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AFEH Corporate Information

EEg BOARD OF DIRECTORS
HITES Executive Directors
SIESTE Mr. Gao Feng
(AR =F—AFAA=FT—HAR=FE—NF (appointed as an executive Director and a chairman of the Board
—H—HEZIRNTEEREFEFE) on 22 May 2015 and 1 January 2016 respectively)
2075 M 5 A (ABACHE ) Mr. Guo Xitian (General manager)
2=k A Mr. Liu Hongliang
(R=ZF—ANF—A—HATHEFEFSELE) (ceased to be a chairman of the Board with effect from 1 January 2016)
FFIIEAE Mr. Wang Zijiang
SR A Mr. Guo Yucheng
(R=ZFE—AFAAZF+—HFTHTESE) (resigned as an executive Director on 22 May 2015)
BYEHITES Independent Non-Executive Directors
REEEE Mr. Gao Baoyu
RRELAE Mr. Leung Kam Wan
2R EE Mr. Liu Chenguang
EXEZRET BOARD COMMITTEES
EREES Audit Committee
RRELAE(FE) Mr. Leung Kam Wan (Chairman)
SEEEE Mr. Gao Baoyu
2R EE Mr. Liu Chenguang
FMEES Remuneration Committee
BIRHIEE(EE) Mr. Liu Chenguang (Chairman)
BEERLEE Mr. Gao Baoyu
REREF A Mr. Leung Kam Wan
Bt it Mr. Liu Hongliang
REZES Nomination Committee
BT (F/E) Mr. Liu Hongliang (Chairman)
RIRER A Mr. Leung Kam Wan
BIRNEE Mr. Liu Chenguang
ZERBRREEE Safety and Environmental Protection Committee
HEMTE Mr. Guo Xitian
(RZB-—hFIA—+ _AEZERTE) (appointed as a chairman on 22 May 2015)
PEMEE Mr. Guo Yucheng
(R-ZF—AFAA -+ —HEEEE) (resigned from chairman on 22 May 2015)
SEREE Mr. Gao Baoyu
RIRE L& Mr. Sun Zhenmin
NEME COMPANY SECRETARY
E LT Ms. Lau Wai Chun
B 2B e INDEPENDENT AUDITOR
BBV IEEREMEBIERAR BDO Limited
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AFEH Corporate Information

PRINCIPAL BANKERS

Bank of China (Hong Kong) Limited

Agricultural Bank of China, Weifang High Tech Industry Development
Zone Branch

China Construction Bank, Weifang Branch

HONG KONG SHARE REGISTRAR AND TRANSFER OFFICE

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

Hopewell Centre 183 Queen’s Road East

Wan Chai

Hong Kong

REGISTERED OFFICE

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman lIslands

PRINCIPAL PLACE OF BUSINESS IN HONG KONG

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

12 Harcourt Road Central

Hong Kong

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

Weifang High Tech Industry Development Zone
Weifang City

Shandong Province

The PRC

COMPANY WEBSITE

www.tdchem.com

STOCK CODE
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”): 609
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M HER T FEHEME Financial Highlights and Five Years Financial Summary

£ Results

(UAREFLHIT) (expressed in RMB'000)

HEB Turnover

EM Gross profit

AREEEAELER  Profit attributable to owners

of the Company

BRERBH(ALLE) Basic earnings per share (in RMB)
(BEF - HizE1) (as restated, note 1)

KREFB - HIE - #HE  Earnings before interest, taxation,
N SH R 2RI ([ AR5 depreciation and amortisation
ME FBUE FER  ("EBITDA")

BEpEF])

B R Financial Positions

(UABBTFTIR)  (expressed in RMB'000)

BEE Total assets

BaE Total liabilities

FRFEENRY) Net assets per share (in RMB)
(BEF - Mz (as restated, note 1)

g 1d:s Financial Ratios

MmN = Current ratio

REPLL = Quick ratio

BELX Gearing ratio

TERRRE Average capital employed

MI5E -

1 ARAREER(TIRN DEEESRBERITR =
E-——FHATZHRTZRRBFRSHIE
ZEBITHR(—X—)ELAR -

2 BREX = ApalEAARGERN-F A
B SRTIR A MET I - (5K

ERZF) AR IR F A% () £
RSt MRBE—F— 4
B —_FB—=F .
E-mOER_T-hE+_A—
+— B IR EFEZ TR
#8257 5846,229,704 % -
846,878,000 1% * 846, 878 000 % ~
846,878,000 i% &846 878,000
)

3 BEE = FRBEE+RBEE

4 N =Rr = ¥RBaB+RDEE

s SIEAE - BN FEDBARG N

R T

6 BN R =
7 REpLLE =
8 afErx =
9 ARBEE -
([ &7
% )
THEL -
L

£¢+* =+—H ' 5
BEEENDRIBEDBTRG
846,878,0000% - 846,878,0000% -
846,878,000[% - 846,878,000 &
846,878,000/% 5T °)

RBEE-RBAE
(RBEE-FE)-RPEE

FEEGIRBTRRSEHRKD
ERRITERR 2 BRER) IR
R

LN L
B G — e = ok

(A AERE R EABHE
%) 2

Bisx —F——
Notes 2011
972,163
219,761
132,360
2 0.156
210,083
3 858,251
4 228,580
5 0.744
6 2.3
7 1.8
8 5.0%
9 35.6%

Notes:

- Z%-=F —mE ZE-If
2012 2013 2014 2015
1,003,895 1,195,178 1,121,127 1,123,408
261,603 342,888 284,172 316,889
159,182 188,086 154,505 172,371
0.188 0.222 0.182 0.204
251,014 320,563 279,007 318,752
960,610 1,105,465 1,230,982 1,382,766
192,819 175,383 176,565 204,766
0.907 1.098 1.245 1.391

2.3 2.9 3.7 3.7

19 2.4 3.1 3.2

31%  FAEANA  TEANA  TEA NA
33.0% 33.6% 30.5% 26.8%

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

Basic earnings
per share

Total assets
Total liabilities

Net assets
per share

Current ratio
Quick ratio

Gearing ratio

Return on capital
employed
("ROCE")

Average capital
employed

KRB THEMKRAR 2 EF TIANDE CHEMICAL HOLDINGS LIMITED

Profit attributable to owners of the Company +

Weighted average of issued Shares for the year.
(The calculation of basic earnings per share is based
on the weighted average number of 846,229,704,
846,878,000, 846,878,000, 846,878,000 and
846,878,000 Shares for the five years ended 31
December 2011, 2012, 2013, 2014 and 2015
respectively.)

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

Shareholders’ equity + Number of issued Shares
at the year end. (As at 31 December 2011, 2012,
2013, 2014 and 2015, the calculation of net assets
per share is based on the number of issued Shares
of 846,878,000, 846,878,000, 846,878,000,
846,878,000 and 846,878,000 respectively.)

Current assets + Current liabilities
(Current assets — Inventories) = Current liabilities
Net debts (Total borrowings net of bank and cash
balances and pledged bank deposits) = Shareholders’
equity

EBITDA + (Total equity — non-current debt financing)

(Opening ROCE + Closing ROCE) + 2
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EEBARKFT) ERMAREFT)
TURNOVER (RMB’000) GROSS PROFIT (rRMB’000)

316,889

195,21 5
928 193 2015
208, 795
B
165,031
216, 61 6
200, 162

2015

Boh
Overseas The PRC
ERREEABGERRARETT) ReRE - BE - FEREBHEABRARETT)

PROFIT ATTRIBUTABLE TO OWNERS OF THE EBITDA (RMB’000)
COMPANY (RMB’000)

172,371 2015 318,752

2015
. 154,505 B 570,007
D S
e B 251,014
132,360
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FEHE Chairman’s Statement

BRIARR
AANERERBIEIERERRB(TARA]
BEREMBARSGEA AEE DER(ER])
HkcEFE((EFG DMAEMREE-T—
EF+-A=1T—"HIFEZFERSE -

Dear shareholders,
On behalf of the board (the “Board"”) of directors
(the “Directors”) of Tiande Chemical Holdings

Limited (the "Company” and together with
its subsidiaries, collectively the “Group”), | am
pleased to present the annual report for the year
ended 31 December 2015.

mIETEE &
Mr. Gao Feng Chairman

KRB THEMKRAR 2 EF TIANDE CHEMICAL HOLDINGS LIMITED




FEEE

BETEMNLCESZRERNE - N EREREEE
PRANETR  AEBOMRBEEBKENE
EREgE ) EAKEERTANMMNERELER
HREENBFIEN - BEAFRAL @ NEEZEERE
MR D RIER0.2%M11.6% °

BT EBRENMBREN EEEFEAR - K
SEEBMBELER  HERBAENBEE

EBIESUATHRABFESY KM ERBATHE
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REBEAEST - UHDHAEEREERERES
E o

FEHE Chairman’s Statement

RESULTS FOR THE YEAR

Despite of the economy of the PRC is plagued with downturns and the
overall manufacturing activities show signs of slowing down, the vertically
integrated business model of the Group exerts a defensive capability
allowing the Group to achieve modest growth and demonstrate a healthy
profitability. Both turnover and net profit of the Group had increased
by 0.2% and 11.6% respectively as compared with that of last year.

Apart from achieving healthy financial results, the Group continued
to uplift its competitive advantages by strengthening its productivities,
improving its procurement process and streamlining its operations that
underpin the goal of sustainability in long-term growth during the year
under review. Meanwhile, the Group stays put with its business strategy
to sustain its business development by diversifying its products portfolios.
Product and market research of a new product has been completed and
the construction of related production line will be commenced soon.
The Board believes that the new product will boost the turnover of the
Group in the coming future. Besides, the Group will leverage on the
existing business advantages to explore new markets related to the
existing core businesses proactively and prudently. The Group has spared
no effort to conduct various kinds of feasibility study in exploring and
identifying new business opportunities during the year under review.
Capitalising on the Group’s relentless pursuit excellence in business
growth, the Group is now well-prepared going to next phase of business
development aim to build a second growth momentum in the future.
The above initiatives are in place to promote the long term growth of
the Group’s business development.

ZZE—RFF R ANNUAL REPORT 2015
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FEHE Chairman’s Statement

ERBEFEAR  ALAR(AZRRDMEEM
REDKERB P ALR - A - RERBENTE
HIMAEEKF - REBEREKE - FR - FT
EFEEMAERAR NERR U ENRTERE
MEE - RERFNEEBEEERK —FirsE -
BERANERBLEAKERERARKER
MREBRE - NESBANTEMSRER

BT

REE

2 0 MR IR T BITE T 56 SR R 75
B - REAR  REBEEEREDATHLY o
BHEFEGEEABRMNASRA - BE2AR
BRI - WA B AL AT AN R
BEBERTHERARYE - EAKN—F - A&
SEEESHBRBAERMBET L 0ES
BB I DA D RO ABI T TS 7 - T
e — ST R QA A F AR © AR -
AEBRTHE A MAEEBNEENHEE
% RELBRRARYFRAMEBES o &
SEUNELY LB BEREBNENEE
BIER M E BB R TLE - REBAKFRY
THBETIEHE - REAEES  BEBA
BEARBEOEQEE - AEEHREHN R
RIEW - EFGHARENREGENLBRTE
B ERENENTERED -

RE
ExepanEdE—_ET—aE+-_A=+—81
BB BT RE IR B BB #0.0750(=ZF —
MU : AB#0.04570) c FARRRE(TRE D&
ARARIEERREAF RS FRTMER - FBEX
HERB R —_E— R ENA TR ZERE
MR - BRAF AL MARRIKE 2+ B
EBREK0025(ZE—NF : &) OEFE
H2ERBAERAEREOINT(ZZE—ME : B
0.0457T) °

The productions and operations of the joint venture company (the
"JV Company”) were starting on track during the year under review.
However its turnover level was lower than expected production level and
did not reach the optimum level. During the year, certain customers have
placed recurring orders to the JV Company in recognition of its product
quality. The performance of the JV Company is expected to have an
upturn in the forthcoming year. The shareholders of the JV Company
are now in conversation to devise a business plan for the best future
development of the JV Company in view of the current PRC market and
business environment.

PROSPECTS

The global financial and economic conditions are expected to remain
challenging in coming future. Looking ahead, the overall business
environment in the PRC remain uncertain. Leveraging on a healthy
balance sheet and cash inflow, with a sound and proven business
model, which allows the Group to withstand adverse effect when facing
unforeseen difficult business conditions. In the year ahead, the Group will
take advantage of its existing resources and sales platforms, strategically
allocate manpower and resources in development of downstream
business so as to further extend the products chain and foster new
income streams. Besides, the Group will make ongoing efforts to
strengthen the competitiveness of its production and operations, improve
business process flows and establish a stronger business platform. The
Group is optimistic in achieving business improvement, capturing right
development opportunities and tackling various challenges along the
development path. The long term prospect of the Group is still positive
thanks to its solid market share, optimum production capacities, vertically
integrated business model, and continuous products development that
established over the past few years ago. The Board is fully confident
in the Group's business strategy and its capability in capturing new
business growth opportunities.

DIVIDEND

The Board proposed a final dividend of HK$0.075 (2014: HK$0.045) per
Share for the financial year ended 31 December 2015. Subject to the
approval by the shareholders of the Company (the “Shareholders”) at the
forthcoming annual general meeting of the Company, the final dividend
is tentatively to be distributed to the Shareholders on or about 24 June
2016. Together with the interim dividend of HK$0.025 (2014: Nil) per
Share were paid to the Shareholders during the year, the total dividends
for the year under review is HK$0.1 (2014: HK$0.045) per Share.

KRB THEMKRAR 2 EF TIANDE CHEMICAL HOLDINGS LIMITED
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FEHKE Chairman’s Statement

APPRECIATION

I would like to express my gratitude to our employees for their relentless
hard work and my fellow directors and management team for their
commitment and dedication during the year. | also thank our customers,
suppliers, shareholders and bankers for their continuous support. The
success of the Group would not have been possible without their
contribution, efforts and confidence.

On behalf of the Board
Gao Feng
Chairman

Hong Kong, 7 March 2016
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HITESE

S 53 R-_Z—RAFRA-_+t_-_HEZ
ThrHTES YBE-_ZT—"F— A BHREEZ
FREESXE(XRE]) mEtERKAaELRE
BRI ER EBREURBEBER o &
BEWNEFERE SRR —AN\EFR—NANL
FHE#HRIESTEBNNBREREANRLAS
- -B—HAN\N\FE-ZT—FHF—F > 5%kt—
ERER(EB)ERARMIH  #E-_ZTTNF
REFALAER(EE)ERAFIEIREE - 8tk
R_E—AF_AMBAER » HEACITITERE
BIT30F LB o

BT 6058 MITES WHE_T—~F—A
—BENBETER  JAENAEEARAZ
— RN ZFEENERARERCREA
PEAHMARER(ER)) EBEEAERLT - 8%
EAE—NMWNZFRE—NN=FHERNESTH
R AAREa+F  EgHEEmALTR—A
NNFERL S RAREREFREET AR (4
BRIL]) (A BHBRLCEETERERERA
A)) o B EFIC TEHBBI0FLR -

EFT 515K ITEERAEEAIRBAZ— -
TRER—NNN\FEEREREIZERGEEA
BMRITERS) EBLETR KA —
FRAEFTHEMATATHR - BH=F - &
% EERER—NNANFERAP A RGL - £
AR TEBEEB20FLER -

BHE - 5458 ATEF  B-_F—HF—A—
HEKRBAARERKE - FEEAFTERRER
AEBEREE - BR-NAN_FEERERD
HBR(ABRTEAMAR(ER))  TBERX
BE#AT - RMNBAREER - LB EBRRIL

HEREETIR - FRER—NAANFE=AMN
BAAEE - L TEBEAE0FLER -

EXECUTIVE DIRECTORS

GAO Feng, aged 53, was appointed as an executive Director on 22
May 2015 and he has been designated as the chairman of the Board
(the “Chairman”) with effect from 1 January 2016. He is currently
responsible for the overall strategic development, business planning and
policy setting of the Group. He graduated from Tsinghua University with
a degree of Bachelor of Mechanical Engineering and a postgraduate of
Precision Instrument in 1985 and 1987 respectively. Mr. Gao had been
worked for Sojitz (Qingdao) Co., Ltd. from 1988 to January 2015. He
has been promoted as a deputy general manager of Sojitz (Qingdao)
Co., Ltd. since 2004. Mr. Gao joined the Group in February 2015. He
has nearly 30 years of experience in the chemical industry.

LIU Hongliang, aged 60, is an executive Director and ceased to be
the Chairman with effect from 1 January 2016. Mr. Liu is one of the
founders of the Group. He graduated from East China Petroleum Institute
(now known as China University of Petroleum) in 1982, majoring in
basic organic chemistry. Mr. Liu spent more than ten years from 1982
to 1993 in Weifang New Technology Research Centre. After that, Mr.
Liu established Weifang Tianhong Equity Investment Company Limited
(“Weifang Tianhong") (formerly known as Weifang Tianhong Corporate
Management and Consultancy Company Limited) with others in 1996.
Mr. Liu has over 30 years of experience in the chemical industry.

WANG Zijiang, aged 51, is an executive Director and one of the
founders of the Group. He graduated from Nanjing Chemical College
(now known as Nanjing University of Technology) in 1988, majoring in
chemical engineering. He worked three years since 1991 in Weifang
New Technology Research Centre. After that, Mr. Wang co-founded
Weifang Tianhong in 1996. Mr. Wang has over 20 years of experience
in the chemical industry.

GUO Xitian, aged 54, is an executive Director. Mr. Guo was general
manager of the Company since 1 January 2015. He is responsible for
the management and supervision of the overall operation of the Group.
He graduated from East China Petroleum Institute (now known as China
University of Petroleum) in 1982, majoring in basic organic chemistry.
Prior to joining the Group, Mr. Guo had been working in Shandong
Zibo Dongfeng Chemical Factory. Mr. Guo joined the Group in March
1999. Mr. Guo has over 30 years of experience in the chemical industry.

KRB THEMKRAR 2 EF TIANDE CHEMICAL HOLDINGS LIMITED
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BMYFHITES
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INDEPENDENT NON-EXECUTIVE DIRECTORS

GAO Baoyu, aged 54, has been appointed as an independent non-
executive Director since 4 October 2006. He is the professor of
environmental engineering and the tutor of the postgraduate students
studying for doctorate degrees of Shandong University since September
1999 and November 2001 respectively. He was also the dean of the
school of environmental science and engineering of Shandong University
from January 2001 to November 2012. Mr. Gao was awarded by
Shandong Provincial People’s Government as one of the Middle-aged and
Young Expert with Outstanding Contributions in Shandong Province in
2007. He graduated from Tsinghua University in 1999 with a doctorate
degree in engineering majoring in environment engineering.

LEUNG Kam Wan, aged 50, has been appointed as an independent
non-executive Director since 1 March 2007. Mr. Leung graduated from
Hong Kong Baptist University and Hong Kong Polytechnic University with
a degree of Bachelor of Business Administration in Finance and a master
degree in corporate governance in 1992 and 2007 respectively. Mr.
Leung is an associate member of The Hong Kong Institute of Certified
Public Accountants, a fellow of The Association of Chartered Certified
Accountants, an associate of The Institute of Chartered Secretaries and
Administrators and an associate of The Hong Kong Institute of Chartered
Secretaries. Mr. Leung has been a practicing certified public accountant
for over 10 years. He has extensive experience in financing, accounting
and auditing. Mr. Leung currently is the managing director of Leung
Kam Wan CPA Limited and a director of CCTH CPA Limited.

LIU Chenguang, aged 53, has been appointed as an independent non-
executive Director since 4 October 2006. Mr. Liu obtained from East
China Petroleum Institute (now known as China University of Petroleum)
a bachelor’s degree in science majoring in petroleum refining in 1982
and a master’s degree in applied chemistry in 1985. He also obtained his
doctorate degree in applied chemistry from China University of Petroleum
(Beijing) in 1991. Mr. Liu has been appointed as an associate professor
of China University of Petroleum in 1992, was then promoted as a
professor in 1994 and subsequently took on the post as the tutor of post-
graduate students studying for doctorate degrees in 1998 and has ever
since become the professor and tutor at China University of Petroleum.
Mr. Liu was the dean of the college of chemical engineering of China
University of Petroleum from May 2004 to April 2013. Currently, he is
a professor of the college of chemical engineering of China University
of Petroleum. Mr. Liu is a member of China Petroleum Society, China
Chemistry Society, China Chemical Society, American Chemistry Society
and director of Shandong Chemistry and Chemical Society.
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2% Management Discussion and Analysis

FINANCIAL REVIEW

The turnover of the Group for the year ended 31 December 2015
marginally increased by 0.2% to approximately RMB1,123.4 million, as
compared with approximately RMB1,121.1 million in 2014. The proven
sales and marketing strategy and continuous new product development
over the past years, stimulated the growth of turnover of the Group but
was offsetted by the shrinking market demand and the overall decline in
the average selling price. Ultimately, the turnover of the Group recorded
mild positive growth.

The gross profit of the Group reached approximately RMB316.9 million,
representing an increase of 11.5% as compared with approximately
RMB284.2 million in 2014 while the gross profit margin also improved
to 28.2% when compared with 25.3% in 2014. The promising
improvements were mainly attributable to the dropping of material
costs which outpaced the decline of selling prices, savings from a lean
procurement process and an intensified automated production process
during the year under review.

The other income was mainly comprised of (i) exchange net gain; (ii)
release of deferred income; (i) bank interest income; (iv) interest income
from finance lease; and (v) other miscellaneous income during the year
under review.

The selling expenses increased by approximately RMBO0.2 million to
approximately RMB35.4 million (2014: RMB35.2 million) during the year
under review. The relatively stable selling expenses were benefited from
effective cost control measures. The selling expenses as a percentage
of the Group’s turnover was 3.2% (2014: 3.1%).

During the year under review, the administrative and other operating
expenses decreased by approximately RMBO.7 million from approximately
RMB45.4 million in 2014 to approximately RMB44.7 million. The decrease
was mainly due to the containment of research costs and travelling
expenses. Administrative and other operating expenses expressed as a
percentage of the Group’s turnover was 4.0% (2014: 4.1%).

Finance costs mainly represented bank borrowings interest, which
increased by approximately RMBO.5 million from approximately RMBO0.6
million in 2014 to approximately RMB1.1 million in 2015. The increase
was mainly due to an increase in weight average bank borrowings during
the year under review.
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FINANCIAL REVIEW (Continued)

On 30 June 2011, the Company entered into a joint venture agreement
(the "JV Agreement”) with Henkel Hong Kong Limited (“Henkel”) to set
up a JV Company for developing a specialty chemical for an industrial
use product and the JV Agreement became effective from 23 February
2012. Under the JV Agreement, (i) the Company was granted with a call
option to require Henkel to sell or cause the sale of all of the equities
of the JV Company held by Henkel and/or its affiliates to the Company
at the call option price; and (ii) Henkel was granted with a put option
to require the Company to purchase or cause the purchase of all of the
equities of the JV Company held by Henkel and/or its affiliates at the
put option price. Such options can only be exercised during the option
period set on specified future dates (please refer to the announcement
of the Company dated 3 July 2011 for details). Thus, the JV Agreement
is deemed to contain embedded derivative which is required to be carried
at fair value under Hong Kong financial reporting standards. For the
year ended 31 December 2015, the fair value gain on the embedded
derivative financial instruments was, determined by an independent
valuer adopting a binomial lattice model at, approximately RMB3.2
million (2014: RMB2.1 million).

Details of the embedded derivative liabilities are set out in note 30 to
the financial statements for the year ended 31 December 2015.

The profit of the Group for the year has increased by approximately
RMB17.9 million to approximately RMB172.4 million, representing an
increase of 11.6% as compared with that of approximately RMB154.5
million in 2014.

The Group’s primary source of funding included the net cash inflow
generated from operating activities of approximately RMB199.4
million (2014: RMB152.6 million); newly raised bank borrowings of
approximately RMB49.7 million (2014: RMB30.6 million); interest
received of approximately RMB1.7 million (2014: RMBO0.2 million);
proceeds on disposals of property, plant and equipment of approximately
RMB1,000.0 (2014: RMB2.6 million); and government grant received
of approximately RMB4.0 million (2014: RMB5.0 million). With the
financial resources obtained from the Group’s operations, the Group
had spent approximately RMB99.1 million (2014: RMB85.5 million) in the
acquisition of property, plant and equipment; no loan has made to the
JV Company (2014: RMB28.1 million); repayments of bank borrowings
of approximately RMB49.5 million (2014: RMB33.3 million); interest paid
of approximately RMB1.1 million (2014: RMBO0.7 million) and dividend
paid of approximately RMB48.0 million (2014: RMB30.3 million) during
the year under review. As at 31 December 2015, the Group had bank
and cash balances of approximately RMB117.7 million (2014: RMB62.9
million), of which 90.0% was held in Renminbi, 8.0% was held in
United States dollars and the remaining balances were held in Hong
Kong dollars and EUROs. During the year under review, the Group did
not use any financial instruments for any hedging purposes.
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2% Management Discussion and Analysis

FINANCIAL REVIEW (Continued)

As at 31 December 2015, the Group had recorded net current assets of
approximately RMB486.1 million (2014: RMB402.5 million), the current
ratio of the Group was approximately 3.7 times (2014: 3.7 times), and
bank borrowings of approximately RMB32.1million (2014: RMB30.6
million), which were mainly for working capital purposes. The Group
retains its strong financial position and attained a net cash balance of
approximately RMB85.6 million (total cash and cash equivalent net of
total borrowings) as at 31 December 2015 (2014: RMB32.4 million).

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

There was no pledge on the Group’s assets as at 31 December 2015
(2014: Nil).

As at 31 December 2015, the Group had no material contingent liabilities
(2014 Nil).

As at 31 December 2015, the Group had commitments which has been
contracted but not yet been provided for in the aggregate amount of
approximately RMB69.3 million (2014: RMB72.0 million), among which
approximately RMB58.9 million (2014: RMB61.9 million) relates to the
loan commitment for the joint venture project and the rest for purchases
of property, plant and equipment as well as construction in progress,
while the capital commitment for authorised but not yet been contracted
for in the aggregate amount of approximately RMB88.9 million (2014:
RMB150.8 million) related to the acquisition of property, plant and
equipment as well as construction in progress.
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FINANCIAL REVIEW (Continued)

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

The Group’s operation is mainly in the PRC and its assets, liabilities,
revenues and transactions are mainly denominated in RMB, Hong Kong
dollars and United States dollars.

The Group’s foremost exposure to the foreign exchange fluctuations
was caused by the impact of Renminbi exchange rate movements during
the year under review. Most of the Group’s income and expenses are
denominated in RMB except for export sales which were, in majority,
denominated in United States dollars. However, the Group has not
experienced any material difficulties or effects on its operations or
liquidity as a result of the fluctuations in currency exchange rates during
the year under review. Besides, the Group will consider adoption of
cost-efficient hedging methods in future foreign currency transactions
as and when appropriate.

As at 31 December 2015, the Group had 1,180 (2014: 1,009) full-time
employees. The increase in the number of employees was in line with
the expansion in business activities during the year under review.

For the year under review, the total staff costs incurred including
directors’ remuneration increased to approximately RMB89.6 million
(2014: RMB75.8 million).

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

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

The Company has also adopted a share option scheme for the purpose of
providing incentives and rewards to eligible participants who contribute
to the success of the Group’s operations. During the year under review,
the Company has granted 17,000,000 share options to eligible employees
to recognise their contribution to the Group.

BUSINESS REVIEW

To face China’s slowing growth economic situation, the Group performed
diligently throughout the year. Apart from maintaining the growth of
financial performance continuously, the Group has also kept business
improvement. In light of the new products launched in previous year
have brought positive contribution to the Group during the year under
review, the turnover of the Group remained steady when compared to
that of last year albeit the stagnant market demand and the decline
in overall average selling price. While the Group adopted proactive
measures to counteract the adverse impacts from slowing economies and
market uncertainty, including advancement of production technologies,
improvement of procurement process, streamlining the operational
activities, and enhancement of automated production process etc., all
of these measures have promoted the business growth of the Group.
Coupled with the decrease of raw materials costs, the Group achieved
stable growth in earnings and kept a healthy balance sheet position
and positive cash inflow. The Group has managed to buck the trend
and achieved continuous business growth. This demonstrated that the
Group's business strategy is capable in securing its profitability effectively
even facing economic uncertainty.

On the other hand, the Group made ample progress in the business
development for continuing growth. The management of the Group had
dedicated to nurture new revenue stream by new products development
during the year under review. A new product has been added to the
products portfolio of the Group and will be launched into the market
in the future. Simultaneously, the Group had improved the procurement
process so as to enhance quality of materials supplied at a more cost
effective way. Besides, the Group had further consolidated its existing
business advantages and integrated resources to develop downstream
businesses with an aim to further expand the products chain, broaden
the business scope and build a stronger business platform. Several good
potential projects have been identified and are planned to undergo
vigorous development in the near future. The Group will continuously
improve its business platform to promote diversified development and
create better prospect in the future so as to maintain sustainable profit
growth going forward. The Board is confident that the development
strategies adopted by the Group could drive its sustainable business
growth.
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2% Management Discussion and Analysis

BUSINESS REVIEW (Continued)

Despite the adverse market conditions, the new products introduced
into the market in the previous year boosted the turnover growth
during the year under review. The turnover of this category of products
reached approximately RMB1,015.8 million (2014: RMB994.2 million)
and accounted for 90.4% (2014: 88.7%) of the Group's total turnover.
Benefited from the vertically integrated business model, enhancement of
productivities and the decrease of raw materials costs, this segment profit
has generated a satisfactory growth reaching RMB276.9 million (2014:
RMB219.3 million), representing an increase of 26.3% as compared
to that of last year. As a key driver of the Group’s business growth,
there is still room for further growth and development. The Group has
developed a new product to keep broadening its product range and
capturing a wider spectrum of customers as well as diversifying revenue
stream so as to mitigate market volatility risk. In addition, the Group
has planned to further expand its business scope to cover more new
potential markets in downstream industries in the forthcoming year.
The Board is optimistic about the medium to long term prospects of
this category of products.

Lackluster market demand and lower selling price suppressed the
turnover and profit of this category of products. Hence, the Group
treated this category of products as a means to provide stable supply
for internal consumption. Moreover, the Group shifted the sourcing of
this category of products from outside market instead of self-producing
from time to time as and when the market price is obviously lower than
the cost of self-production. As the limited market upside, the survival
of this category of products largely depends on the market supply and
demand. The Group will closely monitor the change of market conditions
and adopt an effective procurement strategy to improve the profitability
of this category of products.

Both the turnover and the profit of this category of products were
dropped obviously due to the decrease of selling price in a gloomy market
during the year under review. Consequently, the Group concentrated
this category of products on the internal supply role which allowed
cyanide and its derivative products to achieve a lower production cost.
Strengthening the competitive advantages of the Group is still the
primary function to be served by this category of products. The Group
will continuously improve the productivity of this category of products
as and when necessary in order to promote a better profit margin to
the Group as a whole.
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BUSINESS REVIEW (Continued)

During the year under review, the business performance of the JV
Company was substandard mainly attributable to the idle production
capacity as the products of the JV Company were still relatively new to
the market and not yet widely recognised by the potential customers.
The management of the JV Company has strived to strengthen its sales
and marketing efforts and keep on addressing specific customer needs.
However, the potential customers need to go through a lengthy period
to test the products of the JV Company in various applications in their
own production process. After passing the trial applications, certain
customers had begun to place periodical orders with the JV Company
and most of the potential customers are still undergoing the product
characteristics review and laboratory test to meet different needs. The
management of the JV Company believes that, benefiting from the
marketing work done in 2015, the overall business performance would
be picking up a faster pace in the coming year.

In the forthcoming financial year, it is a market consensus that the PRC
economy will grow in a slower pace. The adjustment in economic structure
of the PRC will bring new challenges. The activity of manufacturing
industries in the PRC is going to downsize gradually due to market
demand diminishing continuously. Against such current economic
backdrop and uncertain business environment, the Group will solidify
the development of existing core business by improving the productivity
and operations continuously. The core business of the Group is less
sensitive to changes in the economy and expects to enjoy continuous
growth. In the meantime, the Group is committed to placing more
capital and other resources to embark on new business development
identified by the Directors during the year. The Directors believed that
investment in new business will help to fuel the growth momentum of
the Group in the future. In line with the long term business development
strategy, leveraging on the solid business platform and sound financial
position, the Group will continuously explore, identify and capture any
opportunities arising in the market. The criteria for new investment
should bring synergy to the Group, broaden its income stream, improve
its business competence and solidify its business platform so as to
maximise the Shareholders’ value.
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EE#HR % Directors’ Report

The Directors have pleasure in presenting the annual report together
with the audited financial statements of the Group for the year ended
31 December 2015.

PRINCIPAL ACTIVITIES

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

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2015 are set
out in the consolidated income statement on page 51 of this annual
report.

During the year under review, the Directors have declared an interim
dividend of HK$0.025 (2014: Nil) per Share totaling approximately
RMB17.4 million, which was paid to the Shareholders on 9 October 2015.

The Directors recommend the payment of a final dividend of HK$0.075
(2014: HK$0.045) per Share. The final dividend is tentatively to be
distributed by the Company on or about Friday, 24 June 2016 to the
Shareholders whose names appear on the register of members of the
Company on Friday, 3 June 2016, which is subject to the approval of
the Shareholders at the forthcoming annual general meeting of the
Company (the “2016 AGM").

BUSINESS REVIEW

The business review of the Group for the year ended 31 December
2015 is set out in the sections of Financial Highlights and Five Years
Financial Summary, Chairman’s Statement and Management Discussion
and Analysis on pages 4 to 5, pages 6 to 9 and pages 12 to 18
respectively of this annual report.

The Group recognises that its employees, customers and business
partners are the keys to the sustainable development. The Group
is committed to establishing a close and caring relationship with its
employees, providing quality products and services to its customers and
enhancing co-operation with its business partners.
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BUSINESS REVIEW (Continued)

The Group is committed to maintaining a clean, energy saving
and harmonious environmental conservation policy. Through the
establishment of 1SO14000 environmental management system to
improve the Group’s environmental management ability so as to achieve
environmental optimisation, minimise pollution, energy saving and
reduction of pollutant emissions.

The Group has established an environmental management team covering
the environmental issues Group-wide. Implementing well-defined job
specifications and a sound environmental performance evaluation
program so as improving the environmental performance of the Group
from time to time. The Group has complied with the environmental
requirements laid down by the states and local authorities as well as
obtaining 1ISO14001 environmental management system certification
since 2004. The Group constantly works to improve environmental
management through the plan-do-check-act quality management
principle. The Group uses best efforts to promote environmental
friendly practices to both suppliers and customers. The Group pursues
clean production processes, promotes loop economy, maintains sound
environmental rules and regulations and actively promotes the 4Rs
(Reduce, Recycle, Reuse and Replace) throughout all the Group’s business
activities to realise emission reduction targets.

The Group maintains its highest standards of products, technology and
production processes. All construction projects of the Group strictly
adopt the “Three Simultaneous System” namely safety, occupational
health and environmental production. Environmental protection is in
place throughout the process from product design to finished product.
The clean production audit is performed regularly. The Group actively
implements the waste treatment and recycling loop, control emissions,
and provide a safety and health workplace to employees with an aim
to improve their quality of life and working environment within the
production plants.

The Group proactively promotes all employees to participate environmental
conservation. The Group strives to raise environmental awareness and
competency of all its employees through environmental protection rules
and regulations and environmental work skills. The Group based on the
evaluation of current laws and regulations as well as the significant
environmental factors to formulate an “Objectives, Targets, Management
Scheme”, and improves the “corrective and preventive measures” of
environmental aspects from time to time. The Group developed a
comprehensive “Significant Environmental Factors Contingency Plan”.
The implementation of Management Scheme, corrective and preventive
measures can effectively control the significant environmental factors.
In accordance with “Significant Environmental Factors Contingency
Plan”, the Group performs drilling regularly to improve environmental
emergency response capacity of all employees, so as to achieve the
objective of reducing pollution, energy conservation, environmental
protection as well as conscientiously fulfilling environmental protection,
corporate and social responsibility.
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BUSINESS REVIEW (Continued)

In addition to the matters reported in the Chairman’s Statement and
Management Discussion and Analysis, the following are the principal
risks and uncertainties facing the Company as required to be disclosed
pursuant to the Companies Ordinance (Chapter 622 of the laws of
Hong Kong).

Strategic risks

1. Conditions in the global economy, economic fluctuations in
customer industries and volatility and cyclicality of the global fine
chemicals markets may adversely affect the results of the Group.

The Group maintains a balanced portfolio of products serving a
wide range of customers. The Board is closely monitoring market
conditions and corrective actions are taken as and when necessary.

2. The ability of the Group to compete is highly dependent on its
ability to develop technological innovations and to introduce new
products. Failure to do so could have an adverse effect on the
Group.

The Group continues to invest in improving existing products,
development of new products and new production technologies
through research and development.

3. The failure of the Group to procure/produce key raw materials
may lead to production interruptions and volatility in the prices
of such raw materials and energy prices may adversely affect the
profitability of the Group and its working capital position.

Sourcing strategies of the Group are in place to access multiple
sources for key raw materials and the Group works closely with
key suppliers to ensure availability. The Group looks to identify
alternative raw materials where possible. The Group actively
monitors its profit margins and use best endeavor to recover
input cost increases from customers.
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BUSINESS REVIEW (Continued)

Operational risks

1.

Compliance with extensive environmental, health and safety laws
and regulations could lead to material expenditure or changes
in the operations of the Group. The manufacture, storage and
transportation of chemicals is inherently dangerous and any
incidents relating to the hazards which the Group faces may
adversely affect its financial condition, results of operations and
reputation.

Detailed safety, health and environmental processes are documented
in operating guidance which is updated and communicated to staff
on a regular basis. Sound maintenance programs are in place in
order to ensure that the facilities meet local statutory requirements.
The Group established a Environment, Health and Safety (“EHS")
department dedicated to EHS issues and ensure the programs for
continuous improvement across all major EHS areas are in place
Group-wide.

The ongoing success of the Group is dependent on attracting
and retaining high quality senior management and staff who can
effectively manage the Group’s operations.

The Group offers competitive compensation packages with annual
bonuses and long-term incentive arrangements (e.g. share options)
for key employees. Appropriate notice periods and non-compete
clauses are used to mitigate short-term risk arising from the
departure of key employees. The Group is also developing a
succession plan for key positions.

Financial risks

1.

The Group's statement of financial position and cash flow or
credit market conditions and credit ratings may restrict the ability
of the Group to obtain credit facilities. In addition, interest rate
fluctuations and increases in bank lending margins may increase
the Group’s costs of borrowing.

The management of the Group closely monitors cash flow and
working capital performance on a timely basis to ensure it has
sound liquidity position and sufficient level of cash and cash
equivalents to finance the Group’s operations. The management
of the Group regularly review the relevant loan covenants for bank
borrowings as well as the interest rate exposure and will consider
hedging significant interest rate exposure should the need arise.
Details of the liquidity risk and interest rate risk are set out in note
37 to the financial statements.
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BUSINESS REVIEW (Continued)

Financial risks (Continued)
2. Customers’ credit risk will cause a financial loss due to failure to
discharge an obligation by the counterparties.

In order to minimise the credit risk, management of the Group has
delegated a team responsible for determination of credit limits,
credit approvals and other monitoring procedures to ensure that
follow-up action is taken to recover overdue debts. The Group
only extends credit to customers based on careful evaluation of
the customers’ financial conditions and credit history. In addition,
the management of the Group reviews the recoverable amount of
debt at the end of the reporting period to ensure that adequate
impairment losses are made for irrecoverable amounts. Details of
the customers’ credit risk are set out in note 37 to the financial
statements for the ended 31 December 2015.

ANNUAL GENERAL MEETING

The 2016 AGM will be held on Friday, 20 May 2016. Shareholders
should refer to the details regarding the 2016 AGM in the circular of
the Company of 14 April 2016 and the notice of the 2016 AGM and
the form of proxy accompanying thereto.

CLOSURE OF REGISTER OF MEMBERS

For the purpose of ascertaining the Shareholders who are entitled to
attend and vote at the 2016 AGM, the register of members of the
Company will be closed from Wednesday, 18 May 2016 to Friday, 20
May 2016, both days inclusive. In order to qualify for the right to attend
and vote at the 2016 AGM, all transfers accompanied by the relevant
share certificates should be lodged with the Company’s share registrar
and transfer office in Hong Kong, Computershare Hong Kong Investor
Services Limited at Shops 1712-1716 on the 17th Floor of Hopewell
Centre, 183 Queen’s Road East, Wanchai, Hong Kong, for registration
not later than 4:30 p.m. on Tuesday, 17 May 2016.

For the purpose of ascertaining the Shareholders who qualify for the
proposed final dividend in respect of the year ended 31 December 2015,
the register of members of the Company will be closed from Wednesday,
1 June 2016 to Friday, 3 June 2016, both days inclusive. In order to
qualify for the proposed final dividend, all transfers accompanied by
the relevant share certificates should be lodged with the Company’s
share registrar and transfer office in Hong Kong, Computershare Hong
Kong Investor Services Limited, at Shops 1712-1716 on the 17th Floor
of Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong, for
registration not later than 4:30 p.m. on Tuesday, 31 May 2016.
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SHARE CAPITAL

Details of movements during the year under review in the share capital
of the Company are set out in note 27 to the financial statements for
the year ended 31 December 2015.

FINANCIAL SUMMARY

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

RESERVES

Details of movements in the reserves of the Group and of the Company
are set out in the consolidated statement of changes in equity of the
Group on page 56 of this annual report and note 28 to the financial
statements for the year ended 31 December 2015 respectively.

DISTRIBUTABLE RESERVES OF THE COMPANY

Under the Companies Law of the Cayman Islands, the share premium
account of the Company can be used for paying distributions or dividends
to Shareholders subject to the provisions of its memorandum or articles
of association and provided that immediately following the distribution
of dividend, the Company is able to pay its debts as they fall due in the
ordinary course of business. As at 31 December 2015, the Company’s
reserves available for distribution to Shareholders amounted in total to
approximately RMB238.0 million (2014: RMB230.3 million).

PROPERTY, PLANT AND EQUIPMENT

During the year under review, the Group spent approximately RMB99.1
million (2014: RMB85.5 million) on property, plant and equipment to
expand its production capabilities. Details of the movements in the
property, plant and equipment of the Group are set out in note 13 to
the financial statements for the year ended 31 December 2015.

INVESTMENT PROPERTIES

The Group's investment properties were revalued at the year end date.
The fair value increase on investment properties arising on revaluation
amounting to approximately RMB1.2 million (2014: RMB0.3 million)
has been credited to the consolidated income statement. Details of
movements in the investment properties of the Group are set out in note
15 to the financial statements for the year ended 31 December 2015.
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DONATIONS

During the year under review, the Group did not make charitable and
other donations (2014: Nil).

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2015, the five largest customers
accounted for 22.4% (2014: 21.0%) of the Group's total turnover, whilst
the turnover attributable to the Group’s largest customer accounted for
6.1% (2014: 6.5%) of the Group’s total turnover.

For the year ended 31 December 2015, the five largest suppliers accounted
for 39.0% (2014: 33.5%) of the Group’s total purchases, whilst the
purchases attributable to the Group’s largest supplier accounted for
11.7% (2014: 11.6%) of the Group’s total purchases.

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

DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS

The Directors during the financial year under review and up to the date
of this report are:

Mr. Gao Feng
(appointed as an executive Director on 22 May 2015)
Mr. Guo Xitian
Mr. Liu Hongliang
Mr. Wang Zijiang
Mr. Guo Yucheng
(resigned as an executive Director on 22 May 2015)

Mr. Gao Baoyu
Mr. Leung Kam Wan
Mr. Liu Chenguang

In accordance with articles 86 and 87 of the Company’s articles of
association (the “Articles of Association”), Mr. Liu Hongliang, Mr. Guo
Xitian and Mr. Leung Kam Wan shall retire and, being eligible offer
themselves for re-election as Directors at the 2016 AGM.

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

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

No person proposed for re-election at the 2016 AGM has an unexpired
service contract which is not determinable by the Company or any its
subsidiaries within one year without payment of compensation, other
than statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in the paragraph headed “Connected Transactions”
set out in this report and note 35 to the financial statements for the
year ended 31 December 2015 on “Related Party Transactions”, no
contracts of significance in relation to the Group's business to which the
Company or any of its subsidiaries was a party and in which a Director
had a material interest, whether directly or indirectly, subsisted at the
end of the year or any time during the year.

DIRECTORS" AND CHIEF EXECUTIVE'S INTERESTS IN
SECURITIES

As at 31 December 2015, the interests and short positions of the
Directors and chief executive of the Company and their associates in
the shares and/or underlying shares of the Company and its associated
corporations (within the meaning of Part XV of the Securities and Futures
Ordinance (the “SFO")), as recorded in the register maintained by the
Company pursuant to section 352 of the SFO, or as otherwise notified
to the Company and the Stock Exchange pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers (the “Model
Code") contained in Appendix 10 to the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”), were as follows:

FriERnEE,/

B4 2R HERITRAEE
Number of AT D (%)
DR/ HEEEEE Shares held/ Approximate % in
BExps Name of company/ interest in &4 the total issued
Name of Director associated corporation the Shares Capacity share capital
Elpsrpts FEEEARAR (M) 584,000,000 LB s 69.0%

Mr. Liu Hongliang Cheerhill Group Limited (Note 1) (F3E2) Interest of controlled

(Note 2) corporation
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DIRECTORS’" AND CHIEF EXECUTIVE’'S INTERESTS IN
SECURITIES (Continued)

Notes:

1. The 584,000,000 Shares were held by Cheerhill Group Limited (“Cheerhill”),
the entire issued share capital of which is ultimately beneficially owned as
to 38.0% by Mr. Liu Hongliang, 26.0% by Mr. Wang Zijiang, 11.5% by
Mr. Guo Xitian, 11.5% by Ms. Zheng Hong, 6.5% by Mr. Guo Yucheng
and 6.5% by Mr. Fu Anxu.

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

Other than as disclosed above, none of the Directors, chief executive of
the Company nor their associates had any interests or short positions
in any Shares, underlying Shares or debentures of the Company or any
of its associated corporations as at 31 December 2015.

SUBSTANTIAL SHAREHOLDERS

As at 31 December 2015, the register of substantial Shareholders
maintained by the Company pursuant to section 336 of the SFO shows
that the following Shareholder had notified the Company of its relevant
interests in the issued share capital of the Company:

FERAEE,
RS RERAEE
Number of HERITREAEE
Shares held/ A E D (%)

interest in the

Approximate % in

BERERE Shares and 5% the total issued
Name of Shareholders aggregated interest Capacity share capital
EIE (M) 584,000,000 EnEBA 69.0%
Cheerhill (Note) Beneficiary owner

5T Note:

584,000,000 M Ty EIEIFE « E2EHEBHITRA
HBtTRE TFI4E - BHFMALE WL+ -
FEXRCERBELZREED I REERZHE38.0%
26.0% ~ 11.5% ~ 11.5% * 6.5% %6.5% °

Br EXFIREEIN  RZTE—REF+A=+—
B AARWEBEEFA T NSRRI
DR EATARERE S R EGRIANG AR
ZRESIORR - R AARRAREESLHAEF
PIFE3B6IKFE 2 BRMP L2 ERIAR -

The 584,000,000 Shares were held by Cheerhill, the entire issued share capital
of which is ultimately beneficially owned as to 38.0% by Mr. Liu Hongliang,
26.0% by Mr. Wang Zijiang, 11.5% by Mr. Guo Xitian, 11.5% by Ms. Zheng
Hong, 6.5% by Mr. Guo Yucheng and 6.5% by Mr. Fu Anxu.

Save as disclosed above, the Company has not been notified by any
person who had any interest or short position in the Shares or underlying
Shares as at 31 December 2015, which are required to be notified to the
Company under the SFO or which are recorded in the register required
to be kept by the Company under section 336 of the SFO.
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ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

At no time during the year under review was the Company, its holding
company, or any of its subsidiaries and fellow subsidiaries, a party to
any arrangements to enable the Directors to acquire benefits by means
of the acquisition of shares in, or debt securities (including debentures)
of, the Company or any other body corporate.

CONNECTED TRANSACTIONS

Certain related party transactions as disclosed in note 35 to the financial
statements for the year ended 31 December 2015 also constituted
connected transactions. The following transactions between certain
connected persons (as defined in the Listing Rules) and the Group
have been entered into and/or are continuing for which relevant
announcements, if necessary, had been made by the Company in
accordance with the requirements of the Listing Rules.

(a)

On 30 June 2011, the Company and Henkel entered into the JV
Agreement pursuant to which the Company and Henkel have
agreed to form the JV Company. Upon the incorporation of the
JV Company on 23 February 2012, Henkel, being a substantial
shareholder of the JV Company, has become a connected person
of the Company. Hence, the continuing transactions contemplated
under the framework supply agreement (the”Supply Agreement”)
entered into between the Company (acting on its own behalf
and on behalf of Weifang Parasia Chem Co., Ltd. (“Weifang
Parasia”)) and Henkel AG & Co. KGaA (acting on its own behalf
and on behalf of Henkel Ireland Ltd. (“Henkel Ireland”), Henkel
Puerto Rico Inc. and Henkel Ltda.), being associates of Henkel, on
6 December 2013 constitute continuing connected transaction of
the Company under the Listing Rules. For details, please refer to
the announcement of the Company dated 2 September 2015.
During the year under review, Weifang Parasia has supplied
ethylcyanoacetate, methylcyanoacetate, nbutylcyanoacetate and
other chemical products to Henkel Ireland, Henkel Puerto Rico Inc.
and Henkel Ltda. in aggregated total amount of approximately
RMB8.3 million under the Supply Agreement which was required
to be disclosed under the Listing Rules.

On 6 November 2012, Weifang Dekel Innovative Materials Co.,
Ltd. (“Weifang Dekel”), an indirect non-wholly owned subsidiary
of the Company (as defined under the Listing Rules) entered into a
master supply agreement (the “Agreement”) with Henkel Ireland,
pursuant to which Weifang Dekel agreed to supply and Henkel
Ireland agreed to purchase products with different parameter
and specifications (the “Products”) as set out in the Agreement
annually. During the year under review, Weifang Dekel has supplied
Products in aggregated total amount of approximately RMB1.3
million to Hekel Ireland or its nominated affiliates under the
Agreement which was required to be disclosed under the Listing
Rules.
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CONNECTED TRANSACTIONS (Continued)

(@

On 14 April 2015, Weifang Common Chem Co. Ltd. (“Weifang
Comchem™), a wholly owned subsidiary of the Company, and
Afinitica Technologies SL (“Afinitica”) entered into an agreement
pursuant to which Weifang Comchem agreed to supply certain
adhesives products to Afinitica annually (the “Supply”). For details,
please refer to the announcement of the Company dated 14 April
2015. As Henkel is a substantial shareholder of the JV Company
and Henkel AG & Co. KGaA is a substantial shareholder of Afinitica,
Afinitica becomes a connected person of the Company. The Supply
therefore constitutes continuing connected transaction of the
Company under the Listing Rules. No sales was made to Afinitica
during the year under review.

The independent auditor of the Company was engaged to report on
the Group’s continuing connected transactions in accordance with
Hong Kong Standard on Assurance Engagements 3000 “Assurance
Engagements Other Than Audits or Reviews of Historical Financial
Information” and with reference to Practice Note 740 “Auditor’s
Letter on Continuing Connected Transactions under the Hong
Kong Listing Rules”, issued by the Hong Kong Institute of Certified
Public Accountants. The independent auditor of the Company has
issued a report containing the findings and conclusions in respect
of the continuing connected transactions disclosed by the Group
under this section in accordance with paragraph 14A.56 of the
Listing Rules that the transactions:

(1) have been approved by the Board,;

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

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

(4) have not exceeded the annual caps disclosed in the
announcements of the Company.

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

The independent non-executive Directors have reviewed (i) the
continuing connected transactions agreements of the above
transactions; (i) the breakdown of the continuing connected
transactions; (iii) the breakdown of comparable and similar
transactions with independent third parties; and (iv) the independent
auditor’s report in respect of the above continuing connected
transactions and confirmed that these transactions were entered
into by the Group (i) in the ordinary and usual course of business;
(i) on normal commercial terms; and (iii) the transactions were
entered into in accordance with the agreements governing such
transactions on terms that are fair and reasonable and in the
interests of the Shareholders as a whole.

The above disclosure of the continuing connected transactions

of the Group has complied with the disclosure requirements in
accordance with the Listing Rules.
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CONNECTED TRANSACTIONS (Continued)

(d)  Pursuant to a lease (the “Lease”) entered into between Weifang
Parasia, being a wholly owned subsidiary of the Company, and
Weifang Tianhong, Weifang Parasia leased the office premises
owned by Weifang Tianhong for a term of three years commencing
on 1 January 2015 at an annual rental payment of RMB540,000,
payable on a pro-rata basis at the end of each quarter. Weifang
Tianhong is a connected person to the Company as Mr. Liu
Hongliang, Mr. Wang Zijiang and Mr. Guo Xitian, all being executive
Directors, have majority voting control of Weifang Tianhong, the
entering into of the Lease constituted a continuing connected
transaction of the Company.

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

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

Save as disclosed above and in note 35 to the financial statements for
the year ended 31 December 2015, there were no other transactions
which need to be disclosed as connected transactions in accordance with
the requirements of the Listing Rules and no contract of significance,
between the Company, controlling Shareholders, or any of its subsidiaries
and fellow subsidiaries or in which a Director had a material interest,
whether directly or indirectly, or which are required to be disclosed
under the Listing Rules or the Companies Ordinance (Chapter 622 of
the laws of Hong Kong) subsisted at the end of the year or at any time
during the year under review.

MANAGEMENT CONTRACTS

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

CONFIRMATION FROM INDEPENDENT NON-
EXECUTIVE DIRECTORS

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

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

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

SHARE OPTION SCHEME

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

The offer of a grant of share options may be accepted within 21 days
from the date of offer, upon payment of nominal consideration of
HK$1 in total by the eligible participants that become grantees. Each
share option will be vested immediately at the date when the option
is accepted. The share options will lapse immediately after the grantee
ceases to be eligible participant of the Group. The options will lapse
due to the expiry of the option’s exercise period.

The subscription price for the Shares to be issued upon exercise of
the options shall be no less than the higher of (i) the closing price of
the Shares as stated in the daily quotation sheet issued by the Stock
Exchange on the date of grant; (ii) the average closing price of the Shares
as stated in the daily quotation sheets issued by the Stock Exchange
for the five business days immediately preceding the date of grant; and
(i) the nominal value of a Share on the date of grant. The subscription
price will be established by the Board at the time the option is offered
to the participants.
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SHARE OPTION SCHEME (Continued)

On 10 July 2015, the Company granted 17,000,000 share options under
Share Option Scheme. Details of the movements of the share options
under the Share Option Scheme for the year ended 31 December 2015
are as follows:

REL i RITHE
Outstanding FRRE FRERR RER B RITHE
EAFEAER at beginning Granted Lapsed during Outstanding
Category of grantee of year  during the year the year at end of year
pERSS 2 (M)
Ms. Shi Huifang (Note) = 280,000 = 280,000
8T
Employee = 16,720,000 (60,000) 16,660,000
- 17,000,000 (60,000) 16,940,000
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Note: Ms. Shi Huifang is the spouse of Mr. Wang Zijiang who is a Director and

therefore an associate of Mr. Wang Zijiang.

The fair value of the existing share options of the Company calculated
are inherently subjective and uncertain due to the assumptions made
and the limitations of the model used. The value of an option varies
with different variables of certain subjective assumptions. Any change
in variables so adopted may materially affect the estimation of the
fair value of an option. Further details are set out in Note 29 to the
financial statements.

PRE-EMPTIVE RIGHTS

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

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

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

SUFFICIENCY OF PUBLIC FLOAT

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

The Company is committed to maintaining the high standard of corporate
governance practices. Information on the corporate governance practices
adopted by the Company is set out in the Corporate Governance Report
on pages 34 to 48 of this annual report.

The Company has adopted the Model Code as its code for dealing in
securities of the Company by the Directors. After specific enquiry by
the Company, all the Directors confirmed that they had complied with
the required standards set out in the Model Code for the financial year
ended 31 December 2015.

INDEPENDENT AUDITOR
The financial statements have been audited by BDO Limited (“BDO").

A resolution will be proposed at 2016 AGM to re-appoint BDO as the
independent auditor of the Company.

On behalf of the Board
Gao Feng
Chairman

Hong Kong, 7 March 2016
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The Company is committed to building and maintaining high standards
of corporate governance. Throughout the financial year ended 31
December 2015, the Company has adopted the principles and complied
with the requirements set out in the “Corporate Governance Code” (the
“CG Code”) contained in Appendix 14 to the Listing Rules.

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

BOARD OF DIRECTORS

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

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

During the year under review, the Board has (i) reviewed the effectiveness
of the communication policy, code of conduct applicable to employees
of the Group and Director, corporate governance policy, information
disclosure policy, risk management policy and code for dealing in
securities policy of the Company etc.; (i) reviewed and assessed the
training records of Directors and senior management; (iii) reviewed
the effectiveness of the committees structure of the Board and the
terms of reference of all Board committees and their accountability for
the corporate governance practices; and (iv) reviewed the Company’s
compliance with the CG Code and disclosure in the corporate governance
report of the Company.

The Board comprises seven Directors, including four executive Directors
and three independent non-executive Directors. The biographical details
of the Directors are set out on pages 10 to 11 of this annual report. The
composition of the Board is well balanced with each Director having
sound knowledge, experience and/or expertise relevant to the business
operations and development of the Group. The independent non-
executive Directors, with at least one independent non-executive Director
possessing the appropriate professional qualifications, or accounting or
related financial management expertise, who offer diversified expertise
and experience, contribute significantly to the important function of
advising management on strategy and policy development. All the
Directors are aware of their collective and individual responsibilities to
the Shareholders and have exercised their duties with care, skill and
diligence, contributing to the successful performance of the Group.

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

The Company maintains appropriate liability insurance to indemnify

its Directors for their liabilities arising out of corporate activities. The
insurance coverage will be reviewed on an annual basis.
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BOARD OF DIRECTORS (Continued)

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

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

A Director may be removed by an ordinary resolution of the Company
before the expiration of his period of time (but without prejudice to
any claim which such Director may have for damages for any breach
of any contract between him and the Company).

All Directors must keep abreast of their collective responsibilities as
Directors and of the business and activities of the Group. A briefing
is provided and organised to ensure that newly appointed Directors
are familiar with the role of the Board, their legal and other duties
and responsibilities as Director as well as the business and corporate
governance practices of the Group. The company secretary of the
Company (the “Company Secretary”) will continuously update all
Directors on latest development regarding the Listing Rules and other
applicable regulator requirements to ensure compliance of the same
by all Directors.

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

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

The chief executive officer of the Company bears the title of general
manager. In order to reinforce the independence and accountability, the
roles of the Chairman and the general manager of the Company are
segregated and performed by Mr. Liu Hongliang (change to Mr. Gao
Feng with effect from 1 January 2016) and Mr. Guo Xitian respectively.
There is a clear distinction responsibility of the Chairman to mainly
provide leadership for the Board and ensure the Board is functioning
properly, with good corporate governance practices and procedures,
whilst the general manager of the Company is responsible for managing
the day-to-day operations, implementing business strategies and policies
approved by the Board, developing and formulating the organisational
structure, internal control systems and internal procedures and processes
for the Board's approval. The division of responsibilities between the
Chairman and general manager of the Company has been clearly defined
and set out in writing.

The Board meets regularly at least 4 times every financial year. The
Directors participated in person or through electronic means of
communication. All regular Board meetings are scheduled in advance
to facilitate the possible fullest attendance. The meeting agenda is set
after consulting with members of the Board. Each Director is invited
to present any businesses that he wishes to discuss or propose at such
meetings. Directors are required to abstain from voting and will not be
counted in the quorum present in the Board meeting if any Director
has a conflict of interest in a matter to be considered by the Board.

The Directors have been invited to include any matters which they
thought appropriate in the agenda for the Board meetings. Notice of at
least 14 days has been given for each Board meeting. Board papers are
circulated to all Directors not less than 3 days before the Board meetings
to ensure timely access to relevant information. Each Director is able
to access the management of the Group separately and independently
if more information is required. All Directors are permitted to seek
independent professional advice, if required, at the Company’s expenses.

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

ZZ—RFF R ANNUAL REPORT 2015

o



@

ﬁ'/ﬁr?ﬁ)

EEECNUTNIEES YABREMRESR

B HARTLTRIMSENRERR - EF8Z
EeNBREECSEARRMEUTIE - WA EK
RZERAHSER] -

EREEE

EZLEg &Ti:‘_%ﬁj#iﬂﬁii DRI RR

HEXRE RELRERBBRRLEE - REAR
%*F?AEZI}* BEBEMRRRE ZRA

BETEXER - ERZBEENIZRERRE

() BEANEEZFBHRER FERS T8
BE MBI RERTEERLAEFGER
MR B B A R BTG R - £
AR Bt A BB T R EREV AR E

(i) BHAKEZMBEERABIEE

(i) BHAEENTBRLESFTHERER

(iv) BBAXRBMUZBEEMNED BT 0 &

(v) BERESEIIFANEGEE -

ERZBEREHARERABITERE -

EZZERCNBFEANSRITMASH
uﬁﬂTﬁ”%ﬁ :

© LAR

() WEARFBIZBEREBELTE - LR
AR BELZBEN L B E N

(i) ZRBRECZEGWEAHE BARFERE
EHRAZENAKRENEANMEZERUBE

BHAATBE Y ZEAMREHOEZER - I
RAMBRRITHNNENSTERES SR
SR ER

(iii)

% Corporate Governance Report

BOARD OF DIRECTORS (Continued)

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

Audit Committee

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

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

(i)  reviewing the Group’s financial controls and internal control,
(iii) reviewing the Group’s financial and accounting policies and
practices;

(iv) recommending the appointment and remuneration of the
independent auditor of the Company; and

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

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

The Audit Committee held two meetings during the year under review
to discuss the following matters:

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

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

(iii)  reviewing the audit findings provided by the independent auditor

of the Company and identifying and making recommendations to

the Board on any matters where action or improvement is needed,;
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BOARD OF DIRECTORS (Continued)

Audit Committee (Continued)

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

(v)  reviewing the annual financial statements for the year ended 31
December 2014 and interim financial statements for the six months
ended 30 June 2015;

reviewing the continue connected transactions of the Group; and

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

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

On 7 March 2016, the Audit Committee also held a meeting to review
the financial statements for the year ended 31 December 2015. The
Audit Committee was satisfied that the accounting policies and practices
adopted by the Group are in accordance with the current best practices
in Hong Kong. The Audit Committee found no unusual items that
were omitted from the financial statements and was satisfied with the
disclosures of data and explanations shown in the financial statements.

Remuneration Committee

The Remuneration Committee is chaired by Mr. Liu Chenguang, an
independent non-executive Director, with Mr. Liu Hongliang, the
executive Director, Mr. Leung Kam Wan, an independent non-executive
Director, and Mr. Gao Baoyu, an independent non-executive Director, as
the three other members. The majority members of the Remuneration
Committee are independent non-executive Directors.

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

Remuneration Committee (Continued)

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

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

Remuneration policy

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

The remuneration of independent non-executive Directors mainly
comprising directors’ fees which is subject to annual assessment with
reference to the market standard. Reimbursement is allowed for out-of-
pocket expenses incurred in connection with the performance of their
duties including attendance at the Company meeting.
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BOARD OF DIRECTORS (Continued)

Nomination Committee

The Nomination Committee is chaired by Mr. Liu Hongliang, the executive
Director, with Mr. Liu Chenguang and Mr. Leung Kam Wan, as the
two other members, both are independent non-executive Directors.
The majority members of the Nomination Committee are independent
non-executive Directors.

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

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

Nomination Committee held one meeting during the year under review
to (i) assess the current structure, size and composition (including but
not limited to the skills, knowledge and experience) of the Board; (ii)
review the independence of independent non-executive Directors; (iii)
review and recommend the re-appointment of the retiring Directors
for Shareholders’ approval at annual general meeting; (iv) review the
board diversity policy; (v) review the Directors succession plan; and (vi)
recommend the appointment of the new Director for the Board approval.

ZZ—RFF R ANNUAL REPORT 2015

o



@

EERHE Corporate Governance Report

EE=g(E)

ZERBRREER
ZERBREECHEREELCEZLZEZRN
& URPAEEZEBLERAR - R2RIEBR
ZTEe T RERA -+ _HEAWTES
FERAEREERGPEREER_T—RHFH
AZ+ZH#E) EtKEASERREEBL
HERNTER) RAERRAE - ZEENTERES
&

(i) FIEAEEEENZ2MRERBERMRD -
WAE =G EE -

(i) BRUMESAKENZE2MRREEEFER

G5

BRNERARENEENZE - WHEAR
SENRZE2MRERBRNRANERIAT

(ii)

BRASEZEESETAEREERER
ERPI T AR 2 FTAMRDERAMARA - &

(iv)

v EEMEEMBEREZERRERFBRIKR
FoAREESRHELEES

Bt
=
i
_m
Wt
>F
Xt
H
i
558
S
W
S0
23
&
BB
py}
|
ST
il

& UEETIEER

() BHAKEERBLZE2MRRER K

(i) RMEAKEEHANERRR  FHLz
RRNE-TUCEER - TREBEFGRT
KpnegE THERN - ABRAEERE AR
R EMRRFLE o

BOARD OF DIRECTORS (Continued)

The Safety and Environmental Protection Committee

The Safety and Environmental Protection Committee is responsible for
enhancing the safety and effectiveness of production operations that
would eliminate the main operating risk of the Group. The Safety and
Environmental Protection Committee is chaired by Mr. Guo Xitian (Mr.
Guo Yucheng, has been resigned on 22 May 2015) with effect from
22 May 2015, an executive Director and other members are Mr. Gao
Baoyu, an independent non-executive Director and Mr. Sun Zhenmin.
The primary duties of the Committee include:

(i)  formulating the Group's overall safety and environmental protection
policy and regulations as well as make recommendation to the
Board;

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

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

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

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

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

(i)  reviewing overall the safety and environmental protection systems
of the Group; and

(i)  assessing the further room for improvements of safety and
environmental protection in order to meet the Group's business
development in near future and recommending the Board to
upgrade and strengthen certain production facilities to ensure
the Group’s safety and environmental protection standards can
be maintained.
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BOARD OF DIRECTORS (Continued)

During the year under review, the attendance record of each Director

ZESERMRRBERG ZRBHIIWOT : at the Board meetings, Board committee meetings and annual general
meeting is set out below:
HESRTE
Attendance of meetings
ZER
RREES
RRBEAE Safety and
Annual EREEE FMEEE REZEE Environmental
general =g Audit Remuneration Nomination Protection
meeting Board  Committee = Committee = Committee = Committee
YTES Executive Directors
Bkr s Mr. Liu Hongliang** 171 4/4 112 17 171 =
TFIxs Mr. Wang Zijiang 171 4/4 - - - -
BEBEE Mr. Guo Xitian’ 11 3/4 12 - - 1/1
BEKEE Mr. Guo Yucheng n 2/4 = = = =
mELE Mr. Gao Feng 11 3/4 = = = =
BYFHITES Independent non-
executive Directors
RIRE 146 Mr. Leung Kam Wan'#6 il 4/4 212 11 il =
BERgAE S Mr. Gao Baoyu®+# 171 4/4 212 17 = 17
BR300 Mr. Liu Chenguang?35 il 4/4 212 11 il =
EHEE Management
BIRR A8 Mr. Sun Zhenmin® - - - = = 11
FfiEE - Notes:
1. BREZEEGXR 1. Chairman of the Audit Committee
2. BREBEEgKE 2. Member of the Audit Committee
3. ¥MEEexXRE 3. Chairman of the Remuneration Committee
4. HMEEEKE 4. Member of the Remuneration Committee
5. REZEEIXR 5. Chairman of the Nomination Committee
6. REZEBEKE 6.  Member of the Nomination Committee
7. TERERREZEEESXFE 7. Chairman of the Safety and Environmental Protection Committee
8. ZEREBRZBEGNXE 8.  Member of the Safety and Environmental Protection Committee
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ACCOUNTABILITY AND AUDIT

The Board aims to present a balanced, clear and understandable
assessment of the Company’s performance, position and prospects
to Shareholders and the public pursuant to all sorts of statutory and
regulatory requirements.

The Directors are responsible for the preparation and the true and
fair presentation of the financial statements in accordance with Hong
Kong Financial Reporting Standards issued by the Hong Kong Institute
of Certified Public Accountants and the disclosure requirements of the
Hong Kong Companies Ordinance. This responsibility includes designing,
implementing and maintaining internal control relevant to the true and
fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting estimates
that are reasonable in the circumstances. The responsibilities of the
independent auditor of the Company for the accounts are set out in
the Auditor’s Report on pages 49 to 50 of this annual report.

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

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

INTERNAL CONTROLS

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

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

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

During the year under review, the Group has form an internal control
department to ensure that all internal control procedures, compliance
controls procedures and risk management measures and procedures
are properly implemented. Besides, the executive Directors is always
participate in the monthly management meetings to review the Group's
financial and operational procedures, fraud investigations (if any),
productivity efficiency and effectiveness etc., and/or meetings held
as and when required to address or rectify irregularities immediately.
Meanwhile, the executive Directors will take a constant review of critical
risk management control of the Group to ensure the business operation
is sound and effectiveness on an on-going basis.

During the year under review, the internal control department of
the Group has performed internal control review on the warehouse
management system of the Group. The findings has been reported directly
to the Board. The Board concluded that no significant weakness was
noted from the internal audit report but the Group will further improve
the warehouse operations by implementing several recommendations
suggested by the internal control department of the Group. The internal
control department of the Group will continuously conduct another
internal control review on other aspects of the Group in coming future.

An internal control department of the Group is planned to formulate
more control measures and aim to put in place an integrated system of
internal control so as to support the business continuous development
of the Group.

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

The Company has adopted the Model Code as its own code governing
securities transactions of the Directors. Each of the Directors has
confirmed, upon specific enquiry, his compliance with the Model Code
for the financial year ended 31 December 2015. The Company has
also adopted written guidelines on no less exacting terms than the
Model Code for the relevant employees. The senior management, who,
because of their office in the Group, is likely to be in possession of
inside information, has been requested to comply with the provisions
of the Model Code and the Company’s code of conduct regarding
securities transactions by Directors. No incidence of non-compliance of
the employees’ written guidelines by the relevant employees was noted
by the Company during the year under review.

SHAREHOLDERS' RIGHTS

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

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

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

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

Shareholders have the right to put enquiries to the Board. All enquiries
must be in writing with contact information of the requisitionists and
deposited to the Company Secretary at the Company’s principal place
of business in Hong Kong.

KRB THEMKRAR 2 EF TIANDE CHEMICAL HOLDINGS LIMITED
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SHAREHOLDERS' RIGHTS (Continued)

There are no provisions allowing Shareholders to move resolutions at
the general meetings other than a proposal of a person for election as
a Director under the Cayman Islands Companies Law (as amended from
time to time) or the Articles of Association. However, Shareholders may
suggest proposals by sending written requisition to the Board or the
Company Secretary following the procedures set out in the paragraph
headed “Right to convene extraordinary general meeting” above to
convene an EGM for any business specified in such written requisition.

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

INVESTOR RELATIONS

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

In addition, the Company also communicates to its shareholder through
announcements and annual and interim reports. All such reports and
announcements can also be accessed via the Company’s website and
the website of the Stock Exchange. The Directors, Company Secretary
or other appropriate members of the management team also respond
to inquiries from Shareholders and investment community promptly.
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INDEPENDENT AUDITOR

The nature and ratio of annual fees to the independent auditor of the
Company for non-audit services and for audit services are subject to
scrutiny by the Audit Committee. The provision of non-audit services
by the independent auditor of the Company requires prior approval of
Audit Committee so as to ensure that the independence and objectivity
of the independent auditor of the Company will not be impaired. Details
of the fees paid or payable to the independent auditor of the Company
for the financial year ended 31 December 2015 are as follows:

Audit services HK$630,000
Non-audit services
Review of interim financial statements HK$50,000

On behalf of the Board
Gao Feng
Chairman

Hong Kong, 7 March 2016
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TO THE SHAREHOLDERS OF TIANDE CHEMICAL HOLDINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Tiande
Chemical Holdings Limited (the “Company”) and its subsidiaries
(together the “Group”) set out on pages 51 to 132, which comprise
the consolidated statement of financial position as at 31 December 2015,
and the consolidated income statement, the consolidated statement
of comprehensive income, the consolidated statement of cash flows
and the consolidated statement of changes in equity for the year then
ended, and a summary of significant accounting policies and other
explanatory information.

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

AUDITOR'’S RESPONSIBILITY

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

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free
from material misstatement.
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AUDITOR'’S RESPONSIBILITY (Continued)

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements.
The procedures selected depend on the auditor’s judgement, including
the assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s
preparation of the 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 financial position of the Group as at 31 December 2015
and of its financial performance and cash flows for the year then ended
in accordance with Hong Kong Financial Reporting Standards and have
been properly prepared in compliance with the disclosure requirements
of the Hong Kong Companies Ordinance.

BDO Limited

Certified Public Accountants

Tsui Ka Che, Norman

Practising Certificate Number PO5057

Hong Kong, 7 March 2016
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ez Rk Consolidated Income Statement
HE-Z—AF+=-H=+—H L% For the year ended 31 December 2015
—E-HF —F
2015 2014
ih=s AR%ET ARETFIT
Notes RMB’000 RMB’000
LER Revenue 6 1,123,408 1,121,127
SHE RN Cost of sales (806,519) (836,955)
EF Gross profit 316,889 284,172
HAb YA Other income 6 13,897 12,394
REYFEEMIEE Revaluation gain on investment properties 15 1,220 310
HERX Selling expenses (35,408) (35,233)
T I Bt 2 38 A 2 Administrative and other operating
expenses (44,698) (45,444)
BA RS R AS Finance costs 7 (1,063) (627)
PTESBMT EMAAMBUE  Fair value gain on derivative financial
instruments 30 3,161 2,110
BIE—REERREE Share of loss of a joint venture 16 (6,961) (5,034)
MRS B AR Profit before income tax 8 247,037 212,648
e B X Income tax expense 9 (74,666) (58,143)
REERF Profit for the year 172,371 154,505
RABHEE AEBIERFEE Profit for the year attributable to owners
il of the Company 172,371 154,505
METE AR RES AL Earnings per share for profit attributable
AERHNME Z to owners of the Company for the year
BRRAEF
—HARREE — Basic and diluted 12 AR#0.204T AR®0.1827T
RMBO0.204 RMBO0.182
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mEazmlER Consolidated Statement of Comprehensive Income
HE-_Z—AF+=-H=+—HLFE For the year ended 31 December 2015

—E-HF -
2015 2014
AR¥ TR AREFTT
RMB’000 RMB’000
AEEER Profit for the year 172,371 154,505
Hi2mEis Other comprehensive income
HETKEFIEZWER2  Items that may be reclassified subsequently
HA : to the income statement:
BREFINEEHTIEHRERZMEN,  Exchange (loss)/gain on translation of financial
(B8), s statements of foreign operations (3,510) 172
AEEHMZEE Other comprehensive income for the year (3,510) 172
AEERHKEEARE Total comprehensive income for the year 168,861 154,677
AAFEEANELEEREERE  Total comprehensive income for the year
Wk 4858 attributable to owners of the Company 168,861 154,677
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ZE Bk RE Consolidated Statement of Financial Position

R-_Z—HF+=-H=1+—H As at 31 December 2015

—E—5F —Pa4
) 2015 2014
PsE AR¥ T AREETIT
Notes RMB’000 RMB’'000
EEHEAE ASSETS AND LIABILITIES
RBEE Non-current assets
ME - BB K&ERE Property, plant and equipment 13 601,933 552,114
TEfS LA EFRIE Prepaid land lease payments 14 50,122 51,415
"EYE Investment properties 15 15,730 14,510
BEYHE  BELREZ Deposits paid for acquisition of property,
=N plant and equipment 3,876 4,156
R—REER A2 Interests in a joint venture 16 31,576 40,104
FEAR A 5T B R IA Finance lease receivable 17 13,413 14,210
FIERIEE = Deferred tax assets 18 2,422 1,250
719,072 677,759
RENVEE Current assets
FE Inventories 19 96,301 88,898
E%J@uﬁzﬁ%&%u&%ﬁ% Trade and bills receivable 20 394,631 338,037
?EHTAIE&EWJFEH& Prepayments and other receivables 21 13,758 25,006
B —REE DA Amount due from a joint venture 16 40,546 37,543
FE U B TSR & F R Finance lease receivable 17 797 797
IR1T IR ® &R Bank and cash balances 22 117,661 62,942
663,694 553,223
REBAE Current liabilities
H 5 R Trade payables 23 23,176 16,002
FERT AR BR R Accruals and other payables
Eﬁﬁﬁﬁm 24 102,556 85,212
RITEK Bank borrowings 25 32,072 30,571
mERIEEE Current tax liabilities 19,780 18,945
177,584 150,730
RBEEFE Net current assets 486,110 402,493
HWEERABER Total assets less current liabilities 1,205,182 1,080,252
FRBERE Non-current liabilities
EEWA Deferred income 26 12,361 12,211
BETHIBAE Deferred tax liabilities 18 7,496 3,138
PTESmIA Derivative financial instruments 30 7,325 10,486
27,182 25,835
EERE Net assets 1,178,000 1,054,417
R EQUITY
AATEE AELER Equity attributable to the Company's
owners
A&z Share capital 27 7,786 7,786
(G Reserves 28 1,170,214 1,046,631
e Total equity 1,178,000 1,054,417
5 g 2=
GAO FENG LIU HONGLIANG
- 2 -
Director Director =
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HEHELREEK Consolidated Statement of Cash Flows

HE-_Z—AF+=-H=+—HLFE For the year ended 31 December 2015

—E-RF -
2015 2014
ihE=s AR%ET ARETT
Notes RMB’000 RMB’000
REEREECHERE Cash flows from operating activities
R PTASH4 Bl ) Profit before income tax 247,037 212,648
FEE Adjustments for:
RITFIBUA Bank interest income 6 (1,689) (214)
A &N AFBUWA Interest income from a joint venture 6 (1,049) (146)
PHHEER S WA Interest income from finance lease 6 (1,054) (1,098)
FEFX Interest expenses 7 1,063 627
By Amortisation 8 1,293 1,293
e Depreciation 8 69,359 64,439
FEIE UL A B o] Release of deferred income 6 (3,449) (2,740)
MR E A #IREZFE 2 Reversal of write-down of inventories to
E1pz ek net realisable value 8 (43) (4)
WEYFEEMHIEE Revaluation gain on investment properties 15 (1,220) (310)
REEEARDZ 2 Equity-settled share-based payment
RIS expenses 2,736 =
B Z W R R EEE Impairment loss on trade receivables 8 3,232 =
BIE—REERAEE Share of loss of a joint venture 6,961 5,034
MEERAEHEEMM Change in unrealised profit on goods sold
REIR R to a joint venture (58) 677
PTESBIEMAARENRE  Fair value gain on derivative financial
instruments 30 (3,161) (2,110)
HEWE - BEREE Loss/(Gain) on disposals of property,
Fris B8, (W) plant and equipment, net 6,8 7 (1,998)
RetEBESEBFIZ Operating profit before working capital
i changes 319,965 276,098
FEEM Increase in inventories (7,360) (6,417)
BN - BKEER Increase in trade, bills and other
E At FEUFRIE K receivables and prepayments
FEfHRIAE N (48,639) (61,048)
B —RE &N RIFIE Decrease/(Increase) in amount due from
A (E) a joint venture 1,606 (6,880)
B EMNER - BARM Increase in trade and accruals and
BR X% EL A B A5 BRIR S A0 other payables 4,465 3,063
LEEEMBIRE Cash generated from operations 270,037 204,816
TP Income taxes paid (70,645) (52,182)
SR EE B FEE Net cash generated from operating
activities 199,392 152,634

@
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ZEH L REXK Consolidated Statement of Cash Flows

HE-Z—AF+=-H=+—H L% For the year ended 31 December 2015

—E-RF =2l
2015 2014
B aE AR%ET ARETT
Notes RMB’000 RMB’000
REXREECHERE Cash flows from investing activities
BEYE  WEMRE Purchase of property, plant and equipment (99,091) (85,456)
HEME - BERREZ Proceeds on disposals of property,
Fr1S 5078 plant and equipment 1 2,645
FEME -  BERREZ Government grants for the construction
EgiaR of property, plant and equipment 4,000 5,000
H—RAEQaEAER Loan injection to a joint venture = (28,109)
REIEEE =@ A A LM ES  Decrease/(Increase) in short-term deposits
TR,/ (38 0) with an original maturity of more than
3 months 22 15,500 (15,500)
B U F 8 Interest received 1,689 214
WEZBHTH2 B2 F88 Net cash used in investing activities (77,901) (121,206)
MEXBREECHERE Cash flows from financing activities
EANEEEEN Dividend paid 11 (48,014) (30,342)
ERFE Interest paid (1,073) (662)
EEIRITIEK Repayments of bank borrowings (49,522) (33,297)
HIGIRITEK New bank borrowings raised 49,666 30,571
BE R A B2 F8E Net cash used in financing activities (48,943) (33,730)
BeMIReFEER Net increase/(decrease) in cash and
i, i) e cash equivalents 72,548 (2,302)
FzHeRFLZFAEEE Cash and cash equivalents at beginning
of year 47,442 49,551
SNEERBE) 2 & Effect of foreign exchange rate changes (2,329) 193
FR7BS MRS EMEEE  Cash and cash equivalents at end of year 117,661 47,442
RekREESEEB LR Analysis of balances of cash and
Bk cash equivalents
RIT RIS AR Bank and cash balances 22 117,661 47,442
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meEREB#E R Consolidated Statement of Changes in Equity

HE-_Z—AF+=-H=+—HLFE For the year ended 31 December 2015

NEERGRE
NEEMRGRE g Foreign
Bk RGEE  RERG  BHRAEE  Property Public ~ cureny BRERE  REEN
Share Share Special Surplus  revaluation welfare  translation Share option ~ Retained At
capital  premium reserve reserve fund reserve fund reserve reserve profits Total
ARBTT  ARETR ARETR ARETT ARETn ARETT ARETn  ARETT  ARETn  ARETI
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
(M) (Witash)  (MfiEzso) (Wiosd)  (Bretse)  (Miatasf)
(note 283)  (note 28)  (note 28¢) (note 28d) ~ (note 28¢)  (note 28f)
RoE-ME-F-RA&H  Balanceat 1 January 2014 7,786 106,333 31,182 60,241 1,653 633 (2,476) - 724,730 930,082
BRZZ-=ExERE 2013 final dividend paid
(A1) (note 11) - - - - - - - - B3 B0
BEEARS Transactions with owners = = = = = = = = (30,342) (30,342)
REERH Profit for the year = = = = = = = = 154,505 154,505
Ai2ERE Other comprehensive income
HEBNFRIBERL Exchange gain on translation
B ks of financial statements of
foreign operations - - - - - - 17 - - 1
FEERMRAUELE  Total comprehensive income
for the year - - - - - - 172 - 154,505 154,677
AREETRERE Appropriations to statutory
reserve - - - 6,799 - - - - (6,799) -
R=2-mE+=A=+-F Balance at 31 December 2014
R=E-Z%-B-A4&H  and 1 January 2015 1,186 106,333 31,182 67,040 1,653 633 (2,304) - 842,094 1,054,417
TESEINRNT Equity-settled share-based
FERY payment expenses - - - - - - - 2736 = 2736
ERZZ-WERERS 2014 final dividend paid
(A1) (note 11) - - - - - - - - (306100 (30610
BRZZ-RERHRE 2015 interim dividend paid
(M) (note 11) - - - - - - - - (17408 (17404)
EEEARS Transactions with owners - - - - - - - 2,736 (48,014) (45,278)
KEERA Profit for the year - - - - - - - -man
2 EKE Other comprehensive income
BERNERHBERRZ  Exchange loss on translation
ERER of financial statements of
foreign operations - - - - - - (3,510) - - (3,510)
REEHMB2AUEEE  Total comprehensive income
for the year - - - - - - (3,510) - 172,31 168,861
AREETRE Appropriations to statutory
reserve - - - 1,298 - - - - (1,298) -
RZZ-HE+ZA=1-F Balance at 31 December 2015
33 7,786 106,333 31,182 68,338 1,653 633 (5,814) 2,736 965,153 1,178,000
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B &x Kz Notes to the Financial Statements

HE-Z—AF+=-H=+—H L% For the year ended 31 December 2015

—RER
AEEIZERERABTARA D A—
KEREHSREFSHS A aDETMAK
UZEREBRAF  ZMPHEEEREER
Cricket Square, Hutchins Drive, P.O. Box
2681, Grand Cayman KY1-1111, Cayman
Islands ° A ARIRH N BB E X ZFBR
ANR)([BEAZET]) ETR o

ARBEBEBRRERR  EWBRRZ
TEXBEHENME32

ARRBER(EFDRR @ AREZ&RE
BRI SERBRELZHE([RBRLES])
MK 2 EEEBERAF -

ARAMMEEELEE(BE D - BR
AEBENTEEBURPEARLME([F
1) BBHREUARBETARKEDZS -
BREHBEIN  FAHIBEEOBAAZS
REL 2T -

ESVEI1REMB L BHRRIBIEEEY
BREEA(BEMBEREED] - ZHRHE
ARBEEB MG FESFMA
g ) PR AER 2 BRI & B SRS %
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1.

GENERAL INFORMATION

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

The principal activity of the Company is investment holding. The
principal activities of the Company’s subsidiaries are set out in
note 32.

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

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

The financial statements on pages 51 to 132 have been prepared
in accordance with Hong Kong Financial Reporting Standards
("HKFRSs") which collective term includes all applicable individual
Hong Kong Financial Reporting Standards (“HKFRS"), Hong Kong
Accounting Standards (“HKAS”) and Interpretations issued by
the Hong Kong Institute of Certified Public Accountants (the
“HKICPA") and the disclosure requirements of the Hong Kong
Companies Ordinance. The financial statements also include the
applicable disclosure requirements of the Rules Governing the
Listing of Securities on the Stock Exchange.

The financial statements for the year ended 31 December 2015

were approved for issue by board of the Directors on 7 March
2016.
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2.

ADOPTION OF NEW OR AMENDED HKFRSs

In the current year, the Group has applied for the first time the
following new standards, amendments and interpretations
issued by the HKICPA, which are relevant to and effective
for the Group’s financial statements for the annual period
beginning on 1 January 2015. Other than as noted below, the
adoption of these new or amended HKFRSs has no material
impact on the consolidated financial statements.

Annual Improvements 2010-2012 Cycle and 2011-2013
Cycle

The amendments issued under the annual improvements
process make small, non-urgent changes to a number of
standards where they are currently unclear. They include
amendments to HKAS 24 Related Party Disclosures. HKAS
24 Related Party Disclosures has been amended to expand
the definition of a “related party” to include a management
entity that provides key management personnel services
to the reporting entity, and to require the disclosure of
the amounts incurred for obtaining the key management
personnel services provided by the management entity.
These amendments do not have an impact on the Group’s
related party disclosures as the Group does not obtain key
management personnel services from management entities.

Amendments to HKAS 19 (2011) - Defined Benefit
Plans: Employee Contributions

The amendments permit contributions that are independent
of the number of years of service to be recognised as a
reduction in the service cost in the period in which the
service is rendered instead of allocating the contributions
to periods of service.

The adoption of the amendments has no impact on these
financial statements as the Group has no defined benefit
plans.

KRB TEMRAR 2 E TIANDE CHEMICAL HOLDINGS LIMITED



B &x Kz Notes to the Financial Statements

HE-Z—AF+=-H=+—H L% For the year ended 31 December 2015

BRI NEBITERMBREE

42 )

V=

RAKEBH & THAIHEERT
FREVHHmEENDEBEMERRE
M IRREARSEIRATRA -

BN AREBREBERELR
BHRAr c AR EESHET
RAFMAEBARAE - EFHILMNGE
IRERFR REEFT BTV B MEE
Ale®E 125 BESZONFES
RBRERZET BV HRE LS
CEHRAMBRMRENEAMBF
g BHEHAKESHTBRELY
B2HAREER BT BY B RE LR
ZEBEIIMT o

EREERNFEIRNIETAR - RES
£

HEERER -—F—R"F—A—HE
Bk ARFABZ ST HRER - B
EFIEEDBEREEBEYHRE
MEARARE  EEAEEEE
QISR EEM FE -

EREGORANBERRRAERE
NREAZAERNESHEMZER
A RBERTEERDEERDN
HE DY - LHEZMERRAE GHE
RE—HBZY -

ERETEANEIRREREFEL
EIWMET A - BB IEINAE
K@%

HREMHR -T—RF—-A—BE
BRNERABZEABRAR - BE
GEPERFE 165 ZEFT NI Y
X BEERBEBEANAKDE/E
B2 EIN - B G ERE3H
ZIERTTh5| AR HER 2 Ra% - R AN
BmRTEEH AR NERELE
E - HARRENEEVEENGE
Wz T AIIRKE B EE 2 W
HEAEGENSEREMBANBER
T T AR o

ADOPTION OF NEW OR AMENDED HKFRSs
(Continued)

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

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

Amendments to HKAS 1 — Disclosure Initiative

This standard is effective for accounting periods beginning
on or after 1 January 2016. The amendments are designed
to encourage entities to use judgement in the application of
HKAS 1 when considering the layout and content of their
financial statements.

An entity’s share of other comprehensive income from equity
accounted interests in associates and joint ventures will be
split between those items that will and will not be reclassified
to profit or loss, and presented in aggregate as a single line
item within those two groups.

Amendments to HKAS 16 and HKAS 38 - Clarification
of Acceptable Methods of Depreciation and
Amortisation

This standard is effective for accounting periods beginning on
or after 1 January 2016. The amendments to HKAS 16 prohibit
the use of a revenue-based depreciation method for items of
property, plant and equipment. The amendments to HKAS
38 introduce a rebuttable presumption that amortisation
based on revenue is not appropriate for intangible assets.
This presumption can be rebutted if either the intangible
asset is expressed as a measure of revenue or revenue and
the consumption of the economic benefits of the intangible
asset are highly correlated.
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2.

ADOPTION OF NEW OR AMENDED HKFRSs
(Continued)

Amendments to HKAS 27 — Equity Method in
Separate Financial Statements

This standard is effective for accounting periods beginning
on or after 1 January 2016. The amendments allow an entity
to apply the equity method in accounting for its investments
in subsidiaries, joint ventures and associates in its separate
financial statements.

HKFRS 9 (2014) - Financial Instruments

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

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

HKFRS 9 carries forward the recognition, classification and
measurement requirements for financial liabilities from HKAS
39, except for financial liabilities designated at FVTPL, where
the amount of change in fair value attributable to change in
credit risk of the liability is recognised in other comprehensive
income unless that would create or enlarge an accounting
mismatch. In addition, HKFRS 9 retains the requirements in
HKAS 39 for derecognition of financial assets and financial
liabilities.
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Amendments to HKFRS 10 and HKAS 28 — Sale or
Contribution of Assets between an Investor and its
Associate or Joint Venture

The amendments clarify the extent of gains or losses to be
recognised when an entity sells or contributes assets to its
associate or joint venture. When the transaction involves
a business the gain or loss is recognised in full, conversely
when the transaction involves assets that do not constitute
a business the gain or loss is recognised only to the extent
of the unrelated investors’ interests in the joint venture or
associate.

Amendments to HKFRS 10, HKFRS 12 and HKAS 28
- Investment Entities: Applying the Consolidation
Exception

This standard is effective for accounting periods beginning
on or after 1 January 2016. The amendments clarify that
the exemption from preparing consolidated financial
statements for an intermediate parent entity is available to
a subsidiary of an investment entity (including investment
entities that account for their subsidiaries at fair value rather
than consolidating them). An investment entity parent will
consolidate a subsidiary only when the subsidiary is not itself
an investment entity and the subsidiary’s main purpose is
to provide services that relate to the investment entity’s
investment activities. A non-investment entity applying the
equity method to an associate or joint venture that is an
investment entity may retain the fair value measurements
that associate or joint venture used for its subsidiaries. An
investment entity that prepares financial statements in which
all its subsidiaries are measured at fair value through profit
or loss should provide the disclosures related to investment
entities as required by HKFRS 12.
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2.

ADOPTION OF NEW OR AMENDED HKFRSs
(Continued)

HKFRS 15 — Revenue from Contracts with Customers

This standard is effective for accounting periods beginning
on or after 1 January 2018. The new standard establishes
a single revenue recognition framework. The core principle
of the framework is that an entity should recognise revenue
to depict the transfer of promised goods or services to
customers in an amount that reflects the consideration to
which the entity expects to be entitled in exchange for those
goods and services. HKFRS 15 supersedes existing revenue
recognition guidance including HKAS 18 Revenue, HKAS 11
Construction Contracts and related interpretations.

HKFRS 15 requires the application of a 5 steps approach to
revenue recognition:

Step 1: Identify the contract(s) with a customer

Step 2: Identify the performance obligations in the contract
Step 3: Determine the transaction price

Step 4: Allocate the transaction price to each performance
obligation

Step 5: Recognise revenue when each performance
obligation is satisfied

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

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

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

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

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

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

Intra-group transactions, balances and unrealised gains
and losses on transactions between group companies are
eliminated in preparing the consolidated financial statements.
Where unrealised losses on intra-group asset sales are reversed
on consolidation, the underlying asset is also tested for
impairment from the Group’s perspective. Amounts reported
in the financial statements of subsidiaries have been adjusted
where necessary to ensure consistency with the accounting
policies adopted by the Group.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

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

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

When the Group loses control of a subsidiary, the profit or
loss on disposal is calculated as the difference between (i)
the aggregate of the fair value of the consideration received
and the fair value of any retained interest and (ii) the previous
carrying amount of the assets (including goodwill), and
liabilities of the subsidiary and any non-controlling interests.
Amounts previously recognised in other comprehensive
income in relation to the subsidiary are accounted for in
the same manner as would be required if the relevant assets
or liabilities were disposed of.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Subsequent to acquisition, the carrying amount of non-
controlling interests is the amount of those interests at
initial recognition plus the non-controlling interests’ share of
subsequent changes in equity. Total comprehensive income
is attributed to non-controlling interests even if this results
in the non-controlling interests having a deficit balance.

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

In the Company’s statement of financial position, subsidiaries
are carried at cost less any impairment loss unless the
subsidiary is held for sale or included in a disposal group.
The results of subsidiaries are accounted for by the Company
on the basis of dividends received and receivable.

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

The Group classifies its interests in joint arrangements as
either:

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

(i)  Joint operations: where the Group has both the rights

to assets and obligations for the liabilities of the joint
arrangement.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

In assessing the classification of interests in joint arrangements,
the Group considers:

(i)  the structure of the joint arrangement;

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

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

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

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

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

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

The Company’s interests in joint ventures are stated at cost
less impairment losses, if any. Results of joint ventures are
accounted for by the Company on the basis of dividends
received and receivable.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

In the individual financial statements of the consolidated
entities, foreign currency transactions are translated into the
functional currency of the individual entity using the exchange
rates prevailing at the dates of the transactions. At the
reporting date, monetary assets and liabilities denominated
in foreign currencies are translated at the foreign exchange
rates ruling at that date. Foreign exchange gains and losses
resulting from the settlement of such transactions and from
the reporting date retranslation of monetary assets and
liabilities are recognised in profit or loss.

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

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

When a foreign operation is disposed, such exchange

differences are reclassified from equity to profit or loss as
part of the gain or loss on disposal.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Property, plant and equipment (other than construction in
progress) are stated at cost less accumulated depreciation
and any accumulated impairment losses. The cost of an asset
comprises its purchase price and any directly attributable cost
of bringing the asset to the working condition and location
for its intended use.

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

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

4.5%-5% or the lease term,
whichever is shorter

20% or the lease term,
whichever is shorter

Plant and machinery 6%-10%
Motor vehicles 18%-19%
Furniture, fixtures and 18%-30%

office equipment

Buildings

Leasehold improvements

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

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

The gain or loss arising on retirement or disposal is determined
as the difference between the sales proceeds and the carrying
amount of the asset and is recognised in profit or loss on
disposal.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

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

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

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

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

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

Gains or losses arising from either changes in the fair value

or the sale of an investment property are included in profit
or loss in the period in which they arise.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Cost associated with research activities are expensed in profit
or loss as they occur. Costs that are directly attributable to
development activities are capitalised provided they meet
the following recognition requirement:

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

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

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

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

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

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

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

All other development costs are expensed as incurred.

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

All financial assets are recognised when, and only when, the
Group becomes a party to the contractual provisions of the
instrument. When financial assets are recognised initially,
they are measured at fair value, plus directly attributable
transaction costs.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Derecognition of financial assets occurs when the contractual
rights to receive cash flows from the assets expire or are
transferred and substantially all of the risks and rewards of
ownership have been transferred.

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

Loans and receivables

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

Impairment of financial assets

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

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

- Significant financial difficulty of the debtor;

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

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

- Significant changes in the technological, market,
economic or legal environment that have an adverse

effect on the debtor; and

—  Assignificant or prolonged decline in the fair value of
an investment in an equity instrument below its cost.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Impairment of financial assets (Continued)

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

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

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

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

Cash and cash equivalents include cash at bank and in hand,
demand deposits with banks and short term highly liquid
investments with original maturities of three months or less
that are readily convertible into known amounts of cash and
which are subject to an insignificant risk of changes in value.

The Group's financial liabilities include bank borrowings,
trade and other payables, accruals and derivative financial
instruments. They are included in line items in the statement
of financial position as bank borrowings under current and
non-current liabilities, trade payables and accruals and other
payables and derivative financial instruments.

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

3(u)).

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

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

Borrowings

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

Borrowings are classified as current liabilities unless the

Group has an unconditional right to defer settlement of the
liability for at least twelve months after the reporting date.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Trade payable, accruals and other payables

Trade payable, accruals and other payables are recognised
initially at their fair value and subsequently measured at
amortised cost, using the effective interest method.

Financial liabilities at fair value through profit or loss
Financial liabilities at fair value through profit or loss include
financial liabilities held for trading and financial liabilities
designated upon initial recognition as at fair value through
profit or loss.

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

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

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

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

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

- the financial liability contains an embedded derivative
that would need to be separately recorded.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Subsequent to initial recognition, financial liabilities included
in this category are measured at fair value, with changes in
fair value recognised in profit or loss in the period in which
they arise. Fair value is determined by reference to active
market transactions or using a valuation technique where no
active market exists. Fair value gain or loss does not include
any dividend or interest earned on these financial assets.
Dividend and interest income is recognised in accordance
with the Group’s polices.

An arrangement, comprising a transaction or a series of
transactions, is or contains a lease if the Group determines
that the arrangement conveys a right to use a specific asset
or assets for an agreed period of time in return for a payment
or a series of payments. Such a determination is made based
on an evaluation of the substance of the arrangement and
is regardless of whether the arrangement takes the legal
form of a lease.

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

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

(ii) Operating lease charges as the lessee

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

ZZ—RFF R ANNUAL REPORT 2015

@



Bt &Kz Notes to the Financial Statements

HE-_Z—AF+=-H=+—HLFE For the year ended 31 December 2015

3.

@

EETTBRBE(E) 3.

SUMMARY OF SIGNIFICANT ACCOUNTING
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(iii) Assets leased out under operating leases as the

lessor

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

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

Assets leased out under finance leases as the
lessor

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

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

the present value of the expenditure expected to settle the
obligation.

HeEREAH - SHAAREET

BARBE - AR B R ER
5 o
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All provisions are reviewed at each reporting date and
adjusted to reflect the current best estimate.
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Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be estimated
reliably, the obligation is disclosed as a contingent liability,
unless the probability of outflow of economic benefits is
remote. Possible obligations, whose existence will only be
confirmed by the occurrence or non-occurrence of one or
more uncertain future events not wholly within the control
of the Group are also disclosed as contingent liabilities unless
the probability of outflow of economic benefits is remote.

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

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

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

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

Sales of goods are recognised upon transfer of the significant
risks and rewards of ownership to the customer. This is
usually taken as the time when the goods are delivered and
the customer has accepted the goods.
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Z—RF+=HA=1+—HLLFE For the year ended 31 December 2015

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

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

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

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

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

At the end of each reporting period, the Group reviews
the carrying amounts of property, plant and equipment,
prepaid land lease payment and interests in subsidiaries to
determine whether there is any indication that those assets
have suffered an impairment loss or an impairment loss
previously recognised no longer exists or may have decreased.

If the recoverable amount (i.e. the greater of the fair value less
costs of disposal and value-in-use) of an asset is estimated to
be less than its carrying amount, the carrying amount of the
asset is reduced to its recoverable amount. An impairment
loss is recognised as an expense immediately, unless the
relevant asset is carried at a revalued amount under another
HKFRS, in which case the impairment loss is treated as a
revaluation decrease under that HKFRS.
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Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of
its recoverable amount, to the extent 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, unless
the relevant asset is carried at a revalued amount under
another HKFRS, in which case the reversal of the impairment
loss is treated as a revaluation increase under that HKFRS.

Value-in-use is based on the estimated future cash flows
expected to be derived from the asset or CGU (see note 3(j)),
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 or CGU.

Retirement benefits
Retirement benefits to employees are provided through
defined contribution plans.

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

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

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

Short-term employee benefits

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

Non-accumulating compensated absences such as sick leave
and maternity leave are not recognised until the time of leave.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Share-based compensation

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

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

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

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

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

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

Income tax for the year comprises current tax and deferred
tax.

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

Deferred tax is calculated using the liability method on
temporary differences at the reporting date between the
carrying amounts of assets and liabilities in the financial
statements and their respective tax bases. Deferred tax
liabilities are generally recognised for all taxable temporary
differences. Deferred tax assets are recognised for all
deductible temporary differences, tax losses available to be
carried forward as well as other unused tax credits, to the
extent that it is probable that taxable profit, including existing
taxable temporary differences, will be available against which
the deductible temporary differences, unused tax losses and
unused tax credits can be utilised.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

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

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

Deferred tax is calculated, without discounting, at tax rates
that are expected to apply in the period the liability is settled
or the asset realised, provided that they are enacted or
substantively enacted at the reporting date.

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

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

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

(b) it intends either to settle on a net basis, or to realise
the asset and settle the liability simultaneously.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

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

(a)

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

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

(i)  the same taxable entity; or

(i)  different taxable entities which intend either
to settle current tax liabilities and assets on a
net basis, or to realise the assets and settle the
liabilities simultaneously, in each future period
in which significant amounts of deferred tax
liabilities or assets are expected to be settled or
recovered.

The Group identifies operating segments and prepares
segment information based on the regular internal financial
information reported to the chief operating decision maker
(i.e. executive Directors) for their decisions about resources
allocation to the Group’s business components and for
their review of the performance of those components. The
business components in the internal financial information
reported to the executive Directors are determined following
the Group’s major product and service lines.

The Group has identified the following reportable segments:

(i)

(ii)

(iii)

(iv)

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

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

Chloroacetic acid and its derivative products: Research
and development, manufacture and sale of chloroacetic

acid and its derivative products; and

Other chemical products: Sale of other chemical
products, e.g. steam and fine petrochemical products.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

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

The measurement policies the Group used for reporting
segment results under HKFRS 8 are the same as those used in
its financial statements prepared under HKFRSs, except that:

- expenses related to share-based payments

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

- share of profit/loss of a joint venture

— fair value change on derivative financial instruments
- finance costs

- income tax

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

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

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

Segment liabilities exclude corporate liabilities which are
not directly attributable to the business activities of any
operating segment and are not allocated to a segment. These
include deferred tax liabilities attributable to investment
properties and the Group’s headquarters, and borrowings
undertaken specifically to fund the acquisition of these
assets. No asymmetrical allocations have been applied to
reportable segments.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(a)

A person or a close member of that person’s family is
related to the Group if that person:

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

(i) has significant influence over the Group; or

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

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

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

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

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

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

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

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

(vii) A person identified in (a)(i) has significant
influence over the entity or is a member of key
management personnel of the entity (or of a
parent of the entity).

(viii) The entity, or any member of a group of which
it is a part, provides key management personnel
services to the Group or to the Group’s parent.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Close members of the family of a person are those family
members who may be expected to influence, or be influenced
by, that person in their dealings with the entity and include:

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

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

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

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

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

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

(i) Property, plant and equipment and depreciation

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

(ii) Estimated fair values of investment properties

The Group appointed a firm of independent professional
valuers to assess the fair values of the investment properties.
In determining the fair values, the valuers have used a method
of valuation which involves input of certain estimates. The
Directors have exercised their judgement and are satisfied
that the method of valuation is reflective of the current
market conditions.
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4.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

(iii)

(iv)

(v)

Inventory valuation

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

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

Estimated impairment on property, plant and
equipment

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

Fair value of derivative financial instruments

Pursuant to the joint venture agreement entered between the
Company and the joint venture partner (the “JV Partner”) on
30 June 2011 (the “JV Agreement”), the Company and the
JV Partner are granted call and put option respectively that
entitled the Company to require the JV Partner to sell 45%
JV Partner’s interest in the joint venture and entitled the JV
Partner to require the Company to purchase 45% JV Partner’s
interest in the joint venture. Further details are set out in
note 30. The derivative financial instrument was accounted
as a financial liability and stated at fair value in accordance
with the accounting policies stated in note 3(m). The fair
value of derivative financial instruments was estimated by
independent professional valuer based on Binomial Lattice
Model. It should be noted that the valuation was based on
certain assumptions, which are subject to uncertainty and
might materially differ affect the estimation of the fair value
of derivative financial instrument.
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Z—RF+=HA=1+—HLLFE For the year ended 31 December 2015

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

(vi)

(vii)

Income taxes and deferred taxes

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

Withholding taxes arising from the distributions of
dividends

The Group’s determination as to whether to accrue for
withholding taxes from the distribution of dividends from
the subsidiaries in the PRC according to the relevant tax
jurisdictions is subject to judgement on the timing of the
payment of the dividends, where the Group considers that
if it is probable that the profits of the subsidiaries in the PRC
earned after 1 January 2008 will not be distributed in the
foreseeable future, then no withholding taxes are provided.
Details of the unrecognised deferred tax liabilities in this
respect are set out in note 18.

(viii) Fair value measurement

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

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

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

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

Level 3: Unobservable inputs (i.e. not derived from market

data).
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

(viii) Fair value measurement (Continued)
The classification of an item into the above levels is based
on the lowest level of the inputs used that has a significant
effect on the fair value measurement of the item. Transfers of
items between levels are recognised in the period they occur.

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

SEGMENT INFORMATION

The executive Directors have identified the Group’s four product
and service lines as operating segments as further described in

note 3(w).

ZEREDENDIREAE S MPRLEEE These operating segments are monitored and strategic decisions
= mMEREAEINERE—EEES - are made on the basis of adjusted segment operating results.
—E-hfF
2015
HZER
FEEEUR HTBER Hit
HTBER Chloroacetic LIER
Cyanide and EBEER acid and its Other
its derivative Alcohol  derivative chemical &%
products products products products Total
ARETT ARBTR ARBTR ARSTn AR%ETxn
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
BEHE Revenue:
REIREP From external customers 1,015,791 64,398 28,550 14,669 1,123,408
DEBE 2 B R Inter-segment revenue - 8,937 188,853 416 198,206
AE2RHIP2 L%  Reportable segment revenue 1,015,791 73,335 217,403 15,085 1,321,614
AT 2|0 B2 Reportable segment profit 276,943 5,616 59,042 5,701 347,302
ME¥ - BEKEREITE Depreciation of property, plant
and equipment 42,583 259 13,410 10,565 66,817
WRZEAEIRFEZ  Reversal of write-down of
FEzREERE inventories to net realisable value (43) - - - (43)
2RI WB2EE Reportable segment assets 772,880 5,897 89,969 80,599 949,345
EREBLBEERM  Additions to non-current
segment assets 73,621 - 4,232 11,700 89,553
EIES: 5 AL Reportable segment liabilities 50,622 963 8,532 23,968 84,085
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5. ZEERE) 5. SEGMENT INFORMATION (Continued)
—E-E
2014
AR
REEMR HTHFER HAth
HTHFEm Chloroacetic CIES
Cyanide and BfEEM  add and its Other
its derivative Alcohol derivative chemical A&t
products products products products Total

ARBTL AREBTT ARBTRT ARETT ARETET
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

S Revenue:

REIREF From external customers 994,200 74,787 33,089 19,051 1,121,127
DEPE 2 & Inter-segment revenue = 51,931 271,940 1,219 325,090
AERNIM2EEE  Reportable segment revenue 994,200 126,718 305,029 20,270 1,446,217
A2HH 2= F Reportable segment profit 219,254 14,964 109,653 11,911 355,782

WE - MERZEITE Depreciation of property, plant
and equipment 39,011 316 13,350 9,279 61,956

WREAAIFEZ  Reversal of write-down of
BFEEREE inventories to net realisable value (4) = - - (4)

AIEMP 2 EE Reportable segment assets 651,073 31,919 95,476 83,722 862,190

ERBHIAEELN  Additions to non-current

segment assets 54,693 - 3,251 14,782 72,726

RERNEZEE Reportable segment liabilities 39,932 5,804 5,502 14,689 65,927

AL B L E D IR & IB BRI The totals presented for the Group's operating segments reconciled

WMERP 252 AEEF B EUE 2 YR to the Group's key financial figures as presented in the financial
N statements are as follows:

—EB-FHEF —E—F

2015 2014

ARETT AREFIT

RMB’000 RMB’000

B - Reportable segment revenue 1,321,614 1,446,217

HIH D E 2 &5 Elimination of inter-segment revenue (198,206) (325,090)

Ra R ER Consolidated revenue 1,123,408 1,121,127
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DEHER(E) 5. SEGMENT INFORMATION (Continued)
—B-HF —E-F
2015 2014
AR%T ARBT T
RMB’000 RMB’000
A 2D B2 mF Reportable segment profit 347,302 355,782
AN Rental income 727 785
WEYHEEHIEE Revaluation gain on investment properties 1,220 310
AELEE RN ZFIA  Equity-settled share-based payment expenses
A< (2,736) -
ISR AN Finance costs (1,063) (627)
PTESRTEAREKR Fair value gain on derivative financial
instruments 3,161 2,110
DETESE Z WA Corporate unallocated income 3,958 6,725
TENEIE AT Corporate unallocated expenses (43,398) (37,500)
JE{E—REE RN REE Share of loss of a joint venture (6,961) (5,034)
88 5 B 2 S 7 Elimination of inter-segment profit (55,173) (109,903)
KR ATIS AT AR & A Consolidated profit before income tax 247,037 212,648
—E-RF —T—mF
2015 2014
ARET ARKETTT
RMB’000 RMB’000
A2%oHcEE Reportable segment assets 949,345 862,190
R—REERA) 2= Interests in a joint venture 31,576 40,104
FEW—RE &R RIFIE Amount due from a joint venture 40,546 37,543
FEft L3 A E 7 E Prepaid land lease payments 51,415 52,708
REME Investment properties 15,730 14,510
RIEFIBE B Deferred tax assets 2,422 1,250
JRE W5 B 75 7E & RRIE Finance lease receivable 14,210 15,007
RITRIRE 5k Bank and cash balances 117,661 62,942
Y - BE LR Property, plant and equipment 151,867 132,940
EMEEE Other corporate assets 7,994 11,788
RERBEE Consolidated total assets 1,382,766 1,230,982
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5. ZEERE) 5. SEGMENT INFORMATION (Continued)

—E-REF —E—F

2015 2014

AR® T ARBTT

RMB’000 RMB’000

AIEHoBZEE Reportable segment liabilities 84,085 65,927

RITER Bank borrowings 32,072 30,571

FEEUT A Deferred income - 5,000

RIEFIAA & Deferred tax liabilities 7.496 3,138

RBTIEAE Current tax liabilities 19,780 18,945

PTESRTA Derivative financial instruments 7,325 10,486

EmEaE Other corporate liabilities 54,008 42,498

CEMEEE Consolidated total liabilities 204,766 176,565

REERBINAEF 2EEHEE D R TH The Group’s revenue from external customers are divided into the
@ : following geographical areas:

—E-HF —T—mF

2015 2014

AR® T ARBTT

RMB’000 RMB’000

AR (i) The PRC (domicile) 928,193 912,332

EE United States of America 60,661 67,662

HE India 34,350 29,796

ERM Ireland 16,973 14,922

e e . 13,347 26,399

Hit Others 69,884 70,016

1,123,408 1,121,127

REZHEREI D NE MR ERSEE o i The geographical location of customers is based on the location at

RAREDIERBEEERUNPE - &S which the goods delivered. No geographical location of the non-

Wit EE D 2 IEREEE © current assets is presented as the substantial non-current assets

are physically based in the PRC.

( ZE_T—AF+_HA=1T—HILFE I There was no single customer that contributed to 10% or more
EmE —RPEAREEEETEN10% A E of the Group’s revenue for the year ended 31 December 2015
(Z2—F : &) o (2014: Nil).
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ERBRIEMEA
AEBTEXBEEMENEE - A&
BERNZEREHLEXBREMPASER
o

REVENUE AND OTHER INCOME

The Group's principal activities are disclosed in note 32. Revenue
from the Group’s principal activities and other income recognised
during the year are as follows:

—E-RF T —mF
2015 2014
AR® TR AREEF T
RMB’000 RMB'000
EEE Revenue
HESENAYRETHESR Sales of cyanide and its derivative products 1,015,791 994,200
HEMEE R Sales of alcohol products 64,398 74,787
HE R LB R E THEM Sales of chloroacetic acid and its derivative
products 28,550 33,089
HEHE ML TER Sales of other chemical products 14,669 19,051
1,123,408 1,121,127
Habg A Other income
HEWE  BERZES  Gain on disposals of property, plant and
g equipment - 1,998
EgaR G Government grants 195 3,421
|RITHFEUA Bank interest income 1,689 214
aEREMEHA Interest income from a joint venture 1,049 146
P HEEFR SUA Interest income from finance lease 1,054 1,098
FEEU A BEE] (B 7E26) Release of deferred income (note 26) 3,449 2,740
LW A Rental income 727 785
P 5,3 U 2 Exchange gains, net 5,295 1,240
TR A Sundry Income 439 752
13,897 12,394
Bt 75 B AR 7. FINANCE COSTS
—EF-I% —FmF
2015 2014
AR¥ T AREFTT
RMB’000 RMB'000
IRITEZF B Interest on bank loans 1,063 627

DB RRITER(BIEES B IR EIGE KK
RZEHER)EERMRASETERA
HZBBRA - BEZT—
—BHIEFE  HEREREEBRR BT
BERZFE A ARE1,063,00070( =ZF—M

£ . AR#¥349,0007T) °

AE+=—A=+

The analysis shows the finance costs of bank borrowings, including
term loans which contain a repayment on demand clause, in
accordance with the agreed scheduled repayments dates set out
in the loan agreements. For the year ended 31 December 2015,
the interest on bank borrowings which contain a repayment on

demand clause amounted to RMB 1,063,000 (2014: RMB349,000).
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8.

BR TS B AR R 8. PROFIT BEFORE INCOME TAX
—E-HE —Z—puF
2015 2014
ARBT T ARET T
RMB’000 RMB’000
B ET1S AT F B 30k Profit before income tax is arrived at after
(FFA): charging/(crediting):
E= e (MiFE10@)) Directors’ remuneration (note 10(a))
—#8% - Fees 310 301
— %% BBEANEAMEF - Salaries, discretionary bonus and other benefits 3,766 3,649
— R IRAE M ET B R — Retirement benefit scheme contributions 107 96
4,183 4,046
EAth{E B A Other employee costs 77,298 67,097
BAELEZE RN ZFIB  Equity-settled share-based payment expenses
L3 2,736 =
RIREAET B Retirement benefit scheme contributions 5,354 4,655
e B KA Total employee costs 89,571 75,798
REEH & Auditors’ remuneration 602 561
FES L 30 E SR IE B 5 Amortisation of prepaid land lease payments 1,293 1,293
ERBRA X 2 FEKAR Cost of inventories recognised as an expense
(P EED) - B 4% (note i), including 791,433 824,918
—MORE R IR FEE 2 — Reversal of write-down of inventories to
FEzEoEeRE net realisable value (43) (4)
MmE - BENEETE Depreciation on property, plant and equipment 69,359 64,439
B SRR REREE Impairment loss on trade receivables 3,232 =
BEME  BERREZ Loss/(Gain) on disposals of property, plant and
&E, (M) equipment 7 (1,998)
ERAE L MEFAOLE  Minimum lease payments under operating leases
HEMNREHEEHIE in respect of leasehold land and buildings 892 535
HEW AR Rental income less outgoings (720) (779)
ERESWAZIZLEYEFT  Direct operating expenses arising from investment
EENEELERT properties that generated rental income 7 6
T FE R AN (B 3Eii) Research costs (note ii) 4,950 16,736
B3 - Notes:
() EBEHRAEAIZNFERLABEARYE ()  Cost of inventories recognised as an expenses includes

66,817,000 ( Z T — M F: AR
61,956,000 ) 2 HEAMERAITRAR
# 67,038,000 T( =T —M&E: AR
56,417,000 ) Z fHEAE B A - ESE
EFTAENBITHRENHEBESES -

FEMRESEAREA43,000T (= —0
F: AR¥4,000)BHER - REAREH
FEZMSERE-_S—RFEQTF o

R AN B AR#539,000( = — (i)
F: AR¥403,00070) 2 HENERS &
AR#3,756,000( =T —F : AR
6,047,00070) Z HHEREKA - BT
MEBEE ENSITHENHEBRASIENR -

RMB66,817,000 (2014: RMB61,956,000) relating to depreciation
expenses and RMB67,038,000 (2014: RMB56,417,000) relating to
employee costs. These amounts are also included in the respective
total amounts disclosed separately above.

The write-down of inventories of RMB43,000 (2014: RMB4,000) was
reversed as the market price of these inventories was increased in
2015.

Research costs include RMB539,000 (2014: RMB403,000) relating
to depreciation expenses and RMB3,756,000 (2014: RMB6,047,000)
relating to employee costs. These amounts are also included in the
respective total amounts disclosed separately above.
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Frie®ip 9. INCOME TAX EXPENSE
—B-HF —ZT-mEF
2015 2014
AR¥ TR AREFT
RMB’000 RMB’000

BNEATIIE —FR S 2FT/S8.  Current tax — PRC Enterprise Income Tax

—ARFERIE — Tax for the year 66,321 54,417
—BEFEZREBIA — Over-provision in prior year (777) -
— R BEIfR S TR — PRC dividend withholding tax 5,936 3,358
71,480 57,775
EERIA (FIFE18) Deferred tax (note 18) 3,186 368
FriSfif sz Income tax expense 74,666 58,143

P15 250 B S BB 5% B U SR A R B (R 3R PR AR

The reconciliation between the income tax expense and the profit

MR B HWENT - before income tax multiplied by the PRC enterprise income tax
rate is as follows:

—B-HF —FTmE

2015 2014

AR¥T T ARBTT

RMB’000 RMB’000

R P15 35 B ) Profit before income tax 247,037 212,648
TR EMERIE25%  Tax at PRC enterprise income tax rate of

(ZZ—W%F : 25%) 25% (2014: 25%)

SHE A 61,759 53,162
TAMRAZ M E Tax effect of non-deductible expenses 3,249 2,461
H AR B TEIR T PRC dividend withholding tax 9,936 3,358
BAFEZRMIE Over-provision in prior year (777) -
HAt Others 499 (838)
FriS iz Income tax expense 74,666 58,143
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REFBECERMABRAREMRBESR - 8
B -ZZN\F— A —HEREHEEERNRA
BAEHNREKAS  FPBEERMRAR
10% B H X BUR FREE TR (BR I 55 B TR U153
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Z“A=t—BLEE - AKECHTEERE
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MRS AMIETAERAR (A ESE])
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BURARBERE 2 FEATRN

MDA BAR AR (DEYITA ) BB
FRfRE A RBR A ER 2R - BRMUCR
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MR AREE AIEAFHRREEESR - 1
“E-NFERZZE-RF - EHEGRZKE
BFHBE - BERAHERB ©

INCOME TAX EXPENSE (Continued)

No provision for Hong Kong Profits Tax has been made as the
Group's income neither arises in nor derives from Hong Kong.

The subsidiaries established in the PRC are subject to the PRC
Enterprise Income Tax at the rate of 25% for 2015 (2014: 25%).

Pursuant to the PRC Corporate Income Tax Law and its related
regulations, non-PRC-resident enterprises are levied withholding
tax at 10% (unless reduced by tax treaties/arrangements) on
dividends receivable from PRC enterprises for profits earned since
1 January 2008. The Group has adopted the 10% withholding
tax rate for PRC withholding tax purpose during the year ended
31 December 2015.

A government grant obtained by Weifang Binhai Petro-Chem Co.,
Ltd. (“Weifang Binhai”) for subsidising the construction of the
production lines and ancillary facilities for manufacturing of high
purity isobutylene, polyisobuylene and chloroacetic acid which was
recognised as a deferred income in 2006. As the construction has
been completed as at 31 December 2007, the deferred income
commenced to release to profit or loss over the useful lives of the
relevant assets. Such income is taxable for the year in which it is
released to profit or loss.

The government grants obtained by Weifang Parasia Chem Co., Ltd
(“Weifang Parasia”) for subsidising the construction of production
lines which were recognised as a deferred income in 2014 and
2015. As the construction has been completed during the year,
deferred income commenced to release to profit or loss over the
useful lives of the relevant assets. The whole income is taxable
when Weifang Parasia received the government grants in 2014
and 2015.

KRB TEMRAR 2 E TIANDE CHEMICAL HOLDINGS LIMITED



B &x Kz Notes to the Financial Statements

HE-Z—AF+=-H=+—H L% For the year ended 31 December 2015
10. EERSREEENME 10. DIRECTORS" AND SENIOR MANAGEMENT'S
EMOLUMENTS
BEffENTFBUEZZMEMT ¢ The emoluments paid or payables to each Director were as
follows:
BHER
SHE
Retirement
R ] MiETA benefit
kA ¥ Other Discretionary scheme &3
Fees Salaries benefits bonus contributions Total
ARBTT  AREBTT ARETR ARETT ARETT AR%TR
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
—E-If 2015
HITES Executive Directors
2 Liu Hongliang - 990 25 110 2 1,152
FrI Wang Zijiang - 759 24 94 27 904
Eilbas Guo Xitian - 759 p1 9% 27 904
BERZZ-1F Gao Feng (appointed on
RAZTZREZM) 22 May 2015) - 464 22 53 16 555
DEX(R=F—RF  Guo Yucheng (resigned on
RA-T-HEMT) 22 May 2015) - 298 9 4 10 358
BUFHTES Independent non-executive
Directors
2HRE Leung Kam Wan 114 - - - - 114
BEX Gao Baoyu 98 - - - - 98
A=K Liu Chenguang 98 - - - - 98
“R-RFAR Total for 2015 310 3,270 104 392 107 4,183
“E-IF 2014
HITES Executive Directors
2 Liu Hongliang - 990 3 80 24 1,117
FFI Wang Zijiang - 759 23 70 24 876
bl Guo Xitian - 759 3 70 24 876
BEK Guo Yucheng = 759 23 70 24 876
BUFHTES Independent non-executive
Directors
RHE Leung Kam Wan 111 - - = - 1M
REX Gao Baoyu 95 - - = - 95
=K Liu Chenguang 95 - - = - 95
ZE-MERH Total for 2014 301 3,67 9 290 9% 4,046
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Bt &Kz Notes to the Financial Statements

HE-_Z—AF+=-H=+—HLFE For the year ended 31 December 2015

10. EERSREEEBENME(2) 10. DIRECTORS" AND SENIOR MANAGEMENT’S
EMOLUMENTS (Continued)

FA - AEEWEREMESZNE No emoluments were paid by the Group to any Directors
e - IEAMAREE 2 EE) KBk as an inducement to join or upon joining the Group or as
BE(ZZ—OF : #E) - compensation for loss of office during the year (2014: Nil).
FRN - WEEAZBEREERE RN There are no arrangements under which a Director waived
B R BEMEEAME(ZF—MF or agreed to waive any emoluments for the year (2014: Nil).
) -
FR - EAEEGEaMEc AR AL The five individuals whose emoluments were the highest
B NE(ZE—EF: =R)RE in the Group during the year included four (2014: three)
F - HMe 2B E RN Lo Directors whose emoluments are reflected in the analysis
F oo FREMESR—B(ZZT—MNEF : presented above. The emoluments payable to the remaining
MBE)ALT 2T - one (2014: two) individuals during the year are as follows:
—EF-I% —FmF
2015 2014
AR® T AREETTT
RMB’000 RMB’'000
Fe - MIBEEAREMER Salaries, discretionary bonus and
other benefits 1,118 1,832
RIRE AT B TR Retirement benefit scheme contributions 15 38
PRFEEE AN TN 2 KBRS  Equity-settled share-based payment
expenses 96 -
1,229 1,870
B BRI N EE - The emoluments were within the following bands:
A
Number of Individuals
—EB-HE —ZT—F
2015 2014
B < %5 [E Emolument bands
751,000,001 7T2 HK$1,000,001 to HK$1,500,000
78#1,500,0007T 1 2
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B &x Kz Notes to the Financial Statements

HE-Z—AF+=-H=+—H L% For the year ended 31 December 2015

B2 11. DIVIDEND
—EB-HEF —Z—OF
2015 2014
AR¥ TR ARBT T
RMB’000 RMB’000
ERARFEFRHRE Interim dividend paid in respect of current year
Fh%E0.0257T HK$0.025 (2014: Nil) per share
(ZE2—F : |®) 17,404 =
EBEFERARE Final dividend paid in respect of prior year
A% B 10.0457T HK$0.045 (2014: HK$0.045) per share
—PU4F : #%0.0457T) 30,610 30,342
48,014 30,342

BEEZZRBERIBRESR LT ERBE
0.0757C ° EZE AR E W REARLGRE 75
MARERBEMNRS -

The Directors recommend a final dividend HK$0.075 per ordinary
share. The proposed dividends are not reflected as a dividend
payable in these consolidated financial statements.

BRER 12. EARNINGS PER SHARE
RACIHEE ANEHBRERREERT TR The calculation of the basic and diluted earnings per share
BUATEEAE attributable to owners of the Company is based on the following
data:
—E-RF —TlmEF
2015 2014
AR%T R ARETT
RMB’000 RMB'000
FEaRN Profit for the year 172,371 154,505
EEREE
Number of ordinary shares
—B-HF —E—mEF
2015 2014
TR T
‘000 ‘000
ATEEREARF LB Weighted average number of ordinary shares
N9 for the purpose of basic earnings per share 846,878 846,378
BEEesT Rk w8 Effect of dilutive potential ordinary shares
— B — share options 99 =
SEFREERT 2 @ Weighted average number of ordinary shares
IntEFHE for the purpose of diluted earnings per share 846,977 846,878

©
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Bt &Kz Notes to the Financial Statements

HE-_Z—AF+=-H=+—HLFE For the year ended 31 December 2015

13. %  BERR®E 13. PROPERTY, PLANT AND EQUIPMENT

B B
EERRE
HENELE  BERER KB Fumiture, HEIR
#F  leasehold  Plantand Motor fixtures and  Construction &3t
Buildings improvements  machinery vehicles  equipment in progress Total
ARETT  ARETT ARETT ARETR  ARETRT  AR®TT  ARETR
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
R=%-MmE-A-A As at 1 January 2014
A Cost 181,588 35 585,604 2,565 2,249 45,064 817,105
ZENERAESR Accumulated depreciation
and impairment loss (37,511) (35 (239,987) (1,288) (1,015) - (279,836)
REFE Net carrying amount 144,077 - 345,617 1,277 1,234 45,064 537,269
RERE Net carrying amount
R-Z-mE—f—H As at 1 January 2014 144,077 - 345,617 1,277 1,234 45,064 537,269
#m Additions 11,129 = 15,732 = 1,088 51,981 79,930
e Disposals (644) = = ) = = (646)
e Depreciation (9,940) - (53,453) (390) (656) - (64,439)
i Transfer 18,804 - 12,125 - 2 (30,951) -
W=B-ME+=A=1-A Asat31 December 2014 163,426 - 320,021 885 1,688 66,094 552,114
RZB-ME+=A=1-H Asat 31 December 2014
PR Cost 210,318 35 613,461 2,524 3,29 66,094 895,726
ZENERAERR Accumulated depreciation
and impairment loss (46,892) (35 (293,440) (1,639 (1,6006) - (343,612)
REFE Net carrying amount 163,426 - 320,021 885 1,688 66,094 552,114
REFE Net carrying amount
R=F-1%—A-H As at 1 January 2015 163,426 - 320,021 885 1,688 66,094 552,114
Em Additions 16,891 - 12,278 - 1,070 88,947 119,186
e Disposals = = (8) = = = (8)
e Depreciation (10,754) - (57,592) (346) (667) - (69,359)
233 Transfer 6,559 - 105,256 - 589 (112,408) -
W=Z-EE+=A=1-H Asat31 December 2015 176,122 - 319955 539 2,680 02637 601933
R=B-A%+=A=1-H Asat 31 December 2015
AR Cost 233,768 35 730,982 2,524 4,953 42,637 1,014,899
ZENERAERR Accumulated depreciation
and impairment loss (57,646) (35) (351,027) (1,985) (2,273) - (412,966)
REFE Net carrying amount 176,122 - 379,955 539 2,680 42,637 601,933

AEBE 2 BFUREFHHEOFE 2+ EHE

The Group’s buildings are situated on leasehold lands under
Bt o medium-term in the PRC.
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B &x Kz Notes to the Financial Statements

HE-Z—AF+=-H=+—H L% For the year ended 31 December 2015

14. A TtEERE 14. PREPAID LAND LEASE PAYMENTS

—2-5% —T-mF

2015 2014

AR¥ TR AREFT

RMB’000 RMB’000

®n—H—H At 1 January 52,708 54,001

TE < £ 30 A2 & TR £ Amortisation of prepaid land lease payments (1,293) (1,293)

R+=—A=+—H At 31 December 51,415 52,708
BNEgER S (B RIEETAMFIE  Current portion (included in prepayments and

N E b e W IR ) other receivables) (1,293) (1,293)

FERNHAEL 7> Non-current portion 50,122 51,415

15.

AEE AN T HEERRRTEZHH
HERE -

REWE
e MBHRRRTREE 2 Z BRI T -

15.

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

INVESTMENT PROPERTIES

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

—E—hE —ZT—pF

2015 2014

AR%ETR ARBT T

RMB’000 RMB’000

n—H—H At 1 January 14,510 14,200
WEYFEEMIEE Revaluation gain on investment properties 1,220 310
W+=—A=+—H At 31 December 15,730 14,510

REMER _T-—HER_FT-—HF+_HA
=+ — BBBLRETDREMIT KA THER
RARLR (A I RFEZALE MUY
EZRBVETEM - EMEEEEAFE

BaER o

AEEZREMENRRTPHEHEFAZF
BHE T -

B EMENAREAE ZFANEEHE
NAEFE - REBEE-_E—AF+-_A=+
—BAIFE - WERFE—RFIEE—FHIZ
MEER - w2 a8 AREHE=HF -

Investment properties were revalued as at 31 December 2014 and
2015 by RHL Appraisal Limited, an independent firm of chartered
surveyors, who has the recent experience in the location and
category of property being valued. The revaluation gain was
recognised in profit or loss for the year.

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

The fair value of all the investment properties is a Level 3 recurring
fair value measurement. During the year ended 31 December
2015, there were no transfers between Level 1 and Level 2, and
no transfers into or out of Level 3.

ZZ—RFF R ANNUAL REPORT 2015
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BHE—

15.

16.

BREWF(E)
RBMEZ DA BETREERRBA B
BORRETE - THERER A LB % 2 (B

AT o FAUIK/AN  ARAE - ME - BERA

EZ UL BRMECEITON °

raEEsEmAE : Eofi

YIEREZ -10%E26%
miE ()

REDMEBRS@BHFTENFHE(EEX
NRRME - BERGE) BEERERE
BRIBREZAAE -

RERMNERL EAE -

EimEN QAR EFEREN TS MRER
RReE - W NMREBEEERERBR -

R — %GMATZEE/EW

SE QAN

15.

16.

Z—RF+=HA=1+—HLLFE For the year ended 31 December 2015

INVESTMENT PROPERTIES (Continued)

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

Unobservable input(s): Range

Premium (discount) on -10% to 26%

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

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

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

INTERESTS INJAMOUNT DUE FROM A JOINT
VENTURE

—ZE—fF —PO4F

2015 2014

ARETR ARET T

RMB’000 RMB’000

EHEEFE Share of net assets 32,195 40,781
A& ARIHEEmER Unrealised profit on goods sold to

BI85 A a joint venture (619) (677)

31,576 40,104

KRB TEMRAR 2 E TIANDE CHEMICAL HOLDINGS LIMITED
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HE-Z—AF+=-H=+—H L% For the year ended 31 December 2015

MR—REEANTI2HEE FEW—3X 16. INTERESTS INNAMOUNT DUE FROM A JOINT
=N VENTURE (Continued)

Particulars of the joint venture of the Group as at 31 December

NAZHBHAT 2015 are as follows:
KL BERTEE/
B REE E4EmBRAZEE
Place of Nominal value of  RAFEMEZZE DL
incorporation/ issued ordinary/ Percentage of equity
a8 establishment paid-up registered attributable TEEK
Name and business share capital to the Company Principal activities
E# FEE
Direct Indirect
EEREERERRA BE 100 55% - REZRK
(ME=RE])
Dekel Investment Hong Kong HK$100 55% - Investment holding
Holdings Limited
(“Dekel Investment”)
ATESTHERRAR  HE HEBELE 14,051,190% 7T - 55%  BiE - BUERHE-BIX
(7 Es)) (MHMEBERE]) (T%x)) RERILEER
Weifang Dekel Innovative  The PRC, wholly owned United States Dollars - 55%  Research and development,

Materials Co., Ltd foreign enterprise ("US$")14,051,190 manufacture and sales of

(“Weifang Dekel") ("WOFE")

RZZB——FXA=+H  KARFHEEZ
BHBRITSLEMHENUKIESKRE &5
REEEN T —FRNA-ARTELRE
BRI —RINEBEDRE - A4S
= AMEENEIEERRME  BHER
HE-RBIXABREEER - WBHEA
SEBAR TEBHRE -

BRRHRE  AEEREZERHAERH
ZHFBERNEN EREETHNEERER
MELLRHNEBEE  AIZ2RRERE
KHIRRmA - REBFEMERELEF
Nk ZARELHEPBERAERR - I

R SRR -

a type of specialty chemical
for industrial use

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

The contractual arrangement provides the Group with only the
rights to the net assets of the joint arrangement, with the rights to
the assets and obligation for the liabilities of the joint arrangement
resting primarily with Dekel Investment and Weifang Dekel. Under
HKFRS 11, this joint arrangement is classified as a joint venture
and has been included in the consolidated financial statements
using the equity method.

ZZ—RFF R ANNUAL REPORT 2015
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HE-_Z—AF+=-H=+—HLFE For the year ended 31 December 2015

16.

{ @

R—REEQNT 2R FEW—R 16. INTERESTS INNAMOUNT DUE FROM A JOINT
BELNRREE) VENTURE (Continued)
AEBzEE2RATNHBEER BT EZH 0 Summarised financial information in respect of the Group's joint
™ venture is set out below:
—B-HF —E-NF
2015 2014
ARETR AREFTT
RMB’000 RMB'000
R+=A=+—8 As at 31 December
EMBEE Non-current assets 104,561 95,530
MEEE Current assets 40,658 63,465
mBaE Current liabilities 73,268 70,638
ERBEE Non-current liabilities 13,414 14,210
LB Included in the above amounts are:
HeMBEHEIEAR Cash and cash equivalents 10,541 40,621
REERMEE(TBIEE S Current financial liabilities (excluding trade
FEATBR R H Atb B 5K08) and other payables) 69,010 63,198
ERBERMBE(TEEEM  Non-current financial liabilities (excluding
FEA 5RI8 R ) other payable and provision) 13,414 14,210
HBE+=-HA=1+—HIEEE  Year ended 31 December
e Revenue 33,494 1,108
FEEE Loss for the year (12,657) (9,153)
HEemElas Other comprehensive income (2,954) (16)
2HEWEEEE Total comprehensive income (15,611) (9,169)
FiieERE Included in the above amounts are:
e Ry Depreciation and amortisation 8,518 3,025
FEMA Interest income 226 47
MERX Interest expense 2,965 1,367
Fris i e Income tax credit 4,354 2,666

R-_ZB—HF+_A=+—H

BEATL

2

o)

el

The joint venture had no contingent liabilities as at 31 December

EXRAE(CT—F  |) -

R|ERY  AEBEEEARERRZEREK
BT

2015 (2014: Nil).

The Group’s share of the joint venture’s capital commitments at
the reporting date is as follows:

= —T-mE
2015 2014
AR%TR ARETT
RMB’000 RMB’000
EERERBEE 2 - Contracted but not provided for acquisition
WEREEz WEER of property, plant and equipment 2,824 2,929

KRB TEMRAR 2 E TIANDE CHEMICAL HOLDINGS LIMITED
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HE-Z—AF+=-H=+—H L% For the year ended 31 December 2015

R—REgRrmzEm  BR-—X
PAN N\

I]|D

o |
R-_E—RAFR T NF+_A=+—
H BR—REEARZELAEER - &
BRIZERER - EREEARBHARE
BERARK29,819,000( —Z—P4FE : A
K#28,109,0007T ) Bt E RN —FANEE
BRAN o

16.

INTERESTS INNAMOUNT DUE FROM A JOINT
VENTURE (Continued)

As at 31 December 2015 and 2014, the amount due from a joint
venture was unsecured, interest free and repayable within one
year, except for the shareholder’s loan to a joint venture amounted
to RMB29,819,000 (2014: RMB28,109,000) with interest-bearing
and repayable within one year.

e B #FR E R IE 17. FINANCE LEASE RECEIVABLE
—Z2-—8F —=—EF
2015 2014
ARMTF T ARMETF T
RMB’000 RMB’000
FETED Non-current 13,413 14,210
E Current 797 797
14,210 15,007

AEEETEFRYKHEENATFEER
A e TEMHEHUARKSE - WEHE
RYHARR A204F o

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

BEAERENRE
BREHEERIE Present value of minimum
Minimum lease payments lease payments
—E-HF —2—NmF ZEB-HF T—NF
2015 2014 2015 2014
ARETR ARETT AR¥TR AR®ETET
RMB’000 RMB’'000 RMB’000 RMB’'000
BB —F Not later than one year 1,794 1,851 797 797
BiE—FETBEART Later than one year and not
later than five years 6,601 6,831 3,187 3,187
BARF Later than five years 14,981 16,545 10,226 11,023
23,376 25,227 14,210 15,007
B R ERER B T e Less: unearned finance
income (9,166) (10,220) FEA N/A  THEA NA
FEW R EFIER Present value of minimum
RE lease payments receivable 14,210 15,007 14,210 15,007
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HE-_Z—AF+=-H=+—HLFE For the year ended 31 December 2015

17. BB IEHERIE(E)
R-T—aR&E+-A=+—8 ' BEHLEA
EFMAENEENERBERSEEMT L E
BE(ZE—MNE : &) -

R-_E—AE+-_A=+—H BEZH
RIZZFEEME FF20% (ZFE— P04 :
20%) B F BRI R (AT R )Rt 8 - F
N FPHEBRFERERET 2% (ZF—HF
7.2%) °

AEETFSHEARARBERBENBRT
HESEPEERT -

18. EZEFIE
AEBEHRUTEEREHELEE, (8

17. FINANCE LEASE RECEIVABLE (Continued)

Unguaranteed residual values of assets leased under finance lease
as at 31 December 2015 are estimated at no value (2014: Nil).

As at 31 December 2015, the interest rate in the lease is calculated
by prime interest rate increased by 20% (2014: 20%) as floating
rate which is subject to the periodic review. The average effective
interest rate is 7.2% (2014: 7.2%) per annum during the year.

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

18. DEFERRED TAX

The following is the major deferred tax assets/(liabilities) recognised

&) by the Group:
s PN
AP
Undistributed
RENE BEERA profits of
BBEE  Investment Deferred foreign &t
Tax losses properties income  subsidiaries Total
AEETT ARETTL ARETT ARETTL AREFT
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
RZE-ME—HA—AH At 1 January 2014 1,488 (3,008) = = (1,520)
AR/ (BE&ENR) Credit/(Charge) to profit
(F3z£9) or loss (note 9) (1,488) (130) 1,250 = (368)
RZZ—ME+=-A=+—HK At 31 December 2014 and
—“E-HF—HA—H 1 January 2015 - (3,138) 1,250 - (1,888)
stABR/(BRHENR) Credit/(Charge) to profit
(FizE9) or loss (note 9) 349 (358) 823 (4,000) (3,186)
RZE—RF+-A=F+—H At 31 December 2015 349 (3,496) 2,073 (4,000) (5,074)

AT Bstara MR R E 2 R IR &

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

BRI consolidated statement of financial position purposes:
—E-—AfF —E—pE
2015 2014
ARBT T ARBFT
RMB’000 RMB’000
BERIAE E Deferred tax assets 2,422 1,250
BEERIREE Deferred tax liabilities (7,496) (3,138)
(5,074) (1,888)

@ KRB TEMRAR 2 E TIANDE CHEMICAL HOLDINGS LIMITED
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B &x Kz Notes to the Financial Statements

HE-Z—AF+=-H=+—H L% For the year ended 31 December 2015

IEERLIE (&)
RHFEBH  AEBBRAAINKYREEE
AE#3017,000C(ZFE—ME : ARK
5,330,0007T ) BAK 88 & 2Rm A o B Rz HT
BRRHA RN ERERE - HRIOEF
MAARITER - MR A R#3,017,0007T
—Z—UF : AR¥5,330,0007T) ERIE
EFRHEEE

B AR B2 I R B R A TR B A B ROR
BHER - BfER] R AR IR K 1] 4L [0 B & B
R WHASTENR BRI EERIEAE
AR#90,746,00070( —ZF—UF : ARK
80,699,0007T) * MBI IB A % ZH B
RN _BEENF—A—HERNKELAF
mEym N -_ET—HF+_-_A=+—8
ZEREL BN EFT ABAREKI07,459,000
TT(ZZ—4F : AR¥806,985,0007T) °

18.

DEFERRED TAX (Continued)

At the reporting date, the Group has deductible temporary
differences of RMB3,017,000 (2014: RMB5,330,000) for offset
against future profits. No deferred tax asset has been recognised
in respect of RMB3,017,000 (2014: RMB5,330,000) due to the
unpredictability of future profit streams of these subsidiaries which
have such deductible temporary differences.

Deferred tax liabilities of RMB90,746,000 (2014: RMB80,699,000)
have not been established for the withholding tax that would be
payable on the unremitted earnings of certain subsidiaries in the
PRC made after 1 January 2008 because the Company controls the
dividend policy of these subsidiaries and it is not probable that the
temporary differences will reverse in the foreseeable future. Such
unremitted earnings totalled RMB907,459,000 as at 31 December
2015 (2014: RMB806,985,000).

78 19. INVENTORIES

—E-RF —T-mF
2015 2014
ARET AREFTT
RMB’000 RMB’000
BEre Raw materials 37,387 40,218
H 5K i Work in progress 7,267 9,215
B i Finished goods 51,647 39,465
96,301 88,898

ESREWERREVRERE 20. TRADE AND BILLS RECEIVABLE
ZB-HF =
2015 2014
ARETR AREFTT
RMB’000 RMB’000
B 5 e WER Trade receivables 159,804 125,003
W E IR Bills receivable 234,827 213,034
394,631 338,037
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20.

BEZRWRRERRE(E) 20.

AEERTEZEFZEEH—RBNT—@
AERNEARATE(ZZE—NF : N F—@A
ERERATE) - BKEER AT B ZRTT
EHEE  BREEBEZERE—FUARZ
T—MF  NEANUA) - BURFHAF AR
G2 EERTE - AKBEBOHEBERRLER
BEBE Y - BEEEe TR B

=+
e

RBRERH - BHRURMERRBIZESR
BB e BRIk DATANT

TRADE AND BILLS RECEIVABLE (Continued)

The Group grants a credit period normally ranging from one month
to six months to its trade customers (2014: ranging from one
month to six months). The bills receivable are non-interest bearing
bank acceptance bills and aged within a year (2014: within six
months). Each customer has a maximum credit limit. The Group
seeks to maintain strict control over its outstanding receivables.
Overdue balances are reviewed regularly by management.

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

—B-5%F —F-mF

2015 2014

AR®T ARETFT

RMB’000 RMB’000

0Z%90H 0 to 90 days 286,100 254,082
91£180H 91 to 180 days 99,479 75,616
181%365H 181 to 365 days 8,643 7,093
38365 H Over 365 days 409 1,246
394,631 338,037

FRESHRKFRERE CHRIIRIDT

The below table reconciled the impairment loss of trade receivable
for the year:

—E-HF —ZT-mEF

2015 2014

AR¥T ARETT

RMB’000 RMB'000

®n—A—H At 1 January = -
ERBEEE Impairment loss recognised 3,232 =
Bn+=ZA=+—AH At 31 December 3,232 =

NG BARIE I FE3() P8l < & 5t BURFE AR
BER -

The Group recognised impairment loss based on the accounting
policy stated in note 3(j).

KRB TEMRAR 2 E TIANDE CHEMICAL HOLDINGS LIMITED
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BE

ESEWRNEWERE(Z)
R-ZE—RE+=-A=1+—8  BFEKE
T EWERE A ARK21,538,0000(=F—
e - AR#18,745,0007T) 2 i@ HAE R E
BE - NHEEE ERHEREREZ
Z 5 EWER R EREFIZE B B FTE 2 BRER
TR

—T—ARF+=HA=+—HILFE For the year ended 31 December 2015

20. TRADE AND BILLS RECEIVABLE (Continued)

As at 31 December 2015, trade and bills receivable of approximately
RMB21,538,000 (2014: RMB18,745,000) were past due but not
impaired. The ageing analysis of these trade and bills receivable
that were past due as at the reporting date but not impaired,
based on the due date, is as follows:

—B-5%F —FmF

2015 2014

AR®T T ARETT

RMB’000 RMB'000

EiAHE1E90H 1 to 90 days past due 14,122 11,535
E@EH91E180H 91 to 180 days past due 5,340 5,946
BEiBHI1812365H 181 to 365 days past due 1,667 1,252
2 iAtEAE365H Over 365 days past due 409 12
21,538 18,745

W_Z—RAF+-_A=+—8  BHEKFE
T EWEE A A R#373,093,00070( —F—
PO4F : AR#319,292,0007T ) KR @BER -
MARVERE - 258 ZRUER R EREERE
ZERBTRAEANEFER @ MzERF
Bl R FR 8 o

EBHEREREZEZRKERESARE
TRAEENEFAR @ MRxERTFEASKE
MEERHERI - RENENEELS -
ERERREEERUEEREHARER
RIGEMER 28K E - FHARZFER
HERERRE - AREXELDBBERIE
BB B 2 RBERF AT AEAR -

5 8 R R R TR RO T
SHE

As at 31 December 2015, trade and bills receivable of
RMB373,093,000 (2014: RMB319,292,000) were neither past
due nor impaired. These related to a large number of diversified
customers for whom there was no recent history of default.

Trade receivables that were past due but not impaired related to
a large number of diversified customers that had a good track
record of credit with the Group. Based on past credit record,
management believes that no impairment allowance is necessary
in respect of these balances as there has not been a significant
change in credit quality and the balances are still considered to be
fully recoverable. The Group did not hold any collateral in respect
of trade receivables past due but not impaired.

The carrying amounts of the trade and bills receivable are
denominated in the following currencies:

—E-HE —ZT—FE

2015 2014

AR® TR ARETTT

RMB’000 RMB’000

AR RMB 351,621 297,076
E7T us$ 43,010 40,961
394,631 338,037
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21.

22.

FANRERHEMERRIE 21. PREPAYMENTS AND OTHER RECEIVABLES
—B-5%F —F-mF
2015 2014
AR¥ TR AREFTT
RMB’000 RMB’000
A ER Advanced to the suppliers 9,539 17,420
B FOE Prepayments 1,282 5,509
H b FEUIFRIE Other receivables 1,644 784
Jaft L FHEFKIE —RBELSD  Prepaid land lease payments — current portion
(Mt3E14) (note 14) 1,293 1,293
13,758 25,006
RITRIREEER 22. BANK AND CASH BALANCES
“E—FF —ZT—F
2015 2014
ARBT R ARETTT
RMB’000 RMB’000
EFBARRKEMAIRITR  Bank and cash balances as stated in the
WA statement of financial position 117,661 62,942
REIBFH =@ A LA EAEH  Short-term deposits with an original maturity
T of more than three months - (15,500)
EREFRERZHMIESL K Cash and cash equivalents for the presentation
ReEEHEE of the statement of cash flows 117,661 47,442

KRB —mE  EEFRIE3 3% MR X
BERS. - A 7E N IKEE AT AR
FEHER FESIY - R-E—RE+—
A=t+—B - LEENER -

REBEZBITRBSEBAARBE - A&
AR#105,928,000L(ZZF—M04F : AR
47,470,0007T) - AR H 0 BINER: - 78
B B 2 SNE B BB AR - SIE R
EIRFEPIE o

In 2014, short-term deposits earned interest at rate of 3.3%
per annum and were eligible for immediate cancellation without
receiving any interest for the last deposit period. There were no
short-term deposits as at 31 December 2015.

The Group’s bank and cash balances amounted to RMB 105,928,000
(2014: RMB47,470,000) were denominated in RMB. Conversion
of RMB into foreign currencies is subject to the PRC's Foreign
Exchange Control Regulations and Administration of Settlement,
Sales and Payment of Foreign Exchange Regulations.

KRB TEMRAR 2 E TIANDE CHEMICAL HOLDINGS LIMITED
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BITRBAEERE)
RITRB SR REERA T EHHE -

. BANK AND CASH BALANCES (Continued)

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

—E—EHF —Z—OF
2015 2014
ARETR AREFIT
RMB’000 RMB’000
st HKS 2,299 2,696
e Us$ 9,434 12,776
AR RMB 105,928 47,470
117,661 62,942

B S EMER . TRADE PAYABLES

AEEEHERGA T ZEEBRNT30E180
BARE(ZZE—WF : N F308365H0F
L) NBEAY  EHEMNEREREZEAY
Fr{EZ BRER DATADT

The Group was granted by its suppliers credit periods ranging from
30 to 180 days (2014: 30 to 365 days). The ageing analysis of
trade payables at the reporting date, based on the invoice date,
is as follows:

—E-HF —E—mF

2015 2014

ARB TR ARETT

RMB’000 RMB'000

0&90H 0 to 90 days 21,659 15,150
91&180H 91 to 180 days 199 320
181&365H 181 to 365 days 831 269
#B18365H Over 365 days 487 263
23,176 16,002

BHRMNENEIEDAARKEE - i
FRYBRENE  HEZENRNOERERE
AREREREAAERL -

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

W/;\'\'
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24.

25.

FEA R A Bk I EAth FE A 7RIR

24. ACCRUALS AND OTHER PAYABLES

—E-fHF —T—mF
2015 2014
AR¥ TR ARBT T
RMB’000 RMB’000
TEEWE - WER&E Payables for property, plant and equipment

AR E/ L 51,117 31,301
BWERFEFIE Advanced from the customers 6,886 11,354
BRI X Accrued expenses 6,800 5,861
B TE RAEAF Wages and welfare payables 6,330 6,086
FERT E A R 18 Other tax payables 7,701 5,813
E At R RIR Other payables 20,082 21,557
EEW A — BB (FfsE26) Deferred income — current portion (note 26) 3,640 3,240
102,556 85,212

SRITIE=X 25. BANK BORROWINGS

RESESBHAHOATEELN - £
ERBFERGRZENBERT - |ITHE
REEET AT

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

“E-EF —ZT—F
2015 2014
AR®T T ARETT
RMB’000 RMB'000
REBEE Current liabilities
R—FREER 2 RITER Bank borrowings repayable within one year
(BIEREREEEN) and contain a repayment on demand clause
i) (note i) 32,072 30,571
P&E Notes:

(i) ZEFRITERBARRBF HHEQFE
R o

FrARITERNBREEES ABEE - S5
IRITERZFEFRENF2.22%%E2.39%
TE—POF  221%%E6.72%) * BIFEARE
EAZREREFERER -

(i) These bank borrowings are guaranteed by the Company’s subsidiaries
in the PRC.

The carrying amounts of bank borrowings are denominated in
HK$. Short-term bank borrowings are arranged at floating interest
rates ranged from 2.22% to 2.39% (2014: 2.21% to 6.72%) per
annum exposing the Group to cash flow interest rate risks.

KRB TEMRAR 2 E TIANDE CHEMICAL HOLDINGS LIMITED
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26. EZEWA 26. DEFERRED INCOME
REBZEEWATERBARL @ (EREE The Group’s deferred income represents the government grants
SERREERE AL obtained for subsidising the construction of the production lines

27.

and ancillary facilities.

BEWEMFTEZ DT Analysed for reporting purpose as:
—E2-%%F —T-—mE
2015 2014
AR¥ TR AR®EFT
RMB’000 RMB’000
TEEE(EBIEEENMNARN  Current liabilities (included in accruals and
BR R R EL At FE ST IR other payables) 3,640 3,240
IERBERE Non-current liabilities 12,361 12,211
16,001 15,451
FRN - —EAHARK3,449,000T(ZF— During the year, an amount of RMB3,449,000 (2014: RMB2,740,000)
P4 : AR#2,740,0007T) B R £ E A has been recognised in other income.
WARER o
BR 2 27. SHARE CAPITAL
S5
Amount
RHEE
Number of BT T AR¥TR
shares HK$'000 RMB’000
ETE ¢ Authorised:
BREEEE0.01 LB Ordinary shares of HK$0.01 each
RZZE—WME—H—H - As at 1 January 2014,
—E-ME+=-A=1+—8 31 December 2014,
—T-RF-A-HK 1 January 2015 and
—E-RF+-A=+—H 31 December 2015 100,000,000,000 1,000,000
BEEITRAR Issued and fully paid:
FREEEE0.01 T LB Ordinary shares of HK$0.01 each
RZZE—mE—HF—H - As at 1 January 2014,
—E-ME+=-A=1+—8H 31 December 2014,
“T-RF—A—HBK 1 January 2015 and
—E-RE+=ZA=+—H 31 December 2015 846,878,000 8,468 7,786
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28.

@

(A

28.

AREREREREREDEGA RS

BRINR °

RESERVES

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

HNEE L RE
Foreign EBRERE
B2 R{E currency Share R RF
Share  translation option Retained &3t
premium reserve reserve profits Total
ARETT ARETRT ARETRT ARETRT ARETR
RMB'000 RMB'000 RMB'000 RMB'000 RMB’000
(Pt zEa) GED) (PRt 3Ef)
(note a) (note e) (note f)
RZZ—WF—HA—H##% Balance at 1 January 2014 106,333 (45,308) - 123,611 184,636
BN =ZZ—=FKHKE 2013 final dividend paid
(FzE11) (note 11) - - - (30,342) (30,342)
FRNEE Loss for the year = = = 30,718 30,718
Hig 2 mles Other comprehensive income = 3,539 = = 3,539
R-Z—MF+_A Balance at 31 December 2014
=t+—HEZT—RF and 1 January 2015
—R—B&&% 106,333 (41,769) - 123,987 188,551
BN ZZ—MERHKE 2014 final dividend paid
(F=E11) (note 11) - - - (30,610) (30,610)
BERZZ—RFHERE 2015 interim dividend paid
(F=E11) (note 11) - - - (17,404) (17,404)
BELEE RN Z T2 Equity-settled share-based
HIEMX payment expenses = - 2,736 = 2,736
F R A Profit for the year - - - 52,927 52,927
Hin2EUa= Other comprehensive income - 6,571 - = 6,571
R=ZE—RF+=A Balance at 31 December 2015
=+—B#&H% 106,333 (35,198) 2,736 128,900 202,771
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28. ffm (%)

(a)

(b)

(c)

(d)

(e)

U]

v
REASBHSARE - ARRRME
BRAZESARDIRTARBHEA
A ERBERFESIKREBHR - K
NABBRNEENRBEEXEHBET
A2 ER o

EhlEE

FRlmEEREASER -_TTNF
ETZEAMBBTENBARZE
BN E S EUS % F MY B A R I
METZARBBRMDEERNER

BEHBAES
RABATRBERK T ZHB AT 2 E2
MARTE  ZEMNBRARATFIER
FIEBigEf e s TE L ERER
#HAEe  EEEBEINEBENBA
AIFFMEARZ50% &1 - E—RIFR
T B AESENREREES -
FEBRBAEE AR AT E A KR F T
BREICEERKE - BB AESE
EBEARW & AFMERE - FEEZH
BB OREMERZ225% °

NEE
BREFBERABDE(R_ZEZHFER])
R-ZBERF—A—HRMAIZERH
B EREKIZARFNBARF
A5 5% Z=10% 2 b BT 15 B¢ 12 0 )
Erme  MAmRATRAEEZSE
BRMMANBERNEE ZFE - K
FEETEBRZBERAT  RaETHED
i °

VISR SRR

SNESTE SRS BRI EINE XK 2 8
BREMELEZMBELEZR - BN
FEERIEME MBS BRREE -

B RE
RETETHBRENRB AR
ZRFTER -

28. RESERVES (Continued)

(a)

(b)

(c)

(d)

(e)

U]

Share premium

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

Special reserve

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

Surplus reserve fund

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

Public welfare fund

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

Foreign currency translation reserve

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

Share option reserve

Cumulative expenses recognised on the granting of share
options to the employees over the vesting period.

ZZ—RFF R ANNUAL REPORT 2015
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29.

®

PR 7 2 {4 2 k18
ARARRZZTZTNF+ AW B HE KRR —
TEIEARERT B ([ BERRiERTE)) - BEREK
B AN ER S B IER ERZ ST
BREEE AEBEIMKE QA FKEE QT
ZASWEE HER - BF - BREXE

ZEZHBEANAER ZBEMIAEAA o
%h%+%m_77ﬂi+ﬂmat$&
BEHH+F - RIEBEBRESEIRERS
40,000,00017 iR - B T H A AREFRR
B8 %40,000,00005 8% - R=ZE—RF+
ZA=+—8 @ BRESEREARKRTT
i 2 BB PP S B 10 8K B /16,940,000[%

T ) HERZABAQFE
BITIRAZ22.0% °

FrE MR < BB TS T

—F—AF+=A=+—HIEFE For the year ended 31 December 2015

29. SHARE-BASED PAYMENTS

The Company has approved and adopted a share option scheme
(the “Share Option Scheme”) on 4 October 2006 for the purpose
of providing incentives and rewards to the Directors, eligible
employees, suppliers, customers, any shareholder of each member
of the Group or associated company or any of their respective
associates, and advisers or consultants of the Group who contribute
to the success of the Group. The Share Option Scheme has become
effective for a period of 10 years commencing on 4 October 2006
and up to 40,000,000 options entitling the holders thereof to
subscribe for up to 40,000,000 shares may be granted under the
Share Option Scheme. As at 31 December 2015, the number of
shares in respect of which options had been granted and remained
outstanding under the Share Option Scheme was 16,940,000
(2014: Nil), representing 2.0% of the issued share capital of the
Company at the date.

Details of the specific categories of options are as follows:

BRERE

ERAER

Category of grantee

RiEBAH
Date of grant

FEAH
Vesting date

TR

Exercise period

TfEE

Exercise price

Number of
share options

e 2t (KiET) —hFtA+H ZE-REtA+H ZE-RFtHATREZE 1457 140,000
—E-=F+tANA
Ms. Shi Huifang (Note) 10 July 2015 10 July 2016 10 July 2016 to HK$1.45
9 July 2023
—Af¥tA+H ZT—+tFtA+H ZT—tFLATHE 1457 140,000
—E-=%+tANA
10 July 2015 10 July 2017 10 July 2017 to HK$1.45
9 July 2023
== —hFtA+H ZE-REtA+H ZE-RFtHATBEE B 457 8,360,000
—E-=%+tANA
Employees 10 July 2015 10 July 2016 10 July 2016 to HK$1.45
9 July 2023
—AftA+H ZET—+tFtA+H —tEt+A+HE 1457 8,300,000
—E-=%+tANA
10 July 2015 10 July 2017 10 July 2017 to HK$1.45
9 July 2023
16,940,000
Misr : et AREEET—RES WA Note: Ms. Shi Huifang is one of the employees of the Group and is the

EEFFIRECZER  AMAREFTR

EZBEA

spouse of Mr. Wang Zijiang who is a Director and therefore an
associate of Mr. Wang Zijiang.
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29. RGN ZRE(E
TR 7B AR ST 3 (TR A
28 -

29. SHARE-BASED PAYMENTS (Continued)

The following table discloses movement of weighted average
exercise prices of the Company’s share options:

InREFS N5
TEE 1TEE
Weighted Weighted
average #H average B
exercise price Number exercise price Number
—E—HF Z—ZT-HF —TWOF Z—T—WNUF
2015 2015 2014 2014
REFIHATTE Outstanding at beginning - = - _
of the year
FARH Granted during the year ##1.455% 17,000,000 = -
HK$1.45
FRERM Lapsed during the year 7 #51.455T (60,000) = =
HK$1.45
MREREARITE  Outstanding at the end of the year F#1.455T 16,940,000 - -
HK$1.45

RAFER - HATTEBREZITEESE
#1450 ~ IEFHRBRANHIRT.SF o

RAFFR  WEBRESHEBIWAITTE
REAB R ZRENINELID R REBEED
#0.547T, °

AT AT BB D NR B A E B &L 7 i

BE DAY A RO BNET SIPT IR B2 &
REBREAE -

The exercise price of share options outstanding at the end of
the year was HK$1.45 and their weighted average remaining
contractual life was 7.5 years.

No share options had vested and were exercisable at the end of
the year.

The weighted average fair value of each option granted during
the year was HK$0.54.

The following information is relevant in the determination of the
fair value of options granted during the year under the equity-
settled share-based remuneration schemes operated by the Group.

—E-HF —E—mF

2015 2014

FiT R B EAfE FE (B AR B Option pricing model used A MR ER -
Binomial lattice

P B R R(E Share price at grant date H#1.457T -
HK$1.45

11 (B Exercise price B¥1.457T =
HK$1.45

N9 & 4 Weighted average contractual life 8% -
8 years

TEARR iR Expected volatility 54.445% =

TE AR Bk A 2 Expected dividend rate 3% =

A 28 B 6 ) 2 Risk-free interest rate 1.579% =

BIEARETIR - IBR BRI G o

The binomial option pricing model has been used to estimate the
fair value of the share options.
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30.

®

PTHEESRmIA
REARAREEEREERTNG EHE - K
VIEERE o eI AR RS
HEME  WERHEE - BIERAEKRE
BER - ARREEERYS PERRIELD
BRRLEE - B NRAREEERSE
EENHERERMENESIRENIS K
o UREEBHBRERARNABESE
BHENESIRENAS%ER - RE R
UL BN AR BB ZE——F = A
ZH=H)EmMAFEBITE - WA RKER
BEm=FE BT o RIEHRE R
ZATERETIIRIR S & 15 T & 2 163k R 514
EE -

RIERE ROLAREER ENOSHE
E/ABVNSRARERRARERDEE
afE -

REEHEEY  REABESRENKR
23  ABHRBEENRLIHREEBARRD
RE—HEHRE - BUEENTAKESN
BEEFAKBERER - MRBHRE R4
HIRER TR - HRMEE " BER
RIPERW R FHH AR -

N

1

THE ST AR — 8 2 EER L
R EFBR - Wb FE37(v) it B et
E-R-_FE—ARAF+=-A=+—8" 3
RBEBEETNZILESRIAZAAEAS
AR 7,325000c(=ZF—WF: AR
#510,486,0007T) ° E itk - AR BERE A
R¥3,161,000c( Z T —MWF: AR
2,110,0007T) E EF AR S R IER ©

!

30. DERIVATIVE FINANCIAL INSTRUMENTS

Pursuant to the JV Agreement entered between the Company
and the JV Partner, Dekel Investment was incorporated. Dekel
investment then established Weifang Dekel to engage in the
research and development, manufacture and sales of a type of
specialty chemical for industrial use. The Company and the JV
Partner are respectively granted call and put options which entitled
the Company to require the JV Partner to sell the 45% JV Partner’s
interest in Dekel Investment, and entitled the JV Partner to require
the Company to purchase the 45% JV Partner’s interest in Dekel
Investment. Either the call or put options will be exercisable on the
sixth anniversary upon the effective date (i.e. 23 February 2012),
and subsequently for once every third year. The exercise price for
the call and put options was determined in accordance with the
terms and conditions contained in the JV agreement.

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

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

The derivative financial instruments are stated at fair value by
using the Binomial Lattice Model, which has been measured as
described in note 37(v). As at 31 December 2015, the fair value
of derivative financial instruments under non-current liabilities was
RMB7,325,000 (2014: RMB10,486,000). Accordingly, fair value
gain of RMB3,161,000 (2014: RMB2,110,000) was recognised in
the consolidated income statement during the year.
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HOLDING COMPANY STATEMENT OF FINANCIAL

— BB B AR R ® POSITION AS AT 31 DECEMBER 2015
—E-FF —E—OF
2015 2014
M AR® T ARETIT
Notes RMB'000 RMB'000
EERAE ASSETS AND LIABILITIES
kRBEE Non-current assets
M - BB NEE Property, plant and equipment 5 8
R—RELRF 2= Interests in a joint venture 48,416 48,416
48,421 48,424
REBEE Current assets
JE U B /BB X R 5K IE Amounts due from subsidiaries 153,614 151,395
BN —RE & R RIFRIA Amounts due from a joint venture 31,044 28,255
FEU AR B Dividend receivables 9,429 8,988
TE A RIE I E At R U SR IE Prepayments and other receivables 284 270
RTINS HERR Bank and cash balances 10,846 3,578
205,217 192,486
FREBEE Current liabilities
FERT AR R EMERZIE Accruals and other payables 705 676
RITEK Bank borrowings 32,072 30,571
e —HKWE R RIFIA Amount due to a subsidiary 2,979 2,840
35,756 34,087
REEEFE Net current assets 169,461 158,399
HEERABERE Total assets less current liabilities 217,882 206,823
EFRBEE Non-current liabilities
PTEERTA Derivative financial instruments 7,325 10,486
7,325 10,486
BEEFE Net assets 210,557 196,337
xR EQUITY
[N Share capital 27 7,786 7,786
it Reserves 28 202,771 188,551
B Total equity 210,557 196,337
Slg M=
GAO FENG LIU HONGLIANG
E2 2
Director Director
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32. RE AT 2=
R-FE—RAER=_F—

e+ = A=+

B AEEMBARZFENOT

EMRL
RUREEHE
Place of
incorporation/

32.

INTERESTS IN SUBSIDIARIES

Particulars of the subsidiaries of the Group as at 31 December
2015 and 2014 are as follows:

BRTLE/BH
AR A2 EfE
Nominal value of
issued ordinary/

L Svg et Ve
EEENED

Percentage of ownership

£ establishment paid-up registered interests/voting rights/ TEXH
Name and operations share capital profit share Principal activities
B &
Direct Indirect
AEBRERARA BB BT 100% - RERK
Tiande Medical Holdmgs Limited  Hong Kong HK$1 Investment holding
BRRERERD BB BB 100% - RERR
Great Growth Holdmgs Limited ~ Hong Kong HK$1 Investment holding
BinERAER LA BE BB 100% - REER
Great Spirit Holdings Limited Hong Kong HK$1 Investment holding
BEERERAR &t BBIT 100% - REAER
Great Promise Holdings Limited ~ Hong Kong HK$1 Investment holding
BEIERBERA RBRAEE 268%TT - 100% HEER
Smartcham Holdmgs Limited The BVI Us$268 Investment holding
BALEBRAT RERLES 1,251%7 - 100% KEER
Smartpoint Enterprises Limited The BVI US$1,251 Investment holding
BREBERA RERLEE 477ETT - 100% REER
Techsmart Holdmgs Limited The BVI us$477 Investment holding
ANRECEERAR hEHEEELE 600,000% 7T - 100% #%  BERBERALIER
Weifang Common Chem Co., Ltd. The PRC, WOFE US$600,000 Research and development,
manufacture and sales of
fine chemical products
BB ITERAR hESEEAELE  AKS,000,0007T - 100% %  BERBERALIER
Shanghai Dehong Chemical The PRC, WOFE RMB5,000,000 Research and development,
Company Limited manufacture and sales of
fine chemical products
ESRCERRAF hE SRR R 5,200,000 - 100% i  HERHERMMLIER
Weifang Parasia Chem Co., Ltd ~ The PRC, WOFE US$5,200,000 Research and development,
manufacture and sales of
fine chemical products
B BR AL IERAT hE HEBELE 10,800,000% 7T - 100% 3  SERBERMILIER
Weifang Binhai Petro-Chem The PRC, WOFE Us$10,800,000 Research and development,

Co., Ltd

RAFER - REEAHELQRBTESE

g?’: o

@

manufacture and sales of
fine chemical products

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

of the year.
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34.

B &x Kz Notes to the Financial Statements
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EAE 33. COMMITMENTS
RiE R REBZAENAT - The Group’s commitments at the reporting date are as follows:
—E-HF T —mF
2015 2014
AR¥ TR AREFT
RMB’000 RMB’000
ERWEYE  BE R Commitments for the acquisition of property,
B R E plant and equipment 99,209 160,911
B—RAEEQNFUEH A Shareholder’s loans to a joint venture (note)
(KI5 58,926 61,919
158,135 222,830

MisE ARIRG & s FTE ISR AR - A AR
BERAQRFEZESRESS% KR IERE
SREGELREER - £% /411,880,000
BT - BE=T—NF+=—RA=+—HI
FE ALEEEHMESKEBHRRE
3£3,575,000 87T (44 A R#29,819,000
L) Ak R=ZT—RAF+=-_A=+—
A AEEEAR#FEESKEEHHRE
B X% 58,305,000 (4 A AR
58,926,0007T) °

Note: The Company agrees to make shareholder’s loans of EURO 11,880,000
to Dekel Investment in accordance with 55% shareholding of the
Company in Dekel Investment, which is subject to the terms and
conditions setoutin the JV Agreement. For the year ended 31 December
2014, the Group made a shareholder’s loan of EURO3,575,000
(approximately RMB29,819,000) to Dekel Investment. As at 31
December 2015, the Group is committed to make the remaining
balance of a shareholder’s loan of EURO8,305,000 (approximately
RMB58,926,000) to Dekel Investment accordingly.

REBERHRARE 34. OPERATING LEASE ARRANGEMENTS AND

RZZE—RE+-_A=1+—8  BEFAH
HEEHE A=z BEREAERZA
B

COMMITMENTS

As at 31 December 2015, the Group had future aggregate minimum
lease receipts under non-cancellable operating leases as follows:

—E-0F —T—mF

2015 2014

AR¥ TR ARBT T

RMB’000 RMB’000

—FN Within one year 430 633
REZEERFNA In the second to fifth year inclusive

(BREERMF) 871 822

hF% After fifth year 2,565 2,765

3,866 4,220

EAKENKLEHERHT - HBMKEHEK
FHB-E-THFIF - HEFRRREX
MPXfERZE -

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

ZZ—RFF R ANNUAL REPORT 2015 @
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BHE—

T—AF+ZA=+—HLEFE For the year ended 31 December 2015

. REHERERAIE(E 34. OPERATING LEASE ARRANGEMENTS AND
COMMITMENTS (Continued)
EREEA As lessee
RZBE—RAF+-A=+—8 ' RETAH As at 31 December 2015, the total future minimum lease payments
HEEHE  AEEZ B EREEENRE by the Group under non-cancellable operating leases payable are
T as follows:
—E-EE —TmEF
2015 2014
AR¥T R ARETT
RMB’000 RMB'000
—FR Within one year 616 888
REZZEFRAFNA In the second to fifth year inclusive
(BREEME) 540 1,153
1,156 2,041
KEHENTERSEREE THAEMRE Operating lease payments represent rental payable by the Group
fHzlE - AREAERTAR—ZE=FT for certain of its offices. Leases are negotiated for an average term
E mAEBANESEE - BARER of one to three years and rentals are fixed over the lease terms
AR E © and do not include contingent rentals.

KRB TEMRAR 2 E TIANDE CHEMICAL HOLDINGS LIMITED
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BE

35. BEBAERS
() ANEBREHSNERNTIOTRS

35. RELATED PARTY TRANSACTIONS

()
transactions with related parties:

—T—ARF+=HA=+—HILFE For the year ended 31 December 2015

During the year, the Group entered into the following

—E2-HF —4F
2015 2014
AR¥ TR ARBT T
RMB’000 RMB’000
NF—KREE AR (FTEHTTE Rental expenses to a related company
EHHEA BRI ] ATT in which all the executive Directors
FEAFENHERAX have beneficial interests and can
exercise significant influence 540 180
H—RAE aHEER Sale of goods to a joint venture 15,062 3,379
M—RAEEQEIHREER Purchase of goods from a joint venture 175 =
M—R&E QA WEE® Rental income from a joint venture
WA 200 200
RIEFBEHER—KAE AR Interest income from finance lease from
LR ER R 2 A a joint venture 1,054 1,098
m—XEHA G (FTAEITES Disposals of the property, plant and
Bk E\M$EEITL/{TT1% equipment to a related company in
BEATEN)LEWE - which all the executive Directors have
e beneficial interests and can exercise
significant influence = 2,900
B—RALQAIEHERKFE  Interest income on a loan to a joint
ks E LIAU\ venture 1,225 146
B—RKEH AT (FFAERITES  Acquisition of the property, plant and
HEA ERE R AT equipment from a related company in
BEAFEN)BAYE K which all the executive Directors have
B REE beneficial interests and can exercise
significant influence 13,800 =

TREEABZMESE R0 - (b)

in note 10.

ZZ—RFF R ANNUAL REPORT 2015
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36.

37.

@

EXRFRERSH

FA - ABEME BEEREREMHR
TAE BARE ERRAS AR R S EL A R 570R
A - FEEREE24

TEEREE
AEEEH 2 EBEARA - MHER(E
EEERREMNXER)  FERRETE
R - AREZEEREREEEESHT
SARTRAZ R - BREEREAEHA
SEMBR|ERZBEZE - AKE B
W EEAAX SRR R EIEBR M IES] -
T EFerRIEEEEeRNMET
EEEERNEE U hHEERERE
RERE R RES

AEELRSEHRENMEESREE @ 78
ABELEHE - AEEMAIREANS R
R T XXER  ptoh - E37(vi) BB IR
BRI EREENAGBHE -

HERAREETERRS - BEXRA
BIHABTTRETAE  MAKEER
HONERER o AR ERE I ERLHE A
SNER 5 - BE KRB ESIEINES
BE - ARBEREYERINERR -
T &EERAFTERLE HERIMNER

LA
ST}
ZON

o

ATE-—RFE+-A=+—8 WA
REHABERETNEGE R £FH
5% MATAEHMA EREHFTRE
B AN 52 B 4F Y A 335 7 I AR BB 0 ) & 0
mn E A AR#861,000T(=F—
F: AR¥970,000T) r TERER
AETTFHENE 5 BRI E S
Was,E518 o

BE_ZT-—NF+_A=+—HIF
B TS BRK FTE R BURE D T 5%
HREERE

36.

37.

SIGNIFICANT NON-CASH TRANSACTIONS

During the year, the payables for property, plant and equipment
was included under “Accruals and other payables”, details of
which are set out in note 24.

FINANCIAL RISK MANAGEMENT

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

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

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

As at 31 December 2015, if the RMB had weakened/
strengthened 5% against HK$ and US$ with all other
variables held constant, the Group’s profit for the year
and retained profits would have been RMB861,000 (2014:
RMB970,000) higher/lower, arising mainly as a result of the
foreign exchange gain/loss on trade receivables denominated
in US$.

The sensitivity analysis included in the financial statements
for the year ended 31 December 2014 had been prepared
on the same basis.
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37. EREAEMERE(Z)

AEEEE 2 MEEHREE TR R
ARG ZFRMER - AEEYRERE
APTER LR R EELR - R - &
EEeERMEAR  ITEEENE
FEREPERM KRR

BBEDH
TREBTHAFVARANEEFEEF
FAR B8 5 A 4 AT gt 3R /9 A R 2
+/-0.5% (ZZF—04F : +/- 0.5% )1
FREE o sTERTUASE RSB
HFFENEREERABAEE - T
EHMABAREFTE o

37. FINANCIAL RISK MANAGEMENT (Continued)

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

Sensitivity analysis

The following table illustrates the sensitivity of the Group’s
profit for the year and retained profits to a possible change
in interest rates of +/- 0.5% (2014: +/- 0.5%), with effect
from the beginning of the year. The calculations are based
on the Group's financial assets and liabilities held at the
reporting date. All other variables are held constant.

FERANRREER
Profit for the year and
retained profits

ARET T

RMB’000
+0.5% -0.5%
—E-hFE+=-A=+—H 31 December 2015 276 (276)
—E-NWFE+=—_A=1+—H 31 December 2014 151 (151)

RIEHBATRNBEERST - BREDH
MR HEERAERGELER - I
AEREEBHMERNARK+ @A
IR A B Al e B TR R RT (G o

BE-T-WE&+-A=+—A1%F
B 0B 15 98 T B B 4T T
RREERS -

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

The sensitivity analysis included in the financial statements
for the year ended 31 December 2014 had been prepared
on the same basis.

®
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37. EREAEMEE(Z)

RITLBAEHNEERREAR @ R
ARUFHEEREERR

AEBERIERR  UNERABIRE
SEREZEFHERR °

AEBWESAKNEEETRER - &
BRBYMEZETFPRYEFH - A
M BENFAEMTEATE - HR
—E-AFE+-_A=+—BHEB5E
WERAT73% (ZE—WF : 67%) ° &
EERNEERR  EEEBRNEZE
ViRMERNECRERE K=
=R ERBRFREHFTRAEERR °

37. FINANCIAL RISK MANAGEMENT (Continued)

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

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

The Group has no significant concentration of credit risk
with exposure spread over a number of customers and
counterparties. However, the geographical location of
customers is mainly on the PRC which accounted for 73%
(2014: 67%) of the trade receivables as at 31 December
2015. In order to minimise the credit risk, management
will endeavor to build an extensive customer base that
spread over the world, which can minimise the credit risk
by geographical location.
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37. EREAEMERE(Z)

EEBRRBUERRE  AEEEER
MEREEBRRRAMNRERA S
FEER ERAKEZEMTNE
T URGERERERDNTE -
FTARNFERARRERNRER
ERFEIHNEMEERI NS R
BEEMRES -

RRAKENERRTERTEAE
BAERTHENRBARBERERSF
R BERR  FIRAKEERFA
ARRERERABHBERE - &
SEHFERMNEEES  RUAEMN

37. FINANCIAL RISK MANAGEMENT (Continued)

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

As the Group has short term bank borrowings which could
be renewed on an annual basis at the discretion of the Group
within limit approved by banks, the Directors are of the opinion
that, taking into account the presently available facilities and
internal financial resources of the Group, the Group has

BRIFE - AREYWCDEISE TRT
ERERERBESHIRIR

TR A KRB R TR 3F
TESRABIRER

sufficient working capital for its present requirements. The
Group also obtained certain bank borrowings as a source
of liquidity.

The table below summarises the maturity profile of the
non-derivative financial liabilities based on contractual
undiscounted payments:

=EARR =@RZE
EEXR —FR REEBAE
Within Between —ZIFR Total IREE
3 months or 3 months Between undiscounted Carrying
on demand to 1year 1to5 years amount amount
AREFTT ARETT AREFTT ARETT AREFTR
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
“B-1f 2015
L HEMNEE - JEMRR  Trade and accruals and
R R H R R0R other payables 82,082 33,124 - 115,206 115,206
BITER Bank borrowings 186 32,432 - 32,618 32,072
G Total 82,268 65,556 - 147,824 147,278
—E-—ME 2014
B SENEE « BMAN  Trade and accruals and
R R E MR other payables 57,463 29,157 = 86,620 86,620
RITER Bank borrowings 172 30,733 = 30,905 30,571
A Total 57,635 59,890 - 117,525 117,191
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37. cREREE(Z

ATIERBRAARBIRNERTA
BB BKF DT -

F—4R: HREEXRBBEEERED
SR ERE CRERHE),

E_&RHBE-ARNEENORE
o REEHABNABERBAE -
AAEZR(BER)REZX(AKEE
RINBAE: &

F=AR  WEERABERTSHIE
(TABERBABNEERBERHA
& o

37. FINANCIAL RISK MANAGEMENT (Continued)

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

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

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

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

B—@A  EZEE E=RA &t

Level 1 Level 2 Level 3 Total

i ARBTT ARBTT ARBTT ARBTRT
Note RMB'000 RMB’000 RMB'000 RMB'000

—E-FF+=-H=+—H 31 December 2015

BE: Liabilities:
BAR B ABER Financial liabilities at fair value
TRAE through profit or loss
—TEEmTA — Derivative financial
instruments 30 - - 7,325 7,325
“2-MF+=A=+—H 31 December 2014
B Liabilities:
BARERF ABER Financial liabilities at fair value
=L through profit or loss
— TSI A — Derivative financial
instruments 30 - - 10,486 10,486
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37. eREKRERE(Z 37. FINANCIAL RISK MANAGEMENT (Continued)
TTEEMIANARETNER AN The fair value of derivative financial instruments is estimated
ZhEE BRI E o using a binomial lattice model.

EENTAEERAE Significant unobservable inputs

AR Inflation rate 1.5%-2.5%
IEFHEARRKA([IIFEFEHEARKA])  Weighted average cost of capital (“WACC") 16%
TR IR Expected volatility 45%
BER FF5% @ TESBT AR A Increased inflation rate by 5% would increase the fair value
B ¥ 18 0 A R #233,0007T ¢ M@ gain of derivative financial instruments by RMB233,000 whilst
BEXRT5% @ fTHESBMTEAAE decreased inflation rate by 5% would decrease the fair value
Ik 2548555 > AR #£228,0007T ° gain of derivative financial instruments by RMB228,000.
MEFLHEARKA FFF5% » $T4H Increased WACC by 5% would decrease the fair value gain
SBMTEAARBEKEBHD AR of derivative financial instruments by RMB2,691,000. Lower
2,691,0007T ¢ T HIKEE B AR AT WACC by 5% would increase the fair value gain of derivative
BR5% - FTHESR T AN A EKEE financial instruments by RMB4,709,000.

0 A KR#4,709,0007T °
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37. EREAEMEE(Z)

TEERIE EFA5% @ STESMIT AR
R EREERD ARK119,0007T : M
TEHRR 1B TPE5% * STESM T AR
B IE AR #113,0005T °

HERMNFERLEAE -

FALEARS 2 HOER -

PRRE=ZFHNNEBEEMERAN
BERMIYRBEIFERAIBRE TS
BRNERBAE - HERNEMTA
HA N AEpR B B R A SR S AR AN TS

37. FINANCIAL RISK MANAGEMENT (Continued)

Increased expected volatility by 5% would decrease the fair
value gain of derivative financial instruments by RMB119,000
respectively. Lower expected volatility by 5% would increase
the fair value gain of derivative financial instruments by
RMB113,000.

There were no changes in valuation techniques during the
year.

There were no transfers between levels during the year.

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

—B-nf —E—mE
2015 2014
ARETT AREFIT
RMB’000 RMB’'000
TELEmEasE Derivative financial liabilities

m—H—8 At 1 January 10,486 12,596

PTESRIEMNARE Fair value gain on derivative financial
g instruments (3,161) (2,110)
Rn+=ZA=+—~ At 31 December 7,325 10,486

FRPTESRIEAABREZAR
#3161,000c( —ZE—MF : AR
2,110,00070) B4R & W R IER ©

During the year, fair value gain on derivative financial
instruments of RMB3,161,000 (2014: RMB2,110,000) was
recognised in the consolidated income statement.

KRB TEMRAR 2 E TIANDE CHEMICAL HOLDINGS LIMITED
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37. SRIEMERE (& 37. FINANCIAL RISK MANAGEMENT (Continued)
oy - RZZE-—MFER TR F The carrying amounts of the financial assets and liabilities
TZA=T—HNERREREER recognised as at 31 December 2014 and 2015 may also
BEMNRMERMEUTSE - EREA be categorised as follows. See notes 3(j) and 3(m) for
Aem T ANERIN e R explanations about how the category of financial instruments
2 ' B2EMFE3()R3(M)AELRE o affects their subsequent measurement.

—E-hfF —E—OF
2015 2014
AR¥ TR ARETT
RMB’000 RMB'000
SREE Financial assets
B EWKIA Loans and receivables:
— R B ERIA — Finance lease receivable 14,210 15,007
— & FREWER — Trade receivables 159,804 125,003
—EUREE — Bills receivable 234,827 213,034
— E fth FEIFRIR — Other receivables 1,644 784
— B —RELRAFIE — Amount due from a joint venture 40,546 37,543
—iRIT IR & &k — Bank and cash balances 117,661 62,942
568,692 454,313
SREE Financial liabilities

BAREFABRHERER - Financial liabilities at fair value through
profit or loss:
—PTESmIA — Derivative financial instruments 7,325 10,486

IR AT ERNSRAME ¢ Financial liabilities measured at
amortised cost:

— B S ENER — Trade payables 23,176 16,002
—ERF R ERFA R E A FEfFFIE — Accruals and other payables 92,030 70,618
—RITER — Bank borrowings 32,072 30,571

154,603 127,677

ZZ—RFF R ANNUAL REPORT 2015 @



Bt &Kz Notes to the Financial Statements

HE-_Z—AF+=-H=+—HLFE For the year ended 31 December 2015

38.

EXER
AEENEAEEBFRENERAEEBE
NFFBRE - URATRERBKFRERIE
MEREEE - K RBR A RIZA LR

AEBEGERNEERRNEE RARBEEEN
RERFE - EERFABRELNER - RER
HABEANGEE  AKERARARRIKE
HRER ~ BITHA - MERCRREER - {5
BHESRESHEEERE

AEBEDRBEEHHEHABEAR Z L RER
AEZEBR » HERNFAETAFER TR -

RS AR EGERL RN

38. CAPITAL MANAGEMENT

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

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

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

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

=t B —T-m4
2015 2014
AR¥ TR ARBT T
RMB’000 RMB’000

B Borrowings
— B — Current 32,072 30,571
B RITRIR S R Less: Bank and cash balances (117,661) (62,942)
FE Net amount (85,589) (32,371)
e R Total equity 1,178,000 1,054,417
ERERLE R Debt-to-equity ratio TEF N/A TERA N/A

KRB TEMRAR 2 E TIANDE CHEMICAL HOLDINGS LIMITED
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