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Condensed Consolidated Income Statement
HE-ZZ—AFE,NA=+TH1/3E A For the six months ended 30 June 2019

BEAA=1THILLAMEA

Six months ended 30 June

—ZE-hF —T—)\F
2019 2018
B 5 AR® T ARBTT
Notes RMB’000 RMB’000
(REERZ) (REEEZ)
(Unaudited) (Unaudited)
EER Revenue 5 688,134 562,011
HEMA Cost of sales (579,717) (527,147)
ER Gross profit 108,417 34,864
H Y A T 2= Other income and gains 5 2,863 5,473
HERS Selling expenses (29,648) (25,281)
TR R b & 5B A Administrative and other operating expenses (73,257) (54,628)
B 75 A AR Finance costs 6 (1,255) (2,870)
ekl V= NG Gain on disposal of a subsidiary 19(a) 41,565 =
FEU — K AIFT B A A Impairment loss on amounts due
FIE R R E BB from a former subsidiary 19(b) (41,736) =
BT EBLANER ( 548 ) Profit/(Loss) before income tax 7 6,949 (42,442)
Frigs: (Bs) e Income tax (expense)/credit 8 (21,079) 1,266
AHEE Loss for the period (14,130) (41,176)
ERAREEE: Loss for the period attributable to:
KAaHEAR A Owners of the Company (11,543) (35,981)
FE A 2= Non-controlling interests (2,587) (5,195)
(14,130) (41,176)
METEARRAEAR A Loss per share for loss attributable to
EEAHERMNS < owners of the Company for the period
BRER 10
—HE R — Basic AR¥(0.014) 7T AR#(0.042)70
RMB(0.014) RMB(0.042)
—#58 — Diluted ARM(0.014) T ARH(0.042)7T
RMB(0.014) RMB(0.042)

4 AREETERERAT —E-NEFHRPRE
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Condensed Consolidated Statement of Comprehensive Income
HE2—_ZT—NEFE/XA=1HI1E/~EA For the six months ended 30 June 2019

BEAA=tTRHILLAMEA

Six months ended 30 June

=E-NF —ZE-)N\F
2019 2018
AR%T ARBTF T
RMB'000 RMB’000
(RBER) (RigEZ)
(Unaudited) (Unaudited)
AEEE Loss for the period (14,130) (41,176)
Hth 2 mH & Other comprehensive income
HETHEEFSEEWEKR 2  Item that may be reclassified
HA: subsequently to income statement:
— M E G INE TS B TR % — Exchange gains on translation of financial
B 2 B H e statements of foreign operations 56 1,478
AHHE M2 ERE Other comprehensive income
for the period 56 1,478
AE2HE KRS EHE Total comprehensive income
for the period (14,074) (39,698)
EEEER A Total comprehensive income
attributable to:
ZIN/NEIEZFEN Owners of the Company (11,471) (34,459)
FE 12 ) 4 2 Non-controlling interests (2,603) (5,239)
(14,074) (39,698)

Interim Report 2019
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Condensed Consolidated Statement of Financial Position
R=ZZF—NF/NH="1H As at 30 June 2019

—E—hE —ZE-)N\F
ANA=TH +=—A=+—8
30 June 31 December
2019 2018
B 5 AR%¥TR ARET T
Notes RMB’000 RMB’000
(REEZ) (feE=%)
(Unaudited) (Audited)
EEHAHE ASSETS AND LIABILITIES
IRBEE Non-current assets
YE BB KR Property, plant and equipment 11 892,719 964,300
BEF AR Right-of-use assets 46,467 =
TEfT i & FIE Prepaid land lease payments - 60,742
LB E Investment properties 22,500 22,500
EREE Intangible assets 14,881 15,783
BEWE WENMLKRER Deposits paid for acquisition of property,
BEFRAEZEMNTS plant and equipment and right-of-use
assets 68,808 14,093
IRIEFIBE E Deferred tax assets 14,164 33,291
1,059,539 1,110,709
REBEE Current assets
FE Inventories 147,044 139,261
B 5 UER & EW E & Trade and bills receivable 12 351,946 306,517
TEfT /8 M E b fEURFKTE  Prepayments and other receivables 13 55,240 83,050
BB RITE R Pledged bank deposits 6,767 2,691
IRIT RIS HER Bank and cash balances 35,426 49,105
596,423 580,624
REBAE Current liabilities
B REMNEREMNZE  Trade and bills payable 14 65,489 45,040
FEAI AR BR R R Accruals and other payables
H At &5 5RIR 15 162,739 204,923
EHEE Contract liabilities 10,450 6,917
EE RIS EAE Provision for legal claims 13(b) = 17,141
RITE K Bank borrowing 20,000 20,000
IR 8 — % FEFE A% IR 3 A9 £ 3k Advances from a non-controlling shareholder 5,563 5,546
B SRR A RIH TR Advances from ultimate holding company 83,620 67,801
mEBRIBAE Current tax liabilities 2,720 1,653
350,581 369,021
REBEEFRE Net current assets 245,842 211,603
HBEERRBERE Total assets less current liabilities 1,305,381 1,322,312

AREETERERAT i

—NERHRE
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Condensed Consolidated Statement of Financial Position
R-Z—RFE/NA=FH As at 30 June 2019

—ZE-hEF —E-N\F
~NHA=1H +—A=+—8H
30 June 31 December
2019 2018
B 5 AR¥T T ARET T
Notes RMB’000 RMB’000
(REEZ) (== %)
(Unaudited) (Audited)
FkREBEE Non-current liabilities
IEFEWA Deferred income 7,124 7,775
BEFIBAR Deferred tax liabilities 19,931 22,137
27,055 29,912
EEFE Net assets 1,278,326 1,292,400
g EQUITY
[N Share capital 16 7,831 7,831
s Reserves 1,251,816 1,263,287
AATEE AEEERS Equity attributable to owners of
the Company 1,259,647 1,271,118
FEEHE S Non-controlling interests 18,679 21,282
R Total equity 1,278,326 1,292,400

Interim Report 2019 Tiande Chemical Holdings Limited 7
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Condensed Consolidated Statement of Cash Flows

HE-Z—NF/A=1+HIE/NMEA For the six months ended 30 June 2019

BEAA=1THILLAMEA

Six months ended 30 June

—E-NEF —E-)N\F
2019 2018
AR T AREBT T
RMB’000 RMB’000
(REEX) (RieEZR)
(Unaudited) (Unaudited)
REXEBELEZRERE Cash flows from operating activities
KEEBFRBRS Cash generated from operations 59,053 50,170
B PTEH Income tax paid (3,396) (14,602)
REXEBELECRESTFE Net cash generated from
operating activities 55,657 35,568
REXEKREEZHERE Cash flows from investing activities
BEME BWERREE Purchases of property, plant and equipment (80,467) (67,976)
EHRIRERTTER (38hn) B4 (Increase)/Decrease in pledged bank deposits (4,733) 2,181
B U F B Interest received 235 1,064
HEMBARMNESRAFE Net cash inflow from disposal of a subsidiary 986 =
REXEBMAZRSFEE Net cash used in investing activities (83,979) (64,731)
MEXEREECHERE Cash flows from financing activities
B TR% B Dividend paid = (7,183)
EARTAE Interest paid (473) (2,819)
BERITIER Repayments of bank borrowings (20,000) (54,726)
FTIBIRITIE K New bank borrowing raised 20,000 20,000
B AR A BB B FRIE AN Increase in advances from ultimate holding
company 15,000 -
MEELBELE (FH) 2 Net cash generated from/(used in)

HEFHE financing activities 14,527 (44,728)
ReERBESEEHEBE RS FEE Net decrease in cash and cash equivalents (13,795) (73,891)
HOz2RERREEEER Cash and cash equivalents at the beginning

of the period 49,105 194,590
NEEZSEB 2 HE Effect of foreign exchange rate changes 116 392
HARZRERELEEER Cash and cash equivalents at the end of

the period 35,426 121,091
ReRBELESEBEBEH DM Analysis of balances of cash and cash

equivalents
RITHIIR @ 458 Bank and cash balances 35,426 121,091

AREETERERAT

—E-AFRHRE
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Condensed Consolidated Statement of Changes in Equity
HEZZT—NFNA=1+HLENEA For the six months ended 30 June 2019

AAREEARGER
Equity attributable to owners of the Company
. BB NRE( M BRE . F24 )
Bk RHEE SHRE ORE  RBE LR EXRE  BE AMRE RERN 4R ER 48R
Foreign
Surplus  Property Public  currency Share Non-
Share Share  Special  reserve revaluation  welfare translation option Other  Retained controlling Total
capital  premium  reserve fund  reserve fund  reserve  reserve  reserve  profits Total interests  equity

ARMTT ARBTR ARMTT ARBTR ARMTR ARMTR ARMTR ARMTR ARBTR ARMTR ARBTR ARMTR ARET:R
RMB000  RMB'000  RMB000  RMB000  RMBOO0  RMBOO0  RMB000  RMB000  RMB000  RMB000  RMB'000  RMB'000  RMB'000

RZE-NE-F-BZ  Balanceasat 1 January 2019

a8 T2k (Audited) 1831 11482 31,182 68,338 1,653 633 (4,844) 5,255 69,005 977,183 1271118 2128 1,292,400
RUERE (Wi1s) Forfeit of share options (note 18) - - - - - - - (490) - 490 - - -
BEEARS Transactions with owners - - - - - - - (490) - 490 - - -
1HER Loss for the period - - - - - - - - - (M583)  (11583)  (587)  (14.130)
A2EkE Other comprehensive income
AERNEHERRR  Euchange gain/loss) on tranglation

EEZERNE/ (B1B) o finandal statements of

foreign operations - - - - - - n - - - n (16) 56
BR2ENEER Total comprehensive income
for the period - - - - - - n - - (s (AN (2603) (14,074
RZE-AEAB=THZ Balance asat 30 June 2019
L8 (REFH) (Unaudited) 1831 114822 31,182 68,338 1,653 633 (4172) 4,765 69,005 966,130 1,259,647 18679 1,278,326
ARAER AEEES
Equity attributable to owners of the Company
, Bk MRER e ke £
Bx BhEE KRS NEg G Nt ENRE fE  RREA #E B ks
Foreign
Surplus ~ Property Public ~ currency Share Non-
Share Share Special reserve  revaluation welfare  translation option  Retained controlling Total
capital  premium reserve fund reserve fund reserve reserve profits Total  interests equity

ARETL ARETT ARETR ARMTL ARBTL ARRTL ARETLI ARMTL ARMTI ARBTR ARMTL ARETIL
RMBOOO  RMBOOD  RMB0OD  RVBOOD  RMBOOO  RMBOOO  RMBOOD  RMBO00  RMBO0D  RMBO0  RMBOO0  RMB00

RZF-\E-A—HZ Balanceasat 1 January 2018

eI (Audited) 7831 114,822 31,182 68,338 1,653 633 (487 5410 1114334 1339331 29194 1,368,525

ERZE-tERBRE 2017 final dividend paid

i) (note 9) - - - - - - - - 118 118) AL
HEFARS Transactions with owners - - - - - - - - 7183  (7183) - (7,183)
KEER Loss for the period - - - - - - - - (3591 (35981) (5195 (41,176)
b2 EhE Other comprehensive income
BERNEREBRE  Echange gainfloss) on tranglation

ErrERNE/ of financial statements of

(B8) foreign operations - - - - - - 152 - - 152 (44) 1478

Br2EREES Total comprehensive income
for the period = = - - - - 1522 - (35981 (4459 (539 (39,6%)

WZE-NExA=1H2 Balance as at 30 June 2018
&8 (REEH) (Unaudited) 7831 11482 31,182 68,338 1653 633 (3,350) 54

0 1071170 1,297,689 28395 1,321,644

Interim Report 2019 Tiande Chemical Holdings Limited 9
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Notes to the Condensed Consolidated Financial Statements
HE-ZZ—AFE,NA=+TH1/3E A For the six months ended 30 June 2019

1.

—RERREREE

AE{EIERERAR ([AAE])AE—ME
EHESHERBERSHS ARVAEMA
ZEREER AT ANRRFEMITER 2
HF A& Cricket Square, Hutchins Drive, P.O. Box
2681, Grand Cayman KY1-1111, Cayman
Islands e R AR Z RO R BBHERSE
PRAF] ([BEAZFT]) Lo

ARTEBEBRRERR AR AKBA
A GERARARBS [ AEE]HEBE
BANE RS REE R TER-

AREBZ HRRER AR SERBRLESHE
MR EEEERERAR ([FE]) -

BE_ZT-NFRA=ZTHIERNEAZRE
ELERRETHMBERR ([ REEXH
RAPBER]) NREBSMAE ([FE
SREAG DR ZBESHEA ([FA
SEHER]) F345E [ MRS | KR
P&z EmARRA (T EMHRAD MR+
ERAREREMRE REEXEAMKE
MER-ZE-NFNA-TRBERQFE
E(TEFDEAZEFTS ([EFg)itE
SE: &

AEEZEAM B ERAL R BB R EBHN
FEMBHRROMAENRBEESE WE
EASEHE—_T-N\F+_A=1t—HLt
FEZFEMBHRR ([ - N\FENBHR
=) —OFRIE -

BHARER =T —NE—A— BRI E
B SR AT A SUE 53T BB B i R 2 22
(TBBHBREER ] BHABBE BT
AR TR 2 BRIE SR LR
(TEBHEREER | 2 4578) BB RIE
RAIRRIB) SN REAEBREANBER
RN 2 Bk B SRR = — N\ R
TSR0 1B — B MR BB
A2 -

AREETERERAT —E-NEFHRPRE

1.

GENERAL INFORMATION AND BASIS OF
PREPARATION

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

The principal activity of the Company is investment holding.
The principal activities of the Company’s subsidiaries (together
with the Company referred to as the “Group”) are research and
development, manufacture and sale of fine chemical products.

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

The unaudited condensed consolidated interim financial statements
for the six months ended 30 June 2019 (the “Unaudited
Condensed Financial Information”) have been prepared in
accordance with Hong Kong Accounting Standard (“HKAS") 34
“Interim Financial Reporting” issued by the Hong Kong Institute
of Certified Public Accountants (the “HKICPA") and the applicable
disclosure requirements of Appendix 16 to the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing Rules”). The
Unaudited Condensed Financial Information has been approved for
issue by the board (the “Board”) of the directors (the “Directors”)
of the Company on 26 August 2019.

The Unaudited Condensed Financial Information does not include
all the information and disclosures required in the annual financial
statements, and should be read in conjunction with the Group's
annual financial statements for the year ended 31 December 2018
(the “2018 Annual Financial Statements”).

The Unaudited Condensed Financial Information has been prepared
in accordance with the same accounting policies adopted in the
2018 Annual Financial Statements, except for the adoption of
the new or revised Hong Kong Financial Reporting Standards
("HKFRSs"), which collective term includes all applicable individual
Hong Kong Financial Reporting Standards (“HKFRS"), Hong Kong
Accounting Standards and Interpretations issued by the HKICPA,
which are effective for the Group’s financial year beginning on 1
January 2019. Details of the changes in accounting policies are set
out in note 2.
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Notes to the Condensed Consolidated Financial Statements
HEZZF—AF,xA=+HI17~E A For the six months ended 30 June 2019
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RATRINEE BB REE ([BE]) - mRA
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AEEZEAVBERTIREEZ BEH
BREUGERZEHMEFMBERABDRES
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1.

GENERAL INFORMATION AND BASIS OF
PREPARATION (Continued)

The functional currency of the Company is Hong Kong Dollars
("HK$"). The Unaudited Condensed Financial Information is
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 Unaudited Condensed Financial Information is unaudited,
but has been reviewed by BDO Limited in accordance with Hong
Kong Standard on Review Engagements 2410, “Review of Interim
Financial Information Performed by the Independent Auditor of the
Entity”, issued by the HKICPA.

PRINCIPAL ACCOUNTING POLICIES

In the current interim period, the Group has applied, for the first
time, the following new or revised standards, amendments and
interpretations (“new or revised HKFRSs"”) issued by the HKICPA,
which are relevant and effective for the Group’s financial year
beginning on 1 January 2019.
HKFRS 16 Leases

HK(IFRIC)
— Interpretation 23

Uncertainty over Income Tax Treatments

Amendments to HKAS 12,
Income Taxes

Annual Improvements to
HKFRSs 2015-2017 Cycle

Amendments to HKAS 23, Borrowing
Costs

Annual Improvements to
HKFRSs 2015-2017 Cycle

Amendments to HKAS 19 Plan Amendment, Curtailment
or Settlement
Prepayment Features with

Negative Compensation

Amendments to HKFRS 9

The impact of the adoption of HKFRS 16 Leases have been
summarised below. The other new or revised HKFRSs that are
relevant and effective from 1 January 2019 did not have any
significant impact on the Group's accounting policies.

Interim Report 2019 Tiande Chemical Holdings Limited
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Notes to the Condensed Consolidated Financial Statements
HE-ZZ—AFE,NA=+TH1/3E A For the six months ended 30 June 2019

2.

FTEEHRE(EF)
21 BRAERMBREEDE165R

AREETERERAT

(S NS BRI EREE
EBMBRELABIHMAELE
SPERIZ79 (A ([EEREER
F17%)) EBRABREREEER
RELAY (HEE—ARFRTOEH
8] BELARBEEGRELISH
(EEBE— BRI AREEERE
ZERRBEH ErREEAE
FANZSEE] - 2 LA R EHE
BR AR RIMEENRA WE
KABAEE-—EEABRER P
EFEHEE-

FE I %M E E R B 1657 AR E A
ABTERBEGHERF17HRAAE
EWEELNE - B A SARERRE
FE T ERIFE 175 AL 5 RIR B
HEEDEAKEHEIRERE -F
it BEMHREERIE 1657 H AKE
ESHEANHEELEZE -

R EE B RAKERT B PRMAR
MEBMIBREERIZE 165 YN —F
—NE-A—BEXER -RIEALT
% BB ZER AR ERZ
ERMRFFERNEREAE AR
ERH _—_T—NF—A—BNHRERN
BEHARI AR - Hit —T— )\ &
2L RERLEST|  WHEBRE
BREERB IR BB B RS
#E RI| 55165% B 18R R S AT 78 FF Y 4R 8
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() UEREEHEHEARNEERS
AR | E R R16K N E IR
®

AEERERETHAZTY RN
S -NERBBYHREE
A 1655 A - AERBR LS B S
HEEHE ((EAAEA) DER
KEHE -MHESRHEEERE
PIT A RN A Y B A BB 0 AL K [
BEBEAKE HOBELRE
ME: RZADELAKEHEE -
EREMET HEVMETEE
A HENFEREHPNRE
AR RERTHNESER-
EREMES RESAEESDRE
B BIAME S B B P AR o 3%
BB B MEEAF165RE
AEBYRAEHERMAE R
Kt 87 EREHA12M8 A 3%
AT e B ERERBE12(88R
ERATBEREEZERNAEE
BHTEHAEEI RN - ZER
FIAARBMNBEEZRLERER
N5 ABEARKERA -

—E-AFRHRE

2.

PRINCIPAL ACCOUNTING POLICIES (Continued)

2.1 Impacts and changes in accounting policies of

application HKFRS 16 — Leases

HKFRS 16 supersedes HKAS 17 Leases (“HKAS 17"),
HK(IFRIC)-Int 4 Determining whether an Arrangement
contains a Lease, HK(SIC)-Int 15 Operating Leases - Incentives
and HK(SIC)-Int 27 Evaluating the Substance of Transactions
Involving the Legal Form of a Lease. The standard sets out
the principles for the recognition, measurement, presentation
and disclosure of leases, and requires lessees to account for all
leases under a single on-balance sheet model.

Lessor accounting under HKFRS 16 is substantially unchanged
from HKAS 17. Lessors will continue to classify leases as either
operating or finance leases using similar principles as in HKAS
17. Therefore, HKFRS 16 did not have an impact for leases
where the Group is the lessor.

The Group adopted HKFRS 16 using the modified
retrospective method of adoption with the date of initial
application of 1 January 2019. Under this method, the
standard is applied retrospectively with the cumulative effect
of initially applying the standard recognised at the date of
initial application as an adjustment to the opening balance
of retained profits as at 1 January 2019. Accordingly, the
comparative information presented in 2018 is not restated
and continues to be reported under HKAS 17 and related
interpretations as allowed by the transition provision in HKFRS
16.

(i) Leases previously accounted for as operating leases
and the accounting policy of HKFRS 16

The Group has lease contracts for certain office
premises. Before the adoption of HKFRS 16, the Group
classified each of its leases (as lessee) at the inception
date as an operating lease. A lease was classified as a
finance lease if it transferred substantially all of the risks
and rewards incidental to ownership of the leased asset
to the Group; otherwise it was classified as an operating
lease. In an operating lease, the leased property was not
capitalised and the lease payments were recognised as
rent expense in profit or loss on a straight line basis over
the lease term. Any prepaid rent and accrued rent were
recognised under prepayment and accruals respectively.
Upon adoption of HKFRS 16, the Group applied a single
recognition and measurement approach for all leases,
except for lease contracts with a lease term of 12
months or less or ends within 12 months of the date of
initial application and do not contain a purchase option
(“short-term leases”). The standard provides specific
transition requirements and practical expedients, which
have been applied by the Group.
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2. PRINCIPAL ACCOUNTING POLICIES (Continued)

2.1 Impacts and changes in accounting policies of
application HKFRS 16 — Leases (Continued)

(i)

Leases previously accounted for as operating
leases and the accounting policy of HKFRS 16
(Continued)

Right-of-use assets

The Group recognises right-of-use assets at the
commencement date of the lease (i.e. the date the
underlying asset is available for use). Right-of-use
assets are measured at cost, less any accumulated
depreciation and impairment losses, and adjusted for
any remeasurement of lease liabilities. The cost of right-
of-use assets includes the amount of lease liabilities
recognised, initial direct costs incurred, and lease
payments made at or before the commencement date
less any lease incentives received. Unless the Group is
reasonably certain to obtain ownership of the leased
asset at the end of the lease term, the recognised right-
of-use assets are depreciated on a straight-line basis
over the shorter of its estimated useful life and the lease
term. Right-of-use assets are subject to impairment.
For right-of-use asset that meets the definition of an
investment property, it is carried at fair value.

Leasehold land and buildings which is held for own
use would continue to be accounted for under
HKAS 16 and would be carried at cost model. The
adoption of HKFRS 16 therefore does not have any
significant impact on these right-of-use assets. Other
than the above right-of-use assets, the Group has
leased a number of office premises under tenancy
agreements which the Group exercises its judgement
and determines that it is a separate class of asset apart
from the leasehold land and buildings which is held for
own use. As a result, the right-of-use assets arising from
the properties under tenancy agreements are carried at
depreciated cost.

Lease Liabilities

At the commencement date of the leases, the Group
recognises lease liabilities measured at the present value
of lease payments to be made over the lease term.
The lease payments include fixed payments (including
in-substance fixed payments) less any lease incentives
receivable, variable lease payments that depend on
an index or a rate, and amounts expected to be paid
under residual value guarantees. The lease payments
also include the exercise price of a purchase option
reasonably certain to be exercised by the Group and
payments of penalties for terminating a lease, if the
lease term reflects the Group exercising the option to
terminate.

Interim Report 2019 Tiande Chemical Holdings Limited
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Notes to the Condensed Consolidated Financial Statements
HE-ZT—NEAB=1TH1E/5@A8 For the six months ended 30 June 2019
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2.

PRINCIPAL ACCOUNTING POLICIES (Continued)

2.1 Impacts and changes in accounting policies of
application HKFRS 16 — Leases (Continued)

0}

Leases previously accounted for as operating
leases and the accounting policy of HKFRS 16
(Continued)

Lease Liabilities (Continued)

In calculating the present value of lease payments,
the Group uses the incremental borrowing rate at the
lease commencement date if the interest rate implicit
in the lease is not readily determinable. After the
commencement date, the amount of lease liabilities is
increased to reflect the accretion of interest and reduced
for the lease payments made.

In addition, the carrying amount of lease liabilities is
remeasured if there is a modification, a change in the
lease term, a change in the in-substance fixed lease
payments or a change in the assessment to purchase
the underlying asset.

Short-term leases

The Group has applied the short-term leases recognition
exemption to leases. Lease payments on short-term
leases are recognised as expense on a straight-line basis
over the lease term.

Transitions requirement and practical expedients

The Group used the following practical expedients
when applying HKFRS 16 to leases previously classified
as operating leases under HKAS 17 and HK(IFRIC)-Int 4
Determining whether an Arrangement contains a Lease.

- Elected not to apply the requirements in
paragraph HKFRS16.C8 to leases for which the
lease term ends within 12 months of the date of
initial application. In this case, a lessee shall:

(i)  account for those leases in the same way as
short-term leases as described in paragraph
HKFRS16.6; and

(i) include the cost associated with those
leases within the disclosure of short-term
lease expense in the reporting period that
includes the date of initial application.
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2. PRINCIPAL ACCOUNTING POLICIES (Continued)

2.1 Impacts and changes in accounting policies of
application HKFRS 16 — Leases (Continued)

(i)

Impacts on transition at 1 January 2019

As a result of initially applying the modified
retrospective method under HKFRS 16, in relation to the
leases that were previously classified as operating leases
applying HKAS 17, the Group recognised right-of-use
assets amounting to RMB62,409,000 as at 1 January
2019. The right-of-use assets were recognised based
on the amount equal to the lease liabilities, adjusted
for any related prepaid and accrued lease payments
previously recognised.

No lease liabilities as at 1 January 2019 were recognised
for leases previously classified as operating leases
applying HKAS 17 since all the leases, excepted for
the prepaid land lease payments, are defined as short-
term leases with applying the practical expedient under
HKFRS 16.

The following table summarised the impact on
transition to HKFRS 16 on condensed consolidated
statement of financial position as at 31 December
2018 to that as at 1 January 2019 as follows (increase/
(decrease)):

Extract of condensed consolidated statement of

AR S M AR R R 2 financial position as at 1 January 2019
ARBT T
RMB’000
BEEAE Right-of-use assets 62,409
TEAT b 1E & R IE Prepaid land lease payments (60,742)
TEAS FR I8 T E Ath FE W 5k 08 Prepayments and other receivables (1,667)

Interim Report 2019 Tiande Chemical Holdings Limited

15



AR S SRR T
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2. FEEFBE(E)
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2. PRINCIPAL ACCOUNTING POLICIES (Continued)

2.1 Impacts and changes in accounting policies of
application HKFRS 16 — Leases (Continued)

(ii) Impacts on transition at 1 January 2019
(Continued)

The following table reconciles the operating lease
commitments as at 31 December 2018 to the opening

—A—B@ERNEEE BV balance of lease liabilities recognised as at 1 January
PRYTRR - 2019
ReEVEREHEHAEEEN Reconciliation of operating lease commitment to
AR lease liabilities
ARBTF T
RMB'000
R=ZZF—N\F+=A=+—H2Z Operating lease commitments as at 31 December 2018
REMEAYE 1,872
B BERVIXERRZ Less: commitments relating to short-term leases at
50 BATE E e date of initial application (1,872)

R-B-NAF—H—HZ

HEEAR

Total lease liabilities as at 1 January 2019

(i) BE=F-—AFAA=THLR
BAMBEHEE
ASCEEEEARPNREERN
ZEHHUSIMT

(iii) Impacts for the six months period ended 30 June
2019

The movements of the carrying amounts of the Group's
right-of-use assets during the period are set out below:

EECRAE Right-of-use assets
ARBTT
RMB’000
RZE—nF—H—H As at 1 January 2019 62,409
B ED R Amortisation of right-of-use assets (839)
HEKTE R (MiE19@)) Disposal of a subsidiary (note 19(a)) (15,103)
RZZE—-NFA=TH As at 30 June 2019 46,467

AREETERERAT —E-AFRHRE
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2.

PRINCIPAL ACCOUNTING POLICIES (Continued)

Save as the impact of adoption of HKFRS 16 disclosed above, the
application of new or revised HKFRS in the current interim period
has no material effect on the amounts reported in these condensed
consolidated financial statements and/or disclosures set out in these
condensed consolidated financial statements.

The following new or revised HKFRSs, potentially relevant to the
Group’s condensed consolidated financial statements, have been
issued, but are not yet effective and have not been early adopted by
the Group.

Amendments to Definition of Material'

HKAS 1 and HKAS 8

€ Effective for annual periods beginning on or after 1 January 2020

USE OF JUDGEMENTS AND ESTIMATES

In preparing this Unaudited Condensed Financial Information,
the significant judgements made by management in applying the
Group’s accounting policies and the key sources of estimation
uncertainty were the same as those that applied to 2018 Annual
Financial Statements, except for new significant judgements and
key sources of estimation uncertainty related to the application of
HKFRS 16 as described in note 2.

SEGMENT INFORMATION

The Group manages its businesses by product and service lines. For
the six months ended 30 June 2019, the Group has identified the
following four product and service lines as its operating segments:

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

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

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

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

These operating segments are monitored and strategic decisions
are made on the basis of adjusted segment operating results. 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.
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Notes to the Condensed Consolidated Financial Statements
HE-ZZ—AFE,NA=+TH1/3E A For the six months ended 30 June 2019

4. DBER (&)

4. SEGMENT INFORMATION (Continued)

BE-Z-NEAB=THILAEA
Six months ended 30 June 2019

AELEUR HIBK Hty
HTKER BEER HTEER LIER B
Cyanide Chloroacetic
and its acid and its Other
derivative Alcohol derivative chemical
products products products products Total
AR%T AR®TR AR®TR ARETT AR%T
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
(REER) (REER) (REER) (REER) (REBER)
(Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
REHRRPFIY Revenue from contracts with
ANz EEE: customers:
RENREP From external customers 635,298 1,996 30,548 20,292 688,134
NEE EER Inter-segment revenue - 725 102,376 4,044 107,145
ME2ERDEMz LR Reportable segment revenue 635,298 2,721 132,924 24,336 795,279
2R .2 5H Reportable segment profit 57,603 428 31,304 4,405 93,740
2R HLEE Reportable segment assets 1,130,252 3,035 92,625 123,358 1,349,270
BE_Z-N\FX A=THL AR
Six months ended 30 June 2018
AELEMR ALER Hit
HTRER BEER HTRER TIER k]
Cyanide Chloroacetic
and its acid and its Other
derivative Alcohol derivative chemical
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
(REEZ) (REERZ) (REEEZ) (REEZ) (REEZ)
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
REEKFEIV Revenue from contracts with
BHZEES: customers:
REIREP From external customers 526,668 4,329 18,718 12,296 562,011
P2 ERE Inter-segment revenue 50 5,895 86,286 8,005 100,236
ERNBLEFE Reportable segment revenue 526,718 10,224 105,004 20,301 662,247
AEHRHH 2 Reportable segment profit/(loss)
wFl/ (B8) 266 833 19,712 (19,672) 1,139
2R HEE Reportable segment assets 1,083,116 1,069 98,337 95,587 1,278,109

EEBEARERAEDIEHREEBREE
FREFPHEYA RHANIEHIE A AKE
BAETARBETNRG AR ETFPEXED

2 B HERR

AREETERERAT

Revenue is recognised at point in time as when there is evidence
that the control of goods has been transferred to the customer, the
customer has adequate control over the goods and the Group has

no unfulfilled obligations that affect customer accepting the goods.

—E-AFRHRE
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TEER (&)

RASEEEDHAEIN 2 S RAERE
BSRAGEMBERRT 25N T ZRHEEIR

4. SEGMENT INFORMATION (Continued)

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

ZEERIAT consolidated financial statements as follows:
BZEAA=1tHLXEA
Six months ended 30 June
—ZE-hEF —E-N\F
2019 2018
AR¥T T ARET T
RMB’000 RMB’000
(REEZ) (REeEZ)
(Unaudited) (Unaudited)
G a2 Reportable segment revenue 795,279 662,247
HEH D 2PME 2 & % 5E Elimination of inter-segment revenue (107,145) (100,236)
A A ERE Consolidated revenue 688,134 562,011
BZEAA=1tHLXEA
Six months ended 30 June
—ZE-hEF —E-N\F
2019 2018
AR¥T T ARET T
RMB’000 RMB’000
(REEZ) (REeEZ)
(Unaudited) (Unaudited)
A 23R 5D E 2 i Tl Reportable segment profit 93,740 1,139
*ﬁi”ﬁl?\ Rental income 362 347
B 7% A AN Finance costs (1,255) (2,870)
WY - BB R Write-off of property, plant and
(BMIE11) equipment (note 11) (34,847) =
FEUL — AT B A B 3K Impairment loss on amounts due
BEEE (MIFE19(b) from a former subsidiary (note 19(b)) (41,736) =
&S B A R E (P EE19(a) Gain on disposal of a subsidiary
(note 19(a)) 41,565 -
e DBl 2 B EWA Unallocated corporate income 1,104 1,602
TNl BEME Unallocated corporate expenses
(M MzE@@)) (note (a) below) (22,878) (25,854)
88 2 BB A 2 Al Elimination of inter-segment profit (29,106) (16,806)
BT RiRT4R A% A, (F18)  Consolidated profit/(loss) before income tax 6,949 (42,442)
b= Note:
(@ TEIPEZLERITEBERIREER (@ Unallocated corporate expenses mainly included staff costs,
SEEEDE 2 BIAA - JTEMEEERE depreciation and amortisation and other local taxes which are not
fth 3t 75 I allocated to the operating segments of the Group.
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Notes to the Condensed Consolidated Financial Statements
HE-ZZ—AFE,NA=+TH1/3E A For the six months ended 30 June 2019

5. ERFRHEMEANMES

AEETBXBAENAZEXENEER

5. REVENUE AND OTHER INCOME AND GAINS

Revenue from the Group's principal activities and other income and

B A R an T gains recognised during the period are as follows:
BEZEASBA=1+HILAEAR
Six months ended 30 June
—E-hEF —ZE-)N\F
2019 2018
AR® T ARBTT
RMB’'000 RMB’000
(REER) (REEEZ)
(Unaudited) (Unaudited)
REEEFITIGHNZEXEE Revenue from contracts
with customers
HERELAMRETHER Sales of cyanide and
its derivative products 635,298 526,668
HERRIEE @ Sales of alcohol products 1,996 4,329
HERALEE R E T EM Sales of chloroacetic acid and
its derivative products 30,548 18,718
SHEHA (b TEM Sales of other chemical products 20,292 12,296
688,134 562,011
H g A F W 22 Other income and gains
B #8 B Government grants 1,010 538
RITF B U A Bank interest income 235 1,064
R FE U A B (O] Release of deferred income 651 3,280
e A Rental income 362 347
b 5 I e Exchange gains, net 130 =
HIBWA Sundry income 475 244
2,863 5,473
6. MBRAE 6. FINANCE COSTS

BEZEASBA=1+HILAEAR
Six months ended 30 June

—ZE-hEF —E-N\F
2019 2018
ARET T AREF T
RMB’000 RMB'000
(RE&EZ) (REEZ)
(Unaudited) (Unaudited)
RITEARFE - 2HHBHE Interest on bank borrowings, all of
REREERRK which contain a repayment on
demand clause 473 2,819
RE— AR R Interest on advances from a
BRHFIE non-controlling shareholder - 51
RE&EREZERAFR Interest on advances from ultimate
BT B2 holding company 782 =
1,255 2,870

AREETERERAT —E-NEFHRPRE
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7. PROFIT/(LOSS) BEFORE INCOME TAX

RS M RR M

Notes to the Condensed Consolidated Financial Statements
HEZZF—AF,xA=+HI17~E A For the six months ended 30 June 2019

HEZEASA=1THLAER
Six months ended 30 June

—E—hE —ZE-)N\F
2019 2018
AR¥T T ARET T
RMB’000 RMB’000
(REER) (REgEHE=Z)
(Unaudited) (Unaudited)
BRETEH ALm F), (E518) Profit/(Loss) before income tax is arrived at
BBk (FHA) after charging/(crediting):
E=WS Directors’ remuneration
e — Fees 184 166
— e MBEAREAMmET — Salaries, discretionary bonus and
other benefits 807 2,026
— IR ORAEFIFT 25K — Retirement benefit scheme contributions 27 69
1,018 2,261
H b8 TR A Other employee costs 69,951 65,056
BRIREFIET 2R Retirement benefit scheme contributions 4,647 4,611
#8 8 TR Total employee costs 75,616 71,928
A £ b 72 & 2R IE B Amortisation of prepaid land lease
payments = 839
BED AR Amortisation of right-of-use assets 839 =
BRAEAX ZFEKR Cost of inventories recognised as an
(MIEEG)) - B3E: expense (note (i), including: 578,290 517,641
—MWRENERFELFE — Reversal of write-down of inventories
AR S to net realisable value (4,458) (2,024)
—MWRENERFELFE — Write-down of inventories to
net realisable value 1,300 1,265
M HWE MEETTE Depreciation on property, plant and
equipment 54,137 50,389
Y B MR 2 8 Write-off of property, plant and equipment
(BEE11) (note 11) 34,847 18,261
&% (Ukes) &8 Exchange (gains)/losses, net (130) 2,464
B S REWERRERE (f:E12)  Impairment losses on trade receivables
(note 12) 3,593 1,373
FEUL — AT B A R 3R IER Impairment loss on amounts due
REEE (M1FE19(0)) from a former subsidiary (note 19(b)) 41,736 =
BRAGBHEENHEENK Lease payments in respect of
short-term leases 1,061 950
& W AR S B Rental income less outgoings (338) (344)
it FE A A (B REGi) ) Research costs (note (ii)) 13,852 4,141
Interim Report 2019 Tiande Chemical Holdings Limited
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Notes to the Condensed Consolidated Financial Statements
HE-ZZ—AFE,NA=+TH1/3E A For the six months ended 30 June 2019

BRAT BB ADER, (BER) (&)

7.

8.

Bt :

(0]

ERRAAAINGEERABEARE
51,795,000t (BEZE - — \FE A=+
HIiE/NE A : AR #48,417,0007T) 2 48
R IT E B X & A R#58,770,0007T (B =
—E-NENA=ZTHLERNEA: AR
55,984,00070) Z ABBE B TR AN - 2 & 58
NMBEEELEXSAB I ENESTAN-

LNEVBRBAEZFEEMRcEARE
4,458,000 (BZ2=F—/\FA=1H
1E7NE A - AR#2,024,0007T) B @18 - R
AREBEFENA 2R FEEHRN LA -

KA BIEARKA40,000T (B &2
—E-NEXNAZFTHLEANEA:AR
#371,000) 2T ERIRARE
5,294,000 (B2 —Z2—N\FXA=+H
1IE7NE A - AR#1,934,0007T) ZHBIE T
RAR - ZESBNEEELXSABIHE
HBESEEA -

FrEBipx, (E%)

7.

8.

PROFIT/(LOSS) BEFORE INCOME TAX (Continued)

Notes:

@

Cost of inventories recognised as an expense includes
RMB51,795,000 (six months ended 30 June 2018: RMB48,417,000)
relating to depreciation expenses and RMB58,770,000 (six months
ended 30 June 2018: RMB55,984,000) relating to employee costs.
These amounts are also included in the respective total amounts
disclosed separately above.

The write-down of inventories in previous financial periods of
RMB4,458,000 (six months ended 30 June 2018: RMB2,024,000)
was reversed as the net realisable values of these inventories were
increased during the period.

Research costs include RMB440,000 (six months ended 30 June 2018:
RMB371,000) relating to depreciation expenses and RMB5,294,000
(six months ended 30 June 2018: RMB1,934,000) relating to
employee costs. These amounts are also included in the respective
total amounts disclosed separately above.

INCOME TAX EXPENSE/(CREDIT)

BEZEASBA=1+HIEXEA
Six months ended 30 June

—E-hEF —E-)N\F
2019 2018
AR®T T ARBTT
RMB’000 RMB’000
(REER) (REEZ)
(Unaudited) (Unaudited)
BVERFR IH — R B (D ZEFR1S HY Current tax — PRC Enterprise Income Tax
—HiFi I8 — Tax for the period 3,783 5,112
— B AR B TEIR R — PRC dividend withholding tax 375 6,681
4,158 11,793
EER IR Deferred tax
—HRMBR (FFA) — Charged/(Credited) for the period 16,921 (13,059)
Frig®ix (&) Income tax expense/(credit) 21,079 (1,266)

R EERBUE N ERBES  MEED
EENGHEGE (BE_Z—\FRA=T
BIEREA &) -

HI

- FEFR B RS Y P B R AR IR B R 25%

(BE-_Z-N\FXA=TBLEXREA:
25% ) TP B RS -

REBE-—Z-AFAA=THIEHHMA &
SEERTRBERBEEMNOS (BE=F
—N\EXRA=ZTHLEAREAR:10%)HEE
BB

AREETERERAT

—E-AFRHRE

No provision for Hong Kong

profits tax has been made as no

assessable profit derived from Hong Kong (six months ended 30
June 2018: Nil).

The subsidiaries established in the PRC are subject to PRC Enterprise
Income Tax at the rate of 25% for the period (six months ended 30
June 2018: 25%).

The Group has adopted 10% withholding tax rate for PRC
withholding tax purpose for the period ended 30 June 2019 (six
months ended 30 June 2018: 10%).
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Notes to the Condensed Consolidated Financial Statements
HEZZF—AF,xA=+HI17~E A For the six months ended 30 June 2019
g 9. DIVIDEND
BEAA=THLEAEA

Six months ended 30 June

—E-hF —E-)N\E
2019 2018
AR¥T T AREBT T
RMB’000 RMB’000
(REER) (REEFEZ)
(Unaudited) (Unaudited)
WERBE-ZT—/\FTH No final dividend paid for the financial

=t+—HIEMBFEIRRS year ended 31 December 2018

RERE (BE=ZZ—\F (six months ended 30 June 2018:

/\H +HIEANEA RS EZE  dividend paid for the financial year

—tF+-A=+—HIit  ended 31 December 2017 of HK$0.01

Eﬁﬁ@@ﬂﬁ?’%?@fom 7T per share)

ZBE) - 7,183
EETEEREE_T—NFEA=THL The Directors do not recommend the payment of interim dividend
NME AN HERE (BREZZ—N\F (six months ended 30 June 2018: Nil) in respect of the six months
NAZTHIESNER: 4&) period ended 30 June 2019.

. BREE 10. LOSS PER SHARE
RAREB ARG 2 SRER R EFIEBT The calculations of basic and diluted loss per share attributable to
RIEA T 8UERTE owners of the Company are based on the following data:
BEARA=+HLXEA
Six months ended 30 June
—E-NE —E-)N\F
2019 2018
AR¥T T AREF T
RMB'000 RMB’000
(REEX) (RigEZ)
(Unaudited) (Unaudited)
RNATHER AEGEAREEE Loss for the period attributable to
owners of the Company (11,543) (35,981)
EERYAE
Number of ordinary shares
BEARA=+tHLXEA
Six months ended 30 June
—E-NE —E-N\F
2019 2018
TR T 1%
‘000 shares ‘000 shares
(REEX) (RisEZ)
(Unaudited) (Unaudited)
STESREAREEEE . Weighted average number of ordinary
T AR AnAE 5 B shares for the purpose of basic and
diluted loss per share 851,954 851,954
HE-_Z-NFR-_ZF-N\FA=1THI For the six months ended 30 June 2019 and 2018, diluted loss per
NMEA MARTEEARBGEENS 2F share for loss attributable to owners of the Company was the same
REEFEEGRENEEER  RASE as basic loss per share because the impact of the share options is
MR 2 8 B IR E R - anti-dilutive.
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Notes to the Condensed Consolidated Financial Statements
HE-ZZ—AFE,NA=+TH1/3E A For the six months ended 30 June 2019

11.

12.

BHE_Z—hAhE~A=1THIE~EA"
AEEEA# ARE31,850,0000T (B E
—E-NAFEXNA=1tTHIEAEAR: AR
98,480,0007T ) Z M % BB K&

HE—_ZT—/\FA=1+HIE/<EHHH -

AARFIEEMB AR IHEEEE|TH
BAR ([MTEEE]) (ECBEHREHE
(FIzE19) )BRMEE A AR #18,261,0007T A
ETFHEZLYE BEERXBEEBEFE LB
2R RERZSEDE BENMEEN
RIENEMERTREMEEIMNEE KA HBA
HARRIE BN - E—FHIBEHNAR
AIRZZE—N\FENATHHRAER TEE
BOZOEERDREER S —NLFFRER
B R HBRME  BE RRERIERE -

HE-_ZE—NFA=1+THIE/NEAERH
NR_E—NENAZ+ N \BEEILE&HEE
(MizE19) A EF @R ERIET&HEERN
S E REASERERLNGR TaaEH
ARAJBEMEEE -FRBEHNARRR
TE-NAFNAT/N\BHNAER I IEEE
MNME - BERRERAFRAFELARE
49,295,000yt B R HE A EEE A EZ B
AR#34,847,0007T B 7 B A9 difi 84

11.

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2019, the Group acquired
property, plant and equipment of approximately RMB31,850,000
(six months ended 30 June 2018: RMB98,480,000).

During the six months period ended 30 June 2018, certain non-core
property, plant and equipment of Jiangsu Chunxiao Pharmaceutical
& Chemical Co., Ltd. (“Jiangsu Chunxiao”), a former wholly-owned
subsidiary of the Company which was disposed of during the period
(note 19), with carrying amounts of RMB18,261,000, were shut
down and they were fully written off because additional investment
cost for environmental improvement and rectification work
outweighed their future economic benefits. Further details had been
set out in the Company’s announcement dated 10 August 2018.
The core production activities of Jiangsu Chunxiao were originally
scheduled to be resumed by the end of 2019, thus the remaining
property, plant and equipment were not impaired.

During the six months period ended 30 June 2019, before the
disposal of Jiangsu Chunxiao on 28 June 2019 (note 19), the Board
decided to cease the production of Jiangsu Chunxiao because
the resumption of the production of Jiangsu Chunxiao became
highly unlikely in the foreseeable future. Details were set out in the
Company'’s announcement dated 18 April 2019. Total net carrying
amount for the property, plant and equipment of Jiangsu Chunxiao
was RMB49,295,000, among which directly related to production
activities amounting to RMB34,847,000 were written off during the
period.

EZEWERREREE 12. TRADE AND BILLS RECEIVABLE

—E-NF —T-N\F

ANB=1+H +=—A=+—H

30 June 31 December

2019 2018

AR¥ T ARETF T

RMB’'000 RMB'000

(REEZ) (& EZ)

(Unaudited) (Audited)

5 FEUER Trade receivables 236,165 198,979
R =& Bills receivable 119,683 107,849
355,848 306,828
R ORL (B B 1 B Less: impairment loss allowance (3,902) (311)
351,946 306,517

AEERTESEPZEER—RNF— @
AzZXER(ZFE—-—NF+_A=+—Q:
—EAZENEA) BRRERTEEZR
THERARE YRBETE-—FAEKR (=T
—N\F+ZA=+—B: —FRHR) - B
EPUARSEERRE ARBERNBREE
BB R R - AR B EEEEEHRE
BEIR R

AREETERERAT —E-NEFHRPRE

The Group allows a credit period normally ranging from 1 month
to 6 months (31 December 2018: 1 month to 6 months) to its
trade customers. Bills receivable are non-interest bearing bank
acceptance bills and are aged within a year (31 December 2018:
within a year) upon issuance. 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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=
=

12. ESREWNERREWREE (£)

RiE H - B2 RNR R RREE (F0RE

BEZZ—NF/,N"A=1+HI1E/~AA For the six months ended 30 June 2019

12. TRADE AND BILLS RECEIVABLE (Continued)

Ageing analysis of trade and bills receivable (net of loss allowance)

BEE) IREEHHMEZRED T at the reporting date, based on the invoice date, is stated as
follows:

—E-hEF —ET-N\F

AA=TH +=ZA=+—AH

30 June 31 December

2019 2018

AR® T ARBTT

RMB’000 RMB’000

(REER) (&%)

(Unaudited) (Audited)

0Z290H 0 to 90 days 272,349 260,641

912180H 91 to 180 days 60,838 31,803

181&365H 181 to 365 days 8,556 2,168

848365 H Over 365 days 10,203 11,905

351,946 306,517

RS BRBRERNESNT :

Movement in the loss allowance account
receivables is stated as follows:

in respect of trade

—ZE-hEF —E-N\F

~NAZ=TH +—-—A=+—H

30 June 31 December

2019 2018

AR® T AREF T

RMB’000 RMB’000

(REERZ) (fEEZ)

(Unaudited) (Audited)

®—A—8H At 1 January 311 9,714

R Exchange loss — 151

i 55 Write off ) (13,376)

EHRREERE Impairment loss recognised 3,593 3,822
R=ZBE-h&EXNA=1+8 At 30 June 2019/31 December 2018

—E2-NE+=A=+—H 3,902 311

ZEoRWENEREESRZZRETH
BEANEF MZSEFEASEMNEER
BRI -ERHBERRENE T E S ER
R AR®14,701,000c (ZFE—N\F+= A
=+—H: AR¥11,695,0007T ) A& A #
BT R EEEE - RIBUAENEER
B AEBEEEERAEEEXRTEERE
FHZEE X DRER2EME - Bt BA
P RE— TR ERE -

AA =T "R

Trade and bills receivable related to a large number of diversified
customers that had a good track record of credit with the Group.
Certain trade receivables of RMB14,701,000 (31 December 2018:
RMB11,695,000) past due but not impaired are secured by land
and properties owned by the debtors. Based on past credit record,
management of the Group believes that no further 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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Notes to the Condensed Consolidated Financial Statements
HE-ZZ—AFE,NA=+TH1/3E A For the six months ended 30 June 2019

12. ESREWEREEWEE (&)

R-ZE—NFERNAZTH EREEEE—
% A R #6,480,000t (=2 — \F+ = A
=+—8 8 )z23E EEZBEEEN
Z ik A R#3,680,0000T (—E—N\E+ - A
=+—H:8)EER (MFE14) -

EERn EHRWEREREE 2 ARE
HEHEME AYBREREZR RARZSE
SR D HHIREIE -

13. TR FRIE R H At fE WK TR

12. TRADE AND BILLS RECEIVABLE (Continued)

As at 30 June 2019, bills receivable included an amount of
RMB6,480,000 (31 December 2018: Nil) which was pledged for bills
payable of RMB3,680,000 (31 December 2018: Nil) (note 14).

The Directors considered that the fair values of trade and bills
receivable are not materially different from their carrying amounts
because these amounts have short maturity periods.

13. PREPAYMENTS AND OTHER RECEIVABLES

—E-AF —T—)N\F
ANA=TH +=—A=+—8
30 June 31 December
2019 2018
AR T ARET T
RMB’000 RMB’000
(REER) (&' i%)
(Unaudited) (Audited)
TE 4 B R 5K IE Advances to suppliers 10,606 9,972
A] Y B HEE TR 3R Value-added-tax recoverables 21,452 16,845
T IR Prepayments 990 613
BEWE WEMEHR Deposits of acquisition of property,
BEGAE2EZS (WiE@) plant and equipment and right-of-use
assets (note (a)) - 42,000
FEU — R AT B A B 3K IE Amounts due from a former subsidiary
(FEE19(b)) (note 19(b)) 61,273 -
H b jE U FR I8 Other receivables 2,655 3,316
FEW — KM B A A Amount due from ex-equity holder of
A=A ARIA (i) a subsidiary (note (b)) = 8,637
TS L i FE & FRIE Prepaid land lease payments
—mBE S — current portion = 1,667
96,976 83,050
W R —RATME AR ZIEZ  Less: impairment loss on amounts due
REEE (F15E19(0)) from a former subsidiary
(note 19(b)) (41,736) -
55,240 83,050

26 AREETERERAT —E-AFRHRE
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Notes to the Condensed Consolidated Financial Statements
HEZZF—AF,xA=+HI17~E A For the six months ended 30 June 2019

13. AAREREMBEVRRE (&)

Bt :

(a)

BE-Z—tFNAZINEZHER([E&
B8R GEG EHESABLETE
BAR ([HHEE]  AREIZ2EHEA
ENA—ZBILF=H(RHFNEZRHAR
#42,000,0007T * 14 W B8 2 T8 A BE 3R e 2
— LIRS ([&Re]) (TWEE]) - E
BETAREEM AL REHRER -

Hig 40885 R BB £ ERET A
BaFHREEE HEREREREAGK
o HYRB R T RARERE ([HEE
B 1) IREVEE RS - PUBRT RS I BB
BEEF 77 E R A R MR G E =
MiEX - BEBER_T—NE+=_A=+—
B E R RTER R RBEER
S B TR R IE K H A e R

HIR - IR EF T ERREHE &
A B AR TT IR - [RE R BIR ST -
EEHEOMPEENAEERERIZA RRR
FEME - BRERZF-AFRA=+
B S M ISR R T B A EEH
DEEIFRBEE - B AR EE AN
W& R R AR SCTRHR AR+ =
18 A AR

RZB—NRFIA ARBEZHEEZ2EHE
AF EERMETARAR ([EEREL])
EBVE=T1 ([ARERBEARITES
e (TEE B - it B8Rl RENK
EmAERSAARBREIHERENS
AR HE - (B R AR ¥39,229,0007T °

RZZE—tFRA IHEBERIIBMNH
B ARZEEE (TEME AR ) & 2w
T R IERERELE R IHA R RRTE
AZBBRAENRAE ([HEFDREBERZ
Ain - M s R AERBBZERA &k
RIVE LBEAR T —RFENAAKET
HAEBATIED

RZZF—tF+ A FMFILERTLL
BEE (ERAEBERA)BREFRELT
BERLENEEINAEERASARE
5,000,0007c R FEFTF B ([ H]) ©

13. PREPAYMENTS AND OTHER RECEIVABLES
(Continued)

Notes:

(@  Weifang Binhai Petro-Chem Co., Ltd (“Weifang Binhai”), a wholly-
owned subsidiary of the Company, paid an independent third party
(the “Party A") a total sum of RMB42,000,000 as deposits (the
"Deposits”) for acquisitions of various production facilities and a piece
of land for the construction of a thermoelectric factory in Shandong
(the “Acquisition”) pursuant to the terms and clauses under several
contracts executed in April 2017 (the “Contracts”).

Thereafter, Weifang Binhai found that the production facilities to be
acquired could not be functioning as specified in the contracts, which
led to a fundamental breach to the Contracts. Weifang Binhai filed
a legal claim in Weifang Intermediate People’s Court (the “Weifang
Court”) against Party A to recover the Deposits and compensate
the loss suffered by Weifang Binhai due to Party A's breach of the
terms and conditions of the Contracts. The Deposits were recognised
as prepayments and other receivables under current assets in the
consolidated statement of financial position as at 31 December 2018
accordingly.

During the period, Weifang Binhai and Party A reached an amicable
compromise and agreed to proceed the Acquisition as the Directors
are confident that based on the latest assessment, the production
facilities to be acquired could function as specified in the Contracts.
Therefore, the Deposits are reclassified from current assets to non-
current assets in the condensed consolidated statement of financial
position as at 30 June 2019. Both parties are now under negotiation
to amend the contractual terms and conditions for the Acquisition
which are expected to be finalised in the coming twelve months.

(b)  Shanghai Dehong Chemical Co. Ltd. (“Shanghai Dehong”),
an indirect wholly-owned subsidiary of the Company, and an
independent third party (the “Ex-Equity Holder”) entered into a sale
and purchase agreement (the “SPA”), pursuant to which Shanghai
Dehong agreed to acquire and the Ex-Equity Holder agreed to
sell all equity interests in Jiangsu Chunxiao for a consideration of
RMB39,229,000 in September 2016.

In May 2017, Jiangsu Chunxiao received an order from the
Changzhou Xinbei District People’s Court (the “Changzhou Xinbei
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, for a loan agreement under which Defendant
A was the borrower. Such guarantee had been made prior to the
acquisition of Jiangsu Chunxiao by Shanghai Dehong in September
2016.

In October 2017, the Changzhou Xinbei Court ordered that Jiangsu
Chunxiao, as a guarantor capacity of the debt, was jointly and
severally liable to pay the outstanding principal of RMB5,000,000 plus
accrued interest arising from the default of Defendant A (the “Order
A").
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HE-ZZ—AFE,NA=+TH1/3E A For the six months ended 30 June 2019

13. ANREREMEVRRE (&)

Wi

(b)

AREETERERAT

(%)

(%)

R-Z-N\FNAEK AEEEXEEMNT
B ARER (TBMNSBER R -F
—NFLARMRE RS  FRIEHEER
BB R M A L B &S 15 B AR IR 42
R - MRS ARERIHHE 2 &
A e ZERRTIE LBELAR T —REF
NUAWEE T BB AT IR ED -

RZZ—\F+ A BMNSIEER T LI
FE (ERERERA) BRiEzmE AE
AMAXBARENEEXNREERS A
R #8,000,0007C & EET IS ([F2 2 )

R-ZZ—NE+-_A=+—8 ERGEH
BHRERDGSENGS LA EREEL
#EEARE17,141,0007T (HHERKREE
A& ARM13,000,0005T & AN B A2 R
FrEEEE—"Z—\FE+=-A=1+—HH
FERTFI B R EAMERER) EHE-

BIBEEEWENGER L8 ELABERM L
MFARMFERNTEERESAIER
BEANBERIZ Al - RZT—N\F
+ZA=+—8 ENESREAARK
8,504,0007C K RIBE 2R EEEERE S
BmMRZE—NFEF+_A=+—H®NE
KR =15 A AR EE B AR 8,637,000

JT °©

W A R 5 15 B A SR A R #8,637,0007T
HATEDR B ARENE TEEMEFER
B ZEYER T \F+_A=1+—H
By 4a T (B & A R #11,000,0007T © A L -
ERB/R_ZT-NF+_HA=+—HHA
1 (AT B A5 4

R-ZZ—hENA-+N\A " LE=ELER
R EIEHERE 2 IBRE REAARKE
990,0007T (FI=E19)  tHER S H)#E—H7F
BEHARAARTR T NE~A=1t+tAH
MAE & BE_ZT—AE~A=TN
HIEER AT =SB ARIERETE RER
HERANEE GRS MK REIEE

=7
o °©

—E-AFRHRE

13. PREPAYMENTS AND OTHER RECEIVABLES
(Continued)

Notes: (Continued)

(b)

(Continued)

At the end of August 2018, the Group was acknowledged that
another order issued by the Changzhou Jintan District People’s Court
(the “Changzhou Jintan Court”) in July 2018 relating to disputes on
two guarantees given by Jiangsu Chunxiao to its Ex-Equity Holder for
loan agreements under which the Ex-Equity Holder was the borrower.
Such guarantees were again made prior to the acquisition of Jiangsu
Chunxiao by Shanghai Dehong in September 2016.

In October 2018, the Changzhou Jintan Court ordered that Jiangsu
Chunxiao, as a guarantor of the loans, was jointly and severally liable
to pay the outstanding principal of RMB8,000,000 plus accrued
interest arising from the default of the Ex-Equity Holder (the “Order
B").

As at 31 December 2018, provision for legal claims in relation
to the Order A and Order B in the aggregated amount of
RMB17,141,000, representing the total outstanding principals in sum
of RMB13,000,000, accrued interest up to 31 December 2018 and
other legal expenses estimated by the Group’s legal counsel, had
been made in the consolidated financial statements.

Under the terms of the SPA, Shanghai Dehong is entitled to be
indemnified by the Ex-Equity Holder for all losses arising from these
legal cases mentioned above. Accordingly, the full amount due to
the Ex-Equity Holder of RMB8,504,000 as at 31 December 2018 was
being off-set to the legal claims amount and amount due from the
Ex-Equity Holder became RMB8,637,000 as at 31 December 2018.

Amounts due from the Ex-Equity Holder of RMBS8,637,000 were
secured by certain residential properties held by the Ex-Equity Holder
with a total market value of RMB11,000,000 as at 31 December
2018. Hence, the Directors considered that no loss allowance was
required as at 31 December 2018.

On 28 June 2019, Shanghai Dehong has completed the disposal
of all equity interests in Jiangsu Chunxiao for a consideration of
RMB990,000 (note 19). Further details of this disposal transaction
were set out in the Company’s announcement dated 27 June 2019.
Thereafter, amount due from the Ex-Equity Holder and provision for
legal claims up to 28 June 2019 were derecognised from the Group's
condensed consolidation statement of financial position.
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14. EZRNRRENRE

14. TRADE AND BILLS PAYABLE

—E-h1F —ZE-N\F

ANA=1+H +=A=+—H

30 June 31 December

2019 2018

ARET T ARET T

RMB’000 RMB’000

(REER) (&%)

(Unaudited) (Audited)

B R Trade payables 53,042 45,040
e 2 Bills payable 12,447 _
65,489 45,040

NEBEEHERS THEEBRNF30E
1808 (ZZE—N\F+=_A=+—H :NTF30
F180R) BN EBE AT EZRITELE
& WA TE N E A A ERm - IERE AR
B IR REN ZRIEEZEABHATEZ R
RO

The Group was granted by its suppliers with credit periods ranging
from 30 to 180 days (31 December 2018: ranging from 30 to 180
days). Bills payable are non-interest bearing bank acceptance bills
and aged within 6 months upon issuance. Ageing analysis of trade
and bills payable at the reporting date, based on the invoice date, is
stated as follows:

—E-hF —E-N\F

~B=1+H +=ZA=+—H

30 June 31 December

2019 2018

AR®T T ARET T

RMB’000 RMB’000

(REERZ) (&= z)

(Unaudited) (Audited)

0Z£90H 0 to 90 days 57,693 38,449
912 180H 91 to 180 days 6,352 4,551
1812365H 181 to 365 days 408 1,096
B #8365 H Over 365 days 1,036 944
65,489 45,040

RZZE-AERNA=1TH BEREHEAR
#6,480,000c (—ZE—N\NFF+_A=+—
H:&) (Mz12) REEBRITHERARE
6,767,000 (ZE—N\F+=ZH=+—H:
) BEIEN 2B AR 12,447,000T (=&
—N\F+_A=+—8:8)EER-

BoRNEMENRE ZRRESBRES
BEZERNEERENREBEZREERAARE
BE - TDEERE-

As at 30 June 2019, bills receivable of RMB6,480,000 (31
December 2018: Nil) (note 12) and pledged bank deposits of
RMB6,767,000 (31 December 2018: Nil) were pledged for bills
payable of RMB12,447,000 (31 December 2018: Nil).

The carrying amounts of trade and bills payable are short-term
and hence the carrying amounts of trade and bills payable are
considered to be a reasonable approximation of fair values.
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HE-ZZ—AFE,NA=+TH1/3E A For the six months ended 30 June 2019

15. BN RMNERARK HAitb B =R

16.

17.

15. ACCRUALS AND OTHER PAYABLES

—E-hEF —ZE-)N\F
~NA=TH +—-—A=+—H
30 June 31 December
2019 2018
AR® T ARET T
RMB’'000 RMB’000
(REEZ) (feE%)
(Unaudited) (Audited)
BB WE MEHED Payables for property, plant and equipment
JE St kIR 104,225 147,946
e AR Accrued expenses 9,565 12,259
Bt TE KtgR Wages and welfare payables 7,189 6,347
L FE < IR Other payables 40,458 37,069
EEWA —REE 7 Deferred income — current portion 1,302 1,302
162,739 204,923
R 2 16. SHARE CAPITAL
BoER S8
Number of
shares Amount
F & BT T AR®T T
‘000 shares HK$'000 RMB’000
VATE Authorised:
EREESE0.01TEREI  Ordinary shares of HK$0.01 each
R-_Z—N\F—H—H As at 1 January 2018 (Audited),
(&%) T )\F 31 December 2018 (Audited),
+=—A=+—H (&FEH%) + 1 January 2019 (Audited) and
—ZE-hF—H—H 30 June 2019 (Unaudited)
(EZ) R=ZF—NF
NA=1+RH (R&EER) 100,000,000 1,000,000
EBITRAE Issued and fully paid:
BIREESK0.017t AR Ordinary shares of HK$0.01 each
R-_Z—N\F—HF—H As at 1 January 2018 (Audited),
(E|z)  —E—N\F 31 December 2018 (Audited),
+-A=1+—H (&KEX) 1 January 2019 (Audited) and
—E—NAFE—HF—H 30 June 2019 (Unaudited)
(REZ) R _T—NF
NA=1+AH (REER) 851,954 8,520 7,831
R 17. COMMITMENTS
REEBE REBE 2 &ENAT : The Group’s commitments at the reporting date are as follows:
—E-NF —E—N\F
~A=t+H +=ZA=+—H
30 June 31 December
2019 2018
AR¥T T ARBTT
RMB’000 RMB’000
(REER) (fe#E=Z)
(Unaudited) (Audited)
BB E  BE K& Commitments for acquisition of property,
R R BB AR AR plant and equipment and right-of-use
assets 319,615 76,181

AREETERERAT

—E-AFRHRE
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HEZZF—AF,xA=+HI17~E A For the six months ended 30 June 2019

LU 7 32 3 22 ;TR

KRBV ZZEARF+ AN BERA—IBERK
B ([ ZZET R FHERERE])  Wwr=
T RNEFRAZTARMS —HERETE
(IZ2—R"FERETE]) - 5 ERE RN
HEAEB EBKRIELERM S A 2
EARSEEMKEARISBMERRIZES
GEWRES - HER BF REIKEFSH
ZHMBASAEE 2 EBNFEAA ZTT
NEEREFIER_ZE—XFRA=-1+H
,%%JJ: EB R EERARITE Z BRERR

TAFREBETEZ 1\%?&1%@*7%?&&7
%ﬁﬁ R-T-NFRA=1TH RE_

ES /\Eﬁﬁﬂx%u‘l'%ﬂﬁ?“ﬁ@r‘ﬁiﬂﬁz,ﬁﬁﬂx
TS KD BB 59,984,0000% ( =& —
F+-H=+—H:10,764 oooﬁx) FEE R

KARBBEITRAZ12% (ZE—\F+=
A=+—H:13%) - ZZF— NFERE

2| f—/\iﬁﬂ_wLEltExﬁl B HR
TEAMBIE T NFERESE AT RE
E—y846878001\ﬁ%w’§ T ERFEE AR
R EE 5 %84,687, 800 J1n o HAR » 3f AR
BT NFBEREEREERE (B2
—E-N\FARA=THIENER &) -

FrE BRI 2 BB
ERARR REAM BRAM

Category of grantee Date of grant Vesting date

18. 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 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 30 June 2019, the number of shares in respect of
which options had been granted and remained outstanding under
the 2006 Share Option Scheme was 9,984,000 (31 December
2018: 10,764,000), representing 1.2% (31 December 2018: 1.3%)
of the issued share capital of the Company. The 2016 Share Option
Scheme has become effective for a period of 10 years commencing
on 20 May 2016 and up to 84,687,800 options entitling the
holders thereof to subscribe for up to 84,687,800 shares may be
granted under the 2016 Share Option Scheme. During the period,
there was no share option granted under the 2016 Share Option
Scheme (six months ended 30 June 2018: Nil).

Details of the specific categories of share options are as follows:

il 3 HARTEBREHE
Number of share options
outstanding
ZB-NE —E-N\F
AA=tH TZA=t-H

Exercise period Exercise price

30 June 31 December
2019 2018
(REERK) (B&EZ)
(Unaudited) (Audited)
HBRARL “F-hftAtH ZE—+tFtA+H —ET-—tFtAt+AZE B 45T 140,000 140,000
(B=EG) “E-=FtANA
Ms. Shi Huifang 10 July 2015 10 July 2017 0July 2017 to HK$1.45
(note (i) 9 July 2023
EE “Z-AFtAtH ZE—~FtATH ZE—FtAtHE B 45T 3,728,000 3,768,000
“T--FtANA
Employees 10 July 2015 10 July 2016 0 July 2016 to HK$1.45
9 July 2023
—h%E+A+H —E—+&tA+HR —E—tFtAt+AHZ B 45T 6,116,000 6,856,000
—Z-=F+AANA
10 July 2015 10 July 2017 0 July 2017 to HK$1.45
9 July 2023
9,984,000 10,764,000
Mzt Note:

(i) HBEFEXIRAAFNEF-—RMBARZ
BE WARABSEETFIAE2RE  BAitA
FTFRIREZHEAN

(i) Ms. Shi Huifang is an employee of one of the Company's subsidiaries
and is the spouse of Mr. Wang Zijiang who is a Director and therefore
an associate of Mr. Wang Zijiang.
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18. U251\ (£&) 18. SHARE-BASED PAYMENTS (Continued)

77 R AR 02 B) TR AR 39 45 M A

Movement and weighted average exercise prices of the Company’s

e share options are as follows:
ZE-hAFARA=TA —E-N\&t+H=+—H
30 June 2019 31 December 2018
hn#EF19 TG
TEE BREHE 1T E iR A
Weighted Weighted
average Number of average Number of
exercise share exercise share
price option price option
(REER) (REER) (&%) (&%)
(Unaudited) (Unaudited) (Audited) (Audited)
REH,/EHHAKITE  Outstanding at beginning of B 1457 AR 457
the period/year HK$1.45 10,764,000 HK$1.45 11,084,000
REIR,/ F R8I Forfeited during the period/year - (780,000) = (320,000)
WERR, /R AKRTTE  Outstanding at the end of B 1,457 B 457T
the period/year HK$1.45 9,984,000 HK$1.45 10,764,000

HAR MR ITEBRE 2 TEE BB K145
T(ZEBE—N\EFE+=-_A=+—H8:#EH¥1.45
TL) c INREEE MR A N RAF (=T -\
F+-_A=+—H:45%F) -

HAZR M) 2R 77 {52 B8 IR M 42 B Fh /519,984,000( —
Z—N\F+ZA=+—H:10,764,000) {7 ¥
MEEESFE IRl F1T{E -

19. HEMHB AT 19.

(@) HN=—ZE—hEA=-++tH  L&mEmh
BBV E=FEIHEWE B £
B1ELRE AR &R (E AR990,000
THEERNIHEE2DRE ([H
B IHEBEZTEEBERER
HECITER HEERZZT—NEN
A=+ N\B%EmK-

32 AECIZBRERAT  —E-AFREEES

The exercise price of share options outstanding at the end of the
period was HK$1.45 (31 December 2018: HK$1.45) and their
weighted average remaining contractual life was 4 years (31
December 2018: 4.5 years).

Out of the total number of options outstanding at the end of the
period, 9,984,000 (31 December 2018: 10,764,000) share options
had been vested and were exercisable.

DISPOSAL OF A SUBSIDIARY

(a) On 27 June 2019, Shanghai Dehong entered into a disposal
agreement with an independent third party pursuant
to which Shanghai Dehong agreed to sell entire equity
interests in Jiangsu Chunxiao, which is principally engaged in
manufacturing and sale of fine chemical products, at a cash
consideration of RMB990,000 (the “Disposal”). The Disposal
was completed on 28 June 2019.



19. HEMBAR (£)

(a)

(b)

(&)
REEER IHEENFAELEN
T~
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19. DISPOSAL OF A SUBSIDIARY (Continued)

(a) (Continued)

Total carrying amounts of net liabilities of Jiangsu Chunxiao as
at the date of Disposal were as follows:

ARBTT
RMB’000

REFAE Net liabilities disposed of
M BE KR Property, plant and equipment 14,448
BEEAE Right-of-use assets 15,103
FE Inventories 15,875
B IRITIFE K Pledged bank deposits 657
IRIT MRS R Cash and bank balances 4
B 5 e WK K E b FE RIE Trade and other receivables 10,509
BRI A E Deferred tax assets 305
B 5 e AR K E b FE S OB Trade and other payables (19,878)
B AREB A (b)) Amounts due to the Group (note (b)) (61,273)
VETE RIS Provision for legal claims (16,325)
(40,575)
ekl )= NG & Gain on disposal of a subsidiary 41,565
RIS NE Total cash consideration 990

MHEEMS RS RBITESKERAD

Analysis of the net inflow of cash and bank balances in respect of the

#r Disposal:
ARBT T
RMB’000
BEEEMEERNIRE RIRITA Cash and bank balances disposed of under the Disposal 4)
WRIFReRE Cash consideration received 990
HEMIRSRAFE Net cash inflow on the Disposal 986

RAGRAMIERER  TaEEN -
—N\EFE+-A=+—HBEMAKERYN
KIEBEE - RIEEE  TEHRFER
—E-AERNA=THEMNKEERL
TKIE A NR#61,273,0007T © %4584 E
ERAETEEFEAERFEEEEFN
KRIEELE ARY19,537,0007C © MER
TAR®A41,736,0007T A E I8/ 2 o
R T ER A B A A B IS AR S AN B 5
MATENE £ E  BRIEESEE R
BE R éﬂlJﬁﬁﬁE%ﬂ%ﬁ%ﬁ%%ﬁ/\E
41,736, 000%&7@%&@%1*77
AR E - R=F—HF A= -I—EIE’J
RS A M ERRE M ZAME R
FERTZRIB A R#E41,736 oooﬂ”ﬁmm%
E518 ©

(b) The amounts due to the Group by Jiangsu Chunxiao as at

31 December 2018 had been eliminated in preparing the
consolidated financial statements. Pursuant to the Disposal,
amounts due to the Group by Jiangsu Chunxiao as at 30 June
2019 was RMB61,273,000. This balance included an amount
of outstanding balance of RMB19,537,000, which is secured
by certain right-of-use assets and inventories whilst the
remaining amount of RMB41,736,000 is unsecured. In light of
the current financial situation and the suspended production
of Jiangsu Chunxiao as set out in note 11, the unsecured
outstanding balance of RMB41,736,000 is highly unlikely
recoverable in the foreseeable future, unless appropriate
amounts of financing sources are obtained. Impairment loss
on amounts due from this former subsidiary amounting to
RMB41,736,000 has been made accordingly in the condensed
consolidated financial statements as at 30 June 2019.
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20. BBARS 20. RELATED PARTY TRANSACTIONS
REBEEZZT—NFAA=+THIEHHE & During the period ended 30 June 2019, the Group entered into the
EHEEB AR ATRS following transactions with the related parties:

() HEMAINEARS (a) Significant transactions with related parties

BEAA=tTHLLAEA

Six months ended 30 June

—ZE-hF —T—)\F
2019 2018
AR®T T ARBTT
RMB’000 RMB’000
(REERZ) (REEEZ)
(Unaudited) (Unaudited)
T —KEEE R A Rental expenses to a related company in
(—NMNTESHR which one of the executive Directors
EmEmI Al THEER have beneficial interests and can
FEN)2HERAX exercise significant influence 257 257
A SEIER A RIMEF  Advances from ultimate holding company 15,782 =
(b) FEEEABERIRN (b) Compensation of key management personnel
AEEXEZERASHNEFH  BEEM Remuneration for key management personnel of the Group,
EEXNREN 2 HKIBERT including amounts paid or payables to the Directors were as
follows:
BZA~BA=1tHIEXEAR
Six months ended 30 June
—E-hF —T-N\F
2019 2018
AR¥ET T ARBTT
RMB’000 RMB’000
(REERZ) (REEEZ)
(Unaudited) (Unaudited)
ik Fees 184 166
e MBIEAk Salaries, discretionary bonus and
H b8 7 other benefits 1,098 2,026
RREFET B 51 Retirement benefit scheme contributions 45 69
1,327 2,261
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AREME

AEEZEAVBERBRSLZHEEME
& ARRABEFEM,HIKE -

AEENTRMIESMEENABENARE
SRENFAREAMS A BERE AEMEK
R ANEE R EFENRAETREMN
RAERTRERNBABNATEREZEMN
DRTRAH (TRAERER])

o FE—AJ:HREBAEEETSH R
B CREHE) :

o FE_AJ: A AERAMENABRE
MNE - HEE — R A BRI

o  F=AH:TuERBAE (XA
MIZEIE)

HE DHERMERNSERNBAEBLER
R HBEN QA EABEE
TE HAERFIcHNBEESBELN
HAfR A RERR -

TREFIRDAERBED 2L AREARK
ZEBMTRZAH:

21.

FAIR VALUE MEASUREMENT

A number of assets and liabilities included in the Unaudited
Condensed Financial Information require measurement at, and/or
disclosure of, fair value.

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

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

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

E—4 | FE=RH B
Level 1 Level 2 Level 3 Total
AREFTT AREF T ARET T AREFTT
RMB'000 RMB'000 RMB'000 RMB‘'000
RZZE-NFARHA=TH As at 30 June 2019
(REFEZ) (Unaudited)
BAnETAEMEEWE  Financial asset at fair
(MRRARERTAHM value through other
FENE]) cEREE comprehensive income
("FVOCI")
—EWEE — Bills receivable - 119,683 - 119,683
RZZ—NFE+-A=+—H Asat31 December 2018
(REZ) (Audited)
BRAREFAEMEMmWEZ Finandial asset at FVOC|
— W EE -Bills receivable - 107,849 = 107,849

FRRZEN R EREBEREMEE AU
R TR Z Al M A XRER A RKIR SR
£ ERRABRMESRERMSF-

HE-_Z-NAENA=1THILER W&
F—MAERE KA AREEREESRE
ASEHE=FHNEL (- N\F+_A
=+t—H:#&)-

The fair value of bills receivable has been calculated by discounting
the expected future cash flows using rates currently available for
instruments with similar terms, credit risk and remaining maturities.

During the six months ended 30 June 2019, there was no (31
December 2018: Nil) transfer between level 1 and level 2 fair value
hierarchy or transfer into or out of level 3.
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22.

36

(a

(b)

©

AREETERERAT

BREANFT TN RBRERRRF
FAAFIBEHENMEE13(a)

BRERRRANMDIEER
FF

SRAFEFE BRHIEE13(b) - TrakaRan
ERRE R

ERARENEZEARNEEZN
EERERF

R-ZZT—N\F+ 7 AQakEA A%
WA R B R T A RER ([
BEZER ) BEHzmS S REME
F—REREEANRTESROAR
#4,980,000TT AL D - Z S FHE R =
T NFE+-A=1+—BNEGEAHE
MRERFEREESEMNE-

R-Z—N\F+—H aRZHEmE
REZBEHEAE R RN SREAMHRE
RN EERT LR - MR R H R
FREREE o I - MR B SRIR R
BRGER REBEENE RAE%H
AR¥800,000TERBEES -

A—E—NFE—A-+NHE  #HE=
SEBR on < B A S TE 7] 5% £ B 7 S A+
#a5E A R ¥E5,043,0000T  H AR B IEE
ZEMNBHOREZRFES - REZ
HERERERFRBRESALY
F AR¥278,000tHIEEER ([VEFT @
S]) ZEESIAN T —\F+=
B=+—BREZREHBEHRERER

RZFE-NFANARR EEZEER
BRI A EERER S S TH
RES WO AEBBRES ESRTRER
REAMMBA - AR R EHERFRE -
AERNREER - NERA=1
BEZHERES-

—E-AFRHRE

22. LITIGATIONS

(a)

(b)

(@)

Legal proceedings of claim of recovering the
Deposits

Details of the litigations are set out in note 13(a).

Legal proceedings of dispute as guarantor

Details of the litigations are set out in note 13(b) and have
been resolved during the period.

Legal proceeding of dispute of unsettlement
of a trade payable

In October 2018, Weifang Parasia, a subsidiary of the
Company, received an order from Weifang Hanting District
People’s Court (the “Weifang Hanting Court”) to settle
outstanding balances due to one of its coal suppliers with
approximately RMB4,980,000. This amount was recognised
as trade payable in the consolidated statement of financial
position as at 31 December 2018.

In November 2018, Weifang Parasia counterclaimed this
supplier for breaching the terms of various supply contracts,
which led to the failure of electric heating supply and
delayed its production schedules. Therefore, Weifang Parasia
requested 5% of the aggregate contracted amounts of
RMB800,000 as compensation according to the terms of
supply contracts.

On 24 January 2019, the Weifang Hanting Court ordered that
Weifang Parasia should pay a total sum of RMB5,043,000
which included the outstanding and accrued interest up
to the date of settlement, whereas this supplier should
pay the compensation of RMB278,000 to Weifang Parasia
under counterclaim (the “Court Order”). The compensation
amounts have not been recognised in the consolidated
financial statements as at 31 December 2018.

On 5 June 2019, after the negotiation with this supplier,
Weifang Parasia accepted the compensation under the Court
Order and recognised as other income accordingly in the
condensed consolidated income statement and agreed to
withdraw the counterclaim. All outstanding amounts have
been settled to this supplier as at 30 June 2019.
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Management Discussion and Analysis

BUSINESS REVIEW

The business environment remained challenging during the period under
review. Due to the escalating tension in the Sino-US trade dispute, the
economy of the PRC was losing steam. Besides, the stringent regulatory
requirements of the PRC government regarding safety and environmental
protection exerted further pressure on chemical enterprises operating
in the PRC. As a result of intensified market competition, a further
decrease in the average selling prices of the Group’s products was
recorded. To cope with the challenging business environment, the Group
acted swiftly to adjust its business strategies, adopted proactive sales
and marketing strategies, employed a market-oriented approach to fine
turn the composition of product portfolio of the Group, focused on the
products with market potential for further promotion and development,
and explored new markets and expand customer base constantly. As a
result, the Group successfully jump-started the business performance
and recaptured its market share. Both sales volume and revenue of the
Group increased as compared with the corresponding period of last year.
In addition, the Group is capable to source raw materials cost-effectively
by adopting effective procurement strategies and thus the cost of raw
materials was reduced. Coupling with the declined overall price of raw
materials, the cost of raw materials of the Group decreased as compared
with the corresponding period of last year. Furthermore, the Group
concurrently implemented effective cost control comprehensively to
enhance production efficiency. Both gross profit and gross profit margin
of the Group improved significantly as compared with the corresponding
period of last year. However, the Board decided to cease the production
activities of Jiangsu Chunxiao Pharmaceutical & Chemical Co., Ltd. (;T
FREEEE TR AR AR (“iangsu Chunxiao”), a former wholly-
owned subsidiary of the Company, in April 2019 to save and reallocate
resources to other core business activities of the Group. Consequently,
a one-off impairment loss on the property, plant and equipment due to
cessation of production of Jiangsu Chunxaio affected the financial results
of the Group. The Group eventually reported a net loss for the period
under review.

The Group completed the disposal of the entire equity interest in Jiangsu
Chunxiao on 28 June 2019. The Group re-allocated resources and
concentrated to develop its core business activities thereafter. For further
details, please refer to the announcement of the Company dated 27 June
2019.
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BUSINESS REVIEW (Continued)

Despite the Group recorded a net loss in its financial results during the
period under review, the external uncertain factors have been gradually
tapered off. The Group's senior management has grasped the current
business situation and implemented several effective countermeasures
to improve the business competitive edges of the Group progressively.
Meanwhile, the Group has constructed production lines for two new
products in 2017. One of them has been launched to the market and
made contribution to the Group's revenue during the period. As at the
date of this report, the Group obtained approval from the relevant local
authorities for sales and manufacturing of the other new product and the
trial production has been commenced. The Group believes that following
the commercial production of this new product, the product portfolio
of the Group will be further enriched, and the advantages of a vertically
integrated business model of the Group will be further enhanced. Besides,
the Group has increased investment in the research and development
to broaden its products portfolio, optimise its deployment of production
capacity and improve the product layout strategy with an aim to sustain
its long-term business growth.

During the period under review, the Group has kicked-off the relocation
of the production facilities of Weifang Parasia Chem Co., Ltd. (“Weifang
Parasia”), a wholly-owned subsidiary of the Company. The production
facilities of Weifang Parasia will be relocated to the production site of
Weifang Binhai Petro-Chem Co., Ltd. (“Weifang Binhai”), a wholly-
owned subsidiary of the Company, by phases. The relocation would
be carried out orderly without materially and negatively impact on the
production and operation of the Group as a whole. The Group believes
that upon the completion of the relocation, the resource allocation will
be more effective, the circular economy production system will be further
deepened, and the overall operating costs will be reduced, all of which
will benefit to future business development of the Group.

Cyanide and its derivative products

Cyanide and its derivatives are the core products which accounted for
92.3% of the total revenue of the Group. During the period under review,
in spite of challenging business environment and intensifying market
competition, the revenue of this segment increased as compared with
the corresponding period of last year on the back of higher sales volume
attributable to proactive sales and marketing strategies. The combined
effect of the decrease in the cost of raw materials and implementation
of effective production and operation controls during the period under
review resulted in significant improvement in the profit of this segment.
The Group will continue to adopt effective marketing strategies and
increase the investment in the research and development to drive the
growth of this segment going forward.
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BUSINESS REVIEW (Continued)

Alcohol products and chloroacetic acid and its derivative
products

The other two segments of products of the Group comprised alcohol
products and chloroacetic acid and its derivative products, both of
which are playing a supporting role in the production of cyanide and its
derivative products by way of internal consumption. During the period
under review, the external revenue from alcohol products decreased while
the external revenue from chloroacetic acid and its derivative products
increased. The aggregate revenue of these two product segments
accounted for 4.7% of the total revenue of the Group. The Group
will ensure sufficient internal supply stably, and continuously enhance
production and operation efficiency of these segments with an aim to
strengthening the cost competitiveness of cyanide and its derivative
products.

Outlook

As regards to the outlook for remaining financial year of 2019, the PRC
economy shows signs of further slowing. The consolidation towards
the chemical industry and fierce market competition exerted pressure
on product prices persistently. Besides, the requirements on safety and
environmental protection governance by the state will drive up the
manufacturing costs of the chemical enterprises. Against the backdrop
of the challenging business environment, the Group will take prudent
approach, including focusing its efforts on the sales and marketing
resilience, cost reductions, productivity improvement, continuous
streamlining of operational efficiency etc. in order to uplift the profit
margin on an ongoing basis. In the meantime, the Group will enhance
new product development strategies by proactively developing new
products to tap potential markets as well as increasing the optimalisation
of production capacity to enhance economies of scale. The Group believes
that these measures can promote business and improve the results of the
Group so as to align with the Group’s sustainable business development.

The Board is cautiously optimistic in the underlying business, development
strategies and long-term prospects of the Group. It is believed that the
Group will sustain steady and robust development in the future. It has
always been part of unswerving commitment of the Board to enhance
return to the shareholders of the Company.

DIVIDEND

The Directors do not recommend the payment of any interim dividend
for the six months ended 30 June 2019 (six months ended 30 June 2018:
Nil).
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FINANCIAL REVIEW

Revenue and gross profit

By virtue of the effective sales and marketing strategies adopted by
the Group to boost the sales volume and recapture market shares,
the revenue of the Group for the six months ended 30 June 2019
reached approximately RMB688.1 million, representing an increase
of approximately RMB126.1 million or 22.4% as compared with
approximately RMB562.0 million recorded in the corresponding period
last year despite the average selling price decreased further caused by the
keen market competition. The gross profit of the Group also increased
substantially to approximately RMB108.4 million, representing an
increase of approximately RMB73.5 million or 211.0% as compared with
approximately RMB34.9 million recorded in the corresponding period last
year. The increase in gross profit was mainly due to (i) adopting effective
procurement strategies to source raw materials more cost effectively;
(i) declining in the overall price of raw materials; and (iii) controlling
the production overheads effectively. The gross profit margin for the
six months ended 30 June 2019 increased by 9.6 percentage points to
15.8% (six months ended 30 June 2018: 6.2%).

Gain on disposal of a subsidiary and impairment loss on
amounts due from a former subsidiary

On 28 June 2019, the Group has completed the disposal of the entire
registered and paid up capital of Jiangsu Chunxiao at a total consideration
of RMB990,000 (the “Disposal”). The net proceeds of the Disposal has
been used as general working capital of the Group. For details, please
refer to the announcement of the Company dated 27 June 2019. After
the Disposal, the Group has carried out an impairment test assessment
for the long overdue debt owing by Jiangsu Chunxaio. The total amount
due from lJiangsu Chunxiao to the Group as at 30 June 2019 was
approximately RMB61,273,000, out of which an amount approximately
of RMB41,736,000 is unsecured and highly unlikely recoverable in the
foreseeable future. Hence, impairment loss on amounts due from this
former subsidiary was recognised during the period.

Operating expenses

Selling expenses increased by approximately RMB4.4 million from
approximately RMB25.3 million in the corresponding period last year to
approximately RMB29.7 million. Such increase was mainly due to the
increase in transportation costs and sales commission expenses. The
selling expenses accounted for 4.3% of the Group’s revenue (six months
ended 30 June 2018: 4.5%).

Administrative and other operating expenses amounted to approximately
RMB73.3 million, which increased by approximately RMB18.7 million
from approximately RMB54.6 million in the corresponding period in last
year. The increase was principally due to (i) the written off of property,
plant and equipment of Jiangsu Chunxiao of an amount of approximately
RMB34.9 million (six months ended 30 June 2018: RMB18.3 million) and
(i) an increase in research and development expenses during the period
under review. The administrative and other operating expenses accounted
for 10.6% of the Group’s revenue (six months ended 30 June 2018:
9.7%).
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FINANCIAL REVIEW (Continued)

Finance costs represented interests on bank borrowing and advances
from the ultimate holding company which decreased by approximately
RMB1.6 million to approximately RMB1.3 million (six months ended 30
June 2018: RMB2.9 million) as compared with the corresponding period
last year. As the Group obtained new finance from the ultimate holding
company since the second half of 2018, the interest rate for the advances
from ultimate holding company is lower than that of bank borrowing,
this accounted for the decrease of finance cost during the period under
review.

Loss for the period

As mentioned previously, the gain on the Disposal was almost off-set
by the impairment loss on amounts due from Jiangsu Chunxiao due to
the Disposal. While the cessation of production of Jiangsu Chunxiao
led to the written-off of property, plant and equipment causing a net
loss for the period attributable to owners of the Company amounting
to approximately RMB11.5 million (six months ended 30 June 2018:
RMB36.0 million). Excluding the impacts of such one-off items, the profit
for the period attributable to owners of the Company should reach
approximately RMB23.5 million.

Trade and bills receivable

As at 30 June 2019, trade receivables (net of loss allowance) increased
to approximately RMB232.2 million, representing an increase
of approximately RMB33.5 million or 16.9% as compared with
approximately RMB198.7 million recorded as at 31 December 2018.
About 74.7% of trade receivables were incurred in the second quarter
of this year which are not yet due, 17.4% of trade receivables were
incurred in the first quarter of this year and 7.9% of trade receivables
are overdue over 180 days. Up to the date of this report, over 51.0%
of trade receivables have been subsequently settled. After assessing
the creditworthiness of these customers, the Directors considered that
no further bad debt allowance was required on the balance of trade
receivables as at 30 June 2019.

As at 30 June 2019, bills receivable amounted to approximately
RMB119.7 million and increased by approximately RMB11.9 million or
11.0% as compared with the balance of approximately RMB107.8 million
recorded as at 31 December 2018. 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 reputable licensed banks in the PRC. Accordingly, the
Directors considered that no allowance for doubtful debt was required
because of the associated low default risk.
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FINANCIAL REVIEW (Continued)

Short-term bank borrowing and advances from the
ultimate holding company

Short-term bank borrowing was raised in the PRC at floating interest rates
and is denominated in Renminbi. As at 30 June 2019, short-term bank
borrowing was RMB20.0 million, which was no change as compared
with the balance as at 31 December 2018. The advances from the
ultimate holding company amounted to approximately RMB83.6 million,
representing an increase of approximately RMB16.1 million or 23.9%
as compared with the balance of approximately RMB67.8 million as at
31 December 2018. The increase in advances from the ultimate holding
company was mainly to finance the general working capital of the Group
and accrued interest.

Liquidity and financial resources

For the six months ended 30 June 2019, the Group's primary sources of
funding included the net cash inflow generated from operating activities
of approximately RMB55.7 million (six months ended 30 June 2018:
RMB35.6 million), newly raised bank borrowing of RMB20.0 million (six
months ended 30 June 2018: RMB20.0 million), newly raised advances
from the ultimate holdings company of approximately RMB15.0 million
(six months ended 30 June 2018: Nil), net proceeds from the disposal
of a subsidiary of approximately RMB1.0 million (six months ended 30
June 2018: Nil) and interest received of approximately RMBO0.2 million
(six months ended 30 June 2018: RMB1.1 million). With the financial
resources generated by the Group’s operations, the Group had spent
approximately RMB80.5 million (six months ended 30 June 2018:
RMB68.0 million) in the acquisition of the property, plant and equipment,
bank borrowing repayment of RMB20.0 million (six months ended 30
June 2018: RMB54.7 million), interest paid of approximately RMBO0.5
million (six months ended 30 June 2018: RMB2.8 million) and there was
no dividend payment made (six months ended 30 June 2018: RMB7.2
million).

As at 30 June 2019, the Group had pledged bank deposits and bank
and cash balances of approximately RMB42.2 million (31 December
2018: RMB51.8 million). The total amount of outstanding borrowings
was approximately RMB108.0 million (31 December 2018: RMB92.9
million). The gearing ratio of the Group (which is represented by the
ratio of net debts (total borrowings net of bank and cash balances and
pledged bank deposits) to total shareholders’ equity) was 5.2% (31
December 2018: 3.2%). The net current assets increased to approximately
RMB245.8 million (31 December 2018: RMB211.6 million) as a result of
the improved operating activities of the Group during the period under
review.
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FINANCIAL REVIEW (Continued)

Liquidity and financial resources (Continued)

By virtue of the Group’s financial position with cash inflow generated
from the operating activities and available credit facilities obtained from
the banks and the ultimate holding company, the Group is capable
of meeting its foreseeable capital commitments and working capital
requirements. Nevertheless, the Group will continue to manage its
working capital closely and cautiously and dedicate itself to keeping a
sound liquidity position to support future business expansion.

During the period under review, the Group did not use any financial
instruments for hedging purposes.

Pledge of assets

As at 30 June 2019, a bank deposit of approximately RMB6.8 million
(31 December 2018: Nil) and bills receivable of approximately RMB6.5
million (31 December 2018: Nil) were pledged for bank acceptance bills
facilities and no other pledged bank deposit (31 December 2018: RMB2.0
million bank deposit was a security deposit requested by the relevant
local authority to assure compliance of local environmental and safety
production practices and bank accounts with deposits of approximately
RMBO.7 million were frozen to secure litigation cases under the PRC court
orders).

Contingent liabilities

As at 30 June 2019, the Group had no material contingent liabilities (31
December 2018: Nil).

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 RMB exchange rate movements during
the period under review. Most of the Group’s income and expenses are
denominated in RMB except for the Group’s export sales which are, 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 period under review. Besides, the Group will consider adoption of cost
efficient hedging methods in the future foreign currency transactions as
and when appropriate.
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HUMAN RESOURCES

As at 30 June 2019, the Group has 1,370 full-time employees (31
December 2018: 1,428 full time employees). The decrease in the number
of employees was mainly due to the effort to streamline business
operations of the Group resulting in manpower reduction and the
Disposal during the period under review.

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 his or her 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 product 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 of the Group’s employees.

The Group 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. No share option of the Company
has been granted during the period under review.

DIRECTORS' AND CHIEF EXECUTIVE'S INTERESTS IN
SECURITIES

As at 30 June 2019, the interests and short positions of the Directors,
chief executive of the Company (the “Chief Executive”) and their
associates in the shares of the Company (the “Shares”), underlying Shares
and debentures of the Company and its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance (the
“SFO")) which were notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests
and short positions which any such director or chief executive was taken
or deemed to have under such provisions of the SFO) and were recorded
in the register maintained by the Company pursuant to section 352 of
the SFO, or which were notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by Directors of
Listed Issuers (the “Model Code”) contained in Appendix 10 to the Rules
Governing the Listing of Securities on the Stock Exchange (the “Listing
Rules”), were as follows:
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DIRECTORS' AND CHIEF EXECUTIVE'S INTERESTS IN

RBRGBZEE Long position in the Shares
BEAATF
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Number of  share option scheme
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Director corporation the Shares 4 October 2006  Capacity Share
Bt U (FHEE) 151,840,000 - REAEzER 68.55%
Mr. Liu Hongliang Cheerhill (Note 1) (FtzE2) Interest of controlled
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Wang Zijiang.

1 August 2018.

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,
respectively. As at 30 June 2019, Mr. Wang Zijiang is executive Director;
while Mr. Liu Hongliang and Mr. Guo Yucheng are non-executive Directors.

Mr. Liu Hongliang is deemed to be interested in 584,000,000 Shares referred
to in Note 1 above by virtue of his 38% interests in Cheerhill.

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

Mr. Chen Xiaohua was appointed as a general manager of the Company on

Save as disclosed above, as at 30 June 2019, none of the Directors and
Chief Executive, nor their associates had or was deemed to have any
interests or short positions in the Shares, underlying Shares or debentures
of the Company and any of its associated corporations (within the
meaning of Part XV of the SFO) which had been recorded in the register
maintained by the Company pursuant to section 352 of the SFO or which
had been notified to the Company and the Stock Exchange pursuant to

the Model Code as set out in the Listing Rules.

At no time during the period under review, was the Company or any of
its holding companies, its subsidiaries or its fellow subsidiaries a party to
any arrangement that enables the Directors and the Chief Executive or
their spouse and children under 18 years of age to purchase any shares

or underlying shares in, or debentures of, the Company or its associated

corporation.
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SUBSTANTIAL SHAREHOLDERS

As at 30 June 2019, the following person who held interests of 5%
or more of the issued share capital of the Company, other than the
Directors, was recorded in the register of members required to be kept by
the Company pursuant to Section 336 of the SFO:

RRGBZHER Long position in the Shares
mERGHE, HEBTROBE
ey RN SRR =37 A E D E(%)
Number of Shares held/

interest in the Shares Approximate % in the
Name of shareholder and aggregated interest Capacity total issued Share
& (F&E) 584,000,000 BEamEEAA 68.55%
Cheerhill (Note) Beneficiary owner
B 5 - Note:
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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, respectively.

Save as disclosed above, as at 30 June 2019, the Company has not
been notified by any persons who had any interest or short position in
the Shares or underlying Shares 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 pursuant to section 336 of the SFO.

SHARE OPTIONS

Under the 2006 Share Option Scheme and 2016 Share Option Scheme,
share options would 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

SER-_ZE—RNFRA-THEBEKRIE-HR  Scheme was expired and terminated on 20 May 2016. Details of the
BIFE - TS NFEREAZIDREBERTENHE  movement in outstanding share options, which have been granted under
RtEZ BB : the 2006 Share Option Scheme during the period were as follows:
ARAER RENERITE RE R 1T REBREH RERERTE

Outstanding Exercised Lapsed Outstanding
Category of at beginning during the during the at end
grantee of year period period of period
MRS 2t (HisE) 140,000 - - 140,000
Ms. Shi Huifang (Note 1)
REZERAE (E2) 460,000 - - 460,000
Mr. Chen Xiaohua (Note 2)
B8 10,164,000 - 780,000 9,384,000
Employees

10,764,000 - 780,000 9,984,000
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Other Information

SHARE OPTIONS (Continued)

Note 1: Ms. Shi Huifang is the spouse of Mr. Wang Zijiang who is executive
Director and therefore an associate of Mr. Wang Zijiang.
Note 2:  Mr. Chen Xiaohua was appointed as a general manager of the Company

on 1 August 2018.

During the period under review, no share option has been granted under
the 2016 Share Option Scheme.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS OF LISTED COMPANIES

The Company has adopted a code of conduct with standards no less
exact than those prescribed under the Model Code as set out in Appendix
10 to the Listing Rules for securities transactions by Directors. Upon
enquiry by the Company, each of the Directors has confirmed that he
has complied with the required standards as set out in the Model Code
and the Company's code of conduct regarding securities transactions by
Directors throughout the six months ended 30 June 2019.

The senior management, who, because of their offices in the Company,
are likely to be in possession of unpublished price sensitive information,
have been requested to comply with the provisions of the Model Code
and the Company's code of conduct regarding securities transactions by
Directors.

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

During the six months ended 30 June 2019, neither the Company nor any
of its subsidiaries had purchased, sold or redeemed any of the Company’s
listed shares.

CORPORATE GOVERNANCE PRACTICES

None of the Directors is aware of information that would reasonably
indicate that the Company is not, or was not during the six months ended
30 June 2019, in compliance with the Corporate Governance Code as set
out in Appendix 14 to the Listing Rules.

NOMINATION COMMITTEE

The nomination committee of the Company (the “Nomination
Committee”) is chaired by Mr. Liu Yang, an executive Director, with Mr.
Leung Kam Wan and Mr. Liu Chenguang, who are the independent non-
executive Directors, as the two other members. During the period under
review, no meeting has been held for the Nomination Committee.
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47



48

Hiw&

Other Information

YWEES

ARRHFHNEES ([FMEBENEFHEL
FRTERIRARELE BB =2KERE
VHMTEERBEEAL BUFNTEZRSG
ERERBTEFRIHRLE -ROEHAN WEA

RFrMZE8egs-

EREES

ARREZEREE ([ERZBE ) M=2BF
HITEERBELRLE (BEREZEEIR) 28X
FERBIRAREAR - REBEHAN EZEEE
B ()FEHARARAZETRAURER LT
A AEREETE AR BT R BHRERE (VEH
ARBVBLAZBME B LR B (iEAR
BB AZ AR B TN E R & RE
RRE M MWEMBEIZEMBEREN (F&
BRRAEM) YEREESELRE (WMF)
BERRESCEAARCERGRMBER - FX
ZEEMENAR AN LBRANRA 2 S5 EIE
TR ERRE -

REEFE
2
Bl

FE —ET-NFNAZTRE

AEETERERAT “E-NEFRPRE

REMUNERATION COMMITTEE

The remuneration committee of the Company (the “Remuneration
Committee”) is chaired by Mr. Liu Chenguang, an independent non-
executive Director, with Mr. Gao Baoyu, an independent non-executive
Director, Mr. Leung Kam Wan, an independent non-executive Director,
and Mr. Liu Yang, an executive Director, as the three other members.
During the period under review, no meeting has been held for the
Remuneration Committee.

AUDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”) comprises
the three independent non-executive Directors, namely, Mr. Leung Kam
Wan (chairman of the Audit Committee), Mr. Gao Baoyu and Mr. Liu
Chenguang. During the period under review, the Audit Committee had
(i) reviewed the accounting principles and practices, the Listing Rules,
internal controls and statutory compliance, and financial reporting
matters adopted by the Company; (i) reviewed the independence and
objectivity of the independent auditor of the Company; (iii) reviewed with
the independent auditor of the Company on the nature and scope of
the audit and reporting obligations; and (iv) reviewed the independent
auditor's management letter and made recommendations to the Board
for improvement (if any). The Audit Committee has reviewed the
Unaudited Condensed Financial Information. There is no disagreement
raised by the Audit Committee on the accounting treatment adopted by
the Company during the period under review.

On behalf of the Board
Liu Yang
Chairman

Hong Kong, 26 August 2019
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