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Condensed Consolidated Income Statement

BE-Z-_ZTF,NA=1+HI1E/NEA For the six months ended 30 June 2020

BEANA=THIEAMEAR

Six months ended 30 June

. —TNF
2020 2019
BsE ARET R ARETTT
Notes RMB’000 RMB’000
(RBEZR) (REEFEZ)
(Unaudited) (Unaudited)
=k Revenue 5 672,416 688,134
HERAR Cost of sales (546,762) (579,717)
EF| Gross profit 125,654 108,417
H AU AT S Other income and gains 5 8,354 2,863
HERX Selling expenses (24,918) (29,648)
THRREAMmEERS Administrative and other operating expenses (43,064) (73,257)
B RS R AR Finance costs 6 (6,586) (1,255)
&S B A FEs Gain on disposal of a subsidiary 19 - 41,565
U — R B FTE A BIZKIERY Impairment loss on amounts due
REREE from a former subsidiary 13 - (41,736)
RRAT S B ADER Profit before income tax 7 59,440 6,949
TS X Income tax expense 8 (19,030) (21,079)
EEF (BBR) Profit/(Loss) for the period 40,410 (14,130)
PEAEANHAEF], (B5#8) ©  Profit/(Loss) for the period attributable to:
PiN/NCIEZ SN Owners of the Company 48,034 (11,543)
FEVE Non-controlling interests (7,624) (2,587)
40,410 (14,130)
FETEARRA TS AW Earnings/(Loss) per share for profit/(loss)
BT, (B548) M= 2 attributable to owners of the
BREF (EE) Company for the period 10
- EARNEE — Basic and diluted AR#0.056 T ARKE(0.014) T
RMBO0.056 RMB(0.014)

° RECTERARAR —Z-ZFRHRE
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Condensed Consolidated Statement of Comprehensive Income
HEZZT-_ZTF XA =+HI1E/XMEA For the six months ended 30 June 2020

BEAA=THIEAHEAR

Six months ended 30 June

—ECEHF —ENF
2020 2019
ARET ARBFT
RMB’000 RMB’'000
(REERK) (REEEZ)
(Unaudited) (Unaudited)
EEF (EB) Profit/(Loss) for the period 40,410 (14,130)
Hit2E W& Other comprehensive income
HETWRERSES Item that may be reclassified subsequently
WamKkzEE : to income statement:
- MEFINETSI TSR — Exchange (loss)/gain on translation
EEZER of financial statements of foreign operations
(&B18R) M (421) 56
AEEMEE RS Other comprehensive income for the period (421) 56
A2 E KA Total comprehensive income for the period 39,989 (14,074)
EhE2EREEEE Total comprehensive income attributable to:
ZIN/NEIE 2 =N Owners of the Company 47,753 (11,471)
FEE b Non-controlling interests (7,764) (2,603)
39,989 (14,074)

Interim Report 2020 Tiande Chemical Holdings Limited °
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Condensed Consolidated Statement of Financial Position
MRZZE-_FFXA=FH As at 30 June 2020

—ECEF —E—NF
ANA=1H +-A=+—H
3 30 June 2020 31 Decembe\rj 2019
BaE AR¥T T AREFIT
Notes RMB’000 RMB'000
(REEER) (Je=1Zz)
(Unaudited) (Audited)
EEREEE ASSETS AND LIABILITIES
FRBEE Non-current assets
W% - BE KRE R Property, plant and equipment 11 1,140,408 1,108,946
R E Right-of-use assets 11 75,469 75,427
LB Investment properties 23,900 23,900
EEE Intangible assets 13,077 13,979
BB  WENRRZMZ  Deposits paid for acquisition of property,
ENEE plant and equipment 35,794 29,130
LR TRE = Deferred tax assets 26,047 27,419
1,314,695 1,278,801
REVEE Current assets
FE Inventories 125,362 102,406
B 5 IEUGR & R =R Trade and bills receivable 12 283,617 290,004
TE RN A EURIE  Prepayments and other receivables 13 67,186 63,451
BNEARH I8 & 2= Current tax assets 3,433 3,300
EEAIRITIF Pledged bank deposits 670 6,902
RITRIB ek Bank and cash balances 103,449 164,505
583,717 630,568
REEE Current liabilities
B Z NI R IENZE Trade and bills payable 14 27,018 44,443
FEI AR BRI Accruals and other payables
L FERTRRIR 15 188,473 267,405
BHAE Contract liabilities 24,030 15,803
RITE Bank borrowings 200,000 170,000
— 2 IR AR R B Advances from a non-controlling shareholder 5,824 5,682
5 £ S N E B Advances from ultimate holding company 75,649 64,659
mENIBEE Current tax liabilities 7,318 10,415
528,312 578,407
REBEEZE Net current assets 55,405 52,161
BEERRBERE Total assets less current liabilities 1,370,100 1,330,962
EREBEE Non-current liabilities
PFEIEUA Deferred income 5,822 6,473
BIEHIBRE Deferred tax liabilities 20,453 20,653
26,275 27,126
EERE Net assets 1,343,825 1,303,836
= EQUITY
&N Share capital 16 7,831 7,831
s Reserves 1,332,470 1,284,717
AATREE AELER Equity attributable to owners
of the Company 1,340,301 1,292,548
FEEFI RS Non-controlling interests 3,524 11,288
e Total equity 1,343,825 1,303,836

o RECTERARAR —Z-ZFRHRE



HHESEEHERER
Condensed Consolidated Statement of Cash Flows
HEZZT-FTF,XA=+HI1/5EA For the six months ended 30 June 2020

BEAA=THIEAHEAR

Six months ended 30 June

—ECEHF —ENF
2020 2019
AR%TR ARBFT
RMB’000 RMB’'000
(REER) (REEEZ)
(Unaudited) (Unaudited)
REXBKELEZRESKRE  Cash flows from operating activities
REEBMERE Cash generated from operations 65,298 59,053
EAEH Income tax paid (21,088) (3,396)
REHIEEL JINSHEE  Net cash generated from operating activities 44,210 55,657
REXEEE2HERE  Cash flows from investing activities
BEMHE BEIEE Purchases of property, plant and equipment (146,110) (80,467)
HEEHRAEEE Purchases of right-of-use assets (1,113) =
HEYE MENZEMAEZ  Proceeds on disposals of property,
FriS5RIE plant and equipment 409 =
BRI TR Decrease/(Increase) in pledged bank deposits
B, (480) 6,232 (4,733)
B UHLE Interest received 785 235
HEMB AR Net cash inflow from disposal of a subsidiary
BEmANERE - 986
RELKFTAZRELFEE  Net cash used in investing activities (139,797) (83,979)
MEXBEEZHSRE Cash flows from financing activities
BEAFILE Interest paid (5,540) (473)
BEIRITER Repayments of bank borrowings (20,000) (20,000)
FTIBIRITIER New bank borrowing raised 50,000 20,000
BAPERR A AR N Increase in advances from ultimate holding company 10,000 15,000
FMEXEBELEZHEFEE  Net cash generated from financing activities 34,460 14,527
HeRESEEER Net decrease in cash and cash equivalents
WD (61,127) (13,795)
HMIzRERELEEER Cash and cash equivalents at the beginning
of the period 164,505 49,105
HNEEZSE 2 HE Effect of foreign exchange rate changes 71 116
HMRZESRESEMEER Cash and cash equivalents at the end of the period 103,449 35,426
HeRESEEER Analysis of balances of cash and cash equivalents
EERROM
RITRBE A Bank and cash balances 103,449 35,426

Interim Report 2020 Tiande Chemical Holdings Limited a



RGeS ER
Condensed Consolidated Statement of Changes in Equity
HE_Z-_ZTF XA =+HI1E/XEA For the six months ended 30 June 2020

FATEEARGRR
Equity attributable to owners of the Company
A
BB nx EXfme  BRE
MEE  EfiEE  DEE  Foreign i FEbEs
e RMEE  HHBE  Supls  Property  Public cumency  Share  HftEE  REXH Non-  Hi
Share Share  Special  reserve revaluation  welfare translation option Other  Retained &t controlling Total
capital  premium  reserve fund  reserve fund  reserve  reserve  reserve profits Total interests equity

AERTR ARRTR ARMTR ARBTR ARETR ARETR ARMTR ARWTR ARMTR ARMTR ARBTR ARETR ARET:R
RMBOOO  RMBOOO  RMBO00  RMBO00  RMBO0D RMBOO0 RMBOOO RMBOOO  RMB000  RMBO00  RMB000  RMBO00  RMB(000

R=B=%%-H—A Balance as at 1 January 2020

£ (B2R) (Audited) 7831 114,822 31182 68,338 1,653 633 (4,921) 4706 279,661 788,643 1,292,548 11,288 1,303,836
SRUREERRIE (HF3E18)  Forfeltof share options (note 18) - - - - - - - (151) - 151 - - -
BEGE (1) Transfer to reserve (note) - - - - - - - - 867 (141467) - - -
HEAARS Transactions with owners - - - - - - - (151) 141467 (141316) - - -
KA/ (B8)  Profit/(Loss) for the period - - - - - - - - - 4803 48034 (762) 40410
Ht2EkE Other comprehensive income
BREIEBIHRR  Bchange loss on translation of financial

EfZEAER statements of foreign operations - - - - - - (281) - - - (281) (140) (@21)

BA2EKEEE  Total comprehensive income

for the period - - - - - - (281) - - 48,034 41,153 (7,764) 39,989
RZBZ%% Balance as at 30 June 2020
REZTHZESR  (Unaudited)
(REEH) 7831 114822 31182 68,338 1,653 633 (5.202) 4555 421128 695361 1,340,301 3524 1343825

MEE - HIR - —RRPERZIHNE2EMRBAREHRE  Note: A wholly-owned subsidiary established in the PRC capitalised its retained
T AE A A I E G A - profits to increase its registered capital during the period.

° RECTERARAR —Z-ZFRHRE
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Condensed Consolidated Statement of Changes in Equity

HE2—_Z-_ZF ;XA =1+HI1E7<EA8 For the six months ended 30 June 2020
NN 5
Equity attributable to owners of the Company
S
43 S Eile  EhE
Nt EfEE  DEE Foeign e SHEIER
A RDEE  BAEE  Supls  Property Public  currency Shae Rt REBEA Non- &
Share Share Special reserve  revaluation  welfare  translation option Other ~ Retained A3 controling Total
captal ~ premium Teserve fund reserve fund Teserve Teserve Teserve profits Total interests equity
NRBTFL ARETR ARETR ARMTR ARMTR ARETR ARETR ARMTR ARMTR ARMTT ARMTT ARETT ARETR
RMB000  RMB'O00  RMB'000  RMB'000  RMB'O00  RMB'000  RMB'000  RMB'000  RMB000  RMB'O00  RMB'000  RMB'000  RMB'000
R=F-N%-A-A2 Balance as at 1 January 2019
6 (E21) (Audited) 7831 114,822 31,182 68,338 1,653 633 (4,844) 5,255 69,065 977,183 1271118 21,282 1,292,400
SRAREERRIZ (1£18)  Forfeit of share options (note 18) = = = = = - - (490) = 490 = = =
HEEARS Transactions with owners - - - - - - - (490) - 490 - - -
KHER Loss for the period - - - - - - - - - Mys) (11543 258 (14130)
Eth2EkE Other comprehensive income
BRERIES Exchange gain/ (loss) on translation of financial
HiREEE, statements of foreign operations
EilE/ (B8) - - - - - - n - - - 7 (16) 5%
BR2EREEE  Total comprehensive income
for the period - - - - - - n - - (53 (147 (2603 (14,074)
RZB-h& Balance as at 30 June 2019
~B=THZES  (Unaudited)
(R2%H) 7831 114822 31,182 68,338 1,653 633 (4.772) 4,765 69,065 966,130 1,259,647 18679 1278326

Interim Report 2020 Tiande Chemical Holdings Limited °
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Notes to the Condensed Consolidated Financial Statements
HE-ZT-FTF,XA=+HI1/5EA For the six months ended 30 June 2020

1.

—BERRRERER

REETERERAR ([AAA]) B—ME
EHRSHEREBERAERSARDAZMAKIIZ
EREERAT o NARIFFMIFERE 2 ik
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FHIEE2

@ RECTERARAR —Z-ZFRHRE

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,
P.O. Box 2681, Grand Cayman KY1-1111, Cayman Islands. The
Company’s shares are listed on 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 directors of the Company (the “Directors”) consider 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 2020 (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 authorised
and approved for issue by the board of the Directors (the “Board”)
on 28 August 2020.

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 2019
(the “2019 Annual Financial Statements”).

The Unaudited Condensed Financial Information has been prepared
in accordance with the same accounting policies adopted in the
2019 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 2020. Details of the changes in accounting policies are set
out in note 2.
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Notes to the Condensed Consolidated Financial Statements
HEZZT-FTF,XA=+HI1/5EA For the six months ended 30 June 2020
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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.

The worldwide COVID-19 pandemic has evolved rapidly that
adversely affected the economic activities for the six months ended
30 June 2020. The Group's revenue has inevitably been affected to
a certain extent during the first half of the year but the related impact
to the overall operating results has been offset by the decrease
in the price of raw materials and the implementation of effective
procurement strategies to contain the cost of raw materials as well
as the adoption of effective cost control measures on production
overheads which altogether enhanced the gross profit. Given the
extent and duration of the COVID-19 pandemic remain uncertain,
the Group’s estimates and assumptions may evolve as conditions
change and the 2020 full year actual results could differ from those
estimates. The Group will remain vigilant and closely monitor the
development of the COVID-19 situation and will evaluate its impact
on the Group’s financial position and operating results accordingly.

PRINCIPAL ACCOUNTING POLICIES

In the current interim period, the Group has applied or early
adopted, for the first time, the following new or revised standards,
amendments and interpretations (“new or revised HKFRSs") issued
by the HKICPA, which are relevant or effective for the Group’s
financial year beginning on 1 January 2020:

Amendments to HKAS 1 Definition of Material

and HKAS 8
Amendments to HKFRS 16 COVID-19 Related Rent Concession

Conceptual Framework for
Financial Reporting

Revised Conceptual Framework
for Financial Reporting

Interim Report 2020 Tiande Chemical Holdings Limited °
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Notes to the Condensed Consolidated Financial Statements
HE-ZT-FTF,XA=+HI1/5EA For the six months ended 30 June 2020
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2.

PRINCIPAL ACCOUNTING POLICIES (Continued)

The application of new or revised HKFRSs that are relevant and
effective from 1 January 2020 or not yet effective but early adopted
by the Group did not have any significant impact on the Group’s
accounting policies and no material effect on the amounts reported
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:

Annual Improvements to
HKFRSs 2018-2020"

Annual Improvements to
HKFRSs

Classification of Liabilities as Current
or Non-current?

Property, Plant and Equipment —
Proceeds before Intended Use'

Onerous Contracts — Cost of
Fulfilling a Contract!

Reference to the Conceptual
Framework’

Amendments to HKAS1
Amendments to HKAS 16
Amendments to HKAS 37

Amendments to HKFRS 3
(Revised)

! Effective for annual periods beginning on or after 1 January 2022

2 Effective for annual periods beginning on or after 1 January 2023

The Group is not yet in a position to state whether these
amendments will result in substantial changes to the Group’s
accounting policies and financial statements.

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 2019 Annual
Financial Statements.
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Notes to the Condensed Consolidated Financial Statements
HEZZT-FTF,XA=+HI1/5EA For the six months ended 30 June 2020
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4.

SEGMENT INFORMATION

The Group identifies operating segments and prepares segment
information based on the regular internal financial information
reported to the chief operating decision makers (i.e. executive
Directors) (the “CODM") for their decisions about resources
allocation to the Group’s business components and for their review
of the performance of the components.

For the corresponding period of last year, the Group identified the
following reportable segments which were business components in
the internal financial information reporting, they were within the
scope of HKFRS 15 Revenue from Contracts with Customers. These
reporting segments were determined following the Group’s major
product and service lines:

0) 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.

In the second half of 2019, the business components of the Group
were reassessed, which within the scope of HKFRS 15 Revenue
from Contracts with Customers, the research and development,
manufacture and sale of fine chemical products of the Group are
identified as a single operating segment. This single operating
segment is reported in a manner consistent with the internal
financial information reporting provided to the CODM.

The impact of the abovementioned change in the Group’s
reportable operating segments for the six months period ended 30
June 2019 is considered retrospectively and the Group’s segment
information is re-presented as if the Group had been operating as
a single operating segment since the beginning of the reporting
period.

Revenue for sale of fine chemical products 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.
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SEGMENT INFORMATION (Continued)

The Group’s disaggregated revenue from customers are divided into

the following geographical areas:

BZEAB=1+HLXEA
Six months ended 30 June

—ECEH —T-NF

2020 2019

ARET T ARBT T

RMB’000 RMB’000

(REBER) (R#&EZ)

(Unaudited) (Unaudited)

FRE (i) The PRC (domicile) 507,286 533,702
ENfE India 49,549 51,017
EH United States of America 27,263 20,380
b Spain 19,944 11,352
= Taiwan 11,369 8,349
Hh Others 57,005 63,334
672,416 688,134

BFZRE| D AERKERRBEAE -

@ RECTERARAR —Z-ZFRHRE
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LRAREMRA NS 5.
AEEXEXBEHRNZEXBROERZ

REVENUE AND OTHER INCOME AND GAINS

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

HWARBERIAT - gains recognised during the period are as follows:
BEAA=1+HLAXEA
Six months ended 30 June
—EBC-ERF —EhF
2020 2019
AR%T R AREETTT
RMB’000 RMB'000
(REEER) (REEEZ)
(Unaudited) (Unaudited)
REEFEFITLEHZ Revenue from contracts with customers

=2
HERBM TE®D Sale of fine chemical products 672,416 688,134
H AU AR 2 Other income and gains
BT A7 B Government grants 4,231 1,010
RITHEWA Bank interest income 785 235
IRIEU A S B Release of deferred income 651 651
A WA Rental income 318 362
HEME - Gain on disposal of property,

R AN R A D W s plant and equipment 309 =
Rl G Exchange gains, net 1,980 130
HIBULA Sundry income 80 475

8,354 2,863
Bt #& B A 6. FINANCE COSTS

BZEASA=1+HIEARAEA
Six months ended 30 June

—E-EF —E-NEF
2020 2019
AR¥TR AREFIT
RMB’'000 RMB’'000
(REER) (RECFEZ)
(Unaudited) (Unaudited)
IBITERFE - 2515 Interest on bank borrowings, all of which
HEREKEEENR contain a repayment on demand clause 5,923 473
BRI A BB KA TS Interest on advances from ultimate
holding company 663 782
6,586 1,255
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HE—

7.

BR A 1S B¢ Az R

7. PROFIT BEFORE INCOME TAX

BEANA=THIEAEAR

Six months ended 30 June

—E-ZF —NF
2020 2019
ARET T ARBTTT
RMB’000 RMB’'000
(REEER) (R#g#Z)
(Unaudited) (Unaudited)
BR TSR A& 1 Profit before income tax is arrived
Bk, (BTA) at after charging/(crediting):
=T Directors’ remuneration
-8% — Fees 215 184
- ¥ - MIBTEAREAM — Salaries, discretionary bonus and other benefits
=l 839 807
— RREFIET B ALK — Retirement benefit scheme contributions 5 27
1,059 1,018
HAthfg B A Other employee costs 62,511 69,951
RIREFET IR Retirement benefit scheme contributions 813 4,647
“BIE SRR Total employee costs 64,383 75,616
R E Amortisation of right-of-use assets 1,071 839
BRRRAX 2 FEKA Cost of inventories recognised as an expense
(F=ED) - 845 - (note (7)), including: 545,288 578,290
- WoRZE R E#3FE 2 — Reversal of write-down of inventories to
FEZODESRE net realisable value (198) (4,458)
- MWORZERIZIBFEZFE - Write-down of inventories to
net realisable value 1,906 1,300
W BEREEZITE Depreciation on property, plant and equipment 54,347 54,137
Y - BB KR 2 s Write-off of property, plant and equipment
(BtEE11) (note 11) - 34,847
2 W REEE (Reversal of)/Provision for impairment losses
([E14)/ B (MH3E12) on trade receivables (note 12) (2,489) 3,593
JEU— R AT B A RIZKIEH)  Impairment losses on amounts due from
JEEE (BHEE13) a former subsidiary (note 13) - 41,736
B AEENEERNK Lease payments in respect of short-term leases 2,147 1,061
MW AR H Rental income less outgoings (293) (338)
RFEAAS (B EE (i) Research costs (note (ii)) 21,076 13,852

@ RECTERARAR —Z-ZFRHRE
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HE

>

BRATEBANGER (42)

e

(0

(ii)

s

EHRAAAINGEERABEARE
52,515,000 (B2 =T —NFA=7
HiEAMEA - AR¥S51,795,0007T) 2
AITER S R AR 44,718,000 (B E
—ZT-AFERNA=ZTHLEAEARA: AR
58,770,000 T) 2 HHEAEEMA - 2L 258
MERELEXSBR I EBRNESEN -

NAMBEBERzEEMRESBARE
198,000 (BRZE=—FT—NFA~A=1HIL
SNE A AR#4,458,0007T) B E1E - R
EREBEER SR FELHAN LA -

R A B R A R ¥337,000T (B 2
—E-AFEANAZTHLEAEA: AR
#440,000T) ZHEBENMERI K AR
7,853,000 0 (BE=_F—hFNA=1+H
LIEN1EA « AR%5,294,0007T) 2 R E
B - 25BN BRE EXEEBILE
BROBESENA -

SHBx

—E-FFXHA=+HIE/NMEA For the six months ended 30 June 2020

7. PROFIT BEFORE INCOME TAX (Continued)

Notes:

0

Cost of inventories recognised as an expense includes
RMB52,515,000 (six months ended 30 June 2019: RMB51,795,000)
relating to depreciation expenses and RMB44,718,000 (six months
ended 30 June 2019: RMB58,770,000) 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
RMB 198,000 (six months ended 30 June 2019: RMB4,458,000)
was reversed as the net realisable values of these inventories were
increased during the period.

Research costs include RMB337,000 (six months ended 30 June 2019:
RMB440,000) relating to depreciation expenses and RMB7,853,000
(six months ended 30 June 2019: RMB5,294,000) relating to
employee costs. These amounts are also included in the respective
total amounts disclosed separately above.

8. INCOME TAX EXPENSE

BEAA=1THIEANER

Six months ended 30 June

—EIEF —ZT—NF
2020 2019
ARET R ARETTT
RMB’'000 RMB’000
(REER) (REeEZ)
(Unaudited) (Unaudited)

BIERFRIE - B ZEFTSHL  Current tax — PRC Enterprise Income Tax
- BAFRIE — Tax for the period 17,695 3,783
- P EIRR BIEIERL - PRC dividend withholding tax 163 375
17,858 4,158

RIETRIE Deferred tax

- HA 0Bk — Charged for the period 1,172 16,921
FriSfiFA Income tax expense 19,030 21,079
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8.

10.

—E-FFXHA=+HIE/NMEA For the six months ended 30 June 2020

INCOME TAX EXPENSE (Continued)

No provision for Hong Kong profits tax has been made as no
assessable profit derived from Hong Kong (six months ended 30
June 2019: 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 2019: 25%).

The Group has adopted 10% withholding tax rate for PRC
withholding tax purpose for the period (six months ended 30 June
2019: 10%).

DIVIDEND

The Directors do not recommend the payment of interim dividend
(six months ended 30 June 2019: Nil) in respect of the six months
ended 30 June 2020.

EARNINGS/(LOSS) PER SHARE

The calculations of basic and diluted earnings/(loss) per share
attributable to owners of the Company are based on the following
data:

BEAA=1TRHILAEAB
Six months ended 30 June

bt 223 —NF
2020 2019
AR®ET T AREFTT
RMB’000 RMB’000
(REEZR) (REEFEZ)
(Unaudited) (Unaudited)
RNARHER AL Profit/(Loss) for the period attributable
HPER, (E518) to owners of the Company 48,034 (11,543)
TEREE

Number of ordinary shares
BEANA=+THLEAEA
Six months ended 30 June

—E-EF —NEF
2020 2019
i Fi%
'000 shares ‘000 shares
(REER) (RE&EZ)
(Unaudited) (Unaudited)
FTEEREARREE Weighted average number of ordinary shares
&aBF/ (BB Z for the purpose of basic and diluted
T AR Nk T B earnings/(loss) per share 851,954 851,954

@ RECTERARAR —Z-ZFRHRE
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BE—

ZRAEN (BR) (&)
BE-_Z-_BFR-_F-NAFAAZT+HL
AMEA - AR AR ARREER (B5R)

e 2 SRESEF (B8 BgRELAR
I (B18) R - ARAREIRBRIENTTE
BEeRiRmFEEmE - ﬁ&%ﬁi_g_?i&
SR o

W% BERRE EREEE

%zi_Y_?i/\ﬂ +HIEARER - AE
2 R EE A4 AR #85910,0007 (B =
*% NERNA=Z+THIEAER : AR
31,850,0007T) 2% « BE R&EERLOA
R¥1,113,000¢ (BZ2=F—nFA="
BIENER &) 2fFRAREE -

BE_Z—NFA=1+HLANER B=
FRELIUERRAIRIZEWB AR L arERE
Bt TREFERAR (NIgEE]) WA
B RARENERNER  TeEE
TR REMIEEE - FIBEHR AR TR
—ZT-AFNA+N\BHAER - TEERE
BAERSEEMAENYE - BEKKER
MR ELRRE A REE 34,847,000 7T E B FERAEL
—NENA=+8 1B/ E B BRI o

j:—?

BEZRUREERRE

T -ZTFNA=1THI1E7NMEA For the six months ended 30 June 2020

10. EARNINGS/(LOSS) PER SHARE (Continued)

11.

For the six months ended 30 June 2020 and 2019, diluted
earnings/(loss) per share for profit/(loss) attributable to owners
of the Company was the same as basic earnings/(loss) per share.
There were no dilutive potential ordinary shares for the six months
ended 30 June 2020 and 2019 because the exercise prices of the
Company’s share options were higher than the average market
prices for shares.

PROPERTY, PLANT AND EQUIPMENT/ RIGHT-OF-
USE ASSETS

During the six months ended 30 June 2020, the Group acquired
property, plant and equipment and right-of-use assets of
approximately RMB85,910,000 (six months ended 30 June 2019:
RMB31,850,000) and RMB1,113,000 (six months ended 30 June
2019: Nil) respectively.

During the six months ended 30 June 2019, the Board decided
to cease the production of Jiangsu Chunxiao Pharmaceutical &
Chemical Co. Ltd (“Jiangsu Chunxiao”), a former wholly-owned
subsidiary of the Company, because the resumption of the
production activities 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
which directly related to production activities amounting to
RMB34,847,000 were written off accordingly for the six months
ended 30 June 2019.

12. TRADE AND BILLS RECEIVABLE

=% —T—hEF

~NA=1+H +=—A=+—H

30 June 2020 31 December 2019

AR¥T R ARETT

RMB’'000 RMB’000

(REER) (Je=Z)

(Unaudited) (Audited)

g 5 AR Trade receivables 174,157 187,562
R R Bills receivable 109,724 106,510
283,881 294,072
B R EE IR Less: impairment loss allowance (264) (4,068)
283,617 290,004
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) MEREHMEZRE DT

T -TFNA=+THI1E7NMEA For the six months ended 30 June 2020

12. TRADE AND BILLS RECEIVABLE (Continued)

The Group allows a credit period normally ranging from 1 to 6
months (31 December 2019: 1 to 6 months) to its trade customers.
Bills receivable are non-interest bearing bank acceptance bills and
are aged within a year (31 December 2019: 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 the management of the
Group.

Ageing analysis of trade and bills receivable (net of loss allowance)
at the reporting date, based on the invoice date, is stated as
follows:

. —TNF

ANA=t+H +=—H=+—8

30 June 2020 31 December 2019

AR¥T T AREEFIT

RMB’'000 RMB’000

(REBER) (Fe&EZ)

(Unaudited) (Audited)

0%90H 0 to 90 days 219,906 222,001
91£180H 91 to 180 days 41,933 30,998
1812365 H 181 to 365 days 12,411 28,138
@365 H Over 365 days 9,367 8,867
283,617 290,004

B 7RI B R BRI E

AT :

Movements in the loss allowance account in respect of trade
receivables are stated as follows:

—E-BF —TNF
ANA=t+H +=—A=+—H
30 June 2020 31 December 2019
AR%T R AREETTT
RMB’000 RMB'000
(REEER) (FFEZ)
(Unaudited) (Audited)
n—H—H At 1 January 4,068 311
EHER 2 B e R (E B (Reversal of)/Provision for specific
(EI#) impairment loss recognised (1,990) 3,307
BRI EEE (Reversal of)/Provision for impairment
(E#) loss recognised (499) 452
s Write off (1.315) )
RZZT=FFA=1+H, At30June 2020/31 December 2019
—E-NFT+A
=+—H 264 4,068

@ RECTERARAR —Z-ZFRHRE



12.

13.

R AR S M SRR Y RE

Notes to the Condensed Consolidated Financial Statements
HEZZT-FTF,XA=+HI1/5EA For the six months ended 30 June 2020

EZRURREWRE (&)

EORUBBEREREE S NZHRATEE
HNEF  MzEEFPEASENEELH
Rif - BB ERBENE ZEKEARE
656,000 (ZE—NF+ZA=+—H: A
R#8,412,0007T) LAMEH ABEEHE T i
R EE VR o IRIBLAENE SRS - K&
HERERAEEEARNESKNEHEZSE
HERADEERT 28U E - Atk BARZSA
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18 (MIzE14) -
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12. TRADE AND BILLS RECEIVABLE (Continued)

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 RMB656,000 (31 December 2019:
RMB8,412,000) past due but not impaired are secured by certain
lands and properties owned by the debtor. Based on past credit
record, the 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.

As at 31 December 2019, bills receivable included an amount
of RMB6,000,000 which was pledged for bills payable of
RMB6,000,000 (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

S —TNF
ANA=1H +=—A=+—8
30 June 2020 31 December 2019
ARETT ARETTT
RMB’000 RMB'000
(REEER) (Fe881%)
(Unaudited) (Audited)
A it FE P B RK Advances to suppliers 16,893 12,938
EIEER =y RN Value-added-tax recoverable 23,037 24,342
TERFRIE Prepayments 745 618
JFEUW— SR AT BT B 2 &) 3R Amounts due from a former subsidiary (note)
(FftsE) 47,574 48,938
H fib U kIR Other receivables 3,657 1,335
91,906 88,171
W R — KA B A A Less: impairment loss on amounts due
B2 REEE () from a former subsidiary (note) (24,720) (24,720)
67,186 63,451
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HE-ZT-FTF,XA=+HI1/5EA For the six months ended 30 June 2020

13.

14.

ANREREEYRRIE (&) 13. PREPAYMENTS AND OTHER RECEIVABLES
(Continued)
FisE Note:
RZZEZTFAA=1+H BR—RAHBELQ Amounts due from a former subsidiary before impairment loss allowance
AIRE (KA RAEBEER 2EA/ARE was RMB47,574,000 (31 December 2019: RMB48,938,000) as at 30
47,574,000 (ZE—NAF+ZA=+—H: A June 2020. This balance included an amount of outstanding balance
R #48,938,0007T) ° %45t B IEZ A1 B A 7) of RMB14,218,000 (31 December 2019: RMB14,218,000), which
N—Eri ke THFEERRORERERA is secured by a piece of land and certain inventories of the former
R#¥1421800t (Z T — AW F+ZA=1+— subsidiary whilst part of amount of RMB24,720,000 (31 December 2019:
H: AR#14,218,0007)  M#BH & BARE RMB24,720,000) was unsecured and considered as credit impaired. In
24,720,000 (ZE—AF+A=1+—H: AR light of the current financial situation and the suspended production of
#£24,720,0007T) AEEPRFR - WHERALBRE the former subsidiary as set out in note 11, the unsecured outstanding
EORME - SRR 11 PTEU AT M8 A 7] B AT balance of RMB24,720,000 (31 December 2019: RMB24,720,000) was
MR ME EEAE - RIEESEENRER highly unlikely recoverable in the foreseeable future, unless appropriate
TR BRIEWEZATHE A R SRR EEREA amounts of financing sources are obtained. Thus, an impairment loss on
R#24,720,0007t (ZE—NF+=—A=+—81: amounts due from this former subsidiary amounting to RMB24,720,000
AR #24,720,0007T) £ 7] T8 & % 2R A% °] 48 M % (31 December 2019: RMB24,720,000) was made accordingly in the
e e @At - RZZEZTFAA=+H - A4 condensed consolidated statement of financial position as at 30 June 2020,
& WA R 2R B B WX AT BB A R SRIBLE R and there was no impairment loss allowance (six months ended 30 June
BEEE AR 24,720,000 (ZE—NF+ZA 2019: RMB41,736,000) charged to the condensed consolidated income
=+—H: AR%24,720,0007T) - MBEZE=T= statement for the six months ended 30 June 2020.
TFENAZTHIEANEAR 2GRS KSR &
FHRREREERE (BE=T-NFA=1+HL
NMEA : AR 41,736,0007T) ©
BEZENRREMNRE 14. TRADE AND BILLS PAYABLE
—E-EF —E-NEF
AA=+H +=—A=+—8
30 June 2020 31 December 2019
ARET AREEFTT
RMB’000 RMB’000
(RBER) (%)
(Unaudited) (Audited)
B SN Trade payables 27,018 28,443
VEANE S Bills payable - 16,000
27,018 44,443

e RECTERARAR —Z-ZFRHRE
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HEZZT-FTF,XA=+HI1/5EA For the six months ended 30 June 2020

EZRNRREMNRE (&)

AEBEEHEERA THEEHANTI0E
2100B (ZE—AF+=—A=+—8: NTF
30F270H) - BN RE AT B ZRITHE
HEE  YRBTEAEAR (ZZ—NF
+=—A=+—8: XMEAR) #im - RRE
HE - ESRMNEREREMNZERIZEZA M
EZBRERAHTINT

14. TRADE AND BILLS PAYABLE (Continued)

The Group was granted by its suppliers with credit periods ranging
from 30 to 270 days (31 December 2019: ranging from 30 to 270
days). Bills payable are non-interest bearing bank acceptance bills
and aged within 6 months (31 December 2019: 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:

—goE —TNE
ANA=t+H +=—A=+—H

30 June 2020 31 December 2019

AR®T AREFIT

RMB’000 RMB’000

(REER) (Fezt%)

(Unaudited) (Audited)

0%90H 0 to 90 days 23,580 25,651
91£180H 91 to 180 days 573 11,315
1812 365 H 181 to 365 days 1,418 6,648
838 365 H Over 365 days 1,447 829
27,018 44,443

RZE—NF+-A=+—8 98AAE
#6,000,0007T (Mf7E12) K A ER#6,000,000
T2 EWEEREIEFRITERERENE
AR ¥ 12,000,000 TR K o FER 2%
AR # 4,000,000 7T 75 B A A &) 1E AR B AY F
BAREER -

BHRNERENRENEIMELIAARE
FHE - FRARESSEHEE - B HEN
REENRENRAEN SEREREQA
BB

PR R FRA K E A RIA

As at 31 December 2019, bills receivable and pledged bank deposits
of RMB6,000,000 (note 12) and RMB6,000,000 respectively were
pledged for bills payable of RMB12,000,000. Bills payable of
RMB4,000,000 were guaranteed by the Company’s subsidiaries in
the PRC.

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

15. ACCRUALS AND OTHER PAYABLES

—E-EF —T-hEF
~A=1+H +=-—A=+—H
30 June 2020 31 December 2019
ARET AREETTT
RMB’000 RMB'000
(REER) (F&EZ)
(Unaudited) (Audited)

MEEWE - WE K& Payables for property, plant and equipment
R TRIR 121,842 175,377
iAREN R Accrued expenses 9,172 12,640
FEN T & KRAEH Wages and welfare payables 7,303 16,020
Efth e RIE Other payables 48,854 62,066
BEEWA - RBNE Deferred income — current portion 1,302 1,302
188,473 267,405
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HE-ZT-FTF,XA=+HI1/5EA For the six months ended 30 June 2020

16. R 16. SHARE CAPITAL
ROEE
Number x|
of shares Amount
TR BETT ARETT
'000 shares HK$'000 RMB’000
ETE Authorised:
SREEFE0.01 TLBR Ordinary shares of HK$0.01 each
R-E-NE— AR (F&%) As at 1 January 2019 (Audited),
“E-NEtZA=1-R (B&K) 31 December 2019 (Audited),
“E-ZFE-F-R (B8R R 1 January 2020 (Audited)
ZEIRFRASTA (REER) and 30 June 2020 (Unaudited) 100,000,000 1,000,000
BETRAR : Issued and fully paid:
FREERE0.01 TLERR Ordinary shares of HK$0.01 each
RZZ-NE—A—B (&%) As at 1 January 2019 (Audited),
“E-AE+-R=1—R (EEH) - 31 December 2019 (Audited),
“T-EE-A-B(EER) R 1 January 2020 (Audited) and
ZECZERA=TA (REER) 30 June 2020 (Unaudited) 851,954 8,520 7,831

17. &I
REBEBEY - ANEE Y RENT :

17. COMMITMENTS

The Group’s commitments at the reporting date are as follows:

SE L —T-NF
AA=+R  +t-A=t+-H
30 June 2020 31 December 2019

AR®T T ARET T
RMB’000 RMB’'000
(REER) (& FEZ)
(Unaudited) (Audited)
ERARKEYE  BER Commitments for acquisition of
AR ESE property, plant and equipment 106,870 125,156

@ RECTERARAR —Z-ZFRHRE
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HEZZT-FTF,XA=+HI1/5EA For the six months ended 30 June 2020

18. LA XY 2 FIH

ARRARZZEENF+ANBHEE —IAE
REHERTE ([T NFRERESE]) - I
R-BE—R"FRA-THEENS —EERE
E ([ =2 RFEREE] ) 5EE
BB S AER 2 S MK IIERERZ
BF - BEASBEEMAKE R F S E QR
ZEE - RERES HER - FF - BE
RMESE ZHBEARANER 2 BEE LR
A ZEERNFEREFEIER T —RF
AAZ+AKILE - HEBRBERRITEZE
AR IR — T T N F IR 2 2 G D4
BAMKLAFITE R_ZE-_ZTFA=1
H BRE_STEXFEREFIEERDER
RITHEE 2 BB T M AR (D 8B & 9,544,000
g (ZF—hF+=A=+—8 : 9,864,000
B - HERARARBEBHITRAZ1I% (=
E-NFF+_A=+—H8:12%)° - =&
—NEBRESESH-_E-ERA=-1TH
AR BRE+F - RE-ZF—~FER
EETE - AR 5% 84,687,800 {5 BEMLHE
il 7 Ei58 AR ERZ 84,687,800 I %
5o BAR - WEARIE — T — N EBRETE
BHERE (BRE-_ZE—-hEA=+HIE
NMEA &) o

e R < B IERFIRIA T

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 2020, the number of shares in respect of
which options had been granted and remained outstanding under
the 2006 Share Option Scheme was 9,544,000 (31 December
2019: 9,864,000), representing 1.1% (31 December 2019: 1.2%)
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 2019: Nil).

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

tef R AT GE BB AR AE 4 B
RBAER R B 5% B 5 TR e Number of outstanding
Category of grantee  Date of grant Vesting date Exercise period Exercise price share options
“g-®F —TAF
AA=TH +tZA=T—-H
30June 31 December
2020 2019
(REER) (&%)
(Unaudited) (Audited)
R &t (&) “E-RFLATA ZEFELATAE ZELELATRE B4R 140,000 140,000
ZZZ=F+ANA
Ms. Shi Huifang (note) 10 July 2015 10 July 2017 10 July 2017 to HK$1.45
9 July 2023
E& ZT-RFEATA ZZ~FtA+H T ~FtATHRE B4 3,568,000 3,728,000
ZZZ=F+ANA
Employees 10 July 2015 10 July 2016 10 July 2016 to HK$1.45
9 July 2023
“T-RFtATA Z—ET—tFtA+A —Z—tEFtA+tBE E¥14T 5,836,000 5,996,000
ZZZ=5tANA
10 July 2015 10 July 2017 10 July 2017 to HK$1.45
9 July 2023
9,544,000 9,864,000
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18. AR SZAT 2B (&) 18. SHARE-BASED PAYMENTS (Continued)

GEE

BESLELRARRET—KHBARZES -
WARAEBEEFTEEZRS  AHREFIIAE
ZHBEA -

AN 7 B AR 1 2 B T A T 7T 155
N

Note:

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.

Movement and weighted average exercise prices of the Company’s
share options are as follows:

—E-EFXA=TH —T-NF+ZA=t—H
30 June 2020 31 December 2019
IR 1g piliL: B
TEEE 171EfE
Weighted BREHE Weighted REIRERE
average Number of average Number of
exercise price share option exercise price share option
(REBEZ) (REEZ) (&%) (feE%)
(Unaudited) (Unaudited) (Audited) (Audited)
RER, ) Outstanding at beginning BEE1.45 7T 9,864,000 VS 1.45 7T 10,764,000
CENGLES of the period/year HK$1.45 HK$1.45
REAAN,FR Forfeited during the BHE1.457T (320,000) B 1.457T (900,000)
R period/year HK$1.45 HK$1.45
REARFER Outstanding at the end
MARTTE of the period/year 9,544,000 9,864,000

HiR M R ITE B AR IE 2 1T (B BB ¥ 1.45
T(ZZE—NFE+_-_A=+—8 : B%145
J0)  IEFEEHBRENEAIF (ZE—AN
F+-—A=1+—H:35%F)-

FEHAR M AR T B AE R+ 59,544,000
H(ZE—hLhFE+=-A=+—H : 9,864,000
1) BRAEC SRE MR FIE

@ RECTERARAR —Z-ZFRHRE

The exercise price of share options outstanding at the end of the
period was HK$1.45 (31 December 2019: HK$1.45) and their
weighted average remaining contractual life was 3 years (31
December 2019: 3.5 years).

Out of the total number of options outstanding at the end of the
period, 9,544,000 (31 December 2019: 9,864,000) share options
had been vested and were exercisable.
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19. HEMEATF

RZE—NFNAZ++H ' BE@EMET
BRAR ([ 8L BB E=H ([E
F1) BRI & - Bt - BEESARIEI
HERBARK 990,000 THEHNTIHE
B 2HRE([HE]): IHRERZEE
¥ eREREEBRALLIESRS - HEER
—E—AFSNAZtNRB([HEHH]) %
ﬁJZ °

REEBRH  IHFEEAFEERDAED
T e

19. DISPOSAL OF A SUBSIDIARY

On 27 June 2019, Shanghai Dehong Chemical Co. Ltd. (“Shanghai
Dehong”) entered into a disposal agreement with an independent
third party (the “Purchaser”) 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 (the “Disposal
Date”).

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

ARET T
RMB’000
HEFAE Net liabilities disposed of

M - BE KR Property, plant and equipment 14,448
FREEE Right-of-use assets 15,103
FE Inventories 15,875
EHEIRIRITIF R Pledged bank deposits 657
IR1TRIA S LR Bank and cash balances 4
B 5 e W BR I B e U5k IE Trade and other receivables 10,509
FEETIIBE 2 Deferred tax assets 305
B ST IR R E M R 5k IE Trade and other payables (19,878)
FE AN B R IE Amounts due to the Group (61,273)
AT RS Provision for legal claims (16,325)
(40,575)
HERB A ke Gain on disposal of a subsidiary 41,565
RIS NRE Total cash consideration 990
MEEMSZHRATRBEEH T AFEE Y Analysis of the net inflow of bank and cash balances in respect of

#r the Disposal:
ARET T
RMB’000
BIEEEREEMETRIES 8 Bank and cash balances disposed of under the Disposal (4)
BEYERERE Cash consideration received 990
HEMIR S MmAFE Net cash inflow on the Disposal 986
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Notes to the Condensed Consolidated Financial Statements
HE-ZT-FTF,XA=+HI1/5EA For the six months ended 30 June 2020

19.

20.

HEMBLFE (&)

K& BH - TTERFBR AR R LR HE
EXVHEZETES  AKEAFEHEEINR
B -BEAREEY BEFERIEAREFR
BETHEFRNRR - EFMEERRAN
BERARREE (THR]) - ETERREFH
KRR - BB EMZ AT (BRERREUE
RIEFF) ATEARMEE - M LBELAARERE
TREAEBENHBATRER - BEW
b BRTIFEREENGE - BTEEE
BhmaiiEs - HEARSHEY - BRD
HETH - ARERBEEZBRRS  HE
BERZERRHORNALB T - BIIEHFENIE
MR RN E R BRI EETED

BB SRS

REBEE-ZT-_TFA=THILHHE &%
BEERARE TR SLA TR S ¢

19. DISPOSAL OF A SUBSIDIARY(Continued)

On the Disposal Date, the control of the business and operation
of Jiangsu Chunxiao was successfully transferred to the Purchaser,
while the Purchaser had also paid the consideration accordingly. Up
to the date of this report, the Purchaser had applied to the Industry
and Commerce Bureau for changing the details of shareholders,
directors and legal representative of Jiangsu Chunxiao to reflect
the Disposal (the “Filing”) but the administrative processes have
not been completed. The Purchaser has taken various actions
to complete the Filing including taking legal proceeding while
Shanghai Dehong has committed to provide all essential helps to
the Purchaser for the Filing. Notwithstanding, the Filing is not a
condition for the completion of the Disposal and legitimate interest
of the Purchaser will not be impaired. Up to the date of this report,
the Filing is still in progress. In the opinion of the PRC legal advisors
of the Group, the Disposal is legally binding, completed and the
control and ownership of Jiangsu Chunxiao was successfully
transferred to the Purchaser upon the Disposal Date.

RELATED PARTY TRANSACTIONS

During the period ended 30 June 2020, the Group entered into the
following transactions with related parties:

BERA=TRHIEAEA
Six months ended 30 June

b St 23 —T-NF
2020 2019
ARETR ARET T
RMB'000 RMB'000
(REBER) (REE&EZ)
(Unaudited) (Unaudited)
HF—% (BEZ2—NF Short-term lease expenses to a related company
ANAZTHEAER  —&) in which one (six months ended
HITEEREERER YA T 30 June 2019: one) of the executive Directors
EpN-Z-aliof ) YNGliofSE:i have beneficial interests and can exercise
MERX significant influence 257 257
RESERA AR Advances from ultimate holding company 10,663 15,782

@ RECTERARAR —Z-ZFRHRE
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Notes to the Condensed Consolidated Financial Statements
HEZZT-FTF,XA=+HI1/5EA For the six months ended 30 June 2020

20. BHAERS (&)

21.

AEEEZEEABNFM (BECH
SENARBESFTZHIA) AT -

20. RELATED PARTY TRANSACTIONS (Continued)

Remuneration for key management personnel of the Group,
including amounts paid or payables to the Company’s
Directors were as follows:

BEANA=THIEANER

Six months ended 30 June

—ECEF —E—NF

2020 2019

ARET ARET T

RMB’'000 RMB’000

(REER) (RIEFEZ)

(Unaudited) (Unaudited)

e Fees 215 184
e BB REMER Salaries, discretionary bonus and

other benefits 1,021 1,098

IRIRABFIFT B4R Retirement benefit scheme contributions 7 45

1,243 1,327

DREFE

AEEZEAVMBENSAZRBEARE
AR ARBENEEMAS -

AEENSRMIFTHEENREBENAAE
RENEAREAMSABERE ABMEK
% - ARNEE AR B ENBABREM
REERMTHERNBAENRAIBRREREMN
D RAREER ([2AERH])

o  F—H: HFREB LR ST R
B CRIEAR)

o  FI@H: AIRERIFEENABEER
ANE - 1S — R AERIN

o  F=AR: TRBRGBAE (KA
miSHE) -

BB TERMERANSESREBAEBD R
LR WHIBEMNARBEIEEBEE
T BEERZENEBESBEED
HRfEIHERR o

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”):

3 Level 1: Quoted prices in active markets for identical items

(unadjusted);

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

o 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.
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21. DRMERTE (&)

21. FAIR VALUE MEASUREMENT (Continued)

TREIIERARERMNE D 2R AR BEARKR The following table provides an analysis of financial instruments
ZERMIAEZAH carried at fair value by level of fair value hierarchy:

E—R E_R E=R &5t
Level 1 Level 2 Level 3 Total
AR®TT AR%®Tr AR%TR AR¥TR
RMB’000 RMB’'000 RMB’'000 RMB’000

R=B=TEAA=1A
(RIEEH)

BAREARMEEK S
(MRAREFTARM
EEWE]) ZERMEE

As at 30 June 2020
(Unaudited)

Financial asset at fair value
through other comprehensive
income (“FVOCI")

e — Bills receivable - 109,724 - 109,724
R-ZE—hF+=-A As at 31 December 2019

=+—HB (B&E%)

BAfEFARMBEE

(Audited)

Financial asset at FVOCI

Wz @ REE

- R IR — Bills receivable - 106,510 - 106,510
EWREEH AR BELSFEREEBHLUE The fair value of bills receivable has been calculated by discounting
F o ERBREBFFIERE AT A 2 ] FF| % the expected future cash flows using rates currently available for
BRIRTEHAR IR & REMATF © instruments with similar terms, credit risk and remaining maturities.
HE-Z-_ZFA=1+RHIERER & During the six months ended 30 June 2020, there was no (31
F—HMANEE LRI AR EEREE December 2019: Nil) transfer between level 1 and level 2 fair value
AZELEE=FNER (ZE—-NF+_H hierarchy or transfer into or out of level 3.

=+—H: |-

@ RECTERARAR —Z-ZFRHRE
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Notes to the Condensed Consolidated Financial Statements
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BER_ZT—tFMNAETNZMHAER
([ZEER]) MIERFUEYSE - AAQF]
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RE ([HHEE]) A—RBBLE=
([FRF]) ZHaFE AR 42,000,000
T (EBREEZIEEERE R — i
BET2 ([5]2)) » UHEIL RS M
BB A ([ZBEE]) -

Hig - MO BBERZE L EREARRE
WZEE RTARRREE - AMER
ZEARZERER - BB BEHY
RARARZER (TR ) R AR
R BRFTREFSYREEE
BRF TR RZEE R RSN G
EXHERX -

REBE_Z-NF+_A=+—BL*F
€ MRS R ER T

TRERZEERNKEREAERZ
FRRFANEERENRHNTHE
B - Bl - ARZEES R EERE
OB — SR R ARZ F A R
RIREE - A B BRBENTZER
[ - Et - BEFHEEZISDEBEAR
“E-NEFE+ZA=TBHOERENB
MK PR - BE R&iE - xh B
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22. LITIGATIONS

Weifang Binhai Petro-Chem Co., Ltd (“Weifang Binhai"”),
a wholly-owned subsidiary of the Company, paid an
independent third party (the “Party A”) an aggregate
amount 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 these production
facilities could not be functioning according to 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.

During the year ended 31 December 2019, Weifang Binhai
and Party A reached a supplemental agreement that Party
A agreed to reduce the consideration of the Contracts to
represent the latest market value of the production facilities
under the Contracts. Meanwhile, Weifang Binhai agreed to
execute the Contracts as the production facilities under the
Acquisition could be functioned according to the Contracts
subject to further modification works. Therefore, the Deposits
brought forward from previous year were transferred to
property, plant and equipment in the consolidated statement
of financial position as at 31 December 2019. The Acquisition
was completed during the year ended 31 December 2019
and this lawsuit was fully resolved accordingly.
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Notes to the Condensed Consolidated Financial Statements
HE-ZT-FTF,XA=+HI1/5EA For the six months ended 30 June 2020

. HFak ()

RZE-—NF+-A+=H  T&EE
AiEEFEA (A=A Al) fL
HRERETEARERIRE AERE -
TR EBEAMITIHREREEARE
15,000,0007¢ GERE=E—NF+—
A—BRBERERFE)  SRIBER
—E—tF+ AT HEENEITHE
FINANFBIER - EFIAGEER
ﬂﬁhhmm%‘%ﬁAiﬁi&ﬁ
- ME_EBESASOT EREBE R A INERIA
%m&x&iaﬁﬁo

RBRARER - EFHPZMIA =
VR S R B IR -

RZE—TF—AYIEETE —AHE
FIE  FORHEEGIN_ZE-_ZTFN
A - AEBEREZERRA - EINTE
HEEAWBEBUR—ESZ RFTER
FRESNEEVELRKE TAE
SEAFEEHEREY - Bl - Eha
HESAMATER A A MERERSH
ATREMRIE - MR T F A=+
AR B RRAR A B IS SRR I AR AR E (5
B CCE-NF+—A=1+—H: &) -
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22. LITIGATIONS (Continued)

On 12 December 2019, the ex-equity holder of Jiangsu
Chunxiao (the "Ex-Equity Holder”) filed a legal claim to
Pudong New District People’s Court against Shanghai Dehong
and Jiangsu Chunxiao for a fee of RMB15,000,000 (together
with accrued interest from 1 November 2019) in relation to
the performance bonus payable to the Ex-Equity Holder on
profit achievement of Jiangsu Chunxiao under a handwritten
clause, without countersigned by either Shanghai Dehong
or Jiangsu Chunxiao to signify acceptance, inserted in a
supplementary agreement dated on 20 October 2017.

After thorough investigation, the Directors declared that the
bonus clause on the supplementary agreement is bogus.

The first hearing has been held in early January 2020 and the
second hearing is expected to be carried out in September
2020. The Group’s legal consultant is of the opinion that
in view of the facts that Jiangsu Chunxiao had made
accumulated losses since it was acquired and the bonus
allegation has no legal basis, illogical and no business rational.
Thus, the probability of Shanghai Dehong to be ordered by
the court to pay the performance bonus to Ex-Equity Holder is
remote, and no provision has been provided in the condensed
consolidated financial statements as at 30 June 2020 (31
December 2019: Nil).
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BEEENWR DT
Management Discussion and Analysis

BUSINESS REVIEW

The worldwide COVID-19 pandemic (the “Pandemic”) has severely
impacted world economy and political stability, bringing upheaval and
uncertainty to internal and external business environments of the PRC.
Although signs of economic recovery are emerging in the PRC, under a
highly global supply chain environment nowadays, the economy of PRC
is still facing stiff challenges. During the period under review, market
competition further intensified as the Group encountered losing steam
in its product as well as the downstream market. In addition, rapidly
changing external geopolitical conditions adversely affected the export
sales of the Group to a certain extent. The aforementioned factors
accounted for the notable decrease in the weighted average selling price
of the products of the Group as compared with the same period last year.
To cope with the tough business environment, the Group expeditiously
fine-tuned its business strategies, strengthened the sales and marketing
for products with good potential and diligently explored new markets
and expanded customers’ base of its new products. Simultaneously, the
Group moved towards regions with good prospects and opportunities
for further development so as to diversify geography concentration risk
gradually. All these measures successfully alleviated the negative impacts
on the revenue of the Group due to decreased selling price and change
of geopolitical conditions. As a result, the total revenue of the Group
only slightly decreased when compared with that of in the corresponding
period last year.

The persistence of the Pandemic is bringing a negative impact on the
stability of the supply of raw materials. Therefore, the Group proactively
and strategically coordinated with long-term suppliers in advance. It is
not only ensuring the reliable and stable supply of raw materials but also
enabling the Group to procure raw materials in the most cost-effective
way. Coupled with the market prices of raw materials have also retreated
generally, the cost of raw materials of the Group thereby decreased
markedly as compared with that of in the corresponding period last
year. Faced with an uncertain external business environment, the Group
continued to strengthen the implementation of effective improvement
measures on all controllable operating factors. Apart from the adoption
of effective cost control measures on operating expenses, the Group also
enhanced production efficiencies through continuous advancement of
production process and optimisation of production capacity. Furthermore,
the production activities of Weifang Parasia Chem Co., Ltd. (“Weifang
Parasia”), a wholly-owned subsidiary of the Company, have been
relocated to Weifang Binhai Petro-Chem Co., Ltd. (“Weifang Binhai”),
another wholly-owned subsidiary of the Company (the “Relocation”)
during the period. The productions of Weifang Parasia have resumed
normally after the Relocation. The Relocation promoted synergy effect
on reduction of overall production costs of the Group during the period.
The Board believes that the Relocation will continuously and effectively
enhance the overall production efficiencies of the Group in the future. In
light of all these aforesaid measures, both of the gross profit and gross
profit margin of the Group improved as compared with those of in the
corresponding period last year.
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BUSINESS REVIEW (Continued)

On the other hand, the Group implemented comprehensive cost control
measures on all operating expenses. Besides, the PRC government
imposed a series of policies to promote economic recovery and support
the enterprises operating in the PRC. Furthermore, for the period under
review, there was an absence of expenses such as write-off of property,
plant and equipment which occurred in the corresponding period
last year. In spite of the unabated Pandemic and deteriorating macro-
environment conditions, the Group achieved continuous improvement
in the financial results during the period under review due to the
combination of the various foregoing effective measures.

With the development of two new products in 2017, the Group has
also expanded the capacities and explored markets of products with
good potential in last year, which have made remarkable contribution
to the Group’s revenue during the period. The Group believes that these
products will become growing momentum of the Group’s turnover and
broaden the business scale of the Group in the future. Going forward,
the Group will continuously strengthen research and development in
accordance with its existing business competitive edges, cultivate more
new products with lucrative potential and optimise product layout in
order to promote business growth, expand revenue sources as well
as diversify operational risks, thereby laying a solid foundation for the
Group’s sustainable development in the future.

As at the date of this report, restoration of the land of Weifang Parasia
is still in progress as it has been delayed by the Pandemic. Upon the
completion of land restoration work, the land will be reverted to relevant
local authorities with a proper compensation (to be determined) payable
to Weifang Parasia.
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BUSINESS REVIEW (Continued)

The overall economy and business environment of the PRC are
confronted by unprecedented challenges as the country has to deal
with adversities such as the worldwide economic impact arising from
the persistent Pandemic, escalating political tension between the PRC
and the US, continuously shifting of international geopolitical clash and
natural disasters affecting certain regions of the PRC recently. Faced
with increasingly complex and uncertain external business environment,
the Group will devote to improve the capability of risk-resilience of its
overall business operations. Apart from implementing vigilant preventive
measures on the Pandemic persistently, internally the Group will continue
to enhance production efficiency through advancing production process
and investing prudently to strengthen its core competitive competency
as well as maintaining stringent control measures on operating expenses
with reasonable levels. As regards external development, the Group will
increase the flexibility of its business strategies continuously to respond
rapidly to changes in macro environment. The Group will also focus,
explore and foster new markets for products with good potential and
gear up any new business opportunities arising from the economic
recovery of the PRC. The Board will continue to monitor closely changes
in external environmental factors and maintain its prudent and steady
business approach with an aim to conserving the Group’s strengths and
resources while improving business operations. The Group will strive to
build be a sustainable and risk-resilient enterprise thereby creating greater
value for the shareholders of the Company (the “Shareholders”).

DIVIDEND

The Directors do not recommend the payment of interim dividend for the
six months ended 30 June 2020 (six months ended 30 June 2019: Nil).

FINANCIAL REVIEW

During the period under review, the outbreak of Pandemic affected the
global economy seriously. The Group faced slowed down of market
demand and intensified market competition as a result. The average
selling price of the Group was under pressure and dragged to a lower
level which adversely affected the revenue of the Group to a certain
extent. In addition, the business environment is influenced by US-China
political tension which constrained the performance of overseas market of
the Group. Against the backdrop of adverse external business conditions,
the Group adopted effective sales and marketing strategies, concentrated
on exploring new markets for good potential products to boost new
revenue as well as diversified revenue geographically to reduce the
market concentration risk. The Group recorded revenue of approximately
RMB672.4 million for the six months ended 30 June 2020 (six months
ended 30 June 2019: RMB688.1 million), representing a slight decrease of
RMB15.7 million or 2.3% as compared with that of in the corresponding
period last year.
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FINANCIAL REVIEW (Continued)

Despite the global spreading of the Pandemic during the period under
review, the gross profit of the Group increased to approximately
RMB125.7 million (six months ended 30 June 2019: RMB108.4 million),
representing an increase of approximately RMB17.3 million or 16.0% as
compared with that of in the corresponding period last year. The gross
profit margin for the six months ended 30 June 2020 also increased
by 2.9 percentage points to 18.7% (six months ended 30 June 2019:
15.8%). The increase in gross profit and gross profit margin were mainly
attributable to (i) expanding the sales of products with good market
potential and better margin; (ii) adopting effective procurement strategies
to source raw materials more cost effectively; (iii) a decrease in the
overall price of raw materials; (iv) controlling the production overheads
effectively; and (v) operating cost synergy resulting from the Relocation.
All these factors helped to offset the negative impacts from the Pandemic
and US-China political tension.

Selling expenses decreased by approximately RMB4.8 million from
approximately RMB29.7 million of the corresponding period last year
to approximately RMB24.9 million. Such decrease was mainly due to (i)
benefit from the implementation of policies by the PRC government to
promote economic recovery, expressways and ordinary toll roads fee were
waived thus saving transportation costs; and (ii) less relying on external
sales agent causing the reduction of sales commission expenses. The
selling expenses accounted for 3.7% of the Group’s revenue (six months
ended 30 June 2019: 4.3%).

Administrative and other operating expenses amounted to approximately
RMB43.1 million (six months ended 30 June 2019: RMB73.3 million),
representing a decrease of approximately RMB30.2 million or 41.2% as
compared with that of in the corresponding period last year. Although the
research and development expenses and removal and relocation expenses
increased during the period under review, the overall administrative
and other operating expenses was decreased which was principally
attributable to (i) the absence of written-off of property, plant and
equipment during the period under review; and (i) a decrease of provision
for specific doubtful debts. The administrative and other operating
expenses accounted for 6.4% of the Group's revenue (six months ended
30 June 2019: 10.6%).

Finance costs represented interests on bank borrowings and advances
from the ultimate holding company which increased by approximately
RMB5.3 million to approximately RMB6.6 million (six months ended
30 June 2019: RMB1.3 million) as compared with those of in the
corresponding period last year. The increase is mainly attributable to
the increase in the amount of bank borrowings during the period under
review.
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FINANCIAL REVIEW (Continued)

In view of the above, the Group succeeded in achieving sustainable
improvement in business performance. The profit for the period
attributable to owners of the Company amounted to approximately
RMB48.0 million (loss attributable to owners of the Company for the six
months ended 30 June 2019: RMB11.5 million).

As at 30 June 2020, trade receivables (net of loss allowance) slightly
decreased to approximately RMB173.9 million, representing a decrease of
approximately RMB9.6 million or 5.2% as compared with approximately
RMB183.5 million recorded as at 31 December 2019. About 78.4% of
trade receivables were incurred in the second quarter of this year which
are not yet due, 9.1% of trade receivables were incurred in the first
quarter of this year and 12.5% of trade receivables are overdue over 180
days. Up to the date of this report, over 65.6% of trade receivables have
been subsequently settled. After assessing the creditworthiness of these
customers, the Directors considered that no further bad debt allowance is
required on the trade receivables as at 30 June 2020.

As at 30 June 2020, bills receivable amounted to approximately
RMB109.7 million and increased by approximately RMB3.2 million or
3.0% as compared with the balance of approximately RMB106.5 million
recorded as at 31 December 2019. 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 is required
because of the associated low default risk.

Short-term bank borrowings were granted in the PRC at floating interest
rates and are denominated in Renminbi. As at 30 June 2020, short-term
bank borrowings increased to RMB200.0 million, representing a net
increase of RMB30.0 million or 17.6% as compared with the balance
of RMB170.0 million as at 31 December 2019. The advances from the
ultimate holding company were at a fixed interest rate and denominated
either in Hong Kong dollars or Renminbi. A net increase to approximately
RMB73.2 million, representing a net increase of 10.4 million or 16.6% as
compared with the balance of RMB62.8 million as at 31 December 2019.
The increases mainly used to finance (i) the general working capital;
(i) expenditures related to Relocation; and (iii) the capital expenditures
incurred to upgrade and expand the production facilities.
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FINANCIAL REVIEW (Continued)

For the six months ended 30 June 2020, the Group’s primary sources of
funding included the net cash inflow generated from operating activities
of approximately RMB44.2 million (six months ended 30 June 2019:
RMB55.7 million), newly raised bank borrowing of RMB50.0 million (six
months ended 30 June 2019: RMB20.0 million), newly raised advances
from the ultimate holding company of approximately RMB10.0 million
(six months ended 30 June 2019: RMB15.0 million), interest received of
approximately RMB0.8 million (six months ended 30 June 2019: RMBO.2
million), net proceeds from disposal of property, plant and machinery of
approximately RMBO.4 million (six months ended 30 June 2019: Nil) and
no proceeds from disposal of a subsidiary (six months ended 30 June
2019: RMB1.0 million). With the financial resources generated by the
Group's operations, the Group had spent approximately RMB146.1 million
(six months ended 30 June 2019: RMB80.5 million) in the acquisition of
the property, plant and equipment; acquisition of right-of-use assets of
approximately RMB1.1 million (six months ended 30 June 2019: Nil), bank
borrowings repayment of RMB20.0 million (six months ended 30 June
2019: RMB20.0 million), interest paid of approximately RMB5.5 million (six
months ended 30 June 2019: RMBO0.5 million).

As at 30 June 2020, the Group had pledged bank deposits and bank and
cash balances of approximately RMB104.1 million (31 December 2019:
RMB171.4 million). The total amount of outstanding borrowings was
approximately RMB278.8 million (31 December 2019: RMB238.3 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 13.0% (31 December 2019:
5.1%). The net current assets amounted to approximately RMB55.4
million (31 December 2019: RMB52.2 million).

By virtue of the Group’s financial position with cash inflow generated
from the operating activities and available credit facilities 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.
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FINANCIAL REVIEW (Continued)

As at 30 June 2020, a bank deposit of approximately RMBO0.7 million (31
December 2019: RMB0.9 million) was frozen to secure a litigation case
under a PRC court order. As at 31 December 2019, bank deposits amount
of RMB6.0 million and bills receivable amount of RMB6.0 million were
pledged for bank acceptance bills facilities.

As at 30 June 2020, the Group had no material contingent liabilities (31
December 2019: Nil).

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 2020, the Group had 1,470 full-time employees (31
December 2019: 1,454 full time employees).

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 their 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 2020, 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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Name of Director/ Name of company/ interest in by the Company 5% the total issued
chief executive associated corporation the Shares on 4 October 2006 Capacity Share
Elpry e TEEBFRAA 612,000,000 - RErEER 71.84%
Mr. Liu Hongliang ([F&]) (k1) (FEE2) Interest of controlled
Cheerhill Group Limited (Note 2) corporation
("Cheerhill”) (Note 1)
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Mr. Wang Zijiang Cheerhill (Note 1) (BIE2) Interest of controlled
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Mr. Guo Yucheng Cheerhill (Note 1) (B3E2) Interest of controlled
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(Note 4)
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The 612,000,000 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 Ms. Sun Jianhua, 11.5%
by Ms. Zheng Hong, 6.5% by Mr. Guo Yucheng and 6.5% by Mr. Fu Anxu.
As at 30 June 2020, 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 612,000,000 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.
Wang Zijiang.

Mr. Chen Xiaohua was appointed as a general manager of the Company on
1 August 2018.
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DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS IN
SECURITIES (Continued)

Save as disclosed above, as at 30 June 2020, 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.

SUBSTANTIAL SHAREHOLDERS

As at 30 June 2020, the following person who held interests of 5% or
more of the issued Shares, 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:

FE=gy 4=
RS RS AE HEBITRMOEE
Number of Shares held/ BHEDL (%)

BRRERE interest in the Shares 514 Approximate % in the
Name of Shareholder and aggregated interest Capacity total issued Share
Sl (FEE) 612,000,000 EREBA 71.84%
Cheerhill (Note) Beneficiary owner

B Note:

612,000,000 AR D YRS ERE - E2PEEITIRAH
RUATEE  EFIIAE  BEELLT - Bl et - 56
EREERBLRIBEED BIFKRERSES 38% ~ 26%
11.5% ~ 11.5% ~ 6.5% }2.6.5% °
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The 612,000,000 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 Ms. Sun Jianhua, 11.5% by Ms. Zheng Hong, 6.5%
by Mr. Guo Yucheng and 6.5% by Mr. Fu Anxu.

Save as disclosed above, as at 30 June 2020, 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.
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Other Information

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
Scheme was expired and terminated on 20 May 2016. Details of the
movement in outstanding share options, which have been granted under
the 2006 Share Option Scheme during the period were as follows:

REAR I RITE
RED I RIT RERITE REIR KR Outstanding
AEAER Outstanding at Exercised during  Lapsed during at end
Category of grantee beginning of year the period the period of the period
MBS 2t (Mt 1) 140,000 - - 140,000
Ms. Shi Huifang (Note 1)
BREZELE (FE2) 460,000 - - 460,000
Mr. Chen Xiaohua (Note 2)
8T 9,264,000 - 320,000 8,944,000
Employees
9,864,000 - 320,000 9,544,000
Ff3E Note:
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ABRESETERR S BT ERIFEZ HER
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REEARAMZREGRER - HERERETHR
EFAMARREBESETESR H 2R TER
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Ms. Shi Huifang is the spouse of Mr. Wang Zijiang who is executive Director
and therefore an associate of Mr. Wang Zijiang.

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 2020.

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.
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PURCHASE, SALE OR REDEMPTION OF THE COMPANY"’S
LISTED SHARES

During the six months ended 30 June 2020, 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 2020, 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.

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; (ii) 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, 28 August 2020
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