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Mr. Gao Feng (Chairman)
Mr. Zheng Mingguo (General manager)
(appointed as an executive Director and
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Mr. Sun Zhenmin

Mr. Liu Yang (appointed as an executive Director on 1 January 2018)
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Mr. Leung Kam Wan (Chairman)
Mr. Gao Baoyu
Mr. Liu Chenguang
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Mr. Liu Chenguang (Chairman)
Mr. Gao Baoyu

Mr. Leung Kam Wan

Mr. Gao Feng

Nomination Committee

Mr. Gao Feng (Chairman)
Mr. Leung Kam Wan
Mr. Liu Chenguang

Safety and Environmental Protection Committee

Mr. Zheng Mingguo (Chairman)

(appointed as a chairman on 1 January 2018)
Mr. Guo Xitian (Chairman)

(resigned from a chairman on 1 January 2018)
Mr. Gao Baoyu
Mr. Sun Zhenmin

COMPANY SECRETARY
Ms. Lau Wai Chun

INDEPENDENT AUDITOR
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PRINCIPAL BANKERS

Bank of China (Hong Kong) Limited

The Hong Kong and Shanghai Banking Corporation Limited

Industrial Bank Co., Ltd., Weifang Branch

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

China Construction Bank, Weifang Branch

HONG KONG SHARE REGISTRAR AND TRANSFER
OFFICE

Computershare Hong Kong Investor Services Limited

Shops 1712-1716 on the 17th Floor

Hopewell Centre 183 Queen’s Road East

Wan Chai

Hong Kong

REGISTERED OFFICE

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

PRINCIPAL PLACE OF BUSINESS IN HONG KONG

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

12 Harcourt Road Central

Hong Kong

HEAD OFFICE AND PRINCIPAL PLACE OF BUSINESS IN
THE PEOPLE'S REPUBLIC OF CHINA (THE “PRC")
Weifang High Tech Industry Development Zone

Weifang City

Shandong Province

The PRC

COMPANY WEBSITE

www.tdchem.com

STOCK CODE
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”): 609

INVESTOR RELATIONS

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

12 Harcourt Road Central

Hong Kong

Tel: 852-2866 6848

Fax: 852-2866 8922
ir@tdchem.com
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Financial Highlights and Five Years Financial Summary

g —T—=F —ZT-MNF —T-HF TR F ZT—tF
Notes 2013 2014 2015 2016 2017
#E Results
(UARETFTHT) (expressed in RMB'000)
EEH Revenue 1,195,178 1,121,127 1,123,408 1,265,389 1,407,329
e Gross profit 342,888 284,172 316,889 396,301 282,645
RRFHEB AER G Profit attributable to owners
of the Company 188,086 154,505 172,371 219,603 101,562
SRERBHALE) Basic earnings per share (in RMB) 1 0.222 0.182 0.204 0.259 0.120
REFE - BIE - HER Earnings before interest, taxation,
BHABF(REFE depreciation and amortisation
HE - rEREHENAR]) ( "EBITDA" ) 320,563 279,007 318,752 407,695 250,895
BRI Financial Positions
(UARETFTHT) (expressed in RMB'000)
BEE Total assets 2 1,105,465 1,230,982 1,382,766 1,620,560 1,925,006
BaE Total liabilities 3 175,383 176,565 204,766 302,933 556,481
BRFEEANEE) Net assets per share (in RMB) 4 1.098 1.245 1.391 1.553 1.606
Jif i Financial Ratios
ENEL Current ratio 5 2.9 3.7 3.7 3.0 1.5
RENLL & Quick ratio 6 2.4 3.1 3.2 2.5 1.2
BERE Gearing ratio 7 MNEA TEA TER NEF TEA
N/A N/A N/A N/A N/A
HHERERE Average capital employed 8 33.6% 30.5% 26.8% 29.0% 24.6%
5T Notes:
1 ST = ARpaEEARGERN-FR 1 Basic earnings = Profit attributable to owners of the Company +
EARZF R EEBEITIRD M98 - per share Weighted average of issued shares of the Company
(FRREARZF TR BEAR L EN for the year. (The calculation of basic earnings per
ETHROBEHE - MREE share is based on the weighted average number
—E—=—F.ZFTNE. —F of 846,878,000, 846,878,000, 846,878,000,
—hFE ZE-RNFRZE—+ 847,574,721 and 850,499,995 shares of the
F+ZRA=+—HLEREFEZ Company for the five years ended 31 December
ARRMEFIRMNDEE 55 2013, 2014, 2015, 2016 and 2017 respectively.)
/£ 846,878,000 % * 846,878,000
[i% - 846,878,000/% - 847,574,721
% % 850,499,995 % °)
2 WEE = FRBEE+RPEE 2 Total assets = Non-current assets + Current assets
3 N =N = FRPEE+RBERE 3 Total liabilities = Non-current liabilities + Current liabilities

4 BRFEE Motk - FERARAD BTG 4
HE-N-T—=F - —F—0
F ZE-IF —EFX
—T—+F+-A=+—H"
BOFEETDDRREARARFD
% 17 I 1) 21 H 846,878,000 -
846,878,000% - 846,878,000 -

848,698,000 A% & 851,954,000 B &+
%)

Net assets per =
share

Total equity = Number of issued shares of the
Company at the year end. (As at 31 December
2013, 2014, 2015, 2016 and 2017, the calculation
of net assets per share is based on the number of
issued shares of the Company of 846,878,000,
846,878,000, 846,878,000, 848,698,000 and
851,954,000 respectively.)

5 BN
6 R
7 BELE

RBEE - RBEE 5
(RBEE-FE)-RPAE 6
FREGIRRITERSERE 7

EHEMRITERIR 2 ETRRER)
<+ KBtk

Current ratio = Current assets — Current liabilities

Quick ratio = (Current assets - Inventories) = Current liabilities

Gearing ratio = Net debts (Total borrowings net of bank and cash

balances and pledged bank deposits) = Total equity

8 BARERE = REAFE - FE- - FTEREE 8 Return = EBITDA/(Total equity — non-current debt financing)
([BX AR (RS - FEREE on capital
EIRE]) BhE) employed
("ROCE")
FHEAR = (BYEARERE+BREARMD Average capital (Opening ROCE + Closing ROCE)/2
B3R = H=E), 2 employed

RELCITERERAF

“E-LFER
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Financial Highlights and Five Years Financial Summary
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Chairman's Statement

BEELE &
Mr. Gao Feng Chairman

FEXEE RESULTS FOR THE YEAR

BE—FHNAEBRIEASEN—F « FEBATUR 2017 is an unusual year to the Group. The results of the Group were
SETELEECR - FM R GSIRERKIEEFLL  significantly affected by a variety of unfavourable factors, including
NMTSHEEMBEEREZNENT - AEBEFEEZE]  tightened government policies on the industry, soaring prices of raw
RRFERE - AEEENFAKEMFERTEE  materials and intense market competition. The new products of the
HAEMEERESMREFNEEES - IR TIRE  Group, which were planned to launch during the year, were suffered
FERE - TRERRTE MMM KRAERMERIEEFEN - from a production delay due to the changes in the approval procedures
gEoh - FEEIR T E R IRIRIAIE - EEMEA AR of local regulatory authorities. The revenue to be generated by these
B OMEERTESEA - BRIEFIZERSAEE  new products was unable to be reflected during the year under review.
T PEELZERREAEBEALIN - SIBEEMRZA  Against the backdrop of governmental policies on tightening regulations

° RE{ITERERAF “E-LFER
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Chairman's Statement

BRR
AANBRERREBUEIEZRBRAF ( [AA
Al - EREMBRRSER FK’%IJ )
= (&%) ) AzESFe ( [EFg)
EHEXBE-_Z—tF+T-_A=T—HLF
B2 FERE -

-

&
)

Dear shareholders,

On behalf of the board (the “Board”) of
directors (the “Directors”) of Tiande Chemical
Holdings Limited (the “Company” and together
with its subsidiaries, collectively the “Group”),
| hereby present the annual report for the year
ended 31 December 2017.

A RMERTIEZREMEERPLREEERN—F  on environmental protection, improving the supply side reformation,
Bk e »—J7m| - T)ﬁ?&%iﬁﬁ(ﬁ%f%ﬁ%ﬂ%% facilitating the transformation of conventional industries and controlling

£, SRHAESR  mgHnEEz  AEEMWES  the expansion of production capacity, enterprises were increasing their
HEBIR KRS E'Mﬁﬁﬁékﬂ A - REBFEE  spending on safe production and environmental protection, resulting
KR IR AAREREIE o in an increase in production costs. Consequently, prices of key raw

materials kept soaring during the year under review. Besides, the
downstream of the industry chain was undermined by more stringent
government policies, thus jeopardising the market demand. In view of
these unfavourable factors, coupled with intense market competition,
selling prices of products of the Group have remained flat. Therefore, the
Group's profit recorded a significant decrease on a year-on-year basis.

Annual Report 2017 Tiande Chemical Holdings Limited 0
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RESULTS FOR THE YEAR (Continued)

During the year under review, despite the prolonged challenging
operating environment, the Group managed to make every endeavour
to take the lead in planning for its future and forge ahead, to improve its
production efficiency and to optimise the development plan for its new
products. Accordingly, the upgrading of production capacity of products
with promising potential and the project initiation for new products were
all well on track, thereby laying a solid foundation for the Group’s future
growth. In addition, the Group increased its spending on safe production
and environmental protection for the sake of ensuring the Group’s
sustainable operation amidst the stringent regulation and supervision on
environmental protection. Besides, the Group completed the acquisition
of 45% equity interests in Dekel Investment Holdings Limited (“Dekel
Investment”), which became a direct wholly-owned subsidiary of the
Company. The acquisition is in line with the Group's long term business
development, and is also helpful to leverage on its competitive edges in
vertical integration into the scope of instant adhesives and to accelerate
market penetration. In order to further realise the potential value of Dekel
Investment, the Group will keep on enhancing the production efficiency,
and will also speed up the pace of enlarging the market share of instant
adhesive by implementing effective business strategies.

During the year under review, the Group never stopped to invest in the
research and development of new products, thus ensuring the smooth
operation in the production of existing products and the improvement of
production efficiency on one hand, and enabling appropriate judgement
and adjustment on the business direction, technological improvement
and advancement of the Group's product development in future on
the other hand. The Group is now co-operating with a prestigious
research institution, aiming to lay a solid technical groundwork for
the development of new and pipeline products. In respect of talent
management, young and competent employees were promoted to
the management team of the Group. The Board will also train up and
appoint the right person to the right position within the Group. All these
measures will generate new and sustainable momentum for the Group's
long-term development.

PROSPECTS

In a challenging business environment and an ever-more competitive
market, the Group’s profitability will still be faced with downward
pressure in the near future. The Group will make every effort to address
the challenges. Moreover, the Group will enhance its competitiveness
on a continuous basis and adopt a prudent manner in managing its
operation, aiming at achieving a healthy and sustainable development for
the Group and rewarding the shareholders (the “Shareholders”) of the
Company.
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DIVIDEND

The Board proposed a final dividend of HK$0.01 (2016: HK$0.08) per
ordinary share of the Company (the “Share”) for the financial year ended
31 December 2017. Subject to the approval by the Shareholders at the
forthcoming annual general meeting of the Company, the final dividend
is tentatively to be distributed to the Shareholders on or about 28 June
2018. Together with the interim dividend of HK$0.04 (2016: HK$0.04)
per Share paid to the Shareholders during the year, the total dividends for
the year under review is HK$0.05 (2016: HK$0.12) per Share.

APPRECIATION

I would like to take this opportunity to express my gratitude to our
employees for their relentless efforts and my fellow Directors and the
management team for their commitment and dedication during the year.
| also thank our customers, suppliers, shareholders and bankers for their
continuous supports. The success of the Group would not have been
possible without their contribution, efforts and trust in us.

On behalf of the Board
Gao Feng
Chairman

Hong Kong, 26 March 2018
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Biographical Details of Directors and Senior Management
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EXECUTIVE DIRECTORS

GAO Feng, aged 56, is the chairman of the Board (the “Chairman”). He
is responsible for the overall strategic development, business planning
and policy setting of the Group. He graduated from Tsinghua University
with a degree of Bachelor of Mechanical Engineering and a postgraduate
of Precision Instrument in 1985 and 1987 respectively. Mr. Gao had
worked for Sojitz (Qingdao) Co., Ltd. from 1988 to January 2015. He
was promoted as deputy general manager of Sojitz (Qingdao) Co., Ltd. in
2004. Mr. Gao joined the Group in February 2015. He has nearly 30 years
of experience in the chemical industry.

ZHENG Mingguo, aged 43, is a general manager of the Company since
January 2018. Mr. Zheng graduated from #5m 2 #AT & FRIEK
(Weifang Changwei Teachers College) majoring in chemical and A
RER (Party School of the Central Committee) majoring in economics
and management in July 1995 and December 2008 respectively. Prior to
joining the Group, Mr. Zheng had worked for #7532 (3£ B (Weifang
Huaseng Enterprises Group) for the period from July 1995 to November
1997. He was accredited as national registered safety engineer by B %
SHEEEEEEMAR (State Administration of Work Safety) in 2006. He
also qualified as a senior engineer by [IERE TG SATEELE
& (Technical Engineering Position Advance Accreditation Committee of
Shandong Province) in 2010. Mr. Zheng joined the Group in November
1997. He has around 20 years of experience in the chemical industry.

WANG Zijiang, aged 53, is an executive Director and one of the
founders of the Group. He graduated from Nanjing Chemical College
(now known as Nanjing University of Technology) in 1988, majoring in
chemical engineering. He worked for three years since 1991 in Weifang
New Technology Research Centre. After that, Mr. Wang co-founded
Weifang Tianhong Equity Investment Company Limited (“Weifang
Tianhong”) in 1996. Mr. Wang has over 20 years of experience in the
chemical industry.

SUN Zhenmin, aged 41, is a deputy general manager of the Company
and a member of the safety and environmental protection committee
of the Company since 1 January 2018 and 22 May 2015 respectively.
Currently, Mr. Sun is fully responsible for overall technical works related
to products development and productions of the Group. He graduated
from the China University of Petroleum with a bachelor’s degree in fine
chemicals and a postgraduate degree of chemical engineering in 1999
and 2010, respectively. Mr. Sun was awarded the title of Outstanding
Young Entrepreneur of Weifang city (#mEFFFLEK) in 2013,
Mr. Sun joined the Group in 1999. He has over 15 years of experience in
the chemical industry.
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EXECUTIVE DIRECTORS (Continued)

LIU Yang, aged 34, is a general manager of Weifang Common Chem
Co., Ltd., an indirect wholly-owned subsidiary of the Company, since
March 2016. Mr. Liu is a son of Mr. Liu Hongliang (a co-founder of
the Group and a deemed ultimate beneficial owner of a controlling
Shareholder). Mr. Liu joined the Group in April 2014. He graduated from
China University of Petroleum with a degree of Bachelor of Electronic
and Information Engineering and Simon Fraser University with a degree
of Bachelor of Finance in 2006 and 2010 respectively. Prior to joining the
Group, Mr. Liu worked as a channel manager of BRFiFAEEEIEAIR
A A] (Xingzheng Securities Asset Management Co., Ltd.) for the period
from November 2011 to March 2014.

INDEPENDENT NON-EXECUTIVE DIRECTORS

GAO Baoyu, aged 56, has been appointed as an independent non-
executive Director since 4 October 2006. He is the professor of
environmental engineering and the tutor of the postgraduate students
studying for doctorate degrees of Shandong University since September
1999 and November 2001 respectively. He was also the dean of the
school of environmental science and engineering of Shandong University
from January 2001 to November 2012. Mr. Gao was awarded by
Shandong Provincial People’s Government as one of the Middle-aged and
Young Expert with Outstanding Contributions in Shandong Province in
2007. He graduated from Tsinghua University in 1999 with a doctorate
degree in engineering majoring in environment engineering.

LEUNG Kam Wan, aged 52, has been appointed as an independent
non-executive Director since 1 March 2007. Mr. Leung graduated from
Hong Kong Baptist University and Hong Kong Polytechnic University with
a degree of Bachelor of Business Administration in Finance and a master
degree in corporate governance in 1992 and 2007 respectively. Mr.
Leung is an associate member of The Hong Kong Institute of Certified
Public Accountants, a fellow of The Association of Chartered Certified
Accountants, an associate of The Institute of Chartered Secretaries and
Administrators and an associate of The Hong Kong Institute of Chartered
Secretaries. Mr. Leung has been a practicing certified public accountant
for over 10 years. He has extensive experience in financing, accounting
and auditing. Mr. Leung currently is the managing director of Leung Kam
Wan CPA Limited and a director of CCTH CPA Limited.

Annual Report 2017 Tiande Chemical Holdings Limited a
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INDEPENDENT NON-EXECUTIVE DIRECTORS (Continued)

LIU Chenguang, aged 55, has been appointed as an independent non-
executive Director since 4 October 2006. Mr. Liu obtained from East
China Petroleum Institute (now known as China University of Petroleum)
a bachelor’s degree in science majoring in petroleum refining in 1982
and a master’s degree in applied chemistry in 1985. He also obtained his
doctorate degree in applied chemistry from China University of Petroleum
(Beijing) in 1991. Mr. Liu has been appointed as an associate professor of
China University of Petroleum in 1992, was then promoted as a professor
in 1994 and subsequently took on the post as the tutor of postgraduate
students studying for doctorate degrees in 1998 and has ever since
become the professor and tutor at China University of Petroleum. Mr. Liu
was the dean of the college of chemical engineering of China University
of Petroleum from May 2004 to April 2013. Currently, he is a professor
of the college of chemical engineering of China University of Petroleum.
Mr. Liu is a member of China Petroleum Society, China Chemistry Society,
China Chemical Society, American Chemistry Society and director of
Shandong Chemistry and Chemical Society.
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FINANCIAL REVIEW
Revenue

The revenue of the Group for the year ended 31 December 2017
increased by 11.2% to approximately RMB1,407.3 million, as compared
with approximately RMB1,265.4 million in 2016. Such growth was
mainly attributable to (i) the two newly acquired subsidiaries, in which
one was acquired in the second half of 2016 and the other was
acquired 45% equity interests of a joint venture in September 2017,
having made considerable contribution to the revenue of the Group;
and (i) the expansion of production capacity of certain products with
good development potential in the past had provided solid support in
the enlargement of the market share and revenue, albeit the shrinking
of overall market demand and increasingly demanding operating
environment during the year under review.

Gross profit

During the year under review, the Group had used its best endeavours
to optimise and improve the efficiency of its overall productivity and
implemented a more cost effectiveness production layout to mitigate
the adverse impact induced by higher prices of raw materials. However,
the gross profit of the Group was affected by the steep increase in raw
material costs and had dropped to approximately RMB282.6 million
eventually, representing a decrease of approximately RMB113.7 million or
28.7% as compared with approximately RMB396.3 million in 2016 while
the gross profit margin also declined to 20.1% when compared with
31.3% in 2016.

Operating income and expenses

The other income was mainly comprised of (i) release of deferred income;
(ii) bank interest income; (iii) various grants from the relevant local
authorities to encourage the Group's business development; and (iv)
other miscellaneous income during the year under review.

The selling expenses slightly increased by approximately RMB1.1 million
to approximately RMB44.8 million (2016: RMB43.7 million) during the
year under review. Such increase was mainly attributable to the increase
in sales commission and staff costs. The selling expenses of the Group's
revenue was 3.2% (2016: 3.5%).

During the year under review, the administrative and other operating
expenses increased by approximately RMB32.5 million from approximately
RMB50.3 million in 2016 to approximately RMB82.8 million in 2017.
The increase was mainly attributable to the increase in exchange loss,
impairment loss on a trade receivable and write-off of property, plant and
equipment. Administrative and other operating expenses of the Group’s
revenue was 5.9% (2016: 4.0%).
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FINANCIAL REVIEW (Continued)
Finance costs

Finance costs mainly represented bank borrowings interest, which
increased by approximately RMB2.9 million from approximately RMB1.2
million in 2016 to approximately RMB4.1 million in 2017. The increase
was mainly due to an increase in the amount of average bank borrowings
and interest borrowings rate during the year under review.

Fair value loss/gain on derivative financial instruments

On 30 June 2011, the Company entered into a joint venture agreement
(the "JV Agreement”) with Henkel Hong Kong Limited (“Henkel”)
to set up Dekel Investment for developing a specialty chemical for an
industrial use product. Under the JV Agreement, (i) the Company was
granted with a call option to require Henkel to sell or cause the sale of
all of the equities of Dekel Investment held by Henkel and/or its affiliates
to the Company at the call option price; and (ii) Henkel was granted
with a put option to require the Company to purchase or cause the
purchase of all of the equities of Dekel Investment held by Henkel and/
or its affiliates at the put option price. Such options can only be exercised
during the option period set on specified future dates (please refer to
the announcement of the Company dated 3 July 2011 for details). Thus,
the JV Agreement is deemed to contain embedded derivative which is
required to be carried at fair value under Hong Kong financial reporting
standards. For the year ended 31 December 2016, the fair value gain on
the embedded derivative financial instruments was, determined by an
independent valuer adopting a binomial lattice model at, approximately
RMB10.3 million. On 30 June 2017, the Company and Dekel Investment
entered into a sales and purchase agreement with Henkel to acquire all
of the equities of Dekel Investment held by Henkel (please refer to the
announcements of the Company dated 30 June 2017 and 28 September
2017 for details). According to the non-default termination provision
clauses under the JV Agreement, the derivative financial instruments
were no longer applicable. Therefore, the fair value carried forward for
the derivative financial instruments of approximately RMB3.0 million was
derecognised in the consolidated income statement during the year under
review.

Details of the embedded derivative financial instruments are set out in
note 34 to the financial statements for the year ended 31 December
2017.

Profit for the year attributable to owners of the Company

The profit for the year attributable to owners of the Company has
decreased by approximately RMB118.0 million to approximately RMB101.6
million in 2017, representing a decrease of 53.7% as compared with that
of approximately RMB219.6 million in 2016.
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FINANCIAL REVIEW (Continued)
Trade and bills receivable

As at 31 December 2017, trade receivables increased to approximately
RMB196.7 million, representing an increase of approximately RMB12.7
million or 6.9% as compared with approximately RMB184.0 million
recorded as at 31 December 2016. About 82.5% of trade receivables
were incurred in the last quarter of 2017 and most of them are not yet
due and 8.3% of trade receivables were incurred in the third quarter of
2017. Only 9.2% of trade receivables are over due 180 days. Up to the
date of this report, over 75.8% of trade and bills receivable have been
settled. Thus, the Directors considered that no further bad debt allowance
is required on the balance of trade receivables as at 31 December 2017.

As at 31 December 2017, bills receivable amount of approximately
RMB90.0 million, decreased by approximately RMB158.0 million or
63.7% as compared with the balance of approximately RMB248.0 million
as at 31 December 2016. Since all bills receivable are bank acceptance
bills, which are non-interest bearing and most of them have a maximum
maturity period of six months, the payments of which were guaranteed
by the licensed banks in the PRC. As a result, the default risk is considered
minimal. Accordingly, the Directors considered that no allowance for
doubtful debt is required.

Bank borrowings

All bank borrowings were at floating interest rates and are denominated
in Hong Kong dollars and Renminbi. As at 31 December 2017, bank
borrowings increased to approximately RMB194.1 million, representing a
net increase of approximately RMB137.3 million or 241.7% as compared
with the balance of an approximately RMB56.8 million as at 31 December
2016. Such an increase is mainly attributable to financing (i) the general
working capital of the Group; (ii) the acquisition of 45% equity interests
in Dekel Investment and; (iii) capital expenditure incurred for construction
of production lines for a newly developed product.

Annual Report 2017 Tiande Chemical Holdings Limited a
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FINANCIAL REVIEW (Continued)
Liquidity and financial resources

The Group’s primary source of funding included the net cash inflow
generated from operating activities of approximately RMB277.4
million (2016: RMB241.1 million); newly raised bank borrowings of
approximately RMB251.4 million (2016: RMB56.8 million); loan from
a non-controlling shareholder of approximately RMB2.1 million (2016:
RMB3.4 million); net proceed of issue of Shares due to exercise of
share options of approximately RMB4.1 million (2016: RMB2.3 million);
bank interest received of approximately RMB2.6 million (2016: RMB1.8
million); government grants received of approximately RMB2.7 million
(2016: RMB1.3 million); no loan repayment from a joint venture (2016:
0.4 million); proceeds on disposals of property, plant and equipment
of approximately RMB0.03 million (2016: RMBO.1 million); and capital
injection from non-controlling shareholders of approximately RMB30.1
million (2016: RMB2,000). With the financial resources obtained from
the Group's operations, the Group had spent approximately RMB276.9
million (2016: RMB82.0 million) in the acquisition of property, plant and
equipment; net payment for acquisition of a subsidiary of approximately
RMB14.0 million (2016: RMB39.1 million); repayment of shareholder
loan to a joint venture partner of approximately RMB25.0 million (2016:
Nil); repayments of bank borrowings of approximately RMB111.2 million
(2016: RMB33.0 million); acquisition of prepaid land lease payments of
approximately RMB4.7 million (2016: Nil); interest paid of approximately
RMB4.0 million (2016: RMB1.2 million) and dividends paid of
approximately RMB88.1 million (2016: RMB83.9 million) during the year
under review. As at 31 December 2017, the Group had bank and cash
balances and pledged bank deposits of approximately RMB228.8 million
(2016: RMB184.3 million), of which 53.8% was held in Renminbi, 16.0%
was held in United States dollars and the remaining balances were held in
Hong Kong dollars and euros. During the year under review, the Group
did not use any financial instruments for any hedging purposes.

As at 31 December 2017, the Group had recorded net current assets of
approximately RMB262.4 million (2016: RMB549.0 million), the current
ratio of the Group was approximately 1.5 times (2016: 3.0 times), and
total borrowings of approximately RMB199.2 million (2016: RMB60.2
million). The Group still retains a healthy financial position and attained a
net cash balance of approximately RMB29.6 million (total cash and cash
equivalent plus pledged bank deposits net of total borrowings) as at 31
December 2017 (2016: RMB124.1 million).

The Group had a solid financial position and continued to maintain a
steady cash inflow from operating activities, coupled with the available
cash resources on hand and undrawn banking facilities from its banks, the
Group has sufficient financial resources to meet its present commitments
and working capital requirements. The Group will monitor its cash
outflow closely and cautiously and dedicate to maintain a sound financial
position and improve the equity return to the Shareholders.
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FINANCIAL REVIEW (Continued)
Pledge of assets

As at 31 December 2017, a bank deposit approximately RMB30.0 million
(2016: Nil) and bills receivable approximately RMB6.0 million (2016:
Nil) were pledged for bank acceptance bills facilities; a restricted bank
deposit approximately RMB2.0 million (2016: Nil) was a security deposit
requested by the relevant local authority to assure compliance with local
environmental and safety production practices (2016: Nil); and a bank
account with a deposit of approximately RMB2.2 million has been frozen
to secure a pending litigation case under a PRC court order (2016: Nil).

Contingent liabilities

As at 31 December 2017, the Group had no material contingent liabilities
(2016: Nil).

Commitments

As at 31 December 2017, the Group had commitments which has been
contracted but not yet been provided for in the aggregate amount of
approximately RMB100.4 million (2016: RMB80.0 million, among which
approximately RMB60.7 million relates to the loan commitment for
the joint venture project with Henkel), for purchases of property, plant
and equipment as well as construction in progress, while the capital
commitment for authorised but not contracted for in an aggregate
amount of approximately RMB35.1 million (2016: RMB246.6 million)
related to the acquisition of property, plant and equipment as well as
construction in progress.

Funding and treasury policies

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

Exposure to fluctuations in exchange rates

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

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

when appropriate.
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FINANCIAL REVIEW (Continued)
Employees and remuneration policy

As at 31 December 2017, the Group had 1,589 (2016: 1,420) full-time
employees. The increase in the number of employees was mainly due to
the acquisition of a subsidiary and the expansion in business activities of
the Group during the year under review.

For the year under review, the total staff costs incurred including
directors’ remuneration increased to approximately RMB127.9 million
(2016: RMB104.6 million).

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

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

The Company has also adopted a share option scheme for the purpose of
providing incentives and rewards to eligible participants who contribute
to the success of the Group’s operations. During the year under review,
no share option of the Company has been granted (2016: Nil).
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BUSINESS REVIEW

In 2017, tightened government policies and unbalanced market supply
and demand gave birth to soaring prices for raw material used in the
chemical industry, thus posting extreme challenges to the Group's
profitability and results. In respect of revenue, despite a decrease in
downstream demand during the year under review, the revenue of the
Group recorded a 11.2% year-on-year growth, reaching approximately
RMB1,407.3 million. Such increase was due to the following reasons: (i) a
supplement in the production capacity for some of our cyanide products;
and (ii) sales contribution from Jiangsu Chunxiao Pharmaceutical &
Chemical Co., Ltd. ("Jiangsu Chunxiao”) and Dekel Investment, which
were acquired in 2016 and 2017 respectively. Domestic and overseas sales
accounted for 75.2% and 24.8% of total sales of the Group, respectively.
In respect of gross profit and gross profit margin, as a result of intense
market competition, there was limited room for price increments of the
Group’s major products. However, in light of the substantial increase in
prices of raw material, the Group’s gross profit and gross profit margin
were under pressure obviously. The Group's gross profit in 2017 was
approximately RMB282.6 million, representing a year-on-year decrease of
28.7%, while the Group's gross profit margin was 20.1%, representing a
year-on-year decrease of 11.2 percentage points.

Performance of major product segments of the Group during the year
under review is discussed as follows:

Cyanide and its derivative products

Cyanide and its derivative products represented the most significant
business segment of the Group. During the year under review, the
revenue from this segment recorded a year-on-year growth of 8.8%,
amounting to approximately RMB1,299.0 million, representing 92.3% of
the Group's total revenue for the year.

During the year under review, the Group was dedicated to this segment.
The Group strictly observed the government’s ever-more demanding
regulations and kept on improving the production efficiency and
upgrading facilities for environmental protection and safe production
for the purpose of ensuring its competitiveness and the compliance
with requirements on environmental protection and safe production,
thus facilitating the sustainable development of the Group. Since
the government tightened its policies on the industry, supervision on
environmental protection and safe production was more stringent.
As a result, some small and medium enterprises in the downstream
industries had to reduce their production volume or even suspended their
production activities, which in turn exerted negative impact on the sales
of this segment. Nevertheless, the Group acquired Jiangsu Chunxiao
and Dekel Investment in 2016 and 2017 respectively and the sales of
these newly acquired subsidiaries made a great contribution to the
revenue of this segment, thus alleviating the unfavourable influence from
external environmental factors. This segment still recorded a growth in
revenue as compared with that of last year. As the Group’s downstream
enterprises are improving their production and the consolidation and
enhancement of the chemical industry are progressing, the demand from
the downstream industries will gradually increase.

Annual Report 2017 Tiande Chemical Holdings Limited a
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BUSINESS REVIEW (Continued)
Cyanide and its derivative products (Continued)

During the year under review, the Group continuously optimised the
layout of upstream and downstream vertical integration industry chain to
place the Group in a stronger position in the market. The Group increased
the production capacity of its foundational products (e.g. sodium cyanide)
and further expanded the coverage of its horizontal and downstream
product chain, thereby bringing about a more comprehensive industry
chain. As a result, the Group was able to achieve satisfactory economy
of scale, promising production efficiency, better risk diversification and
higher cost efficiency. Given the ever enriching and expanding product
chain of the Group, the competitive edges in the cyanide sector are
getting stronger as the Group steadily heads towards the leading position
of the industry.

Alcohol products

Alcohol products are mainly for internal use, serving the purpose of
enhancing the Group's competitiveness in the vertical integration of its
product chain. During the year under review, the Group strategically
adjusted the production and sales of alcohol products with reference
to the price trend in the market. The revenue generated from external
customers of this segment accounted for only 0.15% of the Group's total
revenue. The Group will continue to adjust its operating strategies in a
flexible manner to cater to the market demand in the future.

Chloroacetic acid and its derivative products

Chloroacetic acid and its derivative products are one of the key raw
materials in the Group's vertical integration of the industrial chain.
Accordingly, the Group attached top priority to the stable and sufficient
internal supply of such products, with the remaining to be sold externally.
During the year under review, in line with the changes in market supply
and demand, the external sales and selling prices of such products
recorded a year-on-year increase. The revenue from external sales was
approximately RMB36.0 million, accounting for 2.6% of the Group's total
revenue. In the future, the Group will continue to optimise its production
technologies and efficiency to enhance the productivity of such products.
The Group aims to fully utilise the aspect of cost-effectiveness of such
products in order to develop the Group’s industry chain.
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BUSINESS REVIEW (Continued)
Outlook

Looking ahead, confronted with various unfavourable factors in the
business environment and the pressure on profit growth in the near
future, the Group's management will act prudently to address the
challenges and stick to its established core development strategies.
In short, the Group will make use of the vertical industry chain of its
existing products and high-barrier platforms to develop horizontal and
downstream products or even end products, as well as explore the
market opportunities to unleash the Group's business advantages in the
downstream sector. Upon the commencement of production of new
projects, the range of the Group’s product mix will be further expanded.
The business scale, revenue and resilience to risks will be strengthened
as well. All these serve to maintain the Group's position in the market. In
addition, the Group is making continuous effort to support its research
and development team, and will work out a well-rounded plan for the
long-term business development and growth given its adequate technical
proficiency. The Board and the Group will take a proactive role to take on
challenges, seize market opportunities and refine the operation to create
higher value for Shareholders.
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The Directors have pleasure in presenting the annual report together
with the audited financial statements of the Group for the year ended 31
December 2017.

PRINCIPAL ACTIVITIES

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

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2017 are set
out in the consolidated income statement on page 62 of this annual
report.

During the year under review, the Directors have declared an interim
dividend of HK$0.04 (2016: HK$0.04) per Share totaling approximately
RMB29.0 million (2016: RMB29.6 million), which was paid to the
Shareholders on 30 October 2017.

The Directors recommend the payment of a final dividend of HK$0.01
(2016: HK$0.08) per Share. The final dividend is tentatively to be
distributed by the Company on or about Thursday, 28 June 2018 to the
Shareholders whose names appear on the register of members of the
Company on Friday, 15 June 2018, which is subject to the approval of the
Shareholders at the forthcoming annual general meeting of the Company
(the "2018 AGM").

BUSINESS REVIEW AND PERFORMANCE

The business review of the Group for the year ended 31 December 2017
is set out in the sections of Financial Highlights and Five Years Financial
Summary, Chairman’s Statement and Management Discussion and
Analysis on pages 4 to 5, pages 6 to 9 and pages 13 to 21 respectively of
this annual report.

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

The Group is committed to maintaining a clean, energy saving
and harmonious environmental conservation policy. Through the
establishment of 1ISO14000 environmental management system, the
Group improves its environmental management ability so as to achieve
environmental optimisation, minimise pollution, energy saving and
reduction of pollutant emissions.

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

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

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

Annual Report 2017 Tiande Chemical Holdings Limited
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BUSINESS REVIEW AND PERFORMANCE (Continued)
Principal risks and uncertainties

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

Strategic risks

1.

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

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

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

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

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

Sourcing strategies of the Group are in place to access multiple
sources for key raw materials and the Group works closely with key
suppliers to maintain a reliable and high-quality supply of goods/
services. The Group strives to identify alternative raw materials
where possible. The Group actively monitors its profit margins and
uses best endeavor to recover input cost increases from customers.
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BUSINESS REVIEW AND PERFORMANCE (Continued)
Principal risks and uncertainties (Continued)

Operational risks

1.

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

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

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

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

Annual Report 2017 Tiande Chemical Holdings Limited 6
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BUSINESS REVIEW AND PERFORMANCE (Continued)
Principal risks and uncertainties (Continued)

Financial risks

1.

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

The management of the Group closely monitors cash flow and
working capital performance on a timely basis to ensure it has
a sound liquidity position and sufficient level of cash and cash
equivalents to finance the Group'’s operations. The management
of the Group regularly review the relevant loan covenants (if any)
for bank borrowings as well as the interest rate exposure and will
consider hedging significant interest rate exposure should the need
arise. Details of the liquidity risk and interest rate risk are set out in
note 42 to the financial statements for the year ended 31 December
2017.

Customers’ credit risk will cause a financial loss if the counterparties
fail to discharge their obligation.

In order to minimise the credit risk, management of the Group has
delegated a team responsible for determination of credit limits,
credit approvals and other monitoring procedures to ensure that
follow-up action is taken to recover overdue debts. The Group
only extends credit to customers based on careful evaluation of
the customers’ financial conditions and credit history. In addition,
the management of the Group reviews the recoverable amount of
debt at the end of the reporting period to ensure that adequate
impairment losses are made for irrecoverable amounts. Details of
the customers’ credit risk are set out in note 42 to the financial
statements for the year ended 31 December 2017.

ANNUAL GENERAL MEETING

The 2018 AGM will be held on Monday, 28 May 2018. Shareholders
should refer to the details regarding the 2018 AGM in the circular of the
Company of 23 April 2018, the notice of the 2018 AGM and the form of

proxy accompanying thereto.
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CLOSURE OF REGISTER OF MEMBERS

For the purpose of ascertaining the Shareholders who are entitled to
attend and vote at the 2018 AGM, the register of members of the
Company will be closed from Wednesday, 23 May 2018 to Monday, 28
May 2018, both days inclusive. In order to qualify for the right to attend
and vote at the 2018 AGM, all transfers accompanied by the relevant
share certificates should be lodged with the Company’s share registrar
and transfer office in Hong Kong, Computershare Hong Kong Investor
Services Limited at Shops 1712-1716 on the 17th Floor of Hopewell
Centre, 183 Queen’s Road East, Wanchai, Hong Kong, for registration
not later than 4:30 p.m. on Tuesday, 22 May 2018.

For the purpose of ascertaining the Shareholders who qualify for the
proposed final dividend in respect of the year ended 31 December 2017,
the register of members of the Company will be closed from Wednesday,
13 June 2018 to Friday, 15 June 2018, both days inclusive. In order to
qualify for the proposed final dividend, all transfers accompanied by
the relevant share certificates should be lodged with the Company’s
share registrar and transfer office in Hong Kong, Computershare Hong
Kong Investor Services Limited, at Shops 1712-1716 on the 17th Floor
of Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong, for
registration not later than 4:30 p.m. on Tuesday, 12 June 2018.

SHARE CAPITAL

Details of movements during the year under review in the share capital
of the Company are set out in note 31 to the financial statements for the
year ended 31 December 2017.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group for
the last five financial years is set out on pages 4 to 5 of this annual report.

RESERVES

Details of movements in the reserves of the Group and of the Company
are set out in the consolidated statement of changes in equity of the
Group on pages 68 and 69 of this annual report and note 32 to the
financial statements for the year ended 31 December 2017 respectively.

DISTRIBUTABLE RESERVES OF THE COMPANY

Under the Companies Law of the Cayman Islands, the share premium
account of the Company can be used for paying distributions or dividends
to Shareholders subject to the provisions of its memorandum or articles
of association and provided that immediately following the distribution
of dividend, the Company is able to pay its debts as they fall due in the
ordinary course of business. As at 31 December 2017, the Company’s
reserves available for distribution to Shareholders amounted in total to
approximately RMB248.5 million (2016: RMB246.1 million).

Annual Report 2017 Tiande Chemical Holdings Limited a
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PROPERTY, PLANT AND EQUIPMENT

During the year under review, the Group spent approximately RMB276.9
million (2016: RMB82.0 million) on property, plant and equipment to
expand its production capabilities. Details of the movements in the
property, plant and equipment of the Group are set out in note 13 to the
financial statements for the year ended 31 December 2017.

INVESTMENT PROPERTIES

The Group's investment properties were revalued at the year end date.
The fair value increase on investment properties arising on revaluation
amounting to approximately RMB1.6 million (2016: RMB3.1 million) has
been credited to the consolidated income statement. Details of movements
in the investment properties of the Group are set out in note 15 to the
financial statements for the year ended 31 December 2017.

DONATIONS

During the year under review, the Group made charitable and other
donations totaling approximately RMBO0.18 million (2016: RMBO0.16
million).

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2017, the five largest customers
accounted for 17.9% (2016: 20.6%) of the Group'’s total revenue, whilst
the revenue attributable to the Group’s largest customer accounted for
5.5% (2016: 6.6%) of the Group's total revenue.

For the year ended 31 December 2017, the five largest suppliers accounted
for 44.7% (2016: 42.0%) of the Group’s total purchases, whilst the
purchases attributable to the Group's largest supplier accounted for
15.3% (2016: 13.3%) of the Group's total purchases.

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

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

Executive Directors:

Mr. Gao Feng

Mr. Guo Xitian (resigned with effect on 1 January 2018)

Mr. Zheng Mingguo (appointed with effect on 1 January 2018)
Mr. Wang Zijiang

Mr. Sun Zhenmin

Mr. Liu Yang (appointed with effect on 1 January 2018)

Independent non-executive Directors:

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

In accordance with article 86(3) of the Company's articles of association
(the “Articles and Association”), Mr. Zheng Mingguo and Mr. Liu Yang
shall retire from office at the 2018 AGM, and in accordance with article
87(1) of the Articles and Association, Mr. Gao Feng and Mr. Gao Baoyu
shall retire from office by rotation at the 2018 AGM, each of them, being
eligible, will offer themselves for re-election as Directors at the 2018
AGM.

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

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

No person proposed for re-election at the 2018 AGM has an unexpired
service contract which is not determinable by the Company or any its
subsidiaries within one year without payment of compensation, other
than statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in the paragraph headed “Connected Transactions”
set out in this report and note 40 to the financial statements for the year
ended 31 December 2017 on “Related Party Transactions”, no contracts
of significance in relation to the Group’s business to which the Company
or any of its subsidiaries was a party and in which a Director had a
material interest, whether directly or indirectly, subsisted at the end of the
year or any time during the year.

Annual Report 2017 Tiande Chemical Holdings Limited 6
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RZE—LF+ZA=+T—H ' &EF - KAQFE As at 31 December 2017, the interests and short positions of the
BITRABRBREZBMEARRNRAR REIESERE  Directors and chief executive of the Company and their associates in
(ERREBHRBEGRAN(TEHRIBEBAGI)EXV  the shares and/or underlying shares of the Company and its associated
)2 R SHAEERG T - BAARREIRIEFE  corporations (within the meaning of Part XV of the Securities and Futures
HREEGEAE 32 EREFE 2 ERMATERE: - Ordinance (the “SFO")), as recorded in the register maintained by the
S EREE R ATRE 5 Em AR RN EWARAIDMEE+  Company pursuant to section 352 of the SFO, or as otherwise notified to
P FTARRIESETESF R HFESTR([F%  the Company and the Stock Exchange pursuant to the Model Code for
SR DFERNAR R ZT 2 s AR ¢ Securities Transactions by Directors of Listed Issuers (the “Model Code”)
contained in Appendix 10 to the Rules Governing the Listing of Securities
on the Stock Exchange (the “Listing Rules”), were as follows:

RBRGBZHER Long position in the Shares
BREAD AR
—2EXE+AMNA
Rz BRETE
REZEREZAR
Number of share
options held EERT
FriER8 B, according to share BRA e
DT EEERRE R RS option scheme AT (%)
Name of company Number of Shares adopted by the Approximate %
BEx=ps /associated held/interest Companyon 513 in the total issued
Name of Director corporation in the Shares 4 October 2006 Capacity share capital
FHIEAE FBEEFRAR 151,840,000 — AR 17.82%
Mr. Wang Zijiang USEDIGERD Interest of
Cheerhill Group Limited corporation

("Cheerhill”) (Note 1)

BAEBEE T (HEET) 67,160,000 — FEzExR 7.89%
Mr. Guo Xitian Cheerhill (Note 1) Interest of

corporation
DA (MEE2) T (HEET) 67,160,000 — EEZEzR 7.89%
Mr. Gao Feng (Note 2) Cheerhill (Note 1) Interest of

corporation
BRRR B ST A (P 3) 300,000 300,000 0.07%
Mr. Zheng Mingguo (Note 3)
FIRRLE — 420,000 300,000 — 0.08%
Mr. Sun Zhenmin (Ff3E4) (M3t 4)

(Note 4) (Note 4)

MRz (HizEs) — 140,000 140,000 — 0.03%

Ms. Shi Huifang (Note 5)

° RELIERERAFR —2-tFFRH
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DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS IN
SECURITIES (Continued)

Notes:

1.

The 584,000,000 Shares were held by Cheerhill, the entire issued share
capital of which is ultimately beneficially owned as to 38% by Mr. Liu
Hongliang, 26% by Mr. Wang Zijiang, 11.5% by Mr. Guo Xitian, 11.5% by
Ms. Zheng Hong, 6.5% by Mr. Guo Yucheng and 6.5% by Mr. Fu Anxu.
Mr. Wang Zijiang and Mr. Guo Xitian are the executive Directors.

Mr. Gao Feng is an executive Director and the spouse of Ms. Zheng Hong,
and therefore an associate of Ms. Zheng Hong.

Mr. Zheng Mingguo is an executive Director with effect from 1 January
2018 who had been granted 600,000 share options by the Company on 10
July 2015.

Mr. Sun Zhenmin is an executive Director with effect from 1 January 2017.
He and his spouse, an employee of Weifang Parasia Chem Co., Limited
("Weifang Parasia”), being an indirect wholly-owned subsidiary of the
Company, had been granted 600,000 share options and 120,000 share
options by the Company on 10 July 2015 respectively.

Ms. Shi Huifang is an employee of Weifang Parasia and the spouse of Mr.
Wang Zijiang who is an executive Director, and therefore an associate of Mr.
Wang Zijiang.

Other than as disclosed above, none of the Directors, chief executive of
the Company nor their associates had any interests or short positions in
any Shares, underlying Shares or debentures of the Company or any of its
associated corporations as at 31 December 2017.

Annual Report 2017 Tiande Chemical Holdings Limited
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SUBSTANTIAL SHAREHOLDERS

As at 31 December 2017, the register of substantial Shareholders
maintained by the Company pursuant to section 336 of the SFO shows
that the following Shareholder had notified the Company of its relevant
interests in the issued Share:

FERRARG R REBARG ZFA Long position of substantial Shareholders in the Shares and/or
underlying Shares
FERGBEE
Rin Rz I
DB HERITROEH
Number of Shares BAE D (%)
held/interest in Approximate %
RERERB the Sharesand &3 in the total issued
Name of Shareholders aggregated interest Capacity Share
U (Pf3E) 584,000,000 E#m#EAA 68.5%
Cheerhill (Note) Beneficiary owner
P 3T Note:

584,000,000 &0 Ty FEIEIFE - A2 EHITRA
BBt SE TFI04E - SBHFMALE - W&+ -
FERCERBLZBEED SRR EZHEE38.0%
26.0% > 11.5% ~ 11.5% ~ 6.5% }6.5% ©

BEXFREEN  R-E—tF+-A=+—H K
XA S AR A AR A B ) S AR B A A0 R B (AR
RBEEFRBEGROAMGARB ZEEIAR X
BARBIREES LB GRIIE336/RFE 2 ERMP
B REIKE

BERORES 2ZH

AR BERAR] - SRR B A7) 5 R FH
J& 1~ R B B A A TR R RS AT S R 2k
HEESAEBEARASEMEMEABRE 2K
REBES (RIRESR) M

° RELIERERAFR —2-tFFRH

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

Save as disclosed above, the Company has not been notified by any person who
had any interest or short position in the Shares or underlying Shares as at 31
December 2017, which are required to be notified to the Company under the SFO
or which are recorded in the register required to be kept by the Company under
section 336 of the SFO.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

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

Certain related party transactions as disclosed in note 40 to the financial
statements for the year ended 31 December 2017 also constituted
connected transactions. The following transactions between certain
connected persons (as defined in the Listing Rules) and the Group
have been entered into and/or are continuing for which relevant
announcements, if necessary, had been made by the Company in
accordance with the requirements of the Listing Rules.

(@ On 30 June 2011, the Company and Henkel entered into the JV
Agreement pursuant to which the Company and Henkel have
agreed to form Dekel Investment. Upon the incorporation of the
Dekel Investment on 23 February 2012, Henkel, being a substantial
shareholder of the Dekel Investment, has become a connected
person of the Company. Hence, the continuing transactions
contemplated under the framework supply agreements which were
entered into between the Company (acting on its own behalf and
on behalf of Weifang Parasia) and (i) Henkel AG & Co. KGaA (acting
on its own behalf and on behalf of Henkel Ireland Ltd., Hekel
Puerto Rico Inc. and Henkel Ltda.), being associates of Henkel, on
6 December 2013 and (ii) Henkel Global Supply Chain B.V. (acting
on its own behalf and on behalf of all business units of Henkel AG
& Co. KGaA (“Henkel Group”)), being associates of Henkel, on 25
January 2017 (the “Supply Agreements”) constitute continuing
connected transactions of the Company under the Listing Rules.
For details, please refer to the announcements of the Company
dated 2 September 2015 and 22 February 2017. On 28 September
2017, the Company completed the acquisition of 45% equity
interests in Dekel Investment held by Henkel. For details, please
refer to the announcements of the Company dated 30 June 2017
and 28 September 2017. Dekel Investment becomes a wholly-
owned subsidiary of the Company and Henkel is no longer be a
connected person of the Company thereafter. During the period
from 1 January 2017 to 28 September 2017, Weifang Parasia
has supplied ethyl cyanoacetate, methyl cyanoacetate and other
chemical products to Henkel Group in aggregated total amount
of approximately RMB22.3 million under the Supply Agreements
which was required to be disclosed under the Listing Rules.
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CONNECTED TRANSACTIONS (Continued)

(b)

(@

On 14 April 2015, Weifang Common Chem Co. Ltd. (*Weifang
Comchem”), an indirect wholly-owned subsidiary of the Company,
and Afinitica Technologies SL (“Afinitica”) entered into an
agreement pursuant to which Weifang Comchem agreed to supply
certain adhesives products to Afinitica annually (the “Supply”). For
details, please refer to the announcement of the Company dated
14 April 2015. Up to 28 September 2017, as Henkel is a substantial
shareholder of the Dekel Investment and Henkel AG & Co. KGaA
is a substantial shareholder of Afinitica, Afinitica becomes a
connected person of the Company. The Supply therefore constitutes
continuing connected transaction of the Company under the Listing
Rules. Afinitica ceased to be a connected person of the Company
since 29 September 2017 (please refer to (a) above for details). No
sales was made to Afinitica during the period from 1 January 2017
to 28 September 2017 under the Supply.

On 19 May 2017, Weifang Dekel Innovative Materials Co., Ltd.,
("Weifang Dekel”), an entity established in the PRC and a wholly-
owned subsidiary of the Dekel Investment entered into a master
supply agreement (the “Master Supply Agreement”) with Henkel
Global Supply Chain B.V. (acting on its own behalf and on behalf
of Henkel Group), being associates of Henkel, and therefore the
transactions contemplated under the Master Supply Agreement
constitute continuing connected transactions of the Company under
the Listing Rules. For details, please refer to the announcement of
the Company dated 19 May 2017. Henkel Global Supply Chain
B.V ceased to be a connected person of the Company since 29
September 2017 (please refer to (a) above for details). During the
period from 1 January 2017 to 28 September 2017, Weifang Dekel
has supplied ethyl cyanoacrylate to Henkel Group in aggregated
total amount of approximately RMB8.8 million under the Master
Supply Agreement.
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CONNECTED TRANSACTIONS (Continued)

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

(1) have been approved by the Board;

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

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

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

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

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

The above disclosure of the continuing connected transactions of the
Group has complied with the disclosure requirements in accordance with
the Listing Rules.

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

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

(e)  On 30 June 2017, the Company, Dekel Investment and Henkel
entered into an agreement pursuant to which the Company has
conditionally to buy and Henkel has conditionally to sell 45% equity
interests in Dekel Investment at a consideration of HKD35,000,000
(the "Acquisition”). Henkel, as being a substantial shareholder of
Dekel Investment and became a connected person of the Company.
The Acquisition therefore constitutes connected transaction of
the Company under the Listing Rules. For details, please refer to
the announcement of the Company dated 30 June 2017. On 28
September 2017, the Acquisition was duly completed. Following
the completion of the Acquisition, Dekel Investment becomes a
wholly-owned subsidiary of the Company and Henkel is no longer
the connected party of the Company thereafter.

Apart from the above transaction (d), other related-party transactions set
out in note 40 to the financial statements did not constitute connected
transactions or continuing connected transactions under Chapter 14A of
the Listing Rules.

Save as disclosed above and in note 40 to the financial statements for
the year ended 31 December 2017, there were no other transactions
which need to be disclosed as connected transactions in accordance with
the requirements of the Listing Rules and no contract of significance,
between the Company, controlling Shareholders, or any of its subsidiaries
and fellow subsidiaries or in which a Director had a material interest,
whether directly or indirectly, or which are required to be disclosed under
the Listing Rules or the Companies Ordinance (Chapter 622 of the laws
of Hong Kong) subsisted at the end of the year or at any time during the
year under review.
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MANAGEMENT CONTRACTS

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

CONFIRMATION FROM INDEPENDENT NON-EXECUTIVE
DIRECTORS

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

PERMITTED INDEMNITY PROVISIONS

During this financial year and up to the date of this report, the Company
has in force indemnity provisions as permitted under the relevant
statutes for the benefit of the directors (including former directors) of the
Company or its associated companies. The permitted indemnity provisions
are provided for in the Articles of Association and in the directors and
officers liability insurance maintained for the Group in respect of potential
liability and costs associated with legal proceedings that may be brought
against such Directors.

EMOLUMENT POLICY

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

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

SHARE OPTION SCHEMES

Under the share option schemes adopted by the Company on 4 October
2006 (the”2006 Share Option Scheme"”) and 20 May 2016 (the “2016
Share Option Scheme”) respectively, share options would be granted
to certain Directors, employees and other eligible participants of the
Company entitling them to subscribe for shares of HK$0.01 each in the
capital of the Company. The 2006 Share Option Scheme was expired and
terminated on 20 May 2016.

Under the 2016 Share Option Scheme, the maximum number of Shares
available for issue upon exercise of all options granted and yet to be
exercised under the 2016 Share Option Scheme and other share option
schemes in aggregate shall not exceed 30% of the number of issued
Shares from time to time. The total number of Shares issued and which
may be issued upon exercise of all options (whether exercised, cancelled
or outstanding) granted in any 12-month period to each participant
must not exceed 1% of the number of Shares in issue unless approved
by the Shareholders in a general meeting. An option may be exercised in
accordance with the terms of the 2016 Share Option Scheme at any time
during a period to be notified by the Board, which must not be more
than ten years from the date of grant. Any Share allotted and issued on
the exercise of options will rank pari passu with other Shares in issue on

the date of allotment.
Tiande Chemical Holdings Limited
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SHARE OPTION SCHEMES (Continued)

The offer of a grant of share options may be accepted within 28 days
from the date of offer, upon payment of nominal consideration of
HK$1 in total by the eligible participants that become grantees. Each
share option will be vested immediately at the date when the option
is accepted. The share options will lapse immediately after the grantee
ceases to be eligible participant of the Group. The options will lapse due
to the expiry of the option’s exercise period.

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

Details of the movement in outstanding share options, which have been
granted under the 2006 Share Option Scheme for the year ended 31

BFEOT - December 2017 are as follows:
REDERTHE FREBITE FRARM RERERTE
Outstanding at Exercised Lapsed Outstanding
AR AL beginning during during  at the end of
Category of grantee of year the year the year the year
HeRE T A D 140,000 — — 140,000
Ms. Shi Huifang ®ete?
FRIRR S £ 2 720,000 (420,000) — 300,000
Mr. Sun Zhenmin ®ote2)
BERARY S A e 300,000 — — 300,000
Mr. Zheng Mingguo ®ote3)
8T 13,180,000 (2,836,000) — 10,344,000
Employees
14,340,000 (3,256,000) — 11,084,000
MEE1 : MRS LT RANITESE FIIAE A - Note 1: Ms. Shi Huifang is the spouse of Mr. Wang Zijiang who is an executive
WARTFFIIREZBEA - Director and therefore an associate of Mr. Wang Zijiang.
a2 . BIEREENR-_Z—tF—A—BEAHITE  Note2: Mr. Sun Zhenmin is an executive Director with effect from 1 January
£ HERS (HAESEYHNEER) RZF 2017, and his spouse, an employee of Weifang Parasia, had been
—hE+EA+HERQFDFIET600,0004% granted 600,000 share options and 120,000 share options by the
BERSCAE 521 20,0001 BE A HEE o Company on 10 July 2015 respectively.
M3 . HEABRAEER T —N\F—HA—H#E AT Note3: Mr. Zheng Mingguo is an executive Director with effect from 1 January

BF R-T-—AFLtATHEARRET
600,00017 B A% 42 - EF300,00017 B AEE A
TR RETE e

° RELIERERAFR —2-tFFRH

2018, had been granted 600,000 share options by the Company on 10
July 2015, in which 300,000 share options had been exercised in 2016.
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SHARE OPTION SCHEMES (Continued)

The fair value of the existing share options of the Company calculated are
inherently subjective and uncertain due to the assumptions made and the
limitations of the model used. The value of an option varies with different
variables of certain subjective assumptions. Any change in variables
so adopted may materially affect the estimation of the fair value of an
option. Further details are set out in Note 33 to the financial statements.

During the year under review, no share option has been granted under
the 2016 Share Option Scheme. As at 31 December 2017, the total
number of Shares available for issue under the 2016 Share Option
Scheme is 84,687,800 which represents 10% and 9.94% of the issued
share capital of the Company as at 20 May 2016 (the date of which the
2016 Share Option Scheme has been adopted by the Company) and as at
the date of this annual report, respectively.

PRE-EMPTIVE RIGHTS

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

TAX RELIFE AND EXEMPTION

The Company is not aware of any tax relief and exemption available to
the Shareholders by reason of their holding of the Company's securities.

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

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

SUFFICIENCY OF PUBLIC FLOAT

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

COMPLIANCE WITH CODE OF BEST PRACTICES

The Company is committed to maintaining the high standard of corporate
governance practices. Information on the corporate governance practices
adopted by the Company is set out in the Corporate Governance Report
on pages 41 to 55 of this annual report.

The Company has adopted the Model Code as its code for dealing in
securities of the Company by the Directors. After specific enquiry by the
Company, all the Directors confirmed that they had complied with the
required standards set out in the Model Code for the financial year ended
31 December 2017.

Annual Report 2017 Tiande Chemical Holdings Limited e
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INDEPENDENT AUDITOR
The financial statements have been audited by BDO Limited (“BDO").

A resolution will be proposed at 2018 AGM to re-appoint BDO as the
independent auditor of the Company.

On behalf of the Board
Gao Feng
Chairman

Hong Kong, 26 March 2018
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The Company is committed to building and maintaining high standards of
corporate governance. Throughout the financial year ended 31 December
2017, the Company has adopted the principles and complied with the
requirements set out in the “Corporate Governance Code” (the "CG
Code") contained in Appendix 14 to the Listing Rules.

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

BOARD OF DIRECTORS
Roles of Directors

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

Corporate governance function

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

Annual Report 2017 Tiande Chemical Holdings Limited a
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BOARD OF DIRECTORS (Continued)
Corporate governance function (Continued)

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

Composition

The Board comprises eight Directors with effect from 1 January 2018,
including five executive Directors and three independent non-executive
Directors. The biographical details of the Directors are set out on pages 10
to 12 of this annual report. The composition of the Board is well balanced
with each Director having sound knowledge, experience and/or expertise
relevant to the business operations and development of the Group. The
independent non-executive Directors, with at least one independent non-
executive Director possessing the appropriate professional qualifications,
or accounting or related financial management expertise, who offer
diversified expertise and experience, contribute significantly to the
important function of advising management on strategy and policy
development. All the Directors are aware of their collective and individual
responsibilities to the Shareholders and have exercised their duties with
care, skill and diligence, contributing to the successful performance of the
Group.

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

The Company maintains appropriate liability insurance to indemnify
its Directors for their liabilities arising out of corporate activities. The
insurance coverage will be reviewed on an annual basis.
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BOARD OF DIRECTORS (Continued)
Appointment, re-election and removal of Directors

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

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

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

Training

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

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

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

under review.
Annual Report 2017 Tiande Chemical Holdings Limited G
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BOARD OF DIRECTORS (Continued)
Chairman and general manager

The chief executive officer of the Company bears the title of general
manager. In order to reinforce the independence and accountability, the
roles of the Chairman and the general manager of the Company are
segregated and performed by Mr. Gao Feng and Mr. Guo Xitian (changed
to Mr. Zheng Mingguo with effect from 1 January 2018) respectively.
There is a clear distinction responsibility of the Chairman to mainly
provide leadership for the Board and ensure the Board is functioning
properly, with good corporate governance practices and procedures,
whilst the general manager of the Company is responsible for managing
the day-to-day operations, implementing business strategies and policies
approved by the Board, developing and formulating the organisational
structure, internal control systems and internal procedures and processes
for the Board's approval. The division of responsibilities between the
Chairman and general manager of the Company has been clearly defined
and set out in writing.

Board meeting

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

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

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

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

Audit Committee

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

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

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

(i) reviewing the Group’s financial and accounting policies and
practices;

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

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

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

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

(i) reviewing the independence and objectivity of the independent
auditor of the Company and discussing with the independent
auditor of the Company the nature and scope of the audit for the
year ended 31 December 2017;

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

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

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

(v)  reviewing the annual financial statements for the year ended 31
December 2016 and interim financial statements for the six months
ended 30 June 2017;

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

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

The members of the Audit Committee had also participated to (i) review
the self-assessment report on compliance of CG code; (ii) evaluate
the sufficiency of resources, the qualification and the experience of
the employees who were responsible for the accounting and financial
reporting of the Group, and the sufficiency of training courses received
by them; (iii) review and approve the annual budget of the Group; (iv)
review the internal audit report of the Group; and (v) review the inside
information disclosure policy, risk management policy, internal control
policy and whistleblowing policy of the Company etc. during the year
under review.

On 26 March 2018, the Audit Committee also held a meeting to review
the financial statements for the year ended 31 December 2017. The
Audit Committee was satisfied that the accounting policies and practices
adopted by the Group are in accordance with the current best practices
in Hong Kong. The Audit Committee found no unusual items that
were omitted from the financial statements and was satisfied with the
disclosures of data and explanations shown in the financial statements.
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BOARD OF DIRECTORS (Continued)
Remuneration Committee

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

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

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

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

Remuneration policy

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

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

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

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

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

During the year under review, the Nomination Committee held one
meeting to (i) assess the current structure, size and composition (including
but not limited to the skills, knowledge and experience) of the Board; (ii)
review the independence of the independent non-executive Directors;
(iii) review and recommend the re-appointment of the retiring Directors
for Shareholders’ approval at annual general meeting; (iv) review the
Board diversity policy; (v) review the Directors succession plan; and (vi)
recommend the appointments of the new Directors for the Board's
approval.
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BOARD OF DIRECTORS (Continued)
The Safety and Environmental Protection Committee

The Safety and Environmental Protection Committee is responsible
for enhancing the safety and effectiveness of production operations
that would eliminate the main operating risk of the Group. The Safety
and Environmental Protection Committee is chaired by Mr. Guo Xitian
(changed to Mr. Zheng Mingguo with effect from 1 January 2018),
an executive Director and other members are Mr. Gao Baoyu, an
independent non-executive Director and Mr. Sun Zhenmin, an executive
Director. The primary duties of the Safety and Environments Protection
Committee include:

(i) formulating the Group’s overall safety and environmental protection
policy and regulations;

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

(i)  inspecting and monitoring the productions and operations of the
Group to ensure the Group's safety and environmental protection
policy and regulations are implemented effectively;

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

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

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

(i) the work tasks completed by SHE department of the Group during
the year under review; and

(i)  upcoming environmental improvement projects to be in according
to the Group’s business development needs and to provide advice
to the Board thereof.
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BOARD OF DIRECTORS (Continued)

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

HEEEDE
Attendance of meetings
Z2R
Bk
RRAEF zEg
VN £ 3] R% Safety and
Annual ZEg ZEE ZE€ Environmental
general Ezg Audit Remuneration Nomination Protection
meeting Board Committee Committee Committee Committee
7 4/4 2/3 17 17 -
7 4/4 13 - - 171
17 4/4 - - - -
17 4/4 - - - 171
17 4/4 3/3 171 17 -
17 4/4 3/3 171 - 171
17 4/4 3/3 171 17 -
Notes:
1. Chairman of the Audit Committee
2. Member of the Audit Committee
3. Chairman of the Remuneration Committee
4. Member of the Remuneration Committee
5. Chairman of the Nomination Committee
6. Member of the Nomination Committee
7. Chairman of the Safety and Environmental Protection Committee
8. Member of the Safety and Environmental Protection Committee

ACCOUNTABILITY AND AUDIT

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

The Directors acknowledge their responsibilities for preparing the financial
statements of the Group in accordance with statutory requirements and
the applicable accounting standards. The Directors also acknowledge their
responsibilities to ensure that the financial statements for the Group are
published in a timely manner. The Directors’ and auditor’s responsibilities
in respect of the financial statements are set out in the “Independent
Auditor’s Report” on pages 56 to 61 of this report.
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ACCOUNTABILITY AND AUDIT (Continued)

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

Monthly updates have been provided to the Board timely during the year
under review. Management is also required to provide detailed reports
and explanation to enable the Board to make an informed assessment
before approval.

INTERNAL CONTROL AND RISK MANAGEMENT

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

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

The internal control and risk management systems of the Group comprise
a comprehensive organisational structure and delegation of authorities,
with responsibilities of each business and operational units clearly
defined and authorities assigned to individuals based on experience and
business needs. Systems have been designed to (i) help the achievement
of business objectives and safeguard assets against unauthorised use
and disposition; (ii) ensure compliance with relevant laws, rules and
regulations, and ensure proper maintenance of accounting records for
provision of reliable financial information used within the business or for
publication; and (iii) identify, manage and mitigate key risks to the Group.

The internal control and risk management systems of the Group are
established to provide reasonable, but not absolute, assurance against
material misstatement or loss and to manage, but not to eliminate, risks
of failure in achieving the Group's business objectives.

An internal audit department of the Group is established to ensure that
all internal control procedures, compliance controls procedures and risk
management measures and procedures are properly implemented. The
internal audit department of the Group is also formulating more control
measures to put in place and aims to establish more comprehensive
management systems so as to support the continuous business
development of the Group. The internal audit department of the
Group will report to the Board directly and periodically after performing
independent reviews and examinations on the risks associated with and
controls over various operations and activities within the Group and
evaluates their adequacy, effectiveness and compliance.
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INTERNAL CONTROL AND RISK MANAGEMENT
(Continued)

During the year under review, the internal audit department of the
Group has performed internal control review and examination on the
operation of technology center of the Group. The findings have been
reported directly to the Board. The Board concluded that no significant
weakness was noted from the internal audit report but the management
will further improve the operations and procedures by implementing
several recommendations suggested by the internal audit department of
the Group. The improvement progress on these audit recommendations
is followed up on a regular basis by internal audit department to the
Board's satisfaction.

The Directors will constantly review the internal control and risk
management systems of the Group at least annually to ensure the
systems remains sound and effective on an on-going basis. During the
year under review, the Directors have reviewed the effectiveness of
the internal control and risk management systems of the Group and
considered that they are effective and adequate. Besides, the executive
Directors participate in the monthly management meetings to review the
Group's financial and operational procedures, fraud investigations (if any),
productivity efficiency and effectiveness etc., and/or meetings held as and
when required to address or rectify irregularities immediately.

In addition, pursuant to the employee handbook of the Group, employees
can report any ethical misconduct, impropriety or fraud cases within
the Group to the independent non-executive Directors or Chairman
anonymously in writing without fear of victimisation, subsequent
discrimination, disadvantage or dismissal.

The Board is responsible for the handling of the dissemination of inside
information and other financial disclosure requirements procedures. The
Board is fully aware of its obligations under the Listing Rules and the
overriding principle that inside information of the Company should be
disclosed as soon as reasonably practicable. The Company has developed
an inside information disclosure policy with reference to the Guide on
Disclosure of Inside Information issued by the Securities and Futures
Commission. Any unauthorised use of confidential or inside information
is strictly prohibited under the inside information disclosure policy of the
Company. The inside information disclosure policy has also clearly defined
the procedures for responding to external enquiries about the Group’s
affairs and ensure the strict confidentiality of inside information prior to
its disclosure. Employees who are privy or have access to unpublished
inside information of the Group have also been notified on the adoption
of the Model Code by the Company and on observing the restrictions
pursuant to Parts Xl and XIV of the SFO. The Board will review the inside
information disclosure policy regularly to make revisions or amendments
thereto, if necessary.
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COMPLIANCE WITH MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company has adopted the Model Code as its own code governing
securities transactions of the Directors. Each of the Directors has
confirmed, upon specific enquiry, his compliance with the Model Code
for the financial year ended 31 December 2017. The Company has
also adopted written guidelines on no less exacting terms than the
Model Code for the relevant employees. The senior management, who,
because of their office in the Group, is likely to be in possession of inside
information, has been requested to comply with the provisions of the
Model Code and the Company's code of conduct regarding securities
transactions by Directors. No incidents of non-compliance of the
employees’ written guidelines by the relevant employees was noted by
the Company during the year under review.

SHAREHOLDERS' RIGHTS

Right to convene extraordinary general meeting
(the”"EGM")

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

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

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

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

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

Right to put forward proposals at general meetings

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

Right to propose a person for election as a Director

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

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

In addition, the Company also communicates to its Shareholder through
announcements and annual and interim reports. All such reports and
announcements can also be accessed via the Company’s website and the
website of the Stock Exchange. The Chairman and the investor relations
manager are the key spokespersons of the Company in all external
media communications and respond to inquiries from Shareholders and
investment community.

INDEPENDENT AUDITOR

The nature and ratio of annual fees to the independent auditor of the
Company for non-audit services and for audit services are subject to
scrutiny by the Audit Committee. The provision of non-audit services by
the independent auditor of the Company requires prior approval of Audit
Committee so as to ensure that the independence and objectivity of the
independent auditor of the Company will not be impaired. Details of the
fees paid or payable to the independent auditor of the Company for the
financial year ended 31 December 2017 are as follows:

Audit services HK$900,000
Non-audit services
Review of interim financial statements HK$100,000

On behalf of the Board
Gao Feng
Chairman

Hong Kong, 26 March 2018

Annual Report 2017 Tiande Chemical Holdings Limited 6
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TO THE SHAREHOLDERS OF TIANDE CHEMICAL HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Tiande
Chemical Holdings Limited (the “Company”) and its subsidiaries
(together the “Group”) set out on pages 62 to 168, which comprise the
consolidated statement of financial position as at 31 December 2017,
and the consolidated income statement, the consolidated statement of
comprehensive income, the consolidated statement of cash flows and the
consolidated statement of changes in equity for the year then ended, and
notes to the consolidated financial statements, including a summary of
significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2017, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs") issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA") and have been
properly prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSAs") issued by the HKICPA. Our responsibilities under
those standards are further described in the “Auditor’s Responsibilities for
the Audit of the Consolidated Financial Statements” section of our report.
We are independent of the Group in accordance with the HKICPA's “Code
of Ethics for Professional Accountants” (the “Code”), and we have
fulfilled our other ethical responsibilities in accordance with the Code.
We believe that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our opinion.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement,
were of most significance in our audit of the consolidated financial
statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole,
and in forming our opinion thereon, and we do not provide a separate
opinion on these matters.
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Purchase price allocation of business combination

Refer to note 17, note 39 (b) to the consolidated financial statements.

On 30 June 2017, the Group and the joint venture partner (the “JV
Partner”) entered into a sale and purchase agreement (the “S&P
Agreement”) to transfer the ordinary shares of Dekel investment
Holding Limited (“Dekel Investment”), a previously 55% equity owned
joint venture, at a consideration of HK$35,000,000 (equivalent to
RMB29,795,000) (the “Acquisition”). Immediately after the Acquisition,
which was completed on 28 September 2017 (i.e. date of acquisition),
the Group's equity interests in Dekel Investment and its subsidiary
(together the “Dekel Group”) increased from 55% to 100% and the
Dekel Group became subsidiaries of the Group thereafter. As at the date
of acquisition, the aggregate fair value of identifiable assets and liabilities
of the Dekel Group amounted to RMB50,215,000, with a gain on bargain
purchase of RMB206,000 arising from the Acquisition.

The Group engaged an independent valuation firm to perform the
purchase price allocation on the fair values of identifiable assets acquired
and liabilities assumed in the above business combination. The purchase
price allocation is significant to our audit due to (i) significant judgement
involved in the identification of assets acquired and liabilities assumed;
and (ii) the determination of the fair values of the identifiable assets
acquired and liabilities assumed and the consideration transferred,
including, amongst others, fair value of the Group's previously held 55%
equity interest in the Dekel Group, is dependent on a range of estimates,
including discount rates and interest rates.

How our audit addressed the key audit matter

Our procedures in relation to the evaluation of the Dekel Group's
purchase price allocation included:

- Evaluating the competency and objectivity of the independent
valuation firm engaged by the Group;

- Conducting in-depth discussions with management and the
independent valuation firm about the methodology and assumptions
used in the purchase price allocation by examining the terms of
the S&P Agreement and other relevant agreements, if any; and
assessing the valuation methodologies adopted for the purpose of
determining fair values of the identifiable assets and liabilities of the
Dekel Group and the consideration transferred; and

- Assessing the adequacy of disclosure in connections to with the
business combination.

Annual Report 2017 Tiande Chemical Holdings Limited 6
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Impairment assessment on goodwill and non-financial
assets

Refer to note 16 and the Group’s critical accounting estimates and
judgements in relation to impairment of goodwill and non-financial assets
set out in note 4(iv) and 4(ix) to the consolidated financial statements

As at 31 December 2017, the carrying amounts of goodwill and non-
financial assets which including prepaid land lease payments and
property, plant and equipment are RMB 17,668,000, RMB 15,296,000 and
RMB81,379,000 respectively.

Management has performed impairment test on goodwill and non-
financial assets in accordance with the Group’s accounting policies and
concluded that there is no impairment in respect of goodwill and non-
financial assets. Management appointed an independent valuation
firm to estimate the recoverable amounts of the goodwill, prepaid land
lease payments and property, plant and equipment attributable to their
relevant cash-generating unit ("CGU") by using value-in-use calculation,
as detailed in note 16 to the consolidated financial statements.

We have identified impairment assessment on goodwill and non-
financial assets as a key audit matter because of its significance to the
consolidated financial statements and because estimation of the value-
in-use calculation of the CGU involve significant management judgement
with respect to its underlying 5-year period cash flow forecasts, discount
rates and future growth rates.

How our audit addressed the key audit matter

Our procedures in relation to the management’s impairment assessment
included:

- Evaluating the independent valuation firm’s competence, capabilities
and objectivity;

- Assessing the reasonableness of key assumptions based on our
knowledge of the business and industry, in particular those relating
to the 5-year period cash flow forecasts underlying the value-in-use
calculation;

- Checking, on a sample basis, the accuracy and relevance of the data
provided by the management, such as growth rate and discount
rate used.

- Conducting in-depth discussions with management about the cash
flow projections used in the value-in-use calculation and assessing
the appropriateness of the significant assumptions and critical
judgement areas which affect the value-in-use calculation;

- Benchmarking the growth rates and discount rates used in the
value-in-use calculations against independent industry data and
comparable companies;

- Evaluating and assessing the appropriateness of the key assumptions
used in the value-in-use calculation; and
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How our audit addressed the key audit matter
(Continued)

- Performing sensitivity analyses including assessing the effect of a
change in the key assumptions to the recoverable amount of the
CGU.

OTHER INFORMATION IN THE ANNUAL REPORT

The directors of the Company are responsible for the other information.
The other information comprises the information included in the
Company'’s annual report, but does not include the consolidated financial
statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover
the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit
or otherwise appears to be materially misstated. If, based on the work we
have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing
to report in this regard.

DIRECTORS’ RESPONSIBILITIES FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

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

In preparing the consolidated financial statements, the directors of the
Company are responsible for assessing the Group’s ability to continue
as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the
directors either intend to liquidate the Group or to cease operations, or
have no realistic alternative but to do so.

The directors of the Company are also responsible for overseeing the
Group’s financial reporting process. The Audit Committee assists the
directors in discharging their responsibility in this regard.

Annual Report 2017 Tiande Chemical Holdings Limited 6
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AUDITOR'S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. This report is made solely to you, as a
body, in accordance with the terms of our engagement, and for no other
purpose. We do not assume responsibility towards or accept liability to
any other person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with HKSAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of
users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise professional
judgement and maintain professional skepticism throughout the audit.

We also:

o identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

o obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Group's internal control.

o evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the directors.

o conclude on the appropriateness of the directors’ use of the going
concern basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Group's ability
to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained
up to the date of our auditor’s report. However, future events or
conditions may cause the Group to cease to continue as a going
concern.
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AUDITOR'S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (Continued)

o evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair
presentation.

o obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group
to express an opinion on the consolidated financial statements. We
are responsible for the direction, supervision and performance of
the group audit. We remain solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among other
matters, the planned scope and timing of the audit and significant audit
findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence,
and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where
applicable, related safeguards.

From the matters communicated with the directors, we determine those
matters that were of most significance in the audit of the consolidated
financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor’s report unless law
or regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing
so would reasonably be expected to outweigh the public interest benefits
of such communication.

BDO Limited

Certified Public Accountants

Au Yiu Kwan

Practising Certificate Number P05018

Hong Kong, 26 March 2018
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Consolidated Income Statement
HE-ZT—+tF+-H=1+—HIL5JZ For the year ended 31 December 2017

—E—tF —T—X
2017 2016
BaE AR®T T ARET T
Notes RMB’000 RMB’000
EEE Revenue 6 1,407,329 1,265,389
SHERA Cost of sales (1,124,684) (869,088)
EF Gross profit 282,645 396,301
H AU AR S Other income and gains 6 10,660 16,867
WEYFEEMGIEE Revaluation gain on investment properties 15 1,580 3,090
HEMY Selling expenses (44,757) (43,694)
TR R @S Administrative and other operating expenses (82,803) (50,258)
BA TSR AR Finance costs 7 (4,089) (1,212)
PTESBITAMAFEEAE Fair value (loss)/gain on derivative financial
(B51R), e instruments 34 (2,993) 10,318
HEURE K Gain on bargain purchase 39(b) 206 —
RIS Gain on step acquisition 39(b) 36 —
Eh—RE&E A F)EE Share of losses of a joint venture 18 (5,538) (6,734)
RRAT S B ATRER Profit before income tax 8 154,947 324,678
PRISHIF X Income tax expense 9 (54,433) (105,219)
REEHEF Profit for the year 100,514 219,459
FEIEAREERF,(BIE) : Profit/(Loss) for the year attributable to:
RAREE A Owners of the Company 101,562 219,603
eI Non-controlling interests (1,048) (144)
100,514 219,459
BETEANREAA Earnings per share for profit attributable to
JEMEFEEMNME 2 owners of the Company for the year
SRRAEF
— &R — Basic 12 AR¥0120t AR¥0.2597T
RMBO0.120 RMB0.259
—8E ~ Diluted 12 AR¥0119t AR¥0.2597T
RMBO0.119 RMBO0.259

e REBLAITEREBRAFR —2-tFFRH
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Consolidated Statement of Comprehensive Income

BHE-ZT—+HF+-H=1—HIL%JZ For the year ended 31 December 2017

—E—+tF —T—X
2017 2016
ARMT T ARBTTT
RMB’000 RMB’000
AEERF Profit for the year 100,514 219,459
Hih2mEka Other comprehensive income
HEnREnsEEkEaRke Items that may be reclassified subsequently
HA : to the income statement:
MEGINETF I TE IR 2 FE Exchange gain/(loss) on translation of financial
Wt (E518) statements of foreign operations 1,104 (123)
H—REeE R aEtEEKE Share of other comprehensive income of
a joint venture 2,121 (1,866)
AREFHMEEKE Other comprehensive income for the year 3,225 (1,989)
AEEEHEINGHATE Total comprehensive income for the year 103,739 217,470
EAAFELHENEAE ! Total comprehensive income for the year
attributable to:
RAREEA Owners of the Company 104,492 217,615
eI s Non-controlling interests (753) (145)
103,739 217,470

Annual Report 2017 Tiande Chemical Holdings Limited e
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Consolidated Statement of Financial Position

MNZE—+F+=-A=+—H As at 31 December 2017

—E—+tF ZT—RF
2017 2016
Bt AR%T R AREBTT
Notes RMB’000 RMB’000
EEHEE ASSETS AND LIABILITIES
FREEE Non-current assets
Mz - WE k&G Property, plant and equipment 13 962,383 652,475
B i EFRIA Prepaid land lease payments 14 62,831 59,858
HEWE Investment properties 15 20,400 18,820
Gl Goodwill 16 17,668 17,668
B AE Intangible asset 17 17,586 —
BEMX  BERRZEZ Deposits paid for acquisition of property,

EANEER plant and equipment 42,544 11,183
R—REERE R Interests in a joint venture 18 — 22,607
PTESRI A Derivative financial instruments 34 — 2,993
JEU A IS E 508 Finance lease receivable 19 — 12,617
REFIRE = Deferred tax assets 20 19,092 2,180

1,142,504 800,401
REBEE Current assets
& Inventories 21 178,526 130,707
EO YA E S Trade and bills receivable 22 286,743 432,012
TEATFRIE R E b R R IB Prepayments and other receivables 23 88,425 19,440
M —REERRHIE Amount due from a joint venture 18 — 52,883
FEM A AR E R IR Finance lease receivable 19 — 797
DIERIRITER Pledged bank deposits 24 34,218 —
IRITRIR S B Bank and cash balances 25 194,590 184,320
782,502 820,159
nEaE Current liabilities
B O N R RENEE Trade and bills payable 26 104,703 39,053
JEAS AR A AR R B ELAth JE 5K E Accruals and other payables 27 205,377 140,107
—TRAERERE Provision for a legal claim a4 7,085 —
RITER Bank borrowings 28 194,105 56,816
FEN — KRR A RIFRIR Amount due to a related company 29 — 1,191
eI — B FEE R AR SR RRIE Amount due to a non-controlling shareholder 29 5,272 3,376
RETIBRE Current tax liabilities 3,584 30,570
520,126 271,113
RBEETFE Net current assets 262,376 549,046
HMEERRBEE Total assets less current liabilities 1,404,880 1,349,447

a REBLETERERAF
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mEMBRRER
Consolidated Statement of Financial Position
R-ZZFE—+F+=-H=+—HAs at 31 December 2017

—E—+F —E—RF
2017 2016
BosE ARETR AREFT
Notes RMB’'000 RMB'000
FRBEE Non-current liabilities
RIEWA Deferred income 30 9,077 9,918
RIEFRIBEE Deferred tax liabilities 20 27,278 21,902
36,355 31,820
BEEFE Net assets 1,368,525 1,317,627
R EQUITY
[N Share capital 31 7,831 7,802
& Reserves 32 1,331,500 1,309,968
ADFEEA Equity attributable to the Company’s
LR owners 1,339,331 1,317,770
RIS Non-controlling interests 29,194 (143)
BrER Total equity 1,368,525 1,317,627

FER2EZF 18BN BEREAEN=2—/\FE=H The consolidated financial statements on pages 62 to 168 were approved
“HABEEFSELIRETIE  WHATREZEE ©  and authorised for issue by the board of Directors on 26 March 2018 and are
signed on its behalf by:

=i EFFT
GAO FENG WANG ZIJIANG
EZE EZE
Director Director
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Consolidated Statement of Cash Flows
HEZZT—tF+=H=1—HIEFJE For the year ended 31 December 2017

“E-tf “ERE
2017 2016
(=3 ARETR ARETT
Notes RMB'000 RMB’'000
REERELZRERE Cash flows from operating activities
BRETE AT &R Profit before income tax 154,947 324,678
BRI SEERE - Adjustments for:
RITRIBMA Bank interest income 6 (2,621) (1,780)
—RABARFELA Interest income from a joint venture 6 (855) (1,120)
PHBHAER BUA Interest income from finance lease 6 (676) (966)
FIERAX Interest expenses 7 4,089 1,212
BN TSI S Amortisation of prepaid land lease payments 8 1,616 1,386
BREEEE Amortisation of an intangible asset 8 451 —
e Depreciation 8 89,792 80,419
B RE Release of deferred income 6 (3.374) (3,640)
WRZAERFELFE Write-down of inventories to net realisable value 8 7,229 1,743
MEME - BE REE Write-off of property, plant and equipment 8 7,755 —
REMES(HILE Revaluation gain on investment properties 15 (1,580) (3,090)
R E AR A 5 2 AR X Equity-settled share-based payment expenses 8 1,031 3,793
B S RKER R ERE Impairment loss on a trade receivable 8 6,706 4
B MR R A 1E I Impairment loss on a trade receivable written back 8 — (247
EEMERE Gain on bargain purchase 39(b) (206) —
2B M Es Gain on step acquisition 39(b) (36) —
ElE—REENAE1E Share of losses of a joint venture 5,538 6,734
M—RKEERRHEEEMA Change in unrealised profit on goods sold to
B G 7# a joint venture (988) 369
LRI ANATEER,/ (k) Fair value loss/(gain) on derivative financial instruments 34 2,993 (10,318)
BENE  WERRE W Gain on disposals of property, plant and equipment 8,6 (17 (110)
EEBE YR EEHET Operating profit before working capital changes 271,794 399,067
FEE Increase in inventories (42,175) (10,485)
BRI - EUEBRREMER Decrease/(Increase) in trade, bills and other receivables
HERBAFERD,/(3EM) and prepayments 101,074 (31,229)
ER—RAEDRFUERD,/ (M) Decrease/(Increase) in amount due from a joint venture 1,532 (7,829)
EN—REBARFUECHD),/HEm (Decrease)/Increase in amount due 1o a related party (1,191) 1,191
ZIRMAER  BAIEE - 2t Increase/(Decrease) in trade, bills and other
JE(RRUE AR BRZE M,/ (Rid)  payables and accruals 29,939 (24,528)
RexBmERe Cash generated from operations 360,973 326,187
BRFEHR Income taxes paid (83,599) (85,092)
WEEREL TS TR Net cash generated from operating activities 271,374 241,095

° REBLETERERAF
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RERERER

Consolidated Statement of Cash Flows
HE—_Z—+F+=-A=+—HI-5JZFor the year ended 31 December 2017

“B-tE “ERE
2017 2016
iz AR¥TR AREFT
Notes RMB'000 RMB’'000
REEKEEZRERE Cash flows from investing activities

BENE  BERR Purchases of property, plant and equipment (276,853) (82,024)
BERMNLTIEETE Purchase of prepaid land lease payments (4,696) —
HEME  BEREELMBHE Proceeds on disposals of property, plant and equipment 30 114

HEME  BEREHEZ Government grants for construction of property,

TR fRE RS plant and equipment 2,691 1,330
WE-FRMBLRGIGRTKERE) Acquisitions of subsidiaries, net of cash acquired 39 (13,959) (39,097)
—REELNFBEER Repayment of loan from a joint venture - 373
EMERRI TR Increase in pledged bank deposits (34,218) —
BYHE Interest received 2,621 1,780
REZKHTH TS FE Net cash used in investing activities (324,384) (117,524)
MEEKELZRERE Cash flows from financing activities
BRRE Dividends paid 11/41(a) (88,080) (83,904)
BEFIE Interest paid 41(a) (3,977) (1,197)
RITERREMRITLBR Proceeds from issue of ordinary shares through exercise

TS 30A of share options 4,118 2,266
BREERHEN Repayment of a loan from a joint venture partner 41(a) (24,947) —
BRRITER Repayments of bank borrowings 41(a) (111,176) (32,959)
HILIRITIE N New bank borrowings raised 41(a) 251,423 56,815
FERRE A Capital contribution made by non-controlling shareholders 30,090 2
— AR RS Advance from a non-controlling shareholder 41(a) 2,068 3,354
BELHFEL/(BR)ZHE2FE  Net cash generated from/Aused in) financing activities 59,519 (55,623)
BeMReEEBRIEMFE Net increase in cash and cash equivalents 12,509 67,948
FzRekReEEEE Cash and cash equivalents at beginning of year 184,320 117,661
INEEE R E) v 3/ 2 Effect of foreign exchange rate changes (2,239) (1,289)
FRz\2RREEEER Cash and cash equivalents at end of year 194,590 184,320
ReRBEEEBALHRIN Analysis of balances of cash and cash equivalents
RITRR L Bank and cash balances 25 194,590 184,320
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ReEa® Bk
Consolidated Statement of Changes in Equity
HE-ZT—+tF+=-A=+—HILFJZ For the year ended 31 December 2017

KARREARS
Attributable to owners of the Company
HHER

B hREG i ERE b3

I £3 BE DEE  Foreign i i
BA  RBBE  BRBE  Sups  Propety  Publc  ameny  Shae  REEF Non-  HER
Share Share Specal ~reserve revaluation  welfare  translation option  Retained A5 controlling Total
capital  premium  reserve fund ~ reserve fund  reserve  reserve profits Totdl  interests equity

ARRTR ARRTR ARRTR ARRTR ARRTR ARMTR ARMTR ARRTR ARMTRL ARMTR ARRTR ARMTR
RMBOOO  RMBOOO  RMBONO  RVBOO  RMBOOO  RMBON  RMBOO  RMBOOO  RMBON  RMBOO  RMBO  RMBOM

(W) (W3 (Wiba) (WaF3d)  (Wbaze)  (Bak32f)

(note32a)  (note32b)  (note32) (note 32d)  (note32¢)  (note 32f)
HoE-tE-A-REH Balance at 1 January 2017 7802 109,420 318 68,338 1683 633 (7.802) 5602 110082 131770 (1w3) 131760
TREGENRAT A Z50ER  Eoutysetted share-based payment expenses - - - - - - - 1031 - 1,031 - 1,031
BEEREEARG Shes ssed under share option scheme (note 33)

(HE3) H o sA - - - - - 13 - 4118 - 4118
o Ui Capital contibution made by a non-contrling

shareholder - - - - - - - - - - 30,09 30,090
BRZE-nERERS 2016 inal dvidend paid (ote 11)

(BizE11) - - - - - - - - (59,070)  (59,070) - (59,070)
BR-E-tEhiRe 2017 interim dividend paid note 11)

(1) - - - - - - - - (800 (9010) - o)
HREARS Transactions with owners i 5402 - - - - - (282 (88080)  (82%31) 3000  (284)
KERRER Profit for the year - - - - - - - =015 101562 (1048) 10051
E2ENE Other comprehensive income
BERIERITRRL Bxchange gain on translaton offivandial statements

Eilg of foreign operations - - - - - - 290 - - 2930 25 3205
KERREYRLE Total comprehensive income for the year - - - - - - 2930 -0 10440 (153) 103739
HZZ-LETZR=T-RER Balance at 31 December 2017 B 3 68338 1,653 633 (7)) SA0 143 133931 2919 136855
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Consolidated Statement of Changes in Equity
HE-_ZT—+HF+=-A=+—HILFJZ For the year ended 31 December 2017

Attributable to owners of the Company

RivaR
Share
premium
NRRTR
RBI000
(5t 32a)
(note 323)

IEER
it
Foreign
currengy
tranglation
Tesene
NEETT
RMB000
(HiE32e)
(note 32¢)

Bl

e
Share

option
Teserve
NEETT
RMB000
(it 321)
(note 321)

R

Retained
profts

ARETR
RIBO00

aif
Total

ARETT

RMB000

e
Total
equity

ARETR
RMB000

R-8-7E-A-AkR
BEEEMRARAZERR

REBREZEARA
(KEn)
~ZHRRELE

BH-E-RERERS

(Hit1)

BH=T-nEadRs
(Hit1)

Balance at 1 January 2016
Equity-settled share-based payment expenses
Shaes issued under share option scheme (note 33)

Capital contribution made by a non-controling
sharefolder

2015 fina dvidend paid (note 11)

2016 nterim dividend paid (note 11)

106,333

3087

(5814)

173
3793

(831)

95,153

(54.293)

(29611)

1,178,000

3793

2266

(54.293)

(29611)

1,176,000

319

2,266

(54,293)

(29511)

EVLING

Transactions with owners

3087

2.9%

(83,904

(17.845)

(188)

REREA
RdEkE
ELLES SR v
EiE

Profit for the year

Other comprehensive income

Exchange loss on translation of finandialstatements
of foreign operations

(1988)

219,603

219,603

(1.988)

219459

(1.989)

FERREKELE

Total comprehensive income for the year

(1989)

219,603

7615

7470

WZE-AETZA=T-AE# Balance at 31 December 2016

109,420

(7.802)

569

1100852

1317710

1317621
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Notes to the Financial Statements

HE-ZT—+tF+-H=1+—HIL5JZ For the year ended 31 December 2017

1.

—RER

KEEIERBR2E ( [ARF] ) A—
RERESHESRERSES ARVEFMA Y
ZERRERAT - s MPrEEERM Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand
Cayman KY1-1111, Cayman Islands ° &2
ARDRBEBBMERFABRAR ( [H#ERZ
Frl ) ke

I EE39(b) ATt - R=ZZF—tF A=+ N
B AEETKBBESREZERAERAR
(TESEE] ) 245% Kk - Z a0
BBEMKY - TEXEBEREER - B8
WEESHIEESTMRAERAT ( [HHhE
&) ) ZHE—RRE - ZARNFEARERM
(THE] ) R FERERE - HE
MHETERSBBRNER - WERE
A R29,795,0007T * BEAFFIEE TIHE
ARRR_ZE—tFNA=ZTER=_Z—+t
FAAZHNBHEBENAENA - Bk EillkiE
O REBEBERNFEWEERNES o K
RAIMEBEBRBIREZR - ARRWBA
A2 EEEBEHNMIFE36 -

ARREE ([EX] ) BB AREZK
RERAASERBRELES ( [REREX
BB ) EMRZzEEEBARAQR] -

ARANEEEE REE ( [B%] ) - /@
RAEBENTZXBUNTE - 76 BER
KUAARE (TAR®] ) 27 - BREH
BRENN S BBENRAAZREILZ
T -

FO2E168AMEZIRAMBHRIBIES
BB REER ( [FEPBHRSEL
ZHRBARRETAEAMAE ( [BE
SEE AR ) PIRMAAERZERNEE
FsmEEL ( [HEMBHRELER] )
FEGFER ( [FERGER] ) ki
B) URBBARUED ZKERE MR
B REM MR NMEEMZNES LR
AIREZERKRESRR -

o REBLAITEREBRAFR —2-tFFRH

1.

GENERAL INFORMATION

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

As described in note 39(b), on 28 September 2017, the Company
completed the acquisition of 45% equity interests in Dekel
Investment Holdings Limited (“Dekel Investment”), a company
incorporated in Hong Kong, and its principal activity is investment
holding. Dekel Investment is a sole shareholder of Weifang Dekel
Innovative Materials Co., Ltd. (“Weifang Dekel”), a company
established in the People’s of Republic of China (the “PRC") which
is engaged in the business of manufacture, marketing and sales of
a type of specialty chemical for industrial use. Consideration of the
acquisition amounted to approximately RMB29,795,000, details of
which have been set out in the Company’s announcements dated
30 June 2017 and 28 September 2017. Other than this acquisition,
there were no significant changes in the Group’s operations during
the year. The principal activity of the Company is investment
holding. The principal activities of the Company’s subsidiaries are
set out in note 36.

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

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

The consolidated financial statements on pages 62 to 168 have
been prepared in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs") which collective term includes all applicable
individual Hong Kong Financial Reporting Standards (“HKFRS"),
Hong Kong Accounting Standards (“HKAS") and Interpretations
issued by the Hong Kong Institute of Certified Public Accountants
(the "HKICPA") and the disclosure requirements of the Hong
Kong Companies Ordinance. The consolidated financial statements
also include the applicable disclosure requirements of the Rules
Governing the Listing of Securities on the Stock Exchange.
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Notes to the Financial Statements

BHE-ZT—+HF+-H=1—HIL%JZ For the year ended 31 December 2017

2. RMHATRNEEITETRYBREE 2.
Ll

(a) AEEIRA 2T HAEIETT L

Al

RAEE  AEBEXERABE LS
B A& B 2 A THER B R
B SR BT RBRBEAR R
H-Z—tF A HRRZFEHRE
LB ERRE

BRIE RS ERE 7 5 B8
BRAERISIA—BBRIMNEERE © #E
M HmERERELITEEARETDE
EREERE -

RNERAETEHEMBHRERME
A(a2FIBINKESE -

BRI BB ENE 12K RAREE
BRIAELHBEEE]

BB MIEREERBEE Wi
BERHDMENERAZ  BIERATE
EZERIANBEEEEHEEENRE
WA AR ©

RABRETH SN BHRRLES
2 RARFBRNEENEAEE
BERIECHAEEN K -

ADOPTION OF NEW OR AMENDED HKFRSs

(a)

New or amended standards adopted by the
Group

In the current year, the Group has applied for the first time
the following new standards, amendments and interpretations
issued by the HKICPA, which are relevant to and effective
for the Group’s financial statements for the annual period
beginning on 1 January 2017.

Amendments to HKAS 7 — Disclosure Initiative

These introduce an additional disclosure that will enable users
of financial statements to evaluate changes in liabilities arising
from financing activities.

The adoption of the amendments has led to the additional
disclosure presented in the note 41(a) to the financial
statements.

Amendments to HKAS 12 - Recognition of Deferred Tax
Assets for Unrealised Losses

The amendments relate to the recognition of deferred tax
assets and clarify some of the necessary considerations,
including how to account for deferred tax assets related to
debt instruments measured of fair value.

The adoption of the amendments has no impact on these
financial statements as the clarified treatment is consistent
with the manner in which the Group has previously
recognised deferred tax assets.
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Notes to the Financial Statements
HEZZT—tF+=H=1—HIEFJE For the year ended 31 December 2017

2. BRMHATREEITETRYBREE 2.
B (#)

(b) T AR M (B a0 R A Rz #ET =

ADOPTION OF NEW OR AMENDED HKFRSs
(Continued)

(b) New or amended HKFRSs that have been

RETERMBREER

AT AR EBASEM BRI EANE
MR IE R R AR 2 Fr AT A IERT BB
BRELER - AR E L EITFIRAE
BA%ER - NEEE RN FENEX
2 HRERAZEEN -

ERMBBREEA_ZFT-—NFE_F
—NFEHz FENE - BB AME
BEENF 1R ERNRAET B BER
H2EA

WEH — T N\F—HA—Bx2KRA%
ZETHRAM - RIFFEREBRER
o AERTHRE W B 2 Z RAERIE
AR B AR 2 87T - i efEs
BEMBREENFE IR [ERRANE

}%ﬁﬁ“iﬁ EEA ] ZEFT - EhlAE

ERAMTHERZE qu/HHFaEJﬁEQE’\J
/EMX%G%

ERMBBRERA-_ST-HFE_TF

—t &R EEUE
WIEN T —-NF—HA—Bsz2&RA®R
Z e AR - REFERERTFHE
HENEET B - (VBB ﬁﬁ“#&i/‘iﬁu
35[? [EBE0] BRI TIEEE —
ARRE—BERLE (A—10%) E’J
PEHIRERS - BEFEEBTERZEE
FERER  (DVBEBMBREERSE
115 THEZHEE] BT NEEE —
%Zx\ﬂﬁﬂle —IFHEKE (B—1%)
HHEE SR (H2EZARLEE
ITT?‘EHA/\HT HHE) BT EEH
HERERZEESAENER  (INE
BEERE129 [FEH] &
7’.7&‘/% RARANREEERELER
B2 Ao ER#FNRZ SHBENER
XEEIARENETAEFER &
(VBB EAIFE 235 [ERKA]
MEET R EE A EREER ERE A
BoERSHERER (E9) HBESTE
{ERANAEER - ZERWE ARG
3K e

e REBLAITEREBRAFR —2-tFFRH

issued but are not yet effective

The following new or amended HKFRSs, potentially relevant
to the Group's financial statements, have been issued, but
are not yet effective and have not been early adopted by
the Group. The Group’s current intention is to apply these
changes on the date they become effective.

Annual Improvements to HKFRSs 2014-2016 Cycle -
Amendments to HKFRS 1, First-time Adoption of Hong
Kong Financial Reporting Standards

This is effective for accounting periods beginning on or after
1 January 2018. The amendments issued under the annual
improvements process make small, non-urgent changes to
standards where they are currently unclear. They include
amendments to HKFRS 1, First-time Adoption of Hong Kong
Financial Reporting Standards, removing transition provision
exemptions relating to accounting periods that had already
passed and were therefore no longer applicable.

Annual Improvements to HKFRSs 2015-2017 Cycle

This is effective for accounting periods beginning on or
after 1 January 2019. The amendments issued under the
annual improvements process include (i) amendments to
HKFRS 3 Business Combinations to clarifies that a company
re-measures its previously held interest in a joint operation
that is a business when it obtains control of the business; (ii)
amendments to HKFRS 11 Joint Arrangements to clarifies that
a company that participates in but does not have joint control
over a joint operation, does not re-measure its previously
held interest in the joint operation which is a business when
it obtains joint control of the business; (iii) amendments to
HKAS 12 Income Taxes to clarifies that a company accounts
for all income tax consequences of dividend payments in the
same way as the entity recognised the originating transaction
or event that generated the distributable profit giving rise to
the dividend and (iv) amendments to HKAS 23 Borrowing
Costs to clarifies that when a qualifying asset is ready for
its intended use or sale and (some of) the related specific
borrowing remains outstanding, that borrowing is treated as
general borrowings.
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Notes to the Financial Statements

BHE-ZT—+HF+-H=1—HIL%JZ For the year ended 31 December 2017

2. RMHFATRNEEITETRYBREE 2.
B (#)
(b) T AEMEM{E = R A R 2 # A =X
RIEFTEBMBHREER(E)

BB R MR EERE 25 UK G
RERZNHRRZ 27 REHE ]
RS —F—\F—A— R ZKFA%H
SETHIEAN - BAETH N TSR
{EHRE - BB IMIFRB R ARS
REUBN RERZ NREEZREZ
SR  BHINEEAE FREER
BB RER 2 NRRS « kX5
BRI MRS EEEE SRSEE AR
10 RER 2 N2 R AR 2 18R] »

B EBEEREIRIREWE -
HRREMHE]
RS T \F—A—R K%
SETHIEAY - RIERIEBFREME
B A KB H7RS R Gk - A
tELBBEERMIES] - BB
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ADOPTION OF NEW OR AMENDED HKFRSs
(Continued)

(b) New or amended HKFRSs that have been

issued but are not yet effective (Continued)

Amendments to HKFRS 2 - Classification and
Measurement of Share-Based Payment Transactions

This is effective for accounting periods beginning on or after
1 January 2018. The amendments provide requirements on
the accounting for the effects of vesting and non-vesting
conditions on the measurement of cash-settled share-based
payments; share-based payment transactions with a net
settlement feature for withholding tax obligations; and a
modification to the terms and conditions of a share-based
payment that changes the classification of the transaction
from cash-settled to equity-settled.

Amendments to HKAS 40, Investment Property —
Transfers of Investment Property

This is effective for accounting periods beginning on or after
1 January 2018. The amendments clarify that to transfer to
or from investment properties there must be a change in
use and provides guidance on making this determination.
The clarification states that a change of use will occur
when a property meets, or ceases to meet, the definition of
investment property and there is supporting evidence that a
change has occurred.

The amendments also re-characterise the list of evidence in
the standard as a non-exhaustive list, thereby allowing for
other forms of evidence to support a transfer.
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Notes to the Financial Statements

HE-ZT—+tF+-H=1+—HIL5JZ For the year ended 31 December 2017

2. BRMHATREEITETRYBREE 2.

B (#)
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ADOPTION OF NEW OR AMENDED HKFRSs
(Continued)

(b) New or amended HKFRSs that have been

issued but are not yet effective (Continued)

HKFRS 9 - Financial Instruments

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

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

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

(b) New or amended HKFRSs that have been

issued but are not yet effective (Continued)

HKFRS 9 - Financial Instruments (Continued)

The Directors made an assessment on the financial impact of
the Group's financial statements resulting from the adoption
of HKFRS 9. The Directors do not expect the adoption of
HKFRS 9 to have a significant impact on the classification and
measurement of the Group's financial assets and financial
liabilities.

The new impairment model in HKFRS 9 replaces the “incurred
loss” model in HKAS 39 with an “expected credit loss”
model. Under the expected credit loss model, it will no longer
by necessary for a loss event to occur before an impairment
loss is recognised. Instead, an entity is required to recognised
and measure either a 12-month expected credit loss or a
lifetime expected credit loss, depending on the asset and
the facts and circumstances. Based on the Group’s financial
instruments and risk management policies as at 31 December
2017, the Directors have preliminarily assessed that the
adoption of HKFRS 9 in the future may not result in early
recognition of credit losses which are not yet incurred in
relation to the Group’s financial assets measured at amortised
cost.

The new standard also introduces expanded disclosure
requirements and changes in presentation. These are
expected to change the nature and extent of the Group's
disclosures about its financial instruments particularly in the
year of the adoption of the new standard.
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ADOPTION OF NEW OR AMENDED HKFRSs
(Continued)

(b) New or amended HKFRSs that have been

issued but are not yet effective (Continued)

HKFRS 15 - Revenue from Contracts with Customers

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

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

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

Step 2: Identify the performance obligations in the contract

Step 3: Determine the transaction price

Step 4: Allocate the transaction price to each performance
obligation

Step 5: Recognise revenue when each performance
obligation is satisfied

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

Amendments to HKFRS 15 — Revenue from Contracts with
Customers (Clarifications to HKFRS 15) is effective for
accounting periods beginning on or after 1 January 2018.
The amendments to HKFRS 15 included clarifications on
identification of performance obligations; application of
principal versus agent; licenses of intellectual property; and
transition requirements.
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ADOPTION OF NEW OR AMENDED HKFRSs
(Continued)

(b) New or amended HKFRSs that have been

issued but are not yet effective (Continued)

HKFRS 15 - Revenue from Contracts with Customers
(Continued)

The Group has performed a preliminary assessment of
the potential impact of the application of HKFRS 15 and
identified the key areas which might be accounted for
differently under this new standard, including but not limited
to the identification of separate performance obligations in
the contracts with customers and allocation of transaction
price, if applicable, which may affect the timing of revenue
recognition.

Under HKFRS 15, revenue is recognised when the customer
obtains control of the promised good or services in the
contract. HKFRS 15 identifies 3 situations in which control of
the promised good or service is regarded as being transferred
over time:

(@)  the customer simultaneously receives and consumes the
benefits provided by the entity’s performance as the
entity performs;

(b) the entity’s performance creates or enhances an asset
(for example, work in progress) that the customer
controls as the asset is created or enhanced; or

(c) the entity’s performance does not create an asset
with an alternative use to the and the entity has
an enforceable right to payment for performance
completed to date.

If the contract terms and the entity’s activities do not fall into
any of these 3 situations, then under HKFRS 15, the entity
recognise revenue for the sale of that good or service at a
single point in time, being when control has passed. Transfer
of risks and rewards of ownership is only one of the indicators
that will be considered in determining when the transfer of
control occurs.

The Directors have assessed that the new revenue standard
is not likely to have significant impact on how it recognises
revenue from sales of fine chemical products.
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ADOPTION OF NEW OR AMENDED HKFRSs
(Continued)

(b) New or amended HKFRSs that have been

issued but are not yet effective (Continued)

HKFRS 16 - Leases

This standard is effective for accounting periods beginning
on or after 1 January 2019. HKFRS 16, which upon the
effective date will supersede HKAS 17 “Leases” and related
interpretations, introduces a single lessee accounting model
and requires a lessee to recognise assets and liabilities for all
leases with a term of more 12 months, unless the underlying
asset is of low value. Specifically, under HKFRS 16, a lessee
is required to recognise a right-of-use asset representing
its right to use the underlying leased asset and a lease
liability representing its obligation to make lease payments.
Accordingly, a lessee should recognise depreciation of the
right-of-use asset and interest on the lease liability, and also
classifies cash repayments of the lease liability into a principal
portion and an interest portion and presents them in the
statement of cash flows. Also, the right-of-use asset and the
lease liability are initially measured on a present value basis.
The measurement includes non-cancellable lease payments
and also includes payments to be made in optional periods if
the lessee is reasonably certain to exercise an option to extend
the lease, or to exercise an option to terminate the lease. This
accounting treatment is significantly different from the lessee
accounting for leases that are classified as operating leases
under the predecessor standard, HKAS 17.

In respect of the lessor accounting, HKFRS 16 substantially
carries forward the lessor accounting requirements in HKAS
17. Accordingly, a lessor continues to classify its leases as
operating leases or finance leases, and to account for those
two types of leases differently.

Total operating lease commitment of the Group in respect
of land and buildings as at 31 December 2017 amounted
to RMB1,425,000 (note 38). The Directors do not expect
the adoption of HKFRS 16 as compare with the current
accounting policy would result in a significant impact on
the Group's results though certain portion of these lease
commitments will be required to be recognised in the form of
an asset (for the right-of-use) and a financial liability (for the
payment obligation) in the consolidated statement of financial
position under HKFRS 16. However, the amount involved
would be insignificant to adjust.
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ADOPTION OF NEW OR AMENDED HKFRSs
(Continued)

(b) New or amended HKFRSs that have been

issued but are not yet effective (Continued)

HK(IFRIC)-Int 23 — Uncertainty Over Income Tax
Treatments

This interpretation is effective for accounting periods
beginning on or after 1 January 2019. The interpretation
supports the requirements of HKAS 12, Income Taxes,
by providing guidance over how to reflect the effects of
uncertainty in accounting for income taxes.

Under the interpretation, the entity shall determine whether
to consider each uncertain tax treatment separately or
together based on which approach better predicts the
resolution of the uncertainty. The entity shall also assume
the tax authority will examine amounts that it has a right to
examine and have full knowledge of all related information
when making those examinations. If the entity determines
it is probable that the tax authority will accept an uncertain
tax treatment, then the entity should measure current and
deferred tax in line with its tax filings. If the entity determines
it is not probable, then the uncertainty in the determination
of tax is reflected using either the “most likely amount” or
the “expected value” approach, whichever better predicts the
resolution of the uncertainty.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a)

Basis of preparation

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

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

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

Basis of consolidation and business
combination

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

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



ISR M

Notes to the Financial Statements
BHE-ZT—+HF+-H=1—HIL%JZ For the year ended 31 December 2017

3. FESHHEBMEE) 3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(b) Basis of consolidation and business
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combination (Continued)

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

Acquisition of subsidiaries or businesses is accounted for using
acquisition method. The cost of an acquisition is measured
at the aggregate of the acquisition-date fair value of assets
transferred, liabilities incurred and equity interests issued by
the Group, as the acquirer. The identifiable assets acquired
and liabilities assumed are principally measured at acquisition-
date fair value. The Group’s previously held equity interest in
the acquiree is re-measured at acquisition-date fair value and
the resulting gains or losses are recognised in profit or loss.
The Group may elect, on a transaction-by-transaction basis,
to measure non-controlling interests that represent present
ownership interests in the subsidiary either at fair value or
at the proportionate share of the acquiree’s identifiable net
assets. Acquisition-related costs incurred are expensed unless
they are incurred in issuing equity instruments in which case
the costs are deducted from equity.

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

(9]

(d)

Subsidiaries

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

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

Joint arrangements

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

The Group classifies its interests in joint arrangements as
either:

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

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

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

(i)  the structure of the joint arrangement;

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

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

(iv) other facts and circumstances (including any other
contractual arrangements).
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(d) Joint arrangements (Continued)

(e)

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

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

The Company’s interests in joint ventures are stated at cost
less impairment losses, if any. Results of joint ventures are
accounted for by the Company on the basis of dividends
received and receivable.

Foreign currency translation

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

(e) Foreign currency translation (Continued)

()

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

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

When a foreign operation is disposed, such exchange
differences are reclassified from equity to profit or loss as part
of the gain or loss on disposal.

Property, plant and equipment

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

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

()

Property, plant and equipment (Continued)

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

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

20% or the lease term,
whichever is shorter
6% - 10%

18% - 19%

18% - 30%

Buildings
Leasehold improvements

Plant and machinery
Motor vehicles
Furniture, fixtures and office equipment

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

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

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

(9)

(h)

Prepaid land lease payments

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

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

Investment properties

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

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



ISR M

Notes to the Financial Statements
BHE-ZT—+HF+-H=1—HIL%JZ For the year ended 31 December 2017

3. EEEMBRBEE)

(h) REWE(E)

(i)

REMENV T HERIRK AR (BIEE
BT 2 EEMAX) T8 - YITHER
% - BRIFRBEMFEERE B BINERE
BERERER - BERATHEEREER
SEE  BRAREMERLFET
ik - AFESFREREMFBI LT
BERYERRZBUMGERRERE - £
& B R REE R <R R E B
BRZT

REMERNFEBCIHEEREMEMR
EEZWENBERNELERHEIIAR

Im °

e

ERF TR ENARRE < BN AR EE AR B 188
X o FEABE RN ASBUYE
B HEBRE MR RHERRIARE

() HABERIHEZEERBR
FERAT_ERIAT

(i) BRFTKREMILINAERHAGE
HE

(iy AREBTAENERAIHEE
o

vy EmSERASEAREEES
RIS

v) BRI - MG REMERA
RmREXEE &

(vi) EmEAEFRXAERFEHETE -

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(h) Investment properties (Continued)

(i)

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

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

Research and development activities

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

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

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

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

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

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

(vi) the expenditure attributable to the product can be
reliably measured.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(i)

Research and development activities
(Continued)

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

All other development costs are expensed as incurred.

Financial assets

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

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

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

At each reporting date, financial assets are reviewed to assess
whether there is objective evidence of impairment. If any such
evidence exists, impairment loss is determined and recognised
based on the classification of the financial asset.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

()

Financial assets (Continued)

Loans and receivables

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

Financial assets at fair value through profit or loss

These assets include financial assets held for trading. Financial
assets are classified as held for trading if they are acquired for
the purpose of sale in the near term. Derivatives, including
separated embedded derivatives, are also classified as held
for trading unless they are designated as effective hedging
instruments or financial guarantee contracts.

Subsequent to initial recognition, financial assets are
measured at fair value through profit or loss, with changes in
fair value recognised in profit or loss in the period in which
they arise.

Impairment of financial assets

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

Objective evidence of impairment of individual financial assets
includes observable data that comes to the attention of the
Group about one or more of the following loss events:
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

()

Financial assets (Continued)

Impairment of financial assets (Continued)

- Significant financial difficulty of the debtor;

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

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

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

- A significant or prolonged decline in the fair value of an
investment in an equity instrument below its cost.

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

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

If, in subsequent period, the amount of impairment loss
decreases and the decrease can be related objectively to
an event occurring after impairment was recognised, the
previously recognised impairment loss is reversed to the
extent that it does not result in a carrying amount of the
financial asset exceeding what the amortised cost would
have been had impairment not been recognised at the date
the impairment is reversed. The amount of the reversal is
recognised in profit or loss of the period in which the reversal
occurs.
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(Continued)
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Goodwill is initially recognised at cost being the excess of
the aggregate of the consideration transferred, the amount
recognised for non-controlling interests in the acquiree and
the acquisition-date fair value of the acquirer’s previously
held equity interest in the acquiree over the fair value of
identifiable assets and liabilities acquired.

Where the fair value of identifiable assets and liabilities
exceed the aggregate of the fair value of consideration paid,
the amount of any non-controlling interest in the acquiree
and the acquisition-date fair value of the acquirer’s previously
held equity interest in the acquiree, the excess is recognised in
profit or loss on the acquisition date, after re-assessment.

Goodwill is measured at cost less impairment losses. For
the purpose of impairment testing, goodwill arising from
an acquisition is allocated to each of the relevant cash-
generating units ("CGU") that are expected to benefit
from the synergies of the acquisition. A CGU is the smallest
identifiable group of assets that generates cash inflows that
are largely independent of the cash inflows from other assets
or groups of assets. A CGU to which goodwill has been
allocated is tested for impairment annually, by comparing
its carrying amount with its recoverable amount (see Note 3
(u)), and whenever there is an indication that the unit may be
impaired.

For goodwill arising on an acquisition in a financial year,
the CGU to which goodwill has been allocated is tested for
impairment before the end of that financial year. When the
recoverable amount of the CGU is less than the carrying
amount of the unit, the impairment loss is allocated to reduce
the carrying amount of any goodwill allocated to the unit first,
and then to the other assets of the unit pro-rata on the basis
of the carrying amount to each asset in the unit. However,
the loss allocated to each asset will not reduce the individual
asset’s carrying amount to below its fair value less cost of
disposal (if measurable) or its value-in-use (if determinable),
whichever is the higher. Any impairment loss for goodwill is
recognised in profit or loss and is not reversed in subsequent
periods.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(1)

(m)

(n)

Intangible asset

Intangible asset acquired separately is initially recognised
at cost. The cost of intangible asset acquired in a business
combination is measured at fair value at the date of
acquisition. Subsequently, intangible asset with finite useful
life is carried at cost less accumulated amortisation and any
impairment losses. Amortisation is charged in administrative
and other operating expenses in profit or loss and is provided
as follows:

- Technical knowhow is amortised on a straight-line basis
from the date of acquisition over the estimated useful
life of 10 years.

Both estimated useful life and method of amortisation are
reviewed and adjusted if appropriate, annually.

Inventories

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

Cash and cash equivalents

Cash and cash equivalents include cash at bank and in hand,
demand deposits with banks and short term highly liquid
investments with original maturities of three months or less
that are readily convertible into known amounts of cash and
which are subject to an insignificant risk of changes in value.
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3. FESHHEBMEE) 3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(o) Financial liabilities
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The Group's financial liabilities include bank borrowings,
trade and bills payable, other payables, accruals, provision of
a legal claim, amounts due to a related company and a non-
controlling shareholder.

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

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

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

Borrowings

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

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

Trade and bills payable, accruals, other payables,
provision for a legal claim and amounts due to related
company and a non-controlling shareholder

These are recognised initially at their fair value and

subsequently measured at amortised cost, using effective
interest method.
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3. FESTHERBEE) 3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)
(p) HE (p) Leases
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An arrangement, comprising a transaction or a series of
transactions, is or contains a lease if the Group determines
that the arrangement conveys a right to use a specific asset
or assets for an agreed period of time in return for a payment
or a series of payments. Such a determination is made based
on an evaluation of the substance of the arrangement and is
regardless of whether the arrangement takes the legal form
of a lease.

0}

(ii)

Classification of assets leased to the Group

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

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

Operating lease charges as the lessee

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

(p) Leases (Continued)

(iii)

(iv)

Assets leased out under operating leases as the
lessor

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

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

Assets leased out under finance leases as the
lessor

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

Annual Report 2017 Tiande Chemical Holdings Limited e



ISR M

Notes to the Financial Statements

BHE—

3. EEEMBRMEE)

(q) BERIREE

(r)

HAKERBEEHA LRERME (5
FEEREERET) - WBEREANR
HEEN SR AERFEELATRARE
SRIELAISEbET - 7T SREREE - i
%ﬁ%ﬁﬁﬁiﬁ BEgRERT
ZEHFR S 2 RETIER -

EEEREEH  SHMBRELETR
A MR ARME RS EMbGT

AR A 7] B B 78 e th AR B N 2 S A Al
SAstAREER  MERETeRE
REARBE - HEMEEN DB AR
HAWERER - 2EREERET - FEES
EEUR BB B A S T IEAREE AT
BEE IRl — AR ZARKIEES
- MEEEEIEBERAIARAE
i 4 A s A T R RE R L RIME IR

AR IR BSR4 b
A 4 2E B RO BIEAH HER - SR
B MRS R 2 ATENE - K
IR LR AL R BT IR £
RY)SER TREARA B (08
) 2BBEITE -

LN

L@ DA - IRATIERBE 2
T 2 EAEERE -

BTN B ERMRBRATIE K
aE (FERERBREAEHRAER)
kR - AR R 5 BRI 2 FARIE
IR E IR o

e REBLAITEREBRAFR —2-tFFRH

T—+HF+=F=1+—HILFJZ For the year ended 31 December 2017

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(q) Provisions and contingent liabilities

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

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

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

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

Share capital

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

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

(s)

Revenue recognition

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

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

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

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

Government grants

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

Government grants relating to income is presented in gross
under “Other income and gains” in the consolidated income
statement.
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3. FESTHERBEE) 3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(u) Impairment of assets (other than financial
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assets)

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

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

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of
its recoverable amount, to the extent that the increased
carrying amount does not exceed the carrying amount that
would have been determined had no impairment loss been
recognised for the asset in prior years. A reversal of an
impairment loss is recognised as income immediately, unless
the relevant asset is carried at a revalued amount under
another HKFRS, in which case the reversal of impairment loss
is treated as a revaluation increase under that HKFRS.

Value-in-use is based on the estimated future cash flows
expected to be derived from the asset or CGU (see note 3(k)),
discounted to their present value using a pre-tax discount rate
that reflects current market assessments of the time value of
money and the risks specific to the asset or CGU.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(v) Employee benefits

Retirement benefits

Retirement benefits to employees are provided through
defined contribution plans.

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

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

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

Short-term employee benefits

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

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

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

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

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

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

(w) Borrowing costs

(x)

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

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

Accounting for income tax

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

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

Deferred tax is calculated using the liability method on
temporary differences at the reporting date between the
carrying amounts of assets and liabilities in the financial
statements and their respective tax bases. Deferred tax
liabilities are generally recognised for all taxable temporary
differences. Deferred tax assets are recognised for all
deductible temporary differences, tax losses available to be
carried forward as well as other unused tax credits, to the
extent that it is probable that taxable profit, including existing
taxable temporary differences, will be available against which
the deductible temporary differences, unused tax losses and
unused tax credits can be utilised.
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An exception to the general requirement on determining
the appropriate tax rate used in measuring deferred tax
amount is when an investment property is carried at fair
value under HKAS 40 “Investment Property”. Unless the
presumption is rebutted, the deferred tax amounts on these
investment properties are measured using the tax rates that
would apply on sale of these investment properties at their
carrying amounts at the reporting date. The presumption is
rebutted when the investment property is depreciable and is
held within a business model whose objective is to consume
substantially all the economic benefits embodied in the
property over time, rather than through sale.

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

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

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

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

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

(x) Accounting for income tax (Continued)

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

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

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

(i)  the same taxable entity; or

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

(y) Segment reporting

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

(y) Segment reporting (Continued)

The Group has identified the following reportable segments:

(iv)

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

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

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

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

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

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

expenses related to share-based payments

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

share of profit/loss of a joint venture

fair value change on derivative financial instruments
finance costs

income tax

gain on bargain purchase

gain on step acquisition

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

are not included in arriving at the operating results of the
operating segment.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(y)

(2)

Segment reporting (Continued)

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

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

Related parties

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

0) has control or joint control over the Group;
(i) has significant influence over the Group; or

(i) is a member of key management personnel of the
Group or the Company’s parent.
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T—+HF+=F=1+—HILFJZ For the year ended 31 December 2017

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(z) Related parties (Continued)

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

(iii)

(iv)

(viii)

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

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

Both entities are joint ventures of the same third
party.

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

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

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

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

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

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

(i)

that person’s children and spouse or domestic
partner;

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

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

u/b

1 December 2017

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

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

Critical accounting estimates and assumptions

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

(i) Property, plant and equipment and depreciation

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

(ii) Estimated fair values of investment properties

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

Critical accounting estimates and assumptions
(Continued)

(iii)

(iv)

Inventory valuation

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

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

Estimated impairment of non-financial assets

The Group assesses at the end of each reporting period
whether there is any indication that an asset may be
impaired. If any such indication exists, the Group makes an
estimate of the recoverable amount of the asset. This requires
an estimation of the value-in-use of the CGUs to which the
asset is allocated. Estimating the value-in-use requires the
Group to make an estimate of the expected future cash flows
from the CGUs and also to choose a suitable discount rate
in order to calculate the present value of those cash flows. A
change in the estimated future cash flows and/or the discount
rate applied will result in an adjustment to the estimated
impairment provision previously made.
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

Critical accounting estimates and assumptions
(Continued)

(v)

(vi)

(vii)

Estimated useful life of an intangible asset

The Group’s management determines the estimated useful
life for its intangible asset. The estimated useful life reflects
the Group’s management’s estimates of the periods that the
Group intends to derive future economic benefits from the
use of the intangible asset.

Income taxes and deferred taxes

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

Withholding taxes arising from the distributions of
dividends

The Group’s determination as to whether to accrue for
withholding taxes from the distribution of dividends from
the subsidiaries in the PRC according to the relevant tax
jurisdictions is subject to judgement on the timing of the
payment of the dividends, where the Group considers that
if it is probable that the profits of the subsidiaries in the PRC
earned after 1 January 2008 will not be distributed in the
foreseeable future, then no withholding taxes are provided.
Details of the unrecognised deferred tax liabilities in this
respect are set out in note 20.
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

Critical accounting estimates and assumptions
(Continued)

(viii) Fair value measurement

(ix)

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

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

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

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

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

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

The Group measures investment properties and derivative
financial instruments at fair value through profit or loss at fair
value. For more detailed information in relation to the fair
value measurement of the items above, please refer to note
15, note 34 and note 42(v).

Estimated impairment of goodwill

The Group tests annually whether goodwill has suffered
any impairment in accordance with the accounting policy
stated in note 3(k). The recoverable amount of CGU has been
determined based on value-in-use calculation, which require
the Group to estimate the future cash flows expected to
arise from the CGU and a suitable discount rate in order to
calculate the present value.
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5. oHEHR 5.

WITEZCHARE 2 WAE MM REES
EREENER - FHBERMFE3Y) -

SEGMENT INFORMATION

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

3(y).

REREDENIREHES AR EFERE These operating segments are monitored and strategic decisions are
R REERE IR R —EEED o made on the basis of adjusted segment operating results.
—2-tH
2017
BZEBR
RELEUR HETHBER Hity
HTKER Chloroacetic LIER
Cyanide and EEER acid and Other
its derivative Alcohol its derivative chemical &3t
products products products products Total
ARBTT AR%®TR AR%Trn AR%®TR AR%ET=x
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
= Revenue:
REIREP From external customers 1,299,048 2,173 36,044 70,064 1,407,329
Nz EER Inter-segment revenue 914 13,425 204,764 6,171 225,274
2RO EE%E  Reportable segment revenue 1,299,962 15,598 240,808 76,235 1,632,603
AZHHHz Reportable segment
akl/ (B1) profit/(loss) 226,433 2,990 112,254 (13,902) 327,775
mE - BER Depreciation of property,
RIEE plant and equipment 56,346 106 13,213 16,502 86,167
WRZrZIHFEY  Write-down of inventories
BE to net realisable value 4,635 — — 2,594 7,229
MiEmE  BEX Write-off of property,
B plant and equipment 257 — — 7,498 7,755
ZHRWEURERE  Impairment loss on a
trade receivable 3,647 — — 3,059 6,706
AZHRNE EE Reportable segment assets 1,102,575 912 100,368 118,509 1,322,364
FEREDEEERLI  Additions to non-current
segment assets 221,230 — 22,809 17,129 261,168
AZHnH AR Reportable segment
liabilities 192,920 667 12,967 52,434 258,988

Annual Report 2017 Tiande Chemical Holdings Limited a



ISR M

Notes to the Financial Statements

HE-ZT—+tF+=-A=+—HILFJZ For the year ended 31 December 2017
5. DEERE) 5. SEGMENT INFORMATION (Continued)
? /\¢
2016
SR
FELEMEK HETHEM Hity
HETREM Chloroacetic W IES
Cyanide and B A M acid and Other
its derivative Alcohol its derivative chemical B
products products products products Total
ARET T ARET T ARET T ARET T ARET T
RMB'000 RMB’000 RMB’000 RMB'000 RMB'000
BER Revenue;
REIAEP From external customers 1,194,336 19,479 20,527 31,047 1,265,389
NEE EEE Inter-segment revenue — 1,073 229,114 146 230,333
A2ROEL2EEE  Reportable segment revenue 1,194,336 20,552 249,641 31,193 1,495,722
A 2|H 2% 7 Reportable segment profit 355,613 1,913 113,989 6,864 478,379
M BER Depreciation of property,
RETE plant and equipment 50,815 107 14,207 12,419 77,548
MOHZ R % E2  Write-down of inventories
T? to net realisable value 1,743 — — — 1,743
ERDHEE Reportable segment assets 855,813 3,579 72,605 139,884 1,071,881
3%@) NEPEREEN  Additions to non-current
segment assets 39,065 = 2,581 15,975 57,621
AEEN S AR Reportable segment liabilities 65,165 884 6,412 29,872 102,333

@ REBLETERERAF “E-LEER
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—E—+F+=FA=+—HILFE For the year ended 31 December 2017

5. SEGMENT INFORMATION (Continued)

The totals presented for the Group’s operating segments reconcile
to the Group's key financial figures as presented in the consolidated

HERIT ¢ financial statements are as follows:
—E—tF —T—RF
2017 2016
ARET T AR¥ET T
RMB’000 RMB’000
AI2Mo Al E 55 Reportable segment revenue 1,632,603 1,495,722
I DBz &R Elimination of inter-segment revenue (225,274) (230,333)
IREE R Consolidated revenue 1,407,329 1,265,389
Al 23D 502 % F Reportable segment profit 327,775 478,379
WA Rental income 785 792
REYEEHIEE Revaluation gain on investment properties 1,580 3,090
MEtE A E AR S 2 5k Equity-settled share-based payment expenses (1,031) (3,793)
B TSR AN Finance costs (4,089) (1,212)
TTESMITAAFE(ER) Fair value (loss)/gain on
Weas derivative financial instruments (2,993) 10,318
BRI GES Gain on bargain purchase 206 —
baRc oGl Gain on step acquisition 36 =
TREDBL 2 B EUWA Unallocated corporate income 4,918 12,187
TREDBL 2 DERY Unallocated corporate expenses (63,363) (52,553)
Efh—RE & AREE Share of losses of a joint venture (5,538) (6,734)
R 5H 7 2B 2 m A Elimination of inter-segment profit (103,339) (115,796)
MR PT1SFLRI4R & Jm Al Consolidated profit before income tax 154,947 324,678
AIERH I EE Reportable segment assets 1,322,364 1,071,881
R—REE QR 2D Interests in a joint venture — 22,607
JE U — %(z\ E/NCIEQE] Amount due from a joint venture — 52,883
TEf L EFRIE Prepaid land lease payments 64,509 61,429
B Investment properties 20,400 18,820
EEFIAE B Deferred tax assets 19,092 2,180
JEU B 75 A E 7R Finance lease receivable — 13,414
DR ITIER Pledged bank deposits 34,218 —
RITRIB e &5 Bank and cash balances 194,590 184,320
M - BB MR Property, plant and equipment 154,223 165,421
PTESMTA Derivative financial instruments — 2,993
HEib¥EEE Other corporate assets 115,610 24,612
FEREE Consolidated total assets 1,925,006 1,620,560
A2}z atE Reportable segment liabilities 258,988 102,333
RITER Bank borrowings 194,105 56,816
BEIEFIEAE Deferred tax liabilities 27,278 21,902
MENTHIEAE Current tax liabilities 3,584 30,570
HEmEaE Other corporate liabilities 72,526 91,312
LA BEE Consolidated total liabilities 556,481 302,933
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1 December 2017

5. DEERE) 5. SEGMENT INFORMATION (Continued)
REEREINABEFE 2 EEFEE D BUATH The Group's revenue from external customers are divided into the
[ : following geographical areas:

—ZE—+tF AN

2017 2016
AR®T AR¥ET T
RMB’000 RMB’000
H [ (730 The PRC (domicile) 1,058,974 1,038,684
EE India 131,084 56,805
ESE United States of America 75,069 58,832
M Ireland 20,889 18,774
=k Germany 16,046 14,814
Efth Others 105,267 77,480
1,407,329 1,265,389

BEP2HESEDNEmXEMEHEE - f The geographical location of customers is based on the location

RABAFRBDEEERUNTE - thHES
BRI E D 2 IFRBEE -

HE_T—tF+_A=+—HLFE I
mE—REEAEBEEBEN10%U L
T —RF )

—=

@ REBLAITEREBRAFR —2-tFFRH

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

There was no single customer that contributed to 10% or more of
the Group's revenue for the year ended 31 December 2017 (2016:
Nil).



ISR M

Notes to the Financial Statements
HE-_ZT—+HF+=-A=+—HILFJZ For the year ended 31 December 2017

6. EXERHMBANWE 6. REVENUE AND OTHER INCOME AND GAINS
REE T EXEBDEWTI6EE - A&E The Group's principal activities are disclosed in note 36. Revenue
FRNZETEEBEFRREMPANLZED from the Group's principal activities and other income and gains
HERIT - recognised during the year are as follows:
—E—tF —ZT—X
2017 2016
AR®T R ARET T
RMB’000 RMB’000
R Revenue
HERECAMRE THER Sales of cyanide and its derivative products 1,299,048 1,194,336
HEREEM Sales of alcohol products 2,173 19,479
SHER R R E T EM Sales of chloroacetic acid and
its derivative products 36,044 20,527
HEH M TEm Sales of other chemical products 70,064 31,047
1,407,329 1,265,389
H A R s Other income and gains
HEME - BRE R&E Gain on disposals of property,

Frisias plant and equipment 17 110
IEgaR Government grants 1,034 1,289
RITHEUA Bank interest income 2,621 1,780
—REERRFBMA Interest income from a joint venture 855 1,120
BSHEEF S WA Interest income from finance lease 676 966
FEFEUT A R[] (B 5% 30) Release of deferred income (note 30) 3,374 3,640
el A Rental income 785 792
ERTE TG Exchange gains, net — 6,345
HIBUA Sundry Income 1,298 825

10,660 16,867
7. BBRAE 7. FINANCE COSTS
—E—tF X
2017 2016
ARMT R AREF T
RMB’000 RMB’000
RITERFE - 2EHEA Interest on bank loans, all of which

BB E ER contain a repayment on demand clause 3,977 1,190
RE—BIFERBER Interest on loan from

EFHHHE a non-controlling shareholder 112 22

4,089 1,212
DTBRRITER(BREAFRERERGEK The analysis shows the finance costs of bank borrowings, including
2 EREFIRERBZEMEETENAH term loans which contain a repayment on demand clause, in
BTSN © accordance with the agreed scheduled repayment dates set out in

the loan agreements.
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8. BRFTSBLANGEF 8. PROFIT BEFORE INCOME TAX
—B—+F —TRF
2017 2016
AR¥T T ARET T
RMB’000 RMB’000
BETERADERIE I, (5 A):  Profit before income tax is arrived at
after charging/(crediting):
E=M< (BIFE10()) Directors’ remuneration (note 10(a))
— e — Fees 354 326
— e WBTAREMER - Salaries, discretionary bonus and other benefits 4,049 3,809
— RIKEAE B — Retirement benefit scheme contributions 130 104
4,533 4,239
HAthfg B Other employee costs 114,228 90,038
RSB AR D S 2 5/ BR Y. Equity-settled share-based payment expenses 1,031 3,793
RIRBAET IR Retirement benefit scheme contributions 8,126 6,509
e SRR Total employee costs 127,918 104,579
Z RN B & Auditors’ remuneration 823 791
FEA L 30 FH & TR IE 6 Amortisation of prepaid land lease payments 1,616 1,386
B A Y Amortisation of an intangible asset 451 —
ERA/RZ 2 IFERA Cost of inventories recognised as
(Mg3ED - B an expense (note i), including 1,103,620 852,606
— WORZEREIRFEZFE — Write-down of inventories to net realisable value 7,229 1,743
M - BERREBITE Depreciation on property, plant and equipment 89,792 80,419
MBI - MRS KR Write-off of property, plant and equipment 7,755 —
B SRR RERE B Impairment loss on a trade receivable 6,706 4
B 5 W ERRE E 18 2 B 7 Impairment loss on a trade receivable written back — (247)
FBEYE - B REE 2 WS Gain on disposals of property, plant and
equipment (17) (110)
ERHEET M RIETH Minimum lease payments under operating leases
KEHENKERERIE in respect of leasehold land and buildings 2,090 1,698
RFEAAS (BT 5T i) Research costs (note ii) 5,268 3,326
Btk - Notes:
i) EBEHRAEHAINFERABEAAR (i)  Cost of inventories recognised as an expenses includes approximately

#87,032,000L(Z T — N F: AR
77,548,0007T) 2 HEAMER I RHOAR
#96,866,000L(ZF — N F: AR K
76,992,0007T) 2 HEAEBKA - BHESE
IERTAE EXSBITHBENRBRASRES -

iy MEKEABELHARET21,000T(ZF (ii)
— N AR¥705,0007T) 2 HHEFTER
S RHAANREE2,778,000 (=8 —K4E -
AR ¥1,090,0007T) 2 HHEEERK A - B
BN AL X STHENRBES
B o

RMB87,032,000 (2016: RMB77,548,000) relating to depreciation
expenses and approximately RMB96,866,000 (2016: RMB76,992,000)
relating to employee costs. These amounts are also included in the
respective total amounts disclosed separately above.

Research costs include approximately RMB721,000 (2016:
RMB705,000) relating to depreciation expenses and approximately
RMB2,778,000 (2016: RMB1,090,000) relating to employee costs.
These amounts are also included in the respective total amounts
disclosed separately above.

@ REBLAITEREBRAFR —2-tFFRH
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9. FBBIAX 9. INCOME TAX EXPENSE

—E—tF —ERF
2017 2016
AR®T R AREBFIT
RMB'000 RMB’000

RNEATRIE — R B S FT1SH Current tax — PRC Enterprise Income Tax
— RNFEHIEA — Tax for the year 46,497 83,414
— BEFE(ZR), DB - (Over)/Under-provision in prior year 3) 349
AR BIEIRHE PRC dividend withholding tax 10,120 8,919
56,614 92,682
EIEFETE (KI3E 20) Deferred tax (note 20) (2,181) 12,537
TS sz Income tax expense 54,433 105,219

FTSBLB 32 SRR FT 15 BT TR LA Bl b 6
S BBt 22 IR T -

Reconciliation between income tax expense and profit before
income tax multiplied by the PRC enterprise income tax rate is as

follows:
—E—+tF —EF—RF
2017 2016
AR¥T AREFIT
RMB’000 RMB'000
B FTISEE AT & A Profit before income tax 154,947 324,678

RPBICEFEHTIE 25% Tax at PRC enterprise income tax rate of 25%
—F—RF :25%) (2016: 25%)
AR 38,737 81,170

DA NF S 2 B s & Tax effect of non-deductible expenses 2,065 2,611
AR B IEIE R PRC dividend withholding tax 10,120 16,919
RERVEERN G2 Tax effect of tax losses not recognised 625 828
BAFE(ZR),/DetHiE (Over)/Under-provision in prior year (3) 349
F A AR AR R Y Tax effect of utilisation of tax losses

MBEE B E not previously recognised (305) —
HAith Others 3,194 3,342
TS Income tax expense 54,433 105,219
AR EERTENERBEL - HEED No provision for Hong Kong Profit Tax has been made as no

FRMSHEE

EHREXIHMNB AR AR T —+tF2F
B ZEFTERT R 25% (ZZT—7N4F : 25%)
BN R EFTSH o

RIZR B ERREFRANRERBER - HF
BEt¥g =T )\F— A —HBEHRIAFHE
iSRS @ SERBEERSEAIZ10%
M RBNTEIRT - BRIEBR R E T
mESRLAER® - RBEE=F—tF
TZA=+—HLLEE  AEEERFTRE
RREMN10% (ZT—7NF : 10%) B
& o

assessable profit arising from Hong Kong.

The subsidiaries established in the PRC are subject to the PRC
Enterprise Income Tax at the rate of 25% for 2017 (2016: 25%).

Pursuant to the PRC Corporate Income Tax Law and its related
regulations, non-PRC-resident enterprises are levied withholding tax
at 10% (unless reduced by tax treaties/arrangements) on dividends
receivable from PRC enterprises for profits earned since 1 January
2008. The Group has adopted 10% (2016: 10%) withholding tax
rate for PRC withholding tax purpose during the year ended 31
December 2017.

Annual Report 2017 Tiande Chemical Holdings Limited a
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Notes to the Financial Statements
HE-ZT—+tF+=-A=+—HILFJZ For the year ended 31 December 2017

10. EENEAEEENMS 10. DIRECTORS’ AND SENIOR MANAGEMENT'S
EMOLUMENTS
(a) EEM<E (a) Directors’ emoluments
B EN TBANES ST ¢ Emoluments paid or payables to each Director were as
follows:

BHRER

FTEIfS

Retirement

Hitt A g benefit
He e Other Discretionary scheme &5t
Fees Salaries benefits bonus contributions Total

ARBTR ARBTR ARBTR AREBTR ARBTR ARRTR
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000

—E-tf 2017
HTEE Executive Directors
FfI Wang Zijiang — 760 30 226 34 1,050
BEBMR=FE—/F  Guo Xitian (resigned on
—A—BEHE) 1 January 2018) - 760 30 226 34 1,050
]S Gao Feng - 990 L} 230 32 1,294
BIRE(M=Z—+%  SunZhenmin (appointed
—A—BEZ) on 1 January 2017) - 500 28 227 30 785

BUKHTES Independent

non-executive

Directors
2iFE Leung Kam Wan 130 - - - — 130
REE Gao Baoyu 112 — — - - 12
El= Liu Chenguang 112 — - — - "2
“E—tFAF Total for 2017 354 3,010 130 909 130 4,533
—B-RE 2016
HiTES Executive Directors
£l Liu Hongliang — 767 13 100 14 894
FFI Wang Zijiang = 760 28 110 30 928
BHH Guo Xitian — 760 28 110 30 928
g Gao Feng — 983 40 110 30 1,163
BUKHTES Independent

non-executive

Directors
ZRE Leung Kam Wan 120 = = = = 120
REE (Gao Baoyu 103 — = = = 103
ey Liu Chenguang 103 — — — = 103
- RESE Total for 2016 326 3270 109 430 104 4,239

@ REBLAITEREBRAFR —2-tFFRH
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HE-_ZT—+HF+=-A=+—HILFJZ For the year ended 31 December 2017

10. EEREREERNME(E)

(a)

(b)

EEME(E)

FA - AEEY B AEMESSAER
& - (ERINAASEE 2 2R S BER
B(ZF—RF: |-

FAR TECARERIETAESEK
RARABHETAME (=T F:
&)

BE_Z—R"EER_ZE—tF+=A
=+ —HIEFE  WBERAIREEE
ARBEE °

EEEEMEAL

FR - EAREREHEZHERALE
B mB(ZE-RF ZR)RESF
BEME 2 FBE RN EX 2 a1
e FRRNESBR-—R(ZE—REF:

10. DIRECTORS’ AND SENIOR MANAGEMENT'S
EMOLUMENTS (Continued)

(a)

(b)

Directors’ emoluments (Continued)

No emoluments were paid by the Group to any Directors
as an inducement to join or upon joining the Group or as
compensation for loss of office during the year (2016: Nil).

There are no arrangements under which a Director waived or
agreed to waive any emoluments for the year (2016: Nil).

The discretionary bonus are determined by individual
performance of the Directors for the years ended 31
December 2016 and 2017.

Five highest paid individuals

The five individuals whose emoluments were the highest
in the Group during the year included four (2016: three)
Directors whose emoluments are reflected in the analysis
presented above. Emoluments payable to the remaining one

ZEIATZBEAT (2016: two) individual during the year are as follows:
—ZT—tF ZT—RF
2017 2016
ARBTFT ARBTFIT
RMB’000 RMB’000
e BIBEAREMER Salaries, discretionary bonus and
other benefits 1,108 1,947
R AIG B Retirement benefit scheme contributions 16 46
REEE RN 2 Equity-settled share-based payment expenses
RIEFX 38 149
1,162 2,142

AT Z S EIRIA TN EBE

The emoluments of the individual were within the following
band:

AEL
Number of Individual
—E—+tF —EF—RF
2017 2016
B2 Rl Emoluments band
7&# 1,000,001 7TE HK$1,000,001 to HK$1,500,000
751,500,000 7T 1 2
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HE-ZT—+tF+=-A=+—HILFJZ For the year ended 31 December 2017

1. BE

11. DIVIDENDS
—E—tF —TRF
2017 2016
ARBT T ARET T
RMB’000 RMB'000
ETBEFERBRE Final dividend paid in respect of prior year HK$0.08
BB 0.08 7T (2016: HK$0.075) per share
(ZF—RF : B%0.0757T) 59,070 54,293
ERAFEH RS Interim dividend paid in respect of current year
BB 0.04 T HK$0.04 (2016: HK$0.04) per share
(ZF—RF : #%0.047T) 29,010 29,611
88,080 83,904

RZZE—NEFE=ZAZ+ X BETZEF
EXERRERPRES SR EARERK0.01
TC o BB B Y AREM BRI BT SRR

B o
B

12. BRER

ARRER ARESRERREERN IR

12. EARNINGS PER SHARE

At a meeting held on 26 March 2018, the Directors recommended
a final dividend HK$0.01 per ordinary share. The proposed dividend
is not reflected as a dividend payable in the financial statements.

The calculation of basic and diluted earnings per share attributable

BUTEERETE - to owners of the Company is based on the following data:
—E—+tF —EF—RF
2017 2016
ARBT T ARET T
RMB’000 RMB’000
RRBEE ANEIERFE R Profit for the year attributable to
owners of the Company 101,562 219,603
ZREREE
Number of ordinary shares
—E—+tF —E—REF
2017 2016
T8 T
‘000 ‘000
FTEERERET 2 Weighted average number of ordinary shares for
T AR ke I 8 the purpose of basic earnings per share 850,500 847,575
BEHEERR TR Effect of dilutive potential ordinary shares —
— WA share options 3,652 1,162
FTEESREE RN Weighted average number of ordinary shares for
BRI T I9 L the purpose of diluted earnings per share 854,152 848,737

@ REBLAITEREBRAFR —2-tFFRH
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HE-_ZT—+HF+=-A=+—HILFJZ For the year ended 31 December 2017

13. 1% - BERRE 13. PROPERTY, PLANT AND EQUIPMENT
Ffih
ERRER
By ]
RENEEE  HEREM AE  Furniture, KEIR
BT  Leasehold Plant and Motor  fixturesand  Construction &it
Buildings improvements  machinery vehicles  equipment  in progress Total

ARMTR  ARMTR  ARMTR  ARMTR  ARMTR  ARMTR  ARMTR
RMB'000 RMB'000 ~ RMB'000  RMB'O00  RMB'00  RMB'000  RMB'000

R=Z-~E-A-H As at 1 January 2016

KA Cost 233,768 35 730,982 2,524 4,953 42,637 1,014,899
ZEMERAESE Accumulated depreciation and

impairment losses (57,646) (35 (351,027) (1,985) 2213 = (412,966)
REFE Net carrying amount 176,122 = 379,955 539 2,680 42,637 601,933
REFE Net carrying amount
R F-A-H Asat 1 January 2016 176,122 = 379,955 539 2,680 42,637 601,933
BRCEAHEA Acquired through business

(i 39(a) combination (note 39 (a)) 21,938 — 43,031 — 514 — 65,483

#m Additions 2,439 = 13,506 1,241 849 47 447 65,482
e Disposals - - - () - - )
e Depreciation (11,701) - (67,469) (367) (882) - (80419)
TREETHE Reclassified upon completion 7,303 - 52,050 - - (59,353) -
WZE-AE+ZAZT—H Asat31December 2016 196,101 = 41,073 1,409 3,161 30,731 652,475
RZZ-AE+ZA=+-AR Asat31December 2016
A Cost 268,151 35 851,381 3,359 6,799 30,731 1,160,456
ZRMENRFEFR Accumulated depreciation and

impairment oss (72,050) (35) (430,308) (1,950) (3,638) — (507,981)
RAFE Net carrying amount 196,101 = a,073 1,409 3,161 30,731 652,475
REFE Net carrying amount
RZE—+F-f-H Asat 1 January 2017 196,101 - 421,073 1,409 3,161 30,731 652,475
BREAMRA Acquired through business

(it 39(o) combination (note 39 (b) 16,805 - 60,580 m 1,095 4,405 83,007

$m Additions 854 545 12317 1,309 903 308,443 324,371
fiis Wiite-off - - - - - (1,755) (1,755)
e Disposals - - - (13) - - (13)
Vil Depreciation (10,928) (109) (77,008) (542) (1,205) - (89,792)
TREENNE Reclassified upon completion 13,106 - 98,670 - 17 (111,793) -
WZZE-t£+=A=1—H Asat31December 2017 215,938 436 515,632 2,375 39 224,031 962,383
R=Z-t&+=A=1-H Asat31December 2017
KA Cost 303,813 580 1,044,102 4,564 11,648 224,031 1,588,738
ZEAERAERE Accumulated depreciation and

impairment losses (87,875) (144) (528,470) (2,189) (7,677) - (626,355)
RAEFE Net carrying amount 215,938 436 515,632 2375 3,971 224,031 962,383
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HEZT—tF+=A=1+—HIFE For the year ended 3

13. 1% - BEREREE) 13.
A B 2 AR R R ORE 2 B
ELi -

R-BE—+F+-A=+—8B aNEESH
SN A SERR B R iR A E T A RS T1T
BiRF - BREFEL AR 32,932,000
ZZE—"F : AR¥34,865000L)2ETF
BFEEMEEREBENRESG - REAEE
PEEEBRIZER  AEEERETEE
EERNBATESEBEEEMEESE -

1 December 2017

PROPERTY, PLANT AND EQUIPMENT (Continued)

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

As at 31 December 2017, building ownership certificates of
certain buildings with net carrying amount of approximately
RMB32,932,000 (2016: RMB34,865,000) have not yet been
obtained due to additional time will be required to finalise certain
administrative process for the registration of the transfer of legal
title. In the opinion of the PRC legal advisor of the Group, the
Group is entitled to obtain the building ownership certificates
without legal impediment.

14. A LAEFE 14. PREPAID LAND LEASE PAYMENTS
—E—tHF —E—RF
2017 2016
ARET T ARBETIT
RMB’000 RMB'000
R—HA—H At 1 January 61,429 51,415
il Additions 4,696 —
RATESHEA Acquired through business combination

(H5E39(a)) (note 39 (a)) — 11,400
TEA 1 4 10 & TR IE Amortisation of prepaid land lease payments (1,616) (1,386)
R+=-—A=+—H At 31 December 64,509 61,429

BNEREE (2R 4EETERFIE K Current portion (included in prepayments and
E b pElsFIE) other receivables) (1,678) (1,571)
JERNEREL 2 Non-current portion 62,831 59,858

AEE BN T HERIBTHIZHE 2 H
HERH -

@ REBLAITEREBRAFR —2-tFFRH

The Group's prepaid land lease payments are held under medium-
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Notes to the Financial Statements
HEZT—+tF+=A=1+—HIFE For the year ended 3

15. REYWHE
BEYMENATEAEE = RANCEERT
B8 - MYMYAN AT ELSRAERS
LYW T

15.

1 December 2017

INVESTMENT PROPERTIES

The fair value of investment properties is a Level 3 recurring fair
value measurement. A reconciliation of the opening and closing fair
value balances and changes to the carrying amounts is summarised
as follows:

—E—+tF ZE—RF

2017 2016

AR®T R AREBFIT

RMB'000 RMB’000

®n—HA—H At 1 January 18,820 15,730
KEMFESEGIEE Revaluation gain on investment properties 1,580 3,090
R+=—A=+—H At 31 December 20,400 18,820

BREYWER_ZT—+tF+-_A=+—HHEB
S RPRI SR (M A TR REmE 2
KR )EITEM - BEfHIEE AR 1,580,000
TT(ZZ—7R%F : AR¥3,090,0007T)E %
REZEIIER ©

AEBZREMEUNIZTHEERFZF

B E 3 -
REBEZ2-_ZT—+t&EF-_ZT—XRF+_H

=T HILEFE  UERE-RBIEE K
Az ERER - HRAEEARELE=RH -

REWEZ A HETREBEERRAINERL
BOAETE - MUEBRERALEMEZUE
T |URN BB ME - BHERULE
ZATLLBMED EITAN ©

Investment properties were revalued as at 31 December 2017 by
an independent firm of chartered surveyors, who has the recent
experience in the location and category of property being valued.
Revaluation gain of RMB1,580,000 (2016: RMB3,090,000) was
recognised in profit or loss for the year.

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

During the years ended 31 December 2017 and 2016, there were
no transfers between Level 1 and Level 2, and no transfers into or
out of Level 3.

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

EiE
Range
—E—tF —E—RF
A EZEg AE : Unobservable input(s): 2017 2016
YIRS 2R B (ITiE) Premium (discount) on characteristic

of the properties

-10% to 14% - 3% to 38%

IREY RO (BEAN - R - HE -
FEEUE)EaEIITERS - A7 820
BERIBEZAFE -
MERMNFRLERE - HRYENORTF
Bt ERENGZR RREEBNRE - L ER
BEEERERIBM -

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

There were no changes to the valuation techniques during the
year. The fair value measurement is based on the above properties’
highest and best use, which does not differ from their actual use.
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HE-ZT—+tF+-H=1+—HIL5JZ For the year ended 31 December 2017

16. W& 16. GOODWILL

—ZT—tF A
2017 2016
AR®T T AREBFTT
RMB’000 RMB’000
n—A—H At 1 January 17,668 —

RATESMEA Acquired through business combination

(B3 39(a)) (note 39 (a)) — 17,668
®w+=-—A=+—H At 31 December 17,668 17,668

RETREND  BEIEEIHTRER
EIRMEAERAR(NIHER DORESEL
B ZAFNEENE - BUENHERH
ETERNER - IHFBRNREELEN
MR KBS B REEREEETE - MEM
BENZEEAENDAFHRERNRS
MEEAFE -  AFHRNRNRESRER
EET MEFIERE2% (ZT—7RF : 3%)
(THETBEETITEMNRMIERE)ES
PRIERERHAMEAR - W RREBRHR
TELBEMABNAEBRER

For the purpose of impairment test, goodwill is allocated to CGU
of Jiangsu Chunxiao Pharmaceutical & Chemical Co. Ltd. (“Jiangsu
Chunxiao”) which is engaged in research and development,
manufacturing and sales of fine chemical products. The recoverable
amount of the CGU of Jiangsu Chunxiao has been determined
from value-in-use calculation based on cash flow projections from
formally approved budgets covering a five-year period. Cash flows
beyond the five-year period are extrapolated using an estimated
weighted average growth rate of 2% (2016: 3%), which does
not exceed the long-term growth rate for the chemical industry in
the PRC. The discount rate used is pre-tax and reflect specific risks
relating to the relevant CGU.

—E—tF AN
2017 2016
K Growth rate 2% 3%
AT E Pre-tax discount rate 20% 21%

BT EXFmiEEReEABMNEREE
NEZEBERIN  BEBRBMA  UEEAE
BT EBRRVANENFIGES) - E1E[E
R BERENRSEEEURIEMIRK

BYE-

@ REBLAITEREBRAFR —2-tFFRH

Apart from the considerations described above in determining
the value-in-use of the CGU, management is not aware of any
other probable changes that would necessitate changes in the key
assumptions. Management determines that the CGU containing
goodwill does not suffer any impairment.
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BHEZ
17.

T—+HF+=A=1+—HILFJZ For the year ended 31 December 2017
BREE 17. INTANGIBLE ASSET
A A
Technical knowhow
AR®T
RMB’'000
RZE—RF—H— EI —E—REF At 1 January 2016, 31 December 2016 and —
+TZA=+—BAk=ZF—tF—H—H 1 January 2017
RATESMHEA Acquired through business combination
(B3 39(b)) (note 39 (b)) 18,037
B Amortisation (451)
RZZT—+F+=-A=+—H At 31 December 2017 17,586

BEERRR _ZE—tFAA-T+/\RB=E
R EESRELENES(REAIESE

J)&XQ%EZCAE 2 A N 8 HE A R
At A0 (M 7E 39(b)) BT A SH O 12 &
%ﬁ)i?ﬁﬁﬁ%ﬂﬁﬂ%i,ﬁﬁ10¢%’H% W E
AR RBERTOTREEMEER -
AEEFERERBRESEEERZETLEE
ZAHER - 12EH - RBUMERMEE
NAESFHMEARRR(TEFFHE DETZ
e - BSFEE—XBEEXNEMEH
P BEARHAREE BT B ENEEERM

BT A B A AR E ST E - BTy —IERY
RS REANER - RIS AMEERRT
B FT A] ek FE MG MO TR R AR R I SRR - 240
B FRPA 2 A B AT A0 M A TROBI A & EE YA
FIXZ - P18 RS TR B R SR & 2RORITER 7=
WERFERMAFENRTE FEREE
RERAIEAREETCERE IREEMNERER
im*ﬁ’*”ﬁfﬂﬁgﬁﬁﬁﬁﬁﬁfﬁf177% EEH®
CIRBFTERA B TE - RS EET AT
T?E"J&m%ﬂ;% ANEFEDBAE - BREFG
FEERANEERER N B EE o

Intangible asset represented technical knowhow related to
intellectual property rights of production of CA Monomer arising
from the acquisition of the Dekel Investment and Weifang Dekel
(collectively “Dekel Group”) completed on 28 September 2017
(note 39 (b)). Amortisation on technical knowhow is charged on
straight-line method over their estimated useful life of 10 years and
is included in administrative and other operating expenses in the
consolidated income statement. The Group assessed the fair value
of this intangible asset at the date of acquisition of Dekel Group
with reference to a valuation performed by Roma Appraisals Limited
(“Roma Appraisals”), an independent professional valuation firm.
Roma Appraisals is a professional surveyors firm in Hong Kong with
appropriate qualification and experience to value similar type of
intangible asset.

The valuation of technical knowhow was conducted using income
approach, which is an application of the discounted cash flow
model. Based on the projected future earnings streams attributable
to the license agreement signed for the technical knowhow,
economic charges for the use of assets used in generating the
income projection of the technical knowhow were deducted. The
fair value of technical knowhow was then arrived at by discounting
the projected future earnings streams to present value. Key
assumptions include the discount rate of by 17.7% as applied in
the discounted cash flow model, which is determined by using
the “Capital Asset Pricing Model”. The Directors confirmed that
the assessed fair value of technical knowhow was considered as
reasonable based on the methodology, assumptions and parameters
adopted, and that this valuation methodology is appropriate for
valuing similar type of intangible asset.
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18. R—REE NTI 2R W —R 18. INTERESTS INNAMOUNT DUE FROM A JOINT

BEARNIE VENTURE
—E—tF —EREF
2017 2016
AR®T T ARBTFT
RMB’000 RMB’000
JE(REEFE Share of net assets — 23,595
M—XEEARHEEEmA Unrealised profit on goods sold to a joint venture
REIRHF — (988)
— 22,607
R-ZE—RFE+-_A=1+—8 ' AEELE Particulars of the joint venture of the Group as at 31 December
RRZFIBAT ¢ 2016 were as follows:
ML BRTEE
B R iE it B BAEMRAZEHE
Place of Nominal value of AATFELERZB DL
incorporation/ issued ordinary/ Percentage of equity
=g establishment and paid-up registered attributable to the FEHEK
Name business share capital Company Principal activities
HE FEE
Direct Indirect
EaigE B & 1007T 55% — REER
Dekel Investment ~ Hong Kong HK$100 Investment holding
HTES TR ANEEERE 14,051,190 T — 55% ShE - HEER
Weifang Dekel (Mo EEERE]) (MZEx)) HE—BILXER
The PRC, wholly-owned United States Dollars FHCEER
foreign enterprise (*US$")14,051,190 Manufacture,
("WOFE") marketing and
sales of a type of
specialty chemical
for industrial use
R-ZE——FRXA=1TH ARREHEZEE On 30 June 2011, the Company entered into the joint venture
HFleaEBtDFEITeERE(EEHED agreement (the “JV Agreement”) with the joint venture partner (the
R ERRE  EaiREEER-F—= “JV Partner”) to form Dekel Investment, which then established
FRAZHEFRRILRE B TS E Weifang Dekel in Weifang City, Shandong Province, the PRC on 2
S June 2012.
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18.

R—RegRrazEs  BR—X
BERBRNREAE)

BRRERE  ARRREZEAHSELH
ZERBENERN  EREERFNEERT
MELLHMEBREE  ATERREEE
FTA o AN - BRI LTS RREY 2 KRE
R TARREEEHH  MAERFIN
HEEBABARRRGEBH —RAE -
R-T—RF  REFBWHRELENE 1
5 ZRELHCHBRAELRR - WIRA

AT AR BTG

N-ZE—tFNA=ZTH AQREELEE
HETEERZ(EERE]D Bt &
EENRELEMARRBEEERES
WEBBEITRANAL%  BeREABBE
35,000,000 7T (#8572 49 A R # 29,795,000
70) (BI5E39(b) - FHIBEREER A AR R
T—+EXNA=ZTHHNAE - Btk AAF]
HEEREHN T ——F~A=+HFIZ
HNEEMEPRANTESRTAETEH
BER - TESMIAZE AFEARE
2,993,000 tEREEFERILER - TE
FrABE(MIFE34) ©

BEE LR —E—tFAA-T/\R%
X EREER AR AT EKE AR (T
39(b)) °

18.

INTERESTS IN/AMOUNT DUE FROM A JOINT
VENTURE (Continued)

The contractual arrangement provided the Company with only
the rights to the net assets of the joint arrangement, with the
rights to the assets and obligation for the liabilities of the joint
arrangement resting primarily with Dekel Group. Also, the
contractual arrangement conferred joint control over the relevant
activities of the arrangement to the Company and the JV Partner
and the relevant activities of the joint venture require unanimous
consent from the Company and the JV Partner. Under HKFRS 11,
this joint arrangement was classified as a joint venture and had
been included in the consolidated financial statements using equity
method in 2016.

On 30 June 2017, the Company and the JV Partner entered into
a sale and purchase agreement (the “S&P Agreement”), pursuant
to which the JV Partner agreed to sell and the Company agreed to
purchase 45% of the issued share capital of Dekel Investment at a
cash consideration of HK$35,000,000 (equivalent to approximately
RMB29,795,000) (note 39 (b)), details of which are set out in the
Company's announcement dated 30 June 2017. Accordingly, the
derivative financial instruments embedded in the JV Agreement
entered into between the Company and the JV Partner dated 30
June 2011 are no longer applicable. The fair value of the derivative
financial instruments carried forward amounted to RMB2,993,000
has been derecognised and charged to profit or loss during the year
(note 34).

Following the completion of the above acquisition on 28 September
2017, Dekel Group became a wholly-owned subsidiary of the
Company (note 39(b)).

Annual Report 2017 Tiande Chemical Holdings Limited @



ISR M

Notes to the Financial Statements
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18. R—REE ATz "W —X 18. INTERESTS INJAMOUNT DUE FROM A JOINT
BEDNRREE) VENTURE (Continued)
EEIRENF A IEER T Summarised consolidated financial information of Dekel Investment
is set out below:

—E—tF —EREF
2017 2016
ARET T ARETIT
RMB’000 RMB’000
R+=HA=+—8 As at 31 December
IEmENEE Non-current assets — 102,501
MENEE Current assets — 48,837
mEasE Current liabilities — 95,821
EmEAE Non-current liabilities — 12,617
FileEBRE Included in the above amounts are:
RefBeEEEE Cash and cash equivalents — 6,376
mETRAaE(TeE Current financial liabilities
B 5 FE 1 BR B L AT FRIR) (excluding trade and other payables) — 89,685
FRBCHAE Non-current financial liabilities
(NEIEH Ath FE A FRIE R B4 ) (excluding other payables and provision) — 12,617
BE-Z—+tF Period ended 28 September 2017 /
AA=+NBLLEHE year ended 31 December 2016
BE-_Z—RE
+TZA=1+—-HLEE
—F Revenue 111,556 60,678
BN, E R 1R Loss for the period/year (10,070) (12,243)
E 2R Other comprehensive income 3,856 (3,393)
2HRELREE Total comprehensive income (6,214) (15,636)
FileEBRE Included in the above amounts are:
EREH Depreciation and amortisation 9,153 10,032
FLEWA Interest income 16 47
MERX Interest expense 2,283 3,024
Frigtife Income tax credit 1,249 3,948

R=E—rE+=A=+-8

BYANAME -

@ REBLAITEREBRAFR —2-tFFRH

=R WNCINI

2016.

The joint venture had no contingent liabilities as at 31 December
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18.

19.

A—REEQRR 2 EE ER—X
BEARRA(E)

AZT—AE+ZA=+—8 - KNEBES
AYRARZEAREWT -

> 1

18.

INTERESTS INNAMOUNT DUE FROM A JOINT
VENTURE (Continued)

The Group’s share of the joint venture’s capital commitments at 31
December 2016 was as follows:

—TRF
2016
AR¥ETT
RMB’000
EHEEES:L = Contracted but not provided for acquisition of
W BEEEEIWESE Property, plant and equipment 2,572

—EBE-XE+-A=1+—0 BR—KRAE
ERNRREAEER  REREAR—FR
BiE  HRAZEARELENREERARE
31,444,000 JTL/EIZ BB RITRIZESRE FIZ N
£33 EEEGE - TR —FREE -

As at 31 December 2016, amount due from a joint venture
was unsecured, interest free and repayable within one year,
except for the shareholder’s loan to a joint venture amounted to
RMB31,444,000 with interest-bearing at the HIBOR interbank rate
plus 335 basis points and repayable within one year.

FE U Bt 7% FH & FIE 19. FINANCE LEASE RECEIVABLE
—E—+tF —E—RF
2017 2016
ARET T ARETIT
RMB’000 RMB’000
IERED Non-current — 12,617
binE)] Current — 797
— 13,414

HEZH Lease arrangements

AEBETETEAERBRUARBME
2EMBRARMNEARZER  URRMBHEE
BYESEE - MEESHUARKE -
B EEN R R 20 F - BEIREENGET
OB AFEIRE o WEE39(b) FTE - B&
SEA_ZT—tFAA-_TN\BEXRSEAR
Alz2EMBLR(FEE18) - Hi& - KER
BHERSERE VB RAT RN

The legal titles of certain of the Group’s buildings were registered
under the name of an indirect wholly-owned subsidiary of the
Company and were leased out under finance leases to the Dekel
Group. The lease is denominated in RMB. The term of finance lease
entered into is 20 years which is approximate to the estimated
economic useful life of the whole assets. As set out in note
39(b), the Dekel Group became a wholly-owned subsidiary of the
Company since 28 September 2017 (note 18), thereafter the intra-
group lease transaction is eliminated in the consolidated financial
statements.
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19. EWEIKBEFIEZE)

R 45 B 75 30 & B WY FRIR

19. FINANCE LEASE RECEIVABLE (Continued)
Amounts receivable under finance lease

RERERENRE
REHESEHE Present value of
Minimum lease payments minimum lease payments
—E—tF —EZERF ZB-tF T RF
2017 2016 2017 2016
ARBTR ARBTT AR®TR ARBTET
RMB’000 RMB'000 RMB’000 RMB'000

TEBE—F Not later than one year — 1,736 — 797
HiB—FE BB hF Later than one year and
not later than five years — 6,372 — 3,187
ko ke Later than five years — 13,475 — 9,430
—_ 21,583 — 13,414
B R S U Less: unearned finance income — (8,169) —  TEANA
N xEBEFIBRIRE Present value of minimum lease
payments receivable — 13,414 — 13,414

RZZE—ARF+ZA=+—0H BEMHHE
EREEMEENEBRERSREBEMGLE
BE-

RIB-—RE+A=+—0 HEZHX
BERBENEZIN20% HFBF X (ZAE M
WA E - BE_T—R"F+-A=+—H
FE - PHERERNERNRT72% -

A ETGEARALTERBENERT
AR o

@ REBLAITEREBRAFR —2-tFFRH

Unguaranteed residual values of assets leased under finance lease
as at 31 December 2016 was estimated at no value.

As at 31 December 2016, interest rate in the lease was calculated
by prime interest rate plus 20% as floating rate which is subject to
the periodic review. Average effective interest rate is approximately
7.2% per annum during the year ended 31 December 2016.

The Group was not permitted to sell or pledge the leased buildings
in the absence of default by the lessee.
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20. EEBIIE 20. DEFERRED TAX
AEEEHRATEZEEHBEE (& The following is the major deferred tax assets/(liabilities) recognised
&) : by the Group:

BMEAT
AOWAE B4
Undistributed ~ HREFE
RENE EEBA  profits of Prepaid BYEE

HHEER  Investment  Deferred foreign  landlease  Intangible fit
Taxlosses  properties income  subsidiaries  payments assets Total

ARMTR  ARMTR ARMTR ARMTR ARMTR  ARMTR  ARERTR
RMB'000  RMB'O00  RMB'000  RMB'O00  RMB'O00  RMB'O00  RMB000

RZE—rF-f-H At 1 January 2016 349 (3,496) 2,073 (4,000) = = (5,074)
BRCEAHEA Acquired through business
(39 ) combination (note 39 (a)) — — - = 211 = 2,111)
(BERMR)/HABR (Charged)/Credited to profit
(R£9) orloss (note 9) (349) (4,295) 107 (8,000) - - (12,537)
fi@:?*/‘ﬁf:ﬂi%*ﬁ& At 31 December 2016 and
“F—+F-f-H 1 January 2017 - (7,791) 2,180 (12,000) 2,111) - (19.722)
ﬁ%ﬁfﬁﬁﬁi\ Acquired through business
<Mﬁ39 (b) combination (note 39 (b) 13,864 - - - - (4,509) 9,355
AR/ (BREMR) (1Y) Credited/(Charged) to profi
orloss (note 9) 2,633 (1,032) 415 - 52 113 2,181
RIE—tETZA=T—H  At31 December 2017 16,497 (8823) 2,595 (12,000) (2,059) (4,39) (8.186)
AT Brtéra B AR R AT 2 IR E R IR 45 The following is the analysis of the deferred tax balances for the
BROAFT - consolidated statement of financial position purposes:
—E—+tF —EREF
2017 2016
AR¥T R AREF T
RMB’000 RMB’000
BETIBEE Deferred tax assets 19,092 2,180
EERIARE Deferred tax liabilities (27,278) (21,902)
(8,186) (19,722)
RBERH AEERFIHREREERE At the reporting date, the Group has deductible temporary
AR #¥5287000t(ZF —R<KF: AR differences of RMB5,287,000 (2016: RMB4,008,000) for offsetting
# 4,008,000 7T ) LA 4K 85 1% 2K B9 % K o FR against future profits. No deferred tax asset has been recognised
RZENBARHEBAINBNERFE5E in respect of RMB5,287,000 (2016: RMB4,008,000) due to the
B E R AOR R S 0T FEOR - I B A unpredictability of future profit streams of these subsidiaries which
R #5,287,000(Z & — <" : AR® have such deductible temporary differences.

4,008,000 JT ) FERE AR R T & £ -
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20.

21.

22.

@i

EERIE(E)

AR AR B I ELAL R AR B B P O B BB A )
R SR - BEA R BRI AL
BERER SUNARBINHELEER
EBEHAR®109,789,000 (=& — /<
£ AR#98,706,0007T) » MmIBF A gk
ZEMHWBARN_-_ZEENE—HA—H#%
MARELBAFMAR - R=ZF—tF+=
A=+—8 ZSEAEBELRABANEGTAAR
#1,097,894,000 C(ZE—RNF: AR
987,063,0007T) ©

20. DEFERRED TAX (Continued)

Deferred tax liabilities of approximately RMB109,789,000 (2016:
RMB98,706,000) have not been established for the withholding
tax that would be payable on the unremitted earnings of certain
subsidiaries in the PRC made after 1 January 2008 because the
Company controls the dividend policy of its subsidiaries and
it is not probable that the temporary differences will reverse
in the foreseeable future. Such unremitted earnings totalled
approximately RMB1,097,894,000 as at 31 December 2017 (2016:
RMB987,063,000).

FE 21. INVENTORIES
—E—tHF —ET—RF
2017 2016
ARBET T AREFIT
RMB'000 RMB’000
R R R ERE S Raw materials and consumables 59,842 52,425
H K Work in progress 18,667 14,968
X o Finished goods 100,017 63,314
178,526 130,707
EZERRKEKRERE 22. TRADE AND BILLS RECEIVABLE
—g—tF T
2017 2016
ARETR ARBEFIT
RMB'000 RMB’000
B SRR Trade receivables 196,707 183,977
e Bills receivable 90,036 248,035
286,743 432,012

AEBGRTESEPZEER RN F—@
AZRNEAATE(ZTE—RF N F—EAZE
NMEATE) - BREBA TR ZRITAR
EE - RRABITER —FURN(CZE—RF:
—FUR) - BUBEFPHEAS Z&HEER
B ARERNHRUIRER GREEE
il - EREEEBERBHRK -

BETERERAA “E-LEER

The Group allows credit periods normally ranging from one month
to six months to its trade customers (2016: ranging from one
month to six months). Bills receivable are non-interest bearing bank
acceptance bills and aged within a year upon issuance (2016: within
a year). Each customer has a maximum credit limit. The Group seeks
to maintain strict control over its outstanding receivables. Overdue
balances are reviewed regularly by management.
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22. ESREWERKREWRERE (&)

22.

REE R EHREERERERIZEER

REIPT{E 2 BRIRDITAA T

TRADE AND BILLS RECEIVABLE (Continued)
Ageing analysis of trade and bills receivable at the reporting date,

based on the invoice date, is stated as follows:

—E—+tF ZT—N
2017 2016
ARBF T AREBFIT
RMB’000 RMB'000
0Z90H 0 to 90 days 237,232 338,371
91 =180 H 91 to 180 days 31,372 87,606
1812365 H 181 to 365 days 10,889 5,358
3@ 365 H Over 365 days 7,250 677
286,743 432,012

FAEZRITRRERR 2 ERIIRNAT

The below table reconciled impairment loss on trade receivables for

the year:

—E—+tF —E—RF
2017 2016
ARBT T ARETT
RMB’000 RMB’000
»—A—H At 1 January 3,178 3,232
TR EETIE [ 1 Impairment loss written back — (247)

RIEREMEZ Exchange (gain)/loss on impairment loss
A E VS ES (170) 189
HRIBERE Impairment loss recognised 6,706 4
RtT-ZA=+—H At 31 December 9,714 3,178

R BRI 5 3() FT 32 & 5 BUR HERRRL

BEE -

The Group recognised impairment loss based on the accounting

policy stated in Note 3(j).
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22. ESREWERKREWRERE (£)

E:3)
=

22.

RZE—+tE+_A=+—H HAE
#18,858,0007L( = & — N F: AR

13,839,000 0) 2 B S EUBR K BN EIRE
BHBERERE RBRESEH  BBHER
TEREZ B 5 FEUER & R E IR 2 B8R B AT

1 December 2017

TRADE AND BILLS RECEIVABLE (Continued)

As at 31 December 2017, trade and bills receivable of approximately
RMB18,858,000 (2016: RMB13,839,000) were past due but not
impaired. Ageing analysis of these trade and bills receivable that
were past due as at the reporting date but not impaired, based on
the due date, is as follows:

TEZBRER D ITIATE
L —FRF
2017 2016
ARMT T AREBFIT
RMB’000 RMB’000
BEiREI1ZE90H 1 to 90 days past due 2,411 6,083
Ei#®EI91E 180 H 91 to 180 days past due 636 7,075
EiRE181E365H 181 to 365 days past due 8,561 4
BB EREA 365 A Over 365 days past due 7,250 677
18,858 13,839

RZEBE—+E+-_A=+—H AR
#267,885000L(Z FE — N F: AR
418,173,000 70) 2 & 5 FEM R I FE W = 4R 3
RiBH - ARIERE - ZFE HEBIRRIE
WEESRLZZRETRAEENER @ Mi%
SRPRIIWENE R

EREBERERECE S ERUERE R EREE
BRELZRBTREENES @ MZERF
EASBMNEERERYT - EEHERRRE
MESZEWROARE 11,795,000 (==
—~F EBREBABEBNEEERR - R
BUANEERE  EEERAEEERY
BEABHAZSERNRIET2EHUE -
A UL B A Z S 4 R ET TR B 4 -

@ REBLAITEREBRAFR —2-tFFRH

As at 31 December 2017, trade and bills receivable of approximately
RMB267,885,000 (2016: RMB418,173,000) were neither past
due nor impaired. These related to a large number of diversified
customers for whom there was no recent history of default.

Trade and bills receivable that were past due but not impaired
related to a large number of diversified customers that had a
good track record of credit with the Group. Trade receivables of
approximately RMB11,795,000 (2016: Nil) that were past due but
not impaired are secured by a property owned by the debtor. Based
on past credit record, management believes that no impairment
allowance is necessary in respect of these balances as there has not
been a significant change in credit quality and the balances are still
considered to be fully recoverable.
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22.

ESRWIRRENERE(Z)
R_BE—+tF+-—A=+—H AEEHHE
AETHEESEAPESZRBITEIT([H
TRITDZ—FRIBP(=ZZT—RF: —F
WEHR) BR T 42 E 4 A R # 857,505,000 7T
—E—RF: AR¥414,380,0007T) 2R
TERAEZE(IBERE])  UEERSZS
HEENES REMEAGRE(EE]D - R
—T—+F+_A=+—8 " REAEA
R #319,197,000T(ZFE—RE: ARK
217,966,0007C ) ) B & ZIE M AR EI B - 1R
BHREZEEL  BRITRITRESN B2
EEFEABERAEBREESRE(FEY
k) - EEBRE BEZEMEENAERR
MBS EREERFTHEE - At - A%
EERIITEREEZERIEEE S REME
MNEREHEREEE - AEEREEZENGE
BYREEZZaRBRMBRZESESR
BZAMBEESRERENEREE -T2
RE AEBRBEZERES R ATFE
FTEK °

HE-_Z—tFR-_ZE—F"F+_A=1+—
BULEFE AEETERRASEZZEME
2 RS EE - EREFANERRE
FMHA - HERFES RERTKESIE
Ko BEEFNYSELT -

B 5 R RN R R 2 R E BRI T
SHE

22. TRADE AND BILLS RECEIVABLE (Continued)

At 31 December 2017, the Group endorsed bank acceptance
bills (the “Endorsed Bills”) issued by several banks in the PRC
(the "Issuing Banks"”) with aggregate carrying amount of
RMB857,505,000 (2016: RMB414,380,000), with maturity within
one year (2016: within one year) to certain of its suppliers for
settlement of the trade and other payables due to these suppliers
(the "Endorsement”). Among of the Endorsed Bills with aggregate
carrying amount of RMB319,197,000 (2016: RMB217,966,000)
were not yet matured as at 31 December 2017. In accordance
with the Negotiable Instruments Law of the PRC, a holder of the
Endorsed Bills has a right of recourse against the Group if default
of payment by the Issuing Banks (the “Continuing Involvement”).
In the opinion of the Directors, all risks and rewards relating to
the Endorsed Bills have been substantially transferred upon the
Endorsement. Accordingly, the Group has derecognised the full
carrying amounts of the Endorsed Bills and the associated trade and
other payables. The maximum exposure arising from the Group’s
Continuing Involvement in the Endorsed Bills and the undiscounted
cash flows to repurchase these Endorsed Bills equal to their carrying
amounts. In the opinion of the Directors, the fair values of the
Group’s Continuing Involvements in the Endorsed Bills are not
significant.

During the year ended 31 December 2017 and 2016, the Group has
not recognised any gain or loss arising from of the Endorsed Bills.
No gain or loss were recognised from the Continuing Involvement,
both during the years or cumulative years. The Endorsement has
been made evenly throughout the years.

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

—E—+F —ZT—RF

2017 2016

ARET T ARBET T

RMB’000 RMB’000

AR RMB 218,468 381,894
=T us$ 68,275 50,118
286,743 432,012

RZB—+F+-_A=1+—08 EREEHS
EAR 6,040,000 (ZF—/RF : £) >
ERENEE AR 6,040,000 (ZF—<
F ) ERIEIE (MR 26) -

As at 31 December 2017, bills receivable included an amount of
RMB6,040,000 (2016: Nil) which was pledged for bills payable of
RMB6,040,000 (2016: Nil) (note 26).
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23. AIFER HAEWFIE 23. PREPAYMENTS AND OTHER RECEIVABLES

—E—tF —F—RF
2017 2016
AR®T R AREBFTT
RMB’000 RMB’000
AN EREKIE Advances to the suppliers 16,075 7,577
AW E S (E A VAT recoverables 25,329 5,853
SN Prepayments 606 2,405
BEME  BELRRBOHZS Deposits for acquisition of property,
(FM3E) plant and equipment (note) 42,000 —
H fib e U kIR Other receivables 2,737 2,034
TE{T T AR &I — R ER Prepaid land lease payments — current portion
(BFzE14) (note 14) 1,678 1,571
88,425 19,440
BEE Note:

BEZZ—EFHAFITNZHE RAEKAMIE
% RS ARBRETERAR([HHAES] &
NAZEENBARM—2BYE=HTHRA])
AR 42,000,0007T 0 tEAKRESER

Bk —REMEe((Ee])  AESETA

H#% ARG EERBAREMEE TR
A RIETRIRIGIEIE - HIHBBERRHRER
& WM R RARER (TH AR D IR H R
A BRREHRERSYRESSBEERARHE
RZEAGRKERMEHMESNEBLR - RZF
—tF+_A=+—8  #HERRUEERE

N SOREE R T R ERTTIE A AR 30,000,000 7T ©

RZT—NE—F  BHEHET AR AT EE
RHRFREER  EHNEEREBETZEEH
MHHER TEEKINZHEARNGBES K
AFR# 98,000,000 ([ RFEE )

ZEERRFEERN T N\FOARERRE
BEAMmEESLEZH  ESEREEEER
B (DZRFREDKRAERD - RQ)AREE
R EERFAARA A BERKD)

Hit - TESERFREFELEE  TRECKE

E-g—t & +- A=t BUEFENGANE
WREFDRARDEE -

REBLETERERAF “E-LEER

Weifang Binhai Petro-Chem Co., Ltd (“Weifang Binhai”), a wholly-owned
subsidiary of the Company, paid to an independent third party (the
“Party A") an amount of RMB42,000,000 as deposits (the “Deposits”)
for acquisition of various equipment, facilities and a piece of land for the
construction of a thermoelectric factory in Shandong pursuant to the terms
and conditions under several contracts entered into in April 2017.

Thereafter, the Weifang Binhai found that the equipment and facilities to be
acquired cannot be functioning as specified in the contracts. Weifang Binhai
requested the Party A for a refund of the Deposits and filed a legal claim
in the Weifang Intermediate People's Court (the “Weifang Court”) against
the Party A to recover the Deposits and compensate the loss suffered by the
Weifang Binhai due to Party A's breach of the terms and conditions of these
contracts. As at 31 December 2017, the Weifang Court has ordered that the
Party A’s bank deposits in sum of approximately RMB30,000,000 be frozen
for this legal claim.

In January 2018, the Party A filed a counterclaim to Weifang Binhai at
Weifang Court that Weifang Binhai should fulfil its obligations under the
several contracts and is liable to pay the remaining balances of the several
contracts in the sum of RMB98,000,000 (the “Counterclaim™).

These legal claims are scheduled for hearing in April 2018. As at the date
of the approval of this report, Directors have obtained legal opinion that (1)
it is very unlikely that the Counterclaim will be successful and (2) it is very
likely that the legal claim made by the Group will be successful.

Accordingly, no provision for the Counterclaim is made and the Deposits
is classified as a current asset in the consolidated statement of financial
position for the year ended 31 December 2017.
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24. BIEABRTER

25.

RZE—ttF+=_A=+—H BEHEH#H
BITFERDIEAREHE EP AR
30,000,000 JC(=F —7<4F : &) ZBITFH
To5h AR # 50,000,000 7T 2 &~ 248 1E H K
(K 5E26) © M A R #4,218,000L(= &
—NE E)ERBBERIT E BB RE

S
& e

EERR ARNFHE  DEMRITERZ
NHERHEEMETESEAER -

RITRBESER
NEBZRITRBEEHUAAREE 4
AR #88,980,000 (=T —NF : AR
87,222,0007T) - ARM K BINERS - B
o Bl 2 INEEE BG4 - &S 0E RS EE
EIRIRTE IR o

RITFR RSB REERIATEEE

24. PLEDGED BANK DEPOSITS

25.

As at 31 December 2017, pledged bank deposits were denominated
in RMB in which an amount of RMB30,000,000 (2016: Nil) pledged
for bills payable of RMB50,000,000 (note 26) and an amount of
RMB4,218,000 (2016: Nil) imposed by the relevant local authorities
as security deposits .

The Directors consider that the fair values of the pledged bank
deposits are not materially different from their carrying amount
because of the short maturity period.

BANK AND CASH BALANCES

The Group's bank and cash balances amounted to approximately
RMB88,980,000 (2016: RMB87,222,000) were denominated in
RMB. Conversion of RMB into foreign currencies is subject to the
PRC's Foreign Exchange Control Regulations and Administration of
Settlement, Sales and Payment of Foreign Exchange Regulations.

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

—E—tF —ZE—X
2017 2016
ARET T ARETIT
RMB’000 RMB’000
it HK$ 69,043 14,360
=T us$ 36,567 82,738
AR # RMB 88,980 87,222
194,590 184,320
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26. EZENERRESREE 26. TRADE AND BILLS PAYABLE
—E—+tF —E—K
2017 2016
AR®T R ARET T
RMB’000 RMB’000
& S e IR Trade payables 48,753 39,053
ENZEE Bills payable 55,950 —
104,703 39,053
B oRNERENZEEBENEESRN T30 Trade and bills payable normally have the credit periods ranging
Z180BHTEHE(ZZT—XRF: NF30F180 from 30 to 180 days (2016: 30 to 180 days). Ageing analysis of
BAE) WmERH  BHENERENSRE trade and bills payable at the reporting date, based on the invoice
BIRBEE A BF{EZBRRAITIAT - date, is as follows:
—E—+tF ZE—RF
2017 2016
ARBT T ARET T
RMB’000 RMB’000
0Z90H 0 to 90 days 81,739 35,948
912180 H 91 to 180 days 21,291 1,169
181 £ 365 H 181 to 365 days 784 1,351
83 365 H Over 365 days 889 585
104,703 39,053
RZZE—+F+_A=1+—"H BKREEA As at 31 December 2017, bills receivable of RMB6,040,000 (2016:
R #6,040,000 (=& — /N F &) 3F Nil) (note 22) and pledged bank deposits of RMB30,000,000 (note
22) R EERIRITIE A K 30,000,000 7T 24) were pledged for bills payable of RMB6,040,000 (2016: Nil) and
(M3t 24) B9 BIBLIEN =% A R 6,040,000 RMB50,000,000 (2016: Nil) respectively.
TL(ZZE—RF : )R AR 50,000,000 7T
ZERF B EHER -
EHRNERENERNREBEAARES The carrying amounts of trade and bills payable are denominated
B TEREHAEH AUHBEIENER in RMB. All amounts are short term and hence the carrying values
EREENEREERRASIROMUEATE - of trade and bills payable are considered to be a reasonable

approximation of their fair values.

@ REBLAITEREBRAFR —2-tFFRH
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27. ACCRUALS AND OTHER PAYABLES

27. BNERSERAREALENKE

—E—+tF —FRF
2017 2016
AR®T R AREBFIT
RMB'000 RMB’000

MEEWE  HENERE Payables for property, plant and equipment
e Y IR 124,626 46,974
FEW R F IE Advances from customers 7.188 13,283
JERT AR RS2 Accrued expenses 10,910 10,843
JER T & KA Wages and welfare payables 13,899 11,339

JER — KRB R AR Amounts due to ex-equity holder of

AR A AFKIE (MR a subsidiary (note) 1,169 13,137
H e ERIR Other payables 43,654 40,758
FEIEW A — B35 (17 30) Deferred income — current portion (note 30) 3,931 3,773
205,377 140,107

BEE

PN RE39(a) P - EABRIMET AR AR LE
Boh])  ARARZMEEEMBRARIR_F—X
FNAATKABLE=T7([AEEFEA DS
TEAERE - REBHARMK39,229,0007T - R-F
—RNF+ZA=tT—HB ENAIEEREASHE
BAR13,137,0007C °

—E—+FERA ITHEBERIEMNFLLEAR
EBE(TEMER DBEHZ B  EP S RIEHE
BaiEsSEASEREANAR(HER DR
HZERZMG - ZERTIR_ZTE—~FNLALE
SELRE I EEEARE  BEAEEEREY
TEE - At IaHEERAWESRENMEBELR
RABRIFESEEE A S5 AR 5,000,000 7T & F &
MEMT -

—E—+F+H BNERTSILIEEE(ERRE
BERA) ARERAAEINFAREELRS ARE
5,000,000 7T AN FE 51 B A A R # 6,897,000 7T
(l&Zm<]) °

“E—tHE+ R REFHZHSRL LEF
(TE&FD -

R-Z—+E+-A=+—H8 maR&®<hE
TR EFMDEETH  EREDSREETE
MARIMEHEBEHL AR 7,085,000t 2B B
FERERRAS - B A ERAAEEAEE
RIFT bt 2 B AR HAREA -

B LB ELEATEERFEARZE—~FENA
=+ HTIME B R AIERRIEX - LEEL
ERELZFARMFERNTEBRESHIER
HAEANBERE At R=ZZ—+F+=A
=+—B ENAi#zEEAREAERDAR
# 7,085,000 7T °

Note:

As set out in note 39(a), Shanghai Dehong Chemical Co. Ltd. (“Shanghai
Dehong”), an indirect wholly-owned subsidiary of the Company, completed
the acquisition of Jiangsu Chunxiao from an independent third party (the
"Ex-Equity Holder”) for a consideration of approximately RMB39,229,000 in
September 2016. Amounts due to the Ex-Equity Holder as at 31 December
2016 was RMB13,137,000.

In May 2017, Jiangsu Chunxiao received an order from Changzhou Xinbei
District People’s Court (“Changzhou Court’) relating to the dispute on a
guarantee given by Jiangsu Chunxiao to a company (the “Defendant A"),
which is wholly-owned by the Ex-Equity Holder. Such guarantee had been
made prior to the acquisition of Jiangsu Chunxiao by Shanghai Dehong in
September 2016 and without the knowledge of the Group’s management.
Therefore, Jiangsu Chunxiao was jointly and severally liable for repayment of
a loan in principal amount of RMB5,000,000 plus interest arising from the
default of Defendant A.

In October 2017, Changzhou Court ordered that Jiangsu Chunxiao, as
a guarantor capacity of the debt, is jointly liable to pay the outstanding
principal of RMB5,000,000 plus accrued interest in total aggregated amount
of RMB6,897,000 (the “Order”).

In November 2017, Defendant A lodged an appeal against the Order (the
“Appeal”).

As at 31 December 2017, a provision of total aggregated amount of
RMB7,085,000, represented the loan principal amount, accrued interest and
other outgoing legal expenses estimated by the Group's legal counsel in
relation to the Order has been made in the consolidated financial statements
as the Order has not been settled and the Appeal is still in the progress.

Under the terms and clauses of sale and purchase agreement entered
between the Shanghai Dehong and the Ex-Equity Holder on 30 August
2016, Shanghai Dehong is entitled to be indemnified by the Ex-Equity
Holder for all losses arising from this litigation case. Hence, the amount due
to the Ex-Equity Holder is thereby reduced by RMB7,085,000 accordingly as
at 31 December 2017.
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HE-ZT—+tF+=-A=+—HILFJZ For the year ended 31 December 2017

28. SRITER 28. BANK BORROWINGS

—E—tF —E—RF
2017 2016
AREET T ARET T
RMB’000 RMB’000

RERRIE A VAT

— BB (D)

——Fff  BEEER
R R B 3 1 R i)

Portion of bank borrowings due for repayment

— On demand or within one year (note i) 81,891 56,816

— After one year which contain a repayment
on demand clause (note i and ii)

112,214 =

194,105 56,816

()  PIBERITEREHARABNHBEMERRE
HHER -

iy FBEERETHTIE—FRNEENRT
ERAR®112,214,000 (= F — X F -
&) AREBERGEEE —BIER B
TEERAE EEEERUBERPE TR
SKER MRS BEIEARDAR -

RZZE—tF+RA=+—H TEEMNR
TTERE R BIRE i AR (E R (&t
EARBKEEGEHOTE)  FHBEOT

(i) All bank borrowings are guaranteed by the Group's subsidiaries in
the PRC.

(i) The current liabilities include bank loans of RMB112,214,000 (2016:
Nil) that are not scheduled to repay within one year. This amount is
classified as current liabilities as the related loan agreements contain
a clause that provides the lenders with an unconditional right to
demand repayment at any time at its own discretion.

At 31 December 2017, the Group's bank borrowings were
scheduled to repay which set out in the loan agreements if ignore
the effect of any repayment on demand clause as follows:

—E—tF —E—RF

2017 2016

AR¥TF R ARETTT

RMB’000 RMB’'000

—FR Within one year 81,891 56,816
—FLA L BENBRME More than one year, but not exceeding two years 28,054 —
MEE - BNBBAF More than two years, but not exceeding five years 84,160 —
194,105 56,816

@ REBLAITEREBRAFR —2-tFFRH
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BHE-ZT—+HF+-H=1—HIL%JZ For the year ended 31 December 2017

28.

29.

30.

RITERE)

BREE AR 169,105,000 T (=T — /< ¢
AR #56,816,0007T) & A R # 25,000,000
TT(ZE—RF  8) 2RITERDRIAET
RAREEHE -

AEBIRITERNERFREELNT ¢

28.

BANK BORROWINGS (Continued)

The carrying amounts of RMB169,105,000 (2016: RMB56,816,000)
and RMB25,000,000 (2016: Nil) bank borrowings are denominated
in HK$ and RMB respectively.

The ranges of effective interest rates per annum of the Group’s
bank borrowings are as follows:

—g—+#F .
2017 2016

T g
/%/%\15 A

—AETTEHE
—AAR®HE

Floating-rate borrowings
— Denominated in HK$
— Denominated in RMB

2.17% to 2.98%
4.97% to 5.04%

2.36%10 2.87%
TEA N/A

EFEBERMENETBERKRSREMS
SHRITERH A TE  ARA/REHRE A
AREBRTEROEAEREL A HERS -

BN —REABARRE EBA—F
FEEE R IR R AKIE
KoE-AF+-A=+—8 EN—KH
B ARl (H = BT FRA RS
TEEATEN) RALERER - B8 ARE
SIS -

FE TSR RRAR AR A IR - AR IR
2% 5B RN —FREIHEE -

I SE WA
REEZRTERAIEMBTRE - (ERER
EERRIEREHAZ KA °

29.

30.

The Directors estimate the fair value of the bank borrowings by
discounting their future cash flows at the market rate and consider
that the carrying amounts of the Group’s bank borrowings
approximate to their fair values at each reporting date.

AMOUNTS DUE TO A RELATED COMPANY/A NON-
CONTROLLING SHAREHOLDER

As at 31 December 2016, amount due to a related company, in
which three of the executive Directors have beneficial interests and
can exercise significant influence, is unsecured, interest-free and
repayable on demand.

Amount due to a non-controlling shareholder is unsecured and
bears interest at 2% per annum, and due for repayment within one
year.

DEFERRED INCOME

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

R EBFTEZ DT Analysed for reporting purpose as:
—ZT—tF ZT—RF
2017 2016
ARBTT AR¥FIT
RMB’000 RMB’000

THAE(EBEEEMNARMNEER  Current liabilities (included in accruals and

R E M FETFRIR) other payables) 3,931 3,773
FEREERE Non-current liabilities 9,077 9,918
13,008 13,691

FR —EHHARMES374000T(ZF
—7NF ¢ AR¥ 3,640,000 7T ) MY FRIE B E 4R
BUEER B E AU A TN 2P #ERR ©

During the year, an amount of RMB3,374,000 (2016:
RMB3,640,000) has been recognised in other income and gains in
the consolidated income statement.
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31. BA& 31. SHARE CAPITAL
BRHEE
Number ot |
of shares Amount
T A% BT T ARET T
‘000 HK$'000 RMB’000

VERE Authorised:
SRAESE0.01 T @k Ordinary shares of HK$0.01 each
R-ZT—XRFE—HF—H8 " As at 1 January 2016,

—E—RF+=H 31 December 2016,

=t+—R -ZF—+F 1 January 2017 and

—A—BRZZE—F 31 December 2017

+—A=+—H 100,000,000 1,000,000
EEITRERE Issued and fully paid:
FRREEAE0.01 T E R Ordinary shares of HK$0.01 each

R=-ZE—XRF—H—H As at 1 January 2016 846,878 8,468 7,786
IRIERE IR T BB TR Shares issued under share option

(Pt 33) scheme (note 33) 1,820 19 16
RZE—RF+ZA=1+—HK Asat31 December 2016 and

—E—+F—HF—H 1 January 2017 848,698 8,487 7,802
BB AR T 2B TR 1D Shares issued under share option

(Pt 33) scheme (note 33) 3,256 33 29
R-_E—+F+-_A=+—H As at 31 December 2017 851,954 8,520 7.831

@ REBLAITEREBRAFR —2-tFFRH
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HE-_ZT—+HF+=-A=+—HILFJZ For the year ended 31 December 2017
32. f#E 32. RESERVES
rE Group
REERELRERBBESEREERE The amounts of the Group's reserves and the movements therein
BRIR © are presented in the consolidated statement of changes in equity.
KATFE Company
HMEER,
i
Foreign [BRRERME
RHEE  currency Share  RBEF
Share translation option  Retained &5t
premium reserve reserve profits Total
ARBTT AR¥Tn ARETR AR®TR AR%Tn
RMB'000 RMB'000 RMB'000 RMB’000 RMB’000
(MzEa) (MizEe) (FHEES)
(note a) (note e) (note f)
RZZE—RF—A—B&H Balance at 1 January 2016 106,333 (35,198) 2,736 128,900 202,771
BT -RFRPRE 2015 final dividend paid (note 11)
(FazE11) — — — (54,293)  (54,293)
BRZE—AERERE 2016 interim dividend paid (note 11)
(BazE11) — — — (29,611)  (29,611)
REEEARN T2 Equity-settled share-based payment
TERAX expenses — — 3,793 — 3,793
BIEEREEIETRN Shares issued under share option scheme
(Fi3E33) (note 33) 3,087 — (837) — 2,250
RERHM Profit for the year — — — 85,970 85,970
Hiv2EME Other comprehensive income — 10,702 — — 10,702
E@ZY ANE+-A=+—HK Balance at 31 December 2016 and
Z—+F-F—B#% 1 January 2017 109,420 (24,496) 5,692 130,966 221,582
EH:; NERERE 2016 final dividend paid (note 11)
fiEE11) — - — (59,0700  (59,070)
BN —tFPHRS 2017 interim dividend paid (note 11)
(FizE11) — — — (290100  (29,010)
LB RN 2 Equity-settled share-based payment
FIERAY expenses — — 1,031 - 1,031
REERETZIETRG Shares issued under share option scheme
(Ff5E33) (note 33) 5,402 — (1.313) - 4,089
TEERN Profit for the year — — - 85,371 85,371
Hinzmles Other comprehensive income — (12,344) — — (12,344)
RZE—+F+-A=+—H Balance at 31 December 2017 114,822 (36,840) 5,410 128,257 211,649
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32. f#E(E&)
AEBRARDT
(a) K& E
BIERSBEATE - ARFIRGHE
BEAZESAHSETAATEEA -
RS RS B EE - AATIE
BRENEEN B EESBRRPIS &

% e

Rl

FRlEREREARER —TTMFE
T EEMEBETENE LR BB
RIS 2 F B A AHE S T 1T
ZARAB EERRZHE

(b)

BHAES

REBRFABKY 2 WEA R 2 Z24H
BIRE - ZEWBRARESFEBRITE
FgaflzETaDLLEREEABATE
& BEEAEBEINEENBARGEME
RZ50% &Lk E—RIFBRT » Bk
NESEVRERERE  SRBIEE
A AEMERNRIET B AR Z £E
RS - BHATESBEE AT A
MER% - BEZHBETESOREME
A2 25% °

(c)

NEE
BEABRATER-_ZEZRFER
—TERF-A—BHBEMGRIZAB
Bl - FEFR B S 2 NERE A RAR
5% E10% 2 BRAEHRERAETA
- MARKSRAAEE ZEEEF
MARBENYEE 2 BIH - BREETS
BZERT  Rme MBIk -

(d)

&m

@ REBLAITEREBRAFR —2-tFFRH

32. RESERVES (Continued)

Group and Company

(a)

(b)

(o)

(d)

Share premium

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

Special reserve

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

Surplus reserve fund

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

Public welfare fund

Pursuant to relevant regulations before the enactment of
Company Law of the PRC (revised in 2005) on 1 January
2006, the Group’s subsidiaries established in the PRC made
allocation from their profits after income tax at the rate of
5% to 10% to the public welfare fund. Public welfare fund
can only be utilised on capital nature items for collective
welfare of employees and is not distributable other than in
liquidation.
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BHE—
32.

33.

32.

RESERVES (Continued)

T—+F+ = A=+—HILFE For the year ended 31 December 2017
R (=E)
KEBREAAT(E)

(e) SMNBERHHE
SIS B 54 (et B FE IR B O S A 2 B 7
WRAEE ZPIEERZ5 - thHER
TEME 3(e) TEN R ST BUR IR EE -

() BEREREE

ZEAXZE R M E T L ERIERIRES
%,ﬁﬁﬁgwu °

Liﬂﬁﬁiﬁzy’l

Pi NN = 7/\¢+H@E?7KZW_IEE%HX
T%EE‘|‘2|J(T_ TENFRERERE - WK
Z-RNENAZTHRAS —BERETE
(T RFRERETE) - B ERE R
WEHAREEZ FWKMIELERZ ST - B
RASEEAKEARISHBMERR 2ES
SERES - H#ERN  BF  BREIERER
QZ% %%}\jiZ-KE.ZEEFEﬁZué@/\ o &
TREFHEREGEHB-EE /\¢+H /YA ke
ER - BREE o RBE_ZETNFRRE

=+ &l - A 4% & % 40,000,000 17 B f& #
i 7 H 3B A F 58 i & % 40,000,000 %

Rt o ZETRNFEREFIERZZ—R
FRAZTHKIL - BT NFREIRE
FTEZ 55K - BERBERITE 2 BRI
BERRATOAE - RZE—EF+H
—t+—HB ' BRE_SETEFEREFEC
RHE®RITE CBRER Y RRHEE
/11,084,000 % (==& — /< & : 14,340,000
H%'m§%$ﬁ%5%$“ﬂaﬁﬁhmz
13% (ZZE—RF :1.7%) ° —NEFE
h%ﬁ%m ”—AEEH_+EE$&
BRHTF - RBE-T— NFHERETE
A% 5% 84,687,800 10 fERL #E - IR, T EL 4%
B AKEF R EE & % 84,687,800 B A% 17 o
A WERE - T NFEERETEREE
BEAE(—T—7RF : ) o

FTE AR 4 2 SRIBHS AR A E - RE,
E_T—+FF+ A=+ BHIEFEERE
Bz &8 AAREK 1,031,00070( =T —<
F: AR#3,793,00070)(FisE8) - KEEH
W45 RRE B sk LA BT IR (D AN A R B E
BRENETRETEMS -

—7

33.

Group and Company (Continued)

(e) Foreign currency translation reserve

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

(f)  Share option reserve

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

SHARE-BASED PAYMENTS

The Company adopted share option schemes on 4 October 2006
(the “2006 Share Option Scheme”) and 20 May 2016 (the “2016
Share Option Scheme”) for the purpose of providing incentives and
rewards to the directors, eligible employees, suppliers, customers,
any shareholder of each member of the Group or associated
company or any of their respective associates, and advisers or
consultants of the Group who contribute to the success of the
Group. The 2006 Share Option Scheme became effective for a
period of 10 years commencing on 4 October 2006 and up to
40,000,000 options entitling the holders thereof to subscribe for
up to 40,000,000 shares may be granted under the 2006 Share
Option Scheme, which was terminated on 20 May 2016. The
granted outstanding options continue to be valid and exercisable in
accordance with the terms of the 2006 Share Option Scheme. As at
31 December 2017, number of shares in respect of which options
had been granted and remained outstanding under the 2006 Share
Option Scheme was 11,084,000 (2016: 14,340,000), representing
1.3% (2016: 1.7%) of the issued share capital of the Company at
the date of this report. The 2016 Share Option Scheme has become
effective for the periods of 10 years commencing on 20 May 2016
and up to 84,687,800 option entitling the holders thereof to
subscribe for up to 84,687,800 shares may be granted under the
2016 Share Option Scheme. During the year, there was no share
option granted under the 2016 Share Option Scheme (2016: Nil).

All share-based payment will be settled in equity, amount of
RMB1,031,000 (2016: RMB 3,793,000) (note 8) is recognised to
profit or loss for the year ended 31 December 2017. The Group
has no legal or constructive obligation to repurchase or settle the
options other than by issuing shares.

Annual Report 2017 Tiande Chemical Holdings Limited @



ISR M

Notes to the Financial Statements
HE-ZT—+tF+-H=1+—HIL5JZ For the year ended 31 December 2017

33. URHBXFNFZHE (&) 33. SHARE-BASED PAYMENTS (Continued)
RZEBE—EFRZTE—RF+ZA=+— Details of the specific categories of options outstanding as at 31
B - FEEMN 2 BIREFBEHIINT December 2017 and 2016 are as follows:

TREE HRITEBREHE
AR AR g =R BEAS TEHE Exercise Number of share
Category of grantee Date of grant  Vesting date Exercise period price  options outstanding
“E—tF ZERE
2017 2016
BE (M) “T-RF —TRF —TRF A1 45T — 300,000
Director (note i) +H+H +A+A +A+HEE HK$1.45
10 July 2015 10 July 2016 —ET o=
+HAMNR
10 July 2016 to
9 July 2023
—T-hF —E—+F —T+F A% 1.457C 300,000 300,000
+A+H +A+H +tA+HEE HK$1.45
10 July 2015 10 July 2017 T o=
+ANAB
10 July 2017 to
9 July 2023
L (MFEi) —Z-nF —E-REF —E-RF A 1.457T - 60,000
Ms. Luo Wenhua (note ii) +A+A +A+H +A+HZ HK$1.45
10 July 2015 10 July 2016 —E-=%F
+ANB
10 July 2016 to
9 July 2023
—ZT-REF —E—tF —F—+F B 1.457T — 60,000
+A+H +A+H +A+BEZE HK$1.45
10 July 2015 10 July 2017 ke Sl =
+HAMNR
10 July 2017 to
9 July 2023
eI £ (Bt iii) —T-hF —E—+F —T+F A 1.457T 140,000 140,000
Ms. Shi Huifang (note iii) +A+H +A+H +A+HZE HK$1.45
10 July 2015 10 July 2017 T o=
+ANAB
10 July 2017 to
9 July 2023
&8 —Z-nF —EREF —E-RF A% 1.457C 3,828,000 5,900,000
Employees +H+H +H+H +tHA+BZE HK$1.45
10 July 2015 10 July 2016 —E-=%F
+ANB
10 July 2016 to
9 July 2023
—E_—FE Tt —E—fF 1457 6,816,000 7,580,000
+H+H +A+8 +A+HEE HK$1.45
10 July 2015 10 July 2017 —ET o=
+HAMNR
10 July 2017 to
9 July 2023

11,084,000 14,340,000
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33. URGBXFNFZHE (&) 33. SHARE-BASED PAYMENTS (Continued)

BT Notes:

(i) BIRRAEEN_ZT—tF— A —HEZEA (i) Mr. Sun Zhenmin has been appointed as an executive Director on 1
BITEE - January 2017.

(iy BNELZTDHAQRER—HMBARZIE (i) Ms. Luo Wenhua is an employee of one the Company’s subsidiaries
8 WABSFIRRAEZRSE  BAlARK and is the spouse of Mr. Sun Zhenmin who is a Director and therefore
IRERFHEZHEA - an associate of Mr. Sun Zhenmin.

(iiy MEFSLLDHARBEF—FREHBARZE (i)~ Ms. Shi Huifang is an employee of one the Company's subsidiaries
B WAESEIFIxEZRE  AtAT and is the spouse of Mr. Wang Zijiang who is a Director and therefore
FILEEZHEA © an associate of Mr. Wang Zijiang.

TREGIAR TR R S B A I T 1T Movements of and weighted average exercise prices of the

B8 : Company's share options are as follows:

InFEFY IS
TEE 1IEME
Weighted Weighted
average average
exercise #H exercise A
price Number price Number
—E—+tF ZEB—tF E—RF ZF
2017 2017 2016 2016
REFHARITHE Outstanding at
beginning of the year BH1.457 14,340,000 E®14557C 16,940,000
HK$1.45 HK$1.45
FRITEE Exercised during the year #B¥1.455T  (3,256,000) HB¥1.457C  (1,820,000)
HK$1.45 HK$1.45
FRRIK Forfeited during the year B 1.45 T —  B¥1457T (780,000)
HK$1.45 HK$1.45
REREARITEE Outstanding at the end of
the year 11,084,000 14,340,000

RER MARITEBREZITEERBE The exercise price of share options outstanding at the end of the

1.457L(ZF—7RF : B 1.4570) @ MmNk year was HK$1.45 (2016: HK$1.45) and their weighted average

AN ASSF(ZE—RF 165 remaining contractual life was 5.5 years (2016: 6.5 years).

F) o

EFEFRARMARTEERELZHESY B Out of the total number of options outstanding at the end of the

11,084,00017 g fix #(= & — X F: year, 11,084,000 share options (2016: 6,260,000 shares option)

6,260,000 17 FE AR 4% ) B 55 B RN G AR F A T had been vested and were exercisable at the end of the year.

I e

FRITEEREES BONETSRERBE The weighted average share price at the date of exercise of options

1.98 L (ZZF—7~4F : B 1.597T) © exercised during the year was HK$1.98 (2016: HK$1.59).
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HEZT—tF+=A=1+—HIFE For the year ended 3
TTEERMIA 34.
BREBER-_Z——FFITNEEHE - AQa
ﬁA“%ﬁ > M 5 R B I R A

B ARARAREBRAZBHEESER
HRERIRENAS% s - MAERHEE
ERARNFBESEBHNESRENI5%

BEE
*g/\o

RBMAEHRMTTEERA T AEE

REBHIEITEE = (5.5 x FHRFAHME - &
e %%&%%HEW*+E$&E$%@
HE-BE+EREEELFHE -—THLE
BeFR) xBRETNARBEREERGER
BRI E L -

TOHEAREITE(E = (4.4 xFHRETFE - T
B EREBHAN +HekREEE
HE-BRE+BEREEESFH - FHEE

BeFH) xBRETHARBERERGER
AR A

REHME - FRSH - I8 KA1 27

RIEREE, LY ITES R
BE/ABREERE BRVLSRA T ER
RRIERBEEAfE

MTESRITADRA ZEAMEEL AR
FEFIER - WM FE42(v) Tl B BT = ©
R-E—R"F+-_A=+—8 FEReE
EENZTESRMIAZ AFEAARE
2,993,0007C ° Bt AFEE KT ARE
10,318,000 tERBEZE—_F— ~NF+ A
=+—BHItFEEBRER

R A & FTE G KT 5E 18 FTE R B
EEZERECTNHEA  (TESR T ALE
ZNFE AR 2,993,000 T8 REFE ALK
ﬁgu Iu+A%§/\ ©

*
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1 December 2017

DERIVATIVE FINANCIAL INSTRUMENTS

Pursuant to the JV Agreement in 2011, the Company and the JV
Partner are respectively granted call and put options which entitled
the Company to require the JV Partner to sell the JV Partner’s 45%
interest in Dekel Investment, and entitled the JV Partner to require
the Company to purchase the JV Partner’s 45% interest in Dekel
Investment.

Exercise prices for the call and put options were determined as
follows:

Call option exercise price = (5.5 x average EBITDA* + cash and cash
equivalents - debt + effective net working capital - average net
working capital) x percentage of shareholding in the joint venture
held by the relevant party at the relevant time.

Pull option exercise price = (4.4 x average EBITDA* + cash and cash
equivalents - debt + effective net working capital - average net
working capital) x percentage of shareholding in the joint venture
held by the relevant party at the relevant time.

* Earnings before interest, income tax, depreciation and amortisation

The derivative financial asset/liability that may become receivable/
payable under the call/put option was initially recognised at fair
value and at each reporting date within non-current assets/liabilities.

The derivative financial instruments was stated at fair value by using
the Binomial Lattice Model, which had been measured as described
in note 42(v). As at 31 December 2016, the fair value of derivative
financial instruments under non-current assets was RMB2,993,000.
Accordingly, fair value gain of RMB10,318,000 was recognised in
profit or loss during the year ended 31 December 2016.

Due to the terms and conditions set out in the JV Agreement
are no longer applicable after the completion of the acquisition
as set out in note 18, the fair value of the derivative financial
instruments carried forward amounted to RMB2,993,000 have been
derecognised and charged to profit or loss during the year.
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35. ERARIR=-F—tF+=H 35. HOLDING COMPANY'’S STATEMENT OF FINANCIAL
=+— BB BMRREK POSITION AS AT 31 DECEMBER 2017
—E—+tF —ET—RF
2017 2016
BosE ARET T AREFIT
Notes RMB’000 RMB'000
EEHAE ASSETS AND LIABILITIES
ERBEE Non-current assets
M - BB MR Property, plant and equipment 7 11
RHB AR ZIE Investment in subsidiaries 78,217 6
PTESMTA Derivative financial instruments — 2,993
R—REE DR 2R Interests in a joint venture — 48,416
78,224 51,426
REEE Current assets
NS e Amounts due from subsidiaries 295,828 184,512
JEW—RE &R EFRIE Amounts due from a joint venture — 32,776
FEW AR B Dividend receivables 9,408 10,067
?§1¢TAI§&E4@VHSZJA Prepayments and other receivables 185 197
RITRIBEER Bank and cash balances 8,967 11,502
314,388 239,054
REBARE Current liabilities
FERTARAT AR TR R E A PR < 5K 1B Accruals and other payables 1,055 1,100
RITER Bank borrowings 169,105 56,816
e —KHI B A R ZE Amounts due to a subsidiary 2,972 3,180
173,132 61,096
REEEFE Net current assets 141,256 177,958
HWEERRBER Total assets less current liabilities 219,480 229,384
EEFE Net assets 219,480 229,384
R EQUITY
RS Share capital 31 7.831 7,802
f#f Reserves 32 211,649 221,582
B Total equity 219,480 229,384
BERZE—NF=ZA=Z+BEESgE Approved and authorised for issue by the board of Directors on 26
WHRAEET - WHHERKRESE - March 2018 and signed on its behalf by:
=13 FEFT
GAO FENG WANG ZUJIANG
g Ea
Director Director
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36. RIBE QA 2R 36. INTERESTS IN SUBSIDIARIES
RZE—EFRZE—R"F+ZA=+— Particulars of the subsidiaries of the Group as at 31 December 2017
B AEEMRBARZFBEAT and 2016 are as follows:

BRTER/
AL, BREMREAZ HEERS BRERE/
Ry REE HfE FEALE R
i Nominal value BA
Place of of issued Percentage of
incorporation/ ordinary/paid- ownership interests/
a8 establishment up registered  voting rights/profit EFE£
Name and operations share capital share Principal activities
HE FE#E
Direct  Indirect
BREERER LT Bk BEAT 100% — REER
Great Growth Holdings Limited Hong Kong HK$1 Investment holding
BInERBR AR ah BEATT 100% — REERK
Great Spirit Holdings Limited Hong Kong HK$1 Investment holding
BEERARLQF 5 BT 100% — REER
Great Promise Holdings Limited Hong Kong HK$1 Investment holding
ANEREIERAR AR Bk A 10,000 7T 70% — REER
Tiande Medical Holdings Limited Hong Kong HK$10,000 Investment holding
FMEAR AT 5 710,000 7C — 100% #HEFMEIER
Tech Chem Limited Hong Kong HK$10,000 Sales of fine
chemical products
BEERARAR REEXES 2683 T — 100% EER
Smartcham Holdings Limited The BVI us$268 Investment holding
BHCERRAA RERYLHS 1,251 37T = 100% REER
Smartpoint Enterprises Limited The BVI US$1,251 Investment holding
BRERERAR RERLHE 477 ET — 100% H®EERK
Techsmart Holdings Limited The BVI us$477 Investment holding
HIRIRCERRAA] FE - 600,000 57T — 100% i3~ BERHE
Weifang Common Chem Co., Ltd. INEBE RS US$600,000 B TER
The PRC, WOFE Research and
development,
manufacture

@ REBLAITEREBRAFR —2-tFFRH

and sales of fine
chemical products
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36. RMB AR 2= (&)

36. INTERESTS IN SUBSIDIARIES (Continued)

EEa1t)
RYREE
ik

Place of
incorporation/

BRITLE/
BRAEmRAZ
HE

Nominal value
of issued
ordinary/paid-

BEER REE
PE4E 3R
Ao

Percentage of

ownership interests/

£ establishment up registered  voting rights/profit EFE£
Name and operations share capital share Principal activities
Hi FEE
Direct  Indirect
EEEMt TERAR HE AR ¥ 5,000,000 7T = 100% 3 - HERDH
Shanghai Dehong Chemical IEBAERE RMB5,000,000 Bt TER
Company Limited The PRC, WOFE Research and
development,
selling and
distribution of fine
chemical products
WAL ERR AT FE 5,200,000 % 7T — 100% 3 - BERHE
Weifang Parasia Chem Co., Ltd IEEERE US$5,200,000 B TESR
The PRC, WOFE Research and
development,
manufacture
and sales of fine
chemical products
M REAMIE TARARR HE 10,800,000 % T — 100% ff3 - BUERIHE
Weifang Binhai Petro-Chem Co., Ltd HNEEERE US$10,800,000 B TER
The PRC,WOFE Research and
development,
manufacture
and sales of fine
chemical products
THEEERN (L IRHERBRAR H AR 10,000,000 7T — 100% e - BHER
Jiangsu Chunxiao Pharmaceutical & The PRC RMB10,000,000 WENTER
Chemical Co., Ltd. Research and
development,
manufacture and
sale of chemical
products
mERREMARAT FE AR¥10,732,920 7T = 100% f% - RERIFEE
Deling Medical Instruments IEEERE RMB10,732,920 BERMERD
Co., Limited The PRC, WOFE Research and
development,

Annual Report 2017 Tiande Chemical Holdings Limited @
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36. RNB AR 2= (2Z) 36. INTERESTS IN SUBSIDIARIES (Continued)

BRITEE
ML BAZMRAz #EED BREE
R KkEE HE FEAL &R
i 24 Nominal value ATt
Place of of issued Percentage of
incorporation/ ordinary/paid- ownership interests/
£ establishment up registered voting rights/profit FEX
Name and operations share capital share Principal activities
HE  FEE
Direct Indirect
PR TERAE H Y AR — 51% FfEE - BUERIHE
Weifang Zhongying Chemical The PRC 61,408,163 7T {ETE®R
Co., Ltd.# RMB61,408,163 Research and
development,
manufacture and
sale of chemical
products
ERREERERAR BB FE¥E 100 7T 100% — REER
Dekel Investment Holdings Ltd. * Hong Kong HK$100 Investment holding
KRR AR AR * E 14,051,190 37T — 100% & - HER
Weifang Dekel Innovative Materials INETEE RS US$14,051,190 HETLZEM
Co., Ltd* The PRC, WOFE FriEcem
Manufacture,
marketing and
sales of a type of
specialty chemical
for industrial use
# R AR AL # Incorporated during the year

* REFERYEE

RER - BELAMBERRETEBER (=

T—REFE)o

@ REBLAITEREBRAFR —2-tFFRH

* Acquired during the year.

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

the year (2016: Nil).
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37. E&IE 37. COMMITMENTS
REEBA] - RSB ZEENT The Group’s commitments at the reporting date are as follows:
—ZE—tF —EF—RF
2017 2016
AR®T R ARET T
RMB’000 RMB’000
BREWEDE  BERERENEE  Commitments for acquisition of property,
plant and equipment 135,537 265,949
M—XE&EAREHAREER Shareholder’s loans to a joint venture (note)
(B=E) — 60,683
135,537 326,632

fi R —FE—AFE+=A=+—8 AAF
A (018 5 450 1 o0 R R B AR AR 9
8,305,000 7T (#) A R ¥ 60,683,000 7T ) ©
b 30(0) FTHE + 37 32 L 5 MO T A
B o

38. KREHEZHREE 38.

Note: As at 31 December 2016, the Company committed to make the

remaining balance of a shareholder’s loan of EURO8,305,000
(equivalent to approximately RMB60,683,000) to Dekel Investment.
The commitment was released as a result of the completion of
acquisition as set out in note 39(b).

OPERATING LEASE ARRANGEMENTS AND

COMMITMENTS

ERHEA

RZE—+F+ZA=+—80  BRETAH
HEEHE  AREZ ARFEBREWRFKE

As lessor

As at 31 December 2017, the Group had future aggregate
minimum lease receipts under non-cancellable operating leases as

waE follows:

—e—tF —T-x
2017 2016
ARET T ARET T
RMB’000 RMB'000
—FK Within one year 362 891
RE_ZEFRAFRN(BIEEEMTE) In the second to fifth year inclusive 48 1,121
hFE& After fifth year — 2,366
410 4,378

BEAEBNLELHELHE  BHLAEE
IHE—E_F(ZT—NRF: —BE_1F)
TE - HEKR—RERAPL I EIFIZ S -

Under operating lease arrangements of the Group, the leases are
negotiated for an average terms of one to two years (2016: one to
twenty years). The terms of the leases generally require the tenants

to pay security deposits.
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38. REHELTHRAIE(E) 38.

EREBEA

RZE—+F+-A=1+—8  BETAUH
HEEHE  AEEZHERERENRA

1 December 2017

OPERATING LEASE ARRANGEMENTS AND
COMMITMENTS (Continued)

As lessee

As at 31 December 2017, the total future minimum lease payments
by the Group under non-cancellable operating leases payable are as

BT ¢ follows:
—E—tF ZE—RF
2017 2016
ARMET T AREF T
RMB’000 RMB'000
—FK Within one year 590 732
RE—ZFRFR(BEEREMF)  Inthe second to fifth year inclusive 835 —
1,425 732

REMENFEARBREE THAEME
NziEs HREAERFAR—E=F(=
T—RF  —E=F)TEF - MR EMARE

=

ZEE - B TRREMRAEE -

Operating lease payments represent rental payable by the Group for
certain of its offices. Leases are negotiated for an average term of
one to three years (2016: one to three years) and rentals are fixed
over the lease terms and do not include contingent rentals.

39. h¥ESH 39. BUSINESS COMBINATION
() R=ZE—R"ERBIHERD (@) Acquisition of 100% equity interests in Jiangsu
100% B #& Chunxiao in 2016
RIZZE—RFNA  REETRWEET In September 2016, the Group completed the acquisition of
#HEBE 2 100%MHE - R AR FERSE 100% equity interests in Jiangsu Chunxiao, a company whose
W FERHERBLCIERZE principal activity is research and development, manufacture
% o and sales of fine chemical products.
IHEETWE AN HMIEENER The fair value of identifiable assets and liabilities of Jiangsu
BATEAT - Chunxiao as at the date of acquisition were:
ARBFTT
RMB’000
I ERN S ECACIEREY) Property, plant and equipment (note 13) 65,483
T b AR ERIE (T 14) Prepaid land lease payments (note 14) 11,400
BEME BEEREBZ Deposits paid for acquisition of property,
=ANE A plant and equipment 509
RITRIR B AR Bank and cash balances 132
FE Inventories 25,664
H 5 R H AW IR Trade and other receivables 11,332
E 5 REMER IR Trade and other payables (90,848)
FEIEFRE & & (FI7E 20) Deferred tax liabilities (note 20) 2,111)
21,561
RERE Cash consideration 39,229
& (Mt 16) Goodwill (note 16) 17,668
RENE Cash consideration (39,229)
B WERIS 2R MIREFEIER Less: Cash and cash equivalents acquired 132
WEER 2 IR & Cash outflow on acquisition (39,097)

@ REBLAITEREBRAFR —2-tFFRH
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39. hEAB(E)
(@) R=Z2—RFRBIHEEN
100% PR #E (&)

BEONEMEBURBEZAFERARYE
11,332,000 7T(FEHR) ° % T B UFRIAIL ARR
B B AEBEESHTHE -

EE A AR 17,668,0007T @ TERERARFLUL
B MEEEERERE L HTRE
WS X EANEBAEEERSHMEE
TR R B (E(E -

R-ZE—RFE+-A=1+—8  1%&ES
WEARMASENEXEMBERED IR
Bt A R #47,216,000 7T &2 A R ¥ 1,299,000
Lo WRBR=-FE—X"F—A—RHET"
REBHNEEBMENBED R AARE
1,361,569,000 7cH0 A R # 222,817,000 7T °
EEEREESBZA I TRTEAR
EEERER T —"F— A —BERNE
MTVEREINEREFBRCEES
IVEE e REARREKIBRITEA -

BB 2 B A AR 444,000 TEEX
i WETATEREEMZERY -

39. BUSINESS COMBINATION (Continued)
(@) Acquisition of 100% equity interests in Jiangsu

Chunxiao in 2016 (Continued)

The fair value of trade and other receivables amounted to
RMB11,332,000 (gross amount). None of these receivables
were impaired and it was expected that the full contractual
amounts can be collected.

The goodwill of RMB17,668,000, which is not deductible for
tax purposes, comprises the acquired workforce and the value
of expected synergies arising from the combination of the
acquired business with the existing operations of the Group.

As at 31 December 2016, Jiangsu Chunxiao contributed
RMB47,216,000 and RMB1,299,000 to Group's revenue
and profit or loss respectively since the acquisition date. If
the acquisition had occurred on 1 January 2016, the Group’s
revenue and profit would have been RMB1,361,569,000 and
RMB222,817,000 respectively. This pro forma information
is for illustrative purposes only and is not necessarily an
indication of revenue and results of operations of the Group
that actually would have been achieved had the acquisition
been completed on 1 January 2016, nor is it intended to be a
projection of future performance.

The acquisition-related costs of RMB444,000 were expensed
and included in administrative and other operating expenses.
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HEz—_T—

39. ESHH(E)

(b)

R-E—tFRBESREN
45% B fE

MM EE18FTIM R—ZT—+Fh A
Z+NB AR ERKEERIEE
B9 45 % JitE - ERIAARIRN T ——
FIREBESEHBREESIRENSS%
f&#E - AR A AT B e S AL
- MEasELEKAEARTNEE
[l NGIRS

EeREEELBRNARNEENEE
WAFENT

39. BUSINESS COMBINATION (Continued)

(b) Acquisition of 45% equity interests of Dekel
Investment in 2017

As described in note 18, on 28 September 2017, the
Company completed the acquisition of 45% equity interests
in Dekel Investment. Together with the 55% equity
interests of Dekel Investment held by the Company under
JV Agreement in 2011, the Company is able to exercise the
control over the Dekel Group and the Dekel Group became a
wholly-owned subsidiary of the Company thereafter.

The fair values of identifiable assets and liabilities of the Dekel
Group as at the date of acquisition were:

ARETTT
RMB’000
W|ILEE - Boa (M 17) Intangible assets — Technical knowhow (note 17) 18,037
W - B N (FEE13) Property, plant and equipment (note 13) 83,097
BEYE BERREBEZENT2 Deposits paid for acquisition of property,
plant and equipment 3,543
RIEFTS LA E (M3 20) Deferred tax assets (note 20) 13,864
B 5 YR R B R Trade and bills receivables 20,079
Fl® -« TBFRIA R E AL EUGRIAR Deposits, prepayments and other receivables 31,726
78 Inventories 12,873
RITRIRE 4 Bank and cash balances 15,836
B SRR Trade payables (1,518)
BEBHNER Loan from the JV Partner (24,947)
,ﬁ\ﬁﬁﬁgﬁ IR N JE T AR IR Other payables and accruals (117,866)
RERE B & (MiEE 20) Deferred tax liabilities (note 20) (4,509)
B EREEFE Net identifiable assets acquired 50,215
HX?% 45 % I HE R Total purchase consideration for obtaining 45%
BUERE equity interests 29,795
EJJ:%A@?ZHIJF)’T?—HE Ze% Fair value of 55% equity interest in Dekel Group
55% R R A F{E held before the business combination 20,214
Al A B EFENAFE Fair value of net identifiable assets (50,215)
EAEIE AN Gain on bargain purchase (206)
RERE Cash consideration (29,795)
B WERIS 2R RIREFEIEE Less: Cash and cash equivalents acquired 15,836
W R 2 IR & Cash outflow on the acquisition (13,959)

@ REBLAITEREBRAFR —2-tFFRH
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39. EEB(E)
(b) R=Z2—tFWRBEESKREN
45% BRHE(4Z)

B hEMEBRZBEBZ AFEAAR
#20,079,000 L (FE 5 ) » 3% & B WK
B ARE - WA RS B A 4%
H o

SEEEEKEARE 206,000 T2H R
TR R B E R B EN AT ERR
EEREMY  ZExHEEREE-Z
—tF+ A=t BULFENGEK
AR - Bt - RMREBHBESERT
FUiE B R 2 HARE - AT RN E EFER
ATFEEFWESAER -

HREHTTERNRERMFESN A
FE - NEERER Y AR 36,000
TC o WA BRBREENEE-E—+
F+-—A=t+—RHILFEZHFAERER
BHEER -

BlREBRR EeEBERAER
MEEXEEMBRZ»BEBMARE
44,512,0007C K& & 18 A R 323,000
To kR -—_E—+&E—A—H#E
7 AEEREEBENGFE S5
A A R #1,518,885,000 7T Ml A R &
95,981,000 7T ° bt & & BHE {55 87
2 WARREABAEBFEWER=
T—+F— A —HERMNBER T B ELE
EIMEREERENCEEE  TEE
1EREARRKIBRTIEA -

BRI HEARRE 2 B A 4 AR 268,000 7T
BEEX$H - WEFTAITE R EMZER
S‘z o

39. BUSINESS COMBINATION (Continued)
(b) Acquisition of 45% equity interests of Dekel

Investment in 2017 (Continued)

The fair value of trade and bills receivable amounted to
RMB20,079,000 (gross amount). None of these receivables
have been impaired and it is expected that the full contractual
amounts can be collected.

Gain on bargain purchase of RMB206,000 was attributable
to the fair values of the identifiable assets and liabilities
acquired excess of the consideration transferred, the
difference is recognised directly in the consolidated income
statement for the year ended 31 December 2017. It resulted
in an insignificant difference of the fair value change of the
net identifiable assets from the date of negotiation of the
consideration to the date of completion of acquisition.

The Group recognised a gain of RMB36,000 as a result of
the re-measurement of the fair value of interest held before
acquisition. This gain on step acquisition is directly recognised
in the consolidated income statement for the year ended 31
December 2017.

Since the acquisition date, Dekel Group has contributed
RMB44,512,000 and a loss of RMB323,000 to Group's
revenue and profit or loss respectively. If the acquisition had
occurred on 1 January 2017, the Group's revenue and profit
would have been RMB1,518,885,000 and RMB95,981,000
respectively. This pro forma information is for illustrative
purposes only and is not necessarily an indication of revenue
and results of operations of the Group that actually would
have been achieved had the acquisition been completed on 1
January 2017, nor is it intended to be a projection of future
performance.

The acquisition-related costs of RMB268,000 have been
expensed and are included in administrative and other
operating expenses.
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40. BBARS 40. RELATED PARTY TRANSACTIONS
REEBEREH TN FERNT LR HIT ¢ During the year, the Group entered into the following transactions
with related parties:
—E—+tF —ET—RF
2017 2016
AR%T ARET T
RMB’000 RMB’000
NF—KEBRT(RHE Rental expenses to a related company in
(ZZE—RF : =R)#T which two (2016: three) of the executive
%%Tﬁﬁﬁ T e A s A A T T{SE Directors have beneficial interests and
FEN)HERZ can exercise significant influence 514 521
M—XRXEEARHEEER" Sale of goods to a joint venture? 77,449 36,662
M—REEARFEER" Purchase of goods from a joint venture* 29,295 11,807
M—KEE A AWEES KA Y Rental Income from a joint venture* 150 200
BEFEHAER—REEA A Interest income from finance lease from a
N TSR N joint venture? 676 966
M—REEARIBHER Interest income on a loan to a joint venture*
FrEHEHAY 855 1,120
# BE-ZE—tFhA=Z+N\HE 5527 # Since 28 September 2017, the joint venture became a subsidiary of
Wt’j$ RIMMEB AR - 15 E%ZBA M =E the Company as set out in note 39 (b). Thereafter, these transactions
39(b ) Jitfé BAXSTBHES B LW are no longer be classified as related party transactions.
AR
TREBABZMMESHNHIFE10 - The remuneration of key management personnel are set out in note
10.

@ REBLAITEREBRAFR —2-tFFRH
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41. EttIREREER

(a)

(b)

BMELTHEENREZHIR

TRAMAEEREREEHNEESR
g BRBESMIFRECEE - gEE
PEENEEARESMREIARRESR
BEERTIHRAEBGESRERERT
DERREEHRERENEE -

41. OTHER CASH FLOW INFORMATION

(a)

Reconciliation of liabilities arising from
financing activities

The table below shows detailed changes in the Group's
liabilities from financing activities, including both cash and
non-cash changes. Liabilities arising from financing activities
are liabilities for which cash flows were, or future cash flows
will be, classified in the Group’s consolidated statement of
cash flows as cash flows from financing activities.

—RFER
RRER BEBHEN
(FEE29) B
RITER EARE  Loan from (FisE27)
(FfFE28) (BfzE11) a non- Loan
Bank Dividend controlling from the
borrowings payables shareholder JV Partner
(note 28) (note 11) (note 29) (note 27)
ARBTRT AR¥TR AR®BTRT AR%TxR
RMB’000 RMB’000 RMB'000 RMB’'000
R-—ZE—tF—H—H At 1 January 2017 56,816 — 3,376 —
BMERSRA/(RE) ©  Financing cash inflows/
(outflows):
B IRITE X New bank borrowings raised 251,423 — — —
ERRITER Repayments of bank
borrowings (111,176) — — —
BEEEEBHENER Repayment of a loan from
the JV Partner — — — (24,947)
BFE Interest paid (3,977) — — —
—ZIEEARAR R B Advance from a non-
controlling shareholder — — 2,068 —
EARE Dividends paid — (88,080) — —
Heth## 5 : Other changes:
EEIRRE Dividends declared — 88,080 —
MEFRX Interest expenses 3,977 — 112 —
BBESEHEBSMHER  Acquired loan through
(FI=E 39 (b)) business combination
(note 39 (b)) — — — 24,947
PE R Exchange adjustments (2,958) — (284) —
R-ZE—tF+=A At 31 December 2017
=t—H 194,105 — 5,272 —
EXFRERS (b) Significant non-cash transactions
B2+ -_F—XRE+_-H For the year ended 31 December 2017 and 2016, the
=T—HILEE - BWE  BERREE payables for property, plant and equipment was included
JERT R RIAE BIEE FER RN R R under “Accruals and other payables”, details of which are set
HibENFRIBIA - FIEERME27 out in note 27.
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TRIE R EE

AEEEYZ RARE - mEER (B
E¥REREMNERR)  EERRMKRENE
R - AEEcERRAREEEESHMMS
PRAIFERZ /M - BREEREAEHAE
BMBRATRZAMTE - AEEB AL
EEMAXNERARERRRLES - T
B EEerHEIEEEEemAETR
BEEBNAE U REIEEERER
T R R R HISR AR o

AEBEITRSREENMEESRMEE © I
ARELEE - ARBMAZREANESE
R T XX E A o thoh - MiEE42(v) E B R
BRI MEREERABEHE -

42. 42.

S BE = B

RHRAREE TERRS  BERER
TIABHE RETTAHE - RSB EE S
EE Faf o 7N 5% B3R A O S EL A NPEE X2
%~ BERBESEINELIPEE - &

(i)

EEETERINERR - TEEER
BEERYHEANERR -

RZZE—+F+-A=+—H AR
e B MR TTRIMEE MR EF 5%
MATBEM A SR EEFIE - ARE
B F R AE B AR R &g 0,5
#9 N R#6,521,000 (= — N4 :
AR#3,394,00070) ' EBREAR U
EILAHMEME SRR R EREIERFTE
HOFE H Uk zs 518 o

HE-Z—F+-A=+—HILFE
BN R 75 SRR T RO B R D AT 53R AR
gﬁnﬂﬂ@ °
AEBEBBEFELE-BEEEEING
R\t - WRABRERAR o

@ REBLAITEREBRAFR —2-tFFRH

1 December 2017

FINANCIAL RISK MANAGEMENT

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

The Group is not engaged in the trading of financial assets for
speculative purposes nor does it write options. The most significant
financial risks to which the Group is exposed are described below.
See also note 42(iv) for a summary of financial assets and liabilities
by category.

(i) Foreign currency risk

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

As at 31 December 2017, if the RMB had weakened/
strengthened 5% against HK$ and US$ with all other variables
held constant, the Group's profit for the year and retained
profits would have been approximately RMB6,521,000 (2016:
RMB3,394,000) higher/lower, arising mainly as a result of
the foreign exchange gain/loss on trade and bills receivables
denominated in US$.

The sensitivity analysis included in the financial statements for
the year ended 31 December 2016 had been prepared on the
same basis.

The measures to manage foreign currency risk have been
followed by the Group since prior years and are considered to
be effective.
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T—+F+ = A=+—HILFE For the year ended 31 December 2017

42. FINANCIAL RISK MANAGEMENT (Continued)

Interest rate risk

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

Sensitivity analysis

The following table illustrates the sensitivity of the Group’s
profit for the year and retained profits to a possible change in
interest rates of +/- 0.5% (2016: +/- 0.5%), with effect from
the beginning of the year. The calculations are based on the
Group's financial assets and liabilities held at the reporting
date. All other variables are held constant.

FEERNRREEF
Profit for the year and
retained profits
AR¥T T
RMB’000

+0.5% -0.5%

—¥-tFt-A=+-8
—~F+=A=+—8

—7

31 December 2017
31 December 2016

329
451

(329)
(451)

mfﬁﬁmﬁﬁmﬁﬁﬁﬁ*ﬁimﬂ

REFHHRIEB AR BERIR - XA {E
RAEEEHN R AR+ — A KRR
BE A R BATIER RIS -

BE_ T R"F+_A=t—RHLFE
B B 5 SRR P RO B R D AT T 53R AR
%4%1 Ffﬂ%

$EIELE¢Ft HEREEFR
REVE I - WIRAAEREEEE R o

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

The sensitivity analysis included in the financial statements for
the year ended 31 December 2016 had been prepared on the
same basis.

The measures to manage interest rate risk have been followed
by the Group since prior years and are considered to be
effective.

Annual Report 2017 Tiande Chemical Holdings Limited @
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42. FINANCIAL RISK MANAGEMENT (Continued)

(iii) Credit risk

(iv)

The credit risk on bank and cash balances, restricted bank
deposits and pledged bank deposits are limited because the
counterparties have high credit ratings.

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

The Group has no significant concentration of credit
risk with exposure spread over a number of customers
and counterparties. However, the geographical location
of customers is mainly on the PRC which accounted for
64% (2016: 73%) of the trade and bills receivables as at
31 December 2017. In order to minimise the credit risk,
management will endeavor to build an extensive customer
base that spread over the world, which can minimise the
credit risk by geographical location.

The measures to manage credit risk have been followed by
the Group since prior years and are considered to be effective.

Liquidity risk

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

As the Group has short-term bank borrowings which
could be renewed on an annual basis at the discretion of
the Group within limit approved by banks, the directors
are of the opinion that, taking into account the presently
available facilities and internal financial resources of the
Group, the Group has sufficient working capital for its
present requirements. The Group also obtained certain bank
borrowings as a source of liquidity.
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42. eREARER(EZ)
(iv) RBMER(Z)
TR MRS G RBBRMA X AT S B

42. FINANCIAL RISK MANAGEMENT (Continued)
(iv) Liquidity risk (Continued)

The table below summarises the maturity profile of the

BEESER financial liabilities based on contractual undiscounted
payments:
=@AR =fERz
REXR —FR  KUREHE
Within 3 Between Total REE
months or 3 months undiscounted Carrying
on demand to 1 year amount amount
AR¥TRT AR%¥Tx AR®Tr AR%TxR
RMB’000 RMB’000 RMB'000 RMB’000
—E—tF 2017
BHRMIE - BREE Trade, bills and other
EfbERFRIEREMATERS  payables and accruals 178,401 120,560 298,961 298,961
—TNAERE B Provision for a legal claim 7,085 — 7,085 7,085
WITER Bank borrowings * 194,105 — 194,105 194,105
[ — R IR R A Amount due to a non-
controlling shareholder 5,272 — 5,272 5,272
At Total 384,863 120,560 505,423 505,423
—E-RE 2016
ZHEMNER - BN ARMERZE  Trade and accruals and
H th e fT5RIE other payables 103,222 58,882 162,104 162,104
|ITIER Bank borrowings * 56,816 — 56,816 56,316
BN —REH A RFUE Amount due to a
related company 1,191 — 1,191 1,191
BN — R IR R 0B Amount due to a non-
controlling shareholder — 3,422 3,422 3,376
At Total 161,229 62,304 223,533 223,487
* BREE B I T IR B E R R RTT @ Balances include bank borrowings with a repayment on
&3k demand clause.

Annual Report 2017 Tiande Chemical Holdings Limited @
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42. SRIEMEE(EZ) 42. FINANCIAL RISK MANAGEMENT (Continued)
(iv) RiBEHERRE(Z) (iv) Liquidity risk (Continued)
TR B R P A R R R The table below summarises the maturity analysis of bank
MR R E B IR A IRITIE borrowings with a repayment on demand clause based on
MEHAR DT - SR BENE RFIRET agreed scheduled repayments set out in the loan agreements.
WA E R Ilil: ZECRRE The amounts include interest payments computed using
163 BFTE B BME Ao AR [ 1R 5k I contractual rates. As a result, these amounts were greater
Eiqﬂ?ﬁgﬁ’\]fﬁ%ﬁ?%ﬁ EREITEER than the amounts disclosed in the “on demand” time band
BN - EFRR/RITTIAAELER in the maturity analysis contained in page 163. Taking into
BERIUAER - EFME(E - ZFRIT account the Group's financial position, the Directors do not
,\,MMEH B EFrEmTEE BN A consider that it is probable that the bank will exercise its
HEE discretion to demand immediate repayment. The Directors

believe that such bank loans will be repaid in accordance
with the scheduled repayment dates set out in the loan

agreements.
BEKEE —FHE MEN L
RERBAT —FR®  EIRWE  BIREF
Total EERX  Morethan  More than
REME  contractual Within 1 year 2 years
Carrying undiscounted 1 year or but less but Less
amount cashflow  ondemand than2years than 5 years

ARBTR  AR®TR ARBTR AR®RTR ARETZR
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

“E—tfF 31 December 2017

+=ZA=+-H 194,105 205,298 87,091 31,287 86,920
—TRE 31 December 2016

+-A=+—-H 56,816 57,569 57,569 = =
AEBRBRTFER— EL?JE%:EER\@ The measures to manage liquidity risk have been followed by
TERBREENE - WR ARG A o the Group since prior years and are considered to be effective.

@ REBLAITEREBRAFR —2-tFFRH
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42. TREREE(E) 42. FINANCIAL RISK MANAGEMENT (Continued)

(v) EHSREHMBERIRERN (v) Fair value measurements recognised in the
AT EFE consolidated statement of financial position
TREFIRAFEIENSRIANE The following table provides an analysis of financial
BKFEDHT instruments carried at fair value by level of fair value

hierarchy:

F—AR: HEEESEBEERET Level 1: Quoted prices (unadjusted) in active markets for
HHRE CRERAE) identical assets or liabilities;

FERA: BRE-RFNBEOHRE Level 2: Inputs other than quoted prices included within
Hh - BESBENHAEE Level 1 that are observable for the asset or liability,
BWAE AIREEENE either directly (i.e. as prices) or indirectly (i.e.
%)k (BI2R B B ) HY derived from prices); and
BAE: &

F=RA : WIEEN A ERR T i5 R Level 3:  Inputs for the asset or liability that are not based on
MEESBENRAECH observable market data (unobservable inputs).
AHEBARE) -

F—HmA  FH&R F=HF At
Level 1 Level 2 Level 3 Total
izt ARBFIT AREBTT ARETT ARETET
Notes RMB'000 RMB'000 RMB'000 RMB'000
—TRF 31 December 2016
+ZA=+—H
BE - Assets:
BAFEFTABRS Financial assets at
TEEE fair value through
profit or loss
-THESmIE — Derivative financial
instruments 34 — — 2,993 2,993

MESBMT AN A TFEERZIEXE The fair value of derivative financial instruments was estimated

EARBUEE o using a binomial lattice model.

EENFUHERAE Significant unobservable inputs

BRX Growth rate 1.5%

T EARKA ([ INETFEARKA]) Weighted average cost of capital (“WACC") 15%

TEERK IR Expected volatility 41%

MIZRE EF5%  TESBMTANT Increased growth rate by 5% would increase the fair value gain of

B S5 IE I AR EE 112,000 7T & i derivative financial instruments by RMB112,000 whilst decreased

BRETESY%  (TEEMITARAYE growth rate by 5% would decrease the fair value gain of derivative

WSk > A R 109,000 7T © financial instruments by RMB109,000.

Annual Report 2017 Tiande Chemical Holdings Limited @
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42. cRARERREE(E)
(v) EHREHBRRREREZN
NFPEE(E)

i NEFHERKARN EF5% © $T4E
SRITAERAFEK=ERIS AREK
1,995,000 7T : if fis hN#E 39 & 2N B AR
TBE5% - fTE S TERATFERER
AR 2,561,000 7T °

MIEEE IR EF5%  fTAES@MT AR
(B Wz R A A R % 46,000 7T T
MTEERR IR TPES5% @ TTHE ST AR
F{E Uz A5 hn A KR #E 43,000 7T ©

HE-2-—AFT-A=t+—BLE
B (EERITIRAE -
BE-B—AF+-A=+—HILE
B SRARBZ RS -
HRAE=RAHSBAE /B ERHE

RE S ERMRIBEFFER A EEM S
BENEABAE - RS SRITAN

42. FINANCIAL RISK MANAGEMENT (Continued)
(v) Fair value measurements recognised in the

consolidated statement of financial position
(Continued)

Increased WACC by 5% would decrease the fair value gain
of derivative financial instruments by RMB1,995,000. Lower
WACC by 5% would increase the fair value gain of derivative
financial instruments by RMB2,561,000.

Increased expected volatility by 5% would decrease the fair
value gain of derivative financial instruments by RMB46,000
respectively. Lower expected volatility by 5% would increase
the fair value gain of derivative financial instruments by
RMB43,000.

There were no changes in valuation techniques during the
year ended 31 December 2016.

There were no transfers between levels during the year ended
31 December 2016.

The financial assets/liabilities classified in Level 3 use valuation
techniques based on significant inputs that are not based
on observable market data. The financial instruments within

HAYNAESREREAR A SRRV BT AR AT this level are reconciled from opening to closing balances as
follows:
—E—+tF ZE—RF
2017 2016
ARBT R ARETFTT
RMB’000 RMB’000
PTEemEE/(AF) Derivative financial assets/(liabilities)
R—A—H At 1 January 2,993 (7,325)
TESRT AR Fair value gain on derivative financial
A instruments — 10,318
R HFERR Derecognised (2,993) —
Wt-—HA=+—H At 31 December — 2,993

HE_Z—XF+-_A=+—8BLF
B HTELRITARATFEBZIARE
10,318,000 JLE fE47 A Wz R IER -

PESRM I AN TEAESTEARE
2,993,000 T E A F AR IEFERR I AT A

1825 -

@ REBLAITEREBRAFR —2-tFFRH

For the year ended 31 December 2016, fair value gain on
derivative financial instruments of RMB10,318,000 was
recognised in the consolidated income statement.

The fair value of the derivative financial instruments carried
forward amount of RMB2,993,000 have been derecognised
and charged to profit or loss during the year.
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. TRERERGE)

(vi) RERBSNEREEREE
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SN - =T
A=+—H/E R
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REBARER A (&Y
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E:E’J*EE‘JZZDH%%ﬁé:E’JE#% - B2H

42. FINANCIAL RISK MANAGEMENT (Continued)

category

(vi) Summary of financial assets and liabilities by

The carrying amounts of the financial assets and liabilities
recognised as at 31 December 2017 and 2016 may also be
categorised as follows. See notes 3(j) and 3(o) for explanations
about how the category of financial instruments affects their
subsequent measurement.

—ZE—tF —EF—RF
2017 2016
AR¥T T ARET T
RMB’000 RMB’000
SRMEE Financial assets
BAFEFTABRL Financial instruments at fair value through

TRITA : profit or loss:

- TEemI A — Derivative financial instruments — 2,993
B REWGIA Loans and receivables:

JEHQEM%TEE#\ — Finance lease receivable — 13,414
- BRI — Trade receivables 196,707 183,977
- B EE — Bills receivable 90,036 248,035
- 7l & R E A EUEIE — Deposits and other receivables 44,737 2,034
- B —REEAFIFIEA — Amounts due from a joint venture — 52,883
- BERRITIFR — Pledged bank deposits 34,218
- RTRIBEEH — Bank and cash balances 194,590 184,320

560,288 687,656
- Y= Financial liabilities
REEK AT EMEREME © Finandal liabilities measured at amortised cost:
- BORENERERENER — Trade and bills payable 104,703 39,053
— R AR IR R A FEFFI8 — Accruals and other payables 194,258 123,051
- —ERRE ZBME — Provision for a legal claim 7,085 —
- RITERK — Bank borrowings 194,105 56,816
- B —REAE A FIFIE - Amount due to a related company — 1,191
- BN —%3EE Hxﬂxi — Amount due to a non-controlling
shareholder 5,272 3,376
505,423 223,487

Annual Report 2017
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1 December 2017

CAPITAL MANAGEMENT

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

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

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

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

—E—+F ZT—RF
2017 2016
AR¥ETR AR¥ETT
RMB’000 RMB’000
BRERITIERRRE —%& Borrowings (Bank borrowing and principal
HEERRREAE R AREH) amount of the loan from a non-controlling
shareholder) 199,246 60,170
B RTTRIB e AR Less: Bank and cash balances (194,590) (184,320)
EHEARITER Pledged bank deposits (34,218) —
BEFRME Net asset (29,562) (124,150)
e 4a s Total equity 1,368,525 1,317,627
BEfERLER Debt-to-equity ratio i A N3 R
N/A N/A
44. TRFR 44. LITIGATIONS
(a) BRAETYE BMEMRKRMBE (a) Legal proceedings of claim of recovering a
THEBNLEERR deposit for property, plant and equipment

AR IEE H A FE23 -
EREAERANMUBDHER
BF

SFRAREIEE HRMIEE27 -

(b)

@ REBLAITEREBRAFR —2-tFFRH

Details of litigations are set out in note 23.

(b) Legal proceeding of a dispute as a guarantor

Details of litigation are set out in note 27.
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