BT ERBERLQE

Tlande Chemical Holdings Limited

(RASEEEMAZ 2BRAR]) (BRHARSE : 609)
(incorporated in the Cayman Islands with limited liability) (Stock Code: 609)

Annual Report 6

2013

-
°5

BIRR Hﬁ Enﬁh

urmng

5
9|n’ro reality




NEER
MEHERAFMBEHRE
TRmE
EENSREBABZBAARH
ERER MO

EEWmE

TEE)

op

wE

BB RS

o)
ap

A 75 R MY T

B # Contents

Corporate Information

Financial Highlights and Five Years Financial Summary

Chairman’s Statement

Biographical Details of Directors and Senior Management

Management Discussion and Analysis

Directors’ Report

Corporate Governance Report

Independent Auditor’s Report

Consolidated Income Statement

Consolidated Statement of Comprehensive Income
Consolidated Statement of Financial Position
Statement of Financial Position

Consolidated Statement of Cash Flows
Consolidated Statement of Changes in Equity

Notes to the Financial Statements

&

o

o —T-HEH ANNUAL,@T 2013
(NG

12

20

33

47

49

50

51

52

53

55

56




A FEH Corporate Information

Exg
HITES
B E (EE)
T TSk ()
A %L
FBEAITAE

BUFHTES
BEERE
RMBRE
BlRSt kL

EXEZET
BEREES
RBESLE (L/E)
RN EE

FMEEg
IR (Z/F)
BEESE
RRES %
BT

REZES
gkt (2E)

RIBESELE
BIR K%

ZERRRERY
BEMSEE ()
BEESLE
8% 8 55 4

DAWE
ElES 7

BB A

BREUERZEAMEBMERAQA

FEAERET

RERTT (FE)BRQA
TETHERITES DO

2 KiE{ TR AR 2 7 TIANDE CHEMICAL HOLDINGS LIMITED e

BOARD OF DIRECTORS
Executive Directors

Mr. Liu Hongliang (Chairman)

Mr. Wang Zijiang (General manager)
Mr. Guo Xitian

Mr. Guo Yucheng

Independent Non-Executive Directors

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

BOARD COMMITTEES
Audit Committee

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

Remuneration Committee

Mr. Liu Chenguang (Chairman)
Mr. Gao Baoyu

Mr. Leung Kam Wan

Mr. Liu Hongliang

Nomination Committee

Mr. Liu Hongliang (Chairman)
Mr. Leung Kam Wan
Mr. Liu Chenguang

Safety and Environmental Protection Committee

Mr. Guo Yucheng (Chairman)
Mr. Gao Baoyu
Mr. Fu Anxu

COMPANY SECRETARY
Ms. Lau Wai Chun

INDEPENDENT AUDITOR
BDO Limited

PRINCIPAL BANKERS

Bank of China (Hong Kong) Limited
Industrial and Commercial Bank of China, Weifang Branch




EEROBFETRE

BEPREBEFELARAA

BB

BT 2 fF KIBR1835%
A ML
17F4181712-1716%F

A EE

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

BB

FIRERIE 129}
EBRITH L
22F1B2204AFE

RMBERPEARLNE ([HE])

FREXRME
B
WERA
HEYT T
MR RMEXRAER

AR A

www.tdchem.com

B 431X 5%
Bt 22 F7 - 609

AT EH Corporate Information

HONG KONG SHARE REGISTRAR AND TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited
Shops 1712-1716 on the 17th Floor

Hopewell Centre 183 Queen’s Road East

Wan Chai

Hong Kong

REGISTERED OFFICE

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

PRINCIPAL PLACE OF BUSINESS IN HONG KONG

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

12 Harcourt Road Central

Hong Kong

HEAD OFFICE AND PRINCIPAL PLACE OF BUSINESS
IN THE PEOPLE'S REPUBLIC OF CHINA (THE “PRC”)

Weifang High Tech Industry Development Zone
Weifang City

Shandong Province

The PRC

COMPANY WEBSITE

www.tdchem.com

STOCK CODE
The Stock Exchange: 609

o —T =FER ANNUWT 2013 3



BERERAFHEME Financial Highlights and Five Years Financial Summary

i —EENE T-TF —T-——F CT-_F ZB-ZF
Notes 2009 2010 2011 2012 2013

E4 Results

(UAREFTIT) (expressed in RMB'000)

3 Turnover 598,947 881,775 972,163 1,003,895 1,195,178

EF Gross profit 97,272 223,768 219,761 261,603 342,888

KAREEA Profit attributable to

JE {5 owners of the Company 42,044 129,226 132,360 159,182 188,086
SRELEF Basic earnings per share

(AR®) (in RMB)

(BE7) M) (as restated, note 1) 0.053 0.158 0.156 0.188 0.222
RerM e FE- Earnings before interest,

TEREHENBA taxation, depreciation

([REFIE BB and amortisation

FERBHMRN]) (“EBITDA) 90,536 199,611 210,083 251,014 320,563
BN Financial Positions
( UAREFTHR) (expressed in RMB'000)

BEE Total assets 638,082 739,287 858,251 960,610 1,105,465
i =R Total liabilities 250,134 211,772 228,580 192,819 175,383
BRFEE Net assets per share

(AR®) (in RMB)

(EEFI M7E1) (as restated, note 1) 0.485 0.626 0.744 0.907 1.098
o Financial Ratios
MBI Current ratio 1.1 1.8 23 23 2.9
EBE Quick ratio 0 9 1.4 1.8 1 9 24
BERLE Gearing ratio 1% 7.0% 5.0% 1%  TERN/A
B 5 - Notes:

1 ARBLER(TBRONDBECHBEARARXFTN 1 The number of ordinary shares of the Company (the “Shares”) has been
T——FRAT=-HETZRRBAFAEHALEZ adjusted for the issue of bonus shares (1 for 1) approved pursuant to the
BITHR (—&—)EL AR annual general meeting of the Company held on 13 May 2011.

2 BRER =AREHEEABEEMN-FRNEE 2 Basic earnings = Profit attributable to owners of the Company =+

B AR I 1981 o (BARE AR 2 A per share Weighted average of issued Shares for the year.
TDIRBEMEFHRGBETE M (The calculation of basic earnings per share is based
REBE-TZENF T —FTF = on the weighted average number of 800,000,000,
T——F T FRT—=F 819,723,222, 846,229,704, 846,878,000 and
+ZA=t+—HIERABEFEZ MEF 846,878,000 Shares for the five years ended 31
B 1D 2 B 5 5l £800,000,0000% December 2009, 2010, 2011, 2012 and 2013
819,723,2221% ~ 846,229,704 % - respectively.)

846,878,0008% 12 846,878,0004% )

3 BEE = ERBEE + RBEE 3 Total assets = Non-current assets + Current assets

4 BRFEE = Hxﬁ’fﬁ%i?{l FREZHTHRMEE > 4 Netassets = Shareholders’ equity = Number of issued Shares
(RZZEZENEFE T —FF-=F per share at the year end. (As at 31 December 2009, 2010,
——F ZE——FR-F—=F 2011, 2012 and 2013, the calculation of net assets
+TZA=+—B - BRFEEND per share is based on the number of issued Shares
A48 ¥ B 8 17 A% 19800,000,0000% of 800,000,000, 842,496,000, 846,878,000,
842,496,000/% + 846,878,000/ * 846,878,000 and 846,878,000 respectively.)
846,878,000/ 1 846,878,0004% 7t
He)

5 REBLE = RBEE - RHAEE 5 Current ratio = Current assets = Current liabilities

6 RELLF = (RBEE-FEH) - RPEE 6 Quick ratio = (Current assets - Inventories) < Current liabilities

7 BfEHE = FAE (NBRETHERSEMRIEE 7  Gearing ratio = Net debts (Total borrowings net of bank and

MIRITERIR Z B RAETE) ~RIRE

%

4 KRB TR B2 R TIANDE CHEMICAL HOLDINGS LIMITED o

cash balances and pledged bank deposits) =+
Shareholders’ equity




BERERAFEFHEHE Financial Highlights and Five Years Financial Summary

EERH(AR®TR) EN AR®TR)
TURNOVER (RMB’000) GROSS PROFIT (rmB’000)

T

342,888

1,030,147

261,603

787,279

219,761

694,029

85,789 513,158

20N A

Overseas The PRC
AABBEBEAEMLEBER ArwFx) AeTHME -HE - FERBEHAZEN AReTR)
PROFIT ATTRIBUTABLE TO OWNERS OF EBITDA (RmMB'000)

THE COMPANY (rRMB’000)

h=S

320,563

251,014

210,083
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FEHE Chairman’s Statement
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Liu Hongliang chairman
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FEHE Chairman’s Statement

RESULTS FOR THE YEAR

Capitalising on the various improvement initiatives implemented in
prior years, the Group delivered strong improvement in turnover and
profit again in this financial year. Turnover of the Group reached
approximately RMB1,195.2 million, representing an increase of 19.1%
year-on-year; gross profit increased to approximately RMB342.9 million,
representing an increase of 31.1% year-on-year; as well as the profit
attributable to owners of the Company growth by 18.2% year-on-
year, reached to approximately RMB188.1 million. These improvements
were mainly attributed to (i) the expansion of production capacities
for promising products to meet the market demands therefore
drove the growth of turnover and facilitated the achievement of the
economies of scale; and (ii) the decrease of raw material costs resulting
in the increase of profit margins. Due to the encouraging business
performance in current financial year, the Group achieved a better
liquidity position than previous years.

During the year under review, the Group kept enhancing its production
efficiencies by advancement of its production process and upgrading
its production facilities. Meanwhile, the research and development
team of the Group keeps endeavor on new products development
with good market potential by capitalising the business strengths of
the Group. In 2014, a new product will be launched to the market
and a new production line for another new product will soon be
under construction. The above measures align sustainability principles
with the Group's business strategies which will help to improve the
competitive edge and solidify business foundation of the Group as well
as sustaining its healthy future business development.

e T =442 ANNUAL REPORT 2013 /




FEHE Chairman’s Statement
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RESULTS FOR THE YEAR (Continued)

A joint venture company (the “JV Company”) has been duly established
since 2012. Most essential pre-operating activities of the JV Company
have been finished during the year under review. The JV Company has
also established a comprehensive market penetration program to seize
a fair share of the market. The commercial productions and operations
of the JV Company will be commenced in 2014. Despite the Group
does not expect the JV Company will deliver substantial economic
benefits in the forthcoming year, the synergy effects of the JV Company
will enable to complement and strengthen the leading position of the
Group in the fine chemical industry as well as facilitate its long-term
business growth.

PROSPECTS

Despite PRC has experienced tremendous growth in the past decades,
the economy of the PRC is now reaching a turning point and facing
potential modest downside risk. A slower growth rate of the economy
of the PRC is projected over medium term that signified the economy
of the PRC is expecting downturn from cyclical peak. Therefore, the
Group will maintain cautious approach to the prospects of the Group in
the next financial year.

Looking ahead, the financial year of 2014 is expected to be a
challenging year. The overall average selling price has been commenced
come down since December 2013. Besides, the growth momentum
on the demand-side is also slowing. This will be inevitably affecting
the turnover and profit margin of the Group. It is imperative that the
Group keeps new products development to generate new business and
revenue. The Group will keep devoting more resource and efforts in
research and development so as to enhance its innovation capabilities.
In addition, the Group's sales and marketing team will implement
proactive marketing activities to explore new market and find new
potential customers. In the meantime, the Group will continuously
improve its operational efficiencies, achieve production optimisation
and implement cost control initiatives to build a stronger platform to
overcome uncertain business environment in the future. Leveraging on
solid experience accumulated in the fine chemical industry over years,
well established business platform, a firm business foundation and
the competence in research and development of products, the Group
commits improvement of its competitive advantages and expansion
of its business scale with an aim to maintain ongoing profitability
and deliver long-term value to shareholders of the Company (the
“Shareholders”) in future.
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FEHE Chairman’s Statement

DIVIDEND

As a result of the outstanding performance of the Group during the
year under review, the Board recommends the payment of a final
dividend of 4.5 HK cents (2012: 3.8 HK cents) per Share for the
financial year ended 31 December 2013. Subject to approval at coming
annual general meeting of the Company, the final dividend will be paid
to Shareholders on or about 26 June 2014.

APPRECIATION

| would like to thank all our employees for their contribution to the
success of the Group in 2013, as well as our customers, vendors,
bankers and business partners for their continued support and
co-operation. | am also grateful to the Board members for their
industrious work, commitment and contribution to the continuous
success of the Group.

On behalf of the Board
Liu Hongliang
Chairman

Hong Kong, 21 March 2014
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EXECUTIVE DIRECTORS

LIU Hongliang, aged 58, is an executive Director, the chairman of
the Board (the “Chairman”) and one of the founders of the Group.
Mr. Liu is responsible for the overall strategic development and policy
of the Group. He graduated from East China Petroleum Institute
(now known as China University of Petroleum) in 1982, majoring in
basic organic chemistry. Mr. Liu spent more than ten years from 1982
to 1993 in Weifang New Technology Research Centre. After that,
Mr. Liu established Weifang Tianhong Equity Investment Company
Limited (“Weifang Tianhong”) (formerly known as Weifang Tianhong
Corporate Management and Consultancy Company Limited) with
others in 1996. Mr. Liu has over 30 years of experience in the chemical
industry.

WANG Zijiang, aged 49, is an executive Director, the general manager
of the Company and one of the founders of the Group. Mr. Wang
is responsible for the management and supervision of the overall
operation of the Group. He graduated from Nanjing Chemical College
(now known as Nanjing University of Technology) in 1988, majoring
in chemical engineering. He spent three years since 1991 working
in Weifang New Technology Research Centre. After that, Mr. Wang
established Weifang Tianhong with others in 1996. Mr. Wang has over
20 years of experience in the chemical industry.

GUO Xitian, aged 52, is an executive Director and deputy general
manager of the Company. Mr. Guo is responsible for the overall
production and technology development of the Group. He graduated
from East China Petroleum Institute (now known as China University of
Petroleum) in 1982, majoring in basic organic chemistry. Prior to joining
the Group, Mr. Guo had been working in Shandong Zibo Dongfeng
Chemical Factory. Mr. Guo joined the Group in March 1999. Mr. Guo
has over 30 years of experience in the chemical industry.

GUO Yucheng, aged 57, is an executive Director. Mr. Guo is
responsible for the overall safety and environmental protection of the
Group. He graduated from East China Petroleum Institute (now known
as China University of Petroleum) in 1982, majoring in basic organic
chemistry. Prior to joining the Group in 2000, Mr. Guo had been
working for Weifang Organic Chemicals Factory since 1982. He was
accredited as a senior engineer by The Jury of Senior Title of Chemical
Technical Post, Shandong Province in 1994. Mr. Guo joined the Group
in December 2000. Mr. Guo has over 30 years of experience in the
chemical industry.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

GAO Baoyu, aged 52, has been appointed as an independent non-
executive Director since 4 October 2006. He was the tutor of the
postgraduate students studying for doctorate degrees, the professor
of environmental engineering and the dean of the school of
environmental science and engineering of Shandong University from
January 2001 to November 2012. He was recognised as one of the
Middle-aged and Young Expert with Outstanding Contributions in
Shandong Province in 2007. He graduated from Tsinghua University in
1999 with a doctorate degree in engineering majoring in environment
engineering.

LEUNG Kam Wan, aged 48, has been appointed as an independent
non-executive Director since 1 March 2007. Mr. Leung graduated from
Hong Kong Baptist University and Hong Kong Polytechnic University
with a degree of Bachelor of Business Administration in Finance and a
master degree in corporate governance in 1992 and 2007 respectively.
Mr. Leung is an associate member of The Hong Kong Institute of
Certified Public Accountants, a fellow of The Association of Chartered
Certified Accountants, an associate of The Institute of Chartered
Secretaries and Administrators and an associate of The Hong Kong
Institute of Chartered Secretaries. Mr. Leung has been a practicing
certified public accountant for over 10 years. He has extensive
experience in financing, accounting and auditing. Mr. Leung currently is
the managing director of Leung Kam Wan CPA Limited and a director
of CCTH CPA Limited.

LIU Chenguang, aged 52, has been appointed as an independent
non-executive Director since 4 October 2006. Mr. Liu obtained from
East China Petroleum Institute (now known as China University
of Petroleum) a bachelor degree in science majoring in petroleum
refining in 1982 and a master degree in applied chemistry in 1985. He
also obtained his doctorate degree in applied chemistry from China
University of Petroleum (Beijing) in 1991. Mr. Liu has been appointed
as an associate professor of China University of Petroleum in 1992,
was then promoted as a professor in 1994 and subsequently took on
the post as the tutor of post-graduate students studying for doctorate
degrees in 1998 and has ever since become the professor and tutor at
China University of Petroleum. Mr. Liu was the dean of the college of
chemical engineering of China University of Petroleum from May 2004
to April 2013. Currently, he is a professor of the college of chemical
engineering of China University of Petroleum. Mr. Liu is a member of
China Petroleum Society, China Chemistry Society, China Chemical
Society, American Chemistry Society and director of Shandong
Chemistry and Chemical Society.

e —T— =/ 4% ANNUAL REPORT 2013 11
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FINANCIAL REVIEW
Turnover

The turnover of the Group reached approximately RMB1,195.2
million, representing an increase of 19.1% as compared with
approximately RMB1,003.9 million in 2012. The encouraging growth
in turnover was mainly attributable to the continuous expansion of the
production capacities of promising products in past few years and the
implementation of proven marketing strategies.

Gross profit

The gross profit of the Group has recorded strong increase to
approximately RMB342.9 million, representing an increase of 31.1%
as compared with approximately RMB261.6 million in 2012 while the
gross profit margin was also grew further to 28.7% when compared
with 26.1% in 2012. The increase was due to (i) the decrease of raw
material prices and (ii) the enhanced productivity to save production
costs further.

Operating income and expenses

The other income was mainly comprised of (i) release of deferred
income; (ii) rental income; (iii) government grants; (iv) interest income
from finance lease; and (v) sundry income during the year under review.

The selling expenses were increased by approximately RMB5.2 million
to approximately RMB27.4 million (2012: RMB22.2 million) during
the year under review. The increase was principally as a result of the
increase in the transportation costs which was generally in line with the
growth of turnover of the Group. The selling expense as a percentage
of the Group's turnover was fairly stable at 2.3% (2012: 2.2%).

During the year under review, the administrative expenses increased by
approximately RMB14.3 million from approximately RMB33.8 million in
2012 to approximately RMB48.1 million. The increase was mainly due
to the increase of research and development expenses as the Group
continues to invest significantly in new products development, as well
as other local tax and exchange loss. Administrative expenses expressed
as a percentage of the Group’s turnover was 4.0% (2012: 3.4%).
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2% Management Discussion and Analysis

FINANCIAL REVIEW (Continued)
Finance costs

The finance costs mainly represented bank borrowings interest and
discounted bills interest, which was decreased by approximately
RMB3.1 million from approximately RMB8.7 million in 2012 to
approximately RMB5.6 million in 2013. The decrease was mainly due
to the improvement of business results so as reduced the amount of
bank borrowings during the year under review. The bank borrowings
of the Group were mainly used in financing the capital expenditure and
general working capital requirements of the Group.

Fair value loss on derivative financial instruments

On 30 June 2011, the Company entered into a joint venture agreement
(the “JV Agreement”) with Henkel Hong Kong Limited (“Henkel”) to
set up a JV Company for developing a specialty chemical for industrial
use product and the JV Agreement became effective from 23 February
2012. Under the JV Agreement, (i) the Company was granted with
a call option to require Henkel to sell or cause the sale of all of the
equities of the JV Company held by Henkel and/or its affiliates to
the Company at the call option price; and (i) Henkel was granted
with a put option to require the Company to purchase or cause the
purchase of all of the equities of the JV Company held by Henkel
and/or its affiliates at the put option price. Such options can only be
exercised during the option period which set on a specified future
dates (please refer to the announcement of the Company dated 3
July 2011 for details). Thus, the JV Agreement deemed to contain
embedded derivative which is required to be carried at fair value under
relevant Hong Kong financial reporting standard. For the year ended
31 December 2013, the fair value loss on the embedded derivative
financial instruments was, determined by an independent valuer
adopting a binomial lattice model, approximately RMB5.6 million.

Details of the embedded derivative liabilities are set out in note 30 to
the financial statements for the year ended 31 December 2013.

Profit for the year

The profit of the Group for the year has recorded an increase of
approximately RMB28.9 million to approximately RMB188.1 million,
representing an increase of 18.2% as compared with that of
approximately RMB159.2 million in 2012.
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FINANCIAL REVIEW (Continued)

Liquidity and financial resources

The Group's primary source of funding included the net cash inflow
generated from operating activities of approximately RMB174.7
million (2012: RMB218.6 million); newly raised bank borrowings
of approximately RMB16.3 million (2012: RMB104.1 million);
interest received of approximately RMBO.1 million (2012: RMBO0.5
million); proceeds on disposal of property, plant and equipment of
approximately RMBO0.4 million (2012: RMBO0.06 million). With the
financial resources obtained from the Group’s operations, the Group
had spent approximately RMB103.4 million (2012: RMB133.3 million)
in the acquisition of the property, plant and equipment; no investment
made to the JV Company (2012: RMB48.4 million); repayments of
borrowing approximately RMB57.0 million (2012: RMB139.1 million);
interest paid of approximately RMB5.7 million (2012: RMB8.8 million)
and dividend paid of approximately RMB25.8 million (2012: RMB20.8
million) during the year under review. As at 31 December 2013, the
Group had bank and cash balances of approximately RMB49.6 million
(2012: RMB50.0 million), of which 67.8% was held in Renminbi,
28.0% was held in United States dollars and the remaining balance was
held in Hong Kong dollars and EUROs. During the year under review,
the Group did not use any financial instruments for any hedging
purposes.

As at 31 December 2013, the Group had recorded net current assets of
approximately RMB286.0 million (2012: RMB196.8 million), the current
ratio of the Group was approximately 2.9 times (2012: 2.3 times), and
bank borrowings of approximately RMB33.3 million (2012: RMB74.0
million). The Group improved its financial position and attained a
net cash balance of approximately RMB16.3 million (total cash and
cash equivalent net of total borrowings) as at 31 December 2013
(the gearing ratio which represented by the ratio of net debts (total
borrowings net of bank and cash balances) to total shareholders’ equity
was 3.1% in 2012).

With the continuous positive net cash inflow generated from its
operations and its cash resources on hand and undrawn banking
facilities obtained from its banks, the Group has sufficient financial
resources to meet its commitments and working capital requirements.
The Group will continuously monitor its cash outflow closely and
cautiously in the coming years and dedicate to maintain a sound
financial position and improve the equity return to Shareholders.
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2% Management Discussion and Analysis

FINANCIAL REVIEW (Continued)

Prepayments and other receivables

As at 31 December 2013, the prepayments and other receivables
were mainly comprised of (i) advanced to suppliers of approximately
RMB18.0 million (2012: RMB26.3 million); (ii) other prepayments of
approximately RMB1.6 million (2012: RMB1.6 million); (iii) prepaid
land lease payments of approximately RMB1.3 million (2012: RMB1.3
million); and (iv) other receivables of approximately RMBO0.7 million
(2012: RMBO.7 million).

Accruals and other payables

As at 31 December 2013, the accruals and other payables were
mainly comprised of (i) payable for property, plant and equipment
of approximately RMB51.2 million (2012: RMB37.5 million); (ii)
advanced from customers of approximately RMB6.6 million (2012:
RMB6.2 million); (iii) wages and welfare payables of approximately
RMB6.3 million (2012: RMB4.9 million); (iv) other local tax payables
of approximately RMB3.6 million (2012: RMB6.8 million); (v) accrued
selling expenses of approximately RMB3.3 million (2012: RMB3.2
million); (vi) deferred income of approximately RMB2.8 million (2012:
RMB2.8 million); and (vii) other accruals and payables of approximately
RMB3.8 million (2012: RMB3.7 million).

Pledge of assets

As at 31 December 2013, prepaid land lease payments of the Group of
approximately RMB29.6 million (2012: RMB30.3 million) were pledged
to secure the Group's bank borrowings.

Contingent liabilities

As at 31 December 2013, the Group had no material contingent
liabilities.

Commitments

As at 31 December 2013, the Group had commitments which has been
contracted but not yet been provided for in the aggregate amount of
approximately RMB104.6 million (2012: RMB115.7 million), among of
that approximately RMB100.0 million (2012: RMB98.8 million) relating
to the commitment for the joint venture project and the rest for
purchases of property, plant and equipment as well as construction in
progress, while the capital commitment for authorised but not yet been
contracted for in the aggregate amount of approximately RMB115.8
million (2012: RMB50.2 million) is relating to the purchases of property,
plant and equipment as well as construction in progress.
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FINANCIAL REVIEW (Continued)

Funding and treasury policy

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

Exposure to fluctuations in exchange rates

The Group's operation is 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 appreciation of Renminbi during the year under
review. Most of the Group's income and expenses are denominated
in RMB except for export sales which were, in majority, denominated
in United States dollars. However, the Group has not experienced any
material difficulties or effects on its operations or liquidity as a result
of the fluctuations in currency exchange rates during the year under
review. Besides, the Group will consider cost-efficient hedging methods
in future foreign currency transactions as and when appropriate.

Employees and remuneration policy

As at 31 December 2013, the Group has 997 (2012: 903) full-time
employees. The increase in the number of employees was in line with
the expansion in business activities during the year under review.

For the year under review, the total staff costs incurred including
directors’ remuneration increased to approximately RMB70.1 million
(2012: RMB57.0 million).

The Group has established its human resources policies and scheme
with a view to deploy 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 staff was in line with the duties and the prevailing
market terms. Staff benefits, including medical coverage and provident
funds, have also been provided to the employees of the Group.
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2% Management Discussion and Analysis

FINANCIAL REVIEW (Continued)

Employees and remuneration policy (Continued)

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

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

BUSINESS REVIEW

The achievement of satisfactory financial results for the year ended 31
December 2013 was due to the Group's dedicated efforts on improving
its products development, optimising and expanding its productivity
over the past years. Besides, the Group adopted effective marketing
programs to gain more market share through sales and marketing
resilience. The turnover of the Group achieved an encouraging growth
during the year under review. Turnover of the Group derived from
domestic market grew by 30.8% being a payback for the Group’s
devotion in more efforts and resources to develop and explore new
market in the PRC. Besides, the Group hit a new record in both
gross profit and gross profit margin benefited from the decrease of
raw materials costs during the year under review. While the Group
has proactively developed and expanded new products to sustain its
future business growth thus research and development expenses were
increased substantially. The Group continuously achieved profit growth
via sound business strategies during the year under review.

During the year under review, the Group has succeeded to capture
a bigger slice of market share by the enhancement of production
capacities to meet the robust market demands in respect of products
with good market potential. Besides, the Group has integrated the
overall production facilities and relocated resources to promising
products in order to facilitate and cope with the Group’s future
business developments. Furthermore, the Group has deployed
additional efforts to enhance research and development competence in
order to streamline its production process, explore more new promising
products, and solicit viable new business opportunities to capture
emerging markets. The Group has investigated and studied certain new
products during the year under review. One of the new products has
been planned to be included in the product portfolio of the Group in
the year ahead. The Group will continue to strive diligently in research
and development to expand the range of products, V\@@Tﬂjll be seen
as driver for further turnover growth in the years ahead ~a'|jd;_ ‘@means
to support the business profitability. X % :
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BUSINESS REVIEW (Continued)
Cyanide and its derivative products

After an internal reorganisation at the beginning of the year under
review for the purpose of resources allocation and performance
assessment of the Group, cyanoacetic acid and its ester products
category and sodium cyanide and its derivative products category have
been combined into cyanide and its derivative products category. The
continuous turnover growth of this category of products was mainly
due to the expansion of production capacities enable to meet growing
market demands. The turnover of this category of products accounted
for 86.7% (2012: 87.9%) of the Group's total turnover. Benefited from
the decrease of raw materials cost during the year under review, the
profit of this category of products shown prominent growth. As the
biggest contributor to the total turnover of the Group, cyanide and its
derivative products spurred the main growth of the overall turnover
of the Group and considered to be the key products of driving the
overall strategic direction. The Group is confident that there is still
room for further development of this category of products and believe
new products are able to provide further opportunities to drive sales
growth momentum for the Group. A plan was formulated to put a
newly developed product into commercial production in the foreseeable
future during the year under review. As this category of products is
facing prosperous growth opportunities, the Group will continuously
capitalise its competitive edge to derive growth momentum through an
expanding market-relevant product portfolio in future.

Alcohol products

As a result of the positive market momentum and effective marketing
strategies, both of the turnover and profit of alcohol products have
been increased during the year under review. In view of limited market
development, the Group will constantly treat this category of products
as a way to provide stable internal supply and excess for external sale.
In addition, the Group will continuously implement effective marketing
and procurement strategies to promote development of this product
category in future.

Chloroacetic acid and its derivative products

Leveraging on steady expansion of production capacities has been
achieved over the last few years that allowed chloroacetic acid and
its derivative products established a competitive edge on economic
of scales, the overall performance of this category of products kept
a healthy growth during the year under review. As the production
capacities of cyanide and its derivative products have been further
expanded, vast majority of this category of products was used to
support the production of cyanide and its derivative products while
the remaining for external sales. This category of products is playing a
critical role within the whole production chain of the Group, which not
only realises profit growth from external sales but also allows further
costs saving via internal supply and recycling economy production. The
Group will place additional focus on the coming development of this
category of products and make further expansion of the production
capacity as and when appropriate so as to extend the competitive
advantages of the Group.
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2% Management Discussion and Analysis

BUSINESS REVIEW (Continued)
Fine petrochemical products

Given the volatile market conditions and the dwindling order of fine
petrochemical products caused the shrinkage of profit margins, the
Group recorded a loss of this category of products during the year
under review. Since the market prospect of this category of products is
still uncertain, the Group diverted resource to other promising products
since last financial year. The Group will closely monitor the market
conditions as well as fine tune the production operations to deal with
reduced sales orders in order to achieve a positive margin in future.

Joint venture company (the “JV Company”)

The Group has recorded a share of loss of the JV Company amount
of approximately RMB2.7 million which represented the initial set up
costs and pre-operating expenses during the year under review. The
pre-production stage of the JV Company has been primarily completed.
According to current timetable provided by the JV Company, the
commercial production will be commenced immediately once the trial
production is declared success. However, during the early stage of new
business, the JV Company is unlikely to make substantial economic
benefits to the Group in near term. The Group will spare no effort to
support the business development of the JV Company so as to realise
the intrinsic value of the JV Company as soon as possible.

Prospect

Looking ahead, it is predicted the global economy (including PRC) to
have slower growth rates, which in turn will adversely affect global
industrial performance. The overall average selling price of the Group's
products has been decreasing since December 2013 and the price
pressures are expected to narrow margins of the Group in the near
future. The Group will face severe challenges to sustain high business
growth in the year ahead. Fortunately, the future performance of the
Group will be benefited from groundwork laid in prior years. The Group
realised an encouraging growth pattern over the past few years owing
to the implementation of appropriate business strategies and its solid
business foundation. Hence, the management of the Group maintains a
neutral outlook for the next financial year.

In the face of uncertain business environment, the Group's
development strategy remains cautious and will progressively develop
and expand its range of products for the promising markets. The long
term business strategy of the Group is leveraging its core competitive
advantages as an integrated fine chemical company to grow the
downstream chemicals businesses of the Group by replicating the
proven business model of the Group. In order to achieve the long
term business strategy, the Group will take advantage of the existing
resources to strengthen the Group’s operations and productivities, and
rapid product development in the years ahead. Besides, the Group
will put additional efforts to promote and explore new markets as
well as to expedite marketing campaigns to capture fjﬂonal market
shares. With solid management and healthy assets ]als

will fully capitalise on business opportunities to realise
healthy development for continuous business growth ar &
Shareholders’ value.
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The Directors have pleasure in presenting the annual report together
with the audited financial statements of the Group for the year ended
31 December 2013.

PRINCIPAL ACTIVITIES

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

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2013 are set
out in the consolidated income statement on page 49 of this annual
report.

The Directors recommend the payment of a final dividend of 4.5 HK
cents (2012: 3.8 HK cents) per Share. The final dividend will be payable
by the Company on Thursday, 26 June 2014 to the Shareholders
whose names appear on the register of members of the Company
on Thursday, 5 June 2014, which is subject to the approval of the
Shareholders at the forthcoming annual general meeting of the
Company (the “2014 AGM”).

ANNUAL GENERAL MEETING

The 2014 AGM will be held on Friday, 23 May 2014. Shareholders
should refer to the details regarding the 2014 AGM in the circular of
the Company of 17 April 2014 and the notice of the 2014 AGM and
the form of proxy accompanying thereto.

CLOSURE OF REGISTER OF MEMBERS

For the purpose of ascertaining the Shareholders who are entitled to
attend and vote at the 2014 AGM, the register of members of the
Company will be closed from Wednesday, 21 May 2014 to Friday,
23 May 2014, both days inclusive. In order to qualify for the right to
attend and vote at the 2014 AGM, all transfers accompanied by the
relevant share certificates should be lodged with the Company's share
registrar and transfer office in Hong Kong, Computershare Hong Kong
Investor Services Limited at Shops 1712-1716 on the 17th Floor of
Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong, for
registration not later than 4:30 p.m. on Tuesday, 20 May 2014.
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CLOSURE OF REGISTER OF MEMBERS (Continued)

For the purpose of ascertaining Shareholders who qualify for the
proposed final dividend in respect of the year ended 31 December 2013,
the register of members of the Company will be closed from Tuesday,
3 June 2014 to Thursday, 5 June 2014, both days inclusive. In order to
qualify for the proposed final dividend, all transfers accompanied by
the relevant share certificates should be lodged with the Company’s
share registrar and transfer office in Hong Kong, Computershare Hong
Kong Investor Services Limited, at Shops 1712-1716 on the 17th Floor
of Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong, for
registration not later than 4:30 p.m. on Friday, 30 May 2014.

SHARE CAPITAL

Details of movements during the year under review in the share capital
of the Company are set out in note 26 to the financial statements for
the year ended 31 December 2013.

FINANCIAL SUMMARY

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

RESERVES

Details of movements in the reserves of the Group and of the Company
are set out in the consolidated statement of changes in equity of the
Group on page 55 of this annual report and note 27 to the financial
statements for the year ended 31 December 2013 respectively.

DISTRIBUTABLE RESERVES OF THE COMPANY

Under Chapter 22 of the Companies Law of the Cayman Islands,
the share premium account of the Company can be used for paying
distributions or dividends to Shareholders subject to the provisions of its
memorandum or articles of association and provided that immediately
following the distribution of dividend, the Company is able to pay
its debts as they fall due in the ordinary course of business. As at 31
December 2013, the Company’s reserves available for distribution to
Shareholders amounted in total to approximately RMB229.9 million
(2012: RMB262.2 million).
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PROPERTY, PLANT AND EQUIPMENT

During the year under review, the Group spent approximately RMB103.4
million (2012: RMB133.3 million) on property, plant and equipment
to expand its production capabilities. Details of the movements in the
property, plant and equipment of the Group are set out in note 14 to
the financial statements for the year ended 31 December 2013.

INVESTMENT PROPERTIES

The Group's investment properties were revalued at the year end date.
The fair value increase on investment properties arising on revaluation
amounting to approximately RMB1.2 million (2012: RMB0.6 million)
has been credited to the consolidated income statement. Details of
movements in the investment properties of the Group are set out in note
16 to the financial statements for the year ended 31 December 2013.

DONATIONS

During the year under review, the Group did not make charitable and
other donations (2012: RMB0.002 million).

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2013, the five largest customers
accounted for approximately 16.3% (2012: 17.1%) of the Group’s
total turnover, whilst the turnover attributable to the Group’s largest
customer accounted for approximately 5.6% (2012: 4.3%) of the
Group'’s total turnover.

For the year ended 31 December 2013, the five largest suppliers
accounted for approximately 36.6% (2012: 35.0%) of the Group’s
total purchases, whilst the purchases attributable to the Group’s largest
supplier accounted for approximately 11.6% (2012: 9.5%) of the
Group’s total purchases.

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

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

Executive Directors:
Mr. Liu Hongliang
Mr. Wang Zijiang

Mr. Guo Xitian

Mr. Guo Yucheng

Independent non-executive Directors:
Mr. Gao Baoyu

Mr. Leung Kam Wan

Mr. Liu Chenguang

In accordance with articles 86 and 87 of the Company’s articles of
association (the “Articles of Association”), Mr. Liu Hongliang, Mr. Guo
Xitian and Mr. Liu Chenguang shall retire and, being eligible, offer
themselves for re-election as Directors at the 2014 AGM.

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

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

No Directors proposed for re-election at the 2014 AGM has an
unexpired service contract which is not determinable by the
Company or any its subsidiaries within one year without payment of
compensation, other than statutory compensation.
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DIRECTORS' INTERESTS IN CONTRACTS

Save as disclosed in the paragraph headed “Connected Transactions”
set out in this report and note 33 to the financial statements for the
year ended 31 December 2013 on “Related Party Transactions”, no
contracts of significance in relation to the Group’s business to which
the Company or any of its subsidiaries was a party and in which a
Director had a material interest, whether directly or indirectly, subsisted
at the end of the year or any time during the year.

DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS IN
SECURITIES

As at 31 December 2013, the interests and short positions of the
Directors and chief executive of the Company and their associates in
the shares and/or underlying shares of the Company and its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (the “SFO”)), as recorded in the register maintained
by the Company pursuant to Section 352 of the SFO, or as otherwise
notified to the Company and The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers (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:

RO 2HE Long position in the Shares
FERGEE

IR 10 FE 2 HEBRITRAEH
Number of WA E D (%)
AEHEEEERE Shares held/ Approximate % in
= Name of company/ interest in & {7 the total issued
Name of Director associated corporation the Shares Capacity share capital
= RE TEEEARLE () 584,000,000 iFAE 2w 69.0%

Mr. Liu Hongliang ~ Cheerhill Group Limited (Note 1) (Mf5E2) Interest of controlled

(Note 2) corporation

Fi -

1. 584,000,0008& % H B EEEBABERAE ([E
B)HE E2NEBTRABRASSEE T
FILE BHEBEE BT L PERELER
BRBEEDFREERHEF38.0%26.0%
11.5% 11.5% ~ 6.5% }6.5% ©
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Notes:

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

2. Mr. Liu is deemed to be interested in 584,000,000 Shares referred to in
Note 1 above by virtue of his 38.0% interest in Cheerhill.

Other than as disclosed above, none of the Directors, chief executive of
the Company nor their associates had any interests or short positions in
any Shares, underlying Shares or debentures of the Company or any of
its associated corporations as at 31 December 2013.
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SUBSTANTIAL SHAREHOLDERS

As at 31 December 2013, the register of substantial Shareholders
maintained by the Company pursuant to section 336 of the SFO shows
that the following Shareholder had notified the Company of its relevant
interest in the issued share capital of the Company:

Long position of substantial Shareholders in the
Shares and/or underlying Shares

FERAEE,
BOERRERETE HEBITRAEE
Number of Shares BAE D (%)

held/interest in

Approximate % in

BEREE the Shares and 5% the total issued
Name of Shareholder aggregated interest Capacity share capital
Flg (M) 584,000,000 EmEAA 69.0%
Cheerhill (Note) Beneficiary owner

I Note:

584,000,00008 &0 Jh A B ERH H2HE#TRA
HESREE T IAE SFMEE B2+
BEREERBLRBEED B HFREXHEF38.0%"
26.0%11.5% * 11.5% * 6.5% }26.5% ©
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The 584,000,000 Shares were held by Cheerhill, the entire issued share capital
of which is ultimately beneficially owned as to 38.0% by Mr. Liu Hongliang,
26.0% by Mr. Wang Zijiang, 11.5% by Mr. Guo Xitian, 11.5% by Ms. Zheng
Hong, 6.5% by Mr. Guo Yucheng and 6.5% by Mr. Fu Anxu.

Save as disclosed above, the Company has not been notified by
any person who had any interest or short position in the Shares or
underlying Shares as at 31 December 2013, which are required to be
notified to the Company under the SFO or which are recorded in the
register required to be kept by the Company under section 336 of the
SFO.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

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

o
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CONNECTED TRANSACTIONS

Certain related party transactions as disclosed in note 33 to the
financial statements for the year ended 31 December 2013 also
constituted connected transactions. The following transactions
between certain connected persons (as defined in the Listing Rules)
and the Group have been entered into and/or are continuing for which
relevant announcements, if necessary, had been made by the Company
in accordance with the requirements of the Listing Rules.

(a)

On 30 June 2011, the Company and Henkel entered into the JV
Agreement pursuant to which the Company and Henkel have
agreed to form the JV Company. Upon the incorporation of the
JV Company on 23 February 2012, Henkel, being a substantial
shareholder of the JV Company, has become a connected
person of the Company. Hence, the continuing transactions
contemplated under the framework supply agreement (the
“Supply Agreement”) entered into between the Company (acting
on its own behalf and on behalf of Weifang Parasia Chem Co.,
Ltd. (“Weifang Parasia”)) and Henkel AG & Co. KGaA (“Henkel
AG”) (acting on its own behalf and on behalf of Henkel Ireland
Ltd. (“Henkel Ireland”), Henkel Puerto Rico Inc. and Henkel
Ltda.), being associates of Henkel, on 28 January 2011 constitute
continuing connected transactions of the Company under the
Listing Rules 14A.41. During the year under review, Weifang
Parasia has supplied ethylcyanoacetate, methylcyanoacetate,
nbutylcyanoacetate and other chemical products to Henkel
Ireland, Henkel Puerto Rico Inc. and Henkel Ltda. from time to
time under the Supply Agreement.

On 6 November 2012, Weifang Dekel Innovative Materials Co.,
Ltd. (“Weifang Dekel”), a indirect non-wholly owned subsidiary of
the Company (as defined under the Listing Rules) entered into a
master supply agreement (the “Agreement”) with Henkel Ireland,
pursuant to which Weifang Dekel agreed to supply and Henkel
Ireland agreed to purchase products with different parameter
and specifications as set out in the Agreement annually. No
transaction has been incurred during the year under review.
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CONNECTED TRANSACTIONS (Continued)

The auditor of the Company was engaged to report on the Group's
continuing connected transactions in accordance with Hong Kong
Standard on Assurance Engagements 3000 “Assurance Engagements
Other Than Audits or Reviews of Historical Financial Information” and
with reference to Practice Note 740 “Auditor’s Letter on Continuing
Connected Transactions under the Hong Kong Listing Rules”, issued
by the Hong Kong Institute of Certified Public Accountants. The
auditor of the Company has issued a report containing the findings
and conclusions in respect of the continuing connected transactions
disclosed by the Group under this section in accordance with paragraph
14A.38 of the Listing Rules that the transactions:

(1) have been approved by the Board;

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

(3) have been entered into in accordance with the relevant
agreement governing the transactions during the year; and

(4) have not exceeded the annual caps disclosed in the
announcement of the Company dated 7 November 2012.

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

The independent non-executive Directors have reviewed the above
transactions and confirmed that these transactions were entered into
by the Group (i) in the ordinary and usual course of business; (ii) on
normal commercial terms; and (iii) the transactions were entered into in
accordance with the agreements governing such transactions on terms
that are fair and reasonable and in the interests of the Shareholders as
a whole.
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CONNECTED TRANSACTIONS (Continued)

(@

On 29 May 2012, Weifang Binhai Petro-chem Co., Ltd. (“Weifang
Binhai”), a wholly owned subsidiary of the Company, and #
WG E X AR AR (transliterated as Weifang Xiang Rui
Properties Ltd.) (“Weifang Xiang Rui”), an indirect subsidiary
of Weifang Tianhong, which is connected person to the
Company as Mr. Liu Hongliang, Mr. Wang Zijiang, Mr. Guo
Xitian and Mr. Guo Yucheng, all being executive Directors, have
majority voting control of Weifang Tianhong, entered into an
agreement (“Agreement A”) pursuant to which Weifang Binhai
has agreed to purchase and Weifang Xiang Rui has agreed
to sell the 156 residential units with an aggregate building
area of approximately 9,200 sq.m. to be constructed on the
parcel of land located adjacent to the northern exit of parcel
A land at /ER#L[& (transliterated as Jumin Xiaoqu), #In7E
J& (transliterated as Xiangrui Yaju), Weifang Binhai Economic
Technological Development Area, Shandong Province, the
PRC (the “Property”) at a consideration (the “Consideration”)
determined by an independent property valuer to conduct a
valuation on the Property after the acceptance of the examination
on the completed construction of the Property but prior to
completion (the “Completion”) of the acquisition in accordance
with the terms and conditions of the Agreement A, which has
constituted a connected transaction on the part of the Company
under Chapter 14A of the Listing Rules. A prepayment of
RMB18,000,000 has been paid by Weifang Binhai to Weifang
Xiang Rui in 2012. Upon Completion in May 2013, the
Consideration based on a valuation prepared by an independent
valuer was determined to be RMB26,900,000. The balance
amount of RMB8,900,000 has been paid by Weifang Binhai to
Weifang Xiang Rui during the year according to the terms and
conditions of the Agreement A.
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CONNECTED TRANSACTIONS (Continued)

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

(d) Pursuant to a lease (the “Lease”) entered into between Weifang
Parasia, being a wholly owned subsidiary of the Company,
and Weifang Tianhong, Weifang Parasia leased the office
premises owned by Weifang Tianhong for a term of three years
commencing on 1 January 2012 at an annual rental payment
of RMB180,000, payable at the end of each quarter. Besides,
Weifang Parasia, has supplied steam to T EEin I EERER
A A (transliterated as Weifang Xiang Rui Properties Management
Ltd.) (“Weifang Xiang Rui Properties”), a non-wholly owned
subsidiary of Weifang Tianhong, at fair market terms in total sum
of approximately RMB567,000 during the year under review (the

“Supply”).

Weifang Tianhong and Weifang Xiang Rui Properties are
connected person to the Company as Mr. Liu Hongliang, Mr.
Wang Zijiang, Mr. Guo Xitian and Mr. Guo Yucheng, all being
executive Directors, have majority voting control of Weifang
Tianhong, the transactions under the Lease constituted a
continuing connected transactions of the Company and the
transaction of the Supply also constituted a connected transaction
of the Company. The Lease and the Supply, respectively are de
minimise transactions under Rule 14A.33(3) of the Listing Rules,
thus they were exempted from the reporting, announcement
and independent shareholders’ approval requirements under the
Listing Rules.

Apart from the above transactions (c) and (d), other related-party
transactions set out in note 33 to the financial statements did not
constitute connected transactions or continuing connected transactions
under Chapter14A of the Listing Rules.

Save as disclosed above and in note 33 to the financial statements for
the year ended 31 December 2013, there were no other transactions
which need to be disclosed as connected transactions in accordance
with the requirements of the Listing Rules and no contract of
significance, between the Company, controlling Shareholders, or any
of its subsidiaries and fellow subsidiaries or in which a Director had a
material interest, whether directly or indirectly, or which are required
to be disclosed under the Listing Rules or the Companies Ordinance
(Chapter 32 of the laws of Hong Kong) subsisted at the end of the year
or at any time during the year under review.
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MANAGEMENT CONTRACTS

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

CONFIRMATION FROM INDEPENDENT NON-
EXECUTIVE DIRECTORS

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

EMOLUMENT POLICY

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

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

SHARE OPTION SCHEME

Under the share option scheme of the Company (the “Share Option
Scheme”) adopted by the Company on 4 October 2006, the maximum
number of Shares available for issue upon exercise of all options
granted and yet to be exercised under the Share Option Scheme and
other share option schemes in aggregate shall not exceed 30% of the
number of issued Shares from time to time. The total number of Shares
issued and which may be issued upon exercise of all options (whether
exercised, cancelled or outstanding) granted in any 12-month period to
each participant must not exceed 1% of the number of Shares in issue
unless approval by the Shareholders in a general meeting. An option
may be exercised in accordance with the terms of the Share Option
Scheme at any time during a period to be notified by the Board, which
must not be more than ten years from the date of grant. Any Share
allotted and issued on the exercise of options will rank pari passu with
other Shares in issue on the date of allotment.

The offer of a grant of share options may be accepted within 21 days
from the date of offer, upon payment of nominal consideration of
HK$1 in total by the eligible participants that become grantees. Each
share option will be vested immediately at the date when the option
is accepted. The share options will lapse immediately after the grantee
ceases to be eligible participant of the Group. The options will lapse
due to the expiry of the option’s exercise period.
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SHARE OPTION SCHEME (Continued)

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

No share option has been offered or granted by the Company under
the Share Option Scheme during the year under review.

PRE-EMPTIVE RIGHTS

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

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

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

SUFFICIENCY OF PUBLIC FLOAT

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

COMPLIANCE WITH CODE OF BEST PRACTICES

The Company is committed to maintaining the high standard of
corporate governance practices. Information on the corporate
governance practices adopted by the Company is set out in the
Corporate Governance Report on pages 33 to 46 of this annual report.

The Company has adopted the Model Code as its code for dealing in
securities of the Company by the Directors. After specific enquiry by
the Company, all the Directors confirmed that they had complied with
the required standards set out in the Model Code for the financial year
ended 31 December 2013.
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INDEPENDENT AUDITOR
The financial statements have been audited by BDO Limited (“BDO”).

A resolution will be proposed at 2014 AGM to re-appoint BDO as
auditor of the Company.

On behalf of the Board
Liu Hongliang
Chairman

Hong Kong, 21 March 2014
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The Company is committed to building and maintaining high standards
of corporate governance. Throughout the financial year ended
31 December 2013, the Company has adopted the principles and
complied with the requirements set out in the “Corporate Governance
Code” (the “CG Code”) contained in Appendix 14 to the Listing Rules.

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

BOARD OF DIRECTORS
Roles of Directors

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

Corporate governance function

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

During the year under review, the Board has (i) reviewed the corporate
governance policy and practices of the Company to comply with
the revised CG Code and Listing Rules requirements; (ii) reviewed
the communication policy of the Company; (iii) reviewed the
information disclosure policy of the Company; (iv) reviewed the code
of conduct applicable to employees of the Company and Directors;
(v) reviewed and monitored the training records gﬂ[ectors and
senior management; (vi) reviewed the Company’s complian€eawith the

CG Code and disclosure in the corporate governance'r
Company; and (vii) reviewed the performance and contrils

Board members.
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BOARD OF DIRECTORS (Continued)
Composition

The Board comprises seven Directors, including four executive Directors
and three independent non-executive Directors. The biographical
details of the Directors are set out on pages 10 to 11 of this annual
report. The composition of the Board is well balanced with each
Director having sound knowledge, experience and/or expertise relevant
to the business operations and development of the Group. The
independent non-executive Directors, with at least one independent
non-executive Director possessing the appropriate professional
qualifications, or accounting or related financial management expertise,
who offer diversified expertise and experience, contribute significantly
to the important function of advising management on strategy and
policy development. All the Directors are aware of their collective and
individual responsibilities to the Shareholders and have exercised their
duties with care, skill and diligence, contributing to the successful
performance of the Group.

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

The Company maintains appropriate liability insurance to indemnify
its Directors for their liabilities arising out of corporate activities. The
insurance coverage will be reviewed on an annual basis.

Appointment, re-election and removal of Directors

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

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

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

Training

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

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

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

Chairman and general manager

The Company does not presently have any officer with the title of
chief executive officer but with equivalent to the position of general
manager of the Company. In order to reinforce the independence and
accountability, the roles of the Chairman and the general manager of
the Company are segregated and performed by Mr. Liu Hongliang and
Mr. Wang Zijiang respectively. There is a clear distinction responsibility
of the Chairman to mainly provide leadership for the Board and ensure
the Board is functioning properly, with good corporate governance
practices and procedures, whilst the general manager of the Company
is responsible for managing the day-to-day operations, implementing
business strategies and policies approved by the Board, developing and
formulating the organisational structure, control systems and internal
procedures and processes for the Board’s approval. The division of
responsibilities between the Chairman and general manager of the
Company has been clearly defined and set out in writing.

Board meeting

The Board meets regularly at least 4 times every year. The Directors
participated in person or through electronic means of communication.
All regular Board meetings are scheduled in advance to facilitate the
possible fullest attendance. The meeting agenda is set after consulting
with members of the Board. Each Director is invited to present any
businesses that he wishes to discuss or propose at such meetings.
Directors are required to abstain from voting and will @@g_]gounted in
the quorum present in the Board meeting if any Directo'r_;b‘
of interest in a matter to be considered by the Board. -
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BOARD OF DIRECTORS (Continued)

Board meeting (Continued)

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

During the year under review, 4 times of Board meetings were held.
Directors has discussed the overall strategy as well as the operation
and financial performance of the Group, including annual budgets,
annual and interim results, approval of major capital transactions and
other significant operational and financial matters etc. Directors are
kept informed on a timely basis of major changes that may affect
the Group’s business, including relevant rules and regulations. The
Board papers and minutes of the Company are kept by the Company
Secretary at the Company’s principal place of business in Hong Kong.
All draft and final versions of minutes have been sent to Directors for
review, comment and record within 30 days after each board meeting.

Board committees

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

Audit Committee

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

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

(i)  reviewing the Group’s financial controls, internal control and risk
management systems;

(iii)  reviewing the Group’s financial and accounting policies and
practices;
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BOARD OF DIRECTORS (Continued)
Audit Committee (Continued)

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

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

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

Two Audit Committee meetings were held during the year under review
to discuss the following matters:

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

(i)  reviewing the independence and the audit findings of the
external auditor of the Company;

(i) reviewing the Group’s accounting principles and practices,
listing rules and statutory compliance, internal controls, risk
management and financial reporting matters;

(iv) reviewing the annual financial statements for the year ended
31 December 2012 and interim financial statements for the six
months ended 30 June 2013;

(v)  reviewing the continue connected transactions of the Group; and

(vi) reviewing the terms of engagement and remuneration of the
external auditor of the Company and recommending the Board
on the re-appointment of external auditor of the Company.

The members of the Audit Committee had also met with the
executive Directors to (i) review the reports of the internal control self-
assessment and the corporate governance compliance assessment of
the Group; (ii) evaluate the sufficiency of resources, the qualification
and the experience of the employees who were responsible for the
accounting and financial reporting of the Group, and the sufficiency
of training courses received by employees; (iii) assess the annual
budget of the Group; and (iv) review internal control report and make
recommendations to the Board for improvement during the year under
review.

On 21 March 2014, the Audit Committee also held a meeting to review
the financial statements and the external auditor’s audit finding for
the year ended 31 December 2013. The Audit Committee was satisfied
that the accounting policies and practices adopted by the Group are
in accordance with the current best practices in Ho
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BOARD OF DIRECTORS (Continued)
Remuneration Committee

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

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

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

During the year under review, the Remuneration Committee has held
one meeting to (i) review of the remuneration packages for all the
Directors and senior management of the Group by reference to their
responsibilities and duties, the Group's operating results and achieved
corporate objectives, after taking into account also the comparable
market conditions and made recommendation to the Board for
approval; and (ii) review and approve the service contract terms of the
Directors. No Director shall participate in any discussion and resolution
about his own remuneration.

Remuneration policy

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

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

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

executive Directors.

The Nomination Committee is mainly responsible to formulate
nomination policy, and making recommendations to the Board on
nomination and appointment of Directors and Board succession. The
board diversity policy of the Company (with effective from 1 September
2013) is in line with the new requirements of the CG Code. The
Board delegates an additional function to the Nomination Committee
to review the board diversity policy and makes recommendations
to the Board if necessary. The terms of reference of the Nomination
Committee were revised accordingly and approved by the Board.
The board diversity policy sets out the approach to achieve diversity
on the Board which includes gender, age, cultural and educational
background, ethnicity, professional and industry experience, skills,
knowledge, length of service and the legitimate interests of the
principal Shareholders. The Nomination Committee will also consider
the merits and contribution of any Director proposed for re-election or
any candidate nominated to be appointed as Director with due regard
for the diversity of the Board so as to complement the existing Board.
The primary duties of the Nomination Committee are (i) review the
structure, size and diversity of the Board and make recommendations
on any proposed changes to the Board to complement the Company’s
corporate strategy; (i) identify individuals suitably qualified to become
Board members and select or make recommendations to the Board on
the selection of individuals nominated for directorships; (iii) assess the
independence of independent non-executive Directors; and (iv) other
duties are set out in its specific terms of reference. The Nomination
Committee is provided with sufficient resources enabling it to discharge

its duties.

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

Director etc.

Nomination Committee held one meeting during the year under review
to (i) assess the current structure, size and composition (including but
not limited to the skills, knowledge and experience) of the Board; (ii)
review the independence of independent non-executive Directors; (iii)
review and recommend the re-appointment of the retiring Directors for
iew the board
and make

Shareholders’ approval at annual general meeting; (iv) e
diversity policy; and (v) review the Directors succession:pl
recommendation to the Board for approval. b
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BOARD OF DIRECTORS (Continued)

The Safety and Environmental Protection Committee
The Safety and Environmental Protection Committee is responsible to
enhance the safety and effectiveness of production operations that
would eliminate the main operating risk of the Group. The Safety and
Environmental Protection Committee is chaired by Mr. Guo Yucheng,
an executive Director and other members are Mr. Gao Baoyu, an
independent non-executive Director and Mr. Fu Anxu, a chief engineer
of the Group. The primary duties of the Committee are include:

0

(ii)

(iii)

(iv)

to formulate the Group's overall safety and environmental protection
policy and regulations as well as make recommendation to the
Board;

to establish and maintain a safety and environmental production
operating system of the Group;

to examine and monitor the productions and operations of
the Group and ensure the Group's safety and environmental
protection policy and regulations are implemented effectively;

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

to respond and handle all complaints regarding the safety and
environmental issues and make recommendation to the Board for
improvement.

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

()

(ii)

KRB TR BR A R TIANDE CHEMICAL HOLDINGS LIMITED o

reviewing and ensuring the current safety and environmental
protection systems of the Group are comply with the relevant
regulations and rules; and

recommending the Board for enhancing and upgrading various
safety and environmental protection facilities to cater for the
latest safety and environmental protection requirements.
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BBg (&) BOARD OF DIRECTORS (Continued)
REEFERN SEFHFEEEEEZE ESE  During the year under review, the attendance record of each Director
ZEegea IRRRBFRg cE2B @ NT at the Board meetings, Board committee meetings and annual general

meeting is set out below:

fila-f Eob ]
Attendance of meetings
Z2R
RRZEE
BRREFAE Safety and
Annual ENZBE HHMZEE REZBE Environmental
general Ezg Audit Remuneration  Nomination Protection
meeting Board  Committee =~ Committee = Committee ~ Committee
HTES Executive Directors
Bz Mr. Liu Hongliang® 171 4/4 11 171 171 =
IFIRE Mr. Wang Zijiang 171 4/4 112 - - -
BHEMEEE Mr. Guo Xitian 11 44 - - - -
DEK A Mr. Guo Yucheng’ 171 4/4 - - - 171
BUFHTES Independent non-executive Directors
PHEF A6 Mr. Leung Kam Wan'4€ 171 4/4 22 11 17 -
BERLELS Mr. Gao Baoyu%¢ 171 4/4 W) 171 - 171
ARp L Mr. Liu Chenguang?3© 0/1 4/4 W) 171 171 =
EEE Management
BEBEE Mr. Fu Anxu® 171 = - - - 171
B 5 - Notes:
1. BZZEgXR 1. Chairman of the Audit Committee
2. EBEREEEKE 2. Member of the Audit Committee
3. HTHEESEE 3. Chairman of the Remuneration Committee
4. HMEEBEEKE 4. Member of the Remuneration Committee
5. RELEESTF 5. Chairman of the Nomination Committee
6. RBZEENE 6.  Member of the Nomination Committee
7. ZENRREZEESER 7. Chairman of the Safety and Environmental Protection Committee
8. ZENRIREEEKE 8. Member of the Safety and Environmental Protection Committee
BENEX ACCOUNTABILITY AND AUDIT

EEeWHBE—YETHET RREEATEA The Board aims to present a balanced, clear and understandable

T 25U AEEW REES TR ARQFTHE  assessment of the Company’s performance, position and prospects

IR AR R ET = T ER R A o to Shareholders and the public pursuant to all sort of statutory
requirements.
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ACCOUNTABILITY AND AUDIT (Continued)

The Directors are responsible for the preparation and the true and
fair presentation of the financial statements in accordance with Hong
Kong Financial Reporting Standards issued by the Hong Kong Institute
of Certified Public Accountants and the disclosure requirements of
the Hong Kong Companies Ordinance. This responsibility includes
designing, implementing and maintaining internal control relevant
to the true and fair presentation of financial statements that are free
from material misstatement, whether due to fraud or error; selecting
and applying appropriate accounting policies; and making accounting
estimates that are reasonable in the circumstances. The responsibilities
of the external auditor of the Company for the accounts are set out in
the Auditor’s Report on pages 47 to 48 of this annual report.

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

Management is required to provide detailed reports and explanation to
enable the Board to make an informed assessment before approval.

INTERNAL CONTROLS

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

The internal control system of the Group comprises a comprehensive
organisational structure and delegation of authorities, with
responsibilities of each business and operational units clearly defined
and authorities assigned to individuals based on experience and
business need. Control procedures have been designed to safeguard
assets against unauthorised use and disposition, ensure compliance
with relevant laws, rules and regulations, and ensure proper
maintenance of accounting records for provision of reliable financial
information used within the business or for publication; and to provide
reasonable assurance against material misstatement, loss or fraud.

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

All executive Directors closely and directly monitor the daily operations,
business activities and review monthly financial results of the Group
regularly ensuring that all internal control procedures, compliance
controls procedures and risk management measures and procedures
are properly implemented even though an internal control department
has not yet built up until now. Executive Directors participate in the
monthly management meetings to review the Group’s financial and
operational procedures, fraud investigations (if any), productivity
efficiency and effectiveness etc., and/or meetings held as and when
required to address irregularities immediately. Besides, the executive
Directors take a constant review of critical risk management control of
the Group to ensure the business operation is sound and effectiveness
on an on-going basis.

During the year under review, an independent professional consulting
firm was engaged to conduct an internal control review in respect
of property, plant and equipment of the Group and reported directly
to the Board. The Board concluded that no significant weakness was
noted from such internal control report but the Group will implement
several recommendations suggested by the independent professional
consulting firm. Furthermore, the Group has planned to conduct
another internal control review by external professional party in
other aspects of the Group in coming future. Besides, the Group has
implemented continuous self-assessment and evaluation mechanism
on internal control operations aiming to test the reasonableness of the
existing internal control operations, prompting employee to participate
in evaluation of the implementation of internal control system, serves
to rectify internal control operations immediately if any shortcomings
are identified, facilitate the Board and the Audit Committee to assess
the internal control operations of the Group effectively.

The Board has kept monitoring the business operation closely and
devoted to optimise the Group’s operation system, minimise its
operational risks and any irregularities areas by periodically review
the operation procedures of the Group during the year under review.
An internal control department is planned to be set up in future to
formulate more control measures and put in place an integrated
system of internal control so as to support the business continuous
development of the Group.

The Board is responsible for the handling of the dissemination of inside
information and other financial disclosure requirements procedures.
The Board is fully aware of its obligations under the Listing Rules and
reviews its compliance controls process regularly. The Company should
make disclosure immediately pursuant to statutory requirements.
Any unauthorised use of confidential or inside information is strictly
prohibited under the Company'’s policy. Employees who are privy or
have access to unpublished inside information of the Group has also
been notified on the adoption of the Model Code the Company
and on observing the restrictions pursuant to Parts X 1 an,. .
Securities and Futures Ordinance. 'y —
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COMPLIANCE WITH MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company has adopted the Model Code as its own code governing
securities transactions of the Directors. Each of the Directors has
confirmed, upon specific enquiry, his compliance with the Model Code
for the financial year ended 31 December 2013. The Company has
also adopted written guidelines on no less exacting terms than the
Model Code for the relevant employees. The senior management, who,
because of their office in the Group, is likely to be in possession of
inside information, has been requested to comply with the provisions
of the Model Code and the Company's code of conduct regarding
securities transactions by Directors. No incidence of non-compliance of
the employees’ written guidelines by the relevant employees was noted
by the Company during the year under review.

SHAREHOLDERS' RIGHTS

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

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

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

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

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

Right to put enquiries to the Board

Shareholders have the right to put enquiries to the Board. All enquiries
must be in writing with contact information of the requisitionists and
deposited to the Company Secretary at the Company’s principal place
of business.
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SHAREHOLDERS' RIGHTS (Continued)

Right to put forward proposals at general meetings

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

Right to propose a person for election as a Director

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

INVESTOR RELATIONS

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

In addition, the Company also communicates to its shareholder through
announcements and annual and interim reports. All such reports and
announcements can also be accessed via the Company's website and
the website of the Stock Exchange. The Directors, Company Secretary
or other appropriate members of the management team also respond
to inquiries from Shareholders and investment commun _mptly.
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EXTERNAL AUDITOR

The nature and ratio of annual fees to external auditor of the Company
for non-audit services and for audit services are subject to scrutiny
by the Audit Committee. The provision of non-audit services by the
external auditor of the Company requires prior approval of Audit
Committee so as to ensure that the independence and objectivity of
the external auditor of the Company will not be impaired. Details of
the fees paid or payable to the external auditor of the Company for the
financial year ended 31 December 2013 are as follows:

Audit services HK$600,000
Non-audit services
Review of interim financial statements HK$50,000

On behalf of the Board
Liu Hongliang
Chairman

Hong Kong, 21 March 2014
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TO THE SHAREHOLDERS OF TIANDE CHEMICAL HOLDINGS LIMITED
(Incorporated in Cayman Islands with limited liability)

We have audited the consolidated financial statements of Tiande
Chemical Holdings Limited (the “Company”) and its subsidiaries
(together the “Group”) set out on pages 49 to 128, which comprise
the consolidated and company statements of financial position as
at 31 December 2013, and the consolidated income statement, the
consolidated statement of comprehensive income, the consolidated
statement of cash flows and the consolidated statement of changes
in equity for the year then ended, and a summary of significant
accounting policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

AUDITOR'S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. This report is made solely to
you, as a body, in accordance with the terms of our engagement, and
for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free
from material misstatement.
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AUDITOR'S RESPONSIBILITY (Continued)

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material
misstatement of the consolidated financial statements whether due to
fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation of the financial
statements that give a true and fair view in order to design audit
procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group as
at 31 December 2013 and of the Group’s profit and cash flows for the
year then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

BDO Limited

Certified Public Accountants

Tsui Ka Che, Norman

Practising Certificate Number PO5057

Hong Kong, 21 March 2014




réalzE% Consolidated Income Statement
HE-_ZT—=91+_=-A=+—H1%E For the year ended 31 December 2013

—E-=£F —E—_F
2013 2012
s AR®¥T T AR®EF T
Notes RMB’000 RMB'000
= - Turnover 6 1,195,178 1,003,895
HE KA Cost of sales (852,290) (742,292)
EF Gross profit 342,888 261,603
H A BA Other income 6 4,457 5,962
WEMESEHILE Revaluation gain on investment properties 16 1,170 590
HEMX Selling expenses (27,361) (22,212)
THREX Administrative expenses (48,086) (33,808)
B TR AR Finance costs 7 (5,643) (8,692)
THESRM T AN AFEERE  Fair value loss on derivative financial 30
instruments (5,606) (6,990)
BiE—REZ QA Share of (loss)/profit of a joint venture 17
(E518) & (2,690) 373
R P 18 B4 A% F Profit before income tax 8 259,129 196,826
Frisfi sz Income tax expense 9 (71,043) (37,644)
EFEEA Profit for the year 188,086 159,182
ZNCSEWN/NETE PN Profit for the year attributable to owners of
FEAG 5 F1 the Company 188,086 159,182
BETE AR R R A AE(L Earnings per share for profit attributable to
NERWFME 2FREF]  owners of the Company for the year
—EARR#EE — Basic and diluted 13 AR¥0.222;t AR™0.1887C
RMBO0.222 RMBO0.188
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mazmlEE Consolidated Statement of Comprehensive Income

HE-ZT—=%+=-H=+1—HLLFJE For the year ended 31 December 2013

—E—=f —E——F
2013 2012
ARBT T AR¥ETFTT
RMB’000 RMB'000
REERF Profit for the year 188,086 159,182
Hh 2|k & Other comprehensive income
HEWHREFIEE Items that may be reclassified subsequent to
WzEKkzER: the income statement:
MEBINEBTERE 2 Exchange losses on translation of financial statements
& 5 18 % of foreign operations (45) (464)
AEEHMEEKE Other comprehensive income for the year (45) (464)
AEEXHEHRRERE Total comprehensive income for the year 188,041 158,718
TEEXRRRERA Total comprehensive income for the year
EBiE2EKBEEHE attributable to owners of the Company 188,041 158,718
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SEBBEMRRE Consolidated Statement of Financial Position

MR-_ZT—=%+_=-HA=+—H As at 31 December 2013

—E—=fF —E——fF
) 2013 2012
s AR®¥T T AR®EF T
Notes RMB’000 RMB'000
BEEREE ASSETS AND LIABILITIES
FRBEE Non-current assets
e =S Property, plant and equipment 14 537,269 473,262
BN TR E R Prepaid land lease payments 15 52,708 54,001
LB Investment properties 16 14,200 13,030
BEME HEREREZ Deposits paid for acquisition of
BfEE property, plant and equipment 2,514 22,008
R—REERA R Interests in a joint venture 17 45,824 48,511
& W B 15 T & SR Finance lease receivable 18 16,085 -
EIER I E = Deferred tax assets 19 1,488 -
670,088 610,812
REBEE Current assets
VNS Inventories 20 82,477 58,814
2 5 RWAR R B RIE Trade and bills receivable 21 280,379 210,666
TE A SR I8 K2 B A JE W KA Prepayments and other receivables 21,594 29,913
B —REEREHIE Amount due from a joint venture 17 522 443
JE Y B 75 0 & 3R Finance lease receivable 18 854 -
RITELIR © 485 Bank and cash balances 22 49,551 49,962
435,377 349,798
REEE Current liabilities
S5 EMNR Trade payables 23 25,072 17,498
FER RATBR SR R E Ath Accruals and other payables
JE A~ I8 77,607 65,056
RITERN Bank borrowings 24 33,297 57,000
mENIBEE Current tax liabilities 13,352 13,421
149,328 152,975
REBEEFEE Net current assets 286,049 196,823
HEERABERE Total assets less current liabilities 956,137 807,635
EREAE Non-current liabilities
RITERK Bank borrowings 24 = 17,000
RIEW A Deferred income 25 10,451 13,191
ELEFRIEAE Deferred tax liabilities 19 3,008 2,663
TEEsRIA Derivative financial instruments 30 12,596 6,990
26,055 39,844
EEFE Net assets 930,082 767,791
s EQUITY
ANEEEAEBGES Equity attributable to
the Company’s owners
ELEIN Share capital 26 7,786 7,786
G Reserves 27 922,296 760,005
HiEs Total equity 930,082 767,791
B EFFI
LIU HONGLIANG WANG ZIJIANG
z EE
Director Director

— = — =44 % ANNUAL REPORT 2013 57



Bk R & Statement of Financial Position

R-ZT—=%+=-HA=+—H As at 31 December 2013

—E—=£F —E—_F
2013 2012
B = AR®T T ARET T
Notes RMB’000 RMB'000
EEHAE ASSETS AND LIABILITIES
kREBEE Non-current assets
ME - WE MR Property, plant and equipment 14 10 8
R—RELERAI 2R Interests in a joint venture 17 48,416 48,416
R B AF 2R E Investments in subsidiaries 28 = -
48,426 48,424
RBEE Current assets
FEUL B B A R FRIB Amounts due from subsidiaries 28 143,537 171,940
B AR B Dividend receivables 8,795 9,048
TE A FRIE K2 A R R IR Prepayments and other receivables 265 258
SRITHIIR © 45k Bank and cash balances 22 4,643 7,522
157,240 188,768
REBEE Current liabilities
JERT AR AT BR SR R EAth Accruals and other payables
FE T RIE 648 739
648 739
REBEEFEE Net current assets 156,592 188,029
BEERABER Total assets less current liabilities 205,018 236,453
ERBEE Non-current liabilities
TEERMTA Derivative financial instruments 30 12,596 6,990
12,596 6,990
EEFE Net assets 192,422 229,463
& EQUITY
[N Share capital 26 7,786 7,786
M Reserves 27 184,636 221,677
R R Total equity 192,422 229,463
2z EFFI
LIU HONGLIANG WANG ZIJIANG
EBZE -
Director Director
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mAaRERER Consolidated Statement of Cash Flows
HE-ZT—=F+=-H=+1—HLLFJE For the year ended 31 December 2013

—E—=F —ET——fF
2013 2012
B 5 AR¥T T ARBEF T
Notes RMB’'000 RMB'000
REEBEECZRESRE Cash flows from operating activities
B BT 15 5 Al i ) Profit before income tax 259,129 196,826
P Adjustments for:
F B U A Interest income 6 (331) (510)
FERZ Interest expenses 7 5,643 8,692
F Amortisation 8 1,293 1,293
e Depreciation 8 54,498 44,203
IR JE YT A B O] Release of deferred income 6 (2,740) (2,740)
WRZEEIRFE Reversal of write-down of inventories to 8
GFEEBEzZRBETE net realisable value (209) (230)
GCEEEMBBAZEIZRFE  Write-down of inventories to 8
net realisable value 42 189
HEYEEHIEE Revaluation gain on investment properties 16 (1,170) (590)
RiEZEURG T2 Equity-settled share-based payment 8
RIERZ expenses = 162
Eh—REEQAEE/ Share of loss/(profit) of a joint venture
O A 2,690 (373)
TSR ITENAFEERE  Fair value loss on derivative financial 30
instruments 5,606 6,990
HEWE WEREH2 Gain on disposals of property, 6
F R plant and equipment, net (9) (12)
ME - BB &R AR Written off on property, 8
plant and equipment - 174
RitgEEEBAT 2 Operating profit before working capital
e —inpl changes 324,442 254,074
FE(#m) e (Increase)/Decrease in inventories (23,496) 26,756
B 5 REIER  FEW IR M EM  Increase in trade, bills and other receivables
JE U 5K B K T8 - 3R I8 2 0 and prepayments (61,397) (14,661)
JEU — KA &R FEIFRIAE Decrease/(Increase) in amount due from
B (1) a joint venture 268 (443)
E SN JEMARMBRZR I Increase/(Decrease) in trade and accruals
H fth JE A FRIB I A0, and other payables
Ot 2>) 7.110 (13,508)
KEXEBFRE Cash generated from operations 246,927 252,218
BT R Income taxes paid (72,255) (33,641)
REEBEE2RESFHE Net cash generated from operating
activities 174,672 218,577
REEXBEEZHERE Cash flows from investing activities
BEWME WENIEE Purchase of property, plant and equipment (103,383) (133,316)

HEYE  BERREY
8B

R—RA BT 2 %
BRI &

B RITERAD

Proceeds on disposals of property,
plant and equipment

Interests in a joint venture

Interest received

Decrease in pledged bank deposits

REXBAZREFR

Net cash used in investing activities
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HEHELRER Consolidated Statement of Cash Flows

HE-_ZT—=91+_=-A=+—HL%E For the year ended 31 December 2013

—E—=fF —E——F
2013 2012
Bt & ARET T AR¥ETTT
Notes RMB’000 RMB'000
MEXBEEZHERE Cash flows from financing activities
BERRE Dividend paid 12(b) (25,750) (20,760)
EH %IJ Interest paid (5.732) (8,778)
Repayments of bank borrowings (57,000) (139,066)
New bank borrowings raised 16,297 104,066
MEXBRMAZREEE Net cash used in financing activities (72,185) (64,538)
ReREELEHEER Net decrease in cash and
WA FRE cash equivalents (359) (13,727)
FzEE MRS EMEIEE  Cash and cash equivalents at beginning of
year 49,962 63,889
INETE R EB) 2 52 Effect of foreign exchange rate changes (52) (200)
FR2ESRBALEEEE Cash and cash equivalents at
end of year 49,551 49,962
ReRAEEHEER Analysis of balances of cash and
HERDAT cash equivalents
IRITHIIR & 84 Bank and cash balances 49,551 49,962
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meEER®EHR Consolidated Statement of Changes in Equity

HE-ZT—=F+=-H=+1—HLLFJE For the year ended 31 December 2013

NEERGE
BRORE NEERREE NEE ERHERE Foreign
Re  RGEE  BHEE Surplus  Property Public Capital  currency  REER  BERE

Share Share Special reserve  revaluation welfare  contribution  translation Retained Proposed fit
capital premium reserve fund reserve fund reserve reserve profits dividend Total

ARBTR ARBTR AR®TR ARMTR ARWTR ARMTR ARWTz ARMTR ARETR ARMTR ARETR
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB‘000 RMB'000 RMB'000 RMB'000 RMB‘000

(Ki27a)  (M&2r)  (Madto) (Wiazd)  (Misdore)  (WE27f)
(note27a)  (note 27b)  (note 27¢) (note27d)  (note 27¢)  (note 27f)
ZE-“E-B-R&H  Balanceat1 January 2012 7,786 106,333 31,18 37,944 1,653 633 5,169 (1,967) 420,178 20,760 629,671
BTRE (BiE120) Dividend paid (note 12(b)) - - - - - - - - - (20,760) (20,760)
RELENRGZZ  Equitysettled share-based
FERZ payment expenses - - - - - - 162 - - - 162
RBEEARS Transactions with owners - - - - - - 162 - - (20,760) (20,598)
REEEF Profit for the year - - - - - - - - 159,182 - 159,182
Hh2EKE Other comprehensive income
BEMERBERRZ  Exchange loss on translation of
B B% financial statements of foreign
operations - - - - - - - (464) - - (464)
KEEHM2EREAE  Total comprehensive income
for the year - - - - - - - (464) 159,182 - 158,718
PREEEERR Appropriations to statutory
reserve - - - 10,509 - - - - (10,509) - -
ZT-CERERERE 2012 proposed final dividend
(WriE12(a) (note 12(a)) - - - - - - - - (25,750 25750 -
&5 (Wz270) Transfer (note 27(e)) - - - - - - (5,331) - 5,331 - -
RZB-Z% Balance at 31 December 2012
TZR=t-R&H 7,186 106,333 31,18 48453 1,653 633 - 2.431) 548,432 25,750 767,791
WZZ-=%-5-A%t Balance at 1 January 2013 7,786 106,333 31,182 48,453 1,653 633 - (2,431) 548,432 25,750 767,791
BITRE (KiE120) Dividend paid (note 12(b)) - - - - - - - - - (25,750) (25,750)
REEARS Transactions with owners - - - - - - - - - (25,750) (25,750)
REEER Profit for the year - - - - - - - - 188,086 - 188,086
Ht2EUE Other comprehensive income
BEFMERBERRZ  Exchange loss on translation of
EREX financial statements of
foreign operations - - - - - - - (45) - - (45)
AEEEMAAKGEE  Total comprehensive income
for the year - - - - - - - (45) 188,086 - 188,041
AREETRE Appropriations to statutory
reserve - - - 11,788 - - - - (11,788) - -
ZE-CERERERE 2013 proposed final dividend
(M126) (note 12(a) - - - - - - - - (30,342) 30,342 -
RZ%-Zf% Balance at 31 December 2013
TZR=t-R&H 7,786 106,333 31,182 60,241 1,653 633 - (2,476) 694,388 30,342 930,082
ool
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B KMz Notes to the Financial Statements

HE-ZT—=%+=-H=+1—HLLFJE For the year ended 31 December 2013
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GENERAL INFORMATION

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

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 set out in note 28.

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

The functional currency of the Company is Hong Kong Dollars
(“HK$"). The financial statements are presented in Renminbi
(“RMB”) because the main operations of the Group are located
in the People’s Republic of China (the “PRC”) and all values are
rounded to the nearest thousand except when otherwise stated.

The financial statements on pages 49 to 128 have been prepared
in accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”) which collective term includes all applicable individual
Hong Kong Financial Reporting Standards (“HKFRS”), Hong Kong
Accounting Standards (“HKAS”) and Interpretations (“Int”) issued
by the Hong Kong Institute of Certified Public Accountants (the
“HKICPA”) and the disclosure requirements of the Hong Kong
Companies Ordinance. The financial statements also include the
applicable disclosure requirements of the Rules Governing the
Listing of Securities on the Stock Exchange.

The financial statements for the year ended 31 December
2013 were approved for issue by board of the directors of the
Company on 21 March 2014.
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HE-ZT—=F+=-H=+1—HLLFJE For the year ended 31 December 2013

2. M REBITEEMBRE

% A
(a) REERMZHET REER]

2 5

RAFEE AEBERRAOHELES
RN A G R Z AT ER ERT K
BB ZEMER BRI RREERAR
M —_Z—=F—A-BRHBZFE
Bz REEPBREAR:

RiETERGT [MBHRRZZE

4 Bl — E 2 E UL
[EIP: HIBEZE25]
EBMIERE [RE B HREK
AEBI 1055

EBMERE [& &P

R 115

EBMERE [REME SRR

AERI 51255 ZHE]
BEREMBRE [AFEETE
AR 51355

BEMBHRE ([BE-AER
BT BENRESH
BRI BfE]

“ERNFE_T-—FRPFEY
& R F E

BR AT VERE AR & S - RN EN AT R i 18
BESCE R ER RS S api
WRREERTE-

RIETEBEHEABIRMBIT AR
[MBEHER 225 -Htb2EKHERE
225
BREGHENFIRETAZLER

(ROFEETHRSE) MEMEE
WHABEIEER D AEREZA
BOREN -AEERMBEHRERH2
Pz Bt 2 E W m e EITHEEN -

ADOPTION OF NEW OR AMENDED HKFRSs

(a) New and revised standards adopted by the

Group

In the current year, the Group has applied for the first
time the following new standards, amendments and
interpretations issued by the HKICPA, which are relevant to
and effective for the Group’s financial statements for the
annual period beginning on 1 January 2013:

Presentation of Financial
Statements — Presentation of
Items of Other Comprehensive
Income

Amendments to
HKAS 1 (Revised)

HKFRS 10 Consolidated Financial Statements

HKFRS 11 Joint Arrangements

HKFRS 12 Disclosure of Interests in Other
Entities

HKFRS 13 Fair Value Measurement

Amendments to Disclosures — Offsetting Financial
HKFRS 7 Assets and Financial Liabilities

Annual Improvements to HKFRSs 2009-2011 Cycle

Other than as noted below, the adoption of these new
and revised HKFRSs has no material impact on the Group's
financial statements.

Amendments to HKAS 1 (Revised), Presentation of
financial statements — Presentation of items of other
comprehensive income

The amendments to HKAS 1 require entities to present
the items of other comprehensive income that would
be reclassified to profit or loss in the future if certain
conditions are met separately from those that would never
be reclassified to profit or loss. The Group's presentation of
other comprehensive income in these financial statements
has been modified accordingly.
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ADOPTION OF NEW OR AMENDED HKFRSs
(Continued)
(a) New and revised standards adopted by the

Group (Continued)
HKFRS 10, Consolidated financial statements

HKFRS 10 replaces the requirements in HKAS 27,
Consolidated and Separate Financial Statements relating to
the preparation of consolidated financial statements and
HK SIC Interpretation 12, Consolidation — Special Purpose
Entities. It introduces a single control model to determine
whether an investee should be consolidated, by focusing on
whether the entity has power over the investee (whether
or not that power is used in practice), exposure or rights to
variable returns from its involvement with the investee and
the ability to use its power to affect the amount of those
returns.

As a result of the adoption of HKFRS 10, the Group has
changed its accounting policy with respect to determining
whether it has control over an investee. The adoption does
not change any of the control conclusions reached by the
Group in respect of its involvement with other entities as at
1 January 2013.

HKFRS 11, Joint arrangements

HKFRS 11, which replaces HKAS 31, Interests in Joint
Ventures, divides joint arrangements into joint operations
and joint ventures. Entities are required to determine the
type of an arrangement by considering the structure, legal
form, contractual terms and other facts and circumstances
relevant to their rights and obligations under the
arrangement. Joint arrangements which are classified as
joint operations under HKFRS 11 are recognised on a line-
by-line basis to the extent of the joint operator’s interest
in the joint operation. All other joint arrangements are
classified as joint ventures under HKFRS 11 and are required
to be accounted for using the equity method unless it is
classified as held for sale (or included in a disposal group
that is classified as held for sale) in the Group's consolidated
financial statements. Proportionate consolidation is no
longer allowed as an accounting policy choice.

As a result of the adoption of HKFRS 11, the Group has
changed its accounting policy with respect to its interests
in joint arrangements and re-evaluated its involvement
in its joint arrangements. The Group has reclassified the
investment from jointly controlled entity to joint venture.
The investment continues to be accounted for using the
equity method and therefore this reclassification does not
have any material impact on the financial position and the
financial result of the Group.
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(a) New and revised standards adopted by the

Group (Continued)
HKFRS 12, Disclosure of interests in other entities

HKFRS 12 integrates and makes consistent the disclosures
requirements about interests in subsidiaries, associates
and joint arrangements. It also introduces new disclosure
requirements, including those related to unconsolidated
structured entities. The general objective of the standard
is to enable users of financial statements to evaluate the
nature and risks of a reporting entity’s interests in other
entities and the effects of those interests on the reporting
entity’s financial statements.

HKFRS 12 disclosures are provided in notes 17 and 28. As
the new standard affects only disclosure, there is no effect
on the Group's financial position and performance.

HKFRS 13, Fair value measurement

HKFRS 13 provides a single source of guidance on how to
measure fair value when it is required or permitted by other
standards. The standard applies to both financial and non-
financial items measured at fair value and introduces a fair
value measurement hierarchy. The definitions of the three
levels in this measurement hierarchy are generally consistent
with HKFRS 7 “Financial Instruments: Disclosures”.
HKFRS 13 defines fair value as the price that would be
received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the
measurement date (i.e. an exit price). The standard removes
the requirement to use bid and ask prices for financial
assets and liabilities quoted in an active market. Rather the
price within the bid-ask spread that is most representative
of fair value in the circumstances should be used. It also
contains extensive disclosure requirements to allow users of
the financial statements to assess the methods and inputs
used in measuring fair values and the effects of fair value
measurements on the financial statements. HKFRS 13 is
applied prospectively.

HKFRS 13 did not materially affect any fair value
measurements of the Group’s assets and liabilities and
therefore has no effect on the Group’s financial position
and performance. The standard requires additional
disclosures about fair value measurements and these
are included in note 35(v). Comparative gdiselosures have
not been presented in accordance with ‘the™transitional

provisions of the standard. ey ‘ ;
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2.

ADOPTION OF NEW OR AMENDED HKFRSs
(Continued)
(b) New/amended HKFRSs that have been

issued but are not yet effective

At the date of this report, certain new and amended
HKFRSs have been published but are not yet effective, and
have not been adopted early by the Group.

The Directors anticipate that all of the pronouncements
will be adopted in the Group's accounting policy for
the first period beginning after the effective date of the
pronouncement. The Directors are currently assessing
the impact of the new and amended HKFRSs upon
initial application. So far, the Directors have preliminarily
concluded that the initial application of these HKFRSs will
not result in material financial impact on the consolidated
financial statements. Information on new and amended
HKFRSs that are expected to have an impact on the Group's
accounting policies is provided below.

Amendments to HKAS 32, Offsetting Financial Assets
and Financial Liabilities

This standard is effective for accounting periods beginning
on or after 1 January 2014. The amendments clarify the
offsetting requirements by adding appliance guidance to
HKAS 32 which clarifies when an entity “currently has
a legally enforceable right to set off” and when a gross
settlement mechanism is considered equivalent to net
settlement.

HKFRS 9, Financial Instruments

Under HKFRS 9, financial assets are classified into financial
assets measured at fair value or at amortised cost
depending on the entity’s business model for managing the
financial assets and the contractual cash flow characteristics
of the financial assets. Fair value gains or losses will be
recognised in profit or loss except for those non-trade
equity investments, which the entity will have a choice
to recognise the gains and losses in other comprehensive
income. HKFRS 9 carries forward the recognition,
classification and measurement requirements for financial
liabilities from HKAS 39, except for financial liabilities
that are designated at fair value through profit or loss,
where the amount of change in fair value attributable to
change in credit risk of that liability is recognised in other
comprehensive income unless that would create or enlarge
an accounting mismatch. In addition, HKFRS 9 retains the
requirements in HKAS 39 for derecognition of financial
assets and financial liabilities.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

(a)

(b)

Basis of preparation

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

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

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

Basis of consolidation and business
combination

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

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

Intra-group transactions, balances and unrealised gains
and losses on transactions between group companies
are eliminated in preparing the consolidated financial
statements. Where unrealised losses on intra-group asset
sales are reversed on consolidation, the underlying asset is
also tested for impairment from the Group's perspective.
Amounts reported in the financial statements of subsidiaries
have been adjusted where necessary to ensure consistency
with the accounting policies adopted by the Group.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
(b) Basis of consolidation and business

combination (Continued)

Acquisition of subsidiaries or businesses is accounted for
using the acquisition method. The cost of an acquisition
is measured at the aggregate of the acquisition-date
fair value of assets transferred, liabilities incurred and
equity interests issued by the Group, as the acquirer. The
identifiable assets acquired and liabilities assumed are
principally measured at acquisition-date fair value. The
Group’s previously held equity interest in the acquiree is re-
measured at acquisition-date fair value and the resulting
gains or losses are recognised in profit or loss. The Group
may elect, on a transaction-by-transaction basis, to measure
the non-controlling interests either at fair value or at the
proportionate share of the acquiree’s identifiable net assets.
Acquisition-related costs incurred are expensed unless
they are incurred in issuing equity instruments in which
case the costs are deducted from equity. Any contingent
consideration to be transferred by the acquirer is recognised
at acquisition-date fair value. Subsequent adjustments
to consideration are recognised against goodwill only to
the extent that they arise from new information obtained
within the measurement period (a maximum of 12 months
from the acquisition date) about the fair value at the
acquisition date. All other subsequent adjustments to
contingent consideration classified as an asset or a liability
are recognised in profit or loss.

Changes in the Group’s interests in subsidiaries that do
not result in a loss of control are accounted for as equity
transactions. The carrying amounts of the Group’s interest
and the non-controlling interests are adjusted to reflect
the changes in their relative interests in the subsidiaries.
Any difference between the amount by which the non-
controlling interests is adjusted and the fair value of the
consideration paid or received is recognised directly in
equity and attributed to owners of the Company.

When the Group loses control of a subsidiary, the profit
or loss on disposal is calculated as the difference between
(i) the aggregate of the fair value of the consideration
received and the fair value of any retained interest and
(i) the previous carrying amount of the assets (including
goodwill), and liabilities of the subsidiary and any non-
controlling interests. Amounts previously recognised in
other comprehensive income in relation to the subsidiary are
accounted for in the same manner as would be required if
the relevant assets or liabilities were disposed of.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(b)

(o)

(d)

Basis of consolidation and business
combination (Continued)

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

Subsidiaries

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

In the Company’s statement of financial position,
subsidiaries are carried at cost less any impairment loss
unless the subsidiary is held for sale or included in a disposal
group. The results of subsidiaries are accounted for by the
Company on the basis of dividends received and receivable
at the reporting date. All dividends whether received out of
the investee’s pre or post-acquisition profits are recognised
in the Company’s profit or loss.

Joint arrangements

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

The Group classifies its interests in joint arrangements as
either:

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

(i) Joint operations: where the Group has both the rights
to assets and obligations for the liabilities of the joint
arrangement.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
(d) Joint arrangements (Continued)

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

(i)  the structure of the joint arrangement;

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

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

(iv) any other facts and circumstances (including any other
contractual arrangements).

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

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

Any premium paid for an investment in a joint venture
above the fair value of the Group’s share of the identifiable
assets, liabilities and contingent liabilities acquired is
capitalised and included in the carrying amount of the
investment in joint venture. Where there is objective
evidence that the investment in a joint venture has been
impaired the carrying amount of the investment is tested for
impairment in the same way as other non-financial assets.

The Company's interests in joint ventures are stated at cost
less impairment losses, if any. Results of joint ventures are
accounted for by the Company on the basis of dividends
received and receivable.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
(e) Foreign currency translation

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

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

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

When a foreign operation is disposed, such exchange
differences are reclassified from equity to profit or loss as
part of the gain or loss on disposal.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(f)

7] TIANDE CHEMICAL HOLDINGS LIMITED @

Property, plant and equipment

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

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

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

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

Buildings

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

18% — 20%

18% — 20%

Leasehold improvements

Plant and machinery

Motor vehicles

Furniture, fixtures and
office equipment

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

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

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

(9)

(h)

Prepaid land lease payments

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

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

property.

Investment properties

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

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

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

Gains or losses arising from either changes in the fair value
or the sale of an investment property are inclt
or loss in the period in which they arise.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(i)

1))

Research and development activities

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

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

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

(iii) the Group’s ability to use or sell the product is
demonstrated;

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

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

(vi) the expenditure attributable to the product can be
reliably measured.

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

All other development costs are expensed as incurred.

Financial assets

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

All financial assets are recognised when, and only when, the
Group becomes a party to the contractual provisions of the
instrument. When financial assets are recognised initially,
they are measured at fair value, plus directly attributable
transaction costs.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

1),

Financial assets (Continued)

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

At each reporting date, financial assets are reviewed to
assess whether there is objective evidence of impairment. If
any such evidence exists, impairment loss is determined and
recognised based on the classification of the financial asset.

Loans and receivables

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

Impairment of financial assets

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

Objective evidence of impairment of individual financial
assets includes observable data that comes to the attention
of the Group about one or more of the following loss
events:

- Significant financial difficulty of the debtor;

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

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

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

- a significant or prolonged decline in the fair value of
an investment in an equity instrument below its cost.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

1),

(k)

)

Financial assets (Continued)

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

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

If, in subsequent period, the amount of the impairment
loss decreases and the decrease can be related objectively
to an event occurring after the impairment was recognised,
the previously recognised impairment loss is reversed to the
extent that it does not result in a carrying amount of the
financial asset exceeding what the amortised cost would
have been had the impairment not been recognised at the
date the impairment is reversed. The amount of the reversal
is recognised in profit or loss of the period in which the
reversal occurs.

Inventories

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

Cash and cash equivalents

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

The Group's financial liabilities include bank borrowings and
trade and other payables. They are included in line items
in the statement of financial position as bank borrowings
under current and non-current liabilities, trade payables and
accruals and other payables.

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

3(u)).

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

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

Borrowings

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

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

Trade, accruals and other payables
Trade, accruals and other payables are recognised initially

at their fair value and subsequently measured at amortised
cost, using the effective interest method.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
(m) Financial liabilities (Continued)

Financial liabilities at fair value through profit or loss
Financial liabilities at fair value through profit or loss include
financial liabilities held for trading and financial liabilities
designated upon initial recognition as at fair value through
profit or loss.

Financial liabilities are classified as held for trading if they
are acquired for the purpose of selling in the near term.
Derivatives, including separated embedded derivatives, are
also classified as held for trading unless they are designated
as effective hedging instruments. Gains or losses on
liabilities held for trading are recognised in profit or loss.

Where a contract contains one or more embedded
derivatives, the entire hybrid contract may be designated as
a financial liability at fair value through profit or loss, except
where the embedded derivative does not significantly
modify the cash flows or it is clear that separation of the
embedded derivative is prohibited.

Financial liabilities may be designated at initial recognition
as at fair value through profit or loss if the following criteria
are met:

- the designation eliminates or significantly reduces
the inconsistent treatment that would otherwise arise
from measuring the liabilities or recognising gains or
losses on them on a different basis; or

- the liabilities are part of a group of financial
liabilities which are managed and their performance
is evaluated on a fair value basis, in accordance
with a documented risk management strategy and
information about the group of financial liabilities
is provided internally on that basis to the key
management personnel; or

- the financial liability contains an embedded derivative
that would need to be separately recorded.

Subsequent to initial recognition, financial liabilities
included in this category are measured at fair value, with
changes in fair value recognised in profit or loss in the
period in which they arise. Fair value is determined by
reference to active market transactions or using a valuation
technique where no active market exists. Fair value gain or
loss does not include any interest charged on these financial
liabilities. Interest expense is recognised in accordance with
the Group’s polices.
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(iii)

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
(n) Leases

An arrangement, comprising a transaction or a series of
transactions, is or contains a lease if the Group determines
that the arrangement conveys a right to use a specific
asset or assets for an agreed period of time in return for
a payment or a series of payments. Such a determination
is made based on an evaluation of the substance of the
arrangement and is regardless of whether the arrangement
takes the legal form of a lease.

0]

(i)

(iii)

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

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

Operating lease charges as the lessee

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

Assets leased out under operating leases as the
lessor

Assets leased out under operating leases are measured
and presented according to the nature of the
assets. Initial direct costs incurred in negotiating and
arranging an operating lease are added to the carrying
amount of the leased asset and recognised as an
expense over the lease term on the same basis as the
rental income.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
(n) Leases (Continued)

(iii) Assets leased out under operating leases as the

lessor (Continued)

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

(iv) Assets leased out under finance leases as the

lessor

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

(o) Provisions and contingent liabilities

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

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

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

(o)

(p)

(a)

Provisions and contingent liabilities
(Continued)

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

Share capital

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

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

Revenue recognition

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

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

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

Interest income is recognised on a time-proportion basis
using the effective interest method.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(r)

(s)

Government grants

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

Government grants relating to income is presented in
gross under “Other income” in the consolidated income
statement.

Impairment of other assets

Property, plant and equipment, prepaid land lease
payments, investments in subsidiaries and interests in a joint
venture are subject to impairment testing.

All these assets are tested for impairment whenever there
are indications that the asset’s carrying amount may not be
recoverable.

An impairment loss is recognised as an expense immediately
for the amount by which the asset’s carrying amount
exceeds its recoverable amount. Recoverable amount is
the higher of fair value, reflecting market conditions less
costs to sell, and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current
market assessment of time value of money and the risk
specific to the asset.

For the purposes of assessing impairment, where an
asset does not generate cash inflows largely independent
from those from other assets, the recoverable amount is
determined for the smallest group of assets that generate
cash inflow independently (i.e. a cash-generating unit). As
a result, some assets are tested individually for impairment
and some are tested at cash-generating unit level.

An impairment loss is reversed if there has been a
favourable change in the estimates used to determine
the asset’s recoverable amount and only to the extent
that the asset’s carrying amount does not exceed the
carrying amount that would have been determined, net
of depreciation or amortisation, if no impairment loss had
been recognised.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
(t) Employee benefits

Retirement benefits
Retirement benefits to employees are provided through
defined contribution plans.

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

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

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

Short-term employee benefits

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

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

Share-based compensation

The Group operates equity-settled share-based
compensation plans to certain employees and a supplier. All
employee services received in exchange for the grant of any
share-based compensation are measured at their fair values.
These are indirectly determined by reference to the equity
instruments awarded. Their value is appraised at the grant
date and excludes the impact of any non-market vesting
conditions (for example, profitability and sales growth
targets).
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(t)

(u)

Employee benefits (Continued)

Share-based compensation (Continued)

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

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

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

Borrowing costs

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

Capitalisation of borrowing costs ceases when substantially
all the activities necessary to prepare the qualifying asset for
its intended use or sale are complete.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
(v) Accounting for income tax

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

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

Deferred tax is calculated using the liability method on
temporary differences at the reporting date between the
carrying amounts of assets and liabilities in the financial
statements and their respective tax bases. Deferred tax
liabilities are generally recognised for all taxable temporary
differences. Deferred tax assets are recognised for all
deductible temporary differences, tax losses available to
be carried forward as well as other unused tax credits, to
the extent that it is probable that taxable profit, including
existing taxable temporary differences, will be available
against which the deductible temporary differences, unused
tax losses and unused tax credits can be utilised.

An exception to the general requirement on determining
the appropriate tax rate used in measuring deferred tax
amount is when an investment property is carried at fair
value under HKAS 40 “Investment Property”. Unless the
presumption is rebutted, the deferred tax amounts on these
investment properties are measured using the tax rates that
would apply on sale of these investment properties at their
carrying amounts at the reporting date. The presumption is
rebutted when the investment property is depreciable and is
held within a business model whose objective is to consume
substantially all the economic benefits embodied in the
property over time, rather than through sale.

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

Deferred tax is calculated, without discounting, at tax
rates that are expected to apply in the per&ﬂge liability is
settled or the asset realised, provided theyiare enacted or
substantively enacted at the reporting date. :
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(v)

(w)

Accounting for income tax (Continued)

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

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

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

(b) it intends either to settle on a net basis, or to realise
the asset and settle the liability simultaneously.

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

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

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

(i)  the same taxable entity; or

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

Segment reporting

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

The Group has identified the following reportable
segments:

()

(ii)

(iii)

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

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

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

Fine petrochemical products: Research and
development, manufacture and sale of fine
petrochemical products; and

Other by-products: Sale of other by-products, e.g.
steam.

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

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

that:

expenses related to share-based payments

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

share of profit/loss of a joint venture
fair value change on derivative financial instruments
finance costs

income tax

o
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
(w) Segment reporting (Continued)

(x)

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

are not included in arriving at the operating results of the
operating segment.

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

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

Related parties

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

(i) has control or joint control over the Group;

(i) has significant influence over the Group; or

(iii) is a member of key management personnel of
the Group or the Company’s parent.
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3. SUMMARY

OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
(x) Related parties (Continued)

(b)

An entity is related to the Group if any of the

following conditions apply:

(i)

(iii)

(iv)

(vi)

(vii)

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

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

Both entities are joint ventures of the same third
party.

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

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

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

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

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

(i)  that person’s children and spouse or domestic partner;

(i)  children of that person’s spouse or domestic partner;

and

dependents of that person or that person’s spouse or

domestic partner.
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements are continually evaluated and are

based on historical experience and other factors,

including

expectations of future events that are believed to be reasonable
under the circumstances.

Critical accounting estimates and assumptions
The Group makes estimates and assumptions concerning the

future. The resulting accounting estimates will,

by definition,

seldom equal the related actual results. The estimates and
assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within
the next financial year are discussed below:

(@

(i)

(iii)

Property, plant and equipment and depreciation

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

Estimated fair values of investment properties

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

Inventory valuation

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

The assessment of the estimated net realisable value
involves judgement and estimates. Where the actual
outcome in future is different from the original estimates,
such difference will impact the carrying value of inventories
and write-down/reversal of write-down in the period in
which such estimates have been changed.
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4.

CRITICAL ACCOUNTING ESTIMATES AND

JUDGEMENTS (Continued)

Critical accounting estimates and assumptions
(Continued)

(iv)

(v)

(vi)

Estimated impairment on property, plant and
equipment

At each reporting date, management makes an assessment
on whether there is objective evidence that the property,
plant and equipment are impaired in accordance with the
accounting policy stated in note 3(s). These calculations
require the use of estimates.

Fair value of derivative financial instruments

Pursuant to the joint venture agreement entered between
the Company and the joint venture partner (the “JV
Partner”) on 30 June 2011 (the “JV Agreement”), the
Company and the JV Partner are granted call and put
option respectively that entitled the Company to require
the JV Partner to sell its 45% interest in the joint venture
and entitled the JV Partner to require the Company
to purchase the JV Partner's 45% interest in the joint
venture respectively. Further details are set out in note
30. The derivative financial instrument was accounted as
a financial liability and stated at fair value in accordance
with the accounting policies stated in note 3(m). The fair
value of derivative financial instruments was estimated by
independent professional valuer based on Binomial Lattice
Model. The valuation was based on certain assumptions,
which are subject to uncertainty and might materially
affect the estimation of the fair value of derivative financial
instrument.

Income taxes and deferred taxes

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

e — T — =44 ANNUAL REPORT 2013
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4.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

Critical accounting estimates and assumptions
(Continued)

(vii) Withholding taxes arising from the distributions of

dividends

The Group’s determination as to whether to accrue for
withholding taxes from the distribution of dividends from
the subsidiaries in the PRC according to the relevant tax
jurisdictions is subject to judgement on the timing of the
payment of the dividends, where the Group considers that if
it is probable that the profits of the subsidiaries in the PRC
earned after 1 January 2008 will not be distributed in the
foreseeable future, then no withholding taxes are provided.
Details of the unrecognised deferred tax liabilities in this
respect are set out in note 19.

(viii) Fair value measurement

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

The fair value measurement of the Group’s financial
and non-financial assets and liabilities utilises 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:

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

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

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

market data).

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

The Group measures financial assets at fair value through
profit or loss at fair value. For more detailed information in
relation to the fair value measurement of the items above,
please refer to note 35(v).
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EER 5. SEGMENT INFORMATION
WITESFCORAEEZCAEAER KRG E The executive Directors have identified the Group's five product
RIE B D ED 7B R FE3(w) © and service lines as operating segments as further described in
note 3(w).
RERE DR HABED L EHEEE These operating segments are monitored and strategic decisions
R MEEERE N EIRE —EEEDL - are made on the basis of adjusted segment operating results.
—E-=E&
2013
"B
FELEUER HTHER BlAR
HMBER Chloroacetic  tIEER
Cyanide and BEER addandits Fine HitEER
its derivative Alcohol derivative petrochemical Other &t
products products products products  by-products Total

ARBTR ARBTR ARMTR ARETR ARETR ARET:R
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000

g Revenue:

RENRER From external customers 1,036,127 71,923 16,244 54,614 16,270 1,195,178
PEEzE Inter-segment revenue = 115,448 303,454 = 19,762 438,664
2B e Reportable segment revenue 1,036,127 187,371 319,698 54,614 36,032 1,633,842

EHEFH2ER,/  Reportable segment profit/(loss)
(B#8) 308,817 19,781 159,157 (5,083) 6,649 489,321

WE BREIRENTE  Depreciation of property,
plant and equipment 30,531 548 11,618 3,118 6,298 52,113

MAZAEEFEZ  Reversal of write-down of
FEZEESE inventories to net realisable value (128) - - (81) - (209)

WAZTERFEZ Write-down of inventories to net
(3 realisable value 02 - - - - 2

IERPBZEE Reportable segment assets 563,298 18,972 93,210 14,575 74,033 764,088

FEREDHEELN  Additions to non-current
segment assets 65,078 - 5,083 - 5,151 75,312

IERPBZERE Reportable segment liabilities 36,175 4,216 7,694 12,274 7,595 67,954

e — T =441 ANNUAL REPORT 2013 8/
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88

PEWER () 5. SEGMENT INFORMATION (Continued)
—ET--F
2012
ALBR
AELANR ETHER ey
ETHERm Chloroacetic L THER
Cyanide and BEESA  addandits Fine  EtElER
its derivative Alcohol derivative petrochemical Other AR
products products products products  by-products Total
ARETT ARETT AREF ARETr ARETr ARET:R
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
Wiz Revenue:
RENFREP From external customers 882,478 43,121 32,661 30,200 15,435 1,003,895
ARz WE Inter-segment revenue - 74,824 230,788 20,678 - 326,290
IERPB2WE Reportable segment revenue 882,478 117,945 263,449 50,878 15,435 1,330,185
FEE G paavi Reportable segment profit 224,906 8,913 123,864 2,075 4,819 364,577
nE- -BELRENE  Depreciation of property,
plant and equipment 22,324 498 9,850 272 6,199 39,143
WRETERFEZ Reversal of write-down of
FEZEREE inventories to net realisable value - - - (230) - (230)
WRETERFEZ Write-down of inventories to net
HE realisable value 140 - - 49 - 189
2R B EE Reportable segment assets 445,969 27,047 98,661 16,433 70,185 658,295
ERBABEELM Additions to non-current
segment assets 79,284 - 15,580 - 143 95,007
DL GE WAL Reportable segment liabilities 34,937 4,689 10,840 14,074 1,474 66,014

MAKREEEN AR 2 S RAEY
BREAFEINZASETEMHEE Y

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

BRA0T financial statements as follows:
—E—=F —E——F
2013 2012
AR¥T T AR®EF T
RMB’'000 RMB'000
Al 23 &0 2 W= Reportable segment revenue 1,633,842 1,330,185
B EE D BP A 2 W= Elimination of inter-segment revenue (438,664) (326,290)
me s Consolidated revenue 1,195,178 1,003,895

KiE{ TEER A TR A 7 TIANDE CHEMICAL HOLDINGS LIMITED
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DEER (& 5. SEGMENT INFORMATION (Continued)
—E—=fF —T——fF
2013 2012
ARET T AR®EF T
RMB’'000 RMB’000
Al 235 2% Reportable segment profit 489,321 364,577
e WA Rental income 861 837
WEYEEMIGE Revaluation gain on investment properties 1,170 590
REHEEE AN 4 2 FIEFSL  Equity-settled share-based payment expenses - (162)
B 75 B AR Finance costs (5,643) (8,692)
MESRIENAFEEE Fair value loss on derivative
financial instruments (5,606) (6,990)
ENEDE WA Corporate unallocated income 768 1,280
TEIEIEZFAX Corporate unallocated expenses (48,805) (35,161)
Bk —RE & QT Share of (loss)/profit of a joint venture
(E1E) JaF (2,690) 373
K $8 5 56 FH 2 om A Elimination of inter-segment profit (170,247) (119,826)
B 1S T B4R & i 7 Consolidated profit before income tax 259,129 196,826
—E-—=fF —E——F
2013 2012
ARET T AR®EF T
RMB’'000 RMB’000
AIZWmNEcEE Reportable segment assets 764,088 658,295
R—REERNE 2w Interests in a joint venture 45,824 48,511
JEW—K & & A rIIA Amount due from a joint venture 522 443
FET + Mo 3H B IR Prepaid land lease payments 54,001 55,294
KEME Investment properties 14,200 13,030
BEEHIBEE Deferred tax assets 1,488 -
FEU A TS & RIR Finance lease receivable 16,939 -
RITRREEH Bank and cash balances 49,551 49,962
W WEREE Property, plant and equipment 144,807 112,006
HibhdEEE Other corporate assets 14,045 23,069
HAREE Consolidated total assets 1,105,465 960,610
—E = —E——fF
2013 2012
AR¥T T ARBEF T
RMB’'000 RMB'000
AEHoIsaE Reportable segment liabilities 67,954 66,014
RITHE N Bank borrowings 33,297 74,000
EERIEEE Deferred tax liabilities 3,008 2,663
RERIARE Current tax liabilities 13,352 13,421
TESMTA Derivative financial instruments 12,596
HibdEHE Other corporate liabilities 45,176
RERBE Consolidated total liabilities 175,383

o =T =4%% ANNUALREPORT 2013 89
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ERER ()
REBREIRES ZREBS BT

SEGMENT INFORMATION (Continued)

The Group's revenue from external customers are divided into the
following geographical areas:

==K —E——F

2013 2012

AR T ARBET T

RMB’000 RMB’000

FRE (Ai) The PRC (domicile) 1,030,147 787,279
E[E United States of America 40,255 32,651
ENE India 28,423 32,276
= Germany 20,101 17,671
=0 Taiwan 17,736 47,992
EWRE Ireland 13,525 16,592
EAh Others 44,991 69,434
1,195,178 1,003,895

BEPZEEIDIAEREmR AEE- B
RABOIFRBDEEERMUNTE HES
BRwEE D 2 ERDEE-

HE-_E——&R-_ZT—=%+=-RA=+—
BEFE TEE-—XFHAEEKEDN
10% kLA | o

BHE-_Z——F+-A=+—HILEEZ
ETHMERNLBRHEFTECENDE - BE
(BB EREREER] RIS RET
WER] DBMEBIY B BIER HE
T ZF+-_A=t+—HLEFE HEE
BT EEBRBEMENADREE
EmEE) . [ACBREREER] X[t
WhETHER] BERNERAIRELE
WRETHER] D HRER - LEHK
FEMHEEEFSE-

R TR B2 R TIANDE CHEMICAL HOLDINGS LIMITED o

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

There was no single customer that contributed to 10% or more
of the Group's revenue for the years ended 31 December 2012
and 2013.

Certain comparative figures in the segment information for the
year ended 31 December 2012 has been reclassified. Previously,
the segments of “cyanoacetic acid and its ester products” and
“sodium cyanide and its derivative products” were reported as
two separate segments. For the year ended 31 December 2013,
they were reported under the new segment of “cyanide and its
derivative products” as a result of the change in information
reported internally for the purposes of resources allocation and
assessment of business performance. Comparative figures have
been reclassified accordingly.
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EEERHEMKA 6. TURNOVER AND OTHER INCOME
REB 2z T EXBHBDEME28EE  MAS The Group's principal activities are disclosed in note 28. Turnover
EEXERZETEB LB -AEEFANZ of the Group is the revenue from these activities. Revenue from
FEEBWRAREMPACHEREAT the Group's principal activities and other income recognised
during the year are as follows:
—E—=fF —E——F
2013 2012
AR¥ T ARBFTT
RMB’000 RMB'000
B Turnover
HESELCAWERETHEM  Sales of cyanide and its derivative products 1,036,127 882,478
HEERHEE SR Sales of alcohol products 71,923 43,121
HER B RETHER Sales of chloroacetic acid and its derivative
products 16,244 32,661
HERMAA ML ITHAER Sales of fine petrochemical products 54,614 30,200
$HE H b2l E M Sales of other by-products 16,270 15,435
1,195,178 1,003,895
Hilr A Other income
HEWE  MERBH#EEWEZE  Gain on disposals of property,
plant and equipment 9 12
KA 48 B Government grants 271 444
=N PN Interest income 331 510
PEE U AR [B (B 5E25) Release of deferred income (note 25) 2,740 2,740
eI A Rental income 861 837
MEUA Sundry Income 245 1,419
4,457 5,962
B 3% B AR 7. FINANCE COSTS
—E—=£F —E—_F
2013 2012
AR®BT T ARBFTT
RMB’000 RMB'000
NTEBEZMNERX Interest charges on:
RAEFAEHEEZRITEF  Bank borrowings wholly repayable
within five years 3,860 7,725
BIRERE Discounted bills 1,783 967
5,643 8,692
AMBETRRITER (BRHFERERER The analysis shows the finance costs of bank borrowings,
BRZ EBMER) RENR RN TATEER including term loans which contain a repayment on demand
HE 2B -BE_E—=F+_A clause, in accordance with the agreed scheduled repayments
=+ —HIEFE HEREREEGR R dates set out in the loan agreements. For thé& year,ended 31
TEFRZHNEAEARE,841,000T ( =F December 2013, the interest on bank borrowings Which'contai
——F: AR¥2,821,000T ) ° repayment on demand clause amounted to RMB1,841,C

RMB2,821,000).

e —T— =i 4% ANNUAL REPORT 2013 Q1
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8. PROFIT BEFORE INCOME TAX

—E—= —ET——fF
2013 2012
AR#®T T ARBFIT
RMB’000 RMB'000
BRAGEEARNE Profit before income tax is arrived at after
mer (5t A) - charging/(crediting):
ZEEHE (MFE11)) Directors’ remuneration (note 11(a))
- — Fees 301 310
—¥e WBEa& — Salaries, discretionary bonus and
E fth g A other benefits 3,684 3,544
—RIRAE N E B R — Retirement benefit scheme contributions 88 78
4,073 3,932
HAh 8 TAA Other staff costs 62,108 49,826
RIRIE M EH 230 Retirement benefit scheme contributions 3,880 3,086
It 45 B DA IR iﬁz RIBFI S Equity-settled share-based payment expenses - 162
@8 T A Total staff costs 70,061 57,006
1% BLRD B Auditors’ remuneration 564 528
TEAT + Mo 78 & IR 8 Amortisation of prepaid land lease payments 1,293 1,293
R ARSI ZEFEEMA (KMiFE) © Cost of inventories recognised as an expense
B (note i), including 839,605 725,186
—MBEA R FE L — Write-down of inventories to
rE net realisable value 42 189
— MR EAIIRFEE2FE 2 - Reversal of write-down of inventories to
O] # &5 net realisable value (209) (230)
M- R R Depreciation on property,

RETE plant and equipment 54,498 44,203
HIE H B K Exchange losses, net 2,348 436
ME - BRE KR AR Written off on property, plant and equipment = 174
BHEAE L REFH Minimum lease payments under operating

Z“‘A’*%ETEI’JE—@E leases in respect of leasehold land

HE R and buildings 575 663
fﬁﬁﬁﬂﬁl]\ﬁiiﬂj Rental income less outgoings (854) (823)
HRESWAZ Direct operating expenses arising from

HEMEREED investment properties that generated

BEELERY rental income 7 14
AR (K aEii) Research costs (note ii) 12,251 2,187
B 5T Notes:

() FERERELHARKS2,113,000T (= (i) Amount of inventories includes approximately RMB52,113,000

T — — 4 A\R1%41,884,0007T) 2 07
WERAX K ARS3,831,000t (=&

— 4 AR¥42,180,0007T) ZHEE T
A - HERBICTA LB E

BEEMEESD -

FEMEEEHARE209,000t (= F
—— & AR#230,0007T) D EE RRA
EEBEGTEZMBERE-_S—=F0

<1

R TR B2 R TIANDE CHEMICAL HOLDINGS LIMITED o

(2012: RMB41,884,000) relating to depreciation expenses and
approximately RMB53,831,000 (2012: RMB42,180,000) relating to
staff costs. These amounts are also included in the respective total
amounts disclosed separately above.

The write-down of inventories of approximately RMB209,000
(2012: RMB230,000) was reversed as the market price of these
inventories was increased in 2013.
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8. PROFIT BEFORE INCOME TAX (Continued)

Notes: (Continued)

Research costs include approximately RMB231,000 (2012:
RMB167,000) relating to depreciation expenses and approximately
RMB1,279,000 (2012: RMB1,061,000) relating to staff costs.
These amounts are also included in the respective total amounts
disclosed separately above.

SRR

e 9. INCOME TAX EXPENSE
—E—=fF —E——4F
2013 2012
AR®E TR ARBEFTT
RMB’000 RMB’000

BUEARE T — R B (b ZE P15 B Current tax — PRC Enterprise Income Tax

—RFERIB — Tax for the year 71,989 37,381
—BIFEEREBETRE — Under-provision in prior year 197 -
72,186 37,381
EIER IR (KEE19) Deferred tax (note 19) (1,143) 263
Fris Rl Income tax expense 71,043 37,644

PT 15 754 B9 2 BB 5 AT M) 3R A P B B P

BRBREZB2HERLT

The reconciliation between the income tax expense and the profit

before income tax multiplied by the PRC enterprise income tax

rate is as follows:

—E-=fF —E—=fF
2013 2012
AR®T T ARBFIT
RMB’'000 RMB’000
FR BT 15 754 Bl & A Profit before income tax 259,129 196,826
BB E25% Tax at PRC enterprise income tax
—E—_F:25%) rate of 25% (2012: 25%)

AEZRA 64,783 49,207
TAHMBRZ 2 MBEE Tax effect of non-deductible expenses 3,902 2,736
IEERHWANHIETE Tax effect of non-taxable income = (122)
AEEEHBAFERER Tax effect of prior year's unrecognised tax

MBEE M E losses utilised this year - (83)
A aE| R E B A RES Effect of tax exemption and concession granted

R RBEEE s FE to the Company's subsidiaries in the PRC = (15,458)
A EEET R Under-provision in prior year 197 -
Hh Others 2,161 1,364
FrgBifx Income tax expense 71,043

_aallg
° :@—ziiﬁANmmgwmﬁTmﬁ

'

of
&

! ~

o

w




B xk Mz Notes to the Financial Statements

HE-ZT—=%+=-H=1—HLLFJE For the year ended 31 December 2013

10.

Q4

Frewipx (&)
MR EEZ WAL FERBEERKE
B IR BB EBAE -

HRRIENLBERAR EEEMETIAR
NE R ALICEEFR AR AEFTED
EMERMES%EHN — T —=F 2P
TEMAESHR(ZTE—ZF:25%) °

RIBHEBTBEIAEESR  #EsamtT
BRAF ([HEER])AERESHEE
TRBEARREEE - 2RALVBEEEZ
FASHEEENFREEES2HEMIE
FREZHE RR=FRIAF50%EAHE
B MR - _F /MRS E DR
MEE  #IRER 2 PECEMEHRESRH
T125%HMTBEEEMEN - H B8
BHBECEMBHNEB%HMNEE—F
—=F+-A=t+t—HUIEFEZTELE
PriS®ie

YRS ESHTHE R REESE
BRETE BETHBRALEMBEZ A E
MEBRERE ZEBER T NFER
RELEWRA - AREETER _TTLF
TZA=+—HERKDTK  #FARERR
FHREEZ AT ETRABER
S BERARBERR cFEATRN

RABER ARG RF

ARARBEAEABEREREZN /AR

188,086,000 (ZE——_F: AR
#159,182,000L) " EFRAEIEARE
6,480,000 (ZE——F: AR

8,073,0007T) E E AR B 2 F 3 &+ 7
E.Eo
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10.

INCOME TAX EXPENSE (Continued)

No provision for Hong Kong Profits Tax has been made as the
Group's income neither arises in nor derives from Hong Kong.

Weifang Common Chem Co., Ltd., Shanghai Dehong Chemical
Company Limited and Weifang Parasia Chem Co., Ltd. are subject
to the PRC Enterprise Income Tax at the rate of 25% for 2013
(2012: 25%).

Pursuant to the relevant laws and regulations in the PRC,
Weifang Binhai Petro-Chem Co., Ltd. (“Weifang Binhai”) was
eligible for certain tax holidays and concessions in the PRC. The
tax holidays and concessions are in the form of two years tax
exemption from the first profitable year, followed by a 50%
reduction of the applicable tax rate in the following three years.
PRC Enterprise Income Tax has been provided for Weifang Binhai
at the preferential rate of 12.5% for 2012 as this was the fifth
profitable year. Weifang Binhai is subject to PRC Enterprise
Income Tax at the rate of 25% for the year ended 31 December
2013.

A government grant obtained by Weifang Binhai for subsidising
the construction of the production lines and ancillary facilities
for manufacturing of high purity isobutylene, polyisobuylene and
chloroacetic acid which was recognised as a deferred income
in 2006. As the construction has been completed as at 31
December 2007, the deferred income commenced to release to
profit or loss over the useful lives of the relevant assets. Such
income is taxable for the year in which it is released to profit or
loss.

PROFIT ATTRIBUTABLE TO OWNERS OF THE
COMPANY

Of the consolidated profit attributable to owners of the Company
of RMB188,086,000 (2012: RMB159,182,000), a loss of
RMB6,480,000 (2012: RMB8,073,000) has been dealt with in the
financial statements of the Company.
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HE-ZT—=F+=-H=+1—HLLFJE For the year ended 31 December 2013

11. EEMERTEEZBBEEHMEAL

11. DIRECTORS' EMOLUMENTS AND FIVE HIGHEST
PAID INDIVIDUALS

(a) EXM e (a) Directors’ emoluments
ENSENTEMNEE MM T : The emoluments paid or payables to each Director were as
follows:
BB
It
Retirement
2R A benefit
e i Other Discretionary scheme &t
Fees Salaries benefits bonus contributions Total
ARBTR AR%ETn AR%Tr AR¥Tr AR¥Tn AR%Tn
RMB000 RMB'000 RMB'000 RMB'000 RMB000 RMB'000
“E-=f 2013
HITEE Executive Directors
ey Liu Hongliang - 945 17 142 n 1,126
TFII Wang Zijiang - 720 17 123 22 882
A% Guo Xitian - 720 17 123 py) 882
DEK Guo Yucheng - 720 17 123 by 882
BUKHTES Independent
non-executive Directors
2HRE Leung Kam Wan 11 - - - - 11
REX Gao Baoyu 95 - - - - 95
=3 Liu Chenguang 95 - - - - 95
“E-ZHEH Total for 2013 301 3,105 68 511 88 4,073
-8-Z% 2012
HITEE Executive Directors
ey Liu Hongliang - 945 13 120 21 1,099
TFII Wang Zijiang - 720 12 90 19 841
HEH Guo Xitian - 720 12 90 19 841
DEK Guo Yucheng - 720 12 90 19 841
BUKHTES Independent
non-executive Directors
2HRE Leung Kam Wan 114 = - - - 114
REE Gao Baoyu 98 - - - - 98
= Liu Chenguang 98 - - - - 98
ZE-ZEGH Total for 2012 310 3,105 49 390 78 3,932

REAFER AEBIEMES LN
TS EAMAKRER 2 2B =
BREE(ZE——F:8\)-

BE-_Z—=FxK-_F——F+=A1
=+ —HIEFERITEEMZHERFE
EREEREXREHRETMAE -

No emoluments were paid by the Group to any Directors
as an inducement to join or upon joining the Group or as
compensation for loss of office during the year (2012: Nil).

o
There are no arrangements under which aDirecte

or agreed to waive any emoluments for the year
December 2013 and 2012. -

o =T =441 ANNUALREPORT 2013 Q5
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HE-ZT—=%+=-H=1—HLLFJE For the year ended 31 December 2013

11.

12.

%)

EEMEeRERESME AT (Z) 11. DIRECTORS' EMOLUMENTS AND FIVE HIGHEST

PAID INDIVIDUALS (Continued)

(b) EEBEEMEAL (b) Five highest paid individuals
FRN-AKEERHEzEBAL The five individuals whose emoluments were the highest
Eh = (ZE——-FE =% )AE in the Group during the year included three (2012: three)
F HMSFBEERER Lo HTH - Directors whose emoluments are reflected in the analysis
FRARNEBME (ZE—ZF: W presented above. The emoluments payable to the remaining
FIANLTZBEMT two (2012: two) individuals during the year are as follows:

—E—=fF —E——F
2013 2012
ARETR ARBFT
RMB’000 RMB’000
HAF & FoERL Basic salaries and allowances 1,798 1,709
RIRAE TSt B Retirement benefit scheme contributions 33 31
1,831 1,740
e BRI TEHE : The emoluments were within the following bands:
AE
Number of Individuals
—E—=fF —E——F
2013 2012
Bl & &6 [ Emolument bands
1,000,001 L& HK$1,000,001 to HK$1,500,000
1,500,000/% 7T 2 2
B2 12. DIVIDEND
(a) FEEMLKRE: (a) Dividend attributable to the year:
—E—=F —E——F
2013 2012
ARBT T ARBFTT
RMB’000 RMB'000
BRI SR Proposed final dividend of 4.5 HK cents
TiBka. 58 (2012: 3.8 HK cents) per ordinary share
(ZZT—Z—F:3.88l) 30,342 25,750
REE B HERB IR 2 RER B30 The final dividend proposed after the reporting date have
AERBRWEAHZAE HER not been recognised as a liability at the reporting date, but
MaeHz—_E=—=F+-A=+—H reflected as an appropriation of retained profits for the year
IEFEZREH T DB ended 31 December 2013.

KiE{ TR AR 2 7 TIANDE CHEMICAL HOLDINGS LIMITED e



B &Mz Notes to the Financial Statements

HE-ZT—=F+=-H=+1—HLLFJE For the year ended 31 December 2013

12. RE (#&) 12. DIVIDEND (Continued)
(b) RAEFERERIKMSZBEY (b) Dividend attributable to the previous
BFEERERE: financial year, approved and paid during the
year:
—E—=fF —E——F
2013 2012
AR®TR ARBFTT
RMB’000 RMB’000
BAEMBER 2 Final dividend in respect of the previous
NEARR B B’ financial year, of 3.8 HK cents
T@Ag3.8E Il (2012: 3.0 HK cents) per ordinary share
—E-CF:3.081) 25,750 20,760
13. BREF 13. EARNINGS PER SHARE
AATHEBEABEERERNRESRFTY The calculation of the basic and diluted earnings per share
RIBATEIETE - attributable to owners of the Company is based on the following
data:
—E—=fF —E——F
2013 2012
AR®ETR ARBFIT
RMB’000 RMB’000
F & A Profit for the year 188,086 159,182
ZERHE
Number of ordinary shares
—E—=fF —E——F
2013 2012
T T
‘000 ‘000
AESREAREERRN Weighted average number of ordinary shares
TR T E for the purpose of basic and
diluted earnings per share 846,878 846,878
HE-Z—=F+-A=+—HLFESK The calculation of basic and diluted earnings per share for
BEARREERT BB ARNA T HES AELR the year ended 31 December 2013 was based on the profit
FARE188,086,0000 (Z T ——F: A attributable to owners of the Company of RMB188,086,000
R 159,182,000t ) R F A B 17 E iR (2012: RMB159,182,000) and on the weighted average of
DA I 15 21846,878,000/% (=T — — 4« 846,878,000 (2012: 846,878,000) ordinary shares in issue during
846,878,000/% ) 5T & - the year.
HE_Z—=Frk-_T——-F+-A=*+— There were no dilutive potential ordinary shares for the years
IR EEMEEE SRR ended 31 December 2013 and 2012.

o —T =FFR ANNUAL,@T 2013 Q/
A
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HE-ZT—=%+=-H=+1—HLLFJE For the year ended 31 December 2013

14. YR BERRE-FEEEELQF

Q8

AND COMPANY

14. PROPERTY, PLANT AND EQUIPMENT - GROUP

F5E KRR
Group Company
B
EEXE
BE R&HE
NE%E  BERENR RE Furniture, HRIR BAERE
B Leasehold Plant and Motor  fixturesand ~ Construction At Office
Buildings improvements machinery vehicles equipment in progress Total equipment
ARETR ARBTR ARETTR ARMTR ARETR ARETTR ARBTR  AR%TR
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
R=%--%-5-8 As at 1 January 2012
KA Cost 116,715 35 435,490 2,251 4,669 25,313 584,473 30
ZENERAEER Accumulated depreciation and
impairment loss (24,136) (35) (156,825) (1,250) (2,948) - (185,194) (30)
REFE Net carrying amount 92,579 - 278,665 1,001 1,121 25313 399,279 -
REFE Net carrying amount
RZE--F—-F—H As at 1 January 2012 92,579 - 278,665 1,001 1,721 25,313 399,279 -
#m Additions 3,720 - 5616 97 156 107,945 118,404 9
He Disposals - - - (44) - - (44) -
8 Written off - - - - (174) - (174) -
ik Depreciation (6,646) - (36,772) (248) (537) - (44,203) M
L3 Transfer 13,948 - 74,463 - - (88,411) - -
R-E--f+-A=+-H As at 31 December 2012 103,601 - 321,972 1,676 1,166 44,847 473,262 8
R=2-Z#+ZB=1-R As at 31 December 2012
KA Cost 134,383 35 515,569 2,742 2,035 44,847 699,611 39
ZENERABER Accumulated depreciation and
impairment loss (30,782) (35) (193,597) (1,066) (869) - (226,349) (31)
REFE Net carrying amount 103,601 - 321972 1676 1,166 44,847 473,262 8
REFE Net carrying amount
RZE-=5-f-H Asat 1 January 2013 103,601 - 321,912 1,676 1,166 44,847 473,262 8
Em Additions 41,966 - 7,675 - 438 85,909 135,988 4
HE Disposals (17,465) - - (18) - - (17,483) -
ik Depreciation (7,356) = (46,369) (381) (392) - (54,498) (2)
BE Transfer 23,331 - 62,339 - 2 (85,692) - -
R-B-ZfE+ZA=+-H As at 31 December 2013 144,077 - 345,617 1,277 1,234 45,064 537,269 10
R=2-=#+ZB=1-R As at 31 December 2013
KA Cost 181,588 35 585,604 2,565 2,249 45,064 817,105 43
ZENERABER Accumulated depreciation and
impairment loss (37,511) (35) (239,987) (1,288) (1,015) - (279,836) (33)
REFE Net carrying amount 144,077 - 345,617 1211 1,234 45,064 537,269 10

AEEZEBFUNZTHRBOTAEZF

HEAH -

KiE{ TR AR 2 7 TIANDE CHEMICAL HOLDINGS LIMITED e

The Group’s buildings are situated on leasehold lands under
medium-term in the PRC.
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15. AL HEERE-FEH 15. PREPAID LAND LEASE PAYMENTS — GROUP

16.

—E—=fF —E——4F

2013 2012

AR®T T ARBEFTT

RMB’000 RMB’000

n—H—H At 1 January 55,294 56,587

TE A £ 4 70 & 7078 2 5 Amortisation of prepaid land lease payments (1,293) (1,293)

R+=—A=+—H At 31 December 54,001 55,294
BVEREE > (BB EAEFBFIA Current portion (included in prepayments

N H A e U 3kE ) and other receivables) (1,293) (1,293)

JEBNEAER Non-current portion 52,708 54,001

AEBZENTHMBEERELDRRPEZ
MEIEERA -

AEBBEBELSMBRITHERERZ
BRZEMNTHWHERBEZEEELNAA
R#29,566,000L (=2 —ZF: AR
30,278,00070) (FfzE24) o

BRENZ-FKH
GAMBRARPRABZ EBERNT

16.

The Group's prepaid land lease payments are held under medium-
term in the PRC.

The carrying amount of the Group's prepaid land lease payments
pledged as securities for the Group's banking facilities and
borrowings amounted to approximately RMB29,566,000 (2012:
RMB30,278,000) (note 24).

INVESTMENT PROPERTIES — GROUP

Changes to the carrying amounts presented in the consolidated
statement of financial position can be summarised as follows:

—ET—=£F —E——%F

2013 2012

AR®T T ARBEFTT

RMB’'000 RMB’000

R—H—H At 1 January 13,030 12,440
WEYEEHILE Revaluation gain on investment properties 1,170 590
Rt+t-—A=+—H At 31 December 14,200 13,030

WEMER T —=FRFT——_F+=
A=+ —BAAB B RE/MITKAITET
BEEMABRAR (HEOHTEZMLE ME
LIz 2 &8 ) #ETEM - BHZEDREAR
FEERHER-

AEBZREDEURZPHEEREAZ
FEEE T

Investment properties were revalued as at 31 December 2013 and
2012 by RHL Appraisal Limited, an independent firm of chartered
surveyors, who has the recent experience in the location and
category of property being valued. The revaluation gain was
recognised in profit or loss for the year.

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

o

P
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16.

100

RENR-F&KHE (£)
MAREMENATERE=HAINLE

MHAFEFE - REBEE-_ZE—=F+=A
—t+—BLEFE VYERFE—FAEE -
WA EHER )R BEARELE =R
Bl o
WEYMEZATFEDIREERRUEEL
BOATEE MEBEER AR YZE 2 E
EITBUKRN - RE - HE - FERUEZ
AT AN
A BRGAE & [&]
MERE 2 RE

(&) T%ZE14%
BREMEEELINENFE (BEX
NRE NS BEEVE) BEBUERE
BadREsAFE
FRWERLE GBS E
Tt MENRATFEFERER T ARE
FRAMRE I MREEERGERBR -

KB TR FR A 7] TIANDE CHEMICAL HOLDINGS LIMITED o

16.

=F+=FA=+—H L% For the year ended 31 December 2013

INVESTMENT PROPERTIES — GROUP (Continued)

The fair value of all the investment properties is a Level 3
recurring fair value measurement. During the year ended 31
December 2013, there were no transfers between Level 1 and
Level 2, and no transfers into or out of Level 3.

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

Unobservable input(s) Range

Premium (discount) on

characteristic of the properties -7% to 14%

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

There were no changes to the valuation techniques during the
year.

The fair value measurement is based on the above properties’
highest and best use, which does not differ from their actual use.
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HE-_ZT—=91+_=-A=+—H1%JE For the year ended 31 December 2013
R—REEQAT2ER W —XK 17. INTERESTS INNAMOUNT DUE FROM A JOINT
BENRNE VENTURE
rEE Group

—E—=F —EF—_fF

2013 2012

AR®T T ARBEFTT

RMB’'000 RMB’000

EIREEFE Share of net assets 45,824 48,511

HE-_Z2—=Ft+-A=+—H1 x&H
VEERAZHFBIT

Particulars of the joint venture of the Group as at 31 December
2013 are as follows:

BRTEE/
BEAER
RA 2 HEE
MR Nominal value
BMUREELS of issued
Place of incorporation/  ordinary/paid-up AR FEEEZZEAL
% establishment and registered Percentage of equity TEEH
Name business share capital attributable to the Company  Principal activities
BE#% FEE
Direct Indirect
BRREBRERAA &k 100/ 7T 55% - REER
([ERRE])
Dekel Investment Holdings Hong Kong HK$100 55% - Investment holding
Limited (“Dekel Investment”)
ESEEHMEHERAR PEMEBELE 14,051,190% 1L - 55% WTE SUERHE-B
([45E=]) (MIMEBERE]) SEIAD IXAERICEER
Weifang Dekel Innovative The PRC, wholly owned United States - 55%  Research and
Materials Co., Ltd foreign enterprise Dollars (“US$”") development,
(“Weifang Dekel”) (“WOFE") 14,051,190 manufacture and

RIZB——FXA=+H KRFESENK
HBRITREHHENAKLIERRE B2R =
- —FXAZBRPEILREETT T
VYFIEBERE AENREE NS
BEEXRBIDREMEMGFEE SERHEE
—RIXABKCSER ERFTEAEE
BAEAL TEBRREE -

sales of a type of
specialty chemical
for industrial use

On 30 June 2011, the Company entered into the JV Agreement
with the JV Partner to form Dekel Investment, which then
established a WOFE, Weifang Dekel in Weifang City, Shandong
Province, the PRC on 2 June 2012. The principal activity of
Weifang Dekel is to engage in the research and development,
manufacture and sales of a type of specialty chemical for
industrial use, which is in line with the Group's strategy to
expand its chemical business.

o

5
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=F+=A=+—H L% For the year ended 31 December 2013

INTERESTS INJAMOUNT DUE FROM A JOINT
VENTURE (Continued)

Group (Continued)

The contractual arrangement provides the Group with only
the rights to the net assets of the joint arrangement, with the
rights to the assets and obligation for the liabilities of the joint
arrangement resting primarily with Dekel Investment and Weifang
Dekel. Under HKFRS 11, this joint arrangement is classified as a

&B%E,%\ SIS ERR A - joint venture and has been included in the consolidated financial
statements using the equity method.
AEBZAEL AP BEER B EE MmN Summarised financial information in respect of the Group's joint
T venture is set out below:
—ZT—=£ T4
2013 2012
AR¥F T AREEF T
RMB’000 RMB'000
R+=-ZB=+—H As at 31 December
IERBEE Non-current assets 62,253 8,042
mEEE Current assets 42,266 87,188
mEEE Current liabilities 5,118 7,028
FERBEE Non-current liabilities 16,085 -
FFALEEEE: Included in the above amounts are:
ReMBEELEHEER Cash and cash equivalents 36,721 84,402
nBeRaE (TEIEES  Current financial liabilities (excluding trade and
JE A BR B EAth E S FR0E ) other payables) 1,376 6,530
nBermas (NEREEM Non-current financial liabilities (excluding other
JERTERIE R B E) payable and provision) 16,085 -
BZ+=-HA=1+—HIEE Year ended 31 December
A Revenue = -
FE(EBE), 5F (Loss)/Profit for the year (4,891) 678
H b 2 K Other comprehensive income 4 (158)
AN BT Total comprehensive income (4,887) 520
FFALE A Included in the above amounts are:
& R Depreciation and amortisation 348 11
F B WA Interest income 39 2
MERZ Interest expense 205 -
Frig i Income tax credit 1,588 59
RZE—=FK_-F :i—l——ﬂ_—t—— As at 31 December 2013 and 2012, the amount due from a joint
H - ER—FREe& A AT RBEAEEKR 428 venture was unsecured, interest free and repayable within one
LAER—FRERE- year.
KE TR AR A &5 TIANDE CHEMICAL HOLDINGS LIMITED @
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A\-—REEDRIZERE BR-—X
SERARE(E)

REME (&)
R-ZE—=F+-A=+—B &4¥Q 71
EIRABE(ZE—ZF:8)

o

NAREBE  AEBEEALEARZENR
AYEWT

17. INTERESTS INNAMOUNT DUE FROM A JOINT

VENTURE (Continued)
Group (Continued)

The joint venture had no contingent liabilities as at 31 December

2013 (2012: Nil).

The Group's share of the joint venture’s capital commitments at

the reporting date is as follows:

—E-=fF —ET-_F
2013 2012
AR®T T ARBEFIT
RMB’000 RMB’000
ERTHERBE W Contracted but not provided for acquisition of
MEREBEZWEEE property, plant and equipment 7,011 455
PN/ Company
—E—=£f T4
2013 2012
AR® TR ARBFIT
RMB’000 RMB'000
1R At cost 48,416 48,416
FEWEREEERE-XER 18. FINANCE LEASE RECEIVABLE — GROUP
—E—=F —ET——4F
2013 2012
AR® TR ARBFIT
RMB’000 RMB'000
mE Current 16,085 -
ER® Non-current 854 -
16,939 -

HEZH
AEEETEFERYKEAELATEERD
AleMMBEHEENUARESE HHHEER
HABR 25 5] /204 ©

Lease arrangement

Certain of the Group's buildings are leased out under finance
lease to the joint venture. The lease is denominated in RMB. The

term of finance lease entered into is 20 years.

° :%—:iiﬁAmw%i§§%2m3
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18.

104

EWEEHERE-X&EHE (&) 18. FINANCE LEASE RECEIVABLE — GROUP

(Continued)
MEHEEE T EWRFIE Amounts receivable under finance lease
EEEERENRE
REHERE Present value of
Minimum lease payments minimum lease payments
—E-=F —E——F —E-—= —ET——F
2013 2012 2013 2012
ARMT T ARBFT ARET T ARETFT
RMB’'000 RMB'000 RMB'000 RMB’000
TR —F Not later than one year 2,046 - 854 -
BB —FETEBRATF  Later than one year and
not later than five years 7,567 - 3,416 -
HBARE Later than five years 19,472 - 12,669 -
29,085 - 16,939 -
R R R B RS S Less: unearned finance income (12,146) - T8 N/A TiE A NA
FEW KT EFIBERIRE  Present value of minimum lease
payments receivable 16,939 - 16,939 -
W-Z—=#F+—"A=+—0  EBENKA No unguaranteed residual values of assets leased under finance
EEEMEETEERBRGEE (2 lease as at 31 December 2013 (2012: Nil).
—FE) -
RN-—ET—=F+—-A=+—H8 HEZF As at 31 December 2013, the interest rate in the lease is
KIF B ENE FSE20% 0 F8F = (| calculated by prime interest rate increased by 20% (2012: Nil) as
BTEHBS )AFE (T ——F :|) & floating rate which is subject to the periodic review. The average
N BRI R AEEENT2% (ZE—— effective interest rate is approximately 7.2% per annum during
Fm) the year (2012: Nil).
REBTAEEABALEERBTENBR The Group is not permitted to sell or pledge the leased building in
TYHEHIEMHEEET the absence of default by the lessee.

RiE(E TR ABR A R TIANDE CHEMICAL HOLDINGS LIMITED o
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19. EEHRIE-AKE

AEBEERUTEBREREELE, (8

19. DEFERRED TAX - GROUP

The following is the major deferred tax assets/(liabilities)

&) : recognised by the Group:
E4EH
Arising from
RERBEX REWE
B8 Pre-operating  Investment &t
Tax losses expenses properties Total
ARBTR AR%ETx AR®ETR ARBTR
RMB'000 RMB'000 RMB'000 RMB'000
RZE——F—H—H At 1 January 2012 - 63 (2,463) (2,400)
BiEz Bk (KTEE9) Charge to profit or loss (note 9) - (63) (200) (263)
RZT——F At 31 December 2012 and
+-A=Z+t—HRK 1 January 2013
—2—-=Z#—H—H - - (2,663) (2,663)
FAEE/ (BE& Credit/(charge) to profit or loss
me) (KEE9) (note 9) 1,488 - (345) 1,143
RZE—=F At 31 December 2013
+=ZA=+—H 1,488 - (3,008) (1,520)

AT Rptir & B B AR LR PR AE 2 IR BB IR

The following is the analysis of the deferred tax balances for the

EHR AT consolidated statement of financial position purposes:
—E—=F —E——4F
2013 2012
AR®T T ARBFIT
RMB’'000 RMB’000
BERIBEE E Deferred tax assets 1,488 -
EEFRIBEEE Deferred tax liabilities (3,008) (2,663)
(1,520) (2,663)

RREAH AEEHEE IR HERE
AR#7,643,000c (ZZE—ZF: AR®
9,956,0007T ) LA S5 G 2 s ) o 3 0 5% bt
BARHE A HURAE R Z5E - RN g H
At ST TER] - WP A ph A R #57,643,0000T
(ZZ——%F: AR#9,956,0007T ) HE R iE
ERTEEE -

At the reporting date, the Group has deductible temporary
differences of RMB7,643,000 (2012: RMB9,956,000) for offset
against future profits. No deferred tax asset has been recognised
in respect of RMB7,643,000 (2012: RMB9,956,000) due to the
unpredictability of future profit streams of these subsidiaries
which have such deductible temporary differences.

o
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19. EEHRIE-FKE (&) 19. DEFERRED TAX - GROUP (Continued)
FR AR A A 22 il e B B A BT B 2 B R R Deferred tax liabilities of approximately RMB67,890,000 (2012:
B AR IENBIERELRERTE A RMB48,243,000) have not been established for the withholding
BEHARM67,890,000c (ZFE—=4F: A tax that would be payable on the unremitted earnings of certain
R#48,243,0007T) ' B EE THEHE subsidiaries in the PRC made after 1 January 2008 because the
RARZZEENF-—A—HERDRER Company controls the dividend policy of these subsidiaries and
B & T AT 2 BRI - 2R R - I8 it is not probable that the temporary differences will reverse
PRI ERBZEREE - R_T—=F in the foreseeable future. Such unremitted earnings totalled
TZA=T—H ZEREHABFNEHOR approximately RMB678,903,000 as at 31 December 2013 (2012:
AR#678,903,000t (ZE—=—F: AR RMB482,430,000).
482,430,0007T) °
20, BE-&Xx&£H 20. INVENTORIES - GROUP
—E—=F —ET——F
2013 2012
AR®¥ T ARBFT
RMB’000 RMB'000
E AR Raw materials 46,005 28,222
* 5K @ Work in progress 5,752 6,599
X R Finished goods 30,720 23,993
82,477 58,814
21. BEEEWERREWERE - &&EH 21. TRADE AND BILLS RECEIVABLE - GROUP
—E—=F —FT——F
2013 2012
AR®¥ T ARBFT
RMB’000 RMB'000
B 5 R R Trade receivables 111,179 103,354
ENRiE Bills receivable 169,200 107,312
280,379 210,666
AREFBBLTESREZEEHR—BNT— The Group allows a credit period normally ranging from one
BMAZNEARA (ZE—Z—F NF—E@AZ month to six months to its trade customers (2012: ranging

NER)ANE - BREE ST B Z|ITHE
REE RWMERS B8 BRERZREK
BRANEAARN - BUBEFHBEAFZEE
PREE - ZIKEEQUHWEH&EEM &R AT B E
2 ERESTE BB RN
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from one month to six months). The bills receivable are non-
interest bearing bank acceptance bills and aged within six
months at both reporting dates. Each customer has a maximum
credit limit. The Group seeks to maintain strict control over its
outstanding receivables. Overdue balances are reviewed regularly
by management.




B &Mz Notes to the Financial Statements

HE-Z—=F+=-H=1—HLLFJE For the year ended 31 December 2013

2. EZREWRREWREE -XEE 21.

(%)

RBEAY BHRUELRBRERRZER
BEIFTIE 2 BREe D AT IR T

TRADE AND BILLS RECEIVABLE — GROUP
(Continued)

The ageing analysis of trade and bills receivable at the reporting
date, based on the invoice date, is stated as follows:

—E—=F T4

2013 2012

ARBT T AR¥ETTT

RMB’000 RMB’000

0Z90H 0 to 90 days 206,678 177,754
912 180H 91 to 180 days 70,032 31,167
1812365H 181 to 365 days 3,630 1,622
#R3A365H Over 365 days 39 123
280,379 210,666

W-ZZE—=FE+_"A=+—H Z5ELK
AR M ENEE A ARE13,360,0000T (=F
— 4 : AR¥6,710,0007T) B BHIB R E
HRE RSB SEBHERERE
2EPRWENEREEIZEBEMRES
BRI

As at 31 December 2013, trade and bills receivable of
approximately RMB 13,360,000 (2012: RMB6,710,000) were past
due but not impaired. The ageing analysis of these trade and bills
receivable that were past due as at the reporting date but not
impaired, based on the due date, is as follows:

—E—=fF —E-—F

2013 2012

ARBTR ARET T

RMB’000 RMB'000

2 iAEI1E90H 1 to 90 days past due 8,327 4,352
2@ EI91E180H 91 to 180 days past due 4,743 1,793
2 iAE181%2365H 181 to 365 days past due 251 565
B iEHiE365H Over 365 days past due 39 -
13,360 6,710

R-B—=%+-A=+—0 Z5EKE
TEWZEEH AREK267,019,000T (==
— 4 AR¥203,956,0007T) AR BEE
INARVERE - %5 8 5 FE WR I JE Uk 224
ZEKRABTRAEEANETEFER MZERF
RN WEE LR

As at 31 December 2013, trade and bills receivable of
approximately RMB267,019,000 (2012: RMB203,956,000) were
neither past due nor impaired. These related to a large number
of diversified customers for whom there was no recent history of
default.
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EZRURREREE -A&H
(%)
ERHMERERECESEBEIRES ZR
BTREEMNEFAR MxEFEFEAE
B ERLHER T - RBAENEELE
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BRADGEER 28U - At BAM A FE
REFIERERE - ANRELEREBHER
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21.

TRADE AND BILLS RECEIVABLE — GROUP
(Continued)

Trade receivables that were past due but not impaired related to
a large number of diversified customers that had a good track
record of credit with the Group. Based on past credit record,
management believes that no impairment allowance is necessary
in respect of these balances as there has not been a significant
change in credit quality and the balances are still considered to be
fully recoverable. The Group did not hold any collateral in respect
of trade receivables past due but not impaired.

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

=2-= —F=F

2013 2012

AR¥T T ARET T

RMB’000 RMB'000

AR RMB 245,321 171,051
ETT us$ 35,058 39,615
280,379 210,666

FR-AEERSREERRRSAAE2E
BRENEREE-EEBAEONBER
T AKEAR S BEE X TIEROHIEA -
BEREEKRERZRBTRNT F4.69%=
7.35% 2 FMEEAEF L BRIEB A
Bk FEE - AERE AR BB REARE
EBRNEAEN TR -

ERASEETEE LREBMEHREKEE
MRERMEFNESE MR HIE T
AEBSENEIRE TR IEERS
MEE-R-_Z—=F+=-A=+—H8 B
BFEERLOMEENERERNDARYE
2,341,0007C ( —F— —4F - ) D & 1 Bt
BREAPHER - URRZFBFIEEFT AR
RN EERKRERNSHNALEEENSS
BEEBESZONEMBRALE - R2T—=F
TZA=Z+—H HemEEEES IR R
HirEWEEBEWRFIELS ARE2,341,000
T(ZT——F 8)DeRRERTERA-

KRB TR B2 R TIANDE CHEMICAL HOLDINGS LIMITED o

During the year, the Group discounted part of its bills receivable
with full recourse to financial institutions. In the event of
default by the debtors, the Group is obliged to pay the financial
institutions the amount in default. Interest was charged ranging
from 4.69% to 7.35% per annum on the proceeds received from
the financial institutions until the date the debtors pay. The Group
is therefore exposed to the risks of credit losses and late payment
in respect of the discounted bills receivable.

The discounting transactions do not meet the requirements in
HKAS 39 for de-recognition of financial assets as the Group
retains substantially all of the risks and rewards of ownership of
the discounted bills receivable. As at 31 December 2013, bills
receivable of approximately RMB2,341,000 (2012: Nil) continued
to be recognised in the Group's financial statements even though
they have been legally transferred to the financial institutions.
The proceeds of the discounting transactions are included in
bank borrowings until the bills receivable is expired or the Group
settles any losses suffered by the financial institutions. As at
31 December 2013, the advances obtained from the financial
institutions in respect of the unexpired discounted bills receivables
included in bank borrowings amounted to approximately
RMB2,341,000 (2012: Nil).
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22. MITHRSHER—AFEEHELRRAT 22. BANK AND CASH BALANCES — GROUP AND

COMPANY
AEEZRITHIBE S EBRUARKEE 4 The Group's bank and cash balances amounted to approximately
BAREE33,414,000C (ZE——F: AR RMB33,414,000 (2012: RMB47,000,000) were denominated in
#47,000,0007T) ° AR H ik RINE R RMB. Conversion of RMB into foreign currencies is subject to the
TRIR R Bl 2 INGEE G K A5 BE - B TE Ko AT PRC’s Foreign Exchange Control Regulations and Administration
B & TR AR T MR o of Settlement, Sales and Payment of Foreign Exchange
Regulations.
SRITHIB S 4% v IEEEIRA T ESEE The carrying amounts of bank and cash balances are

denominated in the following currencies:

AEE AT
Group Company
—E—= —E——F —=2—= —E—-F
2013 2012 2013 2012
ARBTRT AR%®TE AR®TR ARETH
RMB’000 RMB’000 RMB'000 RMB’'000
BT HK$ 2,052 144 2,051 142
ETT us$ 14,085 2,818 740 1,048
AR¥ RMB 33,414 47,000 1,852 6,332
49,551 49,962 4,643 7,522
23. ESEMRE—AEE 23. TRADE PAYABLES - GROUP

REBEBEHERL T ZEEEA30E365H The Group was granted by its suppliers credit periods ranging
(ZZFE——4#:30%365H) - RRE HEY from 30 to 365 days (2012: 30 to 365 days). The ageing analysis
B ENMNERZEHEMEZEH SN of trade payables at the reporting date, based on the invoice

T date, is as follows:
—E—=F —EF—_fF
2013 2012
AR®T T ARBETT
RMB’000 RMB’000
0%&90H 0 to 90 days 22,491 15,865
91%180H 91 to 180 days 1,503 757
181%2365H 181 to 365 days 868 480
tBi@365H Over 365 days 210 396
25,072 17,498
ZBHENEEMEKRARKIE - TAZ The carrying amounts of trade payables are denominated in RMB.
B EE WS SEMNEEREEAT All amounts are short term and hence the carrying values of trade
EHRE JEEATE - payables are considered to be a reasonable approximation of their

fair values.

o

5
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—=%F+=A=+—H1LFE For the year ended 31 December 2013
RITER—FEKEHE 24. BANK BORROWINGS - GROUP
RIBEERBHEMENTEEEELR  £T5 Based on the scheduled repayment dates set out in the loan
ERERERERZENBERT  RITER agreements and ignoring the effect of any repayment on demand
MEZTRNAT: clause, the bank borrowings are repayable as follows:
—E—=F —EF——4F
2013 2012
AR®T T ARBEFTT
RMB’000 RMB'000
REBEE Current liabilities
R—FREEZRITER Bank borrowings repayable within one year
(T EFERERERER) and do not contain a repayment on
(Bﬁ?l) demand clause (note i) 13,956 -
—FREEZRITER Bank borrowings repayable within one year
(T@%?ﬁ?&* BRI and do not contain a repayment on
(MT =Tii) demand clause (note ii) 17,000 22,000
—FREEZRITER Bank borrowings repayable within one year
(@%&%Ifaiﬂ ) and contain a repayment on demand clause
(B &Ei) (note ) - 35,000
BEEARE (ML) Asset-backed financing (note iii) 2,341 -
33,297 57,000
FRBEE Non-current liabilities
RE = F (Kf&Ei) In the second year (note i) = 17,000
B 5T Notes:
@) AR IT S NN B R D B B A T E (i) These bank borrowings are guaranteed by the Company's
R o subsidiaries in the PRC.
(i) ZERITEZE: () ¢f§.gﬁ§ﬁiiﬁﬁﬁ (i) These bank borrowings are (1) secured by the Group's prepaid
/f%/;\lﬁfllg%fﬁﬁa (BFEE15) o ANAF land lease payments (note 15); (2) guaranteed by the Company's

EIlENERNEIPS RN T%$ﬁ§1%&(3)ﬁﬁﬁ

S
H

EERE-T-MFERIL-

repayable by instalments until 2014.

subsidiaries in the PRC and the Company’s Directors; and (3)

(iii) é??ﬁﬁmﬂé?‘a BMEBEXSPEENRES (i)~ The asset-backed financing represents the amount of financing

BIAE BB ERFE395 M E KL
%El"]"*HﬂEE']ir@ﬂﬁF@%Eﬁé‘\WmTﬁ(W

£21)

SERESRITER( MET&EZJIEZ%E’JEH E

) THRE R AT - R =

A=+—8" 3Fm§b€ﬁﬁ1ﬁt”lﬁﬁzzx/\1*

BRI

FrERITEFNETESUARE RET
SHE - ME N REIRITERZZEFFEN
F454%%E735% (ZE——F:517%=
8.53% )  BUFAEBARIE S REFNERE

|§uu o

KRB TR B2 R TIANDE CHEMICAL HOLDINGS LIMITED o

obtained in factoring transactions which do not meet the de-
recognition requirements in HKAS 39. The corresponding financial
assets are included in bills receivable (note 21).

The interest-bearing bank borrowings, including the term loans

—£1£—|—— repayable on demand, are carried at amortised cost. As at 31

contained a repayment on demand clause.

flow interest rate risks.

December 2012, none of the non-current bank borrowings

The carrying amounts of all bank borrowings are denominated
in RMB and US$. Short-term and long-term bank borrowings are
arranged at floating interest rates ranged from 4.54% to 7.35%
(2012: 5.17% to 8.53%) per annum exposing the Group to cash
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25. EZEWA—-FKEHE 25. DEFERRED INCOME - GROUP
REEZRTEWAEBBTREL  (ERBE The Group’s deferred income represents a government grant
RERTH BETHERABIEERR obtained for subsidising the construction of the production
B 2% i 2 40 B o lines and ancillary facilities for the manufacture of isobutylene,

polyisobuylene and chloroacetic acid.

BRRENFEZDIT: Analysed for reporting purpose as:
—E—=fF T4
2013 2012
ARET T AR®EF T
RMB’000 RMB'000
mENBE (B RELEEN Current liabilities (included in accruals and
RITEFRREMMBEIFKIE)  other payables) 2,740 2,740
ERBARE Non-current liabilities 10,451 13,191
13,191 15,931
FERN—FABAR2,740,000T (=& During the year, an amount of RMB2,740,000 (2012:
—— 4 ARB2,740,0007T) I ED EE RMB2,740,000) has been recognised in other income.
N
26. IR 26. SHARE CAPITAL
¢ 8
Amount
BR#HEE
Number of FERT ARB TR
shares HK$'000 RMB’000
ETE Authorised:
FREME0.0ETEREK Ordinary shares of HK$0.01 each
RZE——F—HF—H" As at 1 January 2012,
—E——-f+=-A=+—8" 31 December 2012,
—E-ZF-A-HK 1 January 2013 and
—E—=%+ZH=+—H 31 December 2013 100,000,000,000 1,000,000
BEITEAE: Issued and fully paid:
SREE0.OVE T LB Ordinary shares of HK$0.01 each
RZE—=Z%—HA—AR" As at 1 January 2012,
—E——%+-RB=+—8" 31 December 2012,
—E-ZF-A-HK 1 January 2013 and
—E—=%+=ZH=+—H 31 December 2013 846,878,000 8,468 7,786

o —T=HEH ANNUAL,@’JTZOB 111
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27. RE-"LTEBRAEQT

112

27. RESERVES - GROUP AND COMPANY

& Group
AEEREBIREREESHEREER The amounts of the Group's reserves and the movements therein
BEIRI|R o are presented in the consolidated statement of changes in equity.
AT Company
AHER s
9N & ERfE
Merger HERE Foreign
R4 R E relief Capital currency R EF RIRR S
Share contributed contribution translation Retained Proposed &t
premium surplus reserve reserve profits dividend Total
ARBTT AR%TR AR¥TRT AR®Tn AR%TR AR¥TT AR%TR
RMB’000 RMB’000 RMB’000 RMB’000 RMB'000 RMB'000 RMB’000
(Kzta) GET)] (Ktzte) (Hy5ES))
(note a) (note g) (note e) (note f)
RZE-ZF-A—A&% Balance at 1 January 2012 106,333 111,137 5,169 (44,437) 47,446 20,760 246,408
BR&RE (MEE12(0) Dividend paid (note 12(b)) - - - - - (20,760) (20,760)
REZERO T2 Equity-settled share-based
HERAX payment expenses - - 162 - - - 162
ZE-ZFRRRERE 2012 proposed final dividend
(WEE12()) (note 12(a)) - - - - (25,750) 25,750 -
FRER Loss for the year - - - - (8,073) - (8,073)
HEt2mbE Other comprehensive income - - - 3,940 - - 3,940
@ (MF27(e)) Transfer (note 27(e)) - - (5331) - 5,331 - -
WZZE—ZF+ZA=+—H Balance at 31 December 2012
k=—Z-=ZF—H—H and 1 January 2013 106,333 111,137 - (40,497) 18,954 25,750 221,677
BR&RE (MEE12(0) Dividend paid (note 12(b)) - - - - = (25,750) (25,750)
ZE-ZFRERRERE 2013 proposed final dividend
(P#12(a) (note 12(a)) - - - - (30,342) 30,342 -
FRER Loss for the year - - = = (6,480) = (6,480)
HEi2mbs Other comprehensive income - - = (4,811) = = (4,811)
#3% (M27(9) Transfer (note 27(g)) - (111,137) = = 111,137 = -
W=ZZ—=%+=-A=+—H Balance at 31 December 2013
# 106,333 - - (45,308) 93,269 30,342 184,636

RiE(E TR ABR A R TIANDE CHEMICAL HOLDINGS LIMITED o




B KMz Notes to the Financial Statements

HE-ZT—=F+=-H=+1—HLLFJE For the year ended 31 December 2013

27. FHE-—FEBREAQTE (£&)
KRAT (&)

(a)

(b)

(c)

(d)

R A7 5 18
REMEFERANE ARRRMD &
BRAZESAHRDIRTARBHEE
A EERERZEDIRRE BHE AR
BIEARNEEN B EXBBES S
M2 &%

BRI AE

FRlFBERBEASER _FTNF
ETZERAMBBTERBEARZE
BERAERARBRBREZFMHE QG
ZHIEM T Z AR BB EERD
ER-

BEBLAES
RRARRFBEK LM BAR 2 ER
AR E ZENBARIAETFERE
BRETSEHERN cHE TR L ERS
NEL HEZAHENEBAHRER
RIEMER 250% &1 — 1B
T BBAESEABERESE &
BB AEE AT AT E A KK B
RAZEERKEE - BHp N TE BIE
BEARWEAFMENE FiE2HE
NMELRFMERZ225% -

RNEE

REBEFEABE (R_FZFAFEET)
R-ZTRFE—-HA—BHEMAIZERH
R RSN c D VA NNy = N
AR5%ZE10% 2 B FT 15 B¢ 18 i A 7%
Frme MArmeRAAAREZSE
EENmMANBERNTEEZEE K
HEETERBZEAT REETHED
&

27. RESERVES — GROUP AND COMPANY (Continued)
Company (Continued)

(a)

(b)

(c)

(d)

Share premium

Under the Companies Law of the Cayman Islands, the
funds in the share premium account of the Company are
distributable to the owners of the Company provided that
immediately following the date on which the dividend
is proposed to be distributed, the Company will be in a
position to pay off its debt as they fall due in the ordinary
course of business.

Special reserve

Special reserve represents the difference between the paid
in capital of the PRC subsidiaries acquired pursuant to the
Group reorganisation in 2004 and the nominal value of
the Company’s shares issued in exchange for the control in
these subsidiaries.

Surplus reserve fund

Articles of association of the Company’s subsidiaries
established in the PRC require the appropriation of certain
percentage of their profits after income tax each year to
the surplus reserve fund until the balance reaches 50%
of their registered capitals. In normal circumstances, the
surplus reserve fund shall only be used for making up losses,
capitalisation into registered capital and expansion of the
subsidiaries’ production and operation. For the capitalisation
of surplus reserve fund into registered capital, the remaining
amount of such reserve shall not be less than 25% of the
registered capital.

Public welfare fund

Pursuant to relevant regulations before the enactment of
Company Law of the PRC (revised in 2005) on 1 January
2006, the Company's subsidiaries established in the PRC
made allocation from their profits after income tax at the
rate of 5% to 10% to the public welfare fund. The public
welfare fund can only be utilised on capital nature items for
collective welfare of employees. The public welfare fund is
not distributable other than in liquidation.

e — T —=%%4# ANNUAL REPORT 2013
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27. RE-AKERERXT (#F)
EKRQT (&)

28.

114

(e)

)

(9)

BEXRHERE

R-TTLF ARE 2 HREERA
ARTFAQRR—UEIETHEZ
KRR BREIEMSERIBEB
G -PESRBEcATFEDNIZ2ER
MRREEBZRAFEMETE LA
HERARBER Y HAREEE R
9z FIER X - A (7 B A FE 45 A0
BREEHE R_E——F+_A
=t+—B EERA BAEFEHNT
# THEEZEE  WREAARA
BERMBAUE137EAZIEZFERED
FHAEERE AR AIMNREBEF -

SEERREE

SINEIER R B REBREIINEES 2
BREMELZMBELZR -EX
IR IRP FE3 () PR B B AT R BR IR ©

EHERBARSG
AHERBABBERERNERR =
TEPNFE T 7 BT UEER B
RRAZEEFEEAQNAANEZE
BB ARSI mEIT 2 AR ARG
HEBNEZERE - R-_E—=F+_A
—t+—R EERATHEZZMHE
WIRE AN RS ZRMAFE13715
ABICZFENEALEEREARD
AR REE R -

27. RESERVES — GROUP AND COMPANY (Continued)
Company (Continued)

(e)

U]

(9)

Capital contribution reserve

In 2007, certain number of the Company’s shares were
granted to an employee of the Company by the Company's
ultimate holding company, with non-market performance
vesting conditions, with its fair value of services received
determined by reference to the fair value of shares granted
at the grant date, expenses on a straight-line method
over the vesting period as equity settled share based
payments expenses, with a corresponding increase in capital
contribution reserve. At 31 December 2012, the Directors
considered that this reserve was no longer necessary upon
the completion of vesting period and resolved that the
total carrying amount of this reserve be transferred to the
retained profits of the Company in accordance with article
137 of the Company’s articles of association.

Foreign currency translation reserve

The foreign currency translation reserve comprises all
foreign exchange differences arising from the translation of
the financial statements of foreign operations. The reserve
is dealt with in accordance with the accounting policies set
out in note 3(e).

Merger relief contributed surplus

Merger relief contributed surplus represents the difference
between the net assets value of the PRC subsidiaries
acquired pursuant to the Group reorganisation in 2004
and the nominal value of the Company's shares issued
in exchange for the control in these subsidiaries. At 31
December 2013, the Directors considered that this reserve
was no longer needed and resolved that the total carrying
amount of this reserve be transferred to the retained profits
of the Company in accordance with article 137 of the
Company's articles of association.

RHMBARIZESZREWKMEB AT 28. INTERESTS IN AND DUE FROM SUBSIDIARIES -
MIE - QT COMPANY
—E—=F —T—=
2013 2012
ARME AR
RMB RMB
FELETIRE AR Unlisted investments, at cost 3 3

KRB TR B2 R TIANDE CHEMICAL HOLDINGS LIMITED o
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BRI AEEMBARZFBHOT:

EMREL/
RIREELH
Place of
incorporation/

28.

COMPANY (Continued)

Particulars of the subsidiaries of the Group as at 31 December
2013 and 2012 are as follows:

BRTEE/
BHEM
REZERE FERER/RER/
Nominal value of EERANEIH

issued ordinary/

Percentage of

INTERESTS IN AND DUE FROM SUBSIDIARIES -

2% establishment paid-up registered ownership interests/ TEEH
Name and operations share capital voting rights/profit share Principal activities
Bk FEE
Direct Indirect
BREREB A BB 1T 100% - REZR
Great Growth Holdings Limited Hong Kong HK$1 Investment holding
EREREBRAAE B BT 100% - REZR
Great Spirit Holdings Limited Hong Kong HK$1 Investment holding
REERER AR &k BT 100% - REBEK
Great Promise Holdings Limited Hong Kong HK$1 Investment holding
BEERAR AR ABRAES 268% 7T - 100% HEZER
Smartcham Holdings Limited The BVI Us$268 Investment holding
BACERRAF RERAES 1,251% 71 - 100% HEZER
Smartpoint Enterprises Limited The BVI US$1,251 Investment holding
BEERAERAF AERTES 417ET - 100% HEZR
Techsmart Holdings Limited The BVI us$477 Investment holding
HHRAEBERDT mENEBELE 600,000% 7T - 100% W& REREERMLIER
Weifang Common Chem Co., Ltd. The PRC, WOFE US$600,000 Research and development,
manufacture and sales of fine
chemical products
LBELMEIBERAT mECMNEBERE AR 5,000,000 - 100% & HERSEEMEIER
Shanghai Dehong Chemical The PRC, WOFE RMBS5,000,000 Research and development,
Company Limited selling and distribution of fine
chemical products
BRI BEERAR HESNEBERE 5,200,000% 7T - 100% i REREERMELIER
Weifang Parasia Chem Co., Ltd The PRC, WOFE US$5,200,000 Research and development,
manufacture and sales of fine
chemical products
HESARCIERAR mENEBERE 10,800,000% 7T - 100% HE REREERMEIER
Weifang Binhai Petro-Chem Co., Ltd  The PRC, WOFE US$10,800,000 Research and development,

BReBAEER BBERERIZERE

ol
o

e

RAFER BECAMBARETERRE

manufacture and sales of fine
chemical products

The amounts due are unsecured, interest-free and repayable on

demand.

of the year.

o
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AARRZZEERNF+ AWEHE B E REFER
— IR ([FERRERE])  5ESE
m&MW%K%EZWWWﬁﬁﬁzﬂﬁ
BIEES AEBETAKE QRSB E QR
ZEEREE HER BF BREXFESE
ZEZHBASRAEE ERNEAACE
BREFSEH -_ZEZTE+AMNBBAR
ERB+F - BREBEREFITIREES
40,000,000t Bt - I T H I HE AR
BE 5 %40,000,0000% BZ 17 °

RZE——FER_E—=F+-A=+—
B4 W AR TT I 2 B ARE o
fTEemI A

BIBEANRHAEGBHERIINEEHE

Wﬁ%%&ﬁomnhﬁ%ZWiﬁ%mn
LA B8 Rl M E — BT ¥ ARKL
BER AQFHEGEBMEDFIERREL

BN GREEINE B DRI T ARR A
BRALBHLECERHRNERREN
A5% s WA EBHERERARAE
HEREBHNERREMNAS ik - REH
BARERRAINERAR (=T ——F
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BEREEM =FE RITE - R LR
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29.

30.

=F+=RA=+—H L% For the year ended 31 December 2013

SHARE-BASED PAYMENTS
Equity-settled share option scheme

The Company has approved and adopted a share option scheme
(the “Share Option Scheme”) on 4 October 2006 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 Share
Option Scheme has become effective for a period of 10 years
commencing on 4 October 2006 and up to 40,000,000 options
entitling the holders thereof to subscribe for up to 40,000,000
shares may be granted under the Share Option Scheme.

There was no outstanding share option as at 31 December 2012
and 2013.

DERIVATIVE FINANCIAL INSTRUMENTS

Pursuant to the JV Agreement entered between the Company
and the JV Partner, Dekel Investment was incorporated. Dekel
investment then established Weifang Dekel to engage in the
research and development, manufacture and sales of a type
of specialty chemical for industrial use. The Company and the
JV Partner are respectively granted call and put options which
entitled the Company to require the JV Partner to sell its 45%
interest in Dekel Investment, and entitled the JV Partner to require
the Company to purchase the JV Partner’s 45% interest in Dekel
Investment respectively. Either the call or put options will be
exercisable on the sixth anniversary upon the effective date (i.e.
23 February 2012), and subsequently for once every third year.
The exercise price for the call and put options was determined
in accordance with the terms and conditions contained in the JV
Agreement.

The financial asset/liability that may become receivable/payable
under the call/put option is initially recognised at fair value within
non-current assets/liabilities.
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30. DERIVATIVE FINANCIAL INSTRUMENTS

(Continued)

The call option asset and put option liability shall be re-measured
together at their fair values resulting from the change in the
expected performance of Dekel Investment at each reporting
date, with any net resulting gain or loss recognised in the
consolidated income statement. In the event that the call option/
put option lapses unexercised, the corresponding asset/liability
will be derecognised with a corresponding adjustment to equity.

The derivative financial instruments are stated at fair value by
using the Binomial Lattice Model, which has been measured as
described in note 35(v). As at 31 December 2013, the fair value
of the derivative financial instruments under non-current liabilities
was RMB12,596,000 (2012: RMB6,990,000). Accordingly,
fair value loss of RMB5,606,000 (2012: RMB6,990,000) was
recognised in the consolidated income statement during the year.

e 31. COMMITMENTS
rE Group
REEBH REB 2 AENT The Group’s commitments at the reporting date are as follows:
—E—=F —EB-_F
2013 2012
AR® T ARBETF T
RMB’'000 RMB’000
ERTAEREE Contracted but not provided for
M- WEREE Property, plant and equipment 4,539 16,906
m—A&ZQRELE Shareholder’s loans to a joint venture
AR E SR (HEE) (note) 100,016 98,813
104,555 115,719
ERBEERETLN Authorised but not contracted for
M- WEREE Property, plant and equipment 115,759 50,185
220,314 165,904

MGk RIBA EREAEIER RGNS ARFR
BRARNAFEZIESRESS%RERE
SREBHERRER  ©% /511,880,000
BT (895 AR%100,016,0005T) ©

v /NI
RNR-_E—=FR - FT——&F+-_A=+—
= N/NE] ik R R R = -

Note: The Company agrees to make shareholder’s loans of
EURO11,880,000 (approximately RMB100,016,000) to Dekel
Investment in accordance with 55% shareholding of the Company
in Dekel Investment, which is subject to the terms and conditions
set out in the JV Agreement.

Company

The Company does not have any capital commitments as at 31
December 2013 and 2012.

o
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32. OPERATING LEASE ARRANGEMENTS AND
COMMITMENTS
Group - as lessor

As at 31 December 2013, the Group had future aggregate
minimum lease receipts under non-cancellable operating leases as

BT follows:

—E—=fF —FT——F
2013 2012
ARBT T ARBFT
RMB’000 RMB'000
—F2ZA Within one year 802 773

REZEZFRFA In the second to fifth year inclusive
(BREEEMF) 1,177 1,720
FERF 2B After fifth year - 33
1,979 2,526

EASEEMNCERERHET  HELEEE
EHE—ERNFELE - HEFER —RERKMA
PXHEBIEE -

ARFR-FREHEA

R =FR-F——F+-A=+—
B - AR AL RO A A R
AR -

KiE TR AR 2 7 TIANDE CHEMICAL HOLDINGS LIMITED e

Under operating lease arrangements of the Group, the leases are
negotiated for an average terms of one to six years. The terms of
the leases generally require the tenants to pay security deposits.

Company - as lessor

The Company does not have any minimum lease receipts under
non-cancellable operating leases as at 31 December 2013 and
2012.
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32. OPERATING LEASE ARRANGEMENTS AND

COMMITMENTS (Continued)
Group - as lessee

As at 31 December 2013, the total future minimum lease
payments by the Group under non-cancellable operating leases
payable are as follows:

—E—=fF —E-—F

2013 2012

ARBT T ARBFT

RMB’000 RMB'000

—F2ZA Within one year 250 243
REZZEFRFA In the second to fifth year inclusive

(BREEEMF) - 180

250 423

REMENFEAREREETHAE
BfNZzHEE BHMEABHRIOR—E2=F
A& MR EASANESEE B TEEE
RS

ApaMEREHEA
R-E—=F+_A=+—8 " RBETTH
e ERE ARR B REAETRER
BT

Operating lease payments represent rental payable by the Group
for certain of its offices. Leases are negotiated for an average
term of one to three years and rentals are fixed over the lease
terms and do not include contingent rentals.

Company - as lessee

As at 31 December 2013, the total future minimum lease
payments by the Company under non-cancellable operating
leases payable are as follows:

—E—=fF —ET——4F

2013 2012

AR® TR ARBFIT

RMB’'000 RMB'000

—F2A Within one year 70 63

B E [ IR AR B g H A = i A
2 HHKRER IR —EMFE M
REHANESEE AT eRERHAE

Operating lease payments represent rental payable by the
Company for its offices. Leases are negotiated for an average
term of one to two years and rentals are fixed over the lease
terms and do not include contingent rentals.
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33. BBt AR B 33. RELATED PARTY TRANSACTIONS

(a) FN - AEBEEETEIZINTR (a) During the year, the Group entered into the following
transactions with related parties:

==K —E—_F
2013 2012
AR®T T ARBFIT
RMB’000 RMB'000
NF—REE QA (FTAHITE Rental expenses to a related company in
EHBEERERRIL AT ATTE  which all the executive Directors have
BERAFEN)NHEEAX beneficial interests and can exercise
significant influence 180 180
B—XEIE AR (FTEEITES Sale of goods to a related company in
g pany
HHBEmEmI A LATTE  which all the executive Directors have
A7) HEEm beneficial interests and can exercise
significant influence 567 474
HM—XAE QRIS WA Rental income from a joint venture 200 250
BEMEHEHERN—REE Leased out of the Group's building
/Aﬁjﬁﬂjzl»‘%‘%lﬁﬂ%? under finance lease to a joint venture 17,082 -
RIBFVBHER -—KR&E Interest income from finance lease from
A AU EREY R 2 A a joint venture 204 -
MEBEME WMELRMENTF  Deposits paid for acquisition of
—REB AR (FTAEMITESE  property, plant and equipment to
BB BRI ] AT a related company in which all the
BERTEN)NE & executive Directors have beneficial
interests and can exercise significant
influence - 18,000
m—XEE AR (FTEHITES  Acquisition of the property, plant and
i’ﬁ?’ﬁﬁ BRI WA LATTEE  equipment from a related company in
KELEN)BAME MEKR  which all the executive Directors have
1% (P 3E) beneficial interests and can exercise
significant influence (note) 26,900 -
Wit: BAYMY BERDBE ARK Note: Included in the acquisition of the property, plant and
26,900,000 CEBEHE-Z—= equipment of RMB26,900,000 was the deposits paid of
F+—-—A=+—HILEEANY Y RMB 18,000,000 during the year ended 31 December 2012.
51 & AR #18,000,0007T °
(b) BEBAB VS B EHAM (b)  The remuneration of key management personnel are set out

11 ° in note 11.

120 R TR B2 R TIANDE CHEMICAL HOLDINGS LIMITED o
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34. FREXRH

35.

() FR FEVME BERIBBED
AR#13,114,000 (Z T — —F:
AR #4,664,00070) MRS 28
FEAE [ B 2R 151 BR 780 K L JiE < 200E |
ﬂqo

(iy FR - AEEREMEHEHEEHET
BT FRCIERKE18 -

& B E R E
AEEEE 2 eRERE : HHAR (2
mEERRRENERR)  EERRMTE
MR AERECEERREEZESHT
SR TRR 2 B B REBERE A A
SEMBRATRZAEEFE - AKEH
A 3 8 A {e] B 3O & B0 L B B R ROR M AR
Slefi EFSEMETZEEFEEN
HITEEREBNANE U EHEERE
KBS B AR A SR B o

AEELRSEBENMEESREE T
ARELEDRE -AEEMAZZERN SR
R FE T 3CER A © pESh - MY EE3S(vIV BB 1R AR
BT EREENBBEME-

(i) SMEREB
HRAEEETERRS BEMA
BB RETE BAKEEY
SIME [\ i = 7N B2 [ 2R By 3F 4 it At S
[E 2 5~ & B & B AE B E SN E H P R
R AEERENERINERR W&
ZRENAB®ERFLE HEAIERR

RZE—=F+ZA=+—HB WA
REHATLRETLNEGE TR EH
5%MATE M SREEFITE
B A= B F NG F &R B 5 & %
hn, R A #) AR #1,396,0007T (=&
— — 4% : AR#¥1,590,0000T) £ &
BEEZAETHENE 5 & IR T3
HIBE 5 Uz, iR

BE_T——F+-_A=+—HI#F
R IERRATHNEE TR
HEREERR -

34. SIGNIFICANT NON-CASH TRANSACTIONS

35.

(i)  Of the total additions of property, plant and equipment
during the year, approximately RMB13,114,000 (2012:
RMB4,664,000) was yet settled and included under
“Accruals and other payables”.

(i)  During the year, the Group leased out certain buildings
under finance lease, details of which are set out in note 18.

FINANCIAL RISK MANAGEMENT

The Group is exposed to financial risks: market risk (including
currency risk and interest rate risk), credit risk and liquidity risk.
The Group's overall risk management focuses on unpredictability
of financial markets and seeks to minimise potential adverse
effects on the Group's financial performance. The Group currently
does not have any written financial risk management policies
and guidelines. However, the Directors meet periodically and
cooperate closely with key management to analyse and formulate
strategies to manage and monitor financial risks.

The Group is not engaged in the trading of financial assets
for speculative purposes nor does it write options. The most
significant financial risks to which the Group is exposed are
described below. See also note 35(vi) for a summary of financial
assets and liabilities by category.

(i) Foreign currency risk

The Group has exposure to foreign currency risk as certain
of its business transactions, assets and liabilities are
denominated in HK$ and US$. The Group currently does
not have a foreign currency hedging policy in respect of
other foreign currency transactions, assets and liabilities.
The Group will monitor its foreign currency exposure closely
and will consider hedging significant foreign currency
exposure should the need arise.

As at 31 December 2013, if the RMB had weakened/
strengthened 5% against HK$ and US$ with all other
variables held constant, the Group's profit for the year
and retained profits would have been approximately
RMB1,396,000 (2012: RMB1,590,000) higher/lower, arising
mainly as a result of the foreign exchange gain/loss on trade
receivables denominated in US$.

The sensitivity analysis included in the financial statements
for the year ended 31 December 2012 had been prepared
on the same basis.
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35. FINANCIAL RISK MANAGEMENT (Continued)

(ii)

Interest rate risk

The Group's exposure to interest rate risk for changes
in interest rates relates primarily to the Group’s floating
interest rate borrowings. The Group has not used any
derivative contracts to hedge its exposure to interest rate
risk. However, management monitors interest rate exposure
and will consider hedging significant interest rate exposure
should the need arise.

Sensitivity analysis

The following table illustrates the sensitivity of the Group’s
profit for the year and retained profits to a possible change
in interest rates of +/- 0.5% (2012: +/- 0.5%), with effect
from the beginning of the year. The calculations are based
on the Group's financial assets and liabilities held at the
reporting date. All other variables are held constant.

rEE NN
Group Company
FERANRRERR FEBERRERN

Loss for the year and
retained profits

Profit for the year and
retained profits

AR®T T AR® T

RMB’000 RMB’000
+0.5% -0.5% +0.5% -0.5%
“E—=F+=-A=+—H 31 December 2013 17 17) 30 (30)
—ZT—ZF+ZA=+—H 31 December 2012 (76) 76 46 (46)

REHETANERMASE BEMN
MEEGHIEIERAEAEHLE I
AEREEBHMERAK+ @A
HIM e & 2 Al e 2 BT 1R RO AT A4S -

BE_T——F+_A=1t—HLF
BRI KT GERE DM bk
AR EERE -

KRB TR BR A R TIANDE CHEMICAL HOLDINGS LIMITED o

The assumed changes in interest rates are considered to be
reasonably possible based on observation of current market
conditions and represents the management'’s assessment of
a reasonably possible change in interest rate over the next
twelve months period.

The sensitivity analysis included in the financial statements
for the year ended 31 December 2012 had been prepared
on the same basis.
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35. FINANCIAL RISK MANAGEMENT (Continued)
(iii) Credit risk

(iv)

The carrying amount of the bank and cash balances, trade,
bills and other receivables, amount due from a joint venture
and finance lease receivable included in the consolidated
statement of financial position represented the Group's
maximum exposure to credit risk in relation to the Group’s
financial assets. The credit risk on bank and cash balances is
limited because the counterparties have high credit ratings.

The Group has policies in place to ensure that sales are
made to customers with an appropriate credit history.

The Group has no significant concentration of credit risk
with exposure spread over a number of customers and
counterparties. However, the geographical location of
customers is mainly on the PRC which accounted for 68%
(2012: 62%) of the trade receivables as at 31 December
2013. In order to minimise the credit risk, management
will endeavor to build an extensive customer base that
spread over the world, which can minimise the credit risk by
geographical location.

Liquidity risk

In the management of the liquidity risk, the Group
monitors and maintains a level of cash and cash equivalents
deemed adequate by management to finance the Group's
operations and mitigate the effects of fluctuations in cash
flows, by continuously monitoring forecast and actual cash
flows and matching the maturity profiles of financial assets
and liabilities.

As the Group has short term bank borrowings which
could be renewed on an annual basis at the discretion of
the Group within limit approved by banks, the Directors
are of the opinion that, taking into account the presently
available facilities and internal financial resources of the
Group, the Group has sufficient working capital for its
present requirements. The Group also obtained certain bank
borrowings as a source of liquidity.
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35. FINANCIAL RISK MANAGEMENT (Continued)
(iv) Liquidity risk (Continued)

The table below summarises the maturity profile of the
non-derivative financial liabilities based on contractual
undiscounted payments:

=EAR =fHRZ
REER —FR —-EIER AEREHE EEE
Within Between Total
3 months or 3 months Between undiscounted Carrying
on demand to1year 1tob5 years amount amount
ARBTR AR®ETR ARBTR AR®BTR AR¥FR
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
bS] Group
—Z-=f% 2013
ZHENE JEF AR Trade and accruals and
RRREMENZIE  other payables 57,594 35,729 = 93,323 93,323
BITER Bank borrowings 27,500 6,095 - 33,595 33,297
&t Total 85,094 41,824 - 126,918 126,620
—T-CF 2012
BHEME ENRA  Trade and accruals
BRI LEMEMZIE  and other payables 56,762 16,802 - 73,564 73,564
BITER Bank borrowings 7,145 53,672 17,296 78,113 74,000
A&t Total 63,907 70,474 17,296 151,677 147,564
NN Company
—Z-=F 2013
Hth e 508 Other payables 180 468 = 648 648
—T-CF 2012
Hfth e 508 Other payables 289 450 - 739 739

KiE{ TR AR 2 7 TIANDE CHEMICAL HOLDINGS LIMITED e
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35. TRERERE (&) 35. FINANCIAL RISK MANAGEMENT (Continued)

(v) Eﬁ?ﬂﬁﬁ%iﬁ%@ﬁﬁ%ﬁﬂ’ﬂﬁ (v) Fair value measurements recognised in the
FEE consolidated statement of financial position
LTIRARATEIENSRIA The following table provides an analysis of financial
B JE AR KT DA - instruments carried at fair value by level of fair value

hierarchy:
E—MA - EREEXABETRT Level 1: Quoted prices (unadjusted) in active markets for
BHRERE (R . identical assets or liabilities;
E_LR BE—RRBIERHREBIN Level 2: Inputs other than quoted prices included within
Y AERBENTEREAE  TA Level 1 that are observable for the asset or liability, either
BE(EER)SiE (BNREEIR) directly (i.e. as prices) or indirectly (i.e. derived from prices);
B AE & and
= MR A0 3E E A Ay 85 22 T 8 g Level 3: Inputs for the asset or liability that are not based on
(A ER A G )M EEDS aEE A observable market data (unobservable inputs).
Ho
REBRADT Group and Company
F—R5 FZ&A F=4A Ch
Level 1 Level 2 Level 3 Total
i ARBETT NS ARETT ARETTT
Note RMB'000 RMB'000 RMB'000 RMB'000

“E-=FF+-A=+—H 31 December 2013

B Liabilities:
BRATEFAERR Financial liabilities at fair
cREE value through
profit or loss
—TEe¢MIA - Derivative financial
instruments 30 - - 12,596 12,596

“E——"F+-A=+—H 31 December 2012

B Liabilities:
BRATEFAERR Financial liabilities at fair
SREE value through
profit or loss

—TESBIA - Derivative financial

instruments 30 - - 6,990 6,990
TELRTENAFENFERA B The fair value of derivative financial instruments is estimated
BEEE R A (HE using a binomial lattice model.
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MBERRRPEIHQ
FEE (&)

EENTUEERAE

BIRE 1.5%-2.5%
hndE 39 B AR AR 15.0%
([hn#EFs
BARKAL)
TE B 1R 45.5%

BERE A% TTESMTARFE
BB AR 3,705,0007C : i@
BRETE5% fTESM T ARFEE
B 5 3E N A K #3,858,0007T °

MEFHEARARTER LR L
5% TASRTAAFEEEBES
B3 1 A R #1,860,0007T K2 A R
62,0007T ° h#E F 39 & AN pk A 1 78 5
IR TN ME5%  fTEe R T ERAFERE
B R ARE?2,151,00070 & A
R #52,0007T °

FARANBERMRAE 2 -

FRILER R 2 R ER -

DERE=ZGRNERMBEMERDN
EERMDRBEIFERNTBENSH
BRNEABAE - LANERHTA
HIV A SR A E R S R SRR 1A T

35. FINANCIAL RISK MANAGEMENT (Continued)
(v) Fair value measurements recognised in the

consolidated statement of financial position
(Continued)

Significant unobservable inputs

Inflation rate 1.5%-2.5%

Weighted average cost of capital 15.0%
(“WACC")
Expected volatility 45.5%

Increased inflation rate by 5% would decrease the fair value
loss of derivative financial instruments by RMB3,705,000
while decreased inflation rate by 5% would increase
the fair value loss of derivative financial instruments by
RMB3,858,000.

Increase WACC and expected volatility by 5% would
increase the fair value loss of derivative financial
instruments by RMB1,860,000 and RMB62,000 respectively.
Lower WACC and expected volatility by 5% would decrease
the fair value loss of derivative financial instruments by
RMB2,151,000 and RMB52,000 respectively.

There were no changes in valuation techniques during the
year.

There were no transfers between levels during the year.

The financial liabilities classified in Level 3 use valuation
techniques based on significant inputs that are not based
on observable market data. The financial instruments within
this level are reconciled from opening to closing balances as
follows:

—EB—=F —E——fF
2013 2012
AR¥F T ARET T
RMB’000 RMB'000
TEEmasE Derivative financial liabilities
R—H— At 1 January 6,990 -
PTHE /i\wﬁl/ﬂ\ﬁ’] Fair value loss on derivative
NFEEE financial instruments 5,606 6,990
BW+=—A=+—H At 31 December 12,596 6,990

FRTESRIENAFEBEA
R 5,606,000 (ZE——F: AR
#6,990,0007T ) B LR A W 2k &

_73
o °©

RiE(E TR AR A R TIANDE CHEMICAL HOLDINGS LIMITED o

During the vyear, fair value loss on derivative financial
instruments of RMB5,606,000 (2012: RMB6,990,000) was
recognised in the consolidated income statement.
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35. ERIERERE (£) 35. FINANCIAL RISK MANAGEMENT (Continued)
(vi) ZERESHNERMEERER (vi) Summary of financial assets and liabilities
BE by category
iV ERABEREERAED B The carrying amounts of the financial assets and liabilities
RZE——ZFRZFE—=F+=_AH recognised as at 31 December 2012 and 2013 may also
Zt+—BHNEEENIELA TS E-Z be categorised as follows. See notes 3(j), 3(m) and 3(n)
REBEBITANENNATEEE for explanations about how the category of financial
BEHE - B2 BMEE3()  3(m) &3(n)8y instruments affects their subsequent measurement.
BER
EE FA/N|
Group Company
—E-=% —T-CF —E-=& —T-CF
2013 2012 2013 2012
ARETTT AREFTT ARETR AREFTT
RMB’000 RMB'000 RMB'000 RMB'000
CREE Financial assets
SRR W R Loans and receivables:
— R ﬁﬂﬁﬁ%fk — Finance lease receivable 16,939 - = -
- Z S RENER — Trade receivables 111,179 103,354 = -
—EWREE - Bills receivable 169,200 107,312 - -
—H b fE W FRIB ~ Other receivables 20,301 28,620 265 258
— W — %é%’f’&?%’&lﬁ — Amount due from a
joint venture 522 443 - -
—HARB L - Bank and cash balances 49,551 49,962 4,643 7,522
— BB A B IE — Amounts due from subsidiaries = - 143,537 171,940
MR B - Dividend receivables = - 8,795 9,048
367,692 289,691 157,240 188,768
cREE Financial liabilities
BATEABRR Financial liabilities at fair value
TRARE: through profit or loss:
—{TEE@MT A — Derivative financial instruments 12,596 6,990 12,596 6,990
REHEKAGTED Financial liabilities measured at
TREE: amortised cost:
- — Trade payables 25,072 17,498 = -
—ERRNERK — Accruals and other payables
Hofth JE 1 5RIE 68,251 56,067 648 739
—RITER — Bank borrowings 33,297 74,000 - -
139,216 154,555 13,244 7,729
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36. CAPITAL MANAGEMENT

The Group's capital management objectives are to ensure
the Group's ability to continue as a going concern and to
provide an adequate return to shareholders by pricing goods
commensurately with the level of risk.

The Group manages the capital structure and makes adjustments
to it in the light of changes in economic conditions and the risk
characteristic of the underlying assets. In order to maintain or
adjust the capital structure, the Group may adjust the amount of
dividend paid to shareholders, issue new shares, return capital
to shareholders, raise new debt financing or sell assets to reduce
debts.

The Group monitors capital on the basis of the debt-to-adjusted
capital ratio. This ratio is calculated as set out in the table below.

The debt-to-equity ratio at the reporting date was as follows:

AEE
Group
—E—=£ T4
2013 2012
AR¥T T AR®EF T
RMB’000 RMB'000
EEN Borrowings
—ne — Current 33,297 57,000
—3ERE — Non-current = 17,000
BRI RIR S R Less: Bank and cash balances (49,551) (49,962)
(BE) BB FE Net (asset)/debt (16,254) 24,038
B Total equity 930,082 767,791
EfEmLL = Debt-to-equity ratio TEA N/A 3.13%
K= {r THR% A KR A 7 TIANDE CHEMICAL HOLDINGS LIMITED e




RECAIERERAT
Tiande Chemical Holdings Limited

BERRIRE BB 125 EBRITHO22F2204AE
Room 2204A, 22nd Floor, Bank of America Tower,
12 Harcourt Road, Central, Hong Kong




	封面
	目錄
	公司資料
	財務摘要及五年財務概要
	主席報告
	董事及高級管理人員之個人資料
	管理層討論及分析
	董事報告
	企業管治報告
	獨立核數師報告
	綜合收益表
	綜合全面收益表
	綜合財務狀況表
	財務狀況表
	綜合現金流量表
	綜合權益變動表
	財務報表附註
	封底

