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Corporate Information (continued)
AEER (&) l

AUTHORISED REPRESENTATIVES
Mr. Tu Jianhua
Ms. Yu Miu Cheung

QUALIFIED ACCOUNTANT AND CHIEF FINANCIAL

OFFICER
Mr. Koon Wai Hung

COMPANY SECRETARY/BOARD SECRETARY AND

HEAD OF BOARD OFFICE
Ms. Yu Miu Cheung

AUDITOR

Deloitte Touche Tohmatsu

LEGAL ADVISORS

Conyers Dill & Pearman (Cayman Islands)
Cadwalader, Wickersham & Taft (Hong Kong)
Van den Boomen Advocaten B.V. (Dutch)

PRINCIPAL BANKERS

Agriculture Bank of China

Bank of China

DBS Bank (Hong Kong) Limited

OCBC Wing Hang Bank Limited

Standard Chartered Bank (Hong Kong) Limited

Shanghai Pudong Development Bank

The Hongkong and Shanghai Banking Corporation Limited

REGISTERED OFFICE

Cricket Square, Hutchins Drive
P.O. Box 2681, Grand Cayman
KY1-1111, Cayman Islands

HEADQUARTERS AND PRINCIPAL PLACE OF

BUSINESS IN HONG KONG
48 Wang Lok Street

Yuen Long Industrial Estate

Hong Kong

REREK
SRR
R ELL

SERSTMREEVEE
BEMEE

DNEWE EBEUER
EZENRREEHE
RYELL

D
B8 « RGBT

EERER
Conyers Dill & Pearman (FI28t5)
VBB BIR RN ST (B8)

Van den Boomen Advocaten B.V. (f:75)

EEERIRIT

R IR

R EIRTT
ERPT(EB)ARAT
EEKFRITERAT
BITIRIT (B8) BRAF
S BRERRT

BB LEELRITERAR

TSR

Cricket Square, Hutchins Drive
P.O. Box 2681, Grand Cayman
KY1-1111, Cayman Islands

BRBNAIREEE XL
&5

TCEAT 21
TRELTT A8 SR

ES&RMEBERAT T FHEHRSE 3




4

Corporate Information (continued)
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Chairman’s Statement

FFEHRE

On behalf of the Board of Directors (the “Board”) of Chiho-Tiande
Group Limited (BA&XiEEABRAF]) (the “Company”), | present
the unaudited interim results of the Company and its subsidiaries (the
“Group”) for the six months ended 30 June 2016.

During the first half of 2016, despite a reduction in sales from HK$1.8
billion in the same period of 2015 to HK$1.5 billion, representing a
slight decrease of 16.7%, the Group recorded a gross profit of HK$65.6
million when compared to the gross profit of HK$61.5 million in the
same period of 2015. This was mainly due to the lower volatility in global
commodity prices during the second quarter of 2016.

During the period, the Group recorded a loss attributable to the owners
of the Company of HK$170.5 million, representing a decrease of
HK$779.1 million or 82.0%, when compared to the loss attributable to
the owners of the Company of HK$949.6 million recorded in the same
period of 2015. The overall decrease in a loss attributable to the owners
of the Company was mainly due to the significant decrease in loss on fair
value changes of derivative financial instruments and the loss on the fair
value change of embedded derivative components of convertible bonds
during the period, when compared to those of amounting to HK$315.8
million and HK$559.9 million respectively during the same period of
2015.

With global metal prices at a six-year low throughout the period, the
Group faced challenges to achieve its procurement volume to meet its
processing needs, even with its well established overseas procurement
network. The Group sold in aggregate over 234,000 tonnes of its
processed products within its three business segments throughout the
period. This represented a trifling decrease of 3.3% when compared to
242,000 tonnes in the same period of 2015.

During the period, the Group continued to follow its usual practices of
consistently buying mixed metal scrap and selling its recycled products
in accordance with its processing ability, so as to mitigate the short-term
impact of price volatility on the overall performance of the Group.

Basic loss per share attributable to owners of the Company amounted to
HK$0.106 in the first half of 2016 (2015: Loss per share HK$0.809).

With a strong presence in our Hong Kong operations since 2012, the
Company believes that the Group is now in a well-placed position to
establish a more diversified scrap metal and electronic waste processing
platform in Hong Kong.
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Chairman’s Statement (continued)

EFEHE (B)

With regard to the Group’s investment in establishing new processing
facilities in the Development Zone in Yantai City, PRC, we acquired a
piece of land nearby our existing processing facilities in the Development
Zone in Yantai City in preparation of expanding our production capacity
of recycled metals in the future.

On 27 January 2016, our acquisition of 60% effective equity interest in
Yantai Liheng Environmental Protection Technology Co., Limited* (&
SEPRIREHEBR A A]) was completed. We aim to obtain the production
permit and all necessary permits to start renewable oil operations
progressively by the end of year.

On 21 March 2016, our acquisition of 100% equity interest in Dalian
New Green Recycle & Resources Corporation* (REH&BEERMIAE
[ 2 7)) by way of the allotment and issue of 31,037,585 consideration
shares to Suzuki Shokai Co., Ltd and Itochu Corporation, a company
listed on Tokyo Stock Exchange, was completed. As a result, Itochu
Corporation holds approximately 1.77% in the issued share capital of
the Company through its wholly-owned subsidiary, TCI Ltd., as at the
date of this report and has become a strategic investor that provides
the Group with additional sourcing capabilities in East Asia, especially in
Japan. The Group has launched trade business with Itochu Corporation
and is further exploring opportunities for strategic partnership or
cooperation.

Since 2 May 2016, the Group has been embarking on a series of steps
to prepare for the potential equity acquisition of Scholz Holding GmbH
(“Scholz Holding”), including the acquisition of rights and obligations
under certain loan agreements and promissory notes (the “German
Debt”) of, and provision of bridging loan (the “Bridging Loan"”) to,
Scholz Holding and certain restructuring steps as set out in the section
headed “Subsequent Events” in the “Management Discussion and
Analysis” of this report. The Group became the largest debtholder of
Scholz Holding on 22 July 2016 and is preparing for the potential equity
acquisition of Scholz Holding in the near future.

Scholz Holding and its subsidiaries (the “Scholz Group”) is one of the
largest European-based global network of companies and affiliates
active in the field of treating and processing scrap metal through its
business activities in Europe, North- and Central-America. Founded in
1872, the Scholz Group provides all steps in recycling metal and scrap
metal and is a one-stop shop, from collecting, gathering, sorting, and
processing the material to its sale, utilisation, and recirculation. In each
of the two financial years ended 31 December 2014 and 2015, Scholz
Group employed more than 5,000 employees. The acquisition of the
German Debt, together with the restructuring steps set out in the

Chiho-Tiande Group Limited Interim Report 2016
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Chairman'’s Statement (continued)

EFEHE (B)

section headed “Subsequent Events” in the “Management Discussion
and Analysis” of this report, are intended to allow the Company to
restructure the financial situation and balance sheet of Scholz Holding,
revitalise the sustainable going concern of Scholz Holding’s business
and, thereby, gain access to upstream material supplies from European
markets and to one of the best End-of-Life Vehicle dismantling and
processing technologies globally.

On 2 June 2016, the Company completed the assumption of all rights
and obligations under credit agreements of indirect non-wholly owned
subsidiaries of Scholz Holding in the United States (“U.S. Scholz")
(the “US Debt"”) from lenders for a consideration of US$16.76 million
(equivalent to approximately HK$130.23 million). The Company believes
that by becoming an important debtholder of U.S. Scholz, the Company
is able to foster business cooperation with U.S. Scholz so as to gain
access to upstream raw material supplies from the United States region.

Going forward, we remain committed to further expanding our
processing capability, and simultaneously improving our profitability and
return on equity. Our primary focus will be to maximise the utilisation
of our existing operation facilities, while looking for opportunities to
improve the performance of the Group at the same time. Our next
focus will be on expanding our procurement network in East Asia to
substantially reduce transportation costs and time, as well as lower the
impact of volatile global commodity prices on the Group’s profitability.
We are also preparing for the potential equity acquisition of Scholz
Holding, as mentioned above.

With the continued emphasis of support from the PRC Government to
develop the recycling industry, we are confident that the metal recycling
industry in the PRC will continue to grow and will become an important
source and an integral part of the metal resources supply chain of the
PRC in the future.

Given that the metal recycling industry contributes significantly to the
protection of environment and to the preservation of valuable natural
resources, we will continue to place heavy emphasis on our procurement
volume to ensure that it is in line with our processing needs and to cater
for our expansion strategy for scrap materials in the PRC.

Tu Jianhua

Chairman

Hong Kong, 23 August 2016

*  For identification purpose only
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Management Discussion and Analysis

EEEF R DT

BUSINESS REVIEW AND OUTLOOK

With the prolonged downward bias that the global metal market has
seen in the last 6 years, the management continued to face exceptional
challenges as metal prices are at their lowest levels since the financial
crisis in 2008, resulting in a disappointing performance for the first half
of 2016. With the likelihood of U.S. interest rates turning upwards in
the coming months and economic uncertainty overclouding Europe,
volatility in the global metal market is expected to be seen in the coming
years. However, the management remains to be cautiously optimistic
about the Group's performance in the coming months.

In 2016, the Group continued to face challenges arising from the
difficult business environment, including the generally low global metal
prices and the slower economic growth in the PRC. During the period,
despite a reduction in sales from HK$1.8 billion in the same period of
2015 to HK$1.5 billion, representing a slight decrease of 16.7%, the
Group recorded a gross profit of HK$65.6 million when compared to
the gross profit of HK$61.5 million in the same period of 2015. This was
mainly due to the lower volatility in global commodity prices during the
second quarter of 2016.

During the period, the Group recorded a loss attributable to the owners
of the Company of HK$170.5 million, representing a decrease of
HK$779.1 million or 82.0%, when compared to the loss attributable to
the owners of the Company of HK$949.6 million recorded in the same
period of 2015. The overall decrease in a loss attributable to the owners
of the Company was mainly due to the significant decrease in loss on fair
value changes of derivative financial instruments and the loss on the fair
value change of embedded derivative components of convertible bonds
during the period, when compared to those of amounting to HK$315.8
million and HK$559.9 million respectively during the same period of
2015.

With a number of unforeseeable circumstances impacting the global
supply of scrap materials, the Group continued to experience a reduction
of scrap materials purchased. During the period, mixed metal scrap
purchase by the Group remained at the same low level as recorded in
2015. The Group sold in aggregate over 234,000 tonnes of processed
products within its three business segments throughout the period. This
represented a trifling decrease of 3.3% when compared to 242,000
tonnes in the same period of 2015.
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Management Discussion and Analysis (continued)

EEEN®R D (&)

BUSINESS REVIEW AND OUTLOOK (continued)
During the period, the Group continued to follow its usual practices of
consistently buying mixed metal scrap and selling its recycled products
in accordance with its processing ability so as to mitigate the short-term
impact of price volatility on the overall performance of the Group.

Basic loss per share attributable to owners of the Company amounted to
HK$0.106 in the first half of 2016 (2015: Loss per share HK$0.809).

Our Procurement Network

The Group is still the largest importer of mixed metal scrap used for
recycling, reuse and processing in terms of the total import volume
as approved by the Ministry of Environmental Protection in the PRC.
The Group developed a strong international procurement network
with established and developed suppliers which covers Europe, North
America, Oceania and the Middle East, which is critical to its success.
Looking forward, we plan to expand our procurement network in East
and Southeast Asia for the purpose of expanding the purchase volume
of mixed metal and developing new varieties of renewable resources
recycling process. We believe this will largely reduce transportation costs
and time, as well as lower the impact of volatile global commodity prices
on the Group's profitability.
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Management Discussion and Analysis (continued)

EEENRR D (&)

BUSINESS REVIEW AND OUTLOOK (continued)
Corporate and Business Development

With a strong presence in our Hong Kong operations since 2012, the
Company believes that the Group is now in a well-placed position to
establish a more diversified scrap metal and electronic waste processing
platform in Hong Kong.

With regard to the Group’s investment in establishing new processing
facilities in the Development Zone in Yantai City, PRC, we acquired a
piece of land nearby our existing processing facilities in the Development
Zone in Yantai City in preparation of expanding our production capacity
of recycled metals in the future.

On 27 January 2016, our acquisition of 60% effective equity interest in
Yantai Liheng Environmental Protection Technology Co., Limited* (£ &
S EIRIREHE B PR A R]) was completed. We aim to obtain the production
permit and all necessary permits to start renewable oil operations
progressively by the end of year.

On 21 March 2016, our acquisition of 100% equity interest in Dalian
New Green Recycle & Resources Corporation* (AXEFEFBEERMTAE
[R 2 7)) by way of the allotment and issue of 31,037,585 consideration
shares to Suzuki Shokai Co., Ltd and Itochu Corporation, a company
listed on Tokyo Stock Exchange, was completed. As a result, Itochu
Corporation holds approximately 1.77% in the issued share capital of
the Company through its wholly-owned subsidiary, TCI Ltd., as at the
date of this report and has become a strategic investor that provides
the Group with additional sourcing capabilities in East Asia, especially in
Japan. The Group has launched trade business with Itochu Corporation
and is further exploring opportunities for strategic partnership or
cooperation.

Since 2 May 2016, the Group has been embarking on a series of steps to
prepare for the potential equity acquisition of Scholz Holding, including
the acquisition of the German Debt of, and provision of Bridging Loan
to, Scholz Holding and certain restructuring steps as set out in the
section headed “Subsequent Events” in the “Management Discussion
and Analysis” of this report. The Group became the largest debtholder
of Scholz Holding on 22 July 2016 and is preparing for the potential
equity acquisition of Scholz Holding in the near future.

Chiho-Tiande Group Limited Interim Report 2016
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Management Discussion and Analysis (continued)

EEEN®WR D (&)

BUSINESS REVIEW AND OUTLOOK (continued)
Corporate and Business Development (continued)
Scholz Group is one of the largest European-based global network of
companies and affiliates active in the field of treating and processing
scrap metal through its business activities in Europe, North- and
Central-America. Founded in 1872, the Scholz Group provides all
steps in recycling metal and scrap metal and is a one-stop shop, from
collecting, gathering, sorting, and processing the material to its sale,
utilisation, and recirculation. In each of the two financial years ended
31 December 2014, 2015, Scholz Group employed more than 5,000
employees. The acquisition of the German Debt, together with the
restructuring steps set out in the section headed “Subsequent Events” in
the “Management Discussion and Analysis” of this report, are intended
to allow the Company to restructure the financial situation and balance
sheet of Scholz Holding, revitalise the sustainable going concern of
Scholz Holding's business and, thereby, gain access to upstream material
supplies from European markets and to one of the best End-of-Life
Vehicle dismantling and processing technologies globally.

On 2 June 2016, the Company completed the assumption of the US
Debt from lenders for a consideration of US$16.76 million (equivalent
to approximately HK$130.23 million). The Company believes that by
becoming an important debtholder of U.S. Scholz, the Company is able
to foster business cooperation with U.S. Scholz so as to gain access to
upstream raw material supplies from the United States region.

Social Responsibilities

On the environmental protection front, we continued to place great
emphasis on ensuring that all of our processing facilities are in line with
local and national environmental protection standards.

Our Taizhou facilities, the main production plant, continued to qualify
as one of the designated processing units for imported metal scraps
recycling and utilisation in Zhejiang Province under the Environmental
Protection Department of Zhejiang Province (T4 IRIB(RERE). Our
production processes do not consume large volumes of electricity and
water and therefore produce very small volume of waste materials.
We consider that we have adopted sufficient environmental protection
measures and controls against air, water, solid and noise pollutions
produced during the course of our production processes.
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Management Discussion and Analysis (continued)

EEENRR D (&)

BUSINESS REVIEW AND OUTLOOK (continued)
Prospects

Going forward, we remain committed to further expanding our
processing capability, and simultaneously improving our profitability and
return on equity. Our primary focus will be to maximise the utilisation
of our existing operation facilities, while looking for opportunities to
improve the performance of the Group at the same time. Our next
focus will be on expanding our procurement network in East Asia to
substantially reduce transportation costs and time, as well as lower the
impact of volatile global commodity prices on the Group’s profitability.
We are also preparing for the potential equity acquisition of Scholz
Holding, as mentioned above.

With the continued emphasis of support from the PRC Government to
develop the recycling industry, we are confident that the metal recycling
industry in the PRC will continue to grow and will become an important
source and an integral part of the metal resources supply chain of the
PRC in the future.

Given that the metal recycling industry contributes significantly to the
protection of environment and to the preservation of valuable natural
resources, we will continue to place heavy emphasis on our procurement
volume to ensure that it is in line with our processing needs and to cater
for our expansion strategy for scrap materials in the PRC.

The management will continue to place its efforts on the business
development of the Group and upstream integrations, in order to
achieve satisfactory returns to the shareholders of the Company.

Subsequent Events

On 20 July 2016, a restructuring agreement (the “Restructuring
Agreement”) was entered into by, among others, the Company and
Scholz Holding, in relation to, among other things, (1) finalization of
terms of the provision of a EUR80 million (equivalent to approximately
HK$712 million) bridging loan (the “Bridging Loan”); (2) amendment
to and extension of the maturity dates, and partial release, of the
German Debt; and (3) the intended acquisition, and immediate waiver,
of a EUR60 million (equivalent to approximately HK$534 million) loan
from Scholz Beteiligungsgesellschaft (“TTC Loan”) (together, the
“Restructuring Steps”).
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Management Discussion and Analysis (continued)
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BUSINESS REVIEW AND OUTLOOK (continued)
Subsequent Events (continued)

The entering into of the Restructuring Agreement is part of a series
of steps taken by the Company to prepare for the potential equity
acquisition of Scholz Holding in the near future (the “Potential Equity
Acquisition”). The provision of the Bridging Loan is to ensure that the
business of the Scholz Group is maintained as a going concern prior to
the Potential Equity Acquisition. Further, the amendment to and the
extension of the maturity dates, and partial release, of the German Debt
and the intended acquisition, and immediate waiver of, the TTC Loan
are deemed necessary to facilitate the significant deleveraging of Scholz
Group and to enhance its long-term economic performance.

On 22 July 2016, the closing of the acquisition of the German Debt was
completed pursuant to the terms and conditions of the debt purchase
agreement signed between, among others, the Company and Scholz
Holding.

On 4 August 2016, a sale and transfer agreement was entered into
between Chiho Renewable Development Limited, a subsidiary of the
Company, Scholz Beteiligungsgesellschaft and Scholz Holding, pursuant
to which Chiho Renewable Development Limited will acquire the TTC
Loan from Scholz Beteiligungsgesellschaft for a nominal consideration of
EUR1T (equivalent to approximately HK$8.90).

FINANCIAL REVIEW

Revenue

During this period of 2016, revenue decreased by approximately HK$0.3
billion, or 16.7%, from HK$1.8 billion in the same period of 2015
to HK$1.5 billion in this period. The decrease was mainly due to the
weakness of global metal prices, which were at a six-year low during the
first half of 2016, resulting in a decrease in the average selling prices of
our recycled metal products and foundry products.

Cost of sales

Cost of sales decreased by approximately HK$0.3 billion, or 17.6%,
from HK$1.7 billion in the same period of 2015 to HK$1.4 billion in this
period of 2016. The decrease is in line with the decrease in revenue and
is primarily due to a reduction in the average purchase prices of raw
materials.
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Management Discussion and Analysis (continued)
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FINANCIAL REVIEW (continued)

Gross profit and gross profit margin

Gross profit of approximately HK$65.6 million was recorded in this
period of 2016, representing an increase of 6.7% when compared to the
gross profit of HK$61.5 million recorded in the same period of 2015. The
gross profit margin increased from 3.5% in the same period of 2015 to
4.3% in this period of 2016. The increase in gross profit was mainly due
to the lower volatility in global commodity prices in the second quarter
of 2016.

Distribution and selling expenses

Distribution and selling expenses increased by approximately HK$1.2
million, or 25.0%, from HK$4.8 million in the same period of 2015 to
HK$6.0 million in this period of 2016. This was mainly due to the slightly
increase in transportation cost.

Administrative expenses

Administrative expenses increased by approximately HK$15.8 million or
23.3%, from HK$67.9 million in the same period of 2015 to HK$83.7
million in this period of 2016. This was mainly due to the increase in staff
costs, depreciation and amortization and rental expenses.

Other income

Other income decreased by approximately HK$22.4 million, or 52.3%,
from HK$42.8 million in the same period of 2015 to HK$20.4 million
in this period of 2016. This was mainly due to the non-recurring
government grants received during the same period of 2015, and such
insignificant amounts were recorded during the first six months of 2016.

Other gains and losses

Other losses decreased significantly by approximately HK$801.5
million, or 88.9% from HK$902.0 million in the same period of 2015
to HK$100.5 million in this period of 2016. During the interim period
2016, other losses were mainly derived from a loss on fair value changes
of held for trading investments relating to listed securities of HK$88.6
million and exchange loss of HK$107.0 million, which partially overcome
the loss by the bargain purchase gain of HK$88.9 million was recorded
arising from the acquisition of a subsidiary. During the same period
of 2015, other losses were mainly derived from a fair value changes
of derivative financial instruments relating to various metals futures
contracts of HK$315.8 million and an accounting loss of approximately
HK$559.9 million derived from the change in the fair value of the
embedded derivative components of the Company’s convertible bonds.
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Management Discussion and Analysis (continued)
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FINANCIAL REVIEW (continued)

Other expenses

Other expenses represented professional and legal expenses related to
the acquisition of the German Debt and US Debt, amounting to HK$27.1
million in this period of 2016.

Finance costs

Finance costs decreased by approximately HK$34.8 million, or 46.0%,
from HK$75.6 million in the same period of 2015 to HK$40.8 million
in this period of 2016. This was mainly due to a decrease in the bank
interest expenses as the overall bank borrowings decreased during the
period 2016 and a decrease in effective interest expenses on convertible
bonds due to the conversion during the period 2016.

Loss for the period

As a result of the factors discussed above, the Company incurred a net
loss for this period of 2016 of approximately HK$172.1 million, which
decreased significantly by HK$774.7 million or 81.8%, as compared to
a net loss of HK$946.8 million in the same period of 2015. The overall
decrease in net loss was mainly due to the significant decrease in loss
on fair value changes of derivative financial instruments and loss on the
fair value change of embedded derivative components of convertible
bonds arising from a non-cash accounting treatment for the purpose of
complying with HKFRSs, when compared to the corresponding period of
2015.

Key Financial Ratios
The following table sets forth certain of our financial ratios as of the date
and for the periods as indicated below:
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Management Discussion and Analysis (continued)

EEENRR D (&)

FINANCIAL REVIEW (continued)
Key Financial Ratios (continued)

BT R (4)
BASER 5 Lk ()

Six months ended 30 June
BEAA=1tHIEAEAR

2016 2015

—E-XREF —T—AF

Inventory turnover days FEREAH 111 113
Debtor’s turnover days FEUER JE 88 B 88 7 13
Creditor’s turnover days FERTRREEE B 88 9 15

Liquidity and Financial Resources and Capital Structure
The net current assets which included cash and various bank balance
and deposits amounted to HK$1,035.4 million (31 December 2015:
HK$3,717.7 million). As a result, the current ratio and quick ratio
decreased from 3.33 and 2.67 as at 31 December 2015 to 1.44 and
0.96 as at 30 June 2016 respectively. The decrease was mainly due to
proceeds being used for making the series of acquisition of the German
Debt and US Debt and for paying certain costs in relation to completion
of the German Debt and US Debt transaction, which aggregated to
approximately HK$2,405 million. Total bank borrowings were HK$1.1
billion (31 December 2015: HK$1.1 billion), and those were mainly
used to finance purchases of mixed metal scrap from overseas. Such
borrowings were mainly denominated in U.S. Dollars and Renminbi.
Approximately HK$751.6 million (31 December 2015: HK$762.1 million)
of bank borrowings are at fixed interest rates.

The gearing ratio of the Group as at 30 June 2016 was 20.7% (31
December 2015: 22.5%), which is calculated based on the total
borrowings over total assets. The decrease was mainly due to the
instalment payments of other borrowings during the interim period of
2016.

Debtor’s turnover days and creditor’s turnover days decreased from 13
days and 15 days for the same period of 2015 to 7 days and 9 days for
this period of 2016 respectively.

Inventory turnover days decreased from 113 days for the same period of
2015 to 111 days for this period of 2016.
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Management Discussion and Analysis (continued)

CAPITAL COMMITMENTS AND CONTINGENT

LIABILITIES

As at 30 June 2016, we had pledged certain plant and buildings, land
use rights and bank deposits with an aggregate carrying value of
approximately HK$509.5 million (31 December 2015: approximately
HK$445.8 million) to secure bank borrowings.

As at 30 June 2016, we had capital commitments in respect of
acquisition of a subsidiary, property, plant and equipment, prepaid
lease payments, additions in construction in progress and formation of
subsidiaries but not provided for in the consolidated financial statements
amounted to HK$56.0 million (31 December 2015: HK$519.0 million).

As at the date of this report, save as disclosed below, the Board is not
aware of any material contingent liabilities.

With regard to the legal proceedings in the PRC between Shanghai
Chiho-Tiande Resource Recycling Co., Ltd.*( b/8B&KHIBEER
BPRAA]) (“Shanghai JV”), an indirect 51%-owned subsidiary of the
Company, and Shanghai Science and Technology Co., Ltd.*( /&R & %
FE2EE 2 7)) in relation to certain housing and land lease contracts,
disclosures have been made by the Company in its announcements
dated 14 December 2012, 15 January 2014, 22 January 2014 as well as
its interim reports for the six months ended 30 June 2014 and 2015 and
its annual report for the year ended 31 December 2014 and 2015.

On 18 December 2015, the Shanghai JV applied to Shanghai High
People’s Court for re-trial and sought further legal relief. On the same
date, Shanghai High People’s Court accepted the re-trial application.
The re-trial application was in the process of being reviewed as at the
date of this report.
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Management Discussion and Analysis (continued)
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CAPITAL COMMITMENTS AND CONTINGENT
LIABILITIES (continued)

Whilst the Directors do not consider this to be a litigation of material
importance for the reasons set out below, for the sake of completeness,
it is noted that a writ of summons was issued by Delco Participation B.V.
("Delco”) as plaintiff on 21 December 2015 in the High Court of Hong
Kong (High Court Action No. 3040 of 2015, “HCA 3040/2015") against
the Company as defendant for a sum of HK$57,827,118 together with
interest and costs. The claim relates to an alleged non-payment of a
portion of the loans advanced by Delco Asia Company Limited (“Delco
Asia”) to subsidiaries of the Company in accordance with the terms of
a Shareholders Loan Assignment and Capitalisation Agreement dated
24 June 2010 between, amongst others, Delco Asia and the Company.
Delco alleged that it acquired all the assets and receivables of Delco Asia
pursuant to an Assets & Liabilities Transfer Agreement dated 3 October
2011 between itself and Delco Asia.

The Company gave notice of intention to contest the proceedings on
4 January 2016. On 26 February 2016, the Company applied to the
High Court of Hong Kong to strike out the claim of Delco in this action
(the "Striking Out Application”). The Striking Out Application was
heard before Deputy High Court Judge Manzoni, SC on 13 June 2016.
Pursuant to the Decision of Deputy High Court Judge Manzoni, SC
dated 27 June 2016, the Striking Out Application was dismissed. The
proceedings are still in progress. Insofar as we are aware, no judgment
has been entered against the Company.

Each of Mr. Fang Ankong (“Mr. Fang”, a former director) and HWH
Holdings Limited (“HWH") undertook to the Company to indemnify and
hold harmless on demand (on an after-tax basis) the Company against
all losses arising out of, inter alia, HCA 3040/2015 in accordance with
the terms of a letter of indemnity signed by Mr. Fang and HWH in favour
of the Company on 17 December 2015. Further, HWH has also agreed
that a sum including the amount of HK$57,827,118 be held in escrow
as security for any liability of the Company in respect of, inter alia, HCA
3040/2015.
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Management Discussion and Analysis (continued)
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RISK MANAGEMENT

The Group in its ordinary course of business is exposed to market risks
such as commodities price risk, foreign currencies risk, interest rate
risk, credit risk and liquidity risk. The Group’s risk management strategy
aims to minimise the adverse effects of these risks on its financial
performance.

On 26 March 2015, the Board resolved to adopt a new policy regarding
dealings in metal futures contracts (the “Policy”) in order to better
reflect and restate the Group’s current business requirements with
regard to dealings in metal futures contracts. Since October 2015,
all metal future contracts of the Group were settled and closed. On
29 July 2016, the Board adopted a revised version of the Policy (the
“Revised Policy”) which the Board believes is more suitable for the
current operating conditions of the Group. Details were disclosed in
the Company’s announcement made on the same date and the Revised
Policy is available on the Company’s website, www.chiho-tiande.com.

As part of its foreign currency hedging strategy, the Board will
closely monitor the Group’s foreign currency borrowings in the view
of the volatile exchange rate for Renminbi to U.S. Dollars and other
currencies as a result of the reform of the Renminbi middle exchange
rate quotation regime, and consider various measures to minimise the
foreign currency risk.

With the relatively low interest rates in 2015, the Group has not entered
into any interest rate hedging contracts or any other interest rate
related derivative financial instruments. However, the Group continues
to monitor its related interest rate exposure closely and will consider
hedging significant interest rate exposure when the need arises.

As for credit risk, the Group continues to follow the trade practices
of cash on collection from sales of all of its metal recycling products
in order to minimise the carrying amounts of the financial assets in
the Group's financial statements. In addition, the Group will continue
to monitor closely its trade debtors to minimise potential impairment
losses.

With regard to the liquidity risk, the Group will continue to maintain a
balance between the continuity of funding and flexibility through the
use of bank borrowings.
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Management Discussion and Analysis (continued)
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EMPLOYEES

As at 30 June 2016, the Group had a workforce of 567 employees.
In addition, the Group engaged approximately 2,500 separation
and selection workers through local contractors. The Group has not
experienced any strikes, work stoppages or significant labor disputes
which have affected its operations in the past and it has not experienced
any significant difficulties in recruiting and retaining qualified staff. The
Group continues to maintain good relationships with its employees.

THE REMUNERATION POLICY

We remunerate employees based on their performance, experience and
prevailing industry practices so as to retain competent employees. In
addition to benefits normally provided in line with industry practices,
the Company also has a share option scheme in place for the purpose of
providing incentives and rewards to eligible persons including employees
of Group companies for their contributions to the long term success
of our Group. In addition, we provide on-the-job and industrial related
trainings to employees for their career continuing development.

INVESTOR RELATIONS AND COMMUNICATIONS
WITH SHAREHOLDERS

The Group considers that investor relations are important to a listed
company. The Board believes that maintaining good relationship
with investors and keeping them up-to-date on the latest corporate
communications and business development in a timely fashion would
enhance transparency and strengthen corporate governance of the
Group. Mr. Goh Kian Guan, the Chief Investment Officer and General
Manager of Investment & Development Department of the Company,
has been assigned to take responsibility for all matters relating to
investor relations of the Group.

Going forward, the Company will continue to make effort to keep our
investors abreast of the corporate and business developments, and to
introduce the Group's strengths and strategies in order to gain support
and recognition from them and also the market in general.

CHANGES SINCE 31 DECEMBER 2015

Save as disclosed in this report, there were no other significant changes
in the Group's financial position or from the information disclosed under
Management Discussion and Analysis in the annual report for the year
ended 31 December 2015.

*  For identification purpose only
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Disclosure of Interests l}

Directors’ and Chief Executives’ Interests and
Short Positions in Shares, Underlying Shares and
Debentures of the Company and Its Associated
Corporation

As at 30 June 2016, the interests or short positions of the Directors
and chief executives of the Company in the shares (the “Shares”),
underlying Shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (the “SFO")) as recorded in the register required
to be kept by the Company pursuant to Section 352 of the SFO, or as
otherwise notified to the Company and The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers as set out in
Appendix 10 to the Listing Rules (the “Model Code”), were as follows:

Long positions in Shares:

EERFETRAERARARA
MHECEBERN ARG - HERO RES
MR MR R

RZE—RERNA=Z+H ARAESERTE
TIRABRA QR EFMEEEE(EER
<<‘J=*ff/f5< HEED) ([EHREEEG])EXV
) A8 ET ([BMn]) - BB D RESTHES
RABVEREFES KB KRPIE3521EETF

BB M AR SRR £ R AUMT 81

Pl LT AESHRITRESF X HRETR
(MRESTA D AMNEARBRBEBBARX S

BRAR (MBI gEmsoARmT

W EfE

Approximate
percentage of
shareholding
in the Company

(Note 1)
Total number of LERNNSI g
Name of Director Capacity/Nature of Interest Shares interested BABESH
EEEH B1in Rty BFEEENRAER (BF&ET)
Mr. Tu Jianhua Interest in controlled corporations 1,008,885,181 62.29%
REELLE RZIEH)EB 2 s (Note 2)
(PfFEE2)
Mr. Zhang Mingjie Interest in controlled corporations 207,197,990 12.79%
(resigned on 30 June 2016) R HEE 2 S (Note 3)
SREBZRSCAE (F7E3)
(R=ZZE—RFENA=ZTHET)
Notes: B 5E
(1) As at 30 June 2016, the total number of issued Shares of the Company was (1 RZZ—A"EANA=1TH ' AARBEZTRHENE

1,619,738,291 Shares.

#%1,619,738,291 BRAR (S -
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Disclosure of Interests (continued)

RS E ()

Directors’ and Chief Executives’ Interests and
Short Positions in Shares, Underlying Shares and
Debentures of the Company and Its Associated

Corporation (continued)
Long positions in Shares: (continued)

Notes: (continued)

(2) The 1,008,885,181 Shares were held by the USUM Investment Group Hong Kong
Limited ("USUMHK"), a company in which Mr. Tu Jianhua (“Mr. Tu") was indirectly
interested. USUMHK is directly wholly owned by USUM Investment Group Limited
("USUM Group”), a limited liability company incorporated in the PRC. The single
largest shareholder of USUM Group is Loncin Holdings Co., Ltd. (“Loncin Holdings"”),
with an equity interest in USUM Group of 46.78%. The remaining equity interests
in USUM Group are held by 21 individuals and 30 companies, all of whom are
independent third parties of Loncin Holdings and Mr. Tu, and they each hold between
0.32% to 8.12% equity interests in USUM Group. Loncin Holdings is 98% owned by
Loncin Group Co., Ltd. (“Loncin Group”) and 2% owned by Mr. Tu. Loncin Group
is 98% owned by Mr. Tu; 1% owned by Ms. Tu Jianmin and 1% owned by Ms. Tu
Jianrong, both being sisters of Mr. Tu. USUMHK held 1,008,885,181 Shares as at
30 June 2016. Therefore, Mr. Tu was deemed to be interested in the Shares held by
USUMHK pursuant to the SFO.

(3) Of the 207,197,990 Shares, 110,197,990 Shares and 97,000,000 Shares were directly
held by Tai Security Holding Limited (“Tai Security”) and Good Union Hong Kong
Investment Limited (“Good Union”) respectively, as beneficial owners. Tai Security and
Good Union are companies directly wholly-owned by Mr. Zhang Mingjie (“Mr. Zhang”)
and Mr. Zhang was therefore deemed to be interested in the same number of Shares
held by each of Tai Security and Good Union pursuant to the SFO. Please refer to Notes
3 and 4 in the section headed “Substantial Shareholders’ Interests and Short Positions
in Shares and Underlying Shares of the Company” below.

Save as disclosed above, as at 30 June 2016, none of the Directors and
chief executives of the Company had any interests or short positions
in the Shares, underlying Shares or debentures of the Company or any
of its associated corporations which would have to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests or short positions which they were
taken or deemed to have under such provisions of the SFO), or which
were recorded in the register required to be kept by the Company
pursuant to Section 352 of the SFO, or which were required to be
notified to the Company and the Stock Exchange pursuant to the Model
Code.
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Disclosure of Interests (continued)
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FERRNARQFRR D R AEEER
AR R AR

Substantial Shareholders’ Interests and Short
Positions in Shares and Underlying Shares of the
Company

As at 30 June 2016, the interests and short positions of the persons, RZZE—XFNA=1tH BARAEELT
ZITHABI » LT ATRARRQRRG LB
B EEEREES KB KGIE 336 1878
TEEZECMTmaagmERRAR DT

other than the Directors and chief executives of the Company, in the
Shares and underlying Shares of the Company as recorded in the register
required to be kept under Section 336 of the SFO were as follows:

Long positions in Shares:

REAIFE -

Approximate
percentage of
Shareholding
in the Company

(Note 1)

Total number of EARAT R

Name of Shareholder Capacity/Nature of Interest Shares interested e

RERER B EmtE BFERENROEY GEAY

USUM Investment Group Beneficial owner 1,008,885,181 62.29%
Hong Kong Limited BE=mEEA (Note 2)
AERERE (FE)FRAA] (P#E2)

USUM Investment Group Limited Interest in controlled corporations 1,008,885,181 62.29%
MERERERNERAR RE AR 2 s (Note 2)
(FzE2)

Loncin Holdings Co., Ltd. Interest in controlled corporations 1,008,885,181 62.29%
BEERARA RREFER 2 s (Note 2)
(FzE2)

Loncin Group Co., Ltd. Interest in controlled corporations 1,008,885,181 62.29%
BEEEERAR NEEGEE 2 (Note 2)
(FzE2)

Mr. Tu Jianhua Interest in controlled corporations 1,008,885,181 62.29%
REERE RE AR 2 s (Note 2)
(FfiE2)

Tai Security Holding Limited Beneficial owner 110,197,990 6.80%
BEmlEaA (Note 3)
(f7E3)

ERRMEEFRATF
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Disclosure of Interests (continued)
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Substantial Shareholders’ Interests and Short
Positions in Shares and Underlying Shares of the

Company (continued)
Long positions in Shares: (continued)

FERRNARQFRR D R AEEER
R AR (F)

RipeyiFg « (&)

Approximate
percentage of
Shareholding
in the Company

(Note 1)
Total number of EARAT RAE
Name of Shareholder Capacity/Nature of Interest Shares interested BABESL
BRRER 51/ REME BFEREENROEY (B&E1)
Central Huijin Investment Ltd. Person having a security interest in shares 100,000,000 6.17%
PRESHRARRETAA EARRMEREZZAL
China Construction Bank Corporation  Person having a security interest in shares 100,000,000 6.17%
B RRIRITIRD B IR ERRMERERZ AL
Good Union Hong Kong Investment Beneficial owner 97,000,000 5.99%
Limited Bala A (Note 4)
EEEBREERRAA (FfizE4)
Mr. Zhang Mingjie Interest in controlled corporations 207,197,990 12.79%

REARSE L

REEHEE 2 ez

Notes:

(2)

Chiho-Tiande Group Limited

As at 30 June 2016, the total number of issued Shares of the Company was
1,619,738,291 Shares.

The 1,008,885,181 Shares were held by the USUMHK, a company in which Mr.
Tu was indirectly interested. USUMHK is directly wholly owned by USUM Group, a
limited liability company incorporated in the PRC. The single largest shareholder of
USUM Group is Loncin Holdings, with an equity interest in USUM Group of 46.78%.
The remaining equity interests in USUM Group are held by 21 individuals and 30
companies, all of whom are independent third parties of Loncin Holdings and Mr.
Tu, and they each hold between 0.32% to 8.12% equity interests in USUM Group.
Loncin Holdings is 98% owned by Loncin Group and 2% owned by Mr. Tu. Loncin
Group is 98% owned by Mr. Tu; 1% owned by Ms. Tu Jianmin and 1% owned by Ms.
Tu Jianrong, both being sisters of Mr. Tu. USUMHK held 1,008,885,181 Shares as at
30 June 2016. Therefore, Mr. Tu was deemed to be interested in the Shares held by
USUMHK pursuant to the SFO.

Interim Report 2016

(Notes 3 & 4)
(3% 4)
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Disclosure of Interests (continued)
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Substantial Shareholders’ Interests and Short
Positions in Shares and Underlying Shares of the
Company (continued)

Notes: (continued)

(3) The 110,197,990 Shares were held by Tai Security as beneficial owner and Tai Security
is directly wholly-owned by Mr. Zhang as at 30 June 2016. Therefore, Mr. Zhang was
deemed to be interested in the same number of Shares as held by Tai Security pursuant
to the SFO.

(4) The 97,000,000 Shares were held by Good Union as beneficial owner and Good Union
is directly wholly-owned by Mr. Zhang as at the 30 June 2016. Therefore, Mr. Zhang
was deemed to be interested in the same number of Shares as held by Good Union
pursuant to the SFO.

Save as disclosed above, as at 30 June 2016, the Company had not been
notified by any persons (other than the Directors and chief executives
of the Company) who had interests or short positions in the Shares or
underlying Shares of the Company which would fall to be disclosed to
the Company under the provisions of Divisions 2 and 3 of Part XV of the
SFO, or which were recorded in the register required to be kept by the
Company pursuant to Section 336 of the SFO.

TERRRAQFH
VSRR AR ()

BEE - ()

B0 R AH B IR

(3) RZZE—XEFENA=1H - Tai Security{EAE 5%
BAFHE 110,197,990 %7 + M Tai Security IR
EHEREEA - Bt REBEEFLBEE - R
SRR AR Tai Security #78 ME[R 2 B B (n = #
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Disclosure of Interests (continued)
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Share Option Scheme
The Company adopted a post-IPO share option scheme on 23 June 2010
(the "Post-IPO Share Option Scheme”).

The Post-IPO Share Option Scheme was approved by written resolutions
of the shareholders of the Company and is valid and effective for a
period of 10 years commencing on 23 June 2010. It is a share incentive
scheme established to recognize and acknowledge the contributions
that the eligible participants have or may have made to the Group.
Pursuant to the Post-IPO Share Option Scheme, the Board may, at its
discretion, offer to grant an option to any Director, employee, advisor,
consultant, distributor, contractor, supplier, customer, agent, business
partner, joint venture business partner, promoter, service provider of any
member of the Group.

When the Post-IPO Share Option Scheme was adopted on 23 June 2010
and as approved by the Listing Committee of the Stock Exchange, the
original scheme mandate limit in respect of which share options could
be granted under the Post-IPO Share Option Scheme was 100,000,000
Shares.

Pursuant to the extraordinary general meeting of the Company held on
23 May 2013 and the approval granted by the Listing Committee of the
Stock Exchange, the scheme mandate limit in respect of which share
options may be granted under the Post-IPO Share Option Scheme had
been refreshed such that the maximum number of Shares which may
be issued upon exercise of all share options to be granted under the
Post-IPO Share Option Scheme shall not exceed 104,449,920 Shares. No
share option has been granted under the Post-IPO Share Option Scheme
since the refreshment of the scheme mandate limit on 23 May 2013.

During the period from the date of listing of the Company on 12 July
2010 to 30 June 2016, the total number of the share options exercised,
lapsed and cancelled under the Post-IPO Share Option Scheme is
85,315,000 Shares.
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Disclosure of Interests (continued)
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Share Option Scheme (continued)

As of 30 June 2016, the total number of securities available for issue
under the Post-IPO Share Option Scheme remains the refreshed scheme
mandate limit, being 104,449,920 Shares, representing:

(i) 6.575% of the total number of Shares of the Company as at 31
December 2015;

(i)  6.449% of the total number of Shares of the Company as at 23
March 2016 (i.e. the date of the annual report of the Company for
the year ended 31 December 2015); and

(iii)  6.449% of the total number of Shares of the Company as at 30
June 2016.

The total number of Shares issued and which may fall to be issued upon
exercise of the options granted under the Post-IPO Share Option Scheme
to eligible participants in any 12 months period up to the date of grant
shall not exceed 1% of the Shares in issue as at the date of grant. Any
further grant of options in excess of this 1% limit shall be subject to the
approval of shareholders in a general meeting.

The subscription price of a Share in respect of any particular option
granted under the Post-IPO Share Option Scheme shall not be less than
the higher of: (i) the closing price of the Shares as stated in the Stock
Exchange's daily quotation sheets on the date of grant; (ii) the average
of the closing prices of the Shares as stated in the Stock Exchange's daily
quotation sheets for the five trading days immediately preceding the
date of grant; or (iii) the nominal value of a Share.
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Disclosure of Interests (continued)
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Share Option Scheme (continued) BT El ()
As at 30 June 2016, details of the share options granted under the Post-  RZ_Z—"EXNA=1H @ BIEE R AMHEE
IPO Share Option Scheme are as follows: BEREEMREBIREFBOT ¢
Number of Number of
Shares subject Shares
to outstanding subject to
options as at outstanding  Approximate
1 January 2016 Number of Number of Numberof ~optionsasat percentage of
Date of Grant Exercise RZE-RE options options options ~ 30June 2016 shareholding
(dd/mmiyyyy) price per Exercisable -A-8 granted exercised lapsed  WZE-7E inthe Company
(Note 1) Share period AT during during during ~A=TH (Note )
ik (HKS) (ddimmiyyy) LERE the period the period the period A2 ERAEz
Grantees (B/8/%) SRRE k8 ¥R HREL Bifik IRXN BREVRZ REAHASM
ARA (1) (E7) (8/7/%) Rt Ehigg Ehiege BhEss Rt (t2)
Employees and other 280032012 4186 2800312013 - 2710312016 80,000 0 60,000 20,000 0 -
particpants 5 TF-CEZACTNRE
EERERSER ZEZT/R 3-AEZRt4A
2810312014 - 2710372016 516,000 0 106,000 410,000 0 -

“F-F=A-t/\BZ

ZE-NESRCHR

280032015 - 27/03/2016 1,592,000 0 20,000 1,572,000 0 -
“R-IESACHEE

“E-EZACTHA

(Note 3)

(hiiE3)

Total &3 2,188,000 0 186,000 2,002,000 0 -
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Share Option Scheme (continued)

Notes:

(1) The date on which the Company offered to the grantees the share options under the
Post-IPO Share Option Scheme (the “Date of Grant”).

(2) As at 30 June 2016, the total number of issued Shares of the Company was
1,619,738,291 Shares.

(3) Each of the grantees to whom share options have been conditionally granted under
the Post-IPO Share Option Scheme will be entitled to exercise:

(i) as to 30% of the total number of share options granted at any time during
the period commencing from the first anniversary of the Date of Grant, i.e. 28
March 2013, to the date immediately before the fourth anniversary of the Date
of Grant, i.e. 27 March 2016 (both dates inclusive);

(ii) as to 30%, from the second anniversary of the Date of Grant, i.e. 28 March
2014, to the date immediately before the fourth anniversary of the Date of
Grant, i.e. 27 March 2016 (both dates inclusive); and

(iii) as to 40%, from the third anniversary of the Date of Grant, i.e. 28 March
2015, to the date immediately before the fourth anniversary of the Date of
Grant, i.e. 27 March 2016 (both dates inclusive).

(4) The weighted average closing price of the Company’s Shares immediately before the
dates on which the share options were exercised was HK$4.45 for the exercise price
of HK$4.186.

Save as disclosed above, no share options were granted, cancelled
or lapsed as at 30 June 2016. An offer of the grant of a share option
shall be accepted by the eligible participants within a period of 28 days
from the date of grant of share option. The consideration paid by each
grantee for the acceptance and grant of each share option is HK$1.00,
which has to be paid within 28 days.

BREsTE (&)
Bt
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Corporate Governance and Other Information

TEESRAMESR

Compliance with the Corporate Governance
Code

Throughout the period for the six months ended 30 June 2016, the
Company has complied with all the applicable code provisions of the
Corporate Governance Code contained in Appendix 14 to the Listing
Rules (the “CG Code"”) with exceptions as explained below:

During the period from 16 February 2016 to 31 March 2016, the roles
of the chairman and chief executive officer of the Company had not
been segregated as required by the provision A.2.1 of the CG Code
because Mr. Tu Jianhua, the Chairman of the Board, also acted as the
Chief Executive Officer of the Company after the resignation of Mr.
Fang Ankong, the former Chief Executive Office of the Company, on
16 February 2016. On 1 April 2016, Mr. Zhang Jun was appointed as
the Chief Executive Officer of the Company and Mr. Tu Jianhua has
remained as the Chairman of the Board since then.

Sufficiency of Public Float

The Company did not fulfill the minimum public float requirement
of 25% under Rule 8.08(1)(a) of the Listing Rules after the close of
unconditional mandatory general cash offers on 15 February 2016.
The Company made an application to the Stock Exchange for and the
Stock Exchange granted a temporary waiver from strict compliance with
Rule 8.08(1)(a) of the Listing Rules for a period of three months from
15 February 2016 to 14 May 2016 (the “Waiver”). As disclosed in the
Company’s announcement dated 3 June 2016, the Company applied to
the Stock Exchange and the Stock Exchange granted an extension of the
Waiver from 15 May 2016 to 14 August 2016.

On 18 July 2016, the Company announced that its public float was
restored to 25.12% after it was informed that Good Union Hong Kong
Investment Limited transferred an aggregate of 32,000,000 shares in the
Company to an independent third party. Accordingly, the public float
of the Company had been restored to at least 25% of the issued share
capital of the Company in compliance with Rule 8.08(1)(a) of the Listing
Rules.

Compliance with the Model Code for Securities
Transactions by Directors

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) contained in Appendix
10 to the Listing Rules as the guidelines for the Directors’ dealings in the
securities of the Company. Upon specific enquiries with all the Directors,
each of them confirmed that they have complied with the required
standards set out in the Model Code during the six months ended 30
June 2016 in relation to their securities dealings, if any.
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BHE-_T-RFRA=ZTHIXERSHHE

ARREET ETRAME+ORAE(EERE

EE\—TEW (TREEATAI)) BpT A B A TR
* AT P AL BB S

EE g_/\g ﬂ-f—/\Elif? /\ﬁE )E]
=t+—RHHE AREFSIEARERLN
RRFRITRER T LB REN T —RFZ
ATRHBHERFRERRRITHES - ARF

T RITBEH M E I AR RS EE AT
EXA2ARMERTARSD - R-ZF—XFN
A—R REAERZE/RRRTTREE -
iERGERRETHEBSETERSER -

REARERE
RIZZE—AR"FZA+RBEEKEGFEHE—MR
SENEILE AR AREHLEMHRAUE
MWUUWETE%EﬁQ%%%EﬁEO
RARMBRABAFERBIAAEELE =
—NF_At+RHE=Z— /\EﬁﬂerEJt
REA=EARNERREBERET EMRUNE
8.08(1)(a)ii([# R ) - MARLRFREA T
—~NFAAZBENAEIHEE - AARRER
PR R e eE T —FHA
THEERE=ZFT—XF/\A+WEA -

RZZE—XFLtA+N\B ARREMREE
BEEREREBRAGIM—BBILE=HE
5 32,000,000 EAEARQRIRMDE - ARAF
NEFREMEZE25.12% At KARAZ
ANBEFREEMEBEERRARBBITIRAZED
25% ' & LR AIE 8.08(1)(a) 1§ 2 MR 7E °

BFERETRESFR G ZIEESFE|

ARBDRA_LETARRPERA P8 EHEITA
ERETEFRZHRESTRI([RETR ) E
REZEEARAEZFNES - KRAZRES
FHABERE  JSEFER  HE-T X
FRA=TRHIEARBEA REETHELFEER
(anF) BB THREST ARSI AR R E 2R -



Corporate Governance and Other Information (continued)

TEERRHEMER (&

The Model Code has extended to be applicable to senior management
and relevant employees who likely possess inside information of the
Company.

Purchase, Sale or Redemption of the Company’s
Listed Securities

Neither the Company nor any of its subsidiaries had purchased, sold
or redeemed any of the listed securities of the Company during the six
months ended 30 June 2016.

Interim Dividend

The Directors do not recommend the payment of an interim dividend for
the six months ended 30 June 2016. Accordingly, no closure of Register
of Members of the Company is proposed.

Interim Results

The Audit Committee has reviewed this interim report comprising
the unaudited condensed consolidated results of the Group for the
six months ended 30 June 2016, which have also been reviewed by
Deloitte Touche Tohmatsu, certified public accountants in Hong Kong
in accordance with Hong Kong Standard on Review Engagements 2410
“Review of Interim Financial Information Performed by the Independent
Auditor of the Entity” issued by the Hong Kong Institute of Certified
Public Accountants.

Changes of Information of Director

Pursuant to Rule 13.51B of the Listing Rules, a change in any of the
information of the Directors of the Company subsequent to the date of
the 2015 Annual Report of the Company is required to be disclosed.

Dr. Loke Yu, an Independent Non-Executive Director of the Company,
was appointed as an independent non-executive director of Forebase
International Holdings Limited (Stock Code: 2310) with effect from
18 April 2016 and Hang Sang (Siu Po) International Holding Company
Limited (Stock Code: 3626) with effect from 26 April 2016, respectively.
Both companies are listed on the Main Board of The Stock Exchange of
Hong Kong Limited.
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Report on Review of Condensed Consolidated Financial Statements

ARG E M B HRREMRE

Deloitte.
=)

TO THE BOARD OF DIRECTORS OF CHIHO-TIANDE GROUP LIMITED
(incorporated in the Cayman Islands with limited liability)

Introduction

We have reviewed the condensed consolidated financial statements
of Chiho-Tiande Group Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 34 to 80,
which comprise the condensed consolidated statement of financial
position as of 30 June 2016 and the related condensed consolidated
statement of profit or loss and other comprehensive income, statement
of changes in equity and statement of cash flows for the six-month
period then ended, and certain explanatory notes. The Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited
require the preparation of a report on interim financial information to
be in compliance with the relevant provisions thereof and Hong Kong
Accounting Standard 34 “Interim Financial Reporting” (“HKAS 34")
issued by the Hong Kong Institute of Certified Public Accountants.
The directors of the Company are responsible for the preparation and
presentation of these condensed consolidated financial statements in
accordance with HKAS 34. Our responsibility is to express a conclusion
on these condensed consolidated financial statements based on
our review, and to report our conclusion solely to you, as a body, in
accordance with our agreed terms of engagement, and for no other
purpose. We do not assume responsibility towards or accept liability to
any other person for the contents of this report.

Scope of review

We conducted our review in accordance with Hong Kong Standard on
Review Engagements 2410 “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity” issued by the
Hong Kong Institute of Certified Public Accountants. A review of
these condensed consolidated financial statements consists of making
inquiries, primarily of persons responsible for financial and accounting
matters, and applying analytical and other review procedures. A review
is substantially less in scope than an audit conducted in accordance with
Hong Kong Standards on Auditing and consequently does not enable
us to obtain assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly, we do not
express an audit opinion.
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Report on Review of Condensed Consolidated Financial Statements (continued)

Conclusion

Based on our review, nothing has come to our attention that causes us
to believe that the condensed consolidated financial statements are not
prepared, in all material respects, in accordance with HKAS 34.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

23 August 2016
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income
HRGEEERAMEERKER

For the six months ended 30 June 2016 &#Z —ZF—/"FNA=+HIEAEA

Six months ended 30 June
BEAA=tHLREAR

2016 2015
—E-RE —T-1F
NOTES HK$'000 HK$'000
[ TERT TET
(Unaudited) (Unaudited)
(REER) (REEZ)
Revenue Yozx 3 1,513,398 1,779,975
Cost of sales HEMA (1,447,793) (1,718,466)
Gross profit EF 65,605 61,509
Other income HAzA 20,379 42,809
Other gains and losses H it s R 518 4 (100,457) (902,000)
Distribution and selling expenses DHRHERR (6,023) (4,826)
Administrative expenses IBRAX (83,663) (67,916)
Other expenses HihFx (27,114) =
Finance costs B PR AR 5 (40,760) (75,618)
Share of profit of an associate B E R Es A 314 308
Loss before tax BB RIEE (171,719) (945,734)
Income tax expense FEHRX 6 (423) (1,070)
Loss for the period BRER 7 (172,142) (946,804)
Other comprehensive expense Hit2EEX
Item that will not be reclassified subsequently HEBTeENHBRERNER
to profit or loss:
Exchange difference arising on translation BEREREREEMER 58
to presentation currency (17,400) (954)
Item that may be reclassified subsequently Hg s s BEmER ¢

to profit or loss:

Fair value loss on available-for-sale investment A4t HERE 2 AT EEE - (2,995)
Other comprehensive expense for the period HREMhEERS (17,400) (3,949)
Total comprehensive expense for the period HRN2EMY 85 (189,542) (950,753)
Loss for the period attributable to: AT & A G EREE :

Owners of the Company AREHEEA (170,498) (949,641)

Non-controlling interests MR (1,644) 2,837

(172,142) (946,804)
Total comprehensive expense for the period NS A RSN ERE LA

attributable to:

Owners of the Company ARREEA (188,797) (953,555)

Non-controlling interests FErER iR (745) 2,802

(189,542) (950,753)
HKS$ HK'$
BT BT

Loss per share BRER
— basic 7 9 (0.106) (0.809)
- diluted —#3 9 (0.106) (0.809)

Chiho-Tiande Group Limited
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Condensed Consolidated Statement of Financial Position
AR S IR R

At 30 June 2016 R=ZF—R"FA=1H

At At
30 June 31 December
2016 2015
R-F—XRE R=ZZT—FRF
~B=1H +=—A=+—8H
NOTES HK$'000 HK$'000
Bt FHET FAIT
(Unaudited) (Audited)
(REER) 3
Non-current assets FRBEE
Property, plant and equipment M - BB KRR 10 750,129 548,129
Prepaid lease payments TBREE 529,617 507,853
Investment property "EYHE 20,256 20,954
Goodwill (RS 26 14,659 -
Interest in an associate P NS = 2,378 2,064
Deposits paid for acquisition of WHEYIZ - B R
property, plant and equipment ZEN RS 19,205 25,546
Loan receivables FEWE K 11 129,994 -
Deposit paid for purchase of BERWERZEMNiES
loan receivables 11 2,205,645 -
Deferred tax assets RIETIEEE 454 486
3,672,337 1,105,032
Current assets REEE
Inventories FE 784,238 975,784
Trade and other receivables B 5 R A fb FEWGRIE 12 183,074 215,230
Prepaid lease payments ERHEE 13,577 12,603
Fixed return investment & E Bl 3% & 13 306,214 -
Held for trading investments FIEEERE 23 35,281 -
Derivative financial instruments MTEERTA 23 211 73
Tax recoverable AT B IE 1,086 11,460
Pledged bank deposits IR ITIER 215,265 132,022
Bank balances and cash RITER KRR ® 820,127 3,585,720
2,359,073 4,932,892
Current liabilities nREAE
Trade, bills and other payables B 5  ZRREMENFIE 14 374,278 222,351
Derivative financial instruments TEERTA 23 17 -
Tax payable FERTHLIE 1,927 1,989
Bank borrowings ERITIEFK 15 1,059,569 1,095,156
Other borrowings H R 16 128,070 161,559
Debt component of convertible bonds AT #RES M B E D 16 62,715 =
Embedded derivative components of AHRREFRARITET A S
convertible bonds 16 7,147 -
1,633,723 1,481,055
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l Condensed Consolidated Statement of Financial Position (continued)

RS BRI & ()

At 30 June 2016 R—ZE—RENA=1H

At At
30 June 31 December
2016 2015

R-B—XF  R-T-8F
ANAZ+E  toA=t-H

NOTES HK$'000 HK$'000
Bt FHET FAIT
(Unaudited) (Audited)
(REER) 3
Net current assets MBI EEFE 725,350 3,451,837
Total assets less current liabilities BEABERTEAE 4,397,687 4,556,869
Capital and reserves AR &
Share capital N 17 16,197 15,885
Share premium and reserves A&7 (B & 4,395,495 4,472,090
Equity attributable to owners RABHEE AEIHER
of the Company 4,411,692 4,487,975
Non-controlling interests PR i A (43,986) (74,141)
Total equity R 4,367,706 4,413,834
Non-current liabilities FRBEE
Other borrowings EHABIEK 16 - 44,775
Debt component of convertible bonds AT #R(EHFHEEE 5D 16 - 58,812
Embedded derivative components of ARREFRARITELAEE S
convertible bonds 16 - 9,615
Deferred tax liabilities RIEFIE S & 29,981 29,833
29,981 143,035
4,397,687 4,556,869
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Condensed Consolidated Statement of Changes in Equity ;
Euscgnrnx b

For the six months ended 30 June 2016 HZ —Z—"FXA=1+HIE/XEA

Attributable to owners of the Company

ARRREARL
Foreign Attributable
Capital Share Statutory  Enterprise Investment  currency to non-
Share Share redemption option Capital  general expansion revaluation translation Accumulated controlling
capital  premium  reserve  reserve  reserve  reserve fund  reserve  reserve losses ~ Sub-total interests Total
Bt #4RE  BRE #x EE i 3 RE e FiER

R& HE i B B -REFE BREE EfRE EXBE ZHEE Nt RRER &t
HK$'000  HKS'000  HK$'000  HK$'000  HKS'000  HK$'000  HK§'000  HK$'000  HKS'000  HK$'000  HK$'000  HKS'000  HK$'000
T Thr T 7 Thr T T Th Thr T T Thr T
(note ) (noteii) (note ii
(Biek)  (iakii)  (BaEi)

At 1 January 2015 (audited) AZ2-1E-A-A(8%H) 10,494 909,061 24 20383 222760 105046 105046 - 161,751 (810715 724050  (80,694) 64335

Loss for the period BAEE - - - - - - - - - (949641)  (949,641) 2837 (946,804)
Bchange difference arising B EHEH
on translation to presentation ~ EEHEREE

arrency - - - = = = = = (919) = (919) (39) (954)
Fair value loss on AHHERE
avallable-forsale investment  ATEFE - - - - - - - (2,99) - - (2.99) - (2,99)

Total comprehensive expense A2 ER%ERE

for the period = = = = = = = (2.995) (919)  (949.641)  (953,555) 2802 (950,753)
Issue of shares 2610 4569 4,112,100 - - - - - - - - 4,116,669 - 4,116,669
Cost of issuance of shares ik nZM‘ - (6,59) - - - - - - - - 6,59) - (6,59)
Conversion of convertible bonds TR fE% 76 804517 - - - - - - - - 805243 - 805243
Exercise of share options TERRE 81 52,975 - (13,741) - - - - - - 39,315 - 39,315
Lapse of share options BRERN - - - (3,360) - - - - - 3,360 - - -
Recognition of equity-settled E%’é &

share-based payments - - - 18 - - - - - - 198 - 428
Transfer of reserve - - - - - 260 260 - - (520) - - -
At 30 June 2015

(unaudited) 15870 5,872,057 24 3710 222,760 105,306 105,306 (2,995 160,832 (1,757,516) 4725554 (77,892) 4,647,662

1 January 2016 (audited) 15,885 5,864,803 24 1354 222,760 105,089 105,089 - 118,755  (1,945.984) 4,487,975 (74141) 4413834
Loss for the period - - - - - - - - - (170,498)  (170,498) (1,644)  (172,142)
Exchange difference arising 3

on translation to %iﬂ[ § #

presentation currency - - - - - - - - (18,299) - (18299 899 (17.400)
Total comprehensive expense ~ BRZERLER

for the period - - - - - - - - (18,299)  (170,498)  (188,797) (745) (189,542
Issue of shares &ihkdn 30 111425 - - - - - - - - M - M
Capital contribution from ERERTE

non-controlling interests - - - - - - - - - - - 30,900 30,900
Erercise of share options IERRE 2 1,088 - (311) - - - - - - 9 - m
Lapse of share options BRELN - - - (1,083) - - - - - 1,083 - - -
At30 June 2016 RZB-RERAZTH

(unaudited) (RE2H) 16,197 5,977,316 24 - 222,760 105,089 105,089 - 100,456 (2,115439) 4,411,692 (43,986) 4,367,706
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Condensed Consolidated Statement of Changes in Equity (continued)

ERGE R B R (A)

For the six months ended 30 June 2016 HZE—Z— ~FA=THINEA

notes:

(0]

(i)

Capital reserve represents the sum of (a) the difference between the nominal value
of the aggregate share capital and share premium of the subsidiaries acquired by
the Company upon a group reorganisation in 2008 and the nominal value of the
Company'’s shares issued in exchange and (b) a capitalisation of shareholders’ loans in
2010.

Statutory general reserve and enterprise expansion fund represent the appropriation
of 10% of profit after tax determined based on the relevant accounting rules and
regulations of the People’s Republic of China (the “PRC") as required by the Articles
of Association of the Company’s PRC subsidiaries. The appropriation may cease to
apply if the balance of the statutory general reserve and enterprise expansion fund has
reached 50% of the PRC subsidiaries’ registered capital. The statutory general reserve
and enterprise expansion fund can be used to make up prior year losses or to increase

share capital.
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Condensed Consolidated Statement of Cash Flows ;
sRssnenes o

For the six months ended 30 June 2016 #HZE —Z—NF /XA =1H L/ I)EJ

Six months ended 30 June
BEAA=tHLREAR

2016 2015
—nE —Z-RF
NOTES HK$'000 HK$'000
i3 THT THT
(Unaudited) (Unaudited)
(REER) (REER)
Net cash from operating activities B ERMEReFE 226,461 16,448
Investing activities REEH
Placement of deposit for purchase BFAEERNESNEZS
of loan receivables (2,273,894) -
Purchases of fixed return investment BEETEREE (300,000) (72,277)
Placement of pledged bank deposits BFABBRRITER (218,795) (201,785)
Purchase of loan receivables RERKER (130,178) -
Purchases of property, plant and equipment BEWE  BEREE (44,525) (58,571)
Net cash outflow on acquisition of subsidiaries ~ WEEHBA R 2R E I FE 26 (38,599) -
Withdrawal of pledged bank deposits RRBEARITIER 132,942 255,726
Other investing activities Hip R & RS (6,198) 4,569
Net cash used in investing activities REZHFARLFHE (2,879,247) (72,338)
Financing activities MEED
Repayment of bank borrowings BRBITER (962,834) (1,686,948)
Repayment of other borrowings BREMER (89,000) -
Net proceeds from issue of shares BOIRM TG HIETFE - 4,110,073
Advance from a director RE—BESHNBN - 62,021
Proceeds from issue of shares through ERTERRERTRG
exercise of share options LS 779 39,315
Capital contribution from FEREDLE
non-controlling interests 30,900
New bank borrowings raised FERITRER 910,163 1,259,408
Net cash (used in) from financing activities REEE () EREFHE (109,992) 3,783,869
Net (decrease) increase in cash RekFReFEER
and cash equivalents FECHL)EM (2,762,778) 3,727,979
Cash and cash equivalents at 1 January R—A—BzRe kB &%EER 3,585,720 270,835
Effect of foreign exchange rate changes HNEER BB 2 (2,815) (2,187)
Cash and cash equivalents at 30 June RAAZTBZReRAEEEER
represented by bank balances and cash (BRTHERRER) 820,127 3,996,627
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Notes to the Condensed Consolidated Financial Statements
GEEE RS S E

For the six months ended 30 June 2016 BZE—ZF—"FA=T+HIN@EA

1.

Chiho-Tiande Group Limited

BASIS OF PREPARATION

The condensed consolidated financial statements have been
prepared in accordance with Hong Kong Accounting Standard 34
("HKAS 34") Interim Financial Reporting issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA") as well as
with the applicable disclosure requirements of Appendix 16 to the
Rules Governing the Listing of Securities on the Stock Exchange of
Hong Kong Limited (the “Listing Rules”).

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been
prepared on the historical cost basis, except for certain financial
instruments that are measured at fair values, at the end of each
reporting period.

The accounting policies and methods of computation used in
the condensed consolidated financial statements for the six
months ended 30 June 2016 are the same as those followed
in the preparation of the Group’s annual consolidated financial
statements for the year ended 31 December 2015. In addition,
the Group applied the following accounting policies which are
relevant to the Group during the interim period.

Business combination

Acquisitions of businesses are accounted for using the acquisition
method. The consideration transferred in a business combination
is measured at fair value, which is calculated as the sum of the
acquisition-date fair values of the assets transferred by the Group,
liabilities incurred by the Group to the former owners of the
acquiree and the equity interests issued by the Group in exchange
for control of the acquiree. Acquisition-related costs are generally
recognised in profit or loss as incurred.

Interim Report 2016
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Notes to the Condensed Consolidated Financial Statements (continued)

AR RIS SRR M o ()

For the six months ended 30 June 2016 HZE _—Z— ~FNA=1+HIL/NEA

PRINCIPAL ACCOUNTING POLICIES (continued)
Business combination (continued)

At the acquisition date, the identifiable assets acquired and the
liabilities assumed are recognised at their fair value, except that:

° deferred tax assets or liabilities, and assets or liabilities
related to employee benefit arrangements are recognised
and measured in accordance with HKAS 12 /ncome Taxes
and HKAS 19 Employee Benefits respectively;

° liabilities or equity instruments related to share-based
payment arrangements of the acquiree or share-based
payment arrangements of the Group entered into to
replace share-based payment arrangements of the acquiree
are measured in accordance with HKFRS 2 Share-based
Payment at the acquisition date (see the accounting policy
below); and

. assets (or disposal groups) that are classified as held for
sale in accordance with HKFRS 5 Non-current Assets Held
for Sale and Discontinued Operations are measured in
accordance with that standard.

Goodwill is measured as the excess of the sum of the
consideration transferred, the amount of any non-controlling
interests in the acquiree, and the fair value of the acquirer’s
previously held equity interest in the acquiree (if any) over the net
of the acquisition-date amounts of the identifiable assets acquired
and the liabilities assumed. If, after re-assessment, the net of
the acquisition-date amounts of the identifiable assets acquired
and liabilities assumed exceeds the sum of the consideration
transferred, the amount of any non-controlling interests in
the acquiree and the fair value of the acquirer’s previously
held interest in the acquiree (if any), the excess is recognised
immediately in profit or loss as a bargain purchase gain.
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Notes to the Condensed Consolidated Financial Statements (continued)
l ARG M S m R M (&)

For the six months ended 30 June 2016 HZE—Z— ~FA=THINEA

42

PRINCIPAL ACCOUNTING POLICIES (continued)
Goodwill

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

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

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

On disposal of the relevant cash-generating unit, the attributable
amount of goodwill is included in the determination of the
amount of profit or loss on disposal.

Chiho-Tiande Group Limited Interim Report 2016
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2.

Notes to the Condensed Consolidated Financial Statements (continued)

AR 2 R R ()

For the six months ended 30 June 2016 #Z%E —

PRINCIPAL ACCOUNTING POLICIES (continued)
In the current interim period, the Group has applied, for the
first time, the following amendments to Hong Kong Financial
Reporting Standards (“HKFRSs") issued by the HKICPA:

Amendments to HKAS 1 Disclosure Initiative

Amendments to HKAS 16
and HKAS 38

Clarification of Acceptable
Methods of Depreciation and
Amortisation

Amendments to HKAS 16
and HKAS 41

Agriculture: Bearer Plants

Amendments to HKFRS 10,
HKFRS 12 and HKAS 28

Investment Entities: Applying the
Consolidation Exception

Amendments to HKFRS 11 Accounting for Acquisitions of
Interests in Joint Operations
Annual Improvements to HKFRSs

2012-2014 Cycle

Amendments to HKFRSs

The application of the amendments to HKFRSs in the current
interim period has had no material impact on the Group'’s financial
performance and positions for the current and prior periods and/
or disclosures set out in these condensed consolidated financial
statements.
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Notes to the Condensed Consolidated Financial Statements (continued)

AR & B RS SRR MY o ()

For the six months ended 30 June 2016 HZE—Z— ~FA=THINEA

A

3. SEGMENT INFORMATION 3.

The following is an analysis of the Group’s segment revenues and

o EPER
AT AEEBRT2RS BEIHHEE

segment results by operating and reportable segments. B 5 ZB Uz R D EBEE DT ©

Six months ended 30 June 2016 BE-ZE—R"EXNA=1HIEAEA
Metal recycling businss Foundry business Wholesales business
SRELER BERE fazh
Other
Other  Aluminium- metal scrap
Copper Steel - Aluminium Iron metal alloy Copperrod  without ~ Copper
scrap scrap serap serap srap  ingots  andwire processing  cathode Elimination Total
4 HER  EfANI
] i ] L] BE o EER i fif  BER ] ¥ it
HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000

T  fén TR TR TR TEn TR A TR TEm TEn

44

REVENUE i
External sales s 940,981 185,868 61,952 42315 11,673 64,842 2011 203,6% - - 1513398
Inter-seqment sales AEEHE - 0 8 - 19 - - 49169 - (492,001) -
Total segment revenue APEES 940981 185897 62,040 42375 11865 64802 2011 695,388 - (492,001) 151339
Seqment profit loss) A9EH (B8) 25,026 1811 23% 764 5,150 2062 (26) 35919 - (169) 65605
Other income EHIA 20379
Other gains and losses AfhaRER (100,457)
Distrbuton and sellng PHRHERR

expenses (6,023)
Adminisrative expenses MR (83,663)
Other expenses EHFR (21,119
Finance costs (40,760)
Share of profit of an associate AN 314
Loss before tax hiiER (11,119
Income tax expense fERRR (43)
Loss forthe period BNEE (112.14)

Chiho-Tiande Group Limited

Interim Report 2016
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Notes to the Condensed Consolidated Financial Statements (continued)

AR RIS SRR M o ()

For the six months ended 30 June 2016 HZE _—Z— ~FNA=1+HIL/NEA

SEGMENT INFORMATION (continued)

Six months ended 30 June 2015

HE_ZT-—RFANA=THIAEH

Metal recycling business Foundry busingss Wholesales business
SEELER REEH iEES
Other
Other Aluminium- metal scrap
Copper Steel - Aluminium Iron metal aloy Copperrod  without  Copper
SCrap SCrap sCrap SCrap srap  ingots  andwire processing  cathode  Elimination Total
ifp #ER EfiANI
B 4] R Y BB i B BeE BEF 4 &t
HKS'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS'000  HK§'000  HK$'000  HK$'000  HK$'000  HKS'000
Thr TEr TEr TR  TEr  TEr  TAr TR TEr  TEr  TiEn
REVENUE ()
External sales e 1053024 250476 88024 54472 16277 109573 13549 139627 48953 - 1,719975
Inter-segment sales AEEE 12,28 8332 68209 - 299 - - 505,092 - (594,234) -
Total segment revenue ANELE 1065306 264808 156253 54472 16576 109573 13549 644719 48953  (594,234) 1,779,975
Segment profit (loss) Aibad (B8) 35,293 447 10398 (2929 675 6,205 529 7,631 (040) (4539 61,509
Other income EfA 42,809
Other gains and losses AhsREE (902,000)
Distribution and seling AEREERR
EXDENses (4,826)
Administrative expenses TG (67,916)
Finance costs (75,618)
Share of profit of an associate 308
Loss before tax BHAEE (945,734)
Income tax expense FERRR (1,070)
Loss for the period Ly 3 (946,804)

Information on segment assets and segment liabilities of

the Group are not reviewed by the chief operating decision
maker (“CODM") for the purpose of resource allocation and
performance assessment nor otherwise regularly provided to the
CODM. As a result, no analysis of segment assets and segment

liabilities is presented.

HRAEENDRHEER DA EER
WABHEFEEERRE ([BREEERK
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EeRbEEERAET —TNFHEHRE
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A Notes to the Condensed Consolidated Financial Statements (continued)

AR & B RS SRR MY o ()

For the six months ended 30 June 2016 HZE—Z— ~FA=THINEA

4. OTHER GAINS AND LOSSES 4.

Hitt W= K &8

Six months ended 30 June
BZEA~A=1THIAEA

2016 2015
—E-RE —T—hF
HK$'000 HK$'000
FET FHET
(Loss) gain on fair value of: NFE(EE) W
— derivative financial — TSI A ()
instruments (note) (331) (315,786)
— held for trading investments —FEEERE (88,581) -
— embedded derivative — ARREFRA
components of convertible PTET A (MHFE16)
bonds (Note 16) 2,468 (559,913)
Bargain purchase gain on WiE— M E A RLZ
acquisition of a subsidiary HEYUE S (FTEE26)
(Note 26) 88,940 -
Loss on derecognition of IR FRER AT AR (B
convertible bonds (Note 16) ZE1E (fiEE 16) - (1,210)
Impairment loss on trade, B  EBRRHMEYRIE
bills and other receivables Z RS (482) -
Recovery of doubtful debts I B2 ER 5,154 2,525
Net foreign exchange loss P& 5 ESiEE R (107,023) (35,953)
(Loss) gain on disposal of HEME  BEK&E
property, plant and equipment (E18) k= (162) 3,641
Others Hth (440) 4,696
(100,457) (902,000)

note: The amount arose from aluminium, copper, lead, zinc, steel rebar and nickel
future contracts, foreign currency options, foreign currency forward contracts
and interest rate swap contract. During the period 30 June 2015, substantially
all of the loss on fair value change of derivative financial instruments was from
fair value change in aluminium, copper, zinc, steel rebar and nickel future
contracts (2016: nil).

Chiho-Tiande Group Limited Interim Report 2016
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Notes to the Condensed Consolidated Financial Statements (continued)
B4R M IS maRMiaE (&) l

For the six months ended 30 June 2016 HZE _—Z— ~FNA=1+HIL/NEA

FINANCE COSTS 5. BFESEA

Six months ended 30 June
BZEA~A=1THIAREA

2016 2015
—E-REF —T—RF
HK$'000 HK$'000
FHET FHT
Interest on bank borrowings IRITIE A ALE 20,734 23,155
Effective interest expense on AMRESREMEE 2
convertible bonds and BERA S (K 16)
other borrowings (Note 16) 20,026 51,367
Interest on loan from a former RE—BAESZZER
director (Note 21) A2 (FsE21) - 1,096
40,760 75,618
INCOME TAX EXPENSE PriS®iB 2

Six months ended 30 June

BEASA=+THILEAEA

2016 2015
—E-RF —T—ARF
HK$'000 HK$'000
FET T T
Current tax: BREAT IS :
The People’s Republic of REEARFEFME ([FHE])
China (the “PRC")
Enterprises Income Tax (“EIT") EMEH ([REMER]) 141 867
Other jurisdiction Hih R AR 101 244
242 1,111
Overprovision in prior periods: RiE 1 BRI R R B
PRC EIT B (PSR - (15)
242 1,096
Deferred tax expense (credit) RIEFIERF X (%) 181 (26)
423 1,070

EaRMEEERATF

—ENFREwRE
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Notes to the Condensed Consolidated Financial Statements (continued)
l ARG M S m R M (&)

For the six months ended 30 June 2016 HZE—Z— ~FA=THINEA

6. INCOME TAX EXPENSE (continued) 6. FTSHFAX (&)

No provision for Hong Kong Profit Tax has been made as the Hong A S M B A =) A R 8 B RS A I
R ot A B A R AT
1 o

Kong subsidiaries has no assessable profit for both periods.

RBEHEARAMBEEMAETOE (&
EMEBED R EMEHEE MK
Bl EMERARRRERENRER

Under the Law of the People’s Republic of China on Enterprise
Income Tax (the “EIT Law”) and Implementation Regulation of
the EIT Law, the tax rate of the PRC subsidiaries is 25% for both

periods. 25% °
Taxation arising in other jurisdiction is calculated at the rate PAE b BR[O B TBIR 4B B R

RRMBITHEE -

prevailing in the relevant jurisdiction.

7. LOSS FOR THE PERIOD 7. HAREE

Six months ended 30 June
BZEASA=1THLAEA

2016 2015
—E-RE —T—RF
HK$'000 HK$'000
FET FHET
Loss for the period has been HWEE - 2405 (GA)
arrived at after charging TFI&IE
(crediting):
Cost of inventories recognised ERBFZMFERA
as an expense 1,447,793 1,718,466
Depreciation of investment wEMETE
property 698 698
Depreciation of property, M - BB RFETE
plant and equipment 20,117 16,373
Share-based payment LARR 5 £ B REAT 3R
expense (Note 20) 2 ¥ (i3 20) - 428
Amortisation of prepaid TR 70 & 8
lease payments 6,743 5,304
Legal and professional fee EERBXER (GEAEM
(included in other expenses) A ) (fisE)
(note) 27,114 -
Interest income FEKA (9,932) (4,341)
note: The amount represents the legal and professional fee in relation to the Mzt : ZEBEAWUHERAEAR(BEERAF])

MEERREEBNEEREXEER -

potential equity acquisition of target company in Germany (the “Target

Company”).
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Notes to the Condensed Consolidated Financial Statements (continued)

RRERAR & B SRR ST () l}

For the six months ended 30 June 2016 HZE _—Z— ~FNA=1+HIL/NEA

DIVIDEND

No dividends were paid, declared or proposed during the current
and previous interim periods. The directors of the Company have
determined that no dividend will be paid in respect of the current
and previous interim periods.

LOSS PER SHARE
The calculations of the basic and diluted loss per share attributable
to owners of the Company are based on the following data:

IRE

TR FR R EA ) e 38 1 o H A ) A 4 R
- EIRSER S EMRSE - RARE
ZEIRE AT HHIRE FoB A HIEE A
BIRMEARE -

BRER
ADFRA AR SR AR A
TYELA T BB

Six months ended 30 June
BZA~A=1HILAEA

2016 2015
—E—-XE —E—RF
HK$'000 HK$'000
FET FAT
Loss i}
Loss for the period attributable ARFTEERERKR
to owners of the Company T RN/
for the purposes of basic WA AEIEEAEE
and diluted loss per share 170,498 949,641
Number of shares R
Weighted average number RRETHEFRERR
of ordinary shares for the BEsEnERRK
purposes of basic and IEEFEE R

diluted loss per share

In current and previous interim periods, the potential ordinary
shares attributable to the Company’s outstanding convertible
bonds, warrants and share options have anti-dilutive effect as the
assumed conversion and exercise would result in a decrease in loss

per share.

1,606,010,572 1,174,102,839

R HHARE RO o I HIRE - AR R
M ARTT AT HRRE S - BIREERE
BERGEEEARAGRETZE
R A R ITE A s G E A e R

oo

=

ESRMEBERAT T FHEERSE 49
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Notes to the Condensed Consolidated Financial Statements (continued)

AR & B RS SRR MY o ()

For the six months ended 30 June 2016 &% —=

10.

11.

12.

Chiho-Tiande Group Limited

PROPERTY, PLANT AND EQUIPMENT

During the current interim period, the Group acquired plant
and equipment of HK$44,525,000 (2015: HK$58,571,000) and
acquired plant and equipment of HK$194,348,000 (2015: nil)
through acquisition of subsidiaries.

LOAN RECEIVABLES AND DEPOSIT PAID FOR
PURCHASE OF LOAN RECEIVABLES

At 30 June 2016, the loan receivables of HK$129,994,000 (31
December 2015: nil) are unsecured and carry interest at London
Inter-bank Offered Rate (“LIBOR") plus 5.9% to 6.5% per annum.

At 30 June 2016, the Group placed a deposit of EUR256,000,000
(equivalent to HK$2,205,645,000) in an escrow account (the
“EUR Escrow Account”) for acquisition of rights and obligations
under certain loan agreements and promissory notes with
aggregate principal amount of EUR524,000,000 (equivalent to
HK$4,514,679,000) from certain independent lenders comprising
German financial institutions, international debt providers and
funds (the “Sellers”). The directors of the Company consider
that the purchase price of the loan receivables approximate its
fair value. In July 2016, the acquisition has been completed and
EUR239,998,000 (equivalent to HK$2,067,778,000) is released
from the EUR Escrow Account to the Sellers. The remaining
amount of EUR16,002,000 (equivalent to HK$137,870,000)
represented the settlement of assumed liabilities of the Target
Company which is agreed by all parties to release after the
completion date and the amount has not been released up to
the date of this report. Details are set out in the Company’s
announcements dated 2 May 2016, 28 June 2016, 20 July 2016
and 22 July 2016.

In the opinion of the directors, the loan receivables and deposit
paid for purchase of loan receivables will not be repaid within one
year. Therefore, the balances are classified as non-current.

TRADE AND OTHER RECEIVABLES

The Group generally allows its trade customers a credit period
of 30 to 90 days. A longer credit period may be granted to the
trade customers with good credit quality upon the approval of
management.

Interim Report 2016
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Notes to the Condensed Consolidated Financial Statements (continued)

AR RIS SRR M o ()

For the six months ended 30 June 2016 HZE _—Z— ~FNA=1+HIL/NEA

12. TRADE AND OTHER RECEIVABLES (continued) 12. ES K HEAMEWTIE (8)
The aged analysis of the Group’s trade receivables, net of RBEBRR - AEEE S EBGRENR
allowance for doubtful debts, at the end of the reporting period, RIEBHEENRR Y TIZEZ A H(HE
was prepared based on the invoice date which approximate to the W R B BAAEE) 25T
date of revenue recognition, is as follows:
At At
30 June 31 December
2016 2015
RZZ—REF R_T—HE
~A=1H +=—A=+—H
HK$'000 HK$'000
FET FHET
Trade receivables: B S EWGRIA
0-30 days 0£30H 61,168 9,915
31-60 days 31260H 12,823 1,396
61-90 days 61£290H - 2,010
91-180 days 91£180H - 11,767
Over 180 days Him180H 168 20,698
74,159 45,786
Other receivables: H b peUkIE
Deposits paid for purchase EERMzEfiEE
of raw materials 33,407 99,230
VAT recoverable AR EIS(ET 44,412 42,571
Deposits and prepayments Be RIENFRIE 21,748 21,113
Others A 9,348 6,530
108,915 169,444
183,074 215,230
13. FIXED RETURN INVESTMENT 13. EEERRKE

At 30 June 2016, the fixed return investment of HK$300,000,000
(31 December 2015: nil) represented investment carries fixed
interest at 7% per annum and will mature on 14 March 2017.
The principal amount and fixed return are guaranteed by a private
equity firm and the director of the private equity firm.

MR-TB—RENA=ZTHE BT @HZ
& 300,000,000 L (ZE—RHF+=
A=+—8  B)EEEF7% 2EEF
RHBRER-—Z—+5=A+mMBE3
HMRE - N REEEREHZLS
RIEARRALERELR ZESIRMEE
R o

EeRbEEERAET —TNFHEHRE
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For the six months ended 30 June 2016 HZE—Z— ~FA=THINEA

14. TRADE, BILLS AND OTHER PAYABLES 14.

The following is an aged analysis of trade and bills payables

presented based on the invoice date at the end of the reporting

Notes to the Condensed Consolidated Financial Statements (continued)

85  RERAMENTR
AT ARE SRR 558 5R0R R
RISRRE A M2IINRRAN -

period.
At At
30 June 31 December
2016 2015
RZZB—-RE RZT—hEF
ARA=+H +ZA=+—A8
HK$'000 HK$'000
FET T
Trade payables: B S ENFIA -
0-30 days 0%30H 86,604 32,138
31-60 days 31E60H 2,610 2,550
61-90 days 61£290H 2,873 669
91-180 days 912180H 800 407
Over 180 days #1180 H 7,896 12,278
100,783 48,042
Bills payables: ARESEE
0-30 days 0%30H 41,866 -
31-60 days 31260H 29,698 -
91-180 days 91&180H 526 6,072
72,090 6,072
Other payables: HAbFER A ¢
Other payables and accruals H AR R ER B R 92,500 59,417
Provision for pending R RARME (FI5E24)
litigations (Note 24) 47,501 48,460
Government surcharges TR 24,620 22,009
Payable for acquisition of WHEMZ - B &
property, plant and RAEH S SRR
equipment 26,143 27,032
Interest payables FERTFE 5,653 3,820
Receipts in advance FAW = P FIE
from customers 4,988 7,499
201,405 168,237
374,278 222,351

52 Chiho-Tiande Group Limited

Interim Report 2016




15.

16.

Notes to the Condensed Consolidated Financial Statements (continued)

For the six months ended 30 June 2016 #HZE & —

RS M BRI (F)
AENA=TEIEAMEA

BANK BORROWINGS 15. SRITERK
During the current interim period, the Group obtained AN HAER R - AN £ B S I 4R
new secured bank borrowings of HK$910,163,000 (2015: R 17 £ $ 910,163,000 L ( = =
HK$1,259,408,000) and made repayments of HK$962,834,000 — B % :1,259,408,000/% T ) & (&
(2015: HK$1,686,948,000). The bank borrowings bear effective 962,834,000 ;w( = & — A F:
interest rate from 1.23% to 5.00% per annum (2015: 0.91% to 1,686,948,00078 L) ° RITEFTIAN
7.38% per annum). F1.23% £5.00% (—FE—FF : 7|
ENTF0.91% £7.38%) 2 B FFI =
FTR e
CONVERTIBLE BONDS AND OTHER 16. O[APRES N EMERR
BORROWINGS
Embedded
Debt Derivative
component components
BmAR
BEH B4 PTETEBG
HK$'000 HK$'000
FHET T
Carrying amount at 1 January 2015 R=-Z—RAF— A —HZEAE 816,421 -
Derecognition of the Convertible EYH T R AT AR (& 55
Bonds | (815,800) -
Issuance of Convertible Bonds Il BT IR RRE S 655,771 161,239
Interest charge FEEA 77,561 =
Interest paid ERFE (31,651) -
Instalments paid A5 5 T (89,000) =
Conversion during the year FAHIB (348,156) (457,087)
Fair value loss NEEEE = 305,463
Carrying amount RZZ—hE+=-A=+—H
at 31 December 2015 ZAREE 265,146 9,615
Interest charge FEEA 20,026 -
Interest paid EFE (5,387) -
Instalment paid B S D S (89,000) -
Fair value gain AN ERE - (2,468)
Carrying amount at 30 June 2016 RZZE—ARENA=THZERE 190,785 7,147

EaRMEEERATF

e i

Ja\
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A Notes to the Condensed Consolidated Financial Statements (continued)
For the six months ended 30 June 2016 #Z - —/"FxA=1+HIt/XEA

16. CONVERTIBLE BONDS AND OTHER 16. IR EZFRHEMMER ()
BORROWINGS (continued)
At At
30 June 31 December
2016 2015

R-B—RE RZZE—HF
NA=+H +=ZA=+—H

HK$'000 HK$'000
FERT T
Analysis of debt and embedded B RRARITETA
derivative components: oo
Debt component of convertible bonds A % &% 2 &% E 5
— current — D 62,715 =
— non-current —JERED - 58,812
62,715 58,812
Other borrowings E fth &5k
— current —nE 128,070 161,559
— non-current —IERED - 44,775
128,070 206,334
190,785 265,146
Embedded derivate components AMREFTRARITE
of convertible bonds TEHH
— current — & 7,147 =
— non-current —IERE - 9,615
7,147 9,615
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Notes to the Condensed Consolidated Financial Statements (continued)

For the six months ended 30 June 2016 #HZE & —

16. CONVERTIBLE BONDS AND OTHER
BORROWINGS (continued)

notes:

(@)

(ii)

(iii)

(iv)

On 1 March 2012 (the "Issue Date"), the Company issued convertible bonds
to HWH Holdings Limited ("HWH"), Delco Participation B.V. ("Delco") and
Sims (collectively the "Subscribers") with an aggregate principal sum of
HK$815,800,000 (the "Convertible Bonds I") with detachable three-year
warrants (the "Warrants") at total consideration of HK$815,800,000 (the
"Subscription"). On 16 January 2013, HWH transferred its convertible bonds
with the principal amount of HK$120,000,000 to independent third party,
Greenwoods China Alpha Master Fund ("Greenwoods"). No exercise of the
Warrants had taken place since the Issue Date. On 1 March 2015, the Warrants

were expired.

The major terms of Convertible Bonds | are as below:

(@) The Convertible Bonds | carry 4% coupon interest per annum payable
in arrears semi-annually. Unless previously converted, the Convertible
Bonds | would be fully redeemed by the Company at its principal
amount upon maturity on 1 March 2015 (the "Maturity Date").
No early redemption of the Convertible Bonds | was allowed unless
the Company committed an event of default under the terms and

conditions of the Convertible Bonds .

(b) The holders of the Convertible Bonds | had the right to convert the
principal amount of the Convertible Bonds | into shares of HK$0.01
each of the Company at an initial conversion price of HK$6 per share
(subject to anti-dilutive adjustments) at any time during the period
from the second anniversary of the Issue Date up to 10 business
days prior to the Maturity Date, subject to the minimum public float

requirement.

The Convertible Bonds | comprise debt component and embedded derivative
component (including conversion options), which were measured at fair value
of HK$659,611,000 and HK$142,771,000 respectively, on initial recognition.

The fair value of the debt component on initial recognition was calculated
as the present value of contractually determined stream of future cash flows

discounted at the effective interest rate of 11.756%.

In subsequent periods, the debt component of the Convertible Bonds | was
carried at amortised cost using the effective interest method.

No conversion of the Convertible Bonds | had taken place from the Issue Date
to the Maturity Date.

RS M BRI (F)
/\E'E/\ﬂ +E|_u:/\1.ﬂ

AR RESREMER (E)

it

(0]

(i)

(iii)

(iv)

(v)

ERREEAERAT —T

RZZ—Z—F=A—B(%TBEH] K
AR]AEHWH Holdings Limtied (THWH]) *
Delco Participation B.V.([Delcol) & Sims
(%eh8 [REE7 ) BT =FHAF 9 R
= ([BAHERE |) B %73 815,800,000
BT AT & ([ AT AR 251D ,ﬁ@ﬁ
8 /4815,800,000%8 st ([ REEE |) -
—E—=F—A+KH" HWHE&A‘?‘&E
120,000,0008 7T 2 AJ AR ES T ELE=
73+ Greenwoods China Alpha Master Fund
([Greenwoods|) - 817 B BB TR
RIREE - R_T—RFE=F—HB ' BRE
FEEIH -

AR ES | O EZEREIAT

(a) AREEFINE4%NFRE - FF
FX =R BRIFEFALE - &R
ARAER-F-—AF=A—A3
B (T2 MR D) AAS BB 2

AHRES] o BRIFARFERATH
BB I GEFR GE BRI A FF
PRI L AR ES|

(b) AHRRESR A A B R EITE Y
FERFEIMAMOEEXAZ
HREAE RS EIRE TR
BT (A T RESERE) KRR E
FINASELBRRA AR SREE

0.01 B THRM - EEEFHER

BERENRE
AMRERIBEEBIHBD R AXITE
TAEBFH(R %R}ﬁ@é))} > RIE A FE

659,611,000/ 7T 5.142,771,00078 LA #1125
BRRETE ©

TIRTEREELE A MR FEDERRER
IR 11.756 % BAER M & HOEEE R R B TRH
RERE

RERBE - IR ES 2 ER D Thixs
SHAARERR B A SRORDINBR

BERTAHESE
e

2 H B R R R R AR A

—NFERERE

Ja\

55




56

Notes to the Condensed Consolidated Financial Statements (continued)

AR & B RS SRR MY o ()

For the six months ended 30 June 2016 HZE—Z— ~FA=THINEA

16. CONVERTIBLE BONDS AND OTHER
BORROWINGS (continued)

notes: (continued)

(vi) On 3 and 4 March 2015, the Company signed extension agreements with all

bond holders with a modification of terms of convertible bonds as follows:

the Convertible Bonds | with principal amount of HK$315,600,000
held by Sims (the "Sims Convertible Bonds") and the Convertible
Bonds | with principal amount of HK$67,600,000 held by HWH (the
"HWH Convertible Bonds") together with the respective conversion
options were extended for a further two years to 1 March 2017. On
22 July 2015, HWH transferred its entire convertible bonds with a
principal amount of HK$67,600,000 to Great Roc Capital Limited
("Great Roc"), (the "Great Roc Convertible Bonds");

the Convertible Bonds | with principal amount of HK$312,600,000
held by Delco (the "Delco Convertible Bonds") together with the
conversion options were extended for a further two years to 1 March
2017. In addition, if Delco continues to hold the Delco Convertible
Bonds after 31 July 2015, the Company should pay Delco the amount
of HK$312,600,000 in seven separate quarterly instalments (the first
six instalment payments with the same amount of HK$44,500,000
each and the last instalment payment of HK$45,600,000)
commencing on 1 September 2015 together with all unpaid interests
of 4% per annum accrued thereon from 1 March 2015 up to such
date of payment and the interest is calculated by reference to the net
principal amount after taking into consideration of the instalment
payments, in consideration of which:

(i) Delco undertakes not to dispose of any of the Delco
Convertible Bonds at any time after 31 July 2015 other than
to the Company or to such parties as the Company shall
introduce and shall waive (1) the right of redemption of the
Delco Convertible Bonds upon the maturity of the Delco
Convertible Bonds on 1 March 2017; (2) the right to receive
interest on the Delco Convertible Bonds from 1 March 2015;
and (3) the right to convert the Delco Convertible Bonds,
under the terms of the deed poll dated 1 March 2012 (the
"Delco Undertakings"); and

Chiho-Tiande Group Limited Interim Report 2016

16. ARG K EAibERK (&)

Bt : (48)

(vi)

R-ZE-—RF=A=HRMNA - KXABHERFR
BEFFHAEARICERGZE - TRRESN
BT FRRAT

(1) Sims#% & #) 7N € %8 4 315,600,000
7 7T B AT R AR ] %1 ([Sims 7] 32
BREH ] RHWHIR B A& 8 A
67,600,000/ 7T #) 7] ¥ Bk & F|
(THWHRT R &% 1) - R M IE
ARREAFSENEARBTHR
FEZFT—+F=A—H -R=F
—RELA=-+=8  HWHEHE
RN $ % 567,600,000 7T K 7] #
fé{&% ¥ Great Roc Capital Limited
([ Great Roc ) ([ Great Roc AJ A% f&
#1) o

) Delco# A A< 8 4 312,600,000 7
JC AR 5 %5 | ([ Delco ATHRA &S 1)
BEREBEE—TPTERMEE_T
—tF=F—H- It HR=F
—HhAE+LA=+—H1 ' Delco/®E
A Delco AR ES « ANARIESX
< Delco 312,600,000 c,2 &£%8
AtHIM(EAENSHEAER
& #844,500,000/8 7T * &&—HA
45,600,000%7T) - A= —HFN
A—B#  ERMAERIMAFIE -
REME4%FE(BEZZ—RF
= R—BE%MKBBMAELNT
B) FENKSEFAGEA(LE
B BN RERE

(i) DelcoE#ENR—_ZT—HRFE+A
=t+—BREARETIEE
fE{a] Delco ATRRR &5 (BR[A)
ARA AR D RITAEE E At
FHN) - M REFA (1)5 Delco
ABRREFR =T —tF=
A—BEHRHEEE : (2)
W ERDelco AT AR EH B —F
—RE=ZA—BRELNF
BEER : RQ)RIEAHR
—E-_F=A—HNTE
IR G A 2 Delco A AR &
HHIREF([DelcoEzE ) + &



Notes to the Condensed Consolidated Financial Statements (continued)

For the six months ended 30 June 2016 #HZE & —

16. CONVERTIBLE BONDS AND OTHER
BORROWINGS (continued)

notes: (continued)

(vi)

(continued)

(2) (continued)

(ii) the Company shall have the right to require Delco to sell the
Delco Convertible Bonds to the Company or such parties as
the Company shall introduce the Delco Convertible Bonds
at any time after 31 July 2015 at a price equivalent to the
principal amount of the Delco Convertible Bonds together
with all unpaid interest accrued thereon up to such date
of purchase by delivering a notice in writing to Delco (the
"Purchase Notice"), such purchase shall be completed within
one month from the date of the Purchase Notice. Upon
completion of such purchase, the obligations of the Company
to make the instalment payments which remain outstanding

shall cease;

3) the Convertible Bonds | with the principal amount of HK$120,000,000
held by Greenwoods (the "Greenwoods Convertible Bonds") together
with the conversion options were extended to 1 March 2017 and
Greenwoods has the early redemption option to demand for full
repayment of principal and accrued interest on any of these date: 1
September 2015, 1 March 2016 or 1 September 2016.

The Convertible Bonds | with modified terms is hereinafter collectively referred
to as the "Convertible Bonds II" and considered as substantial modification.
Details of the modification of terms of the Convertible Bonds | are set out
in the Company's announcements dated 5 March 2015, 10 March 2015, 18
March 2015, 26 March 2015, 1 April 2015, 10 April 2015 and 27 April 2015.

Upon the derecognition of the Convertible Bonds | of HK$815,800,000 and
recognition of the Convertible Bonds I, the difference of HK$1,210,000
between the carrying amount of Convertible Bonds | and the fair value of
Convertible Bonds Il is recognised as loss on derecognition of Convertible
Bonds | in the profit or loss in other gains and losses. The fair values of the debt
component and embedded derivative components of the Convertible Bonds
Il are determined by the directors of the Company based on the valuation
by Roma Appraisals Limited, independent qualified professional valuers not

connected to the Group.

RS M BRI (F)
/\E'E/\ﬂ +E|_u:/\1.ﬂ

AR RESREMER (E)

GEE

(vi)

ERREEAERAT —T

(%)
(&)
) (&)

(ii) AABIEEERKDelcor=F
—AEtA=+—B&EM
BERS  Hi & Delco R [E S
F AR A AR B4R Delco
AR EFE EAM T - B
AIFE R Delco FTHAMR EFH AN
SENESHE  BRABER
ZBE B RER AR AF
B WAE B FDelco([ §8
Bilal) ZBEARBE
BAAH—EARNTK - &
BETKE  RNAFR R
X8 B RN EEER

’:r

(3) i Greenwoods# B & & & A
120,000,000 7T &) A] ?ﬁ B% & %1
([ Greenwoods A% &% | ) #EE K,
BELCRE-T—tF=A—81"
K Greenwoods A3 12 £ &R - I

EREBREREA LB RRL THMEM
HEFEANAE : —T—RFN
A—B ZZ2—RF=A—H% =
T—RNFNLA—H-

BBETIEFR R RIE S | R SR8 /3 [ 7]

BREHI] - WHRBEKRNIEET - GEAH
AR ES IR RETFEHRAARH
HA-—ZT—RF=AARA - —T—AF=A
+B - ZT—RF=A+N\B  ZZT—1F
=A=+XB -ZE—AFWMA—H =
—RAFEMA+AR=ZZE—AFHA=-+tH
P

FRERH #EsR 28 & 88 4 815,800,000 7% 7T Z A
BIRER | LR AR 5 1118 - ATHRAR &
FIMWEEEEAMRRES IHATEZER
1,210,000 7 I 7 18 25 B E A U 25 R 5 1B A
TR AU R AR ES | K E518 o AR
BEH BB N RIRARTETAEBHHA
FETIBEARBEFRERETBRTEER
AR(RAEEEMEZB IS EREEM
{BED) FT{ELERETE -

—NFERERE

Ja\




Notes to the Condensed Consolidated Financial Statements (continued)
l ARG M S m R M (&)

For the six months ended 30 June 2016 HZE—Z— ~FA=THINEA

16. CONVERTIBLE BONDS AND OTHER 16. IR EZFRHEMMER ()
BORROWINGS (continued)

notes: (continued) MGk - (48)

(vi) (continued) (vi) (#8)
On 9 April 2015, USUMHK purchased the Sims Convertible Bonds from RZZE—RFMANE  AEEAR Sims 8
Sims in the aggregate principal amount of HK$315,600,000 (the "USUMHK B A% #8 %84 315,600,000 4702 Sims A #£

Convertible Bonds") without changing any terms of Convertible Bonds II. BEH (DamE SRR ES]) - Mgk
The purchase of the Sims Convertible Bonds was completed on 3 June 2015. &5 | AR E 2K o B E Sims AT
Details of these are set out in the Company's announcements dated 9 April BREFER=FT—AFA=HEK - F#
2015 and 3 June 2015. HEHINARABHA-T—REMAN

AR=ZFE—RFAA=ZRAZAE

On 1 August 2015, Delco still held the Delco Convertible Bonds. Accordingly, R=F—HF/\A—HB ' Delcofj# A Delco
the Delco Undertakings came into effect as from that date, in terms of which AIRARES o Eit - B B Delco it
the Delco Convertible Bonds became a straight debt instrument. Hence, the B KL - Delco AR E K A H R ET
embedded conversion derivatives in relation to the Delco Convertible Bonds TRA-FAY R=FT—AFLtA=+—H
amounting to HK$38,491,000 as at 31 July 2015 were derecognised against B Delco R ESHMRARKBRITETE
profit and loss, and the amortised cost of the Delco Convertible Bonds was & #£38,491,0008 TR 58 A 4R IEHERR -
adjusted to reflect the present value of the seven instalments and coupon i Delco PI#RAR (& 5 /Y §5 K AR B & 4E I 7
interests discounted at the original effective interest rate of 16.957% (see note B URBEtBHSBMFORE RE®

(viii)). The adjustment is recognised as part of the effective interest expense. F BAR R JFIE 16.957 % HT40 (2B &
The Delco Convertible Bonds are presented as ‘other borrowings’ after the (viii)) ° ZFELI D B BF SHALHER -
Delco Undertakings came into effect as the Delco Convertible Bonds no longer Delco AJHAR{EH 7 Delco A A BUE A [ E
have conversion options after that date. fintaR ] 251 - TyERREZ B & © Delco AJ#

[RIEHTEHAR LI -

(vii) Other than the Delco Convertible Bonds which has been modified as described (vii) Rk £ SCH R (vi)(2) Bttt Delco AT AR & 25 B 48
in note (vi)(2) above and the Greenwoods Convertible Bonds with early & 5] R b SCHE (vi)(3) BTttt Greenwoods A] #
redemption option as disclosed in note (vi)(3) above, the major terms of BAEFH B RO X (i)a) &
Convertible Bonds | discussed in note (ii)(a) and (b) above remain unchanged (b)F7 & 5@ AR AR B 1 2 3 BN AT IR AR (E
in the Convertible Bonds Il apart from the extension of maturity date. FIGFTE (REEBAERIN) ©

(viii)  The fair value of the debt component of the Convertible Bonds Il on initial (i)  HIEARERE A RRERFIZEHBONAF
recognition was calculated using the present value of contractually determined {& + 3t Delco AI#P% &% + HWH/Great Roc
stream of future cash flows discounted at the effective interest rates of ABRRES  Sims/AEE SRR ES
16.957%, 17.492%, 17.492% and 17.492% for the Delco Convertible Bonds, K Greenwoods AJ 2R (EZ T30 BIE AR E
the HWH/Great Roc Convertible Bonds, the Sims/USUMHK Convertible Bonds B ) +16.957% * 17.492% ~ 17.492% &
and the Greenwoods Convertible Bonds respectively. 17.492% BEIR & HEERRR S MNIRE

FTE -
In subsequent periods, the debt component of the Convertible Bonds Il is RERERE - TIRRES | 2B D iR
carried at amortised cost using the effective interest method. B SHA A ER A BRR A HOETAR o
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Notes to the Condensed Consolidated Financial Statements (continued)

Fﬁﬂﬂ%Aﬂﬂﬁiﬁﬁﬁ‘J?(%ﬁ

For the six months ended 30 June 2016 HZE - — "FNA=1+HIE/EA

Ja\

(%)

16. CONVERTIBLE BONDS AND OTHER 16. AHRES R HEMER

BORROWINGS (continued)

notes: (continued) ik : (#8)

AR ES (BEERERREEEDRE) R
ARFTETABA W AFEN IR - BHEE
BEAEERZEXMEAZEZHEN

the model are as follows: T

(ix) The fair value of the embedded derivative components of the Convertible (ix)
Bonds Il (including conversion options and early redemption option) was

determined using the Binomial Option Pricing Model and the major inputs into

The Delco Convertible Bonds (Principal amount of HK$312,600,000) Delco w217 f& 3

(£ %8# 312,600,000 7% T)
On
issuance
BATR
Stock price B&1E HK$5.30
5.30/&7T
Exercise price 1IfEE HK$6.00
6.00/8 7T
Expected volatility (note 1) TERHRE (FFaE1) 31.404%
Dividend yield A& Bz = 0.000%
Option life HARE L HY 6 to 24 months
622418 A
Risk free rate (note 2) EERFIE (HFE2) 0.475%

The HWH Convertible Bonds/the Great Roc Convertible Bonds (Principal HWH [ #fR & % Great Roc Al # i &

amount of HK$67,600,000) (7 £%5% 67,600,000 7 7T)

At At

On 31 December 30 June

issuance 2015 2016

BT RZT—HF R-T—XRF

+=A=+—8 NA=t+H

Stock price A& HK$5.47 HK$5.17 HK$5.53

5.477%7C 51777 5.53/87T

Exercise price 1I{EE HK$6.00 HK$6.00 HK$6.00

6.0078 7T 6.007 7T 6.0078 T

Expected volatility (note 1) TEFORE (FiEE1) 31.404% 51.434% 45.266%

Dividend yield A& Bz 3 0.000% 0.000% 0.000%

Option life ke AR 24 months 14 months 8 months

24(@ A 1418 A 88 A

Risk free rate (note 2) ERRRFIE (FiF2) 0.498% 0.178% 0.247%
BARMEREGRAT T FHHHE 59




Notes to the Condensed Consolidated Financial Statements (continued)
l ARG M S m R M (&)

For the six months ended 30 June 2016 HZE—Z— ~FA=THINEA

16. CONVERTIBLE BONDS AND OTHER 16. AIAREZREMERRK (&)
BORROWINGS (continued)
notes: (continued) ik : (#8)
(ix) (continued) (ix) (#8)
The Sims Convertible Bonds/the USUMHK Convertible Bonds Sims AR ES SABEBTRRES
(Principal amount of HK$315,600,000) (Z<£%8% 315,600,000 7% 7T )
On
conversion at
On 15 June 2015
issuance R-B—HF

BATH AATHBRRE

Stock price ARME HK$5.47 HK$12.38

5.477% 7T 12.38% 7T

Exercise price 1IfEE HK$6.00 HK$6.00

6.00/8 7T 6.00/87T

Expected volatility (note 1) FasHRNE (FiaE1) 31.404% 40.658%

Dividend yield i% Bk 2 & 0.000% 0.000%

Option life Bl e 24 months 20.5 months

248 AR 20.518 A

Risk free rate (note 2) EREBRAE (FaE2) 0.498% 0.343%

The Greenwoods Convertible Bonds Greenwoods A # & & %

(Principal amount of HK$120,000,000) (£ %84 120,000,000 % T)

On

conversion at

On 15 June 2015

issuance R=ZZB—HF

BTH ANATEBRRE

Stock price AR & HK$5.47 HK$11.40
5.4787T 11.4087T
Exercise price 118 HK$6.00 HK$6.00
6.007 7T 6.00/8 7T
Expected volatility (note 1) TEEORIE (FMiEE1) 31.404% 34.274%
Dividend yield A% B Uz R 0.000% 0.000%
Option life ke AR 24 months 20.7 months
2418 A 20.718 AR
Risk free rate (note 2) EREpA=E (Mi2) 0.498% 0.381%
notes: B &
(1) The expected volatility was determined with reference to the implied (1) BEREOREDELRARFBRO MG
volatility of the Company's shares as at the date of valuation. EHEZEIRREMETE °
(2) The risk free rate was determined with reference to the Hong Kong ) ERBRAETD2ERBRITES K&
Government Bond's and treasury bill's yield. BlE4% 8 EMETE -
(3) In subsequent periods, the embedded derivative components are (3) HEHE  MARTETARS
measured at fair value with changes in fair value recognised in profit h? FEAE  ATFEZEPHNAE
and loss. = ATER ©
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Notes to the Condensed Consolidated Financial Statements (continued)

For the six months ended 30 June 2016 #HZE —=

16. CONVERTIBLE BONDS AND OTHER
BORROWINGS (continued)

notes: (continued)

(x)

(i)

During the year ended 31 December 2015, the Greenwoods Convertible
Bonds were fully converted into shares of HK$0.01 each in the Company at
the conversion price of HK$6.00 per share. Accordingly, a total of 20,000,000
ordinary shares of HK$0.01 each were allotted and issued by conversion of the

Greenwoods Convertible Bonds.

During the year ended 31 December 2015, the USUMHK Convertible Bonds
were fully converted into shares of HK$0.01 each in the Company at the
conversion price of HK$6.00 per share. Accordingly, a total of 52,600,000
ordinary shares of HK$0.01 each were allotted and issued by conversion of the
USUMHK convertible bonds.

As at 30 June 2016, the Delco Convertible Bonds and the Great Roc
Convertible Bonds remain outstanding with a principal amount of
HK$134,600,000 (31 December 2015: HK$223,600,000) and HK$67,600,000
(31 December 2015: HK$67,600,000) presented as other borrowings and debt
component of convertible bonds respectively.

During the current interim period, the Company paid the two instalment
payments of HK$89,000,000 in aggregate (2015: nil) to Delco.

AR E 2 R H AR

it

(x)

(i)

ERREEAERAT —T

Fﬁﬂﬂ%Aﬂﬁﬁiﬁ%m?(%ﬁ
/\E'E/\ﬂ +E|JJ:/\1IFJ

(%)

(&)

REBE-—Z—AF+-A=1+—HILtFEH
- Greenwoodsﬂ?ﬁﬁifﬁ%%?ﬁﬁ%Hi
6.00 8 TTABE LA AR A GAEE0.01 78
TCHIRRD © E It - £ 2£20,000,000 AR & AR
B0.01 BT EimRE R I Greenwoods
A PR E 5 T IARD 3 R 21T o

REE-_Z—HAF+_A=T—HILFEH
i ~>ﬁ?§§;§ﬂ%ﬁﬂ%ﬁﬁuaﬁfaer.oo
BILBREH R K AR R EREEO0.01 B TH
&1 - Bt - & £52,600,000 % & B% E (&
0.01 7T 2 & imARE 1B X AR08 B 8 AR
BEHF T AR RET -

RZF—A"FNA=1H" Delcor # &
&% K Great Roc Al AREH RS RED B A
134,600,000 T (ZE—hAF+-A=+—
H : 223,600,000 7t ) & 67,600,000 7% 7T
(ZZ—RAF+=A=+—H : 67,600,000
BIT) MAREIT - DRI R EAMER R
BIRESH BB

MR HERS - NARIE A Delco {4 &5+

/489,000,000 B (=T —HF : T)H W
S EAfE R

—NFERERE

Ja\
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Notes to the Condensed Consolidated Financial Statements (continued)

AR & B RS SRR MY o ()

For the six months ended 30 June 2016 HZE—Z— ~FA=THINEA

17. SHARE CAPITAL 17. BRAR
Amounts
Number ot |
of shares HK$'000
B EE FET
Authorised: SERE
Ordinary shares of HK$0.01 R-_ZF—RF—HA—H

At 1 January 2015, S TR SAY S i =

30 June 2015, 1 January —E—RF-A—HK

2016 and 30 June 2016 —E—RFANA=1+H
BIREE0.01E TH E iR 5,000,000,000 50,000

Issued and fully paid: EERTIEHE :

At 1 January 2015 R-_ZE—HF—H—H 1,049,442,706 10,494
Issue of shares (note i) AT (PFTEE1) 456,900,000 4,569

Conversion of convertible R ES (it 16)
bonds (Note 16) 72,600,000 726
Exercise of share options TR R 8,098,000 81
At 30 June 2015 R-_ZT—AFA=1H 1,587,040,706 15,870
At 1 January 2016 R-Z—XE—HF—H 1,588,514,706 15,885
Issue of shares (Note 26) BATHRD (P 26) 31,037,585 310
Exercise of share options (Note 20)  7T{ &A% 4 (FI5E 20) 186,000 2
At 30 June 2016 RZZ—XR"E-~A=1H 1,619,738,291 16,197

notes:

(i) On 21 March 2015, the Company entered into the first and second

subscription agreements with an independent investor, USUMHK for the first
subscription of 203,900,000 shares and second subscription of 253,000,000
shares respectively at the subscription price of HK$9.01 per share. The first

subscription and second subscription were completed on 30 April 2015 and
29 May 2015 respectively, 203,900,000 shares and 253,000,000 shares were
allotted and issued to USUMHK respectively. After deducting all relevant

costs and expenses, the net proceeds from the first and second subscriptions
amounted to HK$1,826,089,000 and HK$2,268,480,000 respectively. Upon

the completion of the second subscriptions, USUMHK becomes a controlling

shareholder of the Company since 29 May 2015.

(i) All the above-mentioned new shares rank pari passu with the existing shares

in all respects.

Chiho-Tiande Group Limited

Interim Report 2016

ff i -

(i)

(ii)

R-ZE—HAE=A=-+—B KAFE—
B IR EEABBBILE O RE=
MDRERFE - UIZRBEETRRH.017%
T Bl 55 — #L 3R HE 203,900,000 AR 15 K2 55
= #t 7R B8 253,000,000 A% A& 15 ° 55 — #L R
BRE_MRESFIER_-_ZT—AFMA
=t+EBE=ZZE—RFRA=t+HABZEX"
1 203,900,000 A% A% {3 & 253,000,000 A% A%
DO RIEERETTARES - RIBRAA
R AR A% - E—BRERE #R
BEFT1S 3R IB F 58 9 Bl & 1,826,089,000 7 7T
12.2,268,480,000 % 7T ° MR TEAK & = IR RHE
% ARBEAE-T-RAFRA=-tNAR
RARRATZ ERARER -

e LR ERE T EERERN =
[EES v



Notes to the Condensed Consolidated Financial Statements (continued)
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For the six months ended 30 June 2016 #HZE & —

NENA=THIEAREA

18. COMMITMENTS 18. RIE
At At
30 June 31 December
2016 2015
R-Z—RF R_ZT—AhF
ANA=+H +=ZA=+—H
HK$'000 HK$'000
FET FAT
Capital expenditure contracted for BATAMERA B S
but not provided in the condensed  BiFsREXPBENE RS
consolidated financial
statements in respect:
— acquisition of a subsidiary — Ui BE— Rk B A A - 419,007
— acquisition of property, — BB - B R
plant and equipment 10,497 18,646
— additions in construction —REFETR
in progress 45,538 38,842
— formation of subsidiaries — BT B A A - 42,500
56,035 518,995
19. OPERATING LEASES 19. &R&EHE
The Group as lessee AEBEREBEA

Six months ended 30 June
BZEASA=1THLAEA

2016 2015
—E-XRE —T-RF
HK$'000 HK$'000
THET TAT
Minimum lease payments HARBEEHE S8
paid under operating leases ®EHE :
during the period:
Premises LES 3,465 7,296

EaRMEEERATF

—ENFREwRE




Notes to the Condensed Consolidated Financial Statements (continued)
l ARG M S m R M (&)

For the six months ended 30 June 2016 HZE—Z— ~FA=THINEA

19. OPERATING LEASES (continued) 19. KEHE (F)
The Group as lessee (continued) AEBEREBEA ()
At the end of the reporting period, the Group had commitments RI|ERR - NEBBRET A BUEHEE
for future minimum lease payments under non-cancellable HEBR THIRER BN RREERS
operating leases which fall due as follows: AENT ¢
At At
30 June 31 December
2016 2015

RZE-—REF RZZ—A%F
RA=tH +ZA=+—H

HK$'000 HK$'000
FET FHT
Within one year E—FRA 4,975 4,463
In the second to fifth years inclusive ~E-ZE=FRF (RIEERME) 376 1,344
5,351 5,807
Operating lease payments represent rentals payable by the Group RETHSIERNERRE THAERAE
for certain of its offices and production premises. Leases are ME RN - AL EEAFIHAN
negotiated for terms ranging from one to five years with fixed F—ERFREEERE -
rentals.
The Group as lessor AEEERBBEA
Rental income of leasing investment property during the current RAFHEHRE REVEHRENHES
interim period was HK$620,000 (2015: HK$604,000). I A 620,000 o( = F — f F:
604,000/ 7T) °
At the end of the reporting period, the Group had contracted with RERE IR - NEBEEPAENA TR
tenant for the following future minimum lease payments: KeEELIMT :
At At
30 June 31 December
2016 2015
RIZ—XRE RZZE—HEF
AA=tHR +-A=+—H°H
HK$'000 HK$'000
FET FH&T
Within one year —FK 1,087 403
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Notes to the Condensed Consolidated Financial Statements (continued)

For the six months ended 30 June 2016 #HZE & —

20. SHARE-BASED PAYMENTS

Pursuant to a written resolution of all shareholders of the

Company on 23 June 2010, a share option scheme (the "Post-IPO

Share Option Scheme") was adopted.

Details of the share options granted under the Post-IPO Share

RS M BRI (F)
AENA=TEIEAMEA

20. B BER 2K

REARREZEBERR _F—ZTFXA
“T=HEENEERAR  ARFK
M— BB B (AR RHEERE
Pt l) o

P T
/N\
a

RIBERARBERBIRESSREN

Option Scheme and their subsequent movements are as follows: BIRENEREEFBOT
Number of Lapsed/  Number of
options forfeited options
Category of outstanding Exercised during  outstanding
eligible scheme Exercise price asat during the period asat
participants Date of grant per share Exercisable period Vesting date 1.1.2016 the period (note) 30.6.2016
RZB-A% RZB-RE
-A-H Bhs%/  A~A=tA
RERHE BRI R ERGRD
AR RiAH SRKE i BEAH EREHE Bl (W)  BRE"E
Employes and 2832012 HK$4.186 283.2013-2732016 2832013 80,000 (60,000) (20,000) -
other participants
BEREM2EE —B-—E-A-t)\B 4186ET ZT-ZF-B-\BE —F-ZF=A=1/\A
ZF-E=RZTtA
28.3.2014-27.3.2016 2832014 516,000 (106,000) (410,000) =
Z5-MEZA-T\BE —E-mE=A=t/\R
ZE-REZACTtH
28.3.2015-27.3.2016 28.3.2015 1,592,000 (20,000) (1,572,000) -
ZZ-RE=AC/\BE ZTZ-RF=A=T)/\A
“5-E=A-ttA
2,188,000 (186,000) (2,002,000) =
Number of options
exercisable at the
end of the period
HRA T8
ERiEzR 2,188,000 -
Weighted average
exercise price HK$4.19 HK$4.19 HK$4.19 /A
EFEEE 41957 41987 41987 i li
note: 2,002,000 share options granted to employees and other participants, were MiEE : R TPEE RE {2 HEE 2,002,000 i A

lapsed due to maturity of unexercised options in the current period or forfeited

RERA 7S R A 144 AR 77 2 i I B 2 8 1 2R 28 =k

[ {

due to the resignation of certain employees. E #8518 BBk R UK o
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A Notes to the Condensed Consolidated Financial Statements (continued)
For the six months ended 30 June 2016 #Z - —/"FxA=1+HIt/XEA

20. SHARE-BASED PAYMENTS (continued) 20. UM AER AR (E)
The share options granted are exercisable as follows: P& HE BB ARRE T IR I S 5 AT
Service period that share options Maximum percentage
can be vested after date of grant of share options exercisable
PR B HA % T 55 8 10 B AR Y PR A% 5 R ATEBRENE 2t LR
Attaining 1 year 30% of the total number of options granted
HE—F R B REH30%
Attaining 2 years 60% of the total number of options granted
RKEMF B ERELER60%
Attaining 3 years 100% of the total number of options granted
RE=F B ERELZE100%
In respect of the share options exercised during the current period, AR AHAETENEREmS - 01T
the share price on the dates of exercise ranged from HK$4.32 to £ HHMRE N F4.32 BT E4358
HK$4.35. =,
In respect of the share options granted, taking into account of FLETR 2 BT E - RE K () EA
(i) the applicable vesting period and (i) the number of options 55 8 HARE % (if) T8 AR A A% 55 B ) B AR A
expected to ultimately vest, the Group recognised share-based HE REBEE_Z-AFAA=TAHL
payment expense of HK$428,000 for the period ended 30 June HiF  K2ZHEH  NEBEEZUK
2015 with reference to the vesting period (2016: nil). AR IR Z X 428,0008 L (==

—REF:E)o
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Notes to the Condensed Consolidated Financial Statements (continued)
B4R M IS maRMiaE (&) l

For the six months ended 30 June 2016 HZE _—Z— ~FNA=1+HIL/NEA

21. RELATED PARTY DISCLOSURES 21. BERKE
(a) Transactions (a) X5
During the interim period, the Group has the following R EAEAR  ANEBBEEEH G
transactions with related parties: LATRAZ S

Six months ended 30 June
HERA=THIEAMEA

Name of party notes Nature of transaction 2016 2015

HERER Mzt REME —E-RE —T-RfF

HK$'000 HK$'000

THET TR

Sims (i) & (iii) Purchase of scrap metals - 56,759
Sims EEESE

Interest expense of convertible - 6,538

bonds with principal amount
of HK$315,600,000

A& #8315,600,0007 LAY
AR ER 2 M E X

Delco (i) & (iii) Interest expense of convertible - 11,667
Delco bonds with principal amount
of HK$312,600,000
A4 %8312,600,000/8 LK)
A#BRES 2 F X

HWH (i) & (iii) Interest expense of convertible - 4,422
HWH bonds with principal amount
of HK$67,600,000
A4 %867,600,00075 LAY
A#BRES 2 F B2

USUMHK (iv) Interest expense of convertible - 1,606
AEES bonds with principal amount
of HK$315,600,000
A4 %8315,600,000/8 LK)
A#BRES 2 F BT

v) Conversion of convertible bonds - 315,600
with principal amount
of HK$315,600,000
HIAEEE315,600,0007 LA
ABRES
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Notes to the Condensed Consolidated Financial Statements (continued)

AR & B RS SRR MY o ()

For the six months ended 30 June 2016 HZE—Z— ~FA=THINEA

21. RELATED PARTY DISCLOSURES (continued)

21

. BESKE (8

(a) Transactions (continued) (@) X% (&)
Six months ended 30 June
HZEAA=THLEAEA
Name of party notes Nature of transaction 2016 2015
BEL AR et REMUE —E-RE —“T—hF
HK$'000 HK$'000
THER FAET
Mr. Fang Ankong (vi) Interest expense of loan with - 1,096
(“Mr. Fang”) principal amount
hezErE(HEE]) of USD8,000,000
A4 88,000,000 TTHI E
ZHEE
Poly Metals Company (vii) Purchase of scrap metals 17,369 39,398
Limited (“Poly Metals") BEESE
EpcBERAR(TER)) Commission income (621) =
AN
notes: MEE

(i)

(ii)

(iii)

(iv)

Chiho-Tiande Group Limited

These represent transactions between the Group and Sims up to 5
March 2015, on which Sims disposed of its entire shareholding in the
Company and became an independent third party to the Group.

Delco and HWH disposed of their entire shareholding in the Company
from 17 April 2015 and 22 December 2015 respectively. HWH is
wholly-owned by Mr. Fang.

As set out in Note 16, the Company issued convertible bonds to Sims,
Delco and HWH. Sims, Delco and HWH were substantial shareholders
with significant influence over the Company up to 5 March 2015, 17
April 2015 and 22 December 2015 as disclosed in (i) and (ii).

On 3 June 2015, the Sims Convertible Bonds were purchased by
USUMHK.

Interim Report 2016

(i)

(iii)

(iv)

EALEESESIms EE-T—AF=AHHH
X5 RE B Sims HEHERARARK 2 IR
R ANEBZBIE=T °

Delco RHWH A RIA=Z—AFMA++A
E—Z2-AF+-A-+-_AHEERAER
A Z0REHE - HWHER A RE 2 B A

W F FE16FT & - AR &l [ Sims ~ Delco &
HWH 21T A]#2A% & % ° Sims + Delco 2 HWH
HE-ZT-—R4=-AHA - —_Z—HEWMA
TtER=ZZ-—RE+-_A-t+ZHAYA
ARABEATE N2 EEREGOG) Ki)FT
) °
R=ZT—AFA~A=A ' AEEEEASIms
AR ES o



Notes to the Condensed Consolidated Financial Statements (continued)

For the six months ended 30 June 2016 #HZE & —

21. RELATED PARTY DISCLOSURES (continued)

(a) Transactions (continued)

notes: (continued)

(b)

(v)

(vi)

(vii)

As set out in Note 16, the USUMHK Convertible Bonds with principal
amount of HK$315,600,000 were fully converted into shares of
HK$0.01 each in the Company at the conversion price of HK$6.00 per
share on 15 June 2015.

In January 2015, the Group borrowed USD8,000,000 (equivalent to
HK$62,021,000) from Mr. Fang who was a director of the Company
up to 16 February 2016 and a substantial shareholder with significant
influence over the Company up to 22 December 2015 as disclosed
in (i) above. The balance was unsecured, interest bearing at 4% per

annum and fully repaid in July 2015.

In April 2014, the Group invested in an associate, Poly Metals, with
significant influence. The amount represents transactions between the

Group and Poly Metals.

Compensation of key management personnel

The remuneration of directors and other members of key

management are as follows:

RS M BRI (F)
AENA=TEIEAMEA

21. BELEKE (E)

(a)

X5 (%)

Bt : (48)

(v)

(vi)

(vii)

(b)

BAnHiEE 16 FT#L - A€ %4 315,600,000 7%
THAEESARRES  ER-S—1F
NATREBIRERETR6.00 BB R
AARRAEER0.01 BITHRG

R-ZT—h&—f  AEEABE-T—X
F-A+A BRAANRREEHE-_T—A
F+Z A=+ -HAAHARFRAGEAY
EHzEERE (M EX)AEE) 27 5%
4 & A 8,000,000 7t (48 5 762,021,000
BIT) o ERAEER - WiR4% MEFEF|ES
B EBERZT—RFLABHEE-

R-Z—MEMA  AEB(AEEAZE

MBRER—MBERTER -  ZEHELX
SHETEZHHRS

TEEEASHMH

EEREMFETEABSNFMET

Six months ended 30 June
BZAB=1+HIEAAEA

2016 2015
—E-RE —_ZE=h%F
HK$'000 HK$'000
FERT FAET
Salaries and allowances e ROER 3,355 2,094
Post-employment benefits (A& &F 36 55
Share-based payments PARR 1 B EERE 2 ST R - 41
3,391 2,190

ESXWEMERAT T AEPHHRE

Ja\
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Notes to the Condensed Consolidated Financial Statements (continued)
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For the six months ended 30 June 2016 HZE—Z— ~FA=THINEA

22.

23.

PLEDGE OF ASSETS

At the end of the reporting period, the Group has pledged the
following assets to banks to secure general banking facilities
granted to the Group:

22.

AERA
R IR - AEBE ARTERAT
BE  MERETAEEZ —RBITE

=5 .
=

At At
30 June 31 December
2016 2015

RZZT—REF R-_ZT—AHE
ANA=tH +-A=t+—H

HK$'000 HK$'000

FET FAT

Property, plant and equipment M -~ BE &R 113,127 126,892
Prepaid lease payments TBREE 181,090 186,856
Bank deposits RITIFRK 215,265 132,022
509,482 445,770

FAIR VALUE MEASUREMENT OF FINANCIAL

INSTRUMENTS

Fair value of the Group’s financial assets and
financial liabilities that are measured at fair value
on a recurring basis

Some of the Group's financial assets and financial liabilities are
measured at fair value at the end of the reporting period. The
following table gives information about how the fair values of
these financial assets and financial liabilities are determined (in
particular, the valuation techniques and inputs used), as well
as the level of fair value hierarchy into which the fair value
measurements are categorised (levels 1 to 3) based on the degree
to which the inputs to the fair value measurements is observable.

. Level 1 fair value measurements are those derived from
quoted prices (unadjusted) in active market for identical
assets or liabilities;

o Level 2 fair value measurements are those derived from
inputs, other than quoted prices included within Level 1,
that are observable for the asset or liability, either directly or
indirectly; and

. Level 3 fair value measurements are those derived from
inputs that are unobservable for the asset or liability.

Chiho-Tiande Group Limited Interim Report 2016

23.

TRIT AN VENE

BEEUHEENUQAFEFEZARE
ERMEENRERMBEZAVE

AEBHIEBEER BB ERER
EMRBAFETE - TRIEHBRAR
BAFEAENEABENABARZE
mEEZEEMEERERAB IR
1B (R B = A e A e il B B i K A
2ig) RAVEEME S 2AFE
BRIRFE(—E=R) 2 EH

s —HRAFEFEREAREENL
BER A BT 5 0 WRE (CREH

B)iE

s —HRRAFEAEEREEXEE
M E Z Sk E ARS8 (— &5
EMABERINGE : &

s F=RRFEAENREEHXE
BENAIBRBAERGTE



Notes to the Condensed Consolidated Financial Statements (continued)
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For the six months ended 30 June 2016 HZE _—Z— ~FNA=1+HIL/NEA

23. FAIR VALUE MEASUREMENT OF FINANCIAL 23. €@ T EAFETE (&)
INSTRUMENTS (continued)

Fair value of the Group’s financial assets and
financial liabilities that are measured at fair value

on a recurring basis (continued)

RSH M EEUNFEN B2 AKE
SRAERSMAMNAVE ()

Relationship of
Fair value asat  Fair value as at Valuation Significant unobservable
Financial assets 30 June 31 December Fairvalue technique(s) unobservable inputs to
(financial liabilities) 2016 2015 hierarchy  and key input(s) inputs fair value
RZB-AE  RZB-I% EX FTER
AB=TR  tZA=t-H fRERTR FTER BABRE
SHEE (SREE) ZAYE ZAYE ATERE  ITHAEH BAEH MY EMEE
HK$'000 HK$'000
TiEn TER

1) Listed equity securities in 35,281 - Level T Quoted bid price on N/A N/A

the PRC classified as held —#f  the Shanghai Stock 1R 1R

for trading investments Exchange.

in the condensed REBERR AR

consolidated statement e

of financial position

RERGEHBRRRT

PERREEEREZR

B ElRAE S
2)  Foreign currency options assets: 211 - Level 2 Future cash flows are N/A N/A

classified as derivative BE Z  estimated based on TR TER

financial instruments liabilities: ~ (17) forward exchange

in the condensed af rates (from observable

consolidated statement
of financial position
KRG HBRRRT
PEAITESRIA S
-t B

forward exchange
rates at the end of the
reporting period) and
contracted forward
rates.

REEGHINE HBE
(MR EZH
BENER#AE)RE
ATHIE B R
ARRET o

EaRMEEERATF
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Notes to the Condensed Consolidated Financial Statements (continued)
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For the six months ended 30 June 2016 &

E-F—

NERNA=TRIEAREA

23. FAIR VALUE MEASUREMENT OF FINANCIAL 23. €@ T EAFETE (&)
INSTRUMENTS (continued)

Fair value of the Group’s financial assets and
financial liabilities that are measured at fair value

on a recurring basis (continued)

BEEHERENUQAFEIEZEARE
THEERTMAMEZDFEGE)

Relationship of
Fair value asat  Fair value as at Valuation Significant unobservable
Financial assets 30 June 31 December Fairvalue technique(s) unobservable inputs to
(financial liabilities) 2016 2015 hierarchy  and key input(s) inputs fair value
RZB-AE  RZB-I% EX FTER
AB=TR  tZA=t-H fRERTR FARE BABRE
SHEE (SREE) ZAYE ZAVHE ATERE  ITHAEH BAEH MY EMEE
HK$'000 HK$'000
TiEn TER
3)  Foreign currency - 73 Level 2 Future cash flows are N/A N/A
forward contracts Zf  estimated based on 1R 1R
classified as derivative forward exchange
financial instruments rates (from observable

in the condensed
consolidated statement
of financial position
RERGEHBRRRT
PERITESHIEZI
BEBHAN

Chiho-Tiande Group Limited
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forward exchange
rates at the end of the
reporting period) and
contracted forward
rates.
BIERBHNE S
(MREHRTHZR
BHNEH ) RE
ATHVRTR B R
ARBRER -
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Notes to the Condensed Consolidated Financial Statements (continued) l:
For the six months ended 30 June 2016 HZE - — "FNA=1+HIE/EA

23. FAIR VALUE MEASUREMENT OF FINANCIAL 23. €@ T EAFETE (&)
INSTRUMENTS (continued)

Fair value of the Group’s financial assets and REEMEEUAFHEFEZEAEH
financial liabilities that are measured at fair value TRIEEREMABEZAREE)

on a recurring basis (continued)

Relationship of
Fair value asat  Fair value as at Valuation Significant unobservable
Financial assets 30 June 31 December Fairvalue technique(s) unobservable inputs to
(financial liabilities) 2016 2015 hierarchy  and key input(s) inputs fair value
RZB-RE  RIB-IF EX FTHE
AB=TR  tZA=t-H TERHR FTER BAERE
SHEE (SREE) ZAYE ZAYE NYERE  ITHAER BAEH AFENEE
HK$'000 HK$'000
TiEn TR
4)  Embedded derivative (7,147) (9,615) Level3  Binomial Option Expected volatility, ~ The higher the
components of =& Pricing Model. The taking into account  expected volatility,
convertible bonds (note) key inputs are the the average historical  the higher the fair
MEREFRANTET Company's share volatilty of the value.
A55 () price, expected Company's share TERIEHA - AT
volatility, dividend price as at the date of  EHIA
yield, option ife and valuation.
risk free rate. BRI RAL
“EREEER - ¥ ARENEEA LT
SHBARATRE HEEIRIE o
Btk - REYE
% HREBREER
-
Dividend yield, The higher the
taking into dividend yield, the
account the lower the fair value.
Company's most kel s A
recent dividends TE) -
payout ratio and
management's
experience.
REREE IR
ARAEAHRE
BEERERER
Bo

E&RMEBERAT T FHREEE 73




AR & B RS SRR MY o ()

For the six months ended 30 June 2016 HZE—Z— ~FA=THINEA

l Notes to the Condensed Consolidated Financial Statements (continued)

23. FAIR VALUE MEASUREMENT OF FINANCIAL 23. €I EAFEE ()
INSTRUMENTS (continued)

Fair value of the Group’s financial assets and REEMEEUAFHEFEZEAEH

financial liabilities that are measured at fair value TRIEEREMABEZAREE)

on a recurring basis (continued)

note: If the expected volatility to the Binomial Option Pricing Model was 10% higher Mt : MARHEMEHRZFIENERT - —HE
and lower while all other variables were held constant, the carrying amount EEEEANETRIERSHEE10% -
of the embedded derivative components of convertible bonds would increase AHREFRARTETES D 2EEE
by HK$2,030,000 (31 December 2015: HK$1,301,000) and decrease by 1% 5 5l 3% 112,030,000 T(=F — A F
HK$2,002,000 (31 December 2015: HK$1,264,000) respectively. +ZA=+—H:1,301,000%7T) K&

2,002,000 (= FE—HAFE+=-A=+—
H :1,264,000587T) °

No dividend was paid or proposed during the year ended 31 December 2015 EC%?E —E-RF+ZRA=T—HLEFER
and the six months ended 30 June 2016. Dividend yield as at valuation date of BHE-Z—RFEANA=THIAREAR - i
30 June 2016 is nil (31 December 2015: nil), no sensitivity analysis for dividend /)EH&E* IRATAR S - AEERE - Eﬂf 23
yield was performed in the current interim period and prior year. —ANEXNA=TH BEKEERAT(=ZZ

—IFE+=A=+—H: %) EGKEF‘/HH?H

il R 1B 4F 2 300 A L AR B e S A TR E
DA °
In management’s opinion, the sensitivity analyses are not ERERR  BREISMALAKRATF
necessarily representative of the fair value as the pricing model B BRABKRESZHRAAITET
used in the fair value valuation of the embedded derivative AfH 2 A EMGEFYER 2 EEIR
components of convertible bonds involves multiple variables X FREESY  METETEEE
where certain variables are interdependent. ERFE -
Except as detailed in above table, the directors of the Company B ERFTFMAN » RABEERA
consider that the carrying amounts of other financial assets and %Eﬂ,ﬁv?éﬁﬁ‘%iﬁzivWhﬂiﬁﬁﬁﬁ%$fﬁriﬁ’\]
financial liabilities measured at amortised cost in the condensed HtvemEER @A ENREERRL
consolidated financial statements approximate their fair values AEREE BREBMIRRERED TR
and determined in accordance with generally accepted pricing —BARTEEAET -

models based on discounted cash flow analysis.
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Notes to the Condensed Consolidated Financial Statements (continued)

RRERAR & B SRR ST () l}

For the six months ended 30 June 2016 HZE _—Z— ~FNA=1+HIL/NEA

INSTRUMENTS (continued)

Reconciliation of Level 3 fair value measurements
of financial liabilities

23. FAIR VALUE MEASUREMENT OF FINANCIAL 23. €@ T EAFEE (&)

ERMEE=RAFEFENHEK

Embedded derivative components
of convertible bonds

AHERES 2 HRAR
FTET RS
2016 2015
—E-REF —ZT—AF
HK$'000 HK$'000
FET F&T
Convertible Bonds Il AR E S
At 1 January R—H—H 9,615 -
Issuance of Convertible BT AR E S
Bonds Il - 161,239
Conversion during R EAR B R
the period - (457,087)
(Gain) loss recognised B ARERE (W) B8
in profit or loss (2,468) 559,913
At 30 June RNA=1+H 7,147 264,065

Of the total losses or gains for the current interim period
included in profit or loses, unrealised gain of HK$2,468,000
(2015: unrealised loss of HK$209,610,000) related to embedded
derivative components of convertible bonds held at the end of
the interim period. The fair value gain or loss are included in other
gains and losses.

Fair value measurements and valuation process
The Chief Financial Officer of the Company determines the
appropriate valuation techniques and inputs for fair value
measurements.

In estimating the fair value of an asset or a liability, the Group uses
market-observable data to the extent it is available. Where Level
1 and 2 inputs are not available, the Group engages third party
qualified valuers to perform the valuation for financial instruments
that are measured at fair value on a recurring basis. The Chief
Financial Officer works closely with the qualified external valuers
to establish the appropriate valuation techniques and inputs to the
model.
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23.

24.

Chiho-Tiande Group Limited

FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (continued)

Fair value measurements and valuation process
(continued)

The Chief Financial Officer engages the external valuers to
perform the valuations of the embedded derivative portion
of convertible bonds required for financial reporting purpose,
including Level 3 fair value measurements of financial instruments.
As a part of the valuation process, the Chief Financial Officer
reports the findings to the board of directors of the Company
semi-annually, in line with the Group’s interim and annual
reporting dates.

Information about the valuation techniques and inputs used in
determining the fair value of various assets and liabilities are
disclosed above.

PENDING LITIGATIONS

The Group is a defendant in legal claims filed by the lessor
of certain properties in Shanghai, the PRC for unpaid rent,
management fees, early termination fee and reinstatement
costs totalling approximately RMB40.6 million (equivalent to
approximately HK$47.5 million). The Group filed a counter-
claim against the lessor of overall expected direct economic loss
of approximately RMB108 million (equivalent to approximately
HK$126.4 million) as a result of alleged misrepresention by the
lessor.

The People’s Court in Baoshan District, Shanghai, the PRC
("Baoshan District Court”) delivered an initial judgement in
December 2013. In summary, the initial judgment is in favour to
the Group, details of which are set out in the announcement of
the Company dated on 15 January 2014. Both the Group and the
lessor had applied for an appeal against this judgement. On 12
January 2015, the Baoshan District Court delivered the revised
judgement in relation to these legal claims. The Group applied
for an appeal against the judgement given on 12 January 2015.
On 19 June 2015, the Shanghai No. 2 Intermediate People’s
Court revoked the appeal and upheld the judgement made on
12 January 2015. The Group applied for an appeal against the
judgement given on 19 June 2015.
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PENDING LITIGATIONS (continued)

The court case is still in progress. The directors of the Company,
after obtaining legal advice and considering the full provision
already made by the Group as disclosed in Note 14, are of the
opinion that eventual resolution of the above litigations will not
have any material adverse impact to the Group's future results and
financial position.

CONTINGENT LIABILITY

The Company is a defendant to a legal claim by Delco (the
“Claim”) regarding an alleged non-payment of the loan advanced
by Delco Asia Company Limited to subsidiaries of the Company,
amounting to approximately HK$57,827,000 together with
interest and costs. The court case is still in progress and there is
no further update since 31 December 2015. Details of the Claim
are set out in note 40 to the Group’s annual consolidated financial
statements for the year ended 31 December 2015.

ACQUISITION OF SUBSIDIARIES

On 27 January 2016, the Group acquired entire equity interest
of Yantai Liheng Environmental Protection Technology Co., Ltd.
("Yantai Liheng”) through a non-wholly owned subsidiary from
independent third parties. This acquisition has been accounted for
using the acquisition method. Yantai Liheng is principally engaged
in the sale of hazardous waste, lubricating oil, gas oil, base oil,
residual oil, fuel oil and the related additives in the PRC. Yantai
Liheng was acquired so as to start the renewable oil operations
progressively.

On 21 March 2016 (the “Completion Date”), the Group acquired
entire equity interest of Dalian New Green Recycle & Resources
Corporation (“DNG”) from independent third parties. This
acquisition has been accounted for using the acquisition method.
DNG is principally engaged in recycle processing and utilisation
of scrap metals, discarded appliances, office machines and other
wastes in the PRC. DNG was acquired so as to continue the
expansion of the Group’s metal recycling business.

24.

25.

26.

fERERER (48)

HHRARMHDEETR  ADRERE
REEE R RE B AR BT E B
itk (RIRME 14 FTRER) - A LI
FNRERRET G H LB RIE
ERIBRAEREAEATHEE -

HAREE

N~ 8] 7 Delco BLEE R B2 Delco Asia
Company Limited 2 F AR R EA
AR B R EEEH1 57,827,000 7 JriE A £
B R E A miZ A AR RE ([ZF
AW EA - FARBEEETPEBE
—E-REt+-A=t+—RBEtELE—
FEH - ZFRANFBIRAEEEE
—E—AFt+-A=t+—HLLFENF
[EirE iSRRI FEL0 ©

W BB B A A
RZZE—ARF—A=-t++tH KEBE
B—HEEENBARIEBYE =K
BEAVHRRBIBERAR(TEEL
&r]) 2 EBAHE o WHEE RIEEEARR -
EavERTBEEENEHELRE
YRR - Soh - ERbmE . B
AR AR A SR INE - WEEIE S L
HEEERTSRRBEBRERS -

RZZE—R"E=ZA=-+—B(=KH
H])  AEBBBLE=HKRERES
HEEBERMIABRAR([REHLE]D
2 EPARKE o Z B ERWE AN -
NEFHEEZERFRENEHEMTRE
RERESE BEXRE PHAMSBRHE
HEEZEY) o W KNEHF4R B EEEEXR
AEBRSBHERELS

EeRbEEERAET —TNFHEHRE

Ja\

77




Notes to the Condensed Consolidated Financial Statements (continued)
l ARG M S m R M (&)

For the six months ended 30 June 2016 HZE—Z— ~FA=THINEA

26. ACQUISITION OF SUBSIDIARIES (continued) 26. WABHIE A=) (48)

Details of the consideration transferred, assets acquired and RUHE B BT R (E - TN EER
liabilities recognised at the date of acquisition are as follows: FriERBENT :
Yantai
Liheng DNG Total
Ba REF 4 Bt
HK$'000 HK$'000 HK$'000
FHT FHT FHET
Fair value of assets and AU B BT R R & B
liabilities recognised at the RBEHATE

date of acquisition:

Properly, plant and equipment e S ] 40,751 153,597 194,348
Prepaid lease payments SEENEiEA 15,864 3,902 19,766

Deposit paid for acquisition of IR ~ RS KR
property, plant and equipment Fifiizs® 345 - 345
Inventories FE 3,543 4,195 7,738
Trade and other receivables B 5 Kk H b WG 10,905 26,847 37,752
Bank balances and cash RITEREIE® 11,806 7,642 19,448
Trade and other payables B 5 R A ERTTRIE (14,450) (1,570) (16,020)
Bank borrowings ERITIEK (17,838) = (17,838)
50,926 194,613 245,539
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26. ACQUISITION OF SUBSIDIARIES (continued) 26. WABHIE A=) (48)

Yantai
Liheng DNG Total
B KRB #2 Et
HK$'000 HK$'000 HK$'000
FAT FHIT FAT
Total consideration satisfied by: BTOISEEHE 2 BRE
Cash paid (received) B (B¥)RE 64,109 (6,062) 58,047
Consideration payable FERRIE 1,476 - 1,476
Ordinary shares issued BT LB - 111,735 111,735
65,585 105,673 171,258
(note i)
(BRFEET)
Goodwill (bargain purchase gain) A EEEEE
arising on acquisition: (RERKENE)
Consideration transferred, net FregZE R (E - )55 65,585 105,673
Less: net assets acquired B T EEFE (50,926) (194,613)
14,659 (88,940)
(note ii) (note iii)
(Bt &Eii) (B aEiii)
Net cash outflow (inflow) E i E A Y
arising on acquisition: FERemE (RA)
Cash paid (received) 2 (Bl Be 64,109 (6,062) 58,047
Less: Bank balances and cash acquired o PR SRITAA R RIRE  (11,806) (7,642) (19,448)
52,303 (13,704) 38,599
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26. ACQUISITION OF SUBSIDIARIES (continued)

notes:

@)

(i)

(iii)

(iv)

As consideration for the acquisition of DNG, 31,037,585 ordinary shares
of the Company were issued and cash of approximately HK$6 million was
received pursuant to the condition as stipulated in the acquisition agreement.
The fair value of the ordinary shares of the Company, determined using the
open market price of the Company on the Completion Date, amounted to

approximately HK$112 million.

Goodwill arose in the acquisition of Yantai Liheng because the cost of the
combination included a control premium. It is not expected to be deductible
for tax purposes.

According to the acquisition agreement dated 21 August 2015 (the
“Agreement Date”), the major consideration for the acquisition of DNG is
settled by way of an issue of 31,037,585 shares of the Company. From the
Agreement Date to the Completion Date, there was a sharp decrease in the
market price of the Company’s shares that resulted in a significant decrease
of the fair value of ordinary shares of the Company issued on the Completion
Date. The bargain purchase gain on acquisition of DNG is mainly attributable

to the sharp decrease in the market price of the Company'’s shares.

Included in the loss for the period are losses of HK$3,420,000 and
HK$2,455,000 incurred by Yantai Liheng and DNG respectively. No revenue is

generated from Yantai Liheng and DNG during the current interim period.

Had the acquisition of Yantai Liheng and DNG been completed on 1 January
2016, the aggregate loss for the period of the Group would have been
HK$175,281,000. The pro forma information is for illustrative purposes only
and is not necessarily an indication of results of operations of the Group that
actually would have been achieved had the acquisitions been completed on 1

January 2016, nor is it intended to be a projection of future results.

27. MAJOR NON-CASH TRANSACTION
During the current interim period, the Group acquired entire
equity interest of DNG by issuance of ordinary shares of the
Company. Details are set out in Note 26.

During the previous interim period, the Group derecognised the
original Convertible Bonds | upon the substantial modification of

terms and recognised the new Convertible Bonds Il. Details of the
derecognition and recognition of convertible bonds are set out in
Note 16.

This report is published in both English and Chinese languages. Should there be any

inconsistency between the Chinese and English versions, the English version shall prevail.

Chiho-Tiande Group Limited
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