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Corporate Profile
NGISE] =

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

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

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

total revenue since 2009.

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

basis from time to time.

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

entering into long-term gas supply contracts with customers.
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Corporate Information (continued)
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Management Discussion and Analy5|s
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BUSINESS REVIEW

Last year, the global industrial production and trade remained sluggish and world
economic growth continued to decline slightly, followed by the slowdown in housing
market demand in the first half of 2014. As a result, China’s growth in domestic demand
for industrial products was weak, and the overcapacity situation of China's steel industry
did not improve significantly. Macroeconomic environment is expected to remain flat in

the second half of 2014, while the demands for industrial gases remain stable.

Although the macroeconomic environment remains unstable, as the leader of industrial
gas industry in China, Yingde Gases Group Company Limited (the “Company”, together
with its subsidiaries, the “Group”) has established a solid foundation as a result of many
years of continuous development and professional management. The development of
the Group remained stable in the first half of 2014. During the period under review, our
Group has secured 8 new on-site gas supply contracts which will lay a solid foundation for

the future development of our Group.

As at 30 June 2014, our Group had a total of 61 facilities in operation and 38 facilities
under development. The total installed capacity amounted to 1,681,300 Nm®/hr in terms
of installed oxygen capacity, representing an increase of 25.6% as compared with the
corresponding period last year. During the period under review, our Group sold | 1,207
million Nm?® of industrial gases, representing a growth of 30.6% as compared with the
corresponding period last year. The total sales volume of oxygen products, nitrogen
products and argon products were 5,148 million Nm? 4,790 million Nm? and 107 million
Nm?, respectively. It is expected that the total installed capacity will exceed 2,460,000

Nm?/hr by 2016 upon completion of all facilities under development.
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Management Discussion and Analysis (continued)
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Review of On-site Gas Supply Operation

According to the 2013 SAI Report, based on turnover, our Group achieved a new
milestone and became the largest independent industrial gas supplier in the PRC, and our
major gas products are oxygen, nitrogen and argon. For the six months ended 30 June
2014, the tumnover of our Group's on-site gas operation amounted to RMB3,262 million,
representing an increase of 15.1% as compared with the corresponding period last year.
In addition, pursuant to a supplementary contract between Baotou Yingde and Shenhua
signed in May 2013, we have finalized the total investment cost and the adjusted gas
price which increased our tumover by RMB259 million, cost of sales by RMB 136 million
and gross profit by RMB123 million in the first half of 2013. The adjustment on the total
investment cost was a one-off adjustment (“Shenhua adjustment”). Thus, if we exclude
this adjustment, the increase in turnover of our on-site gas operation would have become

26.7% as compared with corresponding period last year.

On-site gas supply accounted for approximately 88.8% of the turnover of our Group,
mainly contributed by customers from the steel, chemical and non-ferrous metals
industries. In order to secure a stable stream of income, it is our Group's policy to enter
into long-term on-site gas supply contracts including a minimum take or pay clause with

customers selected through stringent process.

Expansion by New Projects
During the six months ended 30 June 2014, our Group has entered into long-term on-

site gas supply contracts which mainly include the following facilities:

Location Industry of Customer
Frgit & BEFRTH

Shandong LI 5 Steel 8]

Shandong LI 5 Steel #8

Shandong LI 5 Steel ##]

Hubei #3t Non-ferrous metal B &% &
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Management Discussion and Analysis (continued)
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Review of Merchant Gas Operation

For the six months ended 30 June 2014, the manufacturing sector remained in the
doldrums with shrinking demand and price from downstream. However, due to the
Group's heavy investment in merchant business in the past years, the turnover of our
Group's merchant gas operation amounted to RMB41 | million, representing an increase
of 16.9% as compared with the corresponding period last year. In addition, as the Group's
on-site business is growing rapidly, it takes longer time for the merchant business to
reach the same growth as on-site business. Therefore, the percentage of merchant sales
accounting for the turnover of the Group remained at | 1.2%. The downtum of the metal
processing industry resulted in a decrease in unit price of oxygen by 9.8% comparing to
the same period last year. Affected by the continuing sluggish photovoltaic market in the
PRC, the unit price of argon decreased by 14.8% as compared with the same period last

year.

FINANCIAL REVIEW

Our Group managed to record stable turnover in the first half of 2014 due to our
extensive market experience and strategy. For the six months ended 30 June 2014,
the total turnover of our Group amounted to RMB3,673 million, representing a 15.3%
increase as compared with RMB3,185 million for the same period in 2013. If we exclude
Shenhua adjustment in the same period last year, the increase in total turnover would
have become 25.5% as compared with corresponding period last year. The increase
was mainly attributable to || additional production facilities commencing operation as
compared with the same period last year which drove the increase in revenue from our
on-site gas supply operation, altthough the growth in gross profit was partially offset by the

decline in merchant unit-price.

The gross profit of our Group for the six months ended 30 June 2014 was RMBI, 153
million, representing an increase of 8.4% as compared with the same period last year.
The overall gross profit margin of our Group for the six months ended 30 June 2014 was
31.4%. If we exclude Shenhua adjustment, the increase in gross profit would have become

22.5% as compared with corresponding period last year.

Our Group recorded a net profit attributable to equity holders of the Company of
RMB407 million.
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Management Discussion and Analysis (continued)
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Turnover A

Our turnover mainly consists of proceeds from the sale of industrial gas products. Our  FMHBATEBEHEE TXRBERNAE
turnover is recognized when our gas products are delivered to the customers' premises B - BAMBAREMNRREMTERR
and such customers have accepted the goods in which we have transferred the related PHrMEMEPEREXERERMNEEES

risks and rewards of ownership. The turnover figures represent the aggregate of the AEmAE R RIEE L RESER - WART
invoiced value of goods sold, net of value-added tax. RIBIEENEHNHEEmERAE

(RMB million) (RMB million)

(AR¥EER) (AR EER)

, 8. A°/o
3185 1,153
1,064
1H2013 1H2014 1H2013 1H2014

The table below sets forth our turnover generated from our on-site and merchant TREIIRIREBEERSHARTERFHR
customers for the periods indicated: BEWA

Six months ended 30 June

HZ6 A30 Blte @AM

2014 2013
RMB’000 (%) RMB'000 (%)
ARBTT (%) AREFT (%)
Turnover WA
On-site 15 3,261,765 88.8 2,833,354 889
Merchant =& 411,452 1.2 352,004 1]
Total et 3,673,217 100.0 3,185,358 100.0
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Management Discussion and Analysis (continued)
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The table below sets out the weighted average unit price of gases sold to our merchant

customers for the periods indicated:

TREFPARBBARMNTERPHEN
RS INFEF I ELLER -
Six months ended 30 June
BZE6A3081E6fEA M
2014 2013
Unit price (RMB/Nm?)

BENER(ARY/ BEIFXK)

Oxygen a% 0.74 0.82
Nitrogen AR 0.66 072
Argon SR 1.38 1.62
Weighted average unit price MEFHEMER 0.82 0.96

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

accordance with the pricing arrangements under the gas supply contracts.

Cost of sales

Our cost of sales mainly comprises utilities, depreciation of property, plant and equipment
used for production, staff costs for our production team and other expenses. Utilities,
mainly consisting of electricity and steam expenses, comprised 81.4% and 82.5% of
our total cost of sales for the six months ended 30 June 2014 and 2013, respectively.
Depreciation and amortization expenses relate primarily to self-owned property, plant and
equipment and intangible assets are calculated on a straight-line basis over their estimated
useful lives. Staff costs mainly relate to salaries, bonuses, benefits and contributions we
pay to our employees or make for the benefit of our employees of our production team.

Other expenses primarily consist of other consumables and repair and maintenance.

Cost of sales increased by 18.8% from RMB2,122 million for the six months ended 30
June 2013 to RMB2,520 million for the six months ended 30 June 2014. If we exclude
Shenhua adjustment in the same period last year, the increase in cost of sales will be
26.9% as compared with corresponding period last year, which is in line with the tumover
growth. Cost of sales as a percentage of tumnover slightly increased from 66.6% for the six

months ended 30 June 2013 to 68.6% for the six months ended 30 June 2014.
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Management Discussion and Analysis (continued)
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Income tax expenses

Income tax expenses increased by 48.7% from RMBI I3 million for the six months ended
30 June 2013 to RMBI68 million for the six months ended 30 June 2014, primarily due
to the increase in profit before taxation and expenses incurred by subsidiaries not yet

profitable are not deductable for enterprise income tax in China.

Liquidity and capital resources

As at 30 June 2014, the total assets of our Group was approximately RMB[8415
million, representing an increase of RMBI,863 million compared to the amount as at 3|
December 2013. The cash at bank and in hand was RMB666 million, representing an
increase of RMB323 million compared to the amount as at 31 December 2013. The
current ratio of our Group was 66.3%. The gearing ratio of our Group which is calculated

as total liabilities divided by total assets was 65.8%.

EBEEWmR DT @

SR ER

S BREmEZ2013F6A30B1L6{EAH
RWARB I3EETIEMN487%EEE 2014
F6HANRILEAMENARKIGBESR
7T EERHRERT TR 0K AR E AR
O FARNX B EEEHNERN R EREHR
BE

RBEEREFER

R2014F6 A308 - AEBREENAARKE
18415B & T tL2013F12A3HEMAR
B1863BET RITRFERERARB 666
BET L2013FNA3IBEMAREI3
BET AEBRBLER663%  AEER
BEBRAEEETENETL R R 658%

Financial resource BB ER
Borrowings &

At 30 June At 31 December
R6RA30H RI12A31H
2014 2013
RMB’ 000 RMB’000
AR®TR AR®TR
Short-term borrowings RHIE R 330,000 100,000
Current portion of long-term borrowings REAETNEIRI S 1,200,989 1,094,579
1,530,989 1,194,579
Long-term portion of long-term borrowings REGEFORBHD 6,753,951 5818610
8,284,940 7,013,189

As at 30 June 2014, the carrying value of assets secured for borrowings was RMB2,530
million (31 December 2013: RMB2,442 million).

R2014F6A308 @ EFERNEERE
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Management Discussion and Analysis (continued)
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Capital Expenditures

Capital expenditures principally comprise expenditures for the construction of
new production facilities and purchase of property, plant and equipment and other
investments. The capital expenditure for the six months ended 30 June 2014 was
RMB 1,005 million, principally comprised expenditures for the construction of new
production facilities, purchase of property, plant and equipment and other investments,

which were financed by a combination of our internal cash flows and bank borrowings.

Interest

We have entered into interest rate swap contracts to achieve a targeted mix of fixed and
floating rate debts. In the interest rate swap contracts, we principally receive interests at
floating rates based on London Interbank Offered Rate and pay interests at fixed rate.
The swaps are designated as cash flow hedge to hedge against changes in the interest

rates of our debt portfolio.

Foreign Exchange

During the six months ended 30 June 2014, our Group had no investments in hedging of
any speculative derivatives. In view of the potential Renminbi exchange rate fluctuations,
our Group will consider arranging for proper financial instruments at appropriate times to

avoid the corresponding risks.

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

interim financial report.

Commitments
Details of the commitments of our Group are set out in note 21 to the unaudited interim

financial report.
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Management Discussion and Analysis (continued)
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HUMAN RESOURCES

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

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

As at 30 June 2014, our Group had 3,804 employees, representing an increase of 19 as

compared with the same period last year.

EXCELLENT MANAGEMENT

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

the best gas supply management and professional services.

INTERIM DIVIDEND
The Directors have not recommended the payment of an interim dividend for the six
months ended 30 June 2014 (six months ended 30 June 2013: Nil).

FUTURE OUTLOOK

Despite the industrial gas market was affected by weakening global economy and
the slowdown of China's economic growth in 2014, particularly with the unstable
performance in the retail market, our Group remains confident in our future performance.
Our Group will closely monitor the market and identify more quality customers. While
maintaining the on-site gas supply business, our Group will adopt a more aggressive
strategy in securing customers in the merchant market so as to generate greater returmns

to the shareholders.
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Review Report
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epnac

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

INTRODUCTION

We have reviewed the interim financial report set out on pages |6 to 49 which comprises
the consolidated statement of financial position of Yingde Gases Group Company Limited
(the “Company") as of 30 June 2014 and the related consolidated statement of profit or
loss and other comprehensive income and statement of changes in equity and condensed
consolidated cash flow statement for the six month period then ended and explanatory
notes. The Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited require the preparation of an interim financial report to be in compliance
with the relevant provisions thereof and International Accounting Standard 34, “Interim
financial reporting”, adopted by the International Accounting Standards Board. The
directors are responsible for the preparation and presentation of the interim financial

report in accordance with International Accounting Standard 34.

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

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

SCOPE OF REVIEW

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

opinion.

YINGDE GASES GROUP COMPANY LIMITED
Interim Report 2014
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CONCLUSION
Based on our review, nothing has come to our attention that causes us to believe that
the interim financial report as at 30 June 2014 is not prepared, in all material respects, in

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

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

4 August 2014
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

N N2z
EHAMEREMES W
for the six months ended 30 June 2014 — unaudited
BZE 20149 6 730 A L6 {8 A HIR — REEX
(Expressed in Renminbi)

(AARBFIR)

Six months ended 30 June

BZ6H30R 16 8RS
2014 2013
Note RMB’000 RMB'000
PifeE AR®T R ARETT
Turnover WA 3,673,217 3,185,358
Cost of sales HEMRAR (2,519,995) (2,121,559)
Gross profit ER 1,153,222 1,063,799
Other revenue and net income HoAth e gs SOFRA 32,751 15,296
Selling expenses HEER (118,604) (97,474)
Administrative expenses EREEA (216,811) (266,887)
Profit from operations RE S 850,558 714,734
Finance income FHEHA 2,605 28071
Finance costs BITERCAR (265,227) (183315)
Share of results of associates i NSIE S (9,561) (7,724)
Share of results of joint ventures JEihEE RREE - (5,358)
Profit before taxation BR %5t A0 7558 578,375 546,408
Income tax PiFH (168,013) (113,039)
Profit and total other comprehensive FHFBERAMBERS RRETE
income for the period 410,362 433,369
Attributable to: BT & F G
Equity shareholders of the Company ARERERFEA 406,888 432,038
Non-controlling interests IR AR R 3,474 331
Profit and total other comprehensive FHFBEREMRS RRERE
income for the period 410,362 433,369
Earnings per share (RMB) BRENAR®T)
Basic HEA 0.225 0239
Diluted e 0222 0239
The notes on pages 22 to 49 form part of this interim financial report. Details of dividends E’] MR B BEREDN

are set out in Note 17(b).

YINGDE GASES GROUP COMPANY LIMITED

Interim Report 2014

SHEFHRKIE170)



Consolidated Statement of Financial Position

R
BSOS R
at 30 June 2014 — unaudited
MR20144F 6 A 30 B — REEEZ
(Expressed in Renminbi)

(AARESIR)

At 30 June At 3| December

2014 2013
2014 F 2013 F
6H30H 12A31H
Note RMB’ 000 RMB'000
FsE AR¥T ARETTT
Non-current assets FREEE

Property, plant and equipment, net ME - BB R R 8 9,755,014 9,400,328
Construction in progress FEITRE 3,022,013 2,551,113
Lease prepayments MEBMFIEA 9 349,145 317,638
Intangible assets EBEE 54,244 56,514
Receivables under finance lease FEY R ER SN 11,948 12,336
Interest in associates i AN 0 T 10 676,394 684,830
Interest in joint ventures NEE R AR 'l 223,550 223,550
Other non-current assets HMIEREEE 12 1,052,336 947,000
Deferred tax assets FIEFIAEE 126,371 87,765
Total non-current assets FRBEELRE 15,271,015 14,281,074

Current assets RBEE
Inventories 75 89,739 68,562
Trade and other receivables JE MK B R % L A e U TR 13 2,182,532 1,792,446
Receivables under finance lease FEM RV EF &R 2,117 2,117
Income tax recoverable R Bl TS HE 17,284 =
Pledged bank deposits BEMRITER 186,890 65,023
Cash and cash equivalents ReRkHAeEEM 14 665,626 342,546
Total current assets REEEALE 3,144,188 2,270,694

Current liabilities REBAE
Borrowings Ak 5 1,530,989 1,194,579
Trade and other payables JEA<F AR 3R S EL A FE £+ IR 16 2,745,553 2,181,696
Obligations under finance lease HEMEAE 332,799 257,081
Income tax payable AN 131,441 109,981
Total current liabilities REBAEAE 4,740,782 3,743,337

FNBEEF4 BAMNMERAT B #RE
AR

The notes on pages 22 to 49 form part of this interim financial report.



Consolidated Statement of Financial Position (continued)

AN
BEHFBARR T @
at 30 June 2014 — unaudited
120144 6 B30 B — RIEEZ
(Expressed in Renminbi)

(AARBFIR)

At 30 June At 3| December

2014 2013
R20145 2013
6H30H 12A31 8
Note RMB’000 RMB'000
PifeE ARBTR ARETT
Net current liabilities REAETE (1,596,594) (1472,643)
Total assets less current liabilities EEAERRBAR 13,674,421 12,808,431
Non-current liabilities FRBEE
Borrowings EE 15 6,753,951 5818610
Obligations under finance lease MEHERE 491,634 633,788
Other non-current liabilities HiIERBaE 46,848 51,020
Deferred tax liabilities EEHIBRE 76,542 75245
Total non-current liabilities FRBREAE 7,368,975 6,578,663
Net assets EERE 6,305,446 6,229,768
Capital and reserves EXREE
Share capital & 12 12
Reserves & 6,202,326 6,124,667
Total equity attributable to equity FATEREEARGESZAE
shareholders of the Company 6,202,338 6,124,679
Non-controlling interests FERRRER 103,108 105,089
Total equity R 6,305,446 6,229,768
Approved and authorised for issue by the board of directors on 4 August 2014. EEEN0145F8 A4 BBLERKRETE
Zhongguo Sun Zhao Xiangti
Zhongguo Sun IR
Director Director
EZ EF
The notes on pages 22 to 49 form part of this interim financial report. FNAEEFYENMT R HRBERED

ARPKER D ©
YINGDE GASES GROUP COMPANY LIMITED
Interim Report 2014



Consolidated Statement of Changes in Equity
SR EREBE

for the six months ended 30 June 2014 — unaudited
BZE 20145 6 A 30 B 1L 6 8 A HIR — RIEEZ
(Expressed in Renminbi)

(AARESIR)

Attributable to equity shareholders of the Company
ARAERRA AR

Non-
Share  Statutory Other  Retained controlling

Share capital ~ premium reserve reserve eamings Total interests  Total equity
IR

Bx BRDEE ATREE Ak RERT B BRES  ESEE
Note ~ RMBOO0 ~ RMBO00  RMBOOO  RMBOOO  RMBOOO  RMB'000  RMBO0O  RMB'O0O
i ARMTR ARMTT ARETT ARRTT ARETR ARETR ARETT ARETR

At | January 2013 R0BEIAIA 12 2983818 49109  (354229) 2365288 5485979 61,172 5547151
Total comprehensive Al aNREE
income for the period = = = = 432,038 432,038 1,331 433,369
Dividends approved in BHLERED
respect of the EERRE
previous year 170) - - - - s o) - )
Capital contribution FERRRTE
from a non-controling
Shareholder = = = = = = 2,001 2,001
ffect on equity arising KEHBARES
from the acquisition of MERy 2
non-controling interest = = = = = = 10201 10201
At 30 June 2013 R201356A30R 12 2983818 49109  (354229) 2526301 5646992 74705 5721697
The notes on pages 22 to 49 form part of this interim financial report. EFNEEF9ENN T RAP BRI BERSE
AR
BERBEERRAA
2014 IR G



Consolidated Statement of Changes in Equity (continued)

RSB R®

for the six months ended 30 June 2014 — unaudited
BZE 20149 6 730 A L6 {8 A HIR — REEX
(Expressed in Renminbi)

(AARBFIR)

Attributable to equity shareholders of the Company

AR ARBEBARS
Non-
Share  Statutory Other  Retained controlling
Share capital  premium reserve reserve earnings Total interests Total equity
FER

Bx  Bta® tEwk  Rthe  RERN i BRREz RR4B
Note ~ RMB'000 ~ RMB'000  RMB'000  RMB'000  RMB'O00  RMB'000  RMB'000  RMB'000
W ARMTR ARMTR ARRTR ARRTR ARMTR AR%TR ARMTR ARETR

At I January 2014 RWI4EIA IR 12 2983818 621877 (352400) 2871372 6,124,679 105089 6,229,768
Total comprehensive Al aNREE

income for the period - - - - 406,888 406,888 3474 410,362
Fffect on Share IR

Allotment Scheme - - - 3,122 - 3,122 - 3,122
Dividends approved in BB LEEN

respect of the BERRE

previous year 17(b) - - - - (329297)  (329297) - (329297)
Acquisition of a WS ERRR

non-controling

shareholder - - - (3,054) - (3,054) (5,455) (8,509)
At 30 June 2014 R014F6A30A 12 2983818 621877  (352332) 2948963 6,202,338 103,108 6,305,446
The notes on pages 22 to 49 form part of this interim financial report. EFNEEFVENNTRARTHABRED

ABRER S ©

YINGDE GASES GROUP COMPANY LIMITED
Interim Report 2014



Condensed Consolidated Statement of Cash Flows

S HIRERER

for the six months ended 30 June 2014 — unaudited
BZE 20145 6 A 30 B 1L 6 8 A HIR — RIEEZ
(Expressed in Renminbi)

(AARESIR)

Six months ended 30 June

BZE6HA30R16fEA S
2014 2013
RMB’000 RMB'000

AR®T R ARETT

Net cash generated from operating activities BRGNS HE 292,284 454,184
Net cash used in investing activities REEBAMANREFE (1,102,749) (1,201,093)
Net cash generated from financing activities MEEEEHIREFE 1,128,924 681,748
Net increase/(decrease) in cash HekBSZBMEM
and cash equivalents CRA )38 318,459 (65,161)
Cash and cash equivalents as at | January RIAIBReERREEEY 342,546 846,600
Effect of foreign exchange rate changes HNEE R BB 2 4,621 (3,128)
Cash and cash equivalents as at 30 June ReA30BRERREEEY 665,626 778311
The notes on pages 22 to 49 form part of this interim financial report. EFNEEFYVENMTRETHABRED
AR
BEREREEEERAA
2014 F R H /&



Notes to the Unaudited Interim Financial Report

AEBEX PR E

(Expressed in Renminbi)

(AARBFIR)

| CORPORATE INFORMATION I
Yingde Gases Group Company Limited (the “Company") was incorporated in the
Cayman Islands on 25 September 2007 as an exempted company with limited
liability under the Companies Law, Chapter 22 (Law 3 of 1961, as consolidated
and revised) of the Cayman Islands. The Company and its subsidiaries (the “Group”)
are principally engaged in the production and sales of industrial gases in the
People's Republic of China (the “PRC"). The Company's shares have been listed
on the Main Board of The Stock Exchange of Hong Kong Limited since 8 October
2009.

2 BASIS OF PREPARATION 2
This interim financial report has been prepared in accordance with the applicable
disclosure provisions of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited, including compliance with International
Accounting Standard 34, “Interim financial reporting”, (“IAS 34") adopted by the
International Accounting Standards Board (“IASB"). It was authorised for issue on 4
August 2014.

The interim financial report has been prepared in accordance with the same
accounting policies adopted in the 2013 annual financial statements, except for the
accounting policy changes that are expected to be reflected in the 2014 annual
financial statements. Details of any changes in accounting policies are set out in

note 3.

At 30 June 2014, the Group's current liabilities exceeded its current assets by
RMB1,596,594,000, which includes borrowings repayable within one year of
RMBI,530,989,000. In preparing the interim financial report, the directors have
considered the Group's sources of liquidity and believe that adequate funding
is available to fulfill the Group's short-term obligations and capital expenditure
requirements. Accordingly, the interim financial report has been prepared on a

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

YINGDE GASES GROUP COMPANY LIMITED
Interim Report 2014

NEER
RERESREAERARIARAR DR
20079 A 25 BRBREHSENIE2
B (IR A RIEFTH 1961 FE=50AH)
AEEERSRSEMK I AR EER
BEAERR s ARBREMBRBIAT
ABAIAEE ) EZHEPEARKN
B(HPBEDREIERBEERBE
ARBRRMHBER 20005 10 A8 BERE
BERSMARARER LM

REBEE

AP ERERBRKEARER S
FIERARES EMRADERNEE
HIE  UHEER S ENBREGRMA
KB & 5 RS 345%) — [ BB 75
WEIORTERE - AP BRER
20149 8 A4 BERETE -

HEI B RS RIBIRE 2013 FFENH
BEERN ST RRER - MBEE R
V0I4FFEHBRERP RS HECR
BRI - ZZSHBRNEDFER
PABHEES

AEBR0I4FcANANRS AR
LB EEZ AR 1,596,594,000 7T -
EhBE—FRIPGHERARE
,530,989,000 7T © 1E #R 2 HABA 5 i
B EFEZRAEEMNRHEER
R URRAEBERANESRERE
HEBEREARIEE - it - A
B RARE B A LSS B S R ER

LR



Notes to the Unaudited Interim Financial Report (continued)

2N

BASIS OF PREPARATION (continued)

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

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

The interim financial report contains condensed consolidated financial statements
and selected explanatory notes. The notes include an explanation of events and
transactions that are significant to an understanding of the changes in financial
position and performance of the Group since the 2013 annual financial statements.
The condensed consolidated interim financial statements and notes thereon do not
include all of the information required for full set of financial statements prepared

in accordance with International Financial Reporting Standards (“IFRSs™).

The interim financial report is unaudited, but has been reviewed by KPMG in
accordance with Hong Kong Standard on Review Engagements 2410, “Review
of interim financial information performed by the independent auditor of the
entity”, issued by the Hong Kong Institute of Certified Public Accountants. KPMG's
independent review report to the board of directors is included on pages 14 and
5.

The financial information relating to the financial year ended 31 December
2013 that is included in the interim financial report as being previously reported
information does not constitute the Group's annual financial statements prepared
under IFRSs for that financial year but is derived from those financial statements.
The Group's annual financial statements for the year ended 31 December 2013
are available from the Company's registered office. The auditors have expressed
an unqualified opinion on those financial statements in their report dated 18 March

2014.
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(Expressed in Renminbi)
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Notes to the Unaudited Interim Financial Report (continued)

&

REZTHIBREN @

(Expressed in Renminbi)

(AARBFIR)

3

NEW AND REVISED IFRSs

The IASB has issued the following amendments to IFRSs and one new
Interpretation that are first effective for the current accounting period of the

Group.

- Amendments to IFRS 10, IFRS 12 and IAS 27, Investment entities

- Amendments to IAS 32, Offsetting financial assets and financial liabilities

- Amendments to IAS 36, Recoverable amount disclosures for non-financial

assets

= Amendments to IAS 39, Novation of derivatives and continuation of hedge

accounting

- [FRIC 21, Levies

The Group has assessed the impact of these amendments and the new
interpretation and concluded that the adoption of them has no significant impact

on the Group's result of operation and financial position.

The Group has not applied any new standard or interpretation that is not yet

effective for the current accounting period.

SEGMENT REPORTING

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

decisions. Accordingly, no segment information is presented.

YINGDE GASES GROUP COMPANY LIMITED
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Notes to the Unaudited Interim Financial Report (continued)
AR EI S 3R & e a0

(Expressed in Renminbi)

(AARESIR)

5  PROFIT BEFORE TAXATION 5 BRBLATAE
Profit before taxation is arrived at after charging/(crediting): BREAIFBEE IR (GTA)
Six months ended 30 June
BZ6A30AL6EAHA
2014 2013
RMB’000 RMB'000
ARBTR ARETT
(@)  Finance (income)/costs: @ BN,
Interest income FEHA (1,871) (7315)
Finance income on receivables under finance lease e R EEE TR E WA (734) (777)
Total interest income M EM ARG (2,605) (8,092)
Foreign currency exchange gain B 5 Mz - (19,979)
Finance income BFEUIA (2,605) (28071)
Interest on borrowings DS, 283,715 256,798
Finance charges on obligations under HENEEENREER
finance lease 28,410 23,775
Total interest expenses FE X H4EsT 312,125 280,573
Less: borrowing costs capitalised A BRERBFBR (81,334) (97,258)
230,791 183,315
Foreign currency exchange loss BE 5 1Bk 31,378 =
Loss on remeasurement of BT T AMNER
derivative financial instruments 3,058 -
Finance costs B BEAK A 265,227 183315
262,622 155,244
Borrowing costs have been capitalised B AZ A TR B A,
at the following rates:
Capitalisation rate (per annum) BERELE(GE) 5.5%-8.1% 5.5%-8.1%
BEREREEEERAA
2014 FHHI R &



Notes to the Unaudited Interim Financial Report (continued)

ARAET % P I 3 5 Bt 0

(Expressed in Renminbi)

(AARBFIR)

5  PROFIT BEFORE TAXATION (continued)

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

5 BRBLATFIE (@)

BREAIFIBEE MR, GEA) () :

Six months ended 30 June

BZE6A30B1L6fE A/
2014 2013
RMB’000 RMB'000
AR®TR ARETT
(b)  Other items: (b) HfEA
Utilities NGEE- G
— Electricity -EE 1,696,087 1,371,040
— Steam —#&A 319,261 380,098
Depreciation nE 331,677 221,757
Amortisation g
— Land lease premium —HEBNFIA 3,330 3218
— Intangible assets — R EE 2,407 2,577
Staff costs BIRA 216,021 220036
Operating lease charges: minimum lease REMEER - RIEHE
payment (land and buildings) FE(THREE) 8,279 8,068
Net loss on disposal of property, HEME - BER
plant and equipment REOBRFE 73 40
Impairment losses on trade and other receivables FEUS R TR & E At
FEUCHIE R (B2 8,464 25234
6 INCOME TAX 6 5%
Six months ended 30 June
BZE6A30H1E6fEA MM
2014 2013
RMB’ 000 RMB'000
ARBTR ARETT
Provision for PRC income tax during the period AER B S T ER 205,322 157,789
Deferred tax EAER A (37,309) (44,750)
168,013 113,039

YINGDE GASES GROUP COMPANY LIMITED
Interim Report 2014



Notes to the Unaudited Interim Financial Report (continued)

2N

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

and BVI.

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

periods.

The provision for current PRC income tax is based on a statutory rate of 25%
(six months ended 30 June 2013: 25%) of the assessable profit as determined
in accordance with the relevant income tax rules and regulations of the PRC. In
addition, pursuant to the relevant documents issued by the state and local tax
bureau of the PRC, certain of the Group's subsidiaries operating in the western

developing region of the PRC are granted the preferential tax rate of 15%.

EARNINGS PER SHARE

(@)  Basic earnings per share
The calculation of basic earnings per share for the six months ended 30 June
2014 is based on the profit attributable to ordinary equity shareholders of
the Company for the six months ended 30 June 2014 of RMB406,888,000
(six months ended 30 June 2013: RMB432,038,000) and the weighted
average number of 1,806,830,000 ordinary shares (six months ended 30
June 2013: 1,806,830,000 ordinary shares) during the period.

(b)  Diluted earnings per share
The calculation of diluted earnings per share is based on the profit
attributable to ordinary equity shareholders of the Company of
RMB409,903,000 (six months ended 30 June 2013: RMB432,038,000) and
the weighted average number of ordinary shares of 1,848,383,853 shares
(six months ended 30 June 2013: 1,806,830,000 ordinary shares) during the

period, calculated as follows:

A% P HA B A o B R

(Expressed in Renminbi)

(AARESIR)

Frig%t (@)
REHSHERRBRLAHENHAK
RE  AEBESINEMRERER
EBEXESHMEH

AEERAH R ARMPHL BENERE
ERREBBNERTA - SHBAR
MERMEH -

BEPEMETAABRARATE - 25
Hh B P 15 751 A2 12 B AR A )R A9 25% (X
Z£013F6A308 k6@ A HME : 25%)
EEMELTE o Jtoh - REER K5
HEHEARAOERGD - XEEET
MEBRRMATERALIAREDRER
5% BB o

BREF

@ BREKXEF
B Z2014F6A308 LL6fE A H
A SREFBIREAR A
TEREZFAEABGREA
R # 406,888,000 7C(& £2013F
6R30B EeE AR : AR
432,0380007T) * ARBIZE 20145
6 A 30 B 16 & A B 89 nn#EF 5
AR E 1,806,830,000 % (B =
2013F6A308 [L618 A HA M
1,806,830,000 A% & AR ) 5T & ©

b)) BREFRF
FREERMERERAARLR
BEZFEAEARGIEARE
409,903,000 7T(BZE 20135 6 A30H
1E6fE A AR « A R #432,038000
) AR METHELBERK
1,848,383,853 % (Bl £ 2013456 A
308 1k 618 A BRI « 1,806,830,000
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Notes to the Unaudited Interim Financial Report (continued)

ARAET % P I 3 5 Bt 0

(Expressed in Renminbi)

(AARBFIR)

7  EARNINGS PER SHARE (continued)

()

7 BREAN@E
(b)  Diluted earnings per share (continued) (b)) BREFRF(E
Profit attributable to ordinary equity shareholders of the Company () FRAEBERERIFEAE
(diluted) 178 (#E)
Six months ended 30 June
BZE6A30H1E6fEA MM
2014 2013
RMB’000 RMB'000
AR®TR ARETT
Profit attributable to ordinary equity shareholders — EBAEZRFFE A
FEI5FIE 406,888 432,038
After tax effect of fair value gain on the warrants RBEZAEE
2zt (B (107) -
After tax effect of expenses recognised on W inBe 5t 21 MR
the Share Allotment Scheme BR(TiR) 3,122 -
Profit attributable to ordinary equity TRRERREA
shareholders (diluted) FEAE R (#58) 409,903 432,038

(i)

(i)

Weighted average number of ordinary shares (diluted)

(i) BERNEFIHE (#E)

Six months ended 30 June

BZ6HA30AL6EAHA

2014 2013

Weighted average number of ordinary 6 A 30 BE@Ek
shares at 30 June EFEHEE 1,806,830,000 ,806,830,000
Effect of exercise of warrants RIRER TR E 18,953,853 =

Effect of Share Allotment Scheme (Note |8) R BB Bl 2

(HzE18) 22,600,000 -

Weighted average number of ordinary 76 A 30 BE iR
shares (diluted) at 30 June METHEE (#E 1,848,383,853 1,806,830,000

The effect of the convertible notes was not included in the calculation

of diluted earnings per share because they are anti-dilutive for the six

months ended 30 June 2014.

YINGDE GASES GROUP COMPANY LIMITED
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Notes to the Unaudited Interim Financial Report (continued)

2N

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2014, the additions of property, plant
and equipment (including transferred from construction in progress) of the
Group amounted to RMB686,920,000 (six months ended 30 June 2013:
RMBI,936,980,000). ltems of property, plant and equipment with net book value
of RMB557,000 were disposed of during the six months ended 30 June 2014 (six
months ended 30 June 2013: RMB321,000).

As at 30 June 2014, the Group was in the process of applying for the ownership
certificate for certain buildings with an aggregate net book value amounted to
RMB177,814,000 (31 December 2013: RMB182,587,000). The directors of the
Company are of the opinion that the Group is entitled to lawfully and validly

occupy and use of the above mentioned buildings.

Certain of the Group's leased plant and machinery and construction in progress
are considered as being held under finance lease. Net book value of plant and
machinery held under finance lease and construction in progress held under
finance lease as at 30 June 2014 were RMBI, 131,624,000 and RMB333,916,000 (31
December 2013: RMBI, 185,924,000 and RMB333,916,000) respectively.

LEASE PREPAYMENTS

Lease prepayments comprise interests in leasehold land held for own use under
operating leases located in the PRC with the carrying amount of RMB349,145,000
as at 30 June 2014 (31 December 2013: RMB317,638,000).

A% P HA B A o B R

(Expressed in Renminbi)

(AARESIR)

ME  BERSZE

BZE2014F6A30A6EAHM - K
SEFENE  BELRABEEOBERE
BIREA)AARE 686920000 7T (&
ZENI13F6A30RBIL6EARE: AR
#1,936980,0007T ) & E20145F 6 A
0B E6EAMME  KEFEAARE
557000 TR - BERRBEERE
(HZE2013F6A308 -6fd AHM :
AR 321,0007T) °

R2014F6 A308 + AEBIEEHER
ERMAEZENE TEENREFERT
B AR 1778140007T(20134F 12 A 3
H: AR 1825870007T) ° NRARE
ERR FEEREAERBRIERR
FRUALFHLEE -

AEEAENETHE  #ERER
ITREERARERAEAXKA -
R2014F6A30B UBEHREH
AFENRE BERUBRERE
FRABENERIBRNEEFEED
Bl A AN RE1316240007T kAR
3339160007L(2013F 2 A31 B : AR
% 1,185,924,000 7T & A & #333916,000

JT) °

HEFRNIE

R2014F6A308 HE BN KB
BREREHEETHIEEANETE
HETHEZ REEEAARY
349,145000(2013F 12 A31B : AR
#317,6380007T) °

EEgEBEEEERAQT
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REZTHIBREN @

(Expressed in Renminbi)

(AARBFIR)

10

INTEREST IN ASSOCIATES

REE D ENER

At 30 June At 3| December
Re6A30H mI12A31H
2014 2013
RMB’000 RMB'000
AR®TR ARETT

Share of net assets JE(FEE

676,394 684,830

The following list contains the particulars of associates, all of which are unlisted

corporate entities and established in the PRC:

AE MR A REF B AFE L
mAR - 2T :

Particulars of The

Place of issued and Group’s
incorporation paid up effective Principal
Name of associate and operation capital interest activities

Rk  BRTNHRE AEE
BHENTEH E BXERE AXMER FEEK

RMB’ 000
ARBTR

Anyang Zhongying Fertilizer Co,, Ltd. PRC 490,000 37% Production and sale of
chemical products
L5 RICIEER AR R HENRBECTER
Gansu Hongsheng New Energy Co., Ltd. PRC 666,670 45% Under construction of
chemical plant
HERAHERERAR PR R TR
China National Air Separation Plant Co., Ltd. PRC 50,000 30% Manufacturing and sale of air
separation equipment
REZEDREERAF R =N RENRIENHE
Xing'an Meng Wulan Tai'an Energy Chemical PRC 392,157 49%  Under construction of coal
Co, Ltd. chemical plant
BB SHERLERCIBEREERR R FERRC TR

All of the above associates are accounted for using the equity method in the

consolidated financial statements.

YINGDE GASES GROUP COMPANY LIMITED
Interim Report 2014
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(Expressed in Renminbi)

(AARESIR)

INTEREST IN JOINT VENTURES I REEQRNES
At 30 June At 3| December
Re6A308 RI12A318
2014 2013
RMB’ 000 RMB'000
AR%TRT AR¥FTT
Share of net assets I FEE 223,550 223,550

Details of the Group's interest in the joint ventures, which is accounted for using

the equity method in the consolidated financial statements, are as follows:

ARERG SR AMESZESACA
AHRBRE - HBENT

Particulars of The
Place of issued and Group’s
incorporation paid up effective Principal
Name of joint venture and operation capital interest activities
RIKk  EBRTNHE BN
RELNEER E BXERE AXMER FEEK
UsD’000
EnFr
Shandong Bositeng Chunye Co., Ltd. PRC 47,025 40% Under construction of
chemical plant
IWRBHEEXERAF R FERIE TR
Cangzhou Xuyang Chemical Co,, Ltd. PRC 83,683 56% Under construction of
chemical plant
BB E TRRAE] B FRIC TR
BEREREEEERAF
2014 F R R &
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(Expressed in Renminbi)

(AARBFIR)

12

T P H S PR 0

OTHER NON-CURRENT ASSETS 12 HttFrRBEE
At 30 June At 3| December
R6A30H mI12A31 8
2014 2013
RMB’000 RMB' 000
AR®TR ARETT
Prepayment for property, plant and equipment ERE G E
and land use right 3 E AR TR 35R
— an associate VNG 24,007 -
— third parties =Vl 787,083 765,571
Value-added tax recoverable EEER T 216,519 156,702
Other investment in equity securities HiRIERE 24,727 24727
1,052,336 947,000
TRADE AND OTHER RECEIVABLES 13 FEBORRR H B YRR
At 30 June At 3| December
R6A30H RI12A318
2014 2013
RMB’000 RMB'000
AR®TR ARETT
Trade receivables MR 1,398,549 950014
Bills receivable e 264,017 292,339
Less: allowance for doubtful debts B RIRER (69,303) (60,839)
1,593,263 1,181,514
Deposits and other receivables e REMEYIE
— an associate —HE N A] 18,693 46,193
— third parties -%=h 570,576 564,739
2,182,532 1,792,446

YINGDE GASES GROUP COMPANY LIMITED
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13

Notes to the Unaudited Interim Financial Report (continued)
B2 R B 7S R o P R

(Expressed in Renminbi)

(AARESIR)

TRADE AND OTHER RECEIVABLES (continued) 13 FEWRN R H b FE W RKIR ()
Included in trade and other receivables are trade receivables and bills receivable (net JRE W B 35 e L Ath R W SR IR BL R DA TS PR LR
of allowance for doubtful debts) with the following ageing analysis: RRRERRE (MR RRERER) &
A 25T -
At 30 June At 3| December
R6A30H mI12A31 8
2014 2013
RMB’ 000 RMB'000
AR®BTR ARETT
Neither past due nor impaired BARBEEAFERE 797,306 852,887
Less than | month past due BEHTEA—EA 103,067 80,955
| to 3 months past due BH—Z==EA 180,553 84,259
More than 3 months but less than |2 months past due BH="EAZ+=EA 453,689 163413
More than 12 months past due BT EANE 58,648 .
Amounts past due BHEE 795,957 328,627
1,593,263 [,181514
The credit terms for trade receivables are generally 30 to 45 days. The bills EREREREESH R A30E45H - [E
receivable are normally due within 180 days from the date of issuing. WEE—RBEFRZARL 180 BRI -
CASH AND CASH EQUIVALENTS 14 BRERAEEEY

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

hand.

The Group's cash and bank balances in the PRC amounted to RMB506,209,000
as at 30 June 2014 (31 December 2013: RMB264,723,000). RMB is not a freely
convertible currency and the remittance of funds out of the PRC is subject to the

exchange restriction imposed by the PRC goverment.

AHMBRRARLERGHRERER
FHRE LR FEYRRITHERLR

AN
E e

AEBER2014F6A30BEF MR
® RRITER R AR 506209,0007T
(2013F 12831 B : AR¥ 264723000
L) ARBYARITEHBERNE
% BESENPEAZTRABNER
HISNE E PR

EEgEBEEEERAQT
2014 £ HIIR &
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(Expressed in Renminbi)

(AARBFIR)

I5 BORROWINGS

(@)  The borrowings comprise:

15 B

@ BRERE:

At 30 June At 3| December
R6RA30H R12A31 A
2014 2013
RMB’000 RMB'000
AR®TR ARETT
Short-term borrowings RHEER 330,000 100,000
Current portion of long-term borrowings REAE SRV BIERER 1,200,989 1,094,579
1,530,989 [,194,579

Non-current portion of ROERNRHD D
long-term borrowings 6,753,951 5818610
8,284,940 7013,189

(b)  The borrowings were repayable as follows: (b) fEREZHRNT :

At 30 June At 3| December
Ré6HA30H RI12A31 A
2014 2013
RMB’000 RMB'000
AR®T ARETT
On demand RENRER 233,012 274525
Within | year —FR 1,297,977 920,054
After | year but within 2 years —FRERFA 1,122,843 1,065,989
After 2 years but within 5 years MERBRFRA 5,450,608 4618621
After 5 years hF’ 180,500 134,000
8,284,940 7013,189

YINGDE GASES GROUP COMPANY LIMITED
Interim Report 2014
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AREEZTHMBRENZ @

(Expressed in Renminbi)

(AARESIR)

BORROWINGS (continued) 15 fER(E)
(c)  The borrowings were secured as follows: () BEREMERWOT :
At 30 June At 3| December
Re6A30H RI12A318
2014 2013
RMB’000 RMB'000
ARMF T ARBTT
Bank loans RITER
~ secured —HiEH 2,176,713 1,487,116
— unsecured —EIR 2,296,821 1,729,374
Other loans HiE®
~ unsecured — R 171,500 190,500
Medium-term notes REIZE
— unsecured —EH 877,448 877,424
Senior notes (Note (e)) BEZE(FEE ()
— unsecured —EIR 2,600,342 2,575,245
Convertible notes and warrants (Note (f)) AlERESRREE GEE®N)
~ unsecured — R 162,116 153,530
8,284,940 7,013,189
(d)  The carrying value of assets secured for borrowings were as follows: (d FEXERNEERAEEDT
At 30 June At 3| December
ReA30H RI12A31H
2014 2013
RMB’ 000 RMB'000
AR¥TR ARBTT
Property, plant and equipment ER G 2,003,813 2,061,090
Construction in progress TR 335811 242,805
Lease prepayments MERNTIEA 106,273 106,668
Trade and other receivables JE W AR 31 I EL At FE U 3R 1B 84,326 31,140
2,530,223 2,441,703
BERBEERRAA
2014 £ R HI R &
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(Expressed in Renminbi)

(AARBFIR)

I5 BORROWINGS (continued)

(e)

Senior notes:

One subsidiary of the Company issued senior notes of aggregate amount
of USD425,000,000 in April 2013 (the “Senior notes”), which will be due in
2018.

The Senior notes bear interest at 8.125% per annum, payable semi-annually

in arrears.

As at 30 June 2014, the Senior notes were guaranteed by the Company and
5 subsidiaries of the Company registered in Hong Kong and the BVI. The
guarantee will be released upon the full and final payments of the Senior

notes.

The Senior notes are subject to the fulfilment of covenants relating to
limitations on indebtedness and certain transactions of the Group, as are
commonly found in issue of corporate bonds. The Group regularly monitors
its compliance with these covenants. As at 30 June 2014, none of the

covenants relating to the Senior notes had been breached.

Convertible notes and warrants:

On 24 November 2013, the Company and China Development Bank
International Investment Ltd. (“CDB International”) entered into an
investment agreement whereby the Company agreed to issue and
CDB International agreed to subscribe for (i) the principal amount of
USD25,000,000 (approximately equivalent to RMB153,312,500) 8% coupon
convertible notes, which could convert to approximately 22,024,148 shares,
due 2015; and (i) at nil consideration, 18,953,853 warrants exercisable
to purchase ordinary shares of USD0.000001| each in the capital of the
Company. The above convertible notes and warrants were issued on 2

December 2013.

YINGDE GASES GROUP COMPANY LIMITED
Interim Report 2014
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e
(e)

k(1)
BERE:
Anal—KEBRBR2013F4A
B 977 #{8 425,000,000 LK) B
AEBR(BERE])  BLEX
ZIER 2018 FEIH -

BEZEBEFE 58.125%
=R

gue

R2014F6A30H  BLEBELEE
BHRARARSKREBNERR
LTEE M KK B A R R
ER- BREREEENART
RSB N ELBERRER

o

¥

BEZRBESAERARTHA
EE%%&%$ﬁ%m@ﬂm¥
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308 AEBWEEREMERE
FEBRB M o

AR E S RRAEE
2013F 11 B248 « A A HEE
AER&KEEER L A(TERFE
B DET —IBRE W - B
ARRABEETRERBEBRRE()
RE KRS 5250000005 TT(HE
B AR B 153312,5007T ) 22015
FHHENERER (DN ATHE
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(Expressed in Renminbi)

(AARESIR)

16 TRADE AND OTHER PAYABLES l6 ERRRREMESRE

At 30 June At 3| December
Re6A30H mI12A31H
2014 2013
RMB’000 RMB' 000
AR®BTR ARETT

Trade payables FET AR X 44,627 57272
Bills payable IANES 509,724 313,555
Payable for property, plant and equipment ) E R =SB AN 1,151,393 ,192,465
Dividends payable to equity shareholders of the Company BRI AR BliEmFFE AR E 329,297 =
Amounts due to an associate HRE NI/ 270,000 270,000
Amounts due to a joint venture EfIEEREFHIEA 93,528 93,528
Advance from a non-controlling shareholder Lh”ﬁlﬁ%fiﬁ?ﬂi X

through acquisition IR R A SR 7,525 3,762
Accrued expenses and other payables FERE M KA MR 336,557 246,061
Derivative financial instruments fTEEMIA 2,902 5053
2,745,553 2,181,696

BERBEERRAA

2014 F R H /&
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(Expressed in Renminbi)

(AARBFIR)

|7 DIVIDENDS 17 KRB
(@) Dividends payable to equity shareholders attributable to the interim (@)
period

The directors have not recommended the payment of an interim dividend
for the six months ended 30 June 2014 (six months ended 30 June 2013:
Nil).

(b) Dividends payable to equity shareholders attributable to the previous (b)

financial year, approved during the interim period

FHUENTREFEANKRE

EEREAERBRERZE014F6
A308 E6fE A B A F EfR &
(B ZE2013F6A30H [L6ff A H

f{:F)e

RSB ARENENS TESR
BREANE-EAMBEFERS

Six months ended 30 June

BZEe6A30H 16188 HE
2014 2013
RMB’ 000 RMB'000

ARBTR ARETT

Final dividend in respect of the previous financial RBEE T ERERR N AL EFE
year approved during the following interim period, ~ REAIRE + B EEAR
of RMBO. 18 (six months ended 30 June 2013: AREO.I8TL(BE
RMBO.15) per ordinary share 20136 A30B1E61EA
A AR¥0.157T)

329,297 271,025

A final dividend of RMBO.18 per share totalling RMB329,297,000 in respect
of the year ended 3| December 2013 was approved at the annual general

meeting held on 9 May 2014 and would be paid in September 2014.

YINGDE GASES GROUP COMPANY LIMITED
Interim Report 2014
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2N

SHARE ALLOTMENT SCHEME

Pursuant to the Company's board resolution dated 8 July 2013 (“Adoption Date™),
the Company adopted a share allotment scheme (“Share Allotment Scheme”) to
recognise the contributions by certain employees and to give incentives for them
to work with commitment towards enhancing the value of the Company and its
shares for the benefit of the shareholders, and to attract high caliber personnel for
further development of the Group. On the same date, the Company entered into

a trust deed with KCS Trust Limited (“Trustee”) for the Share Allotment Scheme.

In October 2013, in accordance with the terms and conditions of the Share
Allotment Scheme, the Company lent loans of HKD 158,878,000 (approximately
equivalent to RMB125,974,000) and allotted 22,600,000 shares to the Trustee
at an issue price of HKD7.03 per share (represents a discount of approximately
5% to the average closing price of the share for the last 30 trading days prior to
the determination of issue price). The Trustee subscribed the shares allotted on
behalf of the trust and settled the subscription amount out of the loans from the
Company accordingly. The shares allotted represent approximately 1.24% of the
total issued share capital of the Company immediately upon the completion of
the allotment. The Trustee will hold the shares allotted in trust for those selected
employees of mid-and-senior-level management of the Company ("“Participating

Employees”) until such shares allotted are vested.

The shares allotted held by the Trustee shall be fully vested by the Participating
Employees on the tenth anniversary of 16 September 2013 (the date of final
approval by the board of the number of shares to be allocated to the Participating
Employees) provided that the Participating Employees remain at all times after 16
September 2013 till vesting date an employee and subject to the full repayment of

the outstanding loan amounts relating to the relevant shares allotted.

(Expressed in Renminbi)

(AARESIR)

R B E
BIEARDE2013FE7A8B(HEMHA ]
MEZERER - AR AIEMBRMDAHE
2 UEFETREMBNERE
BERDRIRAARA B EBEMBRERE
MBHNIIE URAREERE— P
BWRSIEHEAT - BA - RATFEEKCS
Trust Limited([ 255 A 1) T3 BERABRAD iR
BBl 25728 -

R013FI0A - REROEZEE 2
ERR GG RATRZTAELES
8 /158,878,000 L ) & (K1 1E & 1
AR¥ 1259740007 ) * WIREITES
M B 25 1% 19 7.03 78 T (R 3R 1B ) B 2 A%
A 3RE B 8BAT = R D T 8 5%
T8 ) o 35 22,600,000 BR AR 17 © E I -
RRAACAGATHRB TRERY
WRARANRANEREERESRE -
BB R M EANA R RBERETHETHKE
ERITIRABEEL 124% - XFEAE
ARAAREENAL TR RREEE
R(28EB DFERERD - EEHX
EREROHEBAL -

REARANERBRMER 201359 A
cH(EZERAUERRER2 LR
Bmkias ) ZAEE+ASFH
KeEREN2EES  AIRE2HRE

RS - BEEFMEERNHNZHTER
AR o

EEgEBEEEERAQT
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(Expressed in Renminbi)

(AARBFIR)

SHARE ALLOTMENT SCHEME (continued)
The Share Allotment Scheme shall terminate on the thirteenth anniversary date of

the Adoption Date.

The Company accounts for the fair value of the shares allotted as an expense over
the ten-year period with a corresponding increase in equity. The shares allotted are
treated as treasury shares and no loan receivable from the Trustee is recognised

until vesting of the Share Allotment Scheme.

18

RO EE & (8
B EEAEBNRBBEEET=RF
Z BRI -

ARAIFEBEBRHODAEEETFH
B AEM - YRGS - R
Rt EREA  KEBROIEREFR
R BTHERETREAZER -

(@)  The terms and conditions are as follows: (a) RRGEGAOT
Number of
instruments Vesting conditions
TRgE BBt
Shares allotted 22,600,000 Ten years from the date of grant
Ao PRI BB+
(b)  Fair value of shares allotted b)) ERRONAIABE

The fair value of services received in retum for shares allotted is measured
by reference to the fair value of shares allotted. The estimate of the fair
value of the shares allotted is measured based on a binomial option pricing
model. The contractual life of the Share Allotment Scheme is used as an
input into this model. Expectations of early exercise are incorporated into

the binomial option pricing model.

YINGDE GASES GROUP COMPANY LIMITED
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(b)

Notes to the Unaudited Interim Financial Report (continued)
B2 R B 7S R o P R

(Expressed in Renminbi)

(AARESIR)

SHARE ALLOTMENT SCHEME (continued) 18 MROEETEI(E)
Fair value of shares allotted (continued) (b) EERONDAEMEGE)
Six months
ended 30 June
BZ=6A30AL
618 A HE
Fair value of shares allotted and assumptions ~ ELZ R 3 HI D A EEREBRR 2014
Fair value at measurement date TE AN AR EE RMB ARE 2.77
Share price at measurement date AL BEHRE RMB ARE 6.43
Exercise price TR RMB AR 492
Volatility (expressed as weighted average BB (A Z 18 B
volatility used in the modelling under TEEER Tt
binomial option pricing model) TREERRT) 39.95%
Option life (expressed as weighted average HiE IR (A 1B Bt
life used in the modelling under binomial TEEER Tt
option pricing model) THERET) Year 22 10.25
Expected dividends per share TEHRERERE RMB AR 0.15
Risk-free interest rate (based on ERBRAE(ER
Exchange Fund Notes) INEESER) 2.22%

The volatility is based on the historic volatility (calculated based on the
weighted average remaining life of the Share Allotment Scheme), adjusted
for any expected changes to future volatility based on publicly available
information. Expected dividends are based on historical dividends. Changes
in the subjective input assumptions could materially affect the fair value

estimate.

Shares allotted were granted under a service condition. This condition has
not been taken into account in the grant date fair value measurement of
the services received. There were no market conditions associated with the

Share Allotment Scheme.

NENRRERNE L KSR (ER K
{0 BC % &t 81 INHE-F 19 RIBREF R &t
) ITRBEAEARKDXRE
WARESETHE - B RE
~RENELREFE - TEHA
ERRNEPREHRAEEN
BEELERTE -

BB A RO XX — TR IR B IR 1F
IR - sk G FERT G R B P
RENAABERLIRTNE
B o Bxin Bc % 5t &) EE M W5
fERfF

EEgEBEEEERAQT
2014 £ HIIR &



Notes to the Unaudited Interim Financial Report (continued)

ARAET % P I 3 5 Bt 0

(Expressed in Renminbi)

(AARBFIR)

19 FAIR VALUE OF FINANCIAL INSTRUMENTS

(@)  Financial assets and liabilities measured at fair value

(i) Fair value hierarchy
The following table presents the fair value of the Group's financial
instruments measured at the end of the reporting period on a
recurring basis, categorised into the three-level fair value hierarchy as
defined in IFRS I3, Fair value measurement. The level into which a
fair value measurement is classified is determined with reference to
the observability and significance of the inputs used in the valuation

technique as follows:

= Level | valuations: Fair value measured using only Level |
inputs i.e. unadjusted quoted prices in active markets for

identical assets or liabilities at the measurement date.

- Level 2 valuations: Fair value measured using Level 2 inputs
i.e. observable inputs which fail to meet Level |, and not using
significant unobservable inputs. Unobservable inputs are inputs

for which market data are not available.

= Level 3 valuations: Fair value measured using significant

unobservable inputs.

YINGDE GASES GROUP COMPANY LIMITED
Interim Report 2014
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Notes to the Unaudited Interim Financial Report (continued)

KEZ P IR EN T @

2N

FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

Financial assets and liabilities measured at fair value (continued)

Fair value hierarchy (continued)

The Group has performed valuation for interest rate swaps which
are categorised into Level 2 of the fair value hierarchy, with the fair
value of RMB2,902,000 as at 30 June 2014 (31 December 2013:
RMB5,053,000). The Group has appointed a third party performing
valuations for conversion option embedded in convertible notes and
warrants which are categorised into Level 3, with the fair value of
RMB3,973,000 and RMBI,057,000, respectively, as at 30 June 2014
(31 December 2013: RMB815,000 and RMBI,157,000). Valuation
reports with analysis of changes in fair value measurement are
prepared by the Group or a third party at each interim and annual
reporting date, and are reviewed and approved by the chief financial
officer. Discussion of the valuation process and results with the chief
financial officer and the audit committee is held twice a vear, to

coincide with the reporting dates.

During the six months ended 30 June 2014, there were no transfers
between Level | and Level 2, or transfers into or out of Level 3 (2013:
nil). The Group's policy is to recognise transfers between levels of fair
value hierarchy as at the end of the reporting period in which they

occur.
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Notes to the Unaudited Interim Financial Report (continued)

ARAET % P I 3 5 Bt 0
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19 FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

(@)  Financial assets and liabilities measured at fair value (continued)

(i)

(i)

Valuation techniques and inputs used in Level 2 fair value
measurements

The fair value of interest rate swaps is the estimated amount that the
Group would receive or pay to terminate the swap at the end of the
reporting period, taking into account current interest rates and the

current creditworthiness of the swap counterparties.

Information about Level 3 fair value measurements

The fair value of conversion option embedded in convertible notes
and warrants are determined using Monte Carlo Simulation and
Geometric Brownian Motion and binomial option pricing model
respectively and the significant unobservable input used in the
fair value measurement is volatility. The fair value measurement is
positively correlated to the volatility. As at 30 June 2014, the volatility
used in the valuations is 12% and it is estimated that with all other
variables held constant, an increase/decrease of 10% points in the
volatility would have decreased/increased the Group's profit by

RMB3, 1 62,000/RMB2,408,000.

YINGDE GASES GROUP COMPANY LIMITED
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Notes to the Unaudited Interim Financial Report (continued)
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FAIR VALUE OF FINANCIAL INSTRUMENTS (continued) 19 SMIENAAEEGER)
(a)  Financial assets and liabilities measured at fair value (continued) @ RBOABEFENEREENS
e E(E)
(i) Information about Level 3 fair value measurements (continued) (i) FEIERAALEETEEE
(%)
The movements during the period in the balance of these Level 3 fair FRE3ERERITARE
value measurements are as follows: BERREHRERZSIT -
At 30 June
2014
R2014F
6A30H
RMB’000
ARBT
Conversion option embedded in convertible AR E P R SRR EAE
notes and warrants: MRIRIERE -
At | January RIAIAB 1,972
Changes in fair value recognised in profit or RANHEARE Rt AR
loss during the period DRBEES 3,058
At 30 June R6H30H 5,030
Total gains for the period included in profit or loss HRFANEERASE
for assets held at the end of the reporting period AR BERA R 3,058
BERBEERRAA
2014 F R H /&
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FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

(b)

Fair value of financial assets and liabilities carried at other than fair value

In respect of cash and cash equivalents, pledged bank deposits, trade and
other receivables, current portion of receivables/obligations under finance
lease, current portion of long-term borrowings, short-term borrowings, and
trade and other payables, the carrying amounts approximate fair value due

to the relatively short term nature of these financial instruments.

In respect of borrowings, receivables/obligations under finance lease and
long-term receivables, the carrying amounts are not materially different from
their fair values at 30 June 2014 and 31 December 2013. The fair values are
estimated as the present value of future cash flows, discounted at current

market interest rates for similar financial instruments.

Unlisted investments for which their fair values cannot be reliably measured

are stated at cost less impairment losses.

20 MATERIAL RELATED PARTY TRANSACTIONS

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

19

20

ERMIANAAEEGE

(b)

BAABENTENSHEEN
THAERENAAEE
pRE LA EFEY  CEMR
T RURAR B b B K
B EURERER MENE
BEMEHED - RBEROA
HAER S - RR RS BUA R 9 BR K
FEMENFRENS @ BR&E
TRIANIHMABHRE &
FEEEROAAEE -

SER  BURMEEERME
HERBMEHMELRTME - ©
20135 12431 BR 201456 A 30
AREEERAAEEEEAE
R DABEARAKRESRER
BB TARNRTHENRE
{TRERfhET -

HRAREEBEARENEL
mRE  RRERREEEIR -

EPN LR
AEERREEASTMOT -

Six months ended 30 June

BZE6A30B1L6fEA M
2014 2013
RMB’000 RMB'000
ARMF T ARBTT
Short-term employee benefits RHESEHN 3,900 5262
Post-employment benefits BB A 18 26
Share Allotment Scheme expenses IRt 8lE A l,105 =
5,123 5,288

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

YINGDE GASES GROUP COMPANY LIMITED
Interim Report 2014

HMeBA AIEINA (2RME

5(b)) °



20

Notes to the Unaudited Interim Financial Report (continued)
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(Expressed in Renminbi)

(AARESIR)

MATERIAL RELATED PARTY TRANSACTIONS (continued) 20 BEABEBAIXRZ(E)
Pursuant to the relevant labour rules and regulations in the PRC, the Group's PRC KRR EBRS BRI AR T - ANEEE
subsidiaries participate in defined contribution retirement benefit schemes (the FEIRIPHE X RIS 2N & i 5 BT
“Schemes”) organised by the respective local government authorities whereby the B E R ER B NIEE([ %12l ) -
Group is required to make contributions to the Schemes at rates in the range of Bt AEBRREEREEADRTE
10% to 22% of the eligible employees' salaries during the periods presented. B 10% 2 22% [zt SIVEH R -
The Group also operates a Mandatory Provident Fund Scheme (the “MPF AEETRBEBRHMERES KA
scheme”) under the Hong Kong Mandatory Provident Fund Schemes Ordinance REE B ERIEOIEREESK LA
for employees employed under the jurisdiction of the Hong Kong Employment HRBeTE([RERTE]) - BES
Ordinance. The MPF scheme is a defined contribution retirement plan administered FEA—EHBEVERAEENREH
by independent trustees. Under the MPF scheme, the employer and its employees KetEl - ERBERFET EEXRES
are each required to make contributions to the plan at 5% of the employees’ K BAMZTEELEERNEERBA
relevant income, subject to a cap of monthly relevant income of HKD25,000. BHIS%H - MAEMASKH ERASH
Contributions to the plan vest immediately. 25000/87T ° et SRV FRENR BRI o
The Group has no other material obligation for the payment of pension benefits bR i FEEHETON AEBY A ME
beyond the annual contributions described above. REHRBHZNEE
Transactions with associates, joint ventures and a non-controlling shareholder of EAREEMBENR] - 58 A RMIEE
the Group are as follows: BRRAR ST
During the six months ended 30 June 2014, the Group had the following BIE2014F6H30A L6EAHM - &
transactions with associates, joint ventures and a non-controlling shareholder: SEBMTHEBE AR A& RIMIE
EERRRORZ S
Six months ended 30 June
BE6A30HL6EAKME
2014 2013
RMB’000 RMB'000
ARBTR ARETT
Advances from/(to) the Group AEBXZ R/ (RF)FUE
Repayment from a joint venture B RAEIGHIA - (21,070)
Repayment from associates (net) BEE RARREFIAECE) (3,493) (6,000)
Repayment to an associate XA TEEE A RIRIE - 180,000
Advances from joint ventures BB N AIBUSHIE - (140,709)
Advances from a non-controlling shareholder BRYEN IR AR R
through acquisition ES30A (621) (15,467)
Sales to an associate HEEE N A EE A (114,263) -
BEREREEEERAF
2014 F R H /&
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(Expressed in Renminbi)

(AARBFIR)

20 MATERIAL RELATED PARTY TRANSACTIONS (continued)

As at 30 June 2014, amounts due from/(to) associates, a joint venture and a non-

controlling shareholder:

20 BEXREBAIRZ(E)

R2014%6 A308 - Y (FER) H

DA REREMIEE

bl R
b=

BRAR B A 5K

At 30 June At 3| December
R6A308 RI2A318
2014 2013
Note RMB’000 RMB'000
FisE ARBTR ARETT
Trade and other receivables FEWEBR R L B G
Amounts due from an associate JELIQH#P%Q W 13 18,693 46,193
Trade receivables from an associate N NE] ZJEHQ AR 202,663 106,791
Other non-current assets ﬁ@#fﬁ@bﬁ?
Prepayment for property, plant and REERRNEE - BB &
equipment to an associate ﬁﬁﬁ/\]ﬁﬁ/ﬂl 12 24,007 -
Trade and other payables/other FERTBRF I/ EAp
non-current liabilities %bﬁﬁﬁfg
Amounts due to an associate JE T HSt i A R R0 16 (270,000) (270,000)
Amounts due to a joint venture EfEEREHIEA 16 (93,528) (93,528)
Advances from a non-controlling Lh”ﬁlﬁ%fiﬁﬂ’“
shareholder through acquisition BRRER{Z IR (15,050) (15,050)
2] COMMITMENTS 21 &g
(a)  Capital commitments @) EXREE

As at 30 June 2014, the Group had capital commitments for acquisition and

construction of properties and equipment, and other investments as follows:

72014F6H308 -

AEERY

ERREHOEENER R MR
BEMEREEZIMT

At 30 June At 3| December

R6A30H R®I12A318

2014 2013

RMB’ 000 RMB'000

AR¥T ARET T

Authorised and contracted for EREREATH 4,275,931 5,729,039
Authorised but not contracted for EREERETL 8,584,258 7,997,261
12,860,189 13,726,300

YINGDE GASES GROUP COMPANY LIMITED

Interim Report 2014



Notes to the Unaudited Interim Financial Report (continued)

KEZ P IR EN T @

2N

2l  COMMITMENTS (continued)

(b)

Operating lease commitments
As at 30 June 2014, the Group's total future minimum lease payments
under non-cancellable operating leases in respect of land and properties, are

payable as follows:

(Expressed in Renminbi)

(AARESIR)

21 AE(E)
(b) REHEEE

R2014F6 A308 » REBRIE
TR ELROENEB LI
MMENARKEREFFBE
25

At 30 June At 3| December

R6A308 RI12A318

2014 2013

RMB’ 000 RMB'000

ARBTR ARETT

Within | year —FR 18,077 12934
After | year but within 5 years —FRERFA 32,601 30,404
After 5 years hF’ 41,990 47811
92,668 91,149

None of the leases includes contingent rentals.

Legal contingencies

The Group is the defendant in certain lawsuit as well as the plaintiff in other
proceedings arising in the ordinary course of business. In particular, the
Group received litigation claims by a joint venture partner for breaching
the requirements to terminate the joint venture as stipulated in the
clause of a supplementary agreement and by a customer for the delay in
supplying gas as required under the gas supply agreement, in the amount
of RMB967.0 million and RMB235.4 million respectively. The directors
confirm that they had no knowledge of and did not execute the above-
mentioned supplementary agreement. The above-mentioned claims were
still in progress and no final rulings were made as at 30 June 2014. Based
on the legal opinions of the Group's PRC lawyer, the directors consider the
claims are groundless or without merit and no provision is necessary. While
the outcomes of such contingencies, lawsuit or other proceedings cannot
be estimated at present, the directors believe that any resulting liabilities
will not have a material adverse effect on the financial position or operating

results of the Group.
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Other Information

Hin & ¥

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

During the period from | January 2014 to 30 June 2014, neither our Company nor any
of our subsidiaries has purchased, sold or redeemed any of the listed securities of our

Company.

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

As at 30 June 2014, the interests and short positions of the Directors and chief executive
of our Company in the Shares, underlying Shares or debentures of our Company and
our associated corporations (within the meaning of Part XV of the SFO), as recorded in
the register required to be kept by our Company under Section 352 of the SFO or as
otherwise notified to our Company and the Hong Kong Stock Exchange pursuant to the

Model Code of the Listing Rules contained in Appendix 10 were as follows:

BE HEIBEALTLmES

R2014E | BIBE0I4E6 A30BHER - &
NARETMMBRARTERE - HExEO
AR BEAA] EHEH -

EERBRTHRAEBRERARHEEEE
EHRE  ERROFEFNEERAR

R2014F6A308  RRAREERERTH
ABRAR B REBBEE (EER(ESF K
BIEFIEXVER)BIRM, - MERD K ESFH
BEEDHNAATRB(E R RBE KIS
32 IERTE BB E 2B - SRR LR
AlRSE+ el RETA AN G AR REE
BRIOERRABIT

|
15

ey

NSSY

R

Approximate

Number of percentage

Name Nature of interest Shares of shareholding

=1 REME BOHBE HEBENEIL

(%)

(Note)

(FfEE)

Mr. Zhongguo Sun Beneficiary of a trust 369,200,000 (long position) 20.18
Zhongguo Sun 7E 4 FEXamA 369,200,000 (F &)
Mr. Zhao Xiangti Deemed interest, interest of 233,129,585 (long position)

IR AL controlled company

B AR (EHI R R ES) 233,129,585 (3 &)
Beneficial owner 892,000 (long position)
BEBEAA 892,000 (4 &)

234,021,585 (long position) 1279

YINGDE GASES GROUP COMPANY LIMITED
Interim Report 2014

234021585 (41&)
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Approximate
Number of percentage
Name Nature of interest Shares of shareholding
=L BEHEEE BRHBE SRESEIL
%)
(Note)
(P3E)
Mr. Trevor Raymond Strutt Founder of a discretionary trust 183,352,961 (long position) 10.02

Trevor Raymond Strutt 554 PREEFERLA 183,352961 ({1 &)
Note: There were 1,829,430,000 Shares in issue at 30 June 2014. MisE: M2014% 6 A30H, HA 1,829430,000f% B 2

s -

Save as disclosed above, as at 30 June 2014, none of the Directors and the chief B EPEERESN  N2014F6 308 » AT
executive of our Company (including their spouses and children under |8 years of age) EE  SeTBAB(BRESHNEELRAR I8
had any interest or short positions in the Shares, underlying Shares or debentures of our B F22) B | A AR A B SRES A B 2 IR~ IR
Company or our associated corporations, as recorded in the register required to be kept NHEETHEALERBB(EERBEEH)E
under section 352 of the SFO or required to be notified to our Company and the Hong 3N IEBTENERFE 2 B MRS B IEEETRIZE
Kong Stock Exchange pursuant to the Model Code. MeARNG REBHINEZSIIAE ©
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Other Information (continued)

HER @)

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

As at 30 June 2014, the interests or short positions of persons (other than the Directors
and chief executive of our Company) in the Shares or underlying Shares of our Company

as recorded in the register required to be kept by our Company under Section 336 of

Part XV of the SFO were as follows:

FERRREMATREQATRG KIEE
BRONERRAR

R2014F6A308 + THAL(KARINES
HmEEITHABBRIN RARA B SRS 5 HE R
AR HERTHENADARBEGES RS G

BIVEXVIBE KR EMNEFTE 2 ERLMA

HRRIAETT

Approximate

Number of percentage

Name Nature of interest Shares of shareholding

=L BEME BOBE BEENEIL

%)

(Note)

(FffEE)

Baslow Beneficial owner 183,352,961 (long position) 10.02
BEaSHAA 183352961 (47 2&)

Baslow Resources Limited Deemed Interest, interest of 183,352,961 (long position) 10.02
controlled company 183352961 (47 &)

RIEG A s (K 2 Bl ER)

Bubbly Brooke Beneficial Owner 369,200,000 (long position) 20.18
BREBEAA 369,200,000 (47 8)

Li Hongmei Founder of a discretionary trust 369,200,000 (long position) 20.18
IR RREFEOKIA 369,200,000 (£ &)

Rongton Beneficial Owner 233,129,585 (long position) 1274
RE BESHAA 233,129,585 (4 &)

Equity Trustee Limited Trustee (other than a bare trustee) 552,552,961 (long position) 30.20

CEINCELEINGIY

YINGDE GASES GROUP COMPANY LIMITED

Interim Report 2014
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Other Information (continued)
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Approximate

Number of percentage
Name Nature of interest Shares of shareholding
=L BEME BRHHE SRESEIL
(%)
(Note)
(FfEE)
Rouser Investments Inc. Deemed Interest, interest of controlled 369,200,000 (long position) 20.18
company 369,200,000 (4 &)
RVETA R (R A Rl iEs)
JPMorgan Chase & Co. Beneficial owner 2,038,385 (long position)
BaSBAA 2038385 (4 &)
Investment manager ['1,411,000 (long position)
REEE 11411000 (478)
Custodian corporation/ 132,624,825 (long position)
approved lending agent 132,624,825(41 &)
REA—EE/ BAEEREA
146,074,210 (long position) 798
146,074210 (£ &)
Beneficial owner 920,000 (short position) 0.05
BaBAA 920000 (A%
Custodian corporation/ 132,624,825 (lending pool) 724
approved lending agent 132,624,825
REAN—EE/ RARHRIZA (AT A& i etn)
Aberdeen Asset Management Plc and Investment manager 199,228,500 (long position) 10.89
its Associates (together REKE 199,228,500 (47 &")

“The Aberdeen Group”) on Behalf of
Accounts Managed by the Aberdeen Group

Note: There were 1,829,430,000 Shares in issue at 30 June 2014.
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Other Information (continued)

H&E R @)

Save as disclosed above, as at 30 June 2014, our Company were not aware of any person
(other than the Directors and chief executive of our Company) who had an interest or
a short position in the Shares or underlying Shares of our Company as recorded in the

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

COMPLIANCE WITH THE CORPORATE GOVERNANCE CODE

Our Company is committed to high standards of corporate governance. The Board
of Directors believes that our Company has complied with all the code provisions of
the Code in Appendix 14 of the Listing Rules for the six months ended 30 June 2014
except for the deviation from the Code provision A2.1, which stipulates that the roles
of chairman and chief executive officer should be separated. The chairman and the
chief executive officer of our Company is Mr. Zhongguo Sun. Nevertheless, the Board
considers that this structure will not impair the balance of power and the authority of the
Board. The Board currently comprises three executive Directors and three independent
non-executive Directors, with independent non-executive Directors representing 50%
of the Board, which is higher than the requirement of the Listing Rules. Such a high
percentage of independent non-executive Directors on the Board can ensure their views

carrying significant weight and reflecting independence of the Board.

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

chairman and chief executive officer to comply with the Code if appropriate.

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

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

under the Code of Conduct throughout the period from | January 2014 to 30 June 2014.

YINGDE GASES GROUP COMPANY LIMITED
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LEGAL PROCEEDINGS
From time to time, we have become and may in the future become involved in certain
proceedings arising from the ordinary course of our business. We have provided details

on certain pending matters due to the nominal monetary amount involved in such claims:

. A joint venture partner filed an arbitration complaint against us in relation to a
joint venture which has not commenced construction. The joint venture partner
has claimed damages of RMB967.0 million, being the amount alleged to be payable
by us in accordance with a supplementary contract. We believe that the claim is
completely groundless because we had no knowledge of, and did not execute,
any supplementary contract. We have commenced a special court proceeding to
verify the authenticity and validity of the alleged supplementary contract. Based on
preliminary court discussions, we believe that the court is very likely to find in our

favour.

. With respect to an on-site gas production facility that has been completed, our
customer has filed an arbitration complaint against us for penalty of RMB235.4
million for the delay in supplying gas as required under the on-site gas supply
contract. We have brought an arbitration complaint against the same customer
in relation to the customer’s failure to provide relevant planning permits for the
construction site in accordance to the terms of the supply contract and loss of
profits of RMB98.4 million. We believe that this customer's claim is without merit
as our delay in gas supply in compliance with relevant laws and regulations was
caused by the customer's failure to procure the relevant planning permits, which is
a prerequisite to obtaining a production permit for our gas facility to supply gas in

compliance with relevant laws and regulations.

Our Directors believe that these allegations and claims against us are without merit
and will vigorously defend these complaints. As of the date of this interim report, these
proceedings are pending and no final rulings have been made. However, we are unable to

provide a reliable estimate of the timing and outcome of the abovementioned matters.
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Our Directors are not aware of any legal, arbitration or administrative proceedings against
us, including the matters described above, that will have a material adverse effect on our
business, financial condition or results of operations. Based on the legal advice from our
PRC counsel, we believe that the damage claims are groundless or without merit and are
confident that these matters will be resolved in our favor and have thus not made any

provisions with respect to any current legal, arbitration or administrative proceedings.

AUDIT COMMITTEE REVIEW

The audit committee of our Company currently comprises Mr. He Yuanping (chairman),
Mr. Zheng Fuya and Dr. Wang Ching, who are all independent non-executive Directors.
The audit committee and the external auditor have reviewed the unaudited interim
financial report of our Group for the six months ended 30 June 2014. The audit
committee has also discussed matters such as the accounting policies and practices

adopted by our Group and intemal control with the senior management of our Company.

SHARE OPTION SCHEME

Our Company has adopted the Share Option Scheme on |2 September 2009. A
summary of principle terms and conditions of Share Option Scheme are set out in the
section headed “Share Option Scheme” in Appendix VI of the Prospectus. Up to 30 June
2014, no option has been granted pursuant to the Share Option Scheme.

SHARE ALLOTMENT SCHEME

On 8 July 2013, our Company adopted the share allotment scheme (the “Share
Allotment Scheme”) pursuant to which 22,600,000 allotted Shares have been successfully
subscribed by the trustee at the issue price of HK$7.03 per allotted Share on 15 October
2013.

For subscription of the new Shares issued by our Company, the Board has the discretion
to decide the issue price up to 0% discount to the 30-day average closing price of
the Shares prior to the reference date. The issue price of HK$7.03 per allotted Share
represents a discount of approximately 5% to the average closing price of the Share for

the last 30 trading days prior to |6 September 2013 which is HK$7.40.
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The total proceeds used by the trustee to subscribe for the allotted Shares is
HK$158,878,000, which was borrowed from our Company by the trustee pursuant to
the Share Allotment Scheme. The trustee will hold the Shares and the income derived
therefrom and perform its duties of trustee in accordance with the terms of the trust
deed and such other applicable agreements as agreed between our Company and
the trustee from time to time either in its own name or in the name of a nominee or
an investment/asset holding vehicle established solely for the purposes of the Share
Allotment Scheme. The allotted Shares held by the trustee shall be fully vested on the
participating employee on the tenth anniversary date of the reference date provided that
the participating employee remains at all times after the reference date till vesting date an

employee.

The participating employees of the Share Allotment Scheme are mid-and-senior-level
management team of our Company selected by the Board at its sole discretion on the
basis of the employee’s contribution to the development and growth of our Group and

such other matters that the Board considers relevant.

The purpose of the Share Allotment Scheme s to recognize the contributions by certain
employees and to give incentives for them to work with commitment towards enhancing
the value of our Company and to attract high caliber personnel for further development

of our Group.

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

Our Company entered into a facility agreement with China Development Bank
Corporation Hong Kong Branch on 22 November 2013 (the “2013 Facility Agreement”)
for a 3-year term loan facility of up to HK$1,170 million. Pursuant to the 2013 Facility
Agreement, it will be an event triggering mandatory prepayment, inter alia, if: (a) any one
or more of Rongton, Baslow and Bubbly Brooke jointly cease to control the Company
or cease to own legally and beneficially directly or indirectly through wholly-owned
subsidiaries 35% or more of the issued share capital of the Company; (b) either of Baslow
or Bubbly Brooke sells or disposes of the issued share capital of the Company directly or
indirectly which in aggregate constitute more than 5% of the issued share capital of the
Company that beneficially owned by it directly or indirectly as at 22 November 2013; or
(c) other than, in each case, by reason of death, mental incapacity or critical illness, Mr.
Zhongguo Sun ceases to be the chief executive officer or the chairman of the Company,

or Mr. Trevor Raymond Strutt ceases to be the Director.
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Definitions
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“Baotou Yingde"

“Baslow”’

“Board"” or

"“Board of Directors”

“Bubbly Brooke”

“China” or “PRC"

“Code”

“Code of Conduct”

“Director(s)"
"HKD"

“Hong Kong"
“Hong Kong Stock Exchange”

“Hunan Yingde"

Baotou Yingde Gases Co, Ltd. (BEERERBARA

7)), a wholly-owned subsidiary of our Company

Baslow Technology Limited, an investment holding

company incorporated in the British Virgin Islands

the board of directors of our Company

Bubbly Brooke Holdings Limited, an investment holding

company incorporated in the British Virgin Islands

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

Region and Hong Kong
the Corporate Governance Code

a code of conduct regarding securities transactions by

directors
Director(s) of our Company
Hong Kong dollars, the lawful currency of Hong Kong

the Hong Kong Special Administrative Region of the
PRC

The Stock Exchange of Hong Kong Limited

Hunan Yingde Gases Company Limited* (i F B /E R
B2EBR7AA]), a company established in the PRC on 29
October 2001 and a wholly-owned subsidiary of our
Company
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“Listing Rules”

“Model Code”

“Nm3/hr”

“Prospectus”

“Renminbi”’ or “RMB"”

“Rongton”

“SAl Report(s)”

“Shenhua”

“SFO"

“Share(s)"

“Shareholder(s)"

“Share Allotment Scheme”

- -t
< Ry -l
Lies nns SRl
L P T Ry
i S e e L

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

from time to time)

the Model Code for Securities Transactions by

Directors of Listed Issuers

normal cubic meter/hour

the prospectus of our Company dated 24 September
2009

the lawful currency of the PRC

Rongton Investments Limited, an investment holding

company incorporated in the British Virgin Islands

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

Shenhua Group Corporation Limited (122 £ B B IR
A A]), a state-owned enterprise established in PRC in

October 1995.

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

time)

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

each in the share capital of our Company
holder(s) of the Share(s)

the share allotment scheme adopted by the Company

on 8 July 2013, as amended from time to time
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Defl nitions (continued)
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“Share Option Scheme”

“United States” or “US”

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

the United States of America, its territories, its

possessions and all areas subject to its jurisdiction

“usD” United States dollars, the lawful currency of the United
States
“Yingde BV!I” Yingde Gases Investment Limited (& Z R 8% &

B A A]*), a company incorporated in the British
Virgin Islands on 18 April 2006 and a wholly-owned

subsidiary of our Company and investment holding

company in our Group

In this interim report:

“Company”, “our Company”, “our”, "we" and "“us" refer to Yingde Gases Group
Company Limited Z/2REEE AR A, an exempted company incorporated
in the Cayman Islands with limited liability on 25 September 2007 and, except
where the context otherwise requires, include all of its subsidiaries or where
the context refers to any time prior to its incorporation, the business which its
predecessors or the predecessors of its present subsidiaries were engaged in and

which were subsequently assumed by it;

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

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

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

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

provided for identification purposes only
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