years 5,343 6,010
1,255,355 941,408
ENERBIE—HENRENB A Included in the trade payables is trade payables to two non-
W % FE 12 AR A% 2R BR 5k A IR #64,390,000 controlling shareholders of two subsidiaries amounting to
70 (2013F12A31H © A R #45,464,000 RMB4,390,000 (31 December 2013: RMB5,464,000) which
T0)  BRER ThA30H M o R FIRIE 2 5 are aged within 30 days. The general credit period given by
BEH-—MA=ZE~NEA-ELERE them is three to six months. The construction cost payables
TR FE A b TR AN AR R TH R for properties under development for sale are aged within 90
90H A - days.
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27. EHRAREMENSRIERHKE 27. Trade and other payables & deposits

EEWEEWEZRE (&) received from pre-sale of properties
(Continued)
(@) BENERRKH M ESRKRE (a) Trade and other payables (Continued)
(#&)
REBAEBEEER LS The Group's trade and other payables that are denominated
LASN 2 & HE ST B B FE A BR 3R I LAt fE in currencies other the functional currencies of the relevant
RRIBHEZ AR - group entities are set out below:
E ARH
T Tt
uss$ RMB
‘000 ‘000
2014512318 As at 31 December 2014 8,696 53,213
72013%F 128318 As at 31 December 2013 1,536 9,366
(b) R*TEEMEEWES (b) Deposits received from pre-sale of properties
20145 20134
ARBT R ARBTT
2014 2013
RMB’000 RMB'000
HIBEWEEWILZE  Deposits received from pre-sale of
(Bf&E) properties (Note) 539,550 438,784
MisE: ZemARTEESMERTS B Note: The amount represents the receipt in advance from customers arising
FRIE from the pre-sale of properties in the PRC.
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28. Borrowings
20144 20134
AR®T ARET T
2014 2013
RMB’000 RMB'000
AR R IR ﬁfé??é’\ Unsecured bank loans 3,066,265 1,662,850
BEMBEITER Secured bank loans 20,000 70,379
fm R Eﬁﬁ%«ﬂ Unsecured other loans 121,420 316,450
BHEMEAME K Secured other loans 68,839 102,885
3,276,524 2,152,564
AR AT BAPR A1 B R &Y Carrying amount repayable:
BREE
1A Within one year 1,390,437 866,474
ENES RSz s Pk More than one year, but not exceeding
two years 1,554,531 831,795
Z R E BB B F More than two years, but not more than
five years 331,556 454,295
3,276,524 2,152,564
BN RBEE TR Less: Amount due within one year shown
15F A B B R IE under current liabilities 1,390,437 866,474
112 B BRIk 08 Amount due after one year 1,886,087 1,286,090

M2014F 128318+ AR #20,000,0007T
(20134 : AR¥E70,379,0007T ) Hy A I IRIRTT
BB E B REAE A A K 9,329,000
7T (20134 : A R#297,422,0007T ) HY 1 F
(203F BF HERZHE)UKE@DR
BB ARK22350007T (2013F : AR

As at 31 December 2014, secured bank loans of RMB20,000,000
(2013: RMB70,379,000) were secured by the Group’s buildings
(2013:buildings and plant and machinery) with the aggregate
carrying amount of RMB9,329,000 (2013: RMB297,422,000) and
prepaid lease payments with the aggregate carrying amount of
RMB2,235,000 (2013: RMB2,307,000). The secured bank loans carry

2,307,00070) BOTEN A S EBIEIT - 25 H K interest at 6.00% to 7.20% (2013: 6.00% to 7.20%) per annum.
IR 1T B IR F B6.00%ZE7.20% (20134 :

6.00%%7.20% ) 5t & o
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28. B E (#&) 28. Borrowings (Continued)

20145 12H318 A — K @#EBED
B A 3 H 4 B B FE S B 11,250,000
7L (& A R #68,839,0007T) (20134
16,875,0003 7T, (#8E 7 A R #102,885,000
JC) ) BANG EARE R E AR 175,235,000
7T (20134F © A R #5194,478,0007T ) K # 83 &
R R ERMABE A R%62,704,0007T (2013
F: AR™64,487,0007T) MBI HE 1ERE
o ZE B IR MBIRITRIER B INF B3%
FPE-FRN ANEERBEBRERE N REN
BIF BB A A R #3,157,0007T (20134 © A
R #3,:892,0007T) °

EMmEXREREEEEERARKE
41,420,0007T (20134 : A & #36,450,000
To) c B MR IT R EME FUREE
B 5% B B5.85%%7.75% (20134F  6.00% %
962% )5t 8

AEBEEREERRESNIHA (REH
EER)MT:

As at 31 December 2014, secured other loan made by a
financial institution represented borrowings of US$11,250,000
(equivalent to RMB68,839,000) (2013: US$16,875,000 (equivalent
to RMB102,885,000) which was secured by the Group’s plant
and machinery with the aggregate carrying amount of
RMB175,235,000 (2013: RMB194,478,000) and prepaid lease
payments with the aggregate carrying amount of RMB62,704,000
(2013: RMB64,487,000). The loan carries interest at LIBOR+3% per
annum. During the year, interest expense of RMB3,157,000 (2013:
RMB3,892,000) was paid and payable by the Group in relation to the
loans.

Included in the unsecured other loans are interest free loans of
RMB41,420,000 (2013: RMB36,450,000). Other unsecured bank and
other loans carry fixed and variable interests ranging from 5.85% to
7.75% (2013: 6.00% to 9.62%) per annum.

The exposures of the Group's fixed-rate borrowings and the
contractual maturity dates (or repricing dates) are as follows:

20145 20134
ARBT R ARETTT
2014 2013
RMB’000 RMB'000
EEEE Fixed-rate borrowings
TR Within one year 923,500 169,750
Z I E BT EBIB2E In more than one year but not more than
two years 400,000 593,500
1,323,500 763,250
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28. B E (&)

o REEEF BEEEHINNAT

R2014%F12831H
MWEREHE F=
ARE TRAEE TR & N0%Z15%
1,684,985,0007T (RERBROFE:
6.15%%7.75% )
AREE B BURTT R 37 B In3%
68,839,0007T
ARE B BUERTT R 57 B In3%
157,780,0007C
20131283180
MEREHE A=
ARE R T EIN0%ZE15%
1,249,979,0007T (REREBRFE:
6.00%%7.20% )
ARE BBUERTT R 7 B IN3%

102,885,0007T

A] & R AR BT EE A R R IR TT R
ERE/BERTAEREES - FEER
M2 i rh B A RAERTT R © fisf h BIA R IRTT
BAMEENXREE  ARRES KA KRG

SHERM B EFRE - RRBRITRE
T)%, GTEMBRANEHRNEBEAFTEEHR
ERBEBRITRAZER B ENEBRFE
RS AEHRTE -

AEFENREAETEE-

BERAE (BEROEMR)LELMT

R B B 75 3R BT R
Notes to the Consolidated Financial Statements
E ZE2014F 128318 1L F 8

For the year ended 31 December 2014

28. Borrowings (Continued)

In addition, the Group has following variable-rate borrowings:

Loan amount as at
31 December 2014 Interest rate
RMB1,684,985,000 Standard lending rate plus 0% to 15%
(current year applied rate:
6.15% to 7.75%)
RMB68,839,000 LIBOR plus 3%

RMB157,780,000 HIBOR plus 3%

Loan amount as at
31 December 2013 Interest rate
RMB1,249,979,000 Standard lending rate plus 0% to 15%
(current year applied rate:
6.00% to 7.20%)

RMB102,885,000 LIBOR plus 3%

The variable interest rates change in accordance with the standard
lending rate and the LIBOR/HIBOR. The standard lending rate
is promulgated by the People’s Bank of China. The interest of
borrowing at standard lending rate will be reset when there is a
change in the borrowing rate promulgated by the People’s Bank
of China. The interest of borrowings at LIBOR is reset on a quarterly
basis and the interest of borrowings at HIBOR is reset on a monthly
basis.

Interest is repriced every 3 to 12 months.

The ranges of effective interest rates (which are also equal to
contracted interest rates) are as follows:

20144 20134
2014 2013

6.15% to 7.75% 6.00% to 9.62%

i VRS Effective interest rate:
EEMEE Fixed-rate borrowings
FEEE Variable-rate borrowings

3.77% to 7.76% 3.71% to 7.75%
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28. 58 (&)

A S L 8 e D B P DA S ¥ 5
BENAEEEESHINMT

28. Borrowings (Continued)

The Group's borrowings that are denominated in currencies other
than the functional currencies of the relevant group entities are set

out below:

3% AR®

Tz Tz

uss RMB

‘000 ‘000

201412 H318 As at 31 December 2014 31,250 191,219
M2013F12H31H As at 31 December 2013 16,875 102,885
BT AR

T Tz

HK$ RMB

‘000 ‘000

R2014F12H318 As at 31 December 2014 200,000 157,780
201312 H318 As at 31 December 2013 - -

REZE2014F 128318 EFE - AL BEEE
TR A ARE124042,0007T (2013F : AR
#5123,500,0007T ) B9 5 fE HL 3R 52 HRER 1T B 3K
& 58 A AR #1,722,198,0007T (20134 :
A R #684,500,0007T ) Ay & 15 3F R HI R 17
BER-REZE2013F 128318 IEFEE A&
TNELAS € 58 A& A R #5316,450,0007T (2014
FE)NEEREMER

RESEERAE —Z-—NFER

During the year ended 31 December 2014, the Group obtained
new unsecured short-term bank loans in the amount of
RMB1,124,042,000 (2013: RMB123,500,000) and unsecured
long-term bank loans in the amount of 1,722,198,000 (2013:
RMB684,500,000). During the year ended 31 December 2013, the
Group also obtained unsecured other loans in the amount of
RMB316,450,000 (2014: nil).
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RBEEMR AEBEATARDBEESR
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For the year ended 31 December 2014

28. Borrowings (Continued)

As at the end of the reporting period, the Group has the following

E: undrawn borrowing facilities:
20145 20134F
AR®TR ARBTT
2014 2013
RMB’000 RMB'000
N A= Expiring within one year 1,886,087 4,369,700
B 38 1 F 21| HA Expiring beyond one year 1,390,437 290,000
3,276,524 4,659,700

IE 3 W A 29. Deferred income

W AIEE R AT E 5 - i as Kok
AREBRBEHRATBREG MW RAERKE

Deferred income represents government grants received in respect
of property, plant and equipment, costs incurred by the Group in

RTEN S HEL - relation to development activities and the prepaid lease payments
for existing office and plant.

FRIELEWR AR B EAT - Movements of deferred income during the year are as follows:
20145 20134
ARBT T ARETF T
2014 2013
RMB’000 RMB'000
M1 A1TH At 1 January 259,174 207,868
NE Additions 9,137 29,402

W bE — R BT B A Al Acquisition of a subsidiary (note 32)

(B 5E32) - 34,288
L i Fy Release to profit or loss (23,266) (12,384)
M12H31H At 31 December 245,045 259,174
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29. IBEW A (&)

29. Deferred income (Continued)

RWMEMENDITAT Analysed for reporting purposes as:
20145 20134
ARET T ARBTT
2014 2013
RMB’000 RMB'000
BN ERER 2 Current portion 10,623 12,797
JERNER ER o Non-current portion 234,422 246,377
245,045 259,174
30. R 30. Share capital
gyl - 4= [N
T ARET T
Number Share
of shares capital
‘000 RMB'000
FROIBTTH EBR Ordinary shares of HK$0.1 each
SERE Authorised:
720134 K2014%1 518 At 1 January 2013 and 2014 and
A K2014F12 H31H 31 December 2014 4,000,000 382,200
BEBITRHE: Issued and fully paid:
7201341 818 At 1 January 2013 2,120,552 201,111
AR YNGR ) Shares repurchased and cancelled (1,233) (98)
7201441 818 At 1 January 2014 2,119,319 201,013
FE e ek SRR D (FiEE) Shares repurchased and cancelled (Note) (1,152) 91)
F2014F12 8318 At 31 December 2014 2,118,167 200,922

RESEERAE —Z-—NFER
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30. lRZ< (&) 30. Share capital (Continued)
Mt : RMEFERN  NAREBEBHEIIME Note: During both years, the Company repurchased its own shares through The
RARBRIEARSRMHIAT : Stock Exchange of Hong Kong Limited as follows:
BRE®K efERE
FRoIBITH Price per share &I
ZEREE BS BIE Aggregate
No. of ordinary BT BT consideration
shares of Highest Lowest paid
[ AEN=p-] Date of repurchase HK$0.1 each HKS HKS HKS
07/01/2014 07/01/2014 300,000 3.02 294 894,000
27/01/2014 27/01/2014 352,000 2.86 267 973,280
28/01/2014 28/01/2014 100,000 278 269 273,500
05/02/2014 05/02/2014 400,000 2.70 263 1,066,000
1,152,000 3,206,780
24/06/2013 24/06/2013 300,000 299 297 894,000
25/06/2013 25/06/2013 633,000 2.96 292 1,858,860
03/07/2013 03/07/2013 300,000 298 297 893,000
1,233,000 3,645,860
LA ERR D RS [B1 18 T 84 o The above shares were cancelled upon repurchase.
B X 425 583,206,780 T (MEEZER AR The total amount of HK$3,206,780 (2013: HK$3,645,860), equivalent to
2,535,0007T) (20134F : 364586078 7T (HBERLY RMB2,535,000 (2013: RMB2,898,000) was paid to repurchase the above shares.
AR#28980007T) ) LARE B Lt A f) -
FA-BEAAFMBRAREEL  HERER None of the Company’s subsidiaries purchased, sold or redeemed any of the
RNAFUE ETHE S Company's listed securities during the year.
~ =5
31. AR XA HIRRIE 31. Share-based payments
AT EHXAFAEERERE S RER The Company's Pre-IPO Share Option Scheme and Share Option
&l ([5181])) T3 R ;M 20074611 H16H Scheme (the “Schemes") were adopted pursuant to a resolution
BBRAERRMERN E5EZENAEE passed on 16 November 2007 for the primary purpose of providing
EZNAEREE -REFE XARES incentives to directors and eligible employees. Under the Schemes,
eAREERES (BEARAREMBA the board of directors of the Company may grant options to eligible
ANEERES ) REHERENRBARAA employees, including directors and employees of the Company and
A& o its subsidiaries, to subscribe for shares in the Company.
20144 K2013F 128318 X ARBEE At 31 December 2014 and 2013, none of share in respect of which
A ARAERT Sl T E R R RITEER options had been granted and remained outstanding under the
RERE R M A AR (D o Pre-IPO Share Option Scheme.
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31. MR AAHRIE (&)

201451284318 - BERETE THE &
R ARITERERET S KRN EE B
141,300,0008% (20134 : 142,800,0008% ) * 4/
ERARQEE A B EITIRD6.67% (2013

F:674%) ©

BREM I EERIFBAT

31. Share-based payments (Continued)

issue at that date.

Details of specific categories of options are as follows:

At 31 December 2014, the number of shares in respect of which
options had been granted and remained outstanding under
the Share Option Scheme was 141,300,000 (2013: 142,800,000),
representing 6.67% (2013: 6.74%) of the shares of the Company in

REH
HEIM
BRI E =R 5B 1TEH TEE A¥E
Fair value
Date of Exercise  atgrant
Option type grant Vesting period Exercise period price date
BRAMBEABRETS:
Pre-IPO Share Option Scheme:
=
Share Option Scheme:
RIESHNERE
Options to directors
HEAREA 01/06/2011 01/06/2011201/06/2012 01/06/2012201/06/2016 81387 3.0677%87T
Option A 01/06/2011 01/06/2011 to 01/06/2012 01/06/2012 to 01/06/2016 HK$8.13  HK$3.067
HEAREB 01/06/2011 01/06/2011201/06/2013 01/06/2013%01/06/2016 81387 3201787
Option B 01/06/2011 01/06/2011 to 01/06/2013 01/06/2013 to 01/06/2016 HK$8.13  HK$3.201
KR EC 01/06/2011 01/06/2011201/06/2014 01/06/2014201/06/2016 81387 3314%87T
Option C 01/06/2011 01/06/2011 to 01/06/2014 01/06/2014 to 01/06/2016 HK$8.13  HK$3.314
HEARHED 01/06/2011 01/06/2011201/06/2015 01/06/2015201/06/2016 81387 34117%87T
Option D 01/06/2011 01/06/2011 to 01/06/2015 01/06/2015 to 01/06/2016 HK$8.13  HK$3.411
RYIHEMESNBERE
Options to other employees
HEAREE 01/06/2011 01/06/2011201/06/2012 01/06/2012201/06/2016 81387 3.0677%87T
Option E 01/06/2011 01/06/2011 to 01/06/2012 01/06/2012 to 01/06/2016 HK$8.13  HK$3.067
HEAR R 01/06/2011 01/06/2011201/06/2013 01/06/2013%01/06/2016 81387 32017%87T
Option F 01/06/2011 01/06/2011 to 01/06/2 013 01/06/2013 to 01/06/2016 HK$8.13  HK$3.201
HEAREG 01/06/2011 01/06/20112£01/06/2014 01/06/2014201/06/2016 81387 3314%87T
Option G 01/06/2011 01/06/2011 to 01/06/2014 01/06/2014 to 01/06/2016 HK$8.13  HK$3.314
HE AR 01/06/2011 01/06/2011201/06/2015 01/06/2015201/06/2016 81387 34117%87T
Option H 01/06/2011 01/06/2011 to 01/06/2015 01/06/2015 to 01/06/2016 HK$8.13  HK$3.411

RESEERAE —Z-—NFER
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For the year ended 31 December 2014

31. Share-based payments (Continued)

The following table discloses the movement of the share options

BREES : during the year ended 31 December 2014:
A20145F 20145
1A1H 12A31H
i RITHE SR i RITHE
Outstanding Outstanding
B EER Option type at 1.1.2014 Forfeited  at31.12.2014
F T TR
‘000 ‘000 ‘000
BE IR HE A Option A 8,500 - 8,500
FENHES Option B 8,500 - 8,500
RS HEC Option C 8,500 - 8,500
HBARED Option D 8,500 - 8,500
BB AR HEE Option E 27,200 (375) 26,825
FE N RER Option F 27,200 (375) 26,825
BTG Option G 27,200 (375) 26,825
FERREH Option H 27,200 (375) 26,825
142,800 (1,500) 141,300
20145 FARIFA[ 1T Exercisable at the end
of the year 2014 105,975
INHEFIIITEE Weighted average
exercise price HK$8.13 HK$8.13
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31. MR AATHRIE (&

LATRBI R EEZ2013F 12831 IEFEEH
B EEE)

31. Share-based payments (Continued)

The following table discloses the movement of the share options

during the year ended 31 December 2013:

20134 20134
1A18 128318
B ARITE B R B ARATE
Outstanding Outstanding
R Option type at 1.1.2013 Forfeited at31.12.2013
T A% T A% T %
‘000 ‘000 ‘000
AR A Option A 8,500 = 8,500
FENHES Option B 8,500 = 8,500
BERRHEC Option C 8,500 - 8,500
FEAR#ED Option D 8,500 - 8,500
BB HEE Option E 27,900 (700) 27,200
RERR HEF Option F 27,900 (700) 27,200
BIRHEG Option G 27,900 (700) 27,200
REfR EH Option H 27,900 (700) 27,200
145,600 (2,800) 142,800

2013F FARIF AT {T Exercisable at the end
of the year 2013 71,400
nieFEHITEE Weighted average 81377 813/ T
exercise price HK$8.13 HKS$8.13

RIEFH BH - G5 72011F6 1B B EE
fi% ¥ N B A A R #405,174,0007C © It F A
FEAMANR —irREATERE T ERA

st
H o
A

HE2014F12A31BItFE - AEBEH
ARARERENEREERASIARE
36,532,0007T (20134 : A K #74,962,000
JL) °

RESEERAE —Z-—NFER

The estimated fair values of the options granted on 1 June 2011
at the date of grant was RMB405,174,000. These fair values were
calculated using the Black-Scholes option pricing model.

The Group recognised the expense of RMB36,532,000 for the year
ended 31 December 2014 (2013: RMB74,962,000) in relation to
share options granted by the Company.
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R2013F2821H AR B —HE2EH B AT
BB = 77 W I B 183 2 ah i as DA R
BAEEEFENE D TMHER - EB®
REBEREZESERD THHALERK
BUETHE ML EFEAEE 2R REE
DE (= FAE R
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Notes to the Consolidated Financial Statements
BHE20145F12831BILFE

For the year ended 31 December 2014

32. Acquisition of a subsidiary

On 21 February 2013, a wholly-owned subsidiary of the Company
acquired 100% interest in Huaxia Shenzhou from independent third
parties for the expansion of the Group's Polymers business in the
PRC. Huaxia Shenzhou is principally engaged in the production and
sale of a variety of fluoropolymer fine chemicals, which is related to
the reporting and operating segment of “Polymers” of the Group.

EEERE Consideration transferred
ARETFIT
RMB'000
e Cash 590,000

Uiz % =5 78 48 B8 A A8 A R #6500,0007T B #E 4R
BRI WHRBRNEEERARAI R
FTAREEEREMEERARE [1TEH
YIE TR

Acquisition-related costs amounting to RMB500,000 have been
excluded from the cost of acquisition and have been recognised
directly as an expense in the period and included in the
“administrative expenses” line item in the consolidated statement
of profit or loss and other comprehensive income.
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32. Wis—EMELE (&
RUBESRAZEEREME

32. Acquisition of a subsidiary (Continued)

Assets and liabilities recognised at the date of

acquisition
AR T IT
RMB'000
Yz - Hes Rk Property, plant and equipment 384,485
BEYE MR RFEZTENFKIE Prepayments for purchase of property,
plant and equipment 4,055
EfEE— EREEHD Prepaid lease payments — non-current portion 30,339
mEE Intangible assets 99,593
BRI EE Deferred tax assets 12,313
WITHEB LIRS Bank balances and cash 39,706
JFE W AR 35 B2 EL i FE W 3R IE Trade and other receivables 144,809
FE Inventories 80,312
ENEE - R Prepaid lease payments — current portion 91
EHERRITER Pledged bank deposits 56,500
JE 1< BR R % EL fith FE 5 SRR Trade and other payables (156,812)
HIRAE Tax liabilities (6,853)
& Borrowings (122,650)
PEIEIA Deferred income (34,288)
ELERRIBEE Deferred tax liability (27,010)
505,460

JE U B 2R R E A B U BB R UK BE B BB
FAE A A R #144,809,0007C © FTEB K% E
FEUBR B B R UGRIBE A VAR S BN
Ue B8 B B & A R #5144,809,0007T ° 1A Y BE B
BT EERENENRSRENTERS

ARTe

RESEERAE —Z-—NFER

collected amounted to nil.
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The fair value of trade and other receivables at the date of
acquisition amounted to RMB144,809,000. The gross contractual
amounts of those trade and other receivables acquired amounted
to RMB144,809,000 at the date of acquisition. The best estimate at
acquisition date of the contractual cash flows not expected to be
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For the year ended 31 December 2014

32. Acquisition of a subsidiary (Continued)

KBEECHE Goodwill arising on acquisition
ARET T
RMB'000
BEERE Consideration transferred 590,000
o EERITINEE ] A B EFE 2 & Less: recognised amount of identifiable
F8(100%) net assets acquired (100%) (505,460)
W EE 2 EE Goodwill arising on acquisition 84,540

HRAFRABREEHIRRE  WRBEES
MRAELEREE I Ao 2B NREER
BREEBHHRRENNE KaEk K
KT EREREEMANEBATFERLZ
T HRZFMNRTTE ATHAELEE
ZHERIRAE BT T g B D R RERR o

T8 HA bt TR B B A 2 R B LT AT YRR B AR

WS EL IR SR HFHE

Goodwill arose on the acquisition of Huaxia Shenzhou because the
cost of the combination included a control premium. In addition,
the consideration paid for the combination effectively included
amounts in relation the benefit of expected synergies, revenue
growth, future market development and the assembled workforce
of Huzxia Shenzhou. These benefits were not recognised separately
from goodwill because they did not meet the recognition criteria
for identified intangible assets.

None of the goodwill arising on this acquisition was expected to be
deductible for tax purposes.

Net cash outflow arising on acquisition

AR T TT

RMB'000

EXHRERE Consideration paid in cash 590,000
BT ER e NERBSIER &8 Less: Cash and cash equivalent balances acquired (39,706)
550,294
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32. WEE—EKE LR (&

WREERARRERE2ZE

HZE2013F 12A31 B IEFE 2 aFBiERE
B A A R #120,745,0007T ° & 22013
FNANALEFEZ WEBREREEES
7 A R #610,770,0007T °

MR E2013F 12831 H IEFERBIE S
B EES A A AREBRNRKEKAA
R %6,856,600,0007T & & £20135F 12 H31H
LEFE R F 5 A A R #444,029,0007T © ik
HEEREFFHARS RO RMBRFIKE
R SERAEE TREAEEERR
EI 2 W RS E G IMEREIERARKE
1B TEA

REREREE B 153 B 7 AP HIHA R 7 44 B 151K
BMEEAREZ [HE ] e K-
BEEREME BELRERETLEENK
BERAZCHERSHEAEDE HERRB
KMENEENE R -

RESEERAE —Z-—NFER

32. Acquisition of a subsidiary (Continued)

Impact of acquisition on the results of the Group

Included in the profit for the year ended 31 December 2013 was
RMB120,745,000 attributable to Huaxia Shenzhou. Revenue for
the year ended 31 December 2013 included RMB610,770,000
attributable to Huaxia Shenzhou.

Had the acquisition of Huaxia Shenzhou been effected from at
the beginning of the year ended 31 December 2013, the total
revenue of the Group would have been RMB6,856,600,000 and
the profit for the year ended 31 December 2013 would have
been RMB444,029,000. The proforma information is for illustrative
purposes only and is not necessarily an indication of revenue and
results of operations of the Group that actually would have been
achieved had the acquisition been completed at the beginning of
the interim period, nor is it intended to be a projection of future
results.

In determining the ‘pro-forma’ revenue and profit of the Group had
Huaxia Shenzhou been acquired at the beginning of the interim
period, the directors calculated depreciation and amortisation of
property, plant and equipment and intangible assets based on
the recognised amounts of property, plant and equipment and
intangible assets at the date of the acquisition.
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33. KiE 33. Commitments
2014512 A318 - REE m R EE R RIE At 31 December 2014, the Group had outstanding commitments as
(NS follows:
20145 20134
AR®TR ARBTT
2014 2013
RMB’000 RMB'000
B AR Capital Commitments
BRAWEE SR  Capital expenditure in respect of acquisition of
MEARZ L BE]41ME property, plant and equipment contracted
RELA IR TAEE for but not provided in the consolidated
financial statements 75,496 66,981
ARAFEFEREENER Capital expenditure in respect of the
BRI ERERSE assessment of the exploration projects
B 5 R N B contracted for but not provided in the
consolidated financial statements 4,248 4,248
BHER—REE QR ER Capital expenditure in respect of capital
FEMEAREZH BEIL contribution of interest in an associate
BRELRE TR T N contracted for but not provided in the
&5 (MIsE18) consolidated financial statements (note 18) - 5,000
79,744 76,229
H AR Other commitment
BREELERRZEEME  Construction commitment contracted in
REARSL  BEJHER respect of properties under development
TEfR & M Ik N for sale contracted for but not provided in
the consolidated financial statements 261,469 81,004
341,213 157,223
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34, HE&E

34. Lease commitments

EEBEEREEA The Group as lessee
20144 20134
AR%ETR ARET T
2014 2013
RMB’000 RMB'000
FAEMNEEHEREHEE  Minimum lease payments paid under
(DB operating leases during the year:
ES Premises 1,513 1,307
HE LT Leasehold land 7,774 6,919
9,287 8,226

PSR B ISR - SR R IR A I SAT 2
EEEAGRERS TR XHBERD

At the end of the reporting date, the Group had commitments for
future minimum lease payments under non-cancellable operating

D leases which fall due as follows:
20144 20134
ARETx ARET T
2014 2013
RMB’000 RMB'000
1A Within one year 7,095 6,843

BUFEFESF In the second to fifth years inclusive

(BIEEEMSE) 27,863 26,370
BiB5F Over five years 67,849 71,365
102,807 104,578

REMENFEBEARERES T L0
FERf i€ - A KR T ¥ 8 R Hi20% -

RESEERAE —Z-—NFER

Operating lease payments mainly represent rentals payable by the
Group for certain lands. Leases are negotiated for an average term
of 20 years.
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Notes to the Consolidated Financial Statements
HE2014F 128318 ILFE

For the year ended 31 December 2014

35. Related party transactions

Other than set out in the consolidated financial statements, the
Group entered into the following related party transactions during
the year:

(a) Purchase of raw materials

20144 20135

AR¥T T AREFTT

2014 2013

RMB’000 RMB'000

FE1E IR AR R M Non-controlling interests 3,596 3,381

(b) TEEEASEHMH

FRN BEBEREMEBEEAB K
ST

(b) Compensation of key management
personnel

The remuneration of directors and other members of key
management during the year was as follows:

20144 20134

ARBT ARBTT

2014 2013

RMB’000 RMB'000

MEEEEF Short-term employee benefits 35,285 33,300

RIREF Post-employment benefits 26 20
BTES FEMTH Share options granted to directors,

AEBREEEEAE chief executive and key
B B A management personnel 11,429 24,779
46,740 58,129

RINEFEHE

A B R E (R B TR B A (B T B
BOERBNERH BN E - AEEER
HEBHRETES L RFMR A E
EREBRANES - AREaK —BER

B ER B EE R

36. Retirement benefits plans

The employees of the Group in the PRC are members of state-
managed retirement benefit schemes operated by the respective
local governments in the PRC. The Group is required to contribute
a specified percentage of payroll costs to the schemes to fund the
benefits. The only obligation of the Group with respect to these
schemes is to make the specified contributions.

175
Dongyue Group Limited Annual Report 2014



iR B TS AR M 5T

Notes to the Consolidated Financial Statements
HZE2014F12A3BEFE

For the year ended 31 December 2014

37. AR EMBAAFE

37. Particulars of subsidiaries of the company

Ei301 758
-3 BRfT/ M AP ERRL S ARAFBERR
WEARERE EEER Frts B 43 48 Bl BRBRE EE B3 LA TEEH
Country of
incorporation Paid up issued/ Proportion ownership interest Proportion of voting
or registration/  Class of registered held by the Company power held by
Name of subsidiary operations share held share capital Directly Indirectly the Company Principal activities
2014F  2013F  2014F  2013F  2014F 03F
2014 2013 2014 2013 2014 2013
T % % % % % %
‘000 % % % % % %
RESATF HE AR ARM64136070 10000 100,00 - - 10000 10000 HERHEERNELE
Dongyue Polymers PRC Registered capital RMB641,360 Manufacture and sale of
polytetrafluoroethylene
RE(T H &R AR 3400007 - - 10000 10000 10000 10000 RUERHERLH
Dongyue Chemicals PRC Registered capital RMB340,000 Manufacture and sale of
refrigerant
REHZE i &R AR #800007C - - 60.00 6000 60.00 6000 EERHEH
Dongyue Salt PRC Registered capital RMB80,000 Production and sales of salt
RERERMLIBBRRA + &R AR®10000C  25.00 2500 75.00 7500 10000 10000 A4ERBEERZR
Dongying Dongyue Precision ~ PRC Registered capital RMB10,000 Production and sales of
Chemicals Co, Ltd bromine
REAE HE AR ARHE400000T 6979 6979 1343 1343 8322 8322 HERHEFRALD
Dongyue Fluo-Silicon PRC Registered capital RMB400,000 Manufacture and sales of
methane chloride
HongKong Taili International & FAMER 1007C  100.00 - - - 100,00 - HELEER
Trading Co, Ltd. ( H#Fa)
HongKong Taili International ~ HK Registered capital HKD100 Sale of chemical products
Trading Co, Ltd. (Note a)
REA#HE HE AR ARM650000T  84.00 8400 16.00 1600 10000 10000 BHEREEEHENK
Dongyue Organosilicon PRC Registered capital RMB650,000 Manufacture and sale of
organosilicon material
AELRESEALT HE &R AR¥700007C - - 5100 5100 51.00 5100 BHERHEEKALST
BRRA
Inner Mongolia Dongyue Peak  PRC Registered capital RMB70,000 Manufacture and sale of
Fluorine Chemicals Co,, Ltd. anhydrous fluoride
FEERBEFRAR HE AR AR#9,0007 - - 8000 8000  80.00 8000 HERHEEA
(MizEb) (2013 :
AR#2,000)
Chifeng HuaSheng Mining PRC Registered capital RMB9,0007T Manufacture and sale of

Co, Ltd. (Note b)

RESEERAE —Z-—NFER

(2013: RMB2,000)
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For the year ended 31 December 2014

37. Particulars of subsidiaries of the company

(Continued)
A 3L
HET/ BT/ KRR A ERR LG ERRFERE
WEARERE EEEX PR 4 58 5l BRRE =83 B LB TEXK
Country of
incorporation Paid up issued/ Proportion ownership interest Proportion of voting
or registration/ ~ Class of registered held by the Company power held by
Name of subsidiary operations share held share capital Directly Indirectly the Company Principal activities
2014 013F 2014 03F 20145 013F
2014 2013 2014 2013 2014 2013
T % % % % % %
‘000 % % % % % %
AEEREAMHERLR E &R AR 5000070 - - 10000 10000 10000 10000 RUERBEHER
Inner Mongolia Dongyue PRC Registered capital RMB50,000 Manufacture and sale of
Fluorine Chemicals Co, Ltd. fluorite
B E SO AR HE AR AR#1157007C - - 5100 5100 51.00 5100 SERHEEKELT
BRAT
Shandong Dongyue Wenhe PRC Registered capital RMB115,700 Manufacture and sale of
Fluorine Chemicals Co, Ltd. silicone rubber
WRRERABEXERAA HE &R AR #800007C - - 10000 10000 10000 10000 #DEFE
Shandong Dongyue Union PRC Registered capital RMB80,000 Property development
Property Co, Ltd.
EAREEEESHBRAR T AR AR 5,000 - - 10000 10000 10000 10000 HEMIES
Huangtai Dongyue PRC Registered capital RMB5,000 Sale of chemical products
International Trade Co,, Ltd.
EEWA HE AR AR 100007 - - 10000 10000 10000 10000 EERHEEH
BAFILER
Huaxia Shenzhou PRC Registered capital RMB10,000 Manufacture and sale of
fluoropolymer

REL WBARBERTEABEES-
FETENRBARERBEARE-

@ HongKong TaiLi International Co, Ltd. 5 &5 &
100%Ff /88 22 @]+ B 28 22 A 120145F6 A3 H AKX

-
VA

by HREEFFEEFRARREE2014F12831H
LEF I INE A A E A R #9,000,0007T ©

None of the subsidiaries had issued any debt securities at the end
of the year. All the PRC subsidiaries are domestic enterprises.

Notes:

(@) HongKong TaiLi International Co,, Ltd., a 100% subsidiary of Dongyue group,,

has been set up by the Company on 3 June 2014

(b) Chifeng HuaSheng Mining Co, Ltd had increased its registered capital to
RMB9,000,000 during the year end 31 December 2014.
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38. "R A MR TBEE

position of the company

38. Summarised statement of financial

20145 20134

AR T ARET T

2014 2013

RMB’000 RMB'000

W2 e R Property, plant and equipment - -
R BARRNIEE Investments in subsidiaries 1,523,881 1,523,874
AHERERE Available-for-sale investments 126,256 126,256
RITHEBR MRS Bank balances and cash 15,444 10,966
HEMmehEE Other current assets 145,613 209
HEMm#a s Other current liabilities (63,546) (95)
HibIERBIEE Other non-current liabilities (94,668) =
1,652,980 1,661,210

AR (Hg5E30) Share capital (note 30) 200,922 201,013
fwEfE (FsE) Reserves (Note) 1,452,058 1,460,197
1,652,980 1,661,210

RESEERAR —Z-—NEFER
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For the year ended 31 December 2014

38. Summarised statement of financial

position of the company (Continued)

Bt 3 - Note:
R : Movement in the reserves:
ROEE BRERE REIRE RKEER st
Share
Share option Capital Retained
premium reserve reserve earnings Total
ARETT AREBTT ARETT ARETRT ARBTT
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
2013F1 1B &8 Balance at 1 January 2013 1,238,838 270,825 200,344 (274,897) 1,435,110
FRRENREEBAEE Profit and total comprehensive income
for the year - - - 172,353 172,353
ERE Dividends paid = - - (219,428) (219,428)
RIRIELEE 2 AR 5008 Recognition of equity-settled
shared-based payments - 74,962 - - 74,962
B2 [o] % s S AR {n Shares repurchased and cancelled (2,800) = = = (2,800)
2013%F12 31 B &8k Balance at 31 December 2013 1,236,038 345,787 200,344 (321972 1460197
FRRTREEBABTE Profit and total comprehensive income
for the year - - - 101,088 101,088
BEAARE Dividends paid - - = (143315) (143315)
RIREEE 2 AR XM 30E Recognition of equity-settled
shared-based payments - 36,532 - - 36,532
B8 0 M SRR (D Shares repurchased and cancelled (2,444) = = = (2,444)
2014F 12431 B &8 Balance at 31 December 2014 1,233,594 382319 200,344 (364,199 1,452,058
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Five-Year Financial Summary

BEERAEE Assets and liabilities
M12H31H
As at 31 December
20105 20114 20126 20135 20145
ARETT ARETT ARETFT ARETT AR¥®TrR
2010 2011 2012 2013 2014
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
EEME Total Assets 6,898,115 9,128,932 8,777,989 10,032,631 12,003,560
BEAE Total Liabilities (4,031,527 (4,053,636) (3,551,131) (4521,803)  (6,105,756)
2,866,588 5,075,296 5,226,858 5,510,828 5,897,804
ENRAEEAEL#ESZ  Equity attributable to
Owners of the Company 2,674,266 4783,088 4048315 5,266,849 5,640,807
FERBRES Non-controlling interests 192,322 292,208 278,543 243,979 256,997
2,866,588 5,075,296 5,226,858 5,510,828 5,897,804
Bt IS ¥ 4E Financial results
M12831H
As at 31 December
20104 20114 20128 20134 20145
ARETTT ARETT ARETT ARETT AR®TR
2010 2011 2012 2013 2014
RMB'000 RMB'000 RMB'000 RMB'000 RMB’000
& Revenue 5,964,322 10,165,200 7,050,822 6,782,814 7,599,696
SHE AR Cost of sales (4,320,670) (6,126,913) (5,367,436) (5686,752)  (6,383,611)
E Gross profit 1643652 4,038,287 1,683,386 1,096,062 (1,216,085)
Hl A Other income 35,859 66,058 117,817 178,186 290,501
DERHEERT Distribution and selling expenses (171,279) (211,849) (209912) (253,976) (251,209)
THEY Administrative expenses (314,783) (590,984) (367,203) (298, 483) (289,791)
HERAERS Research and development expenses (14,809) (9,603) (33,764) (71,668) (73,398)
B Finance costs (113,923) (150,277) (136,076) (89 065) (201,441)
IR EUNETE S Share of results of associates 1192 (201) 324 445 283
BR% A5 R Profit before tax 1,065,909 3,141,431 1,054,572 561,501 691,030
FTiE R Income tax expense (284412) (880,550) (347,509) (124,275) (194,034)
rEERARK Profit and total comprehensive
2HEBABE income for the year 781,497 2,260,881 707,063 437226 496,996
T5I& 7 AL & A Profit and total comprehensive
R2EWA (%) #% .  Income(expense) attributable to:
AARER A Owners of the Company 733,869 2,189,861 713,056 465,393 483,276
R R E S Non-controlling interests 47628 71,020 (5993) (28672) (13,720)
781,497 2,260,881 707,063 437226 496,996
REEEERAR —Z-NFFR 180
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Offshore Incorporations (Cayman) Ltd.
Floor 4 Willow House

Cricket Square PO. Box 2804

Grand Cayman KY1-1112

Cayman Islands
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Corporate Information

Registered office

Offshore Incorporations (Cayman) Ltd.
Floor 4 Willow House

Cricket Square PO. Box 2804

Grand Cayman KY1-1112

Cayman Islands

Head office and principal place of business in the PRC

Dongyue International Fluoro
Silicone Material Industry Park
Zibo City

Shandong Province the PRC

Principal place of business in Hong Kong

Flat 02, 15th Floor, AXA Centre
151 Gloucester Road

Wan Chai

Hong Kong

Website address

www.dongyuechem.com

Directors
Executive directors

Mr. ZHANG Jianhong (Chairman and Chief Executive Officer)
Mr. FU Kwan

Mr. LIU Chuangi (President)

Mr. CUI Tongzheng (Vice President and Chief Financial Officer)
Dr. WU Tao

Mr. ZHANG Jian

Independent non-executive directors

Mr. TING Leung Huel, Stephen

Mr. LIU Yi (resigned on 14 August 2014)

Mr. Yang Xiaoyong (appointed on 14 August 2014)
Mr. YUE Rundong
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Royal Bank of Canada Trust Company (Cayman) Limited
Floor, Royal Bank House

24 Shedden Road, George Town

Grand Cayman KY1-1110

Cayman Islands
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Company secretary
Mr. NG Kwok Choi

Authorized representatives

Mr. FU Kwan
Mr. NG Kwok Choi

Audit committee

Mr. TING Leung Huel, Stephen (Chairman)
Mr. LIUYi
Mr. YUE Rundong

Remuneration committee

Mr. LIU Yi (Chairman, resigned on 14 August 2014)

Mr. Yang Xiaoyong (Chairman, appointed on 14 August 2014)
Mr. TING Leung Huel, Stephen

Mr. ZHANG Jianhong

Nomination committee

Mr. ZHANG Jianhong (Chairman)

Mr. TING Leung Huel, Stephen

Mr. LIU Yi (resigned on 14 August 2014)

Mr. Yang Xiaoyong (appointed on 14 August 2014)

Corporate Governance Committee

Mr. ZHANG Jianhong
Mr. LIU Chuangi
Dr. WU Tao

Principal share registrar and transfer office

Royal Bank of Canada Trust Company (Cayman) Limited
4th Floor, Royal Bank House

24 Shedden Road, George Town

Grand Cayman KY1-1110

Cayman Islands
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Corporate Information

Hong Kong branch share registrar and transfer
office

Tricor Investor Services Limited
Level 22, Hopewell Centre

183 Queen’s Road East

Hong Kong

Principal bankers

China Construction Bank Corporation
Huantai Branch

134 Jianshe Road

Zibo City, Huantai

Shandong Province, PRC

Industrial and Commercial Bank of China Limited
Huantai Branch

7 Zhangbei Road

Zibo Huantai

Shandong Province, PRC

Bank of China Limited
Huantai Branch

48 Heng Huan Road
Zibo City, Huantai
Shandong Province, PRC

Agricultural Bank of China Limited
Huantai Branch

101 Zhongxin Road

Suo Zhen

Zibo City, Huantai

Shandong Province, PRC

Bank of Communications Company Limited
Zibo Branch

100 Jin Jing Road

Zhang Dian Qu

Zibo

Shandong Province, PRC
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China Everbright Bank Company Ltd.
Zibo Branch

107 Liu Quan Road

Gaoxin District

Zibo

Shandong Province PRC

Industrial Bank Co,, Ltd.

Zibo Branch

103 Liu Quan Road

Gaoxin District

Zibo Shandong Province PRC

Investor relations consultant

A-World Consulting Limited
Unit 2401-2402, 24th Floor
Tower 2 Admiralty Centre

18 Harcourt Road, Hong Kong

Auditors

Deloitte Touche Tohmatsu
Certified Public Accountants

External legal advisor

Norton Rose Fulbright Hong Kong

B 13K 5% Stock code
189 189
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Dongyue International Fluoro Silicone Material Industry Park

E 5 Tel: (0086) 533 8510072
{EE Fax: (0086) 533 8513000
#HE Website: http://www.dongyuechem.com
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