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Corporate Profile

ALV

Our Company was established in the Cayman Islands on 25 September 2007. Our
Group's history dates back to 2001 when Hunan Yingde was established in the PRC. Our
Company's shares were listed on the Main Board of the Hong Kong Stock Exchange on
8 October 2009. Our Company wholly owns Yingde BVI, which was incorporated in the

British Virgin Islands and is an investment holding company of our Group.

Based on the research information in the SAI Reports, we have been the largest domestic
independent industrial gas supplier specializing in on-site gas supply in China in terms of

total revenue since 2009.

We produce, supply and distribute a variety of industrial gas products to our on-site and
merchant customers from a number of locations in the PRC, with oxygen, nitrogen and
argon being our main gas products. Our on-site customers are those whose premises are
located on or in close proximity to our gas production facilities and to whom we supply
industrial gases directly. Our merchant customers generally include liquid gas distributors
and other industrial companies who purchase industrial gases from us on a spot market

basis from time to time.

We differentiate our on-site operation and merchant operation as well as the revenue
generated from the respective operations in accordance with the type of customers to
which we sell our gas products. In relation to the on-site operation, we generate revenue
by selling our gas products to those customers with whom we have entered into long-
term gas supply contracts. In relation to the merchant operation, we generally generate
revenue by selling our gas products (which are produced from the remaining available
capacity of our on-site production facilities as well as our dedicated merchant production
facilities) to local distributors on the spot market. We also enter into gas supply contracts
with a selected number of merchant customers who have a stable and regular demand
for our gas products. Pursuant to such contracts, we supply gas products on a regular
basis during the term of the relevant gas supply contracts. The on-site production facilities
referred to in this report relate to those which we constructed after having entered
into long-term gas supply contracts with industrial companies. The merchant production
facilities referred to in this report relate to those which we generally operate without

entering into long-term gas supply contracts with customers.
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Management Discussion and Analysis
BEENWR DN

BUSINESS REVIEW

Due to prolonged impact of the global recession in 2011, China's economic growth
further slowed down in the first half of 2012. As the macro-economic control policies of
China have been proved to be effective, the business environment for the second half of
2012 will remain challenging due to factors such as greater competition and weak demand

from downstream industries.

As a leading industrial gas enterprise and one of the major gas suppliers for a number of
steel makers in the PRC, the major business of Yingde Gases Group Company Limited
(the “Company”, together with its subsidiaries the “Group”), was also affected to some
extent. However, our Group has secured 6 new on-site gas supply contracts in the first
half of 2012 notwithstanding the challenging economic environment, which will lay a solid

foundation for the future development of our Group.

As at 30 June 2012, our Group had a total of 39 facilities in operation and 27 facilities
under development. The total installed capacity amounted to 990,400 Nm?*/hr in terms
of installed oxygen capacity, representing an increase of 26.4% as compared with the
corresponding period last year. During the period under review, our Group sold 6,384
million Nm? of industrial gases, representing a growth of 31.1% as compared with the
corresponding period last year. The total sales volume of oxygen products, nitrogen
products and argon products were 3,269 million Nm?, 2,762 million Nm? and 64 million
Nm?, respectively. It is expected that the total installed capacity will exceed 1,700,000

Nm?*hr by 2015 upon completion of all facilities under development.

Review of On-site Gas Supply Operation

According to the SAI Report of 2011, our Group is the largest independent on-site
industrial gas supplier in the PRC, and its major gas products include oxygen, nitrogen and
argon. For the six months ended 30 June 2012, the turover of our Group's on-site gas
operation amounted to RMB2,094 million, representing an increase of 24.2% as compared
with the corresponding period last year. On-site gas supply accounted for approximately
88.0% of the turnover of our Group, mainly contributed by customers from the steel,
chemical and non-ferrous metals industries. In order to secure stable stream of income, it
is our Group's policy to enter into long-term on-site gas supply contracts with customers

selected through stringent process and to specify the minimum uptake of gases.

YINGDE GASES GROUP COMPANY LIMITED
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Management Discussion and Analysis continued)

Expansion by New Projects
During the six months ended 30 June 2012, our Group has entered into the following

new long-term on-site gas supply contracts:

Location Industry of Customer
FrEtE EFFRBTE

Hebei A 3k Chemical{t T

Henan /A & Non-ferrous metal B £ & B
Shandong LI 5 Chemical{t T

Shanxi 1L 74 Steel H#]

Xinjiang #r 58 Steel #i2]

Guangdong B & Steel # ]

Review of Merchant Gas Operation

For the six months ended 30 June 2012, affected by factors such as the prolonged
downturn of the manufacturing sector and the shrinking demand from downstream
industries, the turnover of our Group's merchant gas operation amounted to RMB286
million, representing a decrease of 23.5% as compared with the corresponding period
last year, and accounting for approximately 12.0% of the turnover of our Group. The
downturn of the steel processing industry resulted in a decrease in sales volume of
oxygen of over 30% as compared with the same period last year. Affected by the sluggish
photovoltaic market in the PRC, the unit price of argon decreased by 40.2% as compared

with the same period last year.

FINANCIAL REVIEW

Our Group managed to maintain the total sales revenue level in the first half of 2012
due to our extensive market experience and strategy. For the six months ended 30 June
2012, the total turnover of our Group amounted to RMB2,380 million, representing a
15.5% increase as compared with RMB2,060 million for the same period in 201 1. The
increase was mainly attributable to 8 more production facilities commencing operation
as compared with the same period last year which drove the increase in revenue from
our on-site gas supply operation, though such growth was partially offset by the decline in
merchant revenue. The gross profit of our Group for the six months ended 30 June 2012
was RMB744 million, representing a decrease of 2.0% as compared with the same period
last year. The overall gross profit margin of our Group for the six months ended 30 June
2012 was 31.3%. Our Group recorded a net profit attributable to equity holders of the
Company of RMB392 million.
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Management Discussion and Analysis (continued)

EEENwRD @

Turnover

Our turnover mainly consists of proceeds from the sale of industrial gas products. Our

turnover is recognized when our gas products are delivered to the customers' premises

and such customers have accepted the goods in which we have transferred the related

risks and rewards of ownership. The turnover figures represent the aggregate of the

invoiced value of goods sold, net of value-added tax.

(RMB million)
(AR®EER)

15.5%
2,380

2,060

1H2011

1H2012

L'ON

HANBRATRERHE TXRBEROME
P - BAINBARKMNREERTERR
PHMEMEFPEAZXERARMCERE
HEmNER AR RO REER - WABT
RIMBEERENEEEMEREE -

Gross Profit £l

(RMB million)
(AR®EER)

The table below sets forth our turnover generated from our on-site and merchant

customers for the periods indicated:

1H2012

1H2011

TREFINFARBRERGHRRTERPAH
FHOHA -

Six months ended 30 June

HBZ6 A30 Blte @AM

2012 2011
RMB' 000 %) RMB' 000 )
AR¥TT (%) ARETFTT (%)
Turnover 'ON
On-site R5 2,094,272 88.0 [,686,185 81.8
Merchant TE 285,816 12.0 374,021 182
Total et 2,380,088 100.0 2,060,206 100.0

YINGDE GASES GROUP COMPANY LIMITED

Interim Report 2012



Management Discussion and Analysis (continued)

The table below sets out the weighted average unit price of gases sold to our merchant

customers for the periods indicated:

BEEWR D@

TEREIRARERRARMNTETSHER
REBIETIHERER :

Six months ended 30 June

BZE6A30H1E6fEA MM
2012 2011
Unit price (RMB/Nm?)

BUER(ARY/ BEIEXK)

Oxygen ax 0.93 099
Nitrogen AR 0.79 078
Argon SR 2.19 3.66
Weighted average unit price MEFHEMER 117 137

The main factors affecting the prices of gases sold to our merchant customers include the
local market spot prices, local supply and demand and local economic conditions. The
pricing of our products sold to on-site customers is determined on a case-by-case basis in

accordance with the pricing arrangements under the gas supply contracts.

Cost of sales

Our cost of sales comprises utilities, depreciation of property, plant and equipment used
for production, staff costs for our production team and other expenses. Utilities, mainly
consisting of electricity and steam expenses, comprised 83.0% and 84.2% of our total
cost of sales for the six months ended 30 June 2012 and 2011, respectively. Depreciation
and amortization expenses relate primarily to self-owned property, plant and equipment
and intangible assets are calculated on a straight-line basis over their estimated useful
lives. Staff costs mainly relate to salaries, bonuses, benefits and contributions we pay to
our employees or make for the benefit of our employees of our production team. Other

expenses primarily consist of other consumables and repair and maintenance.

Cost of sales increased by 25.7% from RMBI,301 million for the six months ended 30
June 2011 to RMBI,636 million for the six months ended 30 June 2012, mainly due to
higher sales. Cost of sales as a percentage of turnover increased from 63.2% for the six
months ended 30 June 201 | to 68.7% for the six months ended 30 June 2012, mainly due

to decline in both selling price and demand in merchant market.
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Management Discussion and Analysis (continued)

EERENWR DT @

Income tax expenses

Income tax expenses decreased by 50.7% from RMB73 million for the six months ended
30 June 2011 to RMB36 million for the six months ended 30 June 2012, primarily due to
the preferential tax rate of 15% granted to certain of our Group's subsidiaries operating in
the western developing region of PRC and the tax credits utilized by certain subsidiaries

for the use of domestically made equipment.

Liquidity and capital resources

As at 30 June 2012, the total assets of our Group was approximately RMBI 1,905
million, representing an increase of RMB2,080 million compared to the amount as at
31 December 201 1. The cash at bank and in hand was RMB994 million, representing
an increase of RMB36 million compared to the amount as at 31 December 201 I. The
current ratio of our Group was 68.8%. The gearing ratio of our Group which is calculated

as total liabilities divided by total assets was 56.6%.

Financial resource

Bank and other loans

FiSBER
FTiSMBRMmEZ2011F6A30816EAH
REARE7ZBETRD507%EE E2012
FeH30RI6EABRRNAREBET
FTERARASEETHBRRMAPERES
RABMBER SXHNEBEHE - RETHE
NEIERTEESRBREHES

RBEEREXER

R2012F6A308 - FEBREEARARE
[90SEE L 20l FNRAIBEMAR
B2080B 8T - RITLFERERARE 994
BET L0 FENRAIBEINARKEA
B AEBREL X A688% - AREIRE
BERAEEETENBITLLER566%

HEER
RITREAMER

At 30 June At 31 December

R6A30H RI12A318

2012 2011

RMB’ 000 RMB'000

AR®T ARETT

Short-term loans FRHER 380,000 320,000
Current portion of long-term loans REEFHREH D 1,124,470 795,520
1,504,470 [,115520

Long-term portion of long-term loans REAERORHAHH 3,038,822 2,084,823
4,543,292 3,200,343

As at 30 June 2012, the carrying value of assets secured for bank and other loans were

RMB2, 141 million (31 December 201 |: RMB2,346 million).

YINGDE GASES GROUP COMPANY LIMITED
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Management Discussion and Analysis continued)

Interest

We have entered into an interest rate swap contract to achieve a targeted mix of fixed
and floating rate debts. In this interest rate swap contract, we principally receive interests
at floating rates based on London Interbank Offered Rate and pay interests at fixed rate.
The swap is designated as a cash flow hedge to hedge against changes in the interest
rates of our debt portfolio. For more details, please refer to note 15(e) to the unaudited

interim financial report.

Foreign Exchange

During the six months ended 30 June 2012, our Group had no investments in hedging of
any speculative derivatives. In view of the potential Renminbi exchange rate fluctuations,
our Group will consider arranging for proper financial instruments at appropriate times to

avoid the corresponding risks.

Pledge of Assets
Details of the pledge of assets of our Group are set out in note 5(d) to the unaudited

interim financial report.

Commitments
Details of the commitments of our Group are set out in note 19 to the unaudited interim

financial report.

HUMAN RESOURCES

The expertise and passion of our staff are the principal factors for the success of our
Group. As our staff are our important assets, our Group values the efforts made by each
of them and provides them with a comfortable and safe working environment to ensure
their excellent performance. We review the performance of our staff annually, the result

of which will be used in salary, bonus and/or other incentives review.

As at 30 June 2012, our Group had 3,215 employees, representing an increase of |,198
as compared with the same period last year. The increase of headcount was mainly due
to the commencement of operation of 8 new facilities, reserve manpower for facilities

under development and the expansion of retail sales business during the period.
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Management Discussion and Analysis (continued)

BEENWE D@

EXCELLENT MANAGEMENT

The senior management and all levels of technicians of our Group have professional
backgrounds, skills and international vision, as well as extensive experience in the
management of the industrial gas industry. Our Group also provides position-related
training and industrial safety knowledge for our staff, in order to provide customers with

the best gas supply management and professional services.

INTERIM DIVIDEND
The Directors have not recommended the payment of an interim dividend for the six
months ended 30 June 2012 (six months ended 30 June 201 1: Nil).

FUTURE OUTLOOK

Despite the dampened industrial gas market in the weakening global economy and
the slowdown of China's economic growth in 2012, particularly with the unstable
performance in the retail market, our Group is still confident with the market in the
second half of this year. Our Group will closely monitor the market and identify more
high potential customers. While maintaining the on-site gas supply business, our Group
will be more aggressive in securing customers in the retail market so as to generate

greater retums to the shareholders.

YINGDE GASES GROUP COMPANY LIMITED
Interim Report 2012
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TO THE BOARD OF DIRECTORS OF YINGDE GASES GROUP COMPANY LIMITED
(Incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the interim financial report set out on pages |15 to 39 which comprises
the consolidated statement of financial position of Yingde Gases Group Company
Limited (the “Company”) as at 30 June 2012 and the related consolidated statement of
comprehensive income and statement of changes in equity and condensed consolidated
statement of cash flows for the six-month period then ended and explanatory notes.
The Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited require the preparation of an interim financial report to be in compliance with the
relevant provisions thereof and International Accounting Standard 34, “Interim financial
reporting”, adopted by the International Accounting Standards Board. The directors

are responsible for the preparation and presentation of the interim financial report in

accordance with Intemational Accounting Standard 34.

Our responsibility is to form a conclusion, based on our review, on the interim financial
report and to report our conclusion solely to you, as a body, in accordance with our
agreed terms of engagement, and for no other purpose. We do not assume responsibility

towards or accept liability to any other person for the contents of this report.

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard on Review
Engagements 2410, “Review of interim financial information performed by the
independent auditor of the entity”, issued by the Hong Kong Institute of Certified Public
Accountants. A review of the interim financial report consists of making enquiries,
primarily of persons responsible for financial and accounting matters, and applying
analytical and other review procedures. A review is substantially less in scope than an
audit conducted in accordance with Hong Kong Standards on Auditing and consequently
does not enable us to obtain assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly, we do not express an audit

opinion.

Review Report
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Review Re po 't (continued)
ZHBREF@

CONCLUSION

Based on our review, nothing has come to our attention that causes us to believe that
the interim financial report as at 30 June 2012 is not prepared, in all material respects, in

accordance with International Accounting Standard 34, “Interim financial reporting’.

KPMG
Certified Public Accountants

8th Floor, Prince’s Building
|0 Chater Road
Central, Hong Kong

[4 August 2012

YINGDE GASES GROUP COMPANY LIMITED
Interim Report 2012
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Consolidated Statement of Comprehensive Income

e W

for the six months ended 30 June 2012 — unaudited

HZE2012%6 B30 B 1k 6 ff A B — REFEZ

Six months ended 30 June

BE6A30H1L6fEAHM
2012 2011
Note RMB’000 RMB' 000
Pt ot ARBTR ARETT
Turnover LON 2,380,088 2,060,206
Cost of sales HERAR (1,636,208) (1,301,072)
Gross profit ER 743,880 759,134
Other revenue Hofh 10,912 1,018
Selling expenses HEEM (87,678) (46,791)
Administrative expenses EREER (179,650) (101,839)
Profit from operations RS 487,464 611,522
Finance income BB 5(a) 16,103 8,853
Finance costs BITSBAR 5(a) (73,967) (52,796)
Share of results of associates i NS S 6 (179)
Share of results of jointly controlled entities FE{ & & A R4 (48) -
Profit before taxation BRBLATRIE 5 429,558 567,400
Income tax PiSH 6 (35,980) EVE)
Profit and total comprehensive income FEF AR
for the period GRENBEE 393,578 494,148
Attributable to: L& R :
Equity shareholders of the Company AREERFFEA 391,528 491903
Non-controlling interests TR AR i 2 2,050 A4S
Profit and total comprehensive income ~ ANHAFIE K&
for the period GRENBEE 393,578 494,148
Earnings per share (RMB) BREMN(AE®T) 7
Basic R 0.217 0272
Diluted ] 0217 0272
The notes on pages 20 to 39 form part of this interim financial report. Details of dividends FEEFVENMTRARPHAERED
are set out in Note 17(b). ARE D o REFBHEIMET 170) ©

%ﬁﬁ A7
E i B i &
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Consolidated Statement of Financial Position

SHTBRRR

at 30 June 2012 — unaudited

20124 6 A 30 B — R4

At 30 June At 3| December
R6A30H R12A31 8
2012 2011
Note RMB’ 000 RMB'000
B s AR¥T ARETTT
Non-current assets FREEE
Property, plant and equipment, net M - BB R&iE - FE 8 5,376,700 5076,177
Construction in progress FETRE 2,229,019 992,681
Lease prepayments HETERNFKIE 9 296,200 126,243
Intangible assets B EE 61,390 61,563
Receivables under finance lease FEM R E & 13,374 13,683
Interest in associates i RN o F 10 467,463 399,756
Interest in jointly controlled entities RE &R R I 38,736 =
Other non-current assets Hi3ERB B E 12 948,783 939,738
Deferred tax assets REFIEEE 45,061 27574
Total non-current assets FRBEELTE 9,476,726 7637415
Current assets REBEE
Inventories 78 54,105 32,323
Trade and other receivables JFE Ut B 5k e L A R LR IR I3 1,052,704 1,029,231
Receivables under finance lease e RV EF &R 2,117 2017
Income tax recoverable Bl EiEs 24,861 6,463
Pledged bank deposits BEIRRITIER 300,727 158,95 |
Cash and cash equivalents RekBREeEEY 14 994,091 958,280
Total current assets REEELRE 2,428,605 2,187,365
Current liabilities REBAE
Bank and other loans FITREME R 15 1,504,470 [,115520
Trade and other payables & A< BR R B EL At B £+ R TE 16 1,943,336 1,363,016
Obligations under finance lease MEHERE 26,159 10,525
Income tax payable e PR 57,203 73913
Total current liabilities mEAEEE 3,531,168 2562974
Net current liabilities REAETFE (1,102,563) (375,609)
Total assets less current liabilities BERAERABES 8,374,163 7,261,806

The notes on pages 20 to 39 form part of this interim financial report.

YINGDE GASES GROUP COMPANY LIMITED
Interim Report 2012



Consolidated Statement of Financial Position (continued)

BT @)

at 30 June 2012 — unaudited

R20124F 6 F 30 H — REEX

At 30 June At 3| December
Re6A30H RI12A318

2012 2011
Note RMB’000 RMB'000
BE ARBT R ARET T
Non-current liabilities FnRBasE
Bank and other loans RITREAMETR 15 3,038,822 2,084,823
Obligations under finance lease MEMEEE 105,370 119,836
Deferred tax liabilities BLERBEAE 63,753 53,796
Total non-current liabilities FRBEBERRE 3,207,945 2,258,455
Net assets EEFE 5,166,218 5,003,351
Equity B
Share capital A 12 12
Reserves (& 18 5,107,378 4991271
Total equity attributable to equity ERRERFEA
shareholders of the Company iR AE 5,107,390 4,991,283
Non-controlling interests FERBRRES 58,828 12,068
Total equity FER R 5,166,218 5,003,351

Approved and authorised for issue by the board of directors on 14 August 2012.

The notes on pages 20 to 39 form part of this interim financial report.

Zhongguo Sun
Zhongguo Sun
Director
EE

EESN012F8 A 14 BHLERIERETIE o

Zhao Xiangti
HHIAE
Director

EF

FNEEFIANMERATHRRBEIHREN
ARRER D ©
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Consolidated Statement of Changes in Equity
I RESS B R

for the six months ended 30 June 2012 — unaudited

EHZE 201296 A30 B 1E6fE A K — REEZ

Attributable to equity shareholders of the Company

AR ARBEBARSE
Non-
Share Share  Statutory Other  Retained controlling Total
capital  premium reserve reserve earnings Total interests equity
2R

Bx  BRtaR iERK  HtRE  RERN CHEN T
Note ~ RMBO00 ~ RMBO00  RMBOOO  RMBOOO ~ RMBOOO  RMB'000  RMBO0O  RMBIO0O
i ARBTL ARMTR ARETT ARMTR ARETRL ARBTL ARETR ARETR

At | January 201 | RWIFIAIR 12 2550 308238 (3136%) 1362775 435283l 13720 436655!
Purchase of own shares R {D[EIf& 17(a) = (11,684) = = = (11,684) = (11,684)
Total comprehensive  AHYRE MG AT

income for the period = = = = 491,903 491903 2245 494,148
Dividends approved BB LEEN

in respect of the BERRE

previous year 170) . - . (180683 (180683) - (180683)
At 30 June 201 | R11F6A30R 12 2983818 308238 (313696) 1673995 4652367 15965 4668332
At | January 2012 R02EIAIR 12 2983818 401862  (313,696) 1919287 4,991,283 12,068 5,003,351
Total comprehensive PN

income for the period - - - - 391,528 391,528 2,050 393,578
Dividends approved BHLEFEN

in respect of the BERRE

previous year 170) . - - C(34g8Y) (234889 _ s®)

Capital contribution FERRETE

from a non-controlling

shareholder - - - - - - 4171 4171
Fffect onequityarising ~ WEEFEERRIRER

from the acquisition ERETNTE

of non-controlling

- - - - s - @) 405R -
At 30 June 2012 R12F6A30R 12 2983818 401862  (354229) 2075927 5,107,390 58828 5,166,218
The notes on pages 20 to 39 form part of this interim financial report. FWEEEENMTRRTHABREDN

ABRER S ©
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Condensed Consolidated Statement of Cash Flows

BALHRSRER
EHS R ERE
for the six months ended 30 June 2012 — unaudited

HZE 20125 6 A 30 B 1k 618 B B — REE#

Six months ended 30 June

BZE6A30H L6 HE
2012 201
RMB’ 000 RMB'000

AR®T ARETTT

Net cash generated from operating activities
Net cash used in investing activities

Net cash generated from financing activities

RERPMENHREFR
RERYMANR T FE
BERBAENRDFR

Net increase in cash and cash equivalents
Cash and cash equivalents as at | January

Effect of foreign exchange rate changes

BEREESENENFE
®1 A1 BRERRAEEY
SEEFEDHYE

Cash and cash equivalents as at 30 June

K6 B30 & MREEEY

440,557 422360
(1,747.413) (1,167,823)
1,340,646 1,339,704
33,790 594,24
958,280 970458
2,021 (15,136)
994,091 | 549,563

The notes on pages 20 to 39 form part of this interim financial report.

FANEEE39 AMMERAT B IRE
ARRCER S ©
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Notes to the Unaudited Interim Financial Report

ZN

REZPPP B RS

CORPORATE INFORMATION AND GROUP REORGANISATION
Yingde Gases Group Company Limited (the “Company") was incorporated in the
Cayman Islands on 25 September 2007 as an exempted company with limited
liability under the Companies Law, Chapter 22 (Law 3 of 1961, as consolidated
and revised) of the Cayman Islands. The Company and its subsidiaries (the “Group")
are principally engaged in the production and sales of industrial gases in the
People’s Republic of China (the “PRC").

Pursuant to a group reorganisation completed on 10 July 2009 (the “Reorganisation”)
to rationalise the group structure for the public listing of the Company's shares on the
Main Board of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”),
the Company became the holding company of the subsidianies comprising the Group.
Details of the Reorganisation are set out in the prospectus of the Company dated 24
September 2009. The Company issued 339,232,500 ordinary shares with par value of
USD0.000001 each at a price of HKD7.00 per share by way of public offering of the
Company's ordinary shares to Hong Kong and overseas investors. The Company's

shares have been listed on the Stock Exchange since 8 October 2009.

BASIS OF PREPARATION

This interim financial report has been prepared in accordance with the applicable
disclosure provisions of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited, including compliance with International
Accounting Standard 34, “Interim financial reporting”, (“IAS 34") adopted by the
International Accounting Standards Board (“IASB"). It was authorised for issue on

[4 August 2012.

The interim financial report has been prepared in accordance with the same

accounting policies adopted in the 201 | annual financial statements.

YINGDE GASES GROUP COMPANY LIMITED

Interim Report 2012
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Notes to the Unaudited Interim Financial Report (continued)

2N

BASIS OF PREPARATION (continued)

At 30 June 2012, the Group's current liabilities exceeded its current assets by
RMBI,102,563,000, which includes bank and other loans repayable within one
year of RMB,504,470,000. In preparing the interim financial report, the directors
have considered the Group's sources of liquidity and believe that adequate funding
is available to fulfil the Group's short-term obligations and capital expenditure
requirements. Accordingly, the interim financial report has been prepared on a

basis that the Group will be able to continue as a going concem.

The preparation of an interim financial report in conformity with IAS 34 requires
management to make judgements, estimates and assumptions that affect the
application of policies and reported amounts of assets and liabilities, income and

expenses on a year to date basis. Actual results may differ from these estimates.

The interim financial report contains condensed consolidated financial statements
and selected explanatory notes. The notes include an explanation of events and
transactions that are significant to an understanding of the changes in financial
position and performance of the Group since the 201 | annual financial statements.
The condensed consolidated interim financial statements and notes thereon do not
include all of the information required for full set of financial statements prepared

in accordance with Interational Financial Reporting Standards (“IFRSs").

The interim financial report is unaudited, but has been reviewed by KPMG in
accordance with Hong Kong Standard on Review Engagements 2410, “Review
of interim financial information performed by the independent auditor of the
entity”, issued by the Hong Kong Institute of Certified Public Accountants. KPMG's
independent review report to the board of directors is included on pages |3 and
14.
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REZPPTBREM T @

BASIS OF PREPARATION (continued)

The financial information relating to the financial year ended 31 December
2011 that is included in the interim financial report as being previously reported
information does not constitute the Group's annual financial statements prepared
under IFRSs for that financial year but is derived from those financial statements.
The Group's annual financial statements for the year ended 31 December 201 |
are available from the Company's registered office. The auditors have expressed
an unqualified opinion on those financial statements in their report dated 16 March

2012.

NEW AND REVISED IFRSs

The IASB has issued a few amendments to IFRSs that are first effective for the
current accounting period of the Group. None of these developments are relevant
to the Group's financial statements and the Group has not applied any new
standard, amendment or interpretation that is not yet effective for the current

accounting period.

SEGMENT REPORTING

The Group is mainly engaged in the production and sales of industrial gases in the
PRC. Although the industrial gases are sold to on-site and merchant customers, the
Group's most senior executive management regularly review their consolidated
financial information to assess the performance and make resource allocation

decisions. Accordingly, no segment information is presented.

YINGDE GASES GROUP COMPANY LIMITED
Interim Report 2012

Notes to the Unaudited Interim Financial Report (continued)
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Notes to the Unaudited Interim Financial Report (continued)
AEERZ PR B RS e

PROFIT BEFORE TAXATION

Profit before taxation is arrived at after charging/(crediting):

BRI 7B
BRERTFEE R (GEA) :

Six months ended 30 June

BZEcA30BL6EAME

2012 201 |

RMB’000 RMB'000

ARETF T ARBTT

(@)  Finance (income)/costs: B (A, B

Interest income | SIA (4,977) (8,005)
Finance income on receivables under finance lease FEW R & T E R RLE WA (814) (848)
Foreign currency exchange gain BE 5 i as (10,312) =
Finance income BTN (16,103) (8,853)
Interest on bank and other loans HRATRE M E A FE 116,061 TS
Finance charges on obligations under finance lease HEHEARNREER 1,168 1,195
Total interest expenses MEX b st 117,229 80,318
Less: borrowing costs capitalised B B (43,262) (32218)
73,967 48,100
Foreign currency exchange loss BE K &R - 4,696
Finance costs B ACR 73,967 52,796
57,864 43,943

Borrowing costs have been capitalised

at the following rates:

Capitalisation rate (per annum)

FEFRAAIZA T RIRE AR

B =(BF)

5.3%-7.8% 5.49%-7.3%

23
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Notes to the Unaudited Interim Financial Report (continued)

AEBEZP R BREN T

)

5  PROFIT BEFORE TAXATION (continued) 5 BRBIATFB(E)
Profit before taxation is arrived at after charging/(crediting) (continued): BRELRIAER 8R(GEA) (&)
Six months ended 30 June
BZ¢A30B1L6EAKERE
2012 2011
RMB’000 RMB'000
AR®FR ARETT
(b)  Other items: (b) HER
Utilities AHER
- Electricity —-E5 1,100,777 856,277
- Steam —#&A 257,731 238,661
Depreciation e 170,277 124,114
Amortisation i
- Land lease premium —HEBENRE 1,826 735
- Intangible assets —-BEE 2,041 638
Staff costs BIRA 130,957 79,048
Operating lease charges: minimum lease REHEER - RIEHE
payment (land and buildings) FATHEEE) 5931 2940
Provision/(write-back) of impairment losses on PRI R I Bt R B
trade and other receivables REEE,/(EE) 26,347 (3306)
Net loss on disposal of property, HEWE  BERZEN
plant and equipment BEFHE 36 5

YINGDE GASES GROUP COMPANY LIMITED
Interim Report 2012
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Notes to the Unaudited Interim Financial Report (continued)
A% P R B A R S B AT

2N

INCOME TAX

A

nr

Fi

Six months ended 30 June

BE6A30HL6EAKME

2012 2011
RMB’000 RMB'000
ARMF T ARBTT
Provision for PRC income tax during the period AER B ST 43510 63,604
Deferred tax EAER A (7,530) 9,648
35,980 73,252

Pursuant to the rules and regulations of the Cayman Islands and the British
Virgin Islands (“BVI"), the Group is not subject to any income tax in the
Cayman Islands and BVI.

No provision has been made for Hong Kong profits tax as the Group does
not earn any income subject to Hong Kong profits tax during the current

and prior periods.

The provision for current PRC income tax is based on a statutory rate
of 25% (six months ended 30 June 201 |: 25%) of the assessable profit as
determined in accordance with the relevant income tax rules and regulations
of the PRC, except for certain subsidiaries of the Group, which are entitled
to 50% exemption of the income tax pursuant to the grandfathering
arrangement under the Corporate Income Tax Law of the PRC. In addition,
pursuant to the relevant documents issued by the state and local tax bureau
of the PRC during the six months ended 30 June 2012, certain of the
Group's subsidiaries operating in the western developing region of the PRC

are granted the preferential tax rate of 15%.
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Notes to the Unaudited Interim Financial Report (continued)

AEBEZP R BRENZT @

6  INCOME TAX (continued) 6 Fr

(b)  Before 31 December 2007, certain subsidiaries of the Group in the PRC (b)

obtained the approval of income tax credit for purchasing qualified domestic
equipment from the local tax authorities in accordance with the relevant
tax regulations issued by the State Administration of Taxation. Pursuant to
Guoshuifa [2008] No.52 issued by the State Administration of Taxation in
May 2008, such tax credit policy ceased to be effective since | January 2008.
During the six months ended 30 June 2012, certain subsidiaries utilised
the unused tax credit of RMB25,423,000 granted by the relevant local tax
authorities prior to 31 December 2007 (six months ended 30 June 201 I:
RMB47,380,000).

()  Withholding tax at 10%, unless reduced by a treaty or agreement, is (¢)
imposed when dividends are distributed by a PRC-resident enterprise to its
immediate holding company outside mainland China for eamings generated
beginning on | January 2008. Undistributed eamings generated prior to |

January 2008 are exempted from such withholding tax.

YINGDE GASES GROUP COMPANY LIMITED
Interim Report 2012
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Notes to the Unaudited Interim Financial Report (continued)
RCEZ P HAI RS M 5T @

7 EARNINGS PER SHARE 7 BREN
(@)  Basic earnings per share @ BREXREF
The calculation of basic eamings per share for the six months ended 30 June B E201F6A30H LefE A H
2012 is based on the profit attributable to ordinary equity shareholders of - SREABFEBEARAAL
the Company for the six months ended 30 June 2012 of RMB391,528,000 BRERFEARGMNEARE
(six months ended 30 June 201 1: RMB491,903,000) and the weighted 3915280007 (& £2011 6 A30H
average number of 1,806,830,000 ordinary shares (six months ended 30 618 A AR : A K %491903000
June 201 1: 1,807,139,000 ordinary shares) during the period. To) AREE2012F6A30H I

Y EENS RS RS =
1.806,830000 % (B = 201146 A30
B 161 A 8RR : 1,807,139,000 % &

BEOFE
(b)  Diluted earnings per share (b)) BREZER
The amount of diluted eamings per share is the same as basic eamnings per B & FEAH K LA BT EA 5
share as there were no dilutive potential ordinary shares in existence during BEEEHSERKR  SRES
both the current and prior periods. BN EBGRERBNEERE -
8  PROPERTY, PLANT AND EQUIPMENT 8 WX BERRE
During the six months ended 30 June 2012, the additions of property, plant EZE2012F6 A30H (-6 1E AR - A&
and equipment (including transferred from construction in progress) of the SEMEME BERRB(EERE
Group amounted to RMB471,333,000 (six months ended 30 June 201 I: BIBREAN)RARK 471333000 (8
RMB944,804,000). tems of property, plant and equipment with net book value E011F6HA308 LLefil A B : A
of RMB533,000 were disposed of during the six months ended 30 June 2012 (six R #9448040007T ) © & £2012F 6 A
months ended 30 June 201 I: RMB5,000). 30HIE6EAMM - REFEAARKE

533000 TR ~ BERRECIERE
(BLZE20115FE68308 [kef@ B B -
AREES0007T) ©
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REZPPTBREM T @

PROPERTY, PLANT AND EQUIPMENT (continued)

As at 30 June 2012, the Group was in the process of applying for the ownership
certificate for certain buildings with an aggregate net book value amounting to
RMB33,046,000 (31 December 201 : RMB29,503,000). The directors of the
Company are of the opinion that the Group is entitled to lawfully and validly

occupy and use of the above mentioned buildings.

Certain of the Group's leased plant and machinery and construction in progress
are considered as being held under finance lease. Net book value of plant and
machinery held under finance lease and construction in progress held under finance
lease as at 30 June 2012 were RMB169,468,000 and Nil (31 December 201 I:
RMB23,613,000 and RMB143,000,000) respectively.

LEASE PREPAYMENTS

Lease prepayments comprise interests in leasehold land held for own use under
operating leases located in the PRC with the carrying amount of RMB296,200,000
as at 30 June 2012 (31 December 201 I: RMB126,243,000), of which RMBI71,783,000

were newly acquired during the six months ended 30 June 2012.

YINGDE GASES GROUP COMPANY LIMITED
Interim Report 2012

Notes to the Unaudited Interim Financial Report (continued)
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RENERIENEEHFEIAAA
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Notes to the Unaudited Interim Financial Report (continued)

AL

EZ PR E W @

INTEREST IN ASSOCIATES REEE DR R ER
At 30 June At 3| December
Re6A30H nI12A31H
2012 201
RMB’ 000 RMB'000
ARETT ARETIT
Share of net assets EFEE 467,463 399,756

Details of the Group's associates at 30 June 2012 are as follows:

R2012F6 308 - REBREZ AT
250 -

Place of Particulars of
incorporation issued and The Group’s Principal
Name of associate and operation paid up capital  effective interest activities
BRI R ERTHAR iy
BHENTEH E SR EXFR RAMER FEEK
RMB’ 000
AR®TR
Anyang Zhongying Fertilizer Co., Ltd. PRC 430,000 33% Production and sale
of chemical products
L5 BLEARAE] FE HENBECTER
Gansu Hongsheng New Energy Co,, Ltd. PRC 666,670 45% Production and sale
of chemical products
HRERAFERERAR I HERKBELCIER
China National Air Separation PRC 50,000 30% Manufacturing and sale of
Plant Co., Ltd. (Note) air separation equipment
REZESREERAR () RE =D RENBEEMHE

Note: During the six months ended 30 June 2012, the Group acquired 30% equity

interest in China National Air Separation Plant Co.,, Ltd. from certain third
parties for cash consideration of RMB33,300,000.

d BE002F6A30H 6 AH
B AEEUREHUBARY
33300000 TRETE=HBET
F B 2 5 R A8 A PR 2 B]30% B 1

o

Bl

B
St
H
i
i1
at
i
st D
o 2l
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Notes to the Unaudited Interim Financial Report (continued)

AEBEZP R BRENZT @

Il INTEREST IN JOINTLY CONTROLLED ENTITIES

Rn&

ZNRMER

At 30 June At 3| December
Re6A30H RI12A31H
2012 2011
RMB’000 RMB'000
ARBTR ARETT

Share of net assets R EE

38,736 =

Details of the Group's jointly controlled entities at 30 June 2012 are as follows:

R2012%F6 A30H @ AEEBNAZEAT

AT
Place of Particulars of
incorporation issued and The Group’s Principal
Name of jointly controlled entity and operation paid up capital  effective interest activities
LK ERTHAR F&H
REDNRER R BRFHE BXMEDS FERE
RMB’ 000
ARBTR
Shandong Bositeng Chunye Co., Ltd. PRC 123,147 40% Production and sale
("Shandong Bositeng”) (Note (i)) of chemical products
IWRBHEEXERAF F (L TEmMBGENMHE
(MR B (E®O)
Panzhihua Kaiyuan Gases Co,, Ltd. PRC 30,400 49% Production and sale
(“Panzhihua Kaiyuan™) (Note (ii)) of industrial gases
ERIERTREERAR 5 TERBNEEMHE
(MBAER T )) (REGi)
Notes: it
()  During the six months ended 30 June 2012, the Group signed an agreement () B ZE20012F6A308 LL6fE A H

with the sole shareholder of Shandong Bositeng for enlarging the paid-in
capital of Shandong Bositeng. Pursuant to the agreement, the Group shall
contribute USD 18,810,000 for 40% equity interest in Shandong Bositeng, of
which USD3,770,000 (equivalent to RMB23,800,000) was injected during
the six months ended 30 June 2012.

(i) Panzhihua Kaiyuan was established by the Group and a third party joint

venture partner during the six months ended 30 June 2012.

YINGDE GASES GROUP COMPANY LIMITED
Interim Report 2012

(i)

M - AN L RIS R — R
RER THEMZ - BREHER
TASEERMLURERELE
18,810,000 T ARSI SR EHT B8
40% K - BE 201286 A30A1E
618 A H3fE + B)E & 3,7700003E 7T
(FBE R AR 238000007T) °

B Z20012%F6A308 1E6fE A &
B AEEE-RF=ZFEED
EAERR TEBIEHAT
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Notes to the Unaudited Interim Financial Report (continued)
RCEZ P HAI RS M 5T @

OTHER NON-CURRENT ASSETS

12 H#EREBEE

At 30 June At 3| December
R6A30H RI12A318
2012 201 |
RMB’000 RMB'000
ARBTR ARBTT
Prepayment for property, plant and Y ER N E Rl
equipment and land use right T RENTER K 854,707 903,393
Other investment in equity securities HiRERE 16,327 12,727
Long-term receivables and others R HAMEUGR I EoAth 77,749 23618
948,783 939,738
TRADE AND OTHER RECEIVABLES 13 EBURERRREGERKE
At 30 June At 3| December
R6A30H RI12H31H
2012 2011
RMB’000 RMB'000
AR®BTR ARETT
Trade receivables e BR X 562,028 447 964
Bills receivable eSS 153,931 TR
Less: allowance for doubtful debts W RERER (46,855) (20,508)
669,104 665,975
Deposits and other receivables e R HE R 383,600 363,256
1,052,704 1,029,231
BER



32

Notes to the Unaudited Interim Financial Report (continued)

AEBEZP R BRENZT @

I3 TRADE AND OTHER RECEIVABLES (continued) 13 PEURERFR R H f FE U 508 (8)
Included in trade and other receivables are trade receivables and bills receivable (net JRE LT B R I L A R LUK TR B FE DA TS P R
of allowance for doubtful debts) with the following ageing analysis: EARNMEREE (R REERR) &

DM ZHIWT
At 30 June At 3| December
Re6A30H RI12A31H
2012 2011
RMB’000 RMB'000
ARBTR ARETT
Current REH 540,041 555218
Less than | month past due B EE—EA 48,628 86016
| to 3 months past due BHR—ZE={EA 38,858 11,906
More than 3 months but less BH="EAZ+_EA
than 12 months past due 41,577 12,835
Amounts past due B e 129,063 110,757
669,104 665975
The credit terms for trade receivables from on-site customers are generally 30 to RS EPRIGRTEESR—MRR30ZE4S
45 days. The bills receivable are normally due within 180 days from the date of B--BERE-—HREFREERLIGOAR
issuing. 2Ef -
14 CASH AND CASH EQUIVALENTS 14 RERREEEY

Cash and cash equivalents in the consolidated statement of financial position and
the condensed consolidated statement of cash flows comprise cash at bank and in

hand.

The Group's cash and bank balances in the PRC amounted to RMB714,036,000
as at 30 June 2012 (31 December 201 I: RMB761,618,000). RMB is not a freely
convertible currency and the remittance of funds out of the PRC is subject to the

exchange restriction imposed by the PRC government.

YINGDE GASES GROUP COMPANY LIMITED
Interim Report 2012
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Notes to the Unaudited Interim Financial Report (continued)
RCEZ P HAI RS M 5T @

I5  BANK AND OTHER LOANS 15 RITRHEMER

(@)  The bank and other loans comprise: @ BITREMBERERE:
At 30 June At 3| December
R6A30H ®12A318
2012 2011
RMB’000 RMB'000
AR%®TR ARETT
Short-term loans SR 380,000 320,000
Current portion of long-term loans REBEFH RS 1,124,470 795,520
1,504,470 [,115520
Long-term portion of long-term loans ROEFORBAH D 3,038,822 2,084,823
4,543,292 3,200,343

The bank and other loans were repayable as follows:

(b) BTRHEGEREBRHRMT :

At 30 June At 3| December

R6A30R8 RI12A318

2012 2011

RMB’ 000 RMB' 000

ARETR ARETTT

Within | year —FR 1,504,470 1,115,520
After | year but within 2 years —FREMERN 1,281,873 998,558
After 2 years but within 5 years MERERFRA 1,731,011 1,019,602
After 5 years hFk 25,938 66,663
4,543,292 3,200,343




Notes to the Unaudited Interim Financial Report (continued)

AEBEZP R BRENZT @

I5 BANK AND OTHER LOANS (continued)

15 RITREMCERER)

() The bank and other loans were secured as follows: € RTRHAGERERBERMT :

At 30 June At 3| December
Re6A30H RI2A31R
2012 2011
RMB’ 000 RMB'000
AR®TR ARETT

Bank loans RITER
- secured Fiiwil 2,636,788 2,222,675
- unsecured —E 1,856,504 927,668
Other loans - secured Hip B —FHEH 50,000 50,000
4,543,292 3,200,343

(d)  The carrying value of assets secured for bank and other loans were as (d) MBITREMEREFNEER
follows: EHEENT :
At 30 June At 3| December
R6A30H RI12A318
2012 2011
RMB’ 000 RMB'000
AR®BTR ARETT
Property, plant and equipment L ERNT g 2,130,026 23FITN
Lease prepayments MERNKIE 10,680 10,792
2,140,706 2,345,724
(e) Interest rate swap () W=

On 26 June 2012, the Group entered into an interest rate swap contract to

hedge the interest rate risk in relation to the USD 150,000,000 floating rate

syndicated loan obtained in April 2012. The syndicated loan is repayable in

2013 to 2015. The carrying amount of the interest rate swap was Nil at 30

June 2012.

34 YINGDE GASES GROUP COMPANY LIMITED
Interim Report 2012

R212F6A268 ' A& B %
I —IEMEEBERALERR
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Notes to the Unaudited Interim Financial Report (continued)
A% P R B A R S B AT

16  TRADE AND OTHER PAYABLES l6 FEMAIRMRHMEARIE
At 30 June At 3| December
R6A308 RI12A318
2012 201 |
RMB’ 000 RMB'000
ARBTR ARETT
Trade payables FETBR SR 29,969 25364
Bills payable ARES 531,290 269,500
Payable for property, plant and equipment WE - BB MR RN R 1,020,574 911,209
Dividends payable FETAR S
- equity shareholders of the Company —RRAERFAA 234,888 -
- non-controlling shareholders —JEIRARARER - 6,480
Accrued expenses and other payables TR B A R E M eI 126,615 150463
1,943,336 1,363,016
SHARE CAPITAL AND DIVIDENDS 17 BRERRE
(@)  Share capital @ B=E

Pursuant to the written resolution passed by the board of directors on

7 January 2011, the Company repurchased 2,402,500 shares of its own

ordinary shares on the Stock Exchange at an aggregate consideration of
HKD 13,683,000 (equivalent to RMBI 1,684,000) in January 201 I. The lowest
and the highest price paid were HKDS5.60 per share and HKD5.70 per share

respectively. All the shares repurchased have been cancelled and accordingly

the issued share capital of the Company was reduced by the nominal value

of these shares. The premium paid on the repurchase of the shares of

RMBI 1,684,000 was charged to the share premium.

There was no share repurchase during the six months ended 30 June 2012.

RE201FIA7TENES G R
R ARR0IEIA MR
B13683000/8 T E RN AR
11,684,000 7C ) # ¥ (B 1 Bk A2 FT
[ 8 7 2,402,500 R L @A - X 13
MxEMREEEES AR
5608 TLMS708 T © L FERH
EREBERTIHE  MARRZ
BEETRATEERERE 2 E
B BBRNAZAZEEAR
11,684,000 7T E AR 7 i (B 41
[g{f\\ o

HZE200129F6A308 1E6fE A &
BRBRHEE -
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Notes to the Unaudited Interim Financial Report (continued)

AR

ERPHNBREWE®

17 SHARE CAPITAL AND DIVIDENDS (continued) 17
(b)  Dividends
() Dividends payable to equity shareholders attributable to the interim period

The directors have not recommended the payment of an interim dividend
for the six months ended 30 June 2012 (six months ended 30 June 201 I:
Nil).

Dividends payable to equity shareholders attributable to the previous

financial year, approved during the interim period

MR KBRS (&)
(b) BE
() APHENMTERSEANRE

ARREEGREREBREHE
2012F6A308 618 A 5 &
RIS (B E 201 1 F6 A30BLE
6EAEME : T) o

R R AR AR BN TS
A AR E— B RE RS

Six months ended 30 June

BZ6A30HL6EADRE
2012 2011
RMB’ 000 RMB'000
AR®BTR ARETT
Final dividend in respect of the previous FABE & ERERR M B R
financial year approved during FFEEARBRE
the following interim period 234,888 180,683

A final dividend of RMBO.I3 per share totalling RMB234,888,000 in respect
of the vear ended 3| December 201 | was approved at the annual general

meeting held on |5 June 2012 and was subsequently paid in July 2012.

YINGDE GASES GROUP COMPANY LIMITED
Interim Report 2012

HZ01FNA3BLFENER
ARBOBTREARE - £ ARK
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Notes to the Unaudited Interim Financial Report (continued)

2N

18 MATERIAL RELATED PARTY TRANSACTIONS

Remuneration for key management personnel of the Group is as follows:

A

nr

EZ PR E W @

18

EPN| )
AEERBREEASHMIT -

Six months ended 30 June

BE6A30HL6EAMME

2012 2011
RMB’000 RMB'000
AR%®TR ARETT
Short-term employee benefits 1 HiE B8 A 5,120 2,986
Post-employment benefits BERL AR A 24 20
5,144 3,006

Total remuneration is included in “staff costs” (see Note 5(b)).

Pursuant to the relevant labour rules and regulations in the PRC, the Group's PRC
subsidiaries participate in defined contribution retirement benefit schemes (the
“Schemes”) organised by the respective local government authorities whereby the
Group is required to make contributions to the Schemes at rates in the range of

10% to 22% of the eligible employees' salaries during the periods presented.

The Group also operates a Mandatory Provident Fund Scheme (the “MPF
scheme”) under the Hong Kong Mandatory Provident Fund Schemes Ordinance
for employees employed under the jurisdiction of the Hong Kong Employment
Ordinance. The MPF scheme is a defined contribution retirement plan administered
by independent trustees. Under the MPF scheme, the employer and its employees
are each required to make contributions to the plan at 5% of the employees'
relevant income, subject to a cap of monthly relevant income of HKD25,000.

Contributions to the plan vest immediately.

The Group has no other material obligation for the payment of pension benefits

beyond the annual contributions described above.

FrifsagEE Al B TROKR [(RIEESD)) °

KRB S EBRAERTE - AEE
FERERK B QR 2 M E it 7 R
FHBR Y TE B BRI ARt &1 ([ kst
8Bt AEBEBRSEREER
HAR 5 & 89 10% 2 22% A 3% =t &1 4 i 4t

+)
/i’)"\o

AEENRREBRGE DB IR
BEEBEEEDEEOE S KA
HABRFTE([RERHE]) - RS
FEA-EEBUGEATENRER
it o TRBERHET EXRER
EBARZNEELHERNEERH
ABHS%HER  MEBAENLERA
B A 2500087  Zat 2l RN
%o

B B RN AREYEAMGE
KEARBRISNRIE -
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Notes to the Unaudited Interim Financial Report (continued)
AEBERZTFHRIBFRE it w

19 COMMITMENTS 19 HiE

@@ BEXREE
RNNF6A30H  AEEANE
AAEERIIMT

(@)  Capital commitments

As at 30 June 2012, the Group had capital commitments as follows:

At 30 June At 3| December
Re6A30H RI12A31H
2012 2011
RMB’000 RMB'000
ARBTR ARBTFT
Authorised and contracted for ERERDEIA
- properties and equipment — M KR 3,480,201 2,811,007
- investment in associate —BEARRE 20,000 50,000
- investment in jointly controlled entity —RERARE 95,156 -
Authorised but not contracted for ERREERETA
- properties and equipment eV E L 5,211,239 3,853,080
8,806,596 6,714,087

(b) REHEHRE
R2012F6A30R - AEERIE
TR EMAENE B LT
MMENRREERENFEE

(b)  Operating lease commitments
As at 30 June 2012, the Group's total future minimum lease payments
under non-cancellable operating leases in respect of land and properties, are

payable as follows:

T

At 30 June At 3| December

R6A308 i LA S S

2012 201 |

RMB’ 000 RMB'000

AR®TR ARBTT

Within | year —FR 10,633 1720135
After | year but within 5 years —FRERFRA 12,561 18,355
After 5 years TLFf& 24,098 46,287
47,292 76,775

None of the leases includes contingent rentals.

38 YINGDE GASES GROUP COMPANY LIMITED
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Notes to the Unaudited Interim Financial Report (continued)
A% P R B A R S B AT

2N

COMMITMENTS (continued)

(c)  Legal contingencies
The Group is the defendant in certain lawsuit as well as the plaintiff in other
proceedings arising in the ordinary course of business. While the outcomes
of such contingencies, lawsuit or other proceedings cannot be estimated
at present, management believes that any resulting liabilities will not have a
material adverse effect on the financial position or operating results of the

Group.

SUBSEQUENT EVENT

On 13 July 2012, a medium-term notes (the “Notes") of an aggregate principal
amount of RMB880 million were issued by the Group’s subsidiary, Hunan Yingde
Gases Co,, Ltd, to certain institutional investors in the PRC. The Notes are bearing

interest at 5.5% per annum and repayable in 2017.

19

20

AIE(E)

() DEZEESE
FEERETEEFAFHE
EF hRAFEBTHRNEM
RAFHRE - EE A A EAHR
TR BEE  AEFARIH
MFRHNER - EEEMREEM
ASIENEEE T EEREE
I BIRR L E KB ENER
HEEPE -

H&RER

RWNE7TAIZA AEEH B A A
WEREREARARMIIEERE
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Other Information

HittEH

PURCHASE, SALE OR REDEMPTION OF OUR COMPANY’S LISTED
SECURITIES

During the period from | January 2012 to 30 June 2012, neither our Company nor any
of our subsidiaries has purchased, sold or redeemed any of the listed securities of our

Company.

DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS AND SHORT
POSITION IN SHARES, UNDERLYING SHARES OR DEBENTURES OF OUR
COMPANY AND OUR ASSOCIATED CORPORATIONS

As at 30 June 2012, the interests and short positions of the Directors and chief executive
of our Company in the Shares, underlying Shares or debentures of our Company and
our associated corporations (within the meaning of Part XV of the SFO), as recorded in
the register required to be kept by our Company under Section 352 of the SFO or as
otherwise notified to our Company and the Hong Kong Stock Exchange pursuant to the

Model Code of the Listing Rules contained in Appendix 0 were as follows:

BE - HEIBEALT LHES

WRFIAIEE01NF6A30EHM - AR
AN ETMMNBARTERE HEELOA
NG R e

EERESTHABREADTREEBE
B - HRROREFHESER KR

R2012F6A308  RARARIEZEREETH
ABRAAR REBEEE (TER(ESH L
BIEBDEXVE) IR G - HBRHHESFH
BABLHERAARRE(ER RARED)E
32 IR N B 2 B - SRR LR
AlRtsE+FEl c RESFREHNG AR RES
B ERABINT

Approximate

Number of percentage
Name Nature of interest Shares of shareholding
=L BEME BRH#E SRESEILL
(Note)
(FfE)
Mr. Zhongguo Sun Beneficiary of a trust 295,200,000 (long position) 16.34%
Zhongguo Sun Jt 4 EERE@A 295,200,000 & (478)
Mr. Zhao Xiangti Deemed interest, interest of 253,129,585 (long position)
HIER R4 controlled company
HERA s (EH A RIS 253,129,585 & (472
Beneficial owner 892,000 (long position)
BExSHAA 892,000 % (4 &)
254,021,585 (long position) 14.06%
254,021,585 B (47 8)
Mr. Trevor Raymond Strutt Founder of a discretionary trust 181,661,461 (long position) 10.05%

Trevor Raymond Strutt %54 SREEFERIRIA

Note: There were |,806,830,000 Shares in issue as at 30 June 2012.

YINGDE GASES GROUP COMPANY LIMITED
Interim Report 2012
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Save as disclosed above, as at 30 June 2012, none of the Directors and the chief
executive of our Company (including their spouses and children under 18 years of age)
had any interest or short positions in the Shares, underlying Shares or debentures of our
Company or our associated corporations, as recorded in the register required to be kept
under section 352 of the SFO or required to be notified to our Company and the Hong
Kong Stock Exchange pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS AND OTHER PERSONS’ INTERESTS AND SHORT
POSITIONS IN THE SHARES AND UNDERLYING SHARES OF OUR COMPANY

As at 30 June 2012, the interests or short positions of persons (other than the Directors
and chief executive of our Company) in the Shares or underlying Shares of our Company
as recorded in the register required to be kept by our Company under Section 336 of

Part XV of the SFO were as follows:

Other Information (ontinued)

HER @)

BEXHEEEN R2012F6A308  AR7]
EX SR THAB(RREESNEERRMN 85
0)F )RR AR R R SRR AR 2 k1D - B
DHEFFHEBRHERRB(ER LA RNE
352 ERTE MBTE 2 B R MASIREIZETRIE
HMERRNEREBEBBIMNERIAE

FERRREMALTRAQATRM KEE
BONERRAR

R2012F6A308 * THAL(ARARNES
KRR ITEABBRIN AR BRI 4 kA8 EE
B EACENARBDRBELER S E
BINEXVERE 336 (FMENBFE 2 BRMA
MERSUARINT

Approximate

Number of percentage

Name Nature of interest Shares of shareholding

=L BEME BRHEHE HRESEIL

(Note)

)

Baslow Beneficial owner 181,661,461 (long position) 10.05%
BRBEAA 181,661,461 R(478)

Baslow Resources Limited Deemed interest, interest of 181,661,461 (long position) 10.05%

controlled company

HFRA s (EHI A Rl 181,661,461 B (45 8)

Bubbly Brooke Holdings Limited Beneficial owner 295,200,000 (long position) 16.34%
BREBEAA 295,200,000 B (47 &)

Li Hongmei Founder of a discretionary trust 295,200,000 (long position) 16.34%
FHUK RREFEOKIA 295,200,000 B (472
Yang Yonggang Deemed interest, interest of 261,129,585 (long position)

&Kl conrolled company

ARYEG A e (YK 2 Bl 261,129,585 X (47 2")
Beneficial owner 892,000 (long position)
BRBEA 892,000 B (41 &)

262,021,585 (long position) 14.50%

262,021,585 % (17 8)

41
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Other Information (continued)

HE R @)

Approximate

Number of percentage
Name Nature of interest Shares of shareholding
=L BN ROBE RBEENEIL
(Note)
(FffEE)
Rongton Beneficial owner 261,129,585 (long position) 14.45%
L BEBEAA 261,129,585 B (47 &)
Equity Trustee Limited Trustee (other than a bare trustee) 476,861,461 (long position) 26.39%
EEING LGN 476861 461 R (F7R)
Rouser Investments Inc. Deemed interest, interest of 295,200,000 (long position) 16.34%
controlled company
RIEHA R (2 A RS ) 295200000 (& (4772
JP Morgan Chase & Co. Beneficial owner 2,371,345 (long position)
EREAA 2371345 B2 (4 8)
Investment manager 17,840,000 (long position)
AR 17,840000 (2 (472
Custodian corporation/ 101,196,129 (long position)
approved lending agent
REAN—ZE/ 101,196,129 R (48)
R HRIEA
121,407,474 (long position) 6.72%
121,407 474 R (47 8)
Beneficial owner 500,000 (short position) 0.03%
BERBEEA 500,000 % (% &)
Custodian corporation/ 101,196,129 (lending pool) 5.60%
approved lending agent
REAN—EE/ 101,196,129 B (R A& A7)
A HRIEA
Prudential Plc Deemed interest, interest of 91,081,500 (long position) 5.04%
controlled company
RIEG AR (RS AR 91,081 500 % (42
Aberdeen Asset Management Plc and its Investment manager 90,502,000 (long position) 501%
Associates (together “The Aberdeen Group”) % & 4838 90,502,000 f% (47 &)

on behalf of Accounts managed
by the Aberdeen Group

Note: There were 1,806,830,000 Shares in issue as at 30 June 2012,

YINGDE GASES GROUP COMPANY LIMITED

Interim Report 2012
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Save as disclosed above, as at 30 June 2012, our Company were not aware of any person
(other than the Directors and chief executive of our Company) who had an interest or
a short position in the Shares or underlying Shares of our Company as recorded in the

register required to be kept by our Company under Section 336 of Part XV of the SFO.

OTHER REQUIRED DISCLOSURE PURSUANT TO RULE 13.18 AND RULE
13.21 OF THE LISTING RULES

Our Company entered into a facility agreement with a syndicate of banks on 4
March 2011 (the “201 1 Facility Agreement”) for a 3-year term loan facility of up to
USD 150 million. Pursuant to the 2011 Facility Agreement, it will be an event triggering
mandatory prepayment, inter alia, if: (a) any one or more of Peace & Smooth (Hong
Kong) Investment Limited, Rongton, Baslow and Bubbly Brooke solely (where there is
only one controlling shareholder) or jointly (where there is more than one controlling
shareholder) cease to control the Company or cease to own legally and beneficially
directly or indirectly through wholly owned subsidiaries 35% or more of the issued share
capital of the Company; or (b) either of Baslow and Bubbly Brooke ceases to own legally
and beneficially directly or indirectly through wholly owned subsidiaries any issued share

capital of the Company.

Our Company further entered into a facility agreement with a syndicate of banks on
16 April 2012 (the “2012 Facility Agreement”) for a 3-year term loan facility of up to
USD 150 million. Pursuant to the 2012 Facility Agreement, it will be an event triggering
mandatory prepayment, inter alia, if: () any one or more of Peace & Smooth (Hong
Kong) Investment Limited, Rongton, Baslow and Bubbly Brooke, jointly cease to control
the Company or cease to own legally and beneficially directly or indirectly through wholly
owned subsidiaries 35% or more of the issued share capital of the Company; (b) either of
Baslow and Bubbly Brooke sells more than 5% of the issued share capital of the Company
that it owned as at 16 April 2012; or (c) Mr. Zhongguo Sun ceases to be the chief
executive officer or the chairman of the Company, or Mr. Trevor Raymond Strutt ceases

to be the chief operating officer of the Company.

Other Information (ontinued)

HER @)

B EXFTHEEESN  BR2012F 6 A30H A
DA YEEMALZ(RARINES IR
BITBABRINBEEARARBER AT
R )E XV 5B 58 336 15 MR E /A F B R E aC it
FTRBR D AR R (D R SOA R o

R EHRRE 3I8HKERE 132 2R
EREHNEMEE
ADBR201IE3A4RE—ARERTRS
—EBRTEXTAIIFHRMERZE(2011F
BEWE] - BIF0 I FREHZE  BLR
(EA B8R A TER - BB E R TR
EF:@MEEB)REARAT KF -
Baslow & Bubbly Brooke R {EfA—H 2k %77 £
(125 — (B AR AR S A ) Sl kR (B — MBI LA 4%
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Other Information (continued)

HE R @)

COMPLIANCE WITH THE CORPORATE GOVERNANCE CODE

Our Company is committed to high standards of corporate governance. The Board
of Directors believes that our Company has complied with all the code provisions of
the Code in Appendix 14 of the Listing Rules for the six months ended 30 June 2012
except for the deviation from the Code provision A.2.1, which stipulates that the roles
of chairman and chief executive officer should be separated. The chairman and the
chief executive officer of our Company is Mr. Zhongguo Sun. Nevertheless, the Board
considers that this structure will not impair the balance of power and the authority of the
Board. The Board currently comprises three executive Directors and three independent
non-executive Directors, with independent non-executive Directors representing 50%
of the Board, which is higher than the requirement of the Listing Rules. Such a high
percentage of independent non-executive Directors on the Board can ensure their views

carrying significant weight and reflecting independence of the Board.

Mr. Sun is the main founder of our Group and has been responsible for operational
management since the establishment of our Group. He has played an important role
during our expansion. Mr. Sun possesses rich working experience in the industrial gas
industry and excellent operational management ability. At present, the Board believes that
it is beneficial to the management and development of our Group's businesses for Mr.
Sun to be both the chairman and chief executive officer as it helps to fasten the Board's
decision-making. The Board would still consider segregating the role of chairman and chief

executive officer to comply with the Code if appropriate.

COMPLIANCE WITH THE MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS OF LISTED ISSUERS

Our Company has adopted the Code of Conduct on terms no less than the required
standards of the Model Code as set out in Appendix 10 of the Listing Rules to govern
securities transactions by the Directors. Having made specific enquiry to all Directors,
our Company confirmed that all the Directors have complied with all required standards

under the Code of Conduct throughout the period from | January 2012 to 30 June 2012.
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AUDIT COMMITTEE REVIEW

The audit committee of our Company currently comprises Mr. Xu Zhao (chairman), Mr.
Zheng Fuya and Dr. Wang Ching, who are all independent non-executive Directors. The
audit committee has reviewed the unaudited interim financial report of our Group for the
six months ended 30 June 2012. The audit committee has also discussed matters such as
the accounting policies and practices adopted by our Group and internal control with the

senior management of our Company.

INTERIM DIVIDEND
The Directors have not recommended the payment of an interim dividend for the six

months ended 30 June 2012 (six months ended 30 June 201 1: Nil).

SHARE OPTION SCHEME

Our Company has adopted the Share Option Scheme on 12 September 2009. A
summary of principle terms and conditions of Share Option Scheme are set out in the
section headed “Share Option Scheme” in Appendix VI of the Prospectus. Up to 30 June
2012, no option has been granted pursuant to the Share Option Scheme.

Other Information (ontinued)
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Definitions

“Baslow”

“Board” or

"Board of Directors”

“Bubbly Brooke"

“China” or “PRC"

“Code”

“Code of Conduct”

“Director(s)"
“GDP"
“HKD"

“Hong Kong"

“Hong Kong Stock Exchange”

“Hunan Yingde"

“Listing Rules”

Baslow Technology Limited, an investment holding

company incorporated in the British Virgin Islands

the board of directors of our Company

Bubbly Brooke Holdings Limited, an investment holding

company incorporated in the British Virgin Islands

the People’s Republic of China, but for the purpose of
this interim report and for geographical reference only
and except where the context requires, references
in this interim report to “China” and the "PRC" do
not include Taiwan, the Macau Special Administrative

Region and Hong Kong
the Corporate Governance Code

a code of conduct regarding securities transactions by

directors

Director(s) of our Company

Gross Domestic Product

Hong Kong dollars, the lawful currency of Hong Kong

the Hong Kong Special Administrative Region of the
PRC

The Stock Exchange of Hong Kong Limited

Hunan Yingde Gases Company Limited* (i F B /E R
E2EBRAA]), a company established in the PRC on 29
October 2001 and a wholly-owned subsidiary of our
Company

the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (as amended

from time to time)

YINGDE GASES GROUP COMPANY LIMITED
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“Model Code”

“Nm?/hr”

“Prospectus”

“Renminbi”’ or “RMB"”

“Rongton”

"SAl Report(s)”

“SFO”

“Share(s)"

“Share Option Scheme”

“United States” or “US”

“usb”

the Model Code for Securities Transactions by

Directors of Listed Issuers

normal cubic meter/hour

the prospectus of our Company dated 24 September
2009

the lawful currency of the PRC

Rongton Investments Limited, an investment holding

company incorporated in the British Virgin Islands

the industry report(s) entitled China Industrial Gas
Market Analysis published by Strategic Analysis Inc.

the Securities and Futures Ordinance (Chapter 571 of
the Laws of Hong Kong) (as amended from time to

time)

ordinary share(s) with nominal value of US$0.00000 |

each in the share capital of our Company

the share option scheme conditionally approved by our
shareholders on 12 September 2009 and approved and
adopted by the Board of Directors of our Company on
|2 September 2009

the United States of America, its territories, its

possessions and all areas subject to its jurisdiction

United States dollars, the lawful currency of the United
States
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Deﬂnitions (continued)
EEzw@

“Yingde BVI"

Yingde Gases Investment Limited (& 12 & 88 % &
B 7AA]*), a company incorporated in the British
Virgin Islands on 18 April 2006 and a wholly-owned
subsidiary of our Company and investment holding

company in our Group

In this interim report:

“Company”, “our Company”, “our”, "we" and “us" refer to Yingde Gases Group
Company Limited Z/ZREEE AR A, an exempted company incorporated
in the Cayman Islands with limited liability on 25 September 2007 and, except
where the context otherwise requires, include all of its subsidiaries or where
the context refers to any time prior to its incorporation, the business which its
predecessors or the predecessors of its present subsidiaries were engaged in and

which were subsequently assumed by it;

“Group” means our Company and its subsidiaries from time to time; and

the terms “associate”, “connected person”, “connected transaction”, “controlling
shareholder”, “subsidiary” and “substantial shareholder” shall have the meanings

given to such terms in the Listing Rules, unless the context otherwise requires.

denotes English translation of the name of a Chinese company or entity, or vice versa, and is

provided for identification purposes only
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