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Results

Turnover

Gross profit

Profit before taxation
Net profit

Basic earnings per share (RMB)"

Gross profit margin
Net profit margin

Financial position
Total bank and cash balances
Total assets
Total debts
Total equity
Current ratio (Times)
Quick ratio (Times)
Gearing - borrowings
to total assets

Efficiency ratios

Debtors turnover (Days)
Creditors turnover (Days)
Inventories turnover (Days)
Cash conversion (Days)
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Chottmon's Stotement

SR -

Dear shareholders,

On behalf of the board of directors (the “Board”) of China Starch
Holdings Limited (the “Company”), | am pleased to present the annual
results of the Company and its subsidiaries (collectively, the “Group”)
for the year ended 31 December 2010.

BUSINESS REVIEW

During the year under review, the Group's turnover grew steadily,
of which cornstarch and ancillary corn-refined products, lysine and
starch-based sweetener performed strongly.

For cornstarch and lysine products, the Group managed to maintain
its profitability through effective price control in the wake of the surge
in corn kernel prices during the year under review. For the starch-
based sweetener segment, the Group’s annual production capacity
was 100,000 tonnes, with an annual average utilisation rate of 36.2%.
Growth in this segment in the fourth quarter was encouraging, marked
by a sharp increase in average capacity utilisation. Last but not least,
due to the rising price of coal during the year under review, the Group
reduced external sales of electricity (especially in the second half of
2010). Overall, the board is satisfied with the performance of the Group
during the year under review.
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Chotemon's Statement

ER T S

The Group’s overall turnover for 2010 was approximately
RMB2,504,733,000 (2009: RMB1,957,525,000), representing an increase
of 28.0% over the previous year. Overall gross profit increased by
approximately 34.3% as compared to last year to RMB284,697,000 (2009:
RMB211,941,000). Net profit increased by 28.8% to RMB163,345,000
(2009: RMB 126,814,000). The Board recommends the payment of
a final dividend of HK0.67 cents per share, totaling approximately
HK$38,724,000, representing a dividend payout ratio of approximately
20.2% (2009: 23.3%). The above recommendation is subject to the
approval of the shareholders of the Company in the forthcoming
annual general meeting of the Company.

The performance of the cornstarch and ancillary corn-refined products
segment was remarkable during the year under review, with an annual
output of approximately 673,000 tonnes, exceeding its original goal of
650,000 tonnes. The revenue and gross profit margin of this segment
were approximately RMB1,848,924,000 (2009: RMB1,425,700,000) and
10.3% (2009: 6.7%) respectively. The average unit price of cornstarch
hit the Group’s record high of RMB2,407 per tonne.

As for lysine and its related products, the annual output was
approximately 52,000 tonnes, with a utilisation rate of 94%. The
revenue and gross profit margin of this segment were approximately
RMB472,083,000 (2009: RMB394,984,000) and 16.8% (2009: 18.0%)
respectively. The growth in sales of this segment was mainly driven
by the increased unit price of lysine.

The starch-based sweetener segment had strong performance during
the fourth quarter this year, which was mainly attributable to the
securing of renowned domestic customers engaging in the brewage
business. The turnover for the year under review was approximately
RMB75,908,000 (2009: RMB5,502,000). Despite the slight loss recorded
during the year under review, the board is still very confident in the
prospect of this segment.

During the year under review, sales of electricity and steam decreased
by 17.9% to approximately RMB107,818,000 (2009: RMB131,339,000).
This was mainly attributable to the increased price of coal, which in
turn resulted in the reduced external sales of electricity by the Group.
The gross profit margin of this segment for this year decreased from
35.9% to 14.6%.
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Chotemon's Statement

The Group set the development theme of “steady development ® seek
breakthroughs” for 2011. As the raw material prices are soaring, the
Group maintains its competitiveness not only by adjusting its product
mix and strengthening costs control, but also by attracting new source
of customers and enhancing the quality of its products. In view of
the strong demand for the Group's products from both domestic and
international markets, the Group will actively expand its capacity.

In respect of the expansion of production capacity, IWIEREBHE 8
& EAKFEABR A7 (Shandong Shouguang Juneng Golden Corn
Development Co,, Ltd.), our indirect wholly-owned subsidiary, signed
a project development memorandum of understanding with =¥
BURT (the Municipal Government of Shouguang) in August last year,
in relation to the acquisition of a new production site and offering of
preferential policies. The parties are still looking for land plot suitable
for development. Furthermore, FRBEREE T AREMBR A A
(Linging Deneng Golden Corn Bio Limited) (“Deneng Golden Corn”)
also completed the technological enhancement project for its starch
production line in the first quarter of 2011. As at the date of this report,
the starch production capacity of Deneng Golden Corn increased
from 400,000 tonnes per annum to 500,000 tonnes per annum. This
implies the Company has the capacity to further explore the local
starch market and develop its business on starch-based sweetener
and other fermented products.

In respect of other corn-refined products, the Group will allocate more
resources to the research and development of new products using
cornstarch as raw material. The Board believes that these products
can bring new prospects to the Group.

On behalf of the board, | express my deepest gratitude to all directors
and staff for their contribution. | also take this opportunity to express
my sincere gratitude towards our shareholders for their support.

Tian Qixiang
Chairman
Hong Kong, 22 March 2011
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Management Discusston and Analysis
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During the year under review, total turnover of the Group increased by
28.0% to approximately RMB2,504,733,000 (2009: RMB1,957,525,000).

The Directors considered that the business environment of cornstarch,
lysine and their related products returned to that before the outbreak
of financial crisis. In general, the average selling prices of the above
products had increased during the year under review as the Group
benefited from the increasing demand from customers in different
industries. In addition, the sales contributed by starch-based sweetener
increased from 0.3% to 3% because the Group successfully secured
new customers in the second half of 2010

Total gross profit increased by 34.3% to approximately
RMB284,697,000 (2009: RMB211,941,000). Profit after taxation was
approximately RMB163,345,000 (2009: RMB126,814,000).
earnings per share of the Company was RMB0.0284 per share based
on the weighted average number of 5,687,233,000 shares (2009:
RMBO0.0242 per share based on the weighted average number of
5,225,000,000 shares).

Basic
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Management Discusston and Anodysts
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Turnover analysis by products

Cornstarch and ancillary corn-refined products

BEmEBINERAE
FRBE R EHKF T 5E da

2010 2009 2010 2009

—E-EF —TTNF —E-EF —TThF
RMB’000 RMB'000 +/(-) % Tonnes Tonnes +/(-) %

AR¥TR ARETT 7] 145
Cornstarch EARBH 1,318,421 983,051 34.1% 547,857 517,736 5.8%
Corn gluten meal ~ EXKZEBAH 194,087 177,609 9.3% 48,098 43,976 9.4%
Corn fibre FoREE 114,222 92,251 23.8% 108,867 105,844 2.9%
Corn germ AR 218,906 170,816 28.2% 73,292 63,315 15.8%
Corn slurry ToREE 3,288 1,973 66.6% 26,393 14,423 83.0%
1,848,924 1,425,700 29.7% 804,507 745,294 7.9%

2010 2009

—E2-2F —_TThHF
Average selling price (per tonne) RMB RMB +/(-) %

FHERE (TW) AR AR
Cornstarch TR 2,407 1,899 26.8%
Corn gluten meal  EXZEAH 4,035 4,039 (0.1%)
Corn fibre ToREE 1,049 872 20.3%
Corn germ BN 2,987 2,698 10.7%
Corn slurry ToREE 125 137 (8.8%)
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Management Drscussion and Anodysts
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Sales of cornstarch and ancillary corn-refined products for the year
ended 31 December 2010 increased by 29.7% to approximately
RMB1,848,924,000 (2009: RMB1,425,700,000). This business segment
had the highest turnover and contributed the highest amount of
profit to the Group. It represented about 73.8% (2009:72.8%) of total
turnover of the Group.

Sales of cornstarch increased significantly by 34.1% to approximately
RMB1,318,421,000 (2009: RMB983,051,000) mainly due to the surge in
selling price of cornstarch, which reached the highest in the Group’s
trading history to about RMB2,407 per tonne (net of value-added tax).
Sales volume of cornstarch increased slightly by 5.8% to 547,857 tonnes
(2009: 517,736 tonnes) because some cornstarch were consumed
internally for the production of starch-based sweetener.

Corn gluten meal and corn fibre are raw materials for the production
of animal feeds. Demand and average selling prices of these two

products were driven up due to the buoyant market.

Corn germ is a major raw material for the production of cooking
oil. Sales and sales volume of corn germ was approximately
RMB218,906,000 (2009: RMB170,816,000) and 73,292 tonnes (2009:
63,315 tonnes) respectively. The significant increase in sales of corn
germ was mainly due to the increase in the average selling price and
utilisation ratio in ER/E1EeEE FREMAEMR A A (Linging Deneng
Golden Corn Bio Limited) (“Deneng Golden Corn”).

Sales of corn slurry increased rapidly by 66.6% to approximately
RMB3,288,000 (2009: RMB1,973,000).
slurry was mainly due to the increase in the production output ratio

The increase in sales of corn

of Deneng Golden Corn during the year under review.
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Management Discussion
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Lysine and fertilisers KB RIER

2010 2009 2010 2009

—E-ZF —TTNF —E-2F —_TThHF
RMB’000 RMB'000 +/(-) % Tonnes Tonnes +/(-) %

AR®BTT AR%TT 7] [
Lysine el 456,462 379,876 20.2% 52,171 51,912 0.5%
Fertilisers ARt 15,621 15,108 3.4% 35,077 28,408 23.5%
472,083 394,984 19.5% 87,248 80,320 8.6%

2010 2009

—EB-%F —TTNH
Average selling price (per tonne) RMB RMB +/(-) %

FHER (F6) AR AR
Lysine Bk 8,749 7318 19.6%
Fertilisers At 445 532 (16.4%)

Sales of lysine and related products increased by 19.5% to approximately
RMB472,083,000 (2009: RMB394,984,000), which represented about
18.8% (2009:20.2%) of total turnover of the Group.

Sales of lysine increased significantly by 20.2% to approximately
RMB456,462,000 (2009: RMB379,876,000). The increase in sales of
lysine was mainly attributable to the increase in average selling price
of lysine during the year under review.

Sales of fertilisers increased slightly by 3.4% to approximately
RMB15,621,000 (2009: RMB15,108,000). The effect of increase in sales
volume was offset by the decrease in the average selling price of
fertilisers during the year under review.

CHINA STARCH HOLDINGS LIMITED
ANNUAL REPORT 2010
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Management Discusston and Analysts
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Starch-based sweetener B
2010 2009 2010 2009
—E-2F —_TThHF —E-2F —_TThHF
RMB’000 RMB’000 +/(-) % Tonnes Tonnes +/(-) %
AR%TT ARBTIT Mg Mg
Starch-based sweetener [ & 75,908 5,502 1,279.6% 34,906 2,892 1,107.0%
2010 2009
—EF-FF _TTNF
Average selling price (per tonne) RMB RMB +/(-) %
FHEE (GH) AR ARE
Starch-based sweetener B #E 2,175 1,902 14.4%
Sales of starch-based sweetener increased robustly to approximately B 45 ¥ &9 45 & B 49 A R #5,502,000C B8 & -

RMB75,908,000 from approximately RMB5,502,000, which represented
3.0% (2009: 0.3%) of total turnover of the Group. Since the Group
completed the starch-based sweetener production plant and started

FEH AREE759080007T + HERAEE R
BETERB% (ZEZTE  03%) c HRARK
MELEEREER-_STNLFENFTER KL
BWANEE HEENNOETZRAREFHIE
MEHEBLEHF RZZE—ZFFTEF I
EBEKINIIRE THER °

its operation in the last quarter of 2009, the increase in sales was
mainly due to the full year effect and the increase in average selling
price. Some new customers were also secured in brewage sector in
the second half year of 2010.

Electricity and steam BEHRFENA
2010 2009
—E-TF —TTNF
RMB’000 RMB’000 +/(-) %
ARBTT AE®TT
Electricity BH 35,500 56,485 (37.2%)
Steam 23 72,318 74,854 (3.4%)
107,818 131,339

(17.9%)

BHAREAHEER D1I7NEN ARKE
107,818,0007C * HHE R A E B 42 & X FEA4.4%
ZETNF 67%) c HEBRBLIHNEEZR
EHERDEINEEE N5 E BB AT
g( °

Sales of electricity and steam decreased by 17.9% to approximately
RMB107,818,000, which represented 4.4% (2009: 6.7%) of total turnover
of the Group. The decrease was attributable to the reduction of
external electricity supply to the local electricity union network.
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Export sales analysis HOEED
Corn
gluten
Cornstarch meal Corn fibre Lysine Total
KRG ERERH TRER BaEM CH)
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETT ARETT
2010 —E-%F
Export sales HOME 34,919 72,826 37,961 113,699 259,405
Export sales O HE
to total sales HERE 1.4% 2.9% 1.5% 4.5% 10.3%
2009 —TTNE
Export sales HOHE 38,045 71,448 19,253 75,573 204319
Export sales HAHER
to total sales SHE BEE 1.9% 3.6% 1.0% 3.9% 10.4%

The percentage of export sales to total turnover for the year under
review was similar to that of last year.

Percentage of export sales of cornstarch to total sales was less than
last year because of the domestic increase in cornstarch demand.
The cancellation of export tax rebate on the export sale of cornstarch
effected on 15 July 2010 did not have substantial impact on the overall
sales performance of the Group's cornstarch sales.

Corn gluten meal, corn fibre and lysine were raw materials for the
production of animal feeds. Each of the export volume of these
products was more than that of last year. In respect of lysine sales, the
Group contracted with some new customers in Russia. The Directors
are of the opinion that the overseas market of animal feeds has fully

recovered.
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Cost of goods sold analysis HE Ao AT
2010 2009
—E-EF —EENF
RMB’000 % RMB'000 %
AR¥T T ARBFT
Corn kernel FORHKL 1,680,111 75.7% 1,296,028 74.2%
Coal and utilities iR KB 297,251 13.4% 246,608 14.1%
Other materials HAnr R 60,356 2.7% 59,955 3.4%
Direct labour BEEST 41,531 1.9% 33,443 1.9%
Manufacturing A ERIZE KA
overheads 51,318 2.3% 46,363 2.7%
Depreciation e 39,801 1.8% 41,294 2.4%
Others Hihb 49,668 2.2% 21,893 1.3%
2,220,036 100.0%

1,745,584 100.0%

Corn kernel, coal and utilities were the major costs of the Group.
They attributed to about 89.1% (2009: 88.3%) of total cost of goods
sold. The Directors regard that the price of corn kernel is indirectly
influenced by the increase in demand on daily consumer goods, such
as soft drinks, beer, papermaking, yarn, medicine and food, which
production requires the same raw material.

During the year under review, the average corn kernel and coal price
increased to about RMB1,750 per tonne (2009: RMB1,506 per tonne)
and RMBB846 per tonne (2009: RMB693 per tonne) respectively. The
Group will adjust the selling prices with the reference to the movement
of corn kernel price and coal price.

FORKL - KR EKERAEBMAEZHR -
S ERARHE A REEXI89.1% (ZFT A,
F:883%) c EERA - EARNIERREE
XBEAEER (UK BE - ER 8
iR BENRM) T RENMTE  F
HEFRREEMEER

REEFE -

F AR B R A FHERED B

FRAEBHWHARE 7500 (22N F
ﬁAE%1wwﬂ&AE%mwd_?f

i~#ﬁAE%@wﬂ AEEBL2EBE

HNERMEENSEHARES -

Gross profit analysis ER DT
2010 2009
—ZF —ETAF
RMB’000 RMB'000 +/(-) %
ARET ARETTT
Cornstarch and TRBD B T oK
ancillary corn- RN T RIE f
refined products 189,972 95,301 99.3%
Lysine and fertilisers B N AER 79,198 70,929 11.7%
Starch-based AR
sweetener (187) (1,378) (86.4%)
Electricity and steam  BHMER 15,714 47,089 (66.6%)
284,697 211,941 34.3%
R RRERAT
T -TFFR ( 7
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Cornstarch and ancillary corn-refined products

Gross profit for the year under review was approximately
RMB189,972,000 (2009: RMB95,301,000). The gross profit margin of
this business segment increased from 6.7% to 10.3% because the
Group had a successful price monitoring mechanism on raw materials
and maintained high production efficiency.

Lysine and fertilisers

Gross profit of this business segment increased by 11.7% to
approximately RMB79,198,000 (2009: RMB70,929,000), while the gross
profit margin decreased slightly to 16.8% from 18.0%. It was because
the allocated cost of electricity and steam from our power plant was

increased during the year under review.

Starch-based sweetener

The performance of starch-based sweetener business was better than
the year 2009 because of the increase in demand and utilisation rate.
The Group did not record any profit for this business segment during
the year under review. The Directors expect this business segment will
become profitable in a foreseeable future.

Electricity and steam

Gross profit and its margin for this business segment decreased
significantly to approximately RMB15,714,000 (2009: RMB47,089,000)
and 14.6% (2009:35.9%) respectively. As the coal price surged during
the year under review, the Group reduced the external electricity
supply to the local electricity union network in the second half year.

Other income

Other income mainly represented government grants, sales of scrap
oil and coal and steam connection income. Other income increased
significantly by 168.4% to approximately RMB29,591,000 (2009:
RMB11
subsidies to the Group and our indirectly wholly-owned subsidiary,
IR B E gt £ KF # B R 2 7 (“Shandong Shouguang
Juneng Golden Corn Development Co,, Ltd.) ("Golden Corn”) sold

,023,000) because the government increased the amount of

excessive electricity quota to another company during the year
under review.
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Distribution expenses

Distribution expenses increased by 41.3% to approximately
RMB72,041,000 (2009: RMB50,981,000) because of the increase in
transportation cost.

Administrative expenses

Administrative expenses increased by 27.6% to approximately
RMB60,262,000 (2009: RMB47,218,000).
attributable to the increase in staff cost, research and development

The increase was mainly
expenses and foreign exchange loss.

Share of result from an associate

The share of profit from our associate, EX &R REMERDER

73 7@] (Shouguang Golden Far East Modified Starch Co., Ltd.) was

approximately RMB1,727,000 (2009: RMB2,147,000) for the year ended
1 December 2010.

Taxation

Tax expenses increased from RMB662,000 to RMB26,635,000 for the year
under review. The increase was mainly attributable to the amortisation
of deferred tax assets in respect of losses incurred in previous years.
Golden Corn was in the final year of enjoying 50% tax relief of the
People’s Republic of China (the “PRC") enterprise income tax.

We were not liable for income tax in Hong Kong as we did not have
any assessable income arising in/derived from Hong Kong.

The Board is pleased to recommend the payment of a final dividend of
HK0.67 cents per share, totalling approximately HK$38,724,000. Subject
to the approval of the shareholders of the Company in the forthcoming
annual general meeting of the Company, the final dividend is expected
to be paid on 20 June 2011. The dividend payout ratio for the year
ended 31 December 2010 was 20.2% (2009: 23.3%).

DEHER

MR BERHKAEIN 2EBA EA413%2
BARET2041,000 ( ZEZNF : ARE
50,981,0007T ) ©
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As at 31 December 2010, the Group had approximately 2,214 full time
staff (2009: 2,181). Total staff costs, including Directors’emoluments, of
the Group was approximately RMB71,915,000 (2009: RMB57,357,000).
The Group considers the experience, responsibility, and performance of
the Directors and employees of the Group in order to determine their
respective remuneration packages. The Company has also adopted
a share option scheme (the "Scheme”) with a primary purpose of
motivating our employees and other eligible persons entitled under
the Scheme to optimise their contributions to the Group and to reward
them for their contribution to the Group. In addition, a remuneration
committee is delegated by the Board to review and determine the
terms of remuneration packages, bonuses and other compensation
payable to the Directors and senior management.

As at 31 December 2010, no share options have been granted under
the Scheme.

Financial management and treasury policy

The Group adopts a conservative approach for cash management and
investment on uncommitted funds. Any unused fund is intended to
place on short term/fixed deposits with authorised financial institutions
in Hong Kong and/or the PRC.

Foreign currency exposure

The Directors consider that the Group has limited foreign currency
exposure from our operating activities because our operations
are mainly conducted in the PRC. Sales and purchases are mainly
denominated in Renminbiand the foreign currency risk associated with
export sales is not material. In view of the minimal foreign currency
exchange risk, we monitored the exchange rate closely instead of
entering into any foreign exchange hedging arrangement.
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Liquidity, financial resources and capital structure RBES  UBERREXRER

As at 31 December 2010, the available and unutilised banking facilites W -ZZ—ZTF+ - A=+ —H  KX&EH
of the Group amounted to approximately RMB280,000,000. The ®RAIIRBA N A BEBITEELAEARKE
Directors are of the opinion that the working capital available to the  280,000,0007T « EE R4 - AEEAIE A
Group is sufficient for its present requirements. CEESRUENEREETE -

The major financial figures and key financial ratios are summarised 3 Z B TS EHE & BB O FELL R T
as follows:

2010 2009
—g-8F  -TTAF
RMB’000 RMB'000

ARBT T ARBTIT

.

Borrowings: &k
— Within 1 year ——F R 30,630 69,509
— Between 1 and 2 years ——FEMF 886 886
— Between 2 and 5 years —MFERF 2,659 2,659
— Over 5 years — BB REF 2,881 3,767
37,056 76,821
Including: B
Fixed-rate borrowings ELMBR
- Government loan —BNER 7,977 9,750
— Cash advances for discounted bills — B RBRNR BN 29,079 67,071
37,056 76,821
Debtors turnover (days) JE W AR AR (R &) 40 30
Creditors turnover (days) JENERF AR (X&) 13 15
Inventories turnover (days) FEBE®E(KE) 32 34
Current ratio &N b 2 3.9 2.2
Quick ratio BN X 3.3 16
Gearing ratio — borrowings to total assets EIRL R — BB ABEE 2.1% 5.7%
R

PIERER AR )/ (
—T-TEER
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Pledge of assets and contingent liabilities

The Group did not pledge any leasehold land and building nor bank
acceptance bills to secure banking facilities at the year ended 31
December 2010.

As at 31 December 2010, the Group did not have any material
contingent liabilities.

Use of net proceeds from placing

On 4 February 2010, the placing agreement was entered into
among Merry Boom Group Limited (the “Vendor”), the Company and
Macquarie Capital Securities Limited (the "Placing Agent”), pursuant to
which the Placing Agent has agreed to place, on a fully underwritten
basis, 277,340,000 ordinary shares of HK$0.10 each in the capital of
the Company held by the Vendor to not less than six independent
professional institutional or other investors, all of who are independent
third parties, at HK$1.40 per share (the net price being HKS$1.37 per
share). On the same date, the subscription agreement was entered
into between the Company and the Vendor, whereby the Vendor has
conditionally agreed to subscribe for 277,340,000 new shares at a
subscription price of HK$1.40 per share (the net price being HK$1.37
per share), giving rise to an aggregate net proceeds of approximately
HK$381,030,000 (equivalent to approximately RMB335,855,000), which
are intended for expansion of the production capacity of the Group
and as general working capital of the Group. The Directors considered
that it was in the interests of the Company to raise capital from the
equity market in order to increase working capital of the Group and
to enhance the capital base of the Company. The closing price was
HK$1.73 per share (or equivalent to HK$0.865 per share as adjusted for
the bonus issue made in June 2010 on the basis of one new share for
every one existing share) as quoted on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) on 3 February 2010.

As at 31
RMB17,520,000 for the expansion construction project and the

December 2010, the Group utilised approximately

acquisition of machineries and equipments.
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The Group endeavours to become a leading cornstarch manufacturer
in the PRC. In order to achieve this target, the Group has increased its
total annual production capacity of cornstarch from 850,000 tonnes to
950,000 tonnes through 100,000 tonnes technological enhancement
which was completed in the first quarter of 2011 by Deneng Golden
Corn. The Directors believe that the completion of such technology
enhancement project can facilitate the Group to consolidate its
existing cornstarch distribution network in the middle and western
region of the PRC.

In addition, as disclosed in the announcement of the Company
dated 20 August 2010, Golden Corn signed a project development
memorandum of understanding with /¥ BUF (the Municipal
Government of Shouguang) (the “Municipal Government”). As at the
date of this report, Golden Corn and the Municipal Government are
still looking for a suitable location of the new production site. The
Directors strongly believe that the expansion plan will be successful
and prosperous with the support of the Municipal Government.

In 2011, the Group will allocate more resources on research and
development of new products. Such new products will use cornstarch
as raw material which would effectively increase the utilisation rate of
its existing production capacity.

REBHER AT B ABBHA AT KBRS
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Mr. Tian Qixiang, aged 47, is the chairman of the Board principally
responsible for the Group's strategic positioning. He is also responsible
for formulating the Group's business development objectives and
ensuring that such objectives are implemented by the Board
accordingly. Mr. Tian was the chairman of the board of directors of
IR B KX E&E® FAKMEEHFR AR (Shandong Shouguang Juneng
Golden Corn Development Co., Ltd.) (“Golden Corn”), an indirectly
wholly-owned subsidiary of the Company, during the period from July
2003 (when he first joined the Group) up to October 2005. He was re-
appointed as director of Golden Corn in December 2005 and has been
the chairman of the board of Golden Corn since August 2006. Mr. Tian
has been the authorised representative and chairman of the board of
directors of LI R K E g2k & E B BR A 7] (Shandong Shouguang
Juneng Holding Group Co., Ltd.) ("Juneng Holding Group”) since its
establishment in October 2005. Mr. Tian has been working for 5 ¢ it
&2 A] (Electricity Supply Company of Shouguang City) (“Shouguang
Electricity Supply Company”) since 1984. He was appointed as the
deputy manager of Shouguang Electricity Supply Company in October
1985, and was further appointed as its deputy party secretary in May
1990. Mr.Tian has been the manager and party member of Shouguang
Electricity Supply Company since March 2000. Mr. Tian possesses
substantial experience in corporate management.

Mr. Tian completed his study of T JHEE (Electricity and Water
Irrigation) from IWERAKFIEEZI (Water and Electricity
Machinery School) in 1981 and graduated from Bt EE LKA
Z B2 E X (The Shandong Province Party Committee School of the
People’s Republic of China) with a diploma in £&& &2 (Economics
Management) in 1996. Mr. Tian obtained the qualification as a senior
economist in December 2002.

Mr. Tian is beneficially interested in approximately 54.5833% of the
issued share capital of Merry Boom Group Limited (“Merry Boom”),
a substantial shareholder of the Company, and is also a director of
Merry Boom.
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Mr. Gao Shijun, aged 43, is the chief executive officer of the Company.
Mr. Gao is principally responsible for overseeing the Group’s operations
and business management. Mr. Gao joined Golden Corn in August
1998, and was later appointed as the deputy manager of Golden Corn
in January 2000. Mr. Gao has been a director of Golden Corn since July
2003 and its general manager since May 2005. Mr. Gao is also a director
of BE /B EEE S EAREWABR A A (Linging Deneng Golden Corn Bio
Limited) (“Deneng Golden Corn"), a non-wholly-owned subsidiary of
Golden Corn. Mr. Gao graduated from LU K 2 (Shandong University)
in 1989 with an undergraduate degree in Physics.

Mr. Yu Yingquan, aged 42, is principally responsible for the overall
management in investment and corporate finance of the Group. Mr.
Yu first joined the Group as a director of Golden Corn during the
period from July 2003 to October 2005, and was re-appointed as
director on 17 March 2007. Mr. Yu had worked in the accounting and

==

internal audit departments of 253 T 8 A ] (Shouguang Electricity
Supply Company) since August 1990 holding positions as deputy
supervisor of audit department, deputy supervisor and supervisor
of finance department and deputy chief accountant. Mr. Yu took up
the position as chief accountant of Juneng Holding Group upon its
establishment to oversee the financial reporting and performance
of all its investments. Mr. Yu is also a director of Juneng Holding
Group since October 2005. Mr. Yu graduated from LLI B 7K FI| B R E 4%
(Shandong Hydro Institute) in 1990 with a diploma in 7K 1|4 75 £ B
T%%E 2 (Hydro Economic and Financial Management), and obtained
a diploma in B/ #&%E 2 (Finance Management) from 115 & &% &
B HIPERPE (Shandong Economics Management Institute) in 1998.
Mr. Yu obtained the 2 AR K MBI T HEEIREE (Certificate
of Accounting Professional of the Peoples Republic of China) issued
by B/} MEBUS (Finance Bureau of Shouguang City) in 1997.
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Mr. Liu Xianggang, aged 42, joined Golden Corn as a factory supervisor
in 1998 and has been a director of Golden Corn since October 2005.
In March 2008, Mr Liu was also appointed as the general manager
and a director of Deneng Golden Corn. He is responsible for the
Group's production technology developments, cornstarch production
and Linging production plant. Mr. Liu had worked in the production
technology department of E M #& 2 F] (Shouguang Electricity
Supply Company) from July 1990 to July 1997 as technical staff
responsible for production management and production route design.
Mr. Liu graduated from LU/ B8 T 2 K 2 (Shandong Industrial University)
in 1990 with an undergraduate degree in T3 &2 T#2 (Industrial
Management), and obtained a post-graduate diploma in & 3 4575 £
(Industrial Economics) from 1L/ B8 K E2 48 B £ 5% (the Economics School
of Shandong University) in 2003. Mr. Liu also obtained the qualification
as senior engineer in December 2002. Mr. Liu is the deputy supervisor
of EAXRMEZEZE B € (the Cornstarch Professionals Committee) of
BB T W€ (China Starch Industry Association).

Ms. Dong Yanfeng, aged 74, has been appointed as an independent
non-executive Director on 5 September 2007. Ms. Dong was granted
the qualification as senior engineer by B 2% &5 %2 12 /5 (State Medical
Control Bureau) in 1988, and is currently the standing deputy chief
secretary of B T2 & (China Starch Industry Association)
responsible for its general management as well as organizing and
supervising the execution of its annual plans. Over the years, Ms.
Dong had won several technology awards, including BHERR =
£ 4% (Third Level Award on Technology Results) and BH# 2=
Z 42 (Third Level Award on Technology Advancement) in 1984 and
1986 respectively granted by JAl L& RIZ2RMZEEE (Science and
Technology Committee of Hebei Province), BHE#E# —5 48 (First
Level Award on Technology Advancement) in 1986 granted by ;A 3t
% B2 2548\ 7] (Chief Medical Company of Hebei Province) and =%
4% (Third Level Award) in 1987 granted by BI R B2 filT i 25 8857 2
Z B (Evaluation Committee of the State Science and Technology
Advancement Awards). Ms. Dong's achievements in technologies was
also evidenced by the grant of a special financial grant from the State
Council in 1993 for her contributions in engineering technologies.
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Darectors and Sentor Management Profiles

T E2ROREHBAEBA

Ms. Yu Shumin, aged 69, has been appointed as an independent

non-executive Director on 5 September 2007. Ms. Yu graduated from

b FRIEE T E4 (Beijing Chemical Technical Institute) in 1963

with a diploma in 2 #T{E£2 (Chemical Analysis). Ms. Yu obtained the

qualification as engineer in 2 #T{EL2 (Chemical Analysis) in 1988.

Ms. Yu is a consultant of JR#3#ED & (Cornstarch Sweetener Sub-
AN

association) and % JCEE & (Polyol Sub-association) in the AR B2
% T 21 (China Fermentation Industry Association).

Mr. Cao Zenggong, aged 48, has been appointed as an independent
non-executive Director on 5 September 2007. Mr. Cao graduated from
/& ZE K Z (Qinghua University) in 1984 with an undergraduate degree
in B Z& K E BE)1L (Electrical Engineering Specialising in Power
System and Automation). Mr. Cao is the &= {E (deputy director) of
2R IR £ E8 (the Development Planning Department) of LLIERE 15
&/~ A (Shandong Electric Power Corporation) principally responsible
for power system planning, project feasibility analysis and electricity
network management, and has been appointed as a specialist of
the specialist committee of Shandong Electric Power Corporation in
October 2006. Mr. Cao was awarded the =% %% (Third Level Award)
for his thesis on 1R 2E{b 28 51 — W A8 3R 5% B DA A B4R (Standardiised
Design —Keys to City Electricity Network Construction and Re-modeling)
by I1LIE E# T2 E& (Shandong Society for Electrical Engineering) in
2001. Mr. Cao was also granted honorary certificates by FREIE /18
2R =T (Electric Power Design Association) in 2003 and 2004 for
his participation in two award-winning projects, namely the & F ¥ T
B R R E Jinan City Electricity Network Development Plan) and
the AL CEM)500kvEEEFT T2 (Yellow River North (Bingzhou)
500kv Transformer Station Project), respectively.

Mr.Yue KwaiWa, Ken, aged 45, has been appointed as an independent
non-executive Director on 5 September 2007. Mr. Yue is a Certified
Public Accountant with over 18 years of experience in accounting,
auditing and corporate finance. Mr. Yue is also a member of American
Institute of Certified Public Accountants and Colorado State Society of
Certified Public Accountants. He is also holding a specialist certificate
and a practising certificate in corporate finance of the Hong Kong
Securities Institute.

All the executive directors of the Company are respectively responsible
for the various aspects of the business and operation of the Group.
These executive directors of the Company are regards as the members
of the senior management team of the Group.
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Report of the Directors
TrFHET

The Directors have pleasure in presenting their annual report and the
audited consolidated financial statements of the Company and its
subsidiaries (collectively, the “Group”) for the year ended 31 December
2010.

The principal activity of the Company is investment holding. The
Company’s subsidiaries are principally engaged in the manufacture
and sale of cornstarch, lysine, starch-based sweetener, and ancillary
corn-based and corn-refined products and sales of electricity and
steam. Details of the principal activities of the Company’s subsidiaries
are set out in note 18 to the consolidated financial statements. There
were no significant changes in the nature of the principal activities
of the Group during the year.

The results of the Group for the year ended 31 December 2010 are
set out in the consolidated statement of comprehensive income on
page 47.

The Board is pleased to recommend the payment of a final dividend
of HK0.67 cents per share, totalling approximately HK$38,724,000.
Subject to the approval of the shareholders of the Company in the
forthcoming annual general meeting (the "AGM") of the Company, the
final dividend is expected to be paid on 20 June 2011.

Details of the share capital of the Company during the year are set
out in note 30 to the consolidated financial statements and in the
consolidated statement of changes in equity.

During the year, the Group spent approximately RMB52,392,000 on
additions of property, plant and equipment mainly for the expansion
and enhancement of its production capability.

Details of movements in the Group's property, plant and equipment
during the year are set out in note 16 to the consolidated financial
statements.
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Report of the Dicectors
TrEHeT

A summary of the published results and assets and liabilities of the
Group for the last five financial years is set out on page 136. The
summary does not form part of the audited consolidated financial
statements.

As at 31 December 2010, the Company's reserves available for distribution
to shareholders amounted to approximately RMB362,081,000. The amount
of distributable reserves included the Company's share premium of
approximately RMB274,386,000, which may be distributed provided
that the Company will remain solvent after the distribution of dividend.
Movements in the reserves of the Company are set out in note 31 to the
consolidated financial statements.

During the year, sales to the Group’s five largest customers accounted
for less than 30% of the Group’s turnover and purchases from the
Group's five largest suppliers accounted for less than 30% of the total
purchases of the Group.

The Directors of the Company during the year and up to the date of
this report were:

Executive Directors

Mr. Tian Qixiang (Chairman)

Mr. Gao Shijun (Chief Executive Officer)
Mr. Yu Yingquan

Mr. Liu Xianggang

Independent non-executive Directors

Ms. Dong Yanfeng
Ms. Yu Shumin

Mr. Cao Zenggong
Mr. Yue Kwai Wa, Ken

By virtue of Article 108 of the Company’s Articles of Association, Mr.
Yu Yingquan, Mr. Cao Zenggong and Mr. Yue Kwai Wa, Ken will retire
and, being eligible, offer themselves for re-election at the forthcoming
AGM.

%0
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Report of the Directors
3807

The Company has received from each of the independent non-
executive Directors an annual confirmation of his independence
pursuant to Rule 3.13 of The Rules Governing the Listing of Securities
on the Stock Exchange (the “Listing Rules”) and as at the date of this
report still considers all of them to be independent.

As at 31 December 2010, none of the Directors proposed for re-election
at the AGM has entered into any service contract with the Company
which is not determinable by the Company within one year without
payment of compensation, other than statutory compensation.

The emolument policies of the Group are formulated based on the
Group's operating results, individual performance, working experience
and responsibility, merit, qualifications and competence of individual
employees and comparable market statistics and are reviewed
regularly.

The Directors' fees are subject to shareholders’ approval at general
meetings. Other emoluments of directors are determined based
on the Group's operating results, individual performance, duties,
responsibilities and comparable market statistics.

Details of the emoluments of the Directors and the five highest paid
individuals of the Group during the year under review are set out in
note 12 to the consolidated financial statements.

Save as disclosed above, at no time during the year had the Group
and the director entered into any contract of significance.
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Report of the Dicectors

AR I

%

As at 31 December 2010, the interests and short positions of the

Directors and the chief executive of the Company in the shares,

underlying shares or debentures of the Company or any of its associated

corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (Chapter 571 of the Laws of Hong Kong) (the “SFO”)
as recorded in the register kept by the Company pursuant to Section

R-ZB-—ZF+_A=t—H EFNAEAR
AIERTHRABRAR A SHE E A 85

E(EERBEBEVBENEES LB KD
([BH KB GED D EXVERD ) B - 1EE

iy MEZF - BAREEZE S MRERDE
32fFABRBR AR BFENERMALARE

352 of the SFO or as otherwise notified to the Company and the Stock — _F TR BIFFEA) E 31T AETEER % E!’]
Exchange pursuant to the Model Code for Securities Transactions by 1= 2E =7 BI|( H;‘%‘Eif,ﬁ\lj NBBTHE AN
Directors of Listed Issuers (the "“Model Code”) contained in the Listing — B3Z FTRYRERS MR B IR ¢
Rules, were as follows:
The Company/ Capacity/nature Number and class of Percentage
Name of Director associated corporation of interest securities held (Note 1) of shareholding
R ADE/ AR 5/ BRtE FEESHE RER () ERESVEI L
Mr. Tian Qixiang The Company Interest in a 350,000,000 Shares (L) (Note 2) 60.56%
(“Mr. Tian") /NG| controlled corporation 350,000,000 A% A (L) (KizF2)
HERLSE REtEE R
(THEE]D)
Merry Boom Group Limited Beneficial owner 31 ordinary shares of USS1 each (L) 54.58%
hEEEARAR BREAA ReREEIETNEERD
Mr. Gao Shijun Merry Boom Group Limited Beneficial owner 60 ordinary shares of US$1 each (L) 25.00%
attEEE REEEARAR BREAA CORR B EE 1R TTH B BAR(L)
Mr. Yu Yingquan Merry Boom Group Limited Beneficial owner ordinary share of USS1 each (L) 0.42%
Ta2%HE hEEEARAR BB REREEE T EBRL
Note: B

(1) The letter " denotes the Directors’ long position in the shares of the

Company or the relevant associated corporation.

(2)  These Shares were held by Merry Boom Group Limited. Merry Boom

Group Limited is owned as to approximately 54.58% by Mr. Tian. Mr.

Tian is deemed to be interested in all the Shares held by Merry Boom
Group Limited under the SFO.

o)

CHINA STARCH HOLDINGS LIMITED
ANNUAL REPORT 2010

) FELURTEERAR TS BEREE
RAHTE -

Q) HEROHABREEEBRARFE - FH
B GBR A F A A e £ A £54.58% a8 o m
BEHRBEED - BEEWRARIEES
EERARSBENAERG T HEES



Report of the Directors
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Save as disclosed above, as at 31 December 2010, none of the Directors
and the chief executive of the Company nor their respective associates
had any interest or short position in the shares, underlying shares
and debentures of the Company or any of its associated corporation
(within the meaning of Part XV of the SFO) which were required to
be recorded in the register kept by the Company pursuant to section
352 of the SFO or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code.

The Company adopted a share option scheme (the “Scheme”) on 5
September 2007. The major terms of the Scheme are as follows:

1. Theprimary purpose of the Scheme is to motivate our employees
and other eligible persons entitled under the scheme to optimise
their contributions to the Group and to reward them for their
contribution to the Group.

2. Eligible participants of the Scheme are (a) any employee
(whether full-time or part-time including any executive director
but excluding any non-executive director) of the Company,
any of its subsidiaries or any entity (“Invested Entity”) in which
any member of the Group holds an equity interest; (b) any
non-executive directors (including independent non-executive
directors) of the Company, any of its subsidiaries or any Invested
Entity; (c) any supplier of goods or services to any member of the
Group or any Invested Entity; (d) any customer of any member
of the Group or any Invested Entity; (e) any person or entity
that provides research, development or other technological
support to any member of the Group or any Invested Entity; (f)
any shareholder of any member of the Group or any Invested
Entity or any holder of any securities issued by any member of
the Group or any Invested Entity; (g) any adviser (professional
or otherwise) or consultant to any area of business or business
development of any member of the Group or any Invested
Entity; (h) any other group or classes of participants who have
contributed or may contribute by way of joint venture, business
alliance or other business arrangement to the development and
growth of the Group.

REXHEBEEN R-T—FF+ A=
T—B EFRARAREBTHRABSLRKSF
EBENBEATBER AR SR HE
FEE(EERREBSZ KRB ROIEXVERSD ) AR
-~ RO RESFT  BEREES M
ERPIE3IS2FBLCEN AR R FENELM
AR BZEETAARITAG AR T MR
PR R SORR -

RAARIR_ZEZLF AR ARM—IEER
T EI([ et 8l ]) - ZEHElM X 2 EFK W
T

1. ZEEFMNEBIENRABARRNE
BRZTEIA THEMBEERAL &
RKEAEBRFTENERT B RARE
& WERFEEHAEEEMENETR

2. ZETEMNAERZ2EEZERQART - H
EAIMB R RS A REEMKE AR
HEARENEAER(HREERR]
MEREE (EmEREGRE - 2R
TEZ BETEREIFRTES) O
NAE - AEAMBARSEIRE TR
MERERTER(BRBUIFATE
%) (QRAKEEFKE QR SHEMKR
BEBREEVIRBOEER )R
SEEMKERRREAREEENE
AEP : @RAKEERAKEARHE
B EREHEIE - FEEMRN
SERMERALRER - (OARKEEMA
B ARSI E BB AR
AEEERKERBIRETARETRAA
FTNEMNESHEEFAEA - (A%
B{EAIR B ARSI E BRI EM X
BEHHEBEROEMER(FRRIE
i) Sk A AR () ERE M B AR Al B
BBAE  FHMAAEMEB LM
HAEENERLERELERN2HE
E/NEZERR o

HERDEBRAERQE )) ))

TE-TFFR



Report of the Dicectors
TrEHeT

A

The maximum number of Shares which may be issued upon
the exercise of all outstanding options granted and yet to be
exercised under the Scheme and any other share option scheme
adopted by the Group must not in aggregate exceed 30% of the
share capital of the Company in issue from time to time. The total
number of the Shares which may be allotted and issued upon
the exercise of all options (excluding, for this purpose, options
which have lapsed in accordance with the terms of the Scheme
and any other share option scheme of the Group) to be granted
under the Scheme and any other share option scheme of the
Group must not in aggregate exceed 10% of the Shares in issue
on the date on which the Shares are listed on the Main Board
of the Stock Exchange.

The total number of Shares issued and which may fall to be issued
upon the exercise of the options granted under the Scheme and
any other share option scheme of the Group (including both
exercised or outstanding options) to each grantee in any 12-
month period shall not exceed 1% of the issued share capital of
the Company for the time being (“Individual Limit"). Any further
grant of options in excess of the Individual Limit in any 12-month
period up to and including the date of such further grant must
be separately approved by the shareholders of the Company in
general meeting with such grantee and his associates abstaining
from voting.

Any grant of options under the Scheme to a director, chief
executive or substantial shareholder of the Company or any of
their respective associates must be approved by independent
non-executive directors of the Company (excluding independent
non-executive director of the Company who or whose associates
is the proposed grantee of the options). In addition, any grant
of options to a substantial shareholder or an independent non-
executive director of the Company or any of their respective
associates, in excess of 0.1% of the Shares in issue at any time
or with an aggregate value (based on the closing price of the
Shares at the date of the grant) in excess of HKS5 million, within
any 12-month period, are subject to shareholders’ approval of
the Company in a general meeting.
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Report of the Directors
3807

The exercise period of the share options granted under the 6.  #RIEZT213% B A EARE N TTEHR &
Scheme is determined by the directors of the Company, which RABEZETE  ZPETHEHER
period may commence from the date of the offer for the grant HEFE AR ERHEREREA
of options is made, but shall end in any event not later than 10 B8+ 1F - saZerEIEm B ERE(BA
years from the date of the offer for the grant of the option or REERE)  EARBEZAINEE
the expiry date of the Scheme, if earlier, subject to the provisions RAESTIR R IR o
for early termination as stated in the Scheme.
The acceptance of an offer of the grant of the option must be 7. $%H BERRRE R 35 B 15 HH 2 35 H HR AR ET
made within 21 days from the date of the offer for the grant ZH—HRER - mEARRARERRA
with a non-refundable payment of HK$1.00 from the grantee. SRR BIFR1.0078 7T ©
The exercise price of the share option is determined by the Board 8. MEREMNITEELRESEE T - BTG
but shall not be less than the higher of (i) the closing price of PRATE®RSE  ORHAIRLE B EAE
the Shares as stated in the daily quotations sheet of the Stock B¢ A2 P A #E%:ziﬁﬁﬂ WUTIE 5 (DA% 1D
Exchange on the date of grant; (i) the average closing price of REEEREBHAI A EEEIERHAT
the Shares as stated in the Stock Exchange's daily quotations AR LRSI A FHWE - Riin&Hm
sheets for the five business days immediately preceding the HE -
date of grant; and (iii) the nominal value of the Shares.
The Scheme shall be valid and effective till 4 September 2017. 9. it EE AR ZE —+tFNLAMA
Ik o
As at 31 December 2010, no share options were granted under the WZZE—ZE+_-A=+—H  #HEREKR
Scheme of the Company. NEIFZET B AR o
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Asat 31 December 2010, sofarasis known to the Directors, the following
persons, other than a Director or chief executive of the Company, have
an interest or a short position in the shares or underlying shares of
the Company as recorded in the register required to be kept by the

Company under section 336 of the SFO:

Name of shareholder

RREHE

Capacity/nature
of interest

g4 REME

R-E-—ZTF+_A=+—H BEEM
o mAREREE S KRB RDIFE336/EA
NEAFENETMACE U FAL(ES
FARNRBEBITERABRINE AR B R K
MR P AR RTSOAR

Number of shares/
underlying shares (Note 1)

B2, HEBE R BB (FHEE1)

Percentage of
issued share capital

HERTRAEI

Merry Boom Group Limited
REEEFR AR

Victory Investment China Group
Limited ("VICGL")

Beneficial owner
EmiEA A

Beneficial owner

ERmfEAA

350,000,000 (L) 60.56% (Note 2)

(BF5E2)
292,000,000 (L) 6.77% (Note 3, 4)
(Pft3¥3, 4)

Mr. Wang Ruiyun (“Mr. Wang")

Person having a
security interest

FHRE
REREA

Interest in a controlled

FmELEE(ELRE]D corporation (VICGL)
ZEH)EE s
(VICGL)
Note:

26

The letter "L denotes the long position in the shares of the Company.

These shares were held by Merry Boom Group Limited. Merry Boom
Group Limited is owned as to approximately 54.58% by Mr. Tian, an
executive Director and Chairman of the Company. Mr. Tian is deemed
to be interested in all the shares held by Merry Boom Group Limited
under the SFO as disclosed under the paragraph headed “ Directors’
and Chief Executive’Interests and Short Positions in Shares, Underlying
Shares or Debentures of the Company or its associated corporations”
above.

In accordance with the corporate and individual substantial shareholder
notices of VICGL and Mr. Wang filed on 17 August 2010, they are
interested in 145,000,000 underlying shares through the holding of
certain unlisted cash-settled equity derivatives.

In accordance with the corporate substantial shareholder notice of
VICGL filed on 17 August 2010, VICGL holds a long position in 99,000,000
shares jointly with another corporate shareholder named “Goldstone
Fund Ltd"

CHINA STARCH HOLDINGS LIMITED
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Save as disclosed above, as at 31 December 2010, other than the
directors and chief executive of the Company whose interests or short
positions are set out in the paragraph headed ” Directors' and Chief
Executive' Interests and Short Positions in Shares, Underlying Shares
or Debentures of the Company or its associated corporations” above,
the Directors and the chief executive of the Company were not aware
of any person who had an interest or a short position in the Shares,
or underlying Shares of the Company which were required to be
recorded in the register kept by the Company pursuant to section
336 of the SFO.

Save as the Scheme of the Company disclosed above, at no time during
the year was the Company, its holding company, its subsidiaries or
fellow subsidiaries a party to any arrangements whose objects are, or
one of whose objects is, to enable the Directors to acquire benefits by
means of the acquisition of shares in, or debentures of, the Company
or any other body corporate.

There was no purchase, sale or redemption by the Company or any
of its subsidiaries, of the Company’s listed securities during the year
ended 31 December 2010.

As at the date of this report, IUERE X ERIEREBRBR A A
(Shandong Shouguang Juneng Holding Group Co., Ltd.) (“Juneng
Holding Group”), an investment holding company established in the
PRC, was 55% owned by Mr. Tian (who is a Director and a controlling
shareholder of the Company) and accordingly is an associate of Mr. Tian
for the purpose of the Listing Rules. As at the date of this report, Juneng
Holding Group was interested in approximately 33% of the equity
interest of LI FREBH E LR EEHE B A (Shandong Shouguang
Juneng Heat and Electricity Development Co., Ltd.) (Juneng Heat and
Electricity Development”), a company established in the PRC and is
principally engaged in the provision of electricity to the provincial
power grid of Shandong Province. Each of Juneng Holding Group and
Juneng Heat and Electricity Development has given an irrevocable
non-competition undertaking in favour of the Company.

Save as disclosed above, as at 31 December 2010, in so far as the
Directors were aware, none of the Directors or their respective associates
had any interest in a business apart from the Group’s businesses that
competed or was likely to compete, either directly or indirectly, with
the businesses of the Group.

R EXHBBEEN R-T—FF+_A=
T—B BEXEEREIEBTHAEBRAR
A EARBORB A - MR HEFTH
Bam AR |- BAEARRESE T BITH
ABWERIXBI EFERARBITHA
AT A TRAR R A8 B X
BB RIEE 5 & E IGDIF336F Atk
RARRFENELCMANERIOXE

B EXARRBZEEITREEIN  REARE
MREAAR - RERAGF - HMB ARk
REMBARMESLREMEN BREP—
BB RTESREBARR A SAEREA
EANERRRD EFMERNLHE o

BE-—T-TEI-A=T-ALEE &
AFREAAHELIHEBS - BEXE
EHEAAR RIS FTTES -

RARERH  ILRSAEREREEAR
NEN(TEREZERER )T —RER P B KA
BREEBRAR > AARE(REERARENE
PR ) B S50 - FEItb L E AR BRI =
BHALENBEAL RARSHS Bt
ZREBRNILRS I ERREERBR QA
(TEREREER ) A H33%IE - ERER
BERD-ENXNPEKIOHLRR  TERF
AILREENRGERHEES - BREIEREE
LERBRBERZ BT AIREMFAARA A
YEH AN TR

B EXPEBEEIN RZEBE-ZF+-R=
T—H BEFHA BEEFAWNELE
R A T AR B R IS B IR SRR B
sk A RERB AR B F ) X FS (R R BRTFERIN)
A L4 -

RN ER AR AR
—E-TFEEFR

5



Report of the Dicectors
TrEHeT

There are no provisions for pre-emptive rights under the Company’s
articles of association or the laws of Cayman lIslands, which would
oblige the Company to offer new shares on a pro-rata basis to its
existing shareholders.

Based on the information that is publicly available to the Company
and within the knowledge of its Directors, as at the date of this report,
there is sufficient public float of not less than 25% of the Company’s
total issued shares as required under the Listing Rules.

The Directors are of the opinion that the Company has complied with
the code provisions set out in the Code on Corporate Governance
Practices contained in Appendix 14 to the Listing Rules throughout
the year.

The Company's corporate governance practices are set out in the
Corporate Governance Report on pages 39 to 44 of this annual
report.

The consolidated financial statements have been audited by
PricewaterhouseCoopers who shall retire and, being eligible, offer
themselves for re-appointment at the forthcoming AGM.

On behalf of the Board
Tian Qixiang
Chairman

Hong Kong

22 March 2011
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Corporate Governance Report

A A A -

The board (the “Board”) of directors (the “Directors”) of the Company
is mindful of the importance of good corporate governance practices
and procedures in safeguarding shareholders'interests and enhancing
the performance of the Group. With this objective in mind, the
Company is committed to the establishment and implementation of
good corporate governance practices and procedures.

During the year under review, the Company has complied with the
code provisions prescribed in the Code on Corporate Governance
Practices (the "CG Code") set out in the Appendix 14 of the Listing
Rules which are adopted by the Company as its own code of corporate
governance practices.

The Company has adopted its own Securities Dealing Code (the
“Dealing Code”) on terms no less exacting than the Model Code
for Securities Transactions by Directors of Listed Issuers set out in
the Appendix 10 of the Listing Rules. The Dealing Code applies to
all Directors and to all employees who are informed that they are
subject to its provisions. The Company has made specific enquiry of
all Directors and that all the Directors confirmed their compliance
with the required standard set out in the Dealing Code throughout
the year under review.

During the year ended 31 December 2010, the Board comprised of
four executive Directors, namely Mr. Tian Qixiang, Mr. Gao Shijun,
Mr. Yu Yingquan and Mr. Liu Xianggang and four independent non-
executive Directors namely Ms. Dong Yanfeng, Ms. Yu Shumin, Mr. Cao
Zenggong and Mr. Yue Kwai Wa, Ken. Independent non-executive
Directors represents 50% of the Board.
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Corporate Governance Report
O R R

In every year December, the Board schedules the time of four regular
meetings in the upcoming year, which will be held in a quarterly
intervals, in order to encourage the Directors to actively participate
in Board meetings.

Additional Board meetings are convened as and when required. Details
of the Director’s attendance record, on name basis, are as follows:

EEENEBF+ - AFEIRFNERFRT
MEHERNEHEE  BNEXBZTEFR
BENEFEER -

NERENEANENEFG RS - SEF
B R EEIE T

Regular Other

meetings meetings

EHER Hit gz
Executive Directors: BITES:
Mr. Tian Qixiang (Chairman) BEFLE (FE) 1/4 2/5%
Mr. Gao Shijun (Chief Executive Officer) SttEEEE (7TEAEH) 4/4 4/54
Mr. Yu Yingquan FRE2EE 4/4 3/5%
Mr. Liu Xianggang 2R M LA 4/4 3/5
Independent non-executive Directors: BIEHITES :
Ms. Dong Yanfeng E13_yegun 4/4 2/5
Ms. Yu Shumin RPH AL 4/4 2/5
Mr. Cao Zenggong BRI LA 3/4 1/5
Mr. Yue Kwai Wa, Ken REELELE 4/4 3/5
* The directors did not attend two meetings to approve the placing  * BEAARNAFZE(ER]) ZEE%

of existing shares and top-up subscription of new shares and the
connected transaction of sales of bank acceptance bills respectively
as they were interested in the said transactions pursuant to the Articles
of Association (the "Articles”) of the Company.

# The director did not attend one meeting to approve the placing of
existing shares and top-up subscription of new shares as he was
interested in the said transaction pursuant to the Articles.

There is no relationship (including financial, business, family or
other material/relevant relationship(s)) among the Directors and in
particular, between Mr. Tian Qixiang (Chairman) and Mr. Gao Shijun
(Chief Executive Officer). The biographies of the Directors are set out
in the section named “Directors and Senior Management Profile”. The
Company has received annual confirmations of independence from
each of the independent non-executive Directors in accordance with
Rule 3.13 of the Listing Rules.

The Board is mainly responsible for formulating of the Group's long term
strategy and development plan, deciding major financial and capital
project, reviewing internal control and risks. The Board delegates the
day-to-day operations, general management function to the executive
Directors and senior management of the Group.

Y0
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Corporate Governance Report
CFE A

The Company has complied the provision A.2.1 of the CG Code as the
roles of the Chairman and Chief Executive Officer were separated and
not be performed by the same individual. Mr. Tian Qixiang holds the
position of the Chairman, and is primarily responsible for the strategic
positioning of the Group. Mr. Gao Shijun serves as the Chief Executive
Officer, and is primarily responsible for overseeing the operations and
business development of the Group.

Pursuant to the Article 108 of the Articles of the Company, every
Director shall be subject to retirement by rotation at least once every
three years. Any Director appointed to fill a casual vacancy or as
an additional Director shall hold office only until the next following
general meeting of the Company and shall then be eligible for re-
election at that general meeting.

Independent non-executive Directors are appointed for a term of two
years subject to retirement by rotation and re-election in accordance
with the Articles.

During the year under review, Mr. Tian Qixiang, Mr. Gao Shijun and Ms.
Yu Shumin retired and were re-elected as the Directors at the annual
general meeting held on 17 June 2010.

The major roles and functions of the Audit Committee are to review
and supervise the financial reporting process, financial controls, internal
control and risk management system of the Group and to provide
recommendations and advices to the Board on the appointment, re-
appointment and removal of external auditor as well as their terms
of appointment. The terms of reference of Audit Committee are on
terms no less exacting than the provision C.3.3 of the CG Code. The
Audit Committee of the Company consists of all independent non-
executive Directors namely Ms. Dong Yanfeng, Ms. Yu Shumin, Mr.
Cao Zenggong and Mr. Yue Kwai Wa, Ken. Mr. Yue Kwai Wa, Ken is the
chairman of the Audit Committee.
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Corporate Governance Report
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The Audit Committee met two times during the year under review.
During the meetings, the Audit Committee reviewed the results and
the financial reports with the management, discussed the annual audit
issues with the external auditor and made recommendation to the
Board on the re-appointment of the external auditor. All members of
the Audit Committee attended the meetings.

The major function of the Remuneration Committee is to make
recommendation to the Board on the remuneration policy and
remuneration structure for all Directors of the Company. The terms
of reference of the Remuneration Committee are in line with the
provision B.1.3 of the CG Code. To ensure good communications, the
Remuneration Committee of the Company consists of all independent
non-executive Directors namely Ms. Dong Yanfeng, Ms. Yu Shumin, Mr.
Cao Zenggong and Mr. Yue Kwai Wa, Ken and the Chairman of the
Company, Mr. Tian Qixiang. Mr. Yue Kwai Wa, Ken is the chairman of
the Remuneration Committee.

The Remuneration Committee met once during the year under review.
During the meeting, the Remuneration Committee reviewed and
made recommendation on the remuneration, including discretionary
bonus, of the Directors and the remuneration policies. All members
of the Remuneration Committee attended the meeting.

The major functions of the Nomination Committee are to review
the structure and composition of the Board, to review and provide
recommendations to the shareholders of the Company on the
terms of Director’s service contract, and to assess the independence
of the independent non-executive Directors. The Nomination
Committee considered the individual’s professional knowledge,
industry experience, personal ethic, personal skill and independence
(in case of an independent non-executive Director) when it makes
recommendation to the Board as to whether that individual is suitably
qualified to become a member of the Board. The terms of reference
of the Nomination Committee are on terms no less exacting than the
provision A4.5 of the CG Code. The Nomination Committee of the
Company consists of all independent non-executive Directors namely
Ms. Dong Yanfeng, Ms. Yu Shumin, Mr. Cao Zenggong and Mr. Yue Kwai
Wa, Ken and the Chairman of the Company, Mr. Tian Qixiang. Mr. Yue
Kwai Wa, Ken is the chairman of the Nomination Committee.

DS

CHINA STARCH HOLDINGS LIMITED
ANNUAL REPORT 2010

REBEFE EERZEGHABITMREE
L BENZECREHEERMNXELYE
HE - RINBRBMS REARFEEZNSE
BRBAEBIIEZHEMAESTSELES
PREZZBENEBHAELFEEZ -

FHEZEen T EZRE/UALAZRES
MF MR R FMRERES SR ES -
FNEEenREEERMCRERERTE
BAMGRIAN - /T A RIBE » A1 A FH M
ZEENBERERBIUINTESELSE
L RBAEEZL BRENELE  RFER
ERARRREFEMEMFESLLE - REERES
FMEEEXE -

REBEFE  FMEZESRBT-REE -
L FHZESRNBEASESTHIN
B REL R RERES 2R8BFHE

BeXBEHELEER -

REZEENIZRES/RTETENRE
K ABRK - BHE MR EZN IR A M IERR A A
NEREREMER YA EBLIFENTES
WBEIMN REBRALTEREETERNAE
FemMRAEFSFLEZR  REAZEEE
BEALTHERN®  TE&ER  BAB
& AR AN B M (M A B L IEITE
) REZESNWRELETLLERERR
RTFRIAASIERRR - ARRIREZREZEGNKE
ERE2BBEIFNTESTELEEZLE - TR
Gt BIRIELE  RFEXERARA
TREEEFELE RFERERRELEZES
B



Corporate Governance Report
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The Nomination Committee met once during the year under
review. During the meeting, the Nomination Committee made
recommendation to the Board for the re-election of Directors at
the annual general meeting and reviewed the independence of the
independent non-executive Directors. All members of the Nomination
Committee attended the meeting.

The Directors acknowledge their responsibility for the preparation and
the true and fair presentation of the consolidated financial statements
in accordance with Hong Kong Financial Reporting Standards and
Hong Kong Accounting Standard, suitable accounting policies have
been used and applied consistently, and reasonable and prudent
judgement and estimates have been made. The Board is not aware
of any material uncertainties relating to events or conditions that may
affect the business of the Company or cast doubts on its ability to
continue as going concern.

The financial information and plans were discussed in the regular
Board meetings. The Chairman of the Company is responsible for
explaining the latest business development and financial projections
to the Directors.

For the year ended 31 December 2010, the fee payable to the external
auditor of the Company, PricewaterhouseCoopers, in respect of audit
and non-audit services is set out below:

Audit:
Tax representative service:

HK$1,450,000
HK$30,000

The Board is ultimately responsible for the effectiveness of the internal
control system of the Group. The management of the Group has
dedicated to improving the efficiency of accounting and financial
reporting. During the year under review, the Board, through the
internal audit department, has performed internal control review on
major operations of the Group. The Group is not aware of any material
weaknesses. In addition, the scope of review will be determined by
the Board and the Audit Committee.
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The Company actively promote effective communications with
shareholders and investors. Shareholders are encouraged to attend
the general meetings. The notice of annual general meeting is
distributed to all shareholders at least 20 clear business days prior
to the annual general meeting. In addition, procedures for voting by
polls are set out as per the notice of general meeting. The Chairman
of the general meeting conducts voting only after having confirmed
with shareholders that they have no problem about the procedures
of voting by poll.

During the year under review, the company has participated numerous
roadshows and investors'conferences organised by various investment
banks in order to enhance the Group's relationship with research
analysts, fund managers and institutional investors. All discussions are
limited to explanations of published material and non-price sensitive
information. In addition, the Company has also arranged several
factory tours in Shouguang.

CHINA STARCH HOLDINGS LIMITED
ANNUAL REPORT 2010
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Independent Avditor s Report
9 = 1 387 %0 &

PRICEAATERHOUSE(COPERS

BORKBEEFMEBAR

INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
CHINA STARCH HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of China Starch
Holdings Limited (the “Company”) and its subsidiaries (together, the
“Group”) set out on pages 47 to 135, which comprise the consolidated
and company statements of financial position as at 31 December
2010, and the consolidated statement of comprehensive income, the
consolidated statement of changes in equity and the consolidated
statement of cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory information.

DIRECTORS'RESPONSIBILITY FORTHE CONSOLIDATED
FINANCIAL STATEMENTS

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

AUDITOR'’S RESPONSIBILITY

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

PricewaterhouseCoopers ZE R KBS
22nd Floor, Prince’s Building &i&H 1%

Central, Hong Kong ANFRE22E
Telephone: (852) 2289 8888 &% : (852) 2289 8888
Facsimile: (852) 2810 9888 {5 : (852) 2810 9888
www.pwchk.com www.pwchk.com
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Independent Avditor ¢ Report
CRETS L

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

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

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

OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group as
at 31 December 2010 and of the Group’s profit and cash flows for the
year then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 22 March 2011

CHINA STARCH HOLDINGS LIMITED
ANNUAL REPORT 2010

Yo

BPEREBEGHMOGRONBTLE
BAPEITEN - RSB BRALMETER
B WHEIRBITES  NEERTES B
MEHEREE A EAEAHERRAL

BEiP MITIEF A EUE R A Ot B IR R
BB BRBEERNELRE - FOEEN
T2 BUR A2 BUAD 9 2l - BT B R
IR MEMA MU BREFEERNER
Bt LR o ERHE X F R - R BEE
BHEZABGRHEAHFYBHREAFHEERM
RFHRBRAERABIES - ARFTEE R
B2 EEMALIFHERRAMEHNE
MEBERER - Bt TBEFEEEAEA
CETBRRNAEERFL SR ARG E
- ARFHESHMBRROBEEINRS
= o

BFIEE - ROMESHNEREETEN
BEEHRBRMINETE RIREEM -

=z
=
BFRR  ZECHYBHRREREZT B

BHREEAEEMRATFHRREARTNES
BR-_Z-—ZTF+ -_A=+T—"BWEHKHNR
o REEBHEZALFENMNEBMES
mE - WERBREB(RRED)DWBEERE
HISMRE -

BORKEST SR
X EATED

BB —E——%F=A-1+—-H



Consolrdated Statement of Comprehensive Tncome
2GRS &

For the year ended 31 December

HET-_A=T—BILtFE

Note 2010 2009
WE  —¥-%F  —TTAS
RMB’000 RMB'000

ARBTR ARET T

Turnover LERB 5 2,504,733 1,957,525
Cost of goods sold HEKAR (2,220,036) (1,745,584)
Gross profit EH 284,697 211,941
Distribution expenses DIEER (72,041) (50,981)
Administrative expenses 1THE (60,262) (47,218)
Other income HABKA 6 29,591 11,023
Operating profit 1T 181,985 124,765
Finance income RbE WA 7 8,169 2,733
Finance costs BB R AR 8 (1,901) (2,169)
Share of result of an associate fE(h—REE N R EE 1,727 2,147
Profit before taxation B A5 B MR 9 189,980 127,476
Income tax expenses FTSRi 10 (26,635) (662)
Profit and total comprehensive income for the year ZREEF|E KR4RE WS4A%E 163,345 126,814
Attributable to: AT EIBMER, -
Equity holders of the Company RNATRHERFFE A 161,711 126,659
Non-controlling interests FEFEAR AR R A 2 1,634 155
163,345 126,814
Basic and diluted earnings per share (RMB) BREARESRT (AR) 13 0.0284 0.0242
Proposed final dividends O R B 14 32,951 26,682

The notes on pages 54 to 135 are an integral part of these consolidated 854 1358 Kt 31 T34 B B 7S SR 3% 69 EL A &B
financial statements. 7 e
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Consodrdated Stotement of Financial Fosttion
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As at 31 December

W+=ZA=+—¢~
Note 2010 2009
i —E2-FF —ETNEF
RMB’000 RMB'000
AR¥T T ARETTT
Non-current assets FRBEE
Property, plant and equipment mE - WEREE 16 540,712 548,014
Prepaid lease payments FENEER 17 43,338 43,564
Interest in an associate R—REEE AR ER 19 41,251 39,094
Deferred tax assets ERETRREE 28 1,689 6,019
626,990 636,691
Current assets REBEE
Inventories & 20 196,833 194,223
Prepaid lease payments BREER 17 1,185 1,175
Loan receivable FEWE T 2] 19,605 -
Trade and other receivables B 5 KR E A YR 22 361,023 214,106
Pledged bank deposits EEPRITFER 23 - 2,004
Fixed deposits with maturity period =EANEFEBER
over three months 24 300,000 -
Cash and cash equivalents BekReEEY 24 276,471 291,296
1,155,117 702,804
Total Assets mEE 1,782,107 1,339,495
Equity R
Equity attributable to EARRBEFEARGES
equity holders of the Company
Share capital B 30 515,234 237,762
Reserves 1 924,863 734,120
Attributable to equity holders B ARG 1,440,097 971,882
Non-controlling interests FEIERR AR R 2 18,009 16,375
Total equity FESEEE 1,458,106 988,257

e ——————— - e T M W - W W W S S e S S S e W S W W G M e S s S it e
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Consolrdated Statement of Financiad Posttion
CRC Rk X LIRS

As at 31 December

R+=—A=+—H
Note 2010 2009
= —E-ZF —ETNF
RMB’000 RMB'000
AR¥T T AREFIT
Non-current liabilities FREBEE
Deferred tax liabilities EEFIEAE 28 347 75
Borrowings B 27 6,426 7312
Deferred income EEYA 29 23,182 19,602
29,955 26,989
Current liabilities REEE
Trade and other payables B 5 KE MR 25 223,764 217,984
Income tax payable ANRIESTT 13,271 10,375
Employee housing deposits BIRERES 26 26,381 26,381
Borrowings fER 27 30,630 69,509
294,046 324,249
Total liabilities weE 324,001 351,238
Total equity and liabilities EankBEREHE 1,782,107 1,339,495
Net current assets mEEEFE 861,071 378,555
Total assets less current liabilities BEERRBEE 1,488,061 1,015,246

Tian Qixiang Yu Yingquan
HEH TEZ
Director Director

= =

The notes on pages 54 to 135 are an integral part of these consolidated 55421358 B sE Th & GBI IS R A E A 26

7 e

financial statements.
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Statement of Fanancial Posttion

87 3% 38 9% 2,

As at 31 December

Rt+—A=+—8
Note 2010 2009
B EE —E-2F —EENF
RMB’000 RMB'000
ARETT AREFIT
Non-current assets kRBEE
Investments in subsidiaries R B R RIMEE 18 159,121 159,121
Current assets RBEE
Loan receivable JENE K 2] 19,605 -
Other receivables =R e 22 389 -
Amounts due from subsidiaries FEUW F R B FIB 18 697,375 454,638
Cash and cash equivalents HeMREFEY 24 4,523 833
721,892 455,521
Total assets BEE 881,013 614,642
Equity R
Equity attributable to ARTEERFEABLER
equity holders of the Company
Share capital &N 30 515,234 237,762
Reserves i 37 362,081 373,264
Total equity RS 877,315 611,026
Current liabilities REBEE
Other payables HAth B K 25 3,698 3616
Total equity and liabilities BERAERE 881,013 614,642
Net current assets RBEETHE 718,194 451,905
Total assets less current liabilities BMEERRBEE 877,315 611,026

Tian Qixiang Yu Yingquan
HEH THERZ
Director Director

EF EF

The notes on pages 54 to 135 are an integral part of these consolidated ~ £554& 135 B MMt 51 J5 & G FS SRR A9 E b &1

financial statements. e
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Consolrdated Statement of Changes wn Equaty
e dBEHE &

For the year ended 31 December

HET-_A=T—BILtFE

Attributable to equity holders of the Company
KATRERAARE

Non-
Share  Share  Special  Capital Statutory Retained controlling
capital premium  reserve reserve reserve earnings  Total interests  Total
FER
Bk ROKE HHRE GARE iR BERN &% BREE A%
Note RMBOOO  RMBO0O  RMBOOO  RMBO000  RMBOOO  RMBO0O  RMBOOD  RMBO00  AMBIO0
Wi ARETT ARBTT ARETT ARETT ARETT ARBTT ARET ARETT ARETT

(Note 31(i)

(W310)
At 1 January 2009 N-EENE-A-H BN G8 080 STAM 6483 213978 SIS 1499 887697
Proftfor the year KEEHE - - - - - 16659 126659 155 126814
Dividends ke 14 - M4 - - - - 625 - (624
Transfer to statutory reserves E\iiEhE - - - -8 (1216) - - -
Capital injection to non-wholly RE2ENBLRTE
owned subsidiary - - ] - -2 18 -
At 31 December 2009 RIEENETCAZT-R B MSIA U0 1% TI05 3845 OISR 16375 9882
At 1 January 2010 NZF-35-A-A B M54 U0 1% TI05 3845 Mg 16375 98827
Profit for the year KERHE - - - - ST T 1 163345
Dividends k& 14 - 931 - - - - (93 - )
Transfer to statutory reserves YV - - - S5 (154 - - -
lssue of shares upon placing NEERRTRG 3 HUdde 31400 - - - - 3585 - 335855
lssue of bonus shares B El 3306 (25300 - - - - - - -
At 31 December 2010 NZE-BEFZA=1-H SIS U4 U080 S61% 9439 474762 1440097 18009 1458106

The notes on pages 54 to 135 are an integral part of these consolidated 55421358 B sE Th & GBI IS R A E A 26

financial statements.
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Consodrdated Stotement of Cash Flows

eEAET N &

For the year ended 31 December

HET_A=T—HBItFE

Note 2010 2009
i —E-2F —TTNEF
RMB’000 RMB'000
AR¥T T ARETTT
Cash flows from operating activities RETHEENESRE
Profit before taxation B 250 B AR 189,980 127,476
Adjustments for: KRB IATIER -
Finance income EE WA (8,169) (2,733)
Finance costs EbVE R A 1,901 2,169
Share of result of an associate iR Nl WNIE (1,727) (2147)
Depreciation of property, mE - BERERERTE
plant and equipment 58,765 61,233
Realised gain arising on injecting m—XKEEREEADE
property, plant and equipment and land 5 e AR AN - Hb 5 FR A4
use right as capital to an associate REBEENEERKER (430) (430)
(Gain)/loss on disposal of property, MEWE - BE REE
plant and equipment (Mezs),/ E518 (21) 1,762
Amortisation of prepaid lease payments BT E KA 55 960 831
Amortisation of steam connection income TR A B (2,682) (2,384)
Operating cash flows before movements LIBEESHIRNEE 2RI
in working capital KERPRE 238,577 185,777
Increase in deferred income attributable R BB B (R IR A AN
to steam connection income 1,430 4,459
Increase in deferred income attributable R #68 B FE A B E W A3 0
to government grants 4,832 -
Increase in inventories FEEN (2,610) (61,931)
Increase in trade and other receivables B 5 K H b U GRIE N (146,917) (100,551)
Increase in trade and other payables B 5 K E b S F g 5,780 55,941
Cash generated from operations BEELRIRE 101,092 83,695
Income taxes paid BT (19,137) (1,153)
Net cash generated from operating activities KERBFEENR TR 81,955

82,542

9 CHINA STARCH HOLDINGS LIMITED
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Consolrdated Statement of Cash Flows

P/ o
R AR A
For the year ended 31 December

BET-AS+—BLLFE

Note 2010 2009
BeE —E-ZF —TTNF
RMB’000 RMB'000
AR¥T T ARBTT
Cash flows from investing activities RETHEENESRE
Interest received BFIE 8,169 2,733
Purchases of property, plant and equipment BEWE  BELZE (52,392) (55,134)
Increase in prepaid lease payments TR EFIG N (744) (7,620)
Proceeds on disposal of property, HEWE « BFERZESK
plant and equipment 950 1,831
Increase in loan receivable FEME FRIE N (19,605) -
Increase in fixed deposits with maturity period =& A BA £ 5E Bt R N
over three months (300,000) -
Decrease/(increase) in pledged bank deposits DERITEROR D () 2,004 (2,004)
Net cash used in investing activities wEEBERIR e FE (361,618) (60,194)
Cash flows from financing activities METHEENESRE
Interest paid BERFE (1,901) (2,169)
Dividends paid EARE (29,351) (26,254)
Proceeds from borrowings ERFTE K - 67,071
Repayments of borrowings BEER (39,765) -
Decrease in employee housing deposits BEIREREFRRD - (12,525)
Proceeds from shares placed Fe & AR 19 FT 15K 335,855 -
Net cash generated from MEEHELNREFE
financing activities 264,838 26,123
Net (decrease)/increase in cash RENREEEY
and cash equivalents CRA) /1 hnF a8 (14,825) 48,471
Cash and cash equivalents at the FUNReRREEEY
beginning of the year 291,296 242,825
Cash and cash equivalents at the end FROVE MR EEEY
of the year represented by bank (ASRITHESR RIR27R)
balances and cash 24 276,471 291,296

The notes on pages 54 to 135 are an integral part of these consolidated

financial statements.
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Notes to the Consodrdated Financiod Stoatements
2 1% 87 3% % % M4

For the year ended 31 December 2010
HE-ZTF+-A=T—HILFE

S

General information

China Starch Holdings Limited (the“Company”) was incorporated
in the Cayman Islands under the Cayman Islands Companies
Law as an exempted company with limited liability on 29
November 2006. Its ultimate holding company is Merry Boom
Group Limited (“Merry Boom”") (incorporated in the British
Virgin Islands). The address of the registered office is Cricket
Square, Hutchins Drive, P. O. Box 2681, Grand Cayman KY1-1111,
Cayman Islands. The principal activities of the Company and its
subsidiaries (collectively, the “Group”) are the manufacture and
sale of cornstarch, lysine, starch-based sweetener and its related
products and generation and sales of electricity and steam.

The Company has its primary listing on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

These consolidated financial statements are presented in
Renminbi (“‘RMB”), unless otherwise stated, and are approved
for issue by the Board of Directors (the “Board”) on 22 March
2011,

Summary of significant accounting policies

The principal accounting policies applied in the preparation
of these consolidated financial statements are set out below.
These policies have been consistently applied to all the years
presented, unless otherwise stated.

2.1 Basis of preparation

The consolidated financial statements of the Company have
been prepared in accordance with Hong Kong Financial
Reporting Standards ("HKFRS") issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA"). The
consolidated financial statements have been prepared
under the historical cost convention.

CHINA STARCH HOLDINGS LIMITED
ANNUAL REPORT 2010
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Notes to the Consolrdated Financiod Statements
24 87 5% % % I3

For the year ended 31 December 2010
HE_Z-—ZSF+-_A=-+HILFE

2 Summary of significant accounting policies 2 FEZHBRBE#)
(Continued)
2.1 Basis of preparation (Continued) 2.1 WBEE(E)

The preparation of financial statements in conformity
with HKFRS requires the use of certain critical accounting
estimates. It also requires management to exercise
its judgement in the process of applying the Group's
accounting policies. The areas involving a higher degree
of judgement or complexity, or areas where assumptions
and estimates are significant to the consolidated financial
statements, are disclosed in note 4.

The Group has adopted the following revised standards:

HKAS 27 (Revised), “Consolidated and Separate
Financial Statements”
HKFRS 3 (Revised), “Business Combinations”

The adoption of such revised standards does not have
material impact on the consolidated financial statements
and does not result in substantial changes to the Group's
accounting policies except certain changes on the
presentation of the consolidated financial statements.

HKAS 27 (Revised), “Consolidated and Separate Financial
Statements” requires the effects of all transactions with
non-controlling interests to be recorded in equity if there
is no change in control and these transactions will no
longer result in goodwill or gains and losses. The standard
also specifies the accounting when control is lost. Any
remaining interest in the entity is re-measured to fair value,
and a gain or loss is recognised in profit or loss. HKAS 27
(Revised) has had no impact on the current period, as none
of the non-controlling interests have a deficit balance;
there have been no transactions whereby an interest in
an entity is retained after the loss of control of that entity,
and there have been no transactions with non-controlling
interests.
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Notes to the Consodrdated Financiold Statements

2 G 85% % %G
For the year ended 31 December 2010
HE-Z-—SF+-_A=1+—HBLLFE

2

56

Summary of significant accounting policies
(Continued)

2.1

Basis of preparation (Continued)

HKFRS 3 (Revised), “Business Combinations” continues to
apply the acquisition method to business combinations but
with some significant changes compared with HKFRS 3. For
example, all payments to purchase a business are recorded
at fair value at the acquisition date, with contingent
payments classified as debt subsequently re-measured
through the statement of comprehensive income. There is
a choice on an acquisition-by-acquisition basis to measure
the non-controlling interest in the acquiree either at fair
value or at the non-controlling interest's proportionate
share of the acquiree’s net assets. All acquisition-related
costs are expensed.

The following new/revised standards and amendments to

standards, potentially relevant to the Group's operations,

have been issued, are mandatory, and will be adopted by

the Group for accounting periods beginning on or after

1 January 2011:

HKAS 12 (Amendment) Deferred tax: Recovery of underlying
assets ?

HKAS 24 (Revised) Related Party Disclosures '

HKFRS 7 (Amendment) Disclosures - Transfers of Financial Assets *
HKFRS 9 Financial Instruments *

HKFRS 9 FinancialInstruments-Financial Liabilities*
HKFRSs Improvements to HKFRSs 20101

! Effective for annual reporting periods beginning on or after
1 January, 2011

’ Effective for annual reporting periods beginning on or after
1 July, 2011

¢ Effective for annual reporting periods beginning on or after
1 January, 2012

4 Effective for annual reporting periods beginning on or after

1 January, 2013

Otherwise, save for the above-mentioned, and apart from
certain presentational changes, the adoption of these
HKFRS will have no significant impact on the results and
the financial position of the Group.

CHINA STARCH HOLDINGS LIMITED
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Notes to the Consolrdated Financiod Stotements

CREN U X ALk
For the year ended 31 December 2010
HE_Z-—ZSF+-_A=-+HILFE

2 Summary of significant accounting policies

(Continued)

2.2 Consolidation

(a)

Subsidiaries

Subsidiaries are all entities over which the Group
has the power to govern the financial and operating
policies generally accompanying a shareholding of
more than one half of the voting rights. The existence
and effect of potential voting rights that are currently
exercisable or convertible are considered when
assessing whether the Group controls another entity.
Subsidiaries are fully consolidated from the date on
which control is transferred to the Group. They are
de-consolidated from the date that control ceases.

The Group uses the acquisition method of
accounting to account for business combinations.
The consideration transferred for the acquisition of a
subsidiary is the fair values of the assets transferred,
the liabilities incurred and the equity interests issued
by the Group. The consideration transferred includes
the fair value of any asset or liability resulting from a
contingent consideration arrangement. Acquisition-
related costs are expensed as incurred. Identifiable
assets acquired and liabilities and contingent
liabilities assumed in a business combination are
measured initially at their fair values at the acquisition
date. On an acquisition-by-acquisition basis, the
Group recognises any non-controlling interest in the
acquiree either at fair value or at the non-controlling
interest’s proportionate share of the acquiree’s net
assets.

Investments in subsidiaries are accounted for at cost
less impairment (note 2.12). Cost is adjusted to reflect
changes in consideration arising from contingent
consideration amendments. Cost also includes
direct attributable costs of investment. The results
of subsidiaries are accounted for by the Company
on the basis of dividend and receivable.
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2

S8

Summary of significant accounting policies

(Continued)

2.2 Consolidation (Continued)

(a)

(b)

Subsidiaries (Continued)

The excess of the consideration transferred, the
amount of any non-controlling interest in the
acquiree and the acquisition-date fair value of any
previous equity interest in the acquiree over the
fair value of the identifiable net assets acquired
is recorded as goodwill. If this is less than the fair
value of the net assets of the subsidiary acquired
in the case of a bargain purchase, the difference is
recognised directly in the consolidated statement of
comprehensive income.

Inter-company transactions, balances and unrealised
gains on transactions between group companies are
eliminated. Unrealised losses are also eliminated.
Accounting policies of subsidiaries have been
changed where necessary to ensure consistency
with the policies adopted by the Group.

Transactions with non-controlling interests

The Group treats transactions with non-controlling
interests as transactions with equity owners of the
Group. For purchases from non-controlling interests,
the difference between any consideration paid and
the relevant share acquired of the carrying value of
net assets of the subsidiary is recorded in equity.
Gains or losses on disposals to non-controlling
interests are also recorded in equity.

CHINA STARCH HOLDINGS LIMITED
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Notes to the Consolrdated Financiod Stoatements
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For the year ended 31 December 2010
HE_Z-—ZSF+-_A=-+HULFE

2 Summary of significant accounting policies

(Continued)

2.2 Consolidation (Continued)

(b)

Transactions interests

(Continued)

with non-controlling

When the Group ceases to have control or significant
influence, any retained interest in the entity is
remeasuredtoitsfairvalue, with the changeincarrying
amount recognised in the consolidated statement of
comprehensive income. The fair value is the initial
carrying amount for the purposes of subsequently
accounting for the retained interest as an associate
orfinancial asset. In addition, any amounts previously
recognisedin other comprehensive income inrespect
of that entity are accounted for as if the Group had
directly disposed of the related assets or liabilities.
This may mean that amounts previously recognised
in other comprehensive income are reclassified to
profit or loss.

If the ownership interestin an associate is reduced but
significantinfluence is retained, only a proportionate
share of the amounts previously recognised in other
comprehensive income are reclassified to profit or
loss where appropriate.
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2

60

Summary of significant accounting policies
(Continued)

2.3

Investment in associate

Associates are all entities over which the Group
has significant influence but not control, generally
accompanying a shareholding of between 20% and
50% of the voting rights. Investments in associates are
accounted for using the equity method of accounting and
are initially recognised at cost. The Group’s investment in
associates includes goodwill identified on acquisition, net
of any accumulated impairment loss. See note 2.12 for the
impairment of non-financial assets including goodwill.

The Group's share of its associates’ post-acquisition profits
or losses is recognised in the consolidated statement of
comprehensive income, and its share of post-acquisition
movements in other comprehensive income is recognised
in other comprehensive income. The cumulative post-
acquisition movements are adjusted against the carrying
amount of the investment. When the Group's share of
losses in an associate equals or exceeds its interest in the
associate, including any other unsecured receivables, the
Group does not recognise further losses, unless it has
incurred obligations or made payments on behalf of the
associate.

Unrealised gains on transactions between the Group and
its associates are eliminated to the extent of the Group's
interest in the associates. Unrealised losses are also
eliminated unless the transaction provides evidence of an
impairment of the asset transferred. Accounting policies of
associates have been changed where necessary to ensure
consistency with the policies adopted by the Group.

In the Company’s statement of financial position, the
investments in associates are stated at cost less provision
for impairment losses (note 2.12). The results of associates
are accounted for by the Company on the basis of dividend
received and receivable.
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TESHEERBE#)

2 Summary of significant accounting policies 2
(Continued)

LN

WABEAREEREXRGBET®
5 o N AR A 5H 6 1 2 U sk A
B RFE - WALIFRIEER -
BRENRERSERNHERERE

2.4 Revenue recognition 2.4

Revenue comprises the fair value of the consideration
received or receivable for the sale of goods and services
in the ordinary course of the Group's activities. Revenue is
shown net of value-added tax, returns and after eliminating

sales within the Group. 5l o

The Group recognises revenue when the amount of BN ABEEBRE R SEHbET 2 - TR 2K
revenue can be reliably measured, it is probable that KEMNZAERAZER BffE
future economic benefits will flow to the entity and specific VAT ZN &R B % ZE 75 1Y 55 TE ZE Al s
criteria have been met for each of the Group’s activities AEFFSEAWA - KREBER
as described below. The Group bases its estimates on BEU\FEE  sERFPER X5

historical results, taking into consideration the type of
customer, the type of transaction and the specifics of
each arrangement.

Sales of goods are recognised when goods are delivered
and title has passed. Delivery does not occur until the
goods have been transported to the specified locations,
the risk of obsolescence and loss has been transferred to
the customers and the Group has the objective evidence
that all criteria for acceptance have been satisfied.

Sales of steam and electricity are recognised when steam
and electricity are generated and transmitted.

Steam connection income received from customers for
the provision of steam supply are deferred and amortised
into the consolidated statement of comprehensive income
over the estimated usage period.
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Summary of significant accounting policies

(Continued)

2.5 Leases

Leasesin which a significant portion of the risks and rewards

of ownership are retained by the lessor are classified as

operating leases. Payments made under operating leases

(net of any incentives received from the lessor) are charged

to the consolidated statement of comprehensive income

on a straight-line basis over the period of the lease.

(i)

(ii)

The Group as lessee

Rental payable under operating leases are charged
to the consolidated statement of comprehensive
income on a straight-line basis over the term of the
relevant lease. Benefits received and receivable as
an incentive to enter into an operating lease are
recognised as a reduction of rental expense over
the lease term on a straight-line basis.

Land use rights

Land use rights are accounted for as operating leases
and amortised over the lease term on a straight-line
basis.
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2 Summary of significant accounting policies

(Continued)

2.6 Foreign currency translation

(i)

(ii)

(iii)

Functional and presentation currency

Items included in the financial statements of each of
the Group's entities are measured using the currency
of the primary economic environment in which
the entity operates (the “functional currency”). The
consolidated financial statements are presented in
Renminbi, which is the Company’s functional and
the Group's presentation currency.

Transactions and balances

Foreign currency transactions are translated
into the functional currency using the exchange
rates prevailing at the dates of the transactions.
Foreign exchange gains and losses resulting from
the settlement of such transactions and from the
translation at year-end exchange rates of monetary
assets and liabilities denominated in foreign
currencies are recognised in the consolidated
statement of comprehensive income.

Group companies

The results and financial position of all the Group
entities (none of which has the currency of a
hyperinflationary economy) that have a functional
currency different from the presentation currency
are translated into the presentation currency as
follows:

- assets and liabilities for each consolidated
statement of financial position presented are
translated at the closing rate at the end of the
reporting period;
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Summary of significant accounting policies

(Continued)

2.6 Foreign currency translation (Continued)

(iii)  Group companies (Continued)

- income and expenses for each consolidated
statement of comprehensive income are
translated at average exchange rates (unless
this average is not a reasonable approximation
of the cumulative effect of the rates prevailing
on the transaction dates, in which case income
and expenses are translated at the dates of the
transactions); and

- all resulting exchange differences are
recognised in other comprehensive income.

On consolidation, exchange differences arising from
the translation of the net investment in foreign
operations are taken to other comprehensive income.
When a foreign operation is partially disposed of or
sold, exchange differences that were recorded in
equity are recognised in the consolidated statement
of comprehensive income as part of the gain or loss
on sale.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated at
the closing rate.

2.7 Borrowing costs

All borrowing costs are recognised as and included
in finance costs in the consolidated statement of
comprehensive income in the period in which they are

incurred.
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2 Summary of significant accounting policies 2
(Continued)

2.8 Government grants 2.8

Grants from the government are recognised at their fair
value where there is a reasonable assurance that the
grant will be received and the Group will comply with all
attached conditions.

Government grants relating to costs are deferred and
recognisedin the consolidated statement of comprehensive
income over the period necessary to match them with the
costs that they are intended to compensate.

Government grants relating to property, plant and
equipment are included in non-current liabilities as
deferred income and are credited to the consolidated
statement of comprehensive income on a straight-line
basis over the expected lives of the related assets.
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2.9 Employee benefits 29 EEFEF
(i) Pension obligations (i) RUKLEF
The Group operates defined contributions pension REBEBHENGE A MR
plans in Hong Kong and the Mainland China. _L??;ET\TA RIKEETE - R
A defined contribution plan is a pension plan FHAETE 2 —ERIKEET
under which the Group pays fixed contributions 2Bl AEERBLE
into a separate entity. The Group has no legal or PEIETHEMER - MRZES

constructive obligations to pay further contributions
if the fund does not hold sufficient assets to pay all
employees the benefits relating to employee service
in the current and prior periods.

In Hong Kong, the Group’s contributions to the
Mandatory Provident Fund Scheme are expensed

TEEHEEZNMERE
EEHMARHENE TR
Mo RNEBEIWEERRETE
BEfE— K -

EEL  AEBERFIMER
BEEHRINELERID

as incurred. Both the Group and its employees in X AEEKHEEEES
Hong Kong are required to contribute 5% of each HARSEAATHEBKRA
individual's relevant income with a maximum amount YEHS%EI R - & A a sl

of HK$ 1,000 per month as a mandatory contribution.
The assets of the scheme are held separately from
those of the Group and managed by independent
professional fund managers.
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Summary of significant accounting policies

(Continued)

2.9 Employee benefits (Continued)

(i)

(ii)

Pension obligations (Continued)

For employees in Mainland China, the Group
contributes on a monthly basis to various defined
contribution plans organised by the relevant
municipal and provincial governments in the
People’s Republic of China (the “PRC") based on
certain percentage of the relevant employees’
monthly salaries. The municipal and provincial
governments undertake to assume the retirement
benefit obligations payable to all existing and
future retired employees under these plans and the
Group has no further constructive obligation for
post-retirement benefits beyond the contributions
made. Contributions to these plans are expensed
as incurred.

Bonus entitlements

The expected cost of bonus payments is recognised
as a liability when the Group has a present legal
or constructive obligation as a result of services
rendered by employees and a reliable estimate of
the obligation can be made. Liabilities of bonus plan
are expected to be settled within twelve months and
are measured at the amounts expected to be paid
when they are settled.

CHINA STARCH HOLDINGS LIMITED
ANNUAL REPORT 2010

2

FESHBEME®)

29 EERRE)

(i)

(ii)

BRIKEEFE(E)

REEAENEEMS &
SEZEAHEARKM
B(HEDEETBRALE
B & 3L Y 57 OE KA &
REEEESAFNHNETA
DHE AR - TERA
KREBFAGERA2 8%
FEE MR A R AR
BEAERMNNRKENE
£ - MBRPTIERBERRSN - R
5 B Bh R IR 1R 48 B 8 A —
FRHETEEE - LA LFHE
1 H B (RO B A B 51 1 B
%o

TEAL

X TEALE TR AR AN &
= AR B R e RS N A
BEELA SEAFMELS
DA S TE B (T8 R R
BfE- EAEINEERS
RT—BARBE  LIAB
EREHX NN SRETE -



Notes to the Consolrdated Financiod Stotements

CREN U X ALk
For the year ended 31 December 2010
HE_Z-—ZSF+-_A=-+HILFE

2 Summary of significant accounting policies

(Continued)

2.9 Employee benefits (Continued)

(iii)

Share-based compensation

The Group operates an equity-settled, share-based
compensation plan. The fair value of the employee
services received in exchange for the grant of the
options is recognised as an expense. The total
amount to be expensed over the vesting period
is determined by reference to the fair value of the
options granted, excluding the impact of any non-
market vesting conditions (for example, profitability
and sales growth targets) and including that of non-
vesting conditions (for example, the requirement for
employees to save). Non-market vesting conditions
are included in assumptions about the number of
options that are expected to vest. At the balance
sheet date, the entity revises its estimates of the
number of options that are expected to vest. It
recognises the impact of the revision of original
estimates, if any, in the consolidated statement
of comprehensive income, with a corresponding
adjustment to equity.

The proceeds received net of any directly attributable
transaction costs are credited to share capital
(nominal value) and share premium when the
options are exercised.
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2 Summary of significant accounting policies

(Continued)

2.10 Current and deferred income tax

68

The tax expense for the period comprises current and

deferred tax. Tax is recognised in the consolidated

statement of comprehensive income, except to the extent

that it relates to items recognised in other comprehensive

income or directly in equity. In this case the tax is also

recognised in other comprehensive income or directly in

equity, respectively.

(i)

(ii)

Current income tax

The current income tax charge is calculated on
the basis of the tax laws enacted or substantively
enacted at the balance sheet date in the countries
where the Company and its subsidiaries operate and
generate taxable income. Management periodically
evaluates positions taken in tax returns with respect
to situations in which applicable tax regulation is
subject to interpretation. It establishes provisions
where appropriate on the basis of amounts expected
to be paid to the tax authorities.

Deferred income tax

Deferred income tax is recognised, using the
liability method, on temporary differences arising
between the tax bases of assets and liabilities and
their carrying amounts in the consolidated financial
statements. However, deferred income tax is not
accounted for if it arises from initial recognition of
an asset or a liability in a transaction other than
a business combination that at the time of the
transaction affects neither accounting nor taxable
profit or loss. Deferred income tax is determined
using tax rates (and laws) that have been enacted
or substantively enacted by the balance sheet date
and are expected to apply when the related deferred
income tax asset is realised or the deferred income
tax liability is settled.

CHINA STARCH HOLDINGS LIMITED
ANNUAL REPORT 2010

2

FESHBEME®)

2.10 EMRIELEFEHR

HARAS L BREE R RETRE
B MEREHEARERAE
R E R RS WS R E R
RS ERAIAE BRAIRIN - &
ZERT - REND IR E MRS
Wat sk B NS AR -

(i) BHFEH

EHMEHXHENEER
AAR REMERRREE R
EEERTBANERR
EERIEL LEERAO
EETE - BEEEER R
AP EBEMRERNIERE
HIRF A mBR R MR - EIR
B EERBER TRIEED
78 TF) 15 7% 1 B S AN N AR KRR
ERE -

(ii) AEFLPTZH

BREFTEHAEREREE
EBERERERAS M
BEREEEZEANEREE
BEHLER - A WIET
RIS Rm S ST RIELE
AU ERBEEZENR
FHZEEXABNITER
R (EBATAINE ) EL
APEEFRBH TG AR &
SRR REEHCD B
SELZLEER  LEHR
BERELBHEEZRN
BEEFTEHBEFERER
HIB R (SOEREE °



Notes to the Consolrdated Financiod Stotements

CREN U X ALk
For the year ended 31 December 2010
BE_Z-ZF+_A=+—RHILFE

2 Summary of significant accounting policies

(Continued)

2.10 Current and deferred income tax (Continued)

(ii)

Deferred income tax (Continued)

Deferred income tax assets are recognised only to
the extent that it is probable that future taxable
profit will be available against which the temporary
differences can be utilised.

Deferred income tax is provided on temporary
differences arising on investments in subsidiaries
and associate, except for deferred income tax
liability where the timing of the reversal of the
temporary difference is controlled by the Group and
it is probable that the temporary difference will not
reverse in the foreseeable future.

Deferred income tax assets and liabilities are offset
when there is a legally enforceable right to offset
current tax assets against current tax liabilities and
when the deferred taxes assets and liabilities relate to
income taxes levied by the same taxation authority
on either the taxable entity or different taxable
entities where there is an intention to settle the
balances on a net basis.

2

TESHEERBE#)

2.10 EFRIELEFEH(E)

(i)

EEFTISH (&)

BIEFTSREEENAIRES
BARKERBFERE R ALK
HERIE RS SR

EIEFTIS BB B A 7 &
BENRIIREEENERMT
ERmMELEE  BRHEXR
EEATAIEFIRELEMERE
(RS e ok JERE
M- WA TERREK
& 0 Ear it EBAR
4N o

BRI RGIAE RHIEE
Fﬁ%%%ﬁﬁﬁﬁﬁvu

BEXEHAEERBEY
&H-ﬂﬁ%%%ﬁﬁME
BAEBNFEEEEES
FRE N R AR AR E R T UK
Bh - EEHRBEERARE
Bt 8H o

BRI IERR B R A A
T -THEFR

69



Notes to the Consodrdated Financiold Statements

2% 81 5% % % U 3%

For the year ended 31 December 2010

BE

2

70

B -FET-ASt-ALEE

Summary of significant accounting policies
(Continued)

2.11 Property, plant and equipment

Property, plant and equipment, other than those under
construction, are stated at cost less accumulated
depreciation and impairment losses. Plant and equipment
under construction for production, rental or administrative
purposes, or for purposes not yet determined, are carried
at cost, less any recognised impairment loss. Plant
and equipment under construction is classified to the
appropriate category of plant and equipment when
completed and ready for intended use. Depreciation of
these assets, on the same basis as other property assets,
commences when the assets are ready for their intended
use.

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

Depreciation in property, plantand equipment is calculated
using the straight line method to allocate their cost to their
residual values over the estimated useful lives as follows:

Buildings 15-35 years
Plant and machinery 5-12 years
Motor vehicles 6 years
Other machinery 4-10 years

The assets' residual values and useful lives are reviewed,
and adjusted if appropriate, at the end of each reporting
period.
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2 Summary of significant accounting policies 2 FEZHBRBE#)

(Continued)

2.11 Property, plant and equipment (Continued) 211 Y% BRERRE(E)
An asset’s carrying amount is written down immediately WEERMESREGBATKE S
to its recoverable amount if the asset’s carrying amount o BEEREESRRMEREE
is greater than its estimated recoverable amount (note AIUg e RE (fFF2.12) °
2.12).
Gains and losses on disposals are determined by comparing HEWES R E B LA B TS B R
the proceeds with the carrying amount and are recognised HEMEE - WHREHEa xR
within ‘Other income’ in the consolidated statement of A EUA | R o

comprehensive income.

2.12 Impairment of investments in subsidiaries, associate 212 RBARIRBEARNIREUR
and non-financial assets FEMEENRE
Assets are reviewed for impairment whenever events EREEMHHRNEANERBRER
or changes in circumstances indicate that the carrying BRI EENE Rt & EREE
amount may not be recoverable. An impairment loss is TR - REEEZREENREE
recognised for the amount by which the asset’s carrying FEHE A e S FEH E R o 7]
amount exceeds its recoverable amount. The recoverable WElEEEAEEN N ENREES
amount is the higher of an asset’s fair value less costs KA EREERE 2HREE A
to sell and value in use. For the purposes of assessing % o RNEHEBER - BEEKADH
impairment, assets are grouped at the lowest levels for BB enE (ReEAEMN) K
which there are separately identifiable cash flows (cash- KEXEE - EmEUINIRBER
generating units). Non-financial assets other than goodwill FEMEEGNSRE AHERT
that suffered impairment are reviewed for possible reversal HOREREIR AN -

of the impairment at each reporting date.

Impairment testing of the investments in subsidiaries M BRI R IREREER
and associate is required if the carrying amount of the HEWIRE NN EEFE(BER
investmentin the separate financial statements exceeds the BIRA IS mEANERE - 8
carrying amount in the consolidated financial statements AL E A R R E A RIMIRE
of the investee’s net assets including goodwill. EITRERIE o
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2 Summary of significant accounting policies 2
(Continued)

2.13 Research and development expenditure

Research expenditure is recognised as an expense as
incurred. Costs incurred on development projects (relating
to the design and testing of new or improved products) are
recognised as intangible assets when all of the following
criteria are fulfilled:

(@) it is technically feasible to complete the intangible
asset so that it will be available for use or sale;

(b)  management intends to complete the intangible
asset and use or sell it;

(c) there is an ability to use or sell the intangible
asset;

(d) itcanbe demonstrated how the intangible asset will
generate probable future economic benefits;

(e) adequate technical, financial and other resources to
complete the development and to use or sell the
intangible asset are available; and

(f)  the expenditure attributable to the intangible asset
during its development can be reliably measured.

Other development expenditures that do not meet
these criteria are recognised as an expense as incurred.
Development costs previously recognised as an expense
are not recognised as an asset in a subsequent period.
Capitalised development costs are recorded as intangible
assets and amortised from the point at which the asset
is ready for use on a straight-line basis over its useful life,
not exceeding five years.
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2 Summary of significant accounting policies 2 FEZHBRBEL)

(Continued)
2.14 Inventories 2.14 8
Inventories are stated at the lower of cost and net FTERBEKA R AR FEME T
realisable value. Cost is determined using the weighted B EUEE DR o A ANE LA DN 15
average method, comprises raw materials, direct labour EEHE  BEME  BEES T RE
and production overheads (based on normal operating EBEAA(RRBIEEEEREN) -
capacity). Net realisable value is the estimated selling price AR RE TG B EKBRE
in the ordinary course of business, less applicable variable FHEE REERMEEE
selling expenses. FxZ °
2.15 Financial assets 2,15 E@EE
2.15.1 Classification 2.15.1 78
The Group classifies its financial assets into loans AREBEESRMEEDABE
and receivables. A UK -
Loans and receivables are non-derivative financial BERNMEWREEERTS
assets with fixed or determinable payments that are REBRENEEXFENK
not quoted in an active market. They are included RETESREE - ERR
in current assets, except for those with maturities BEEE NAKE  HEHRB
greater than 12 months after the end of the reporting BEHERRET_EAER
period. These are classified as non-current assets. Gho HDMRIEREBEE -
The Group's loans and receivables comprise ‘cash REBENERRERFBES
and bank balances’and ‘trade and other receivables’ FE AR RAOIRE LRTT
in the consolidated statement of financial position @i IR B 5 K E b Bk
(notes 2.18 and 2.20). (Mf3E2.18%2.20) 48R °
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Summary of significant accounting policies
(Continued)

2.15

2.16

2.17

2.18

Financial assets (Continued)
2.15.2 Recognition and measurement

Regular way purchases and sales of financial assets
are recognised on trade-date — the date on which
the Group commits to purchase or sell the asset.
Financial assets are derecognised when the rights
to receive cash flows from the investments have
expired or have been transferred and the Group
has transferred substantially all risks and rewards of
ownership. Loans and receivables are subsequently
carried at amortised cost using the effective interest
method.

The Group assesses at the end of the reporting
period whether there is objective evidence that
a financial asset or a group of financial assets is
impaired. Impairment testing of trade and other
receivables is described in note 2.20.

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount
reported in the balance sheet when there is a legally
enforceable right to offset the recognised amounts and
there is an intention to settle on a net basis or realise the
asset and settle the liability simultaneously.

Dividend distribution

Dividend distribution to the Company’s shareholders
is recognised as a liability in the Group's consolidated
financial statements in the period in which the dividends
are approved by the Company’s shareholders.

Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits
held at call with banks and other short-term highly liquid
investments with original maturities of three months or
less.
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2 Summary of significant accounting policies 2 FEZHBRBE#)
(Continued)
2.19 Segment reporting 2.19 DL

2.20

Operating segments are reported in a manner consistent
with the internal reporting provided to the chief operating
decision-maker. The chief operating decision-maker, who
is responsible for allocating resources and assessing
performance of the operating segments, has been
identified as the Board.

Trade and other receivables

Trade receivables are amounts due from customers for
goods sold in the ordinary course of business. If collection
of trade and other receivables is expected in one year or
less (or in the normal operating cycle of the business if
longer), they are classified as current assets. If not, they
are presented as non-current assets.

Trade and other receivables are recognised initially at
fair value and subsequently measured at amortised cost
using the effective interest method, less provision for
impairment. A provision for impairment of trade and other
receivables is established when there is objective evidence
that the Group will not be able to collect all amounts
due according to the original terms of the receivables.
Significant financial difficulties of the debtor, probability
that the debtor will enter into bankruptcy or financial
reorganisation, and default or delinquency in payments
are considered indicators that the receivable is impaired.
The amount of the provision is the difference between
the asset’s carrying amount and the present value of
estimated future cash flows, discounted at the original
effective interest rate. The carrying amount of the assets
is reduced through the use of an allowance account, and
the amount of the loss is recognised in the consolidated
statement of comprehensive income within administrative
expenses.When a receivable is uncollectible, it is written off
against the allowance account for receivables. Subsequent
recoveries of amounts previously written off are credited
against administrative expenses in the consolidated
statement of comprehensive income.
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Summary of significant accounting policies
(Continued)

2.21

2.22

2.23

Share capital

Ordinary shares are classified as equity. Incremental costs,
directly attributable to the issue of new shares or options
are shown in equity as a deduction, net of tax, from the
proceeds.

Trade payables

Trade payables are obligations to pay for goods or services
that have been acquired in the ordinary course of business
from suppliers. Accounts payable are classified as current
liabilities if payment is due within one year or less (or in
the normal operating cycle of the business if longer). If
not, they are presented as non-current liabilities.

Trade payables are recognised initially at fair value and
subsequently measured at amortised cost using the
effective interest method.

Borrowings

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

Borrowings are classified as current liabilities unless the
group has an unconditional right to defer settlement of
the liability for at least 12 months after the end of the
reporting period.
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2 Summary of significant accounting policies
(Continued)

2.24 Provisions

Provisions are recognised when the Group has a present
legal or constructive obligation as a result of past events;
itis probable that an outflow of resources will be required
to settle the obligation; and the amount has been reliably
estimated. Provisions are not recognised for future
operating losses.

Where there are a number of similar obligations, the
likelihood that an outflow will be required in settlement
is determined by considering the class of obligations as a
whole. A provision is recognised even if the likelihood of
an outflow with respect to any one item included in the
same class of obligations may be small.

Provisions are measured at the present value of the
expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market
assessments of the time value of money and the risks
specific to the obligation. The increase in the provision due
to passage of time is recognised as interest expense.

3 Financial risk management

(a)

Financial risk management objectives and policies

The Group’s major financial instruments include
borrowings, trade and bills receivables, trade and bills
payables, employee housing deposits, fixed deposits
with maturity period over three months, cash and cash
equivalents and amounts due from/to related companies.
Details of these financial instruments are disclosed in the
respective notes. The risks associated with these financial
instruments and the policies on how to mitigate these
risks are set out below. The management manages and
monitors these exposures to ensure appropriate measures

are implemented on a timely and effective manner.
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Financial risk management (Continued)

(b)

Market risk

(i)

Foreign currency risk management

The Group undertakes certain transactions
denominated in foreign currencies, hence, exposures
to exchange rate fluctuations arise. Approximately
10% of the Group's sales are denominated in
currencies other than the functional currency of

the Group entity.

The Group manages its foreign currency risk by
closely monitoring the movement of the foreign
currency rate.

The Group mainly operates in the PRC with most of
the transactions settled in RMB. Foreign exchange
risk arises when future commercial translation or
recognised assets and liabilities are denominated in
a currency thatis not the entity’s functional currency.
The Group is exposed to foreign exchange risk
primarily with respect to United States Dollars and
Hong Kong Dollars.

The Group's assets and liabilities, and transactions
arising from its operations primarily do not expose
to material foreign exchange risk. Other than certain
cash and bank balances, loan receivable, trade and
other receivables and trade and other payables,
the Group's assets and liabilities are primarily
denominated in RMB.The Group generates RMB from
sales in the PRC to meet its liabilities denominated in
RMB. The Group has not used any forward contracts
or currency borrowings to hedge its exposure as the
cost-benefit is considered not effective.
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3  Financial risk management (Continued)
(b) Market risk (Continued)

(i)

(ii)

Foreign currency risk management (Continued)

At 31 December 2010, if RMB had strengthened/
weakened by 5% (2009: 5%) against United States
Dollars with all other variables held constant, pre-
tax profit for the year would have been RMB334,000
(2009: RMB159,000) lower/higher, mainly as a result
of foreign exchange losses/gains on translation
of United States Dollars-denominated trade

receivables.

At 31 December 2010, if RMB had strengthened/
weakened by 5% (2009: 5%) against Hong Kong
Dollars with all other variables held constant, pre-
tax profit for the year would have been RMB75,000
(2009: RMB231,000) lower/higher, mainly as a result
of foreign exchange losses/gains on translation of
Hong Kong Dollars-denominated other receivables
and cash at bank.

Price risk management

Corn kernels are the major raw materials of the
product of the Group and they are subject to price
changes in the commodity market. During the year,
management did not use any commodity futures
to control the exposure of the Group to price
fluctuations of corn kernel. Instead, purchases are
made in bulk at the time when the market price of
corn kernel is considered as low.
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Financial risk management (Continued)

(b)

Market risk (Continued)

(iii)

Interest rate risk management

The Group's income and operating cash flows are
substantially independent of changes in market
interest rates and the Group has no significant
interest-bearing assets except for the bank balances,
fixed deposits and discounted bills, details of which
have been disclosed in note 23, note 24 and note
27(a) respectively. As at 31 December 2010, all of
the Group's interest-bearing financial liabilities are
carried at fixed rate which exposes the Group to fair
value interest rate risk.

The sensitivity analyses below have been determined
based on the exposure to variable interest rates for
cash at bank. Interest rates had been increased/
decreased by 50 basis points is used when reporting
interest rate risk internally to key management
personnel and represents management’s assessment
of the reasonably possible change in interest rates.

As at 31 December 2010, if interest rates had been
increased/decreased by 50 basis points and all other
variables were held constant, the Group's profit
after tax for the year ended 31 December 2010
would increase/decrease by RMB876,000 (2009:
RMB1,266,000). This is mainly attributable to the
Group's exposure to interest rates on its variable
rate cash at bank.
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Financial risk management (Continued)

(c)

Credit risk

The Group's credit risk is primarily attributable to trade
receivables from third parties. Management has a credit
policy in place and the exposures to these credit risks are
monitored on an ongoing basis.

Before accepting any new customer, the Group assesses
the creditability of each of the potential customer’s credit
quality and defines credit limit to each customer. In order
to minimise the credit risk, the management of the Group
has delegated a team responsible for determination
of credit limits, credit approvals and other monitoring
procedures to ensure that follow-up action is taken to
recover overdue debts. In determining whether allowance
for bad and doubtful debts is required, the Group takes
into consideration the aging status and the likelihood
of collection. Following the identification of doubtful
debts, the responsible sales personnel discuss with the
relevant customers and report on the recoverability,
specific allowance is only made for trade receivable that
is unlikely to be collected. In this regards, the directors
of the Company are satisfied that this risk is minimal
and adequate allowance for doubtful debts, if any, has
been made in the consolidated financial statements after
assessing the collectability of individual debts.

The credit risk on cash at bank deposited in the PRC is
monitored closely by management of the Group who will
assess the reputation, the risk of recoverability and the
financial information, if any, of the counterparties before
the placing of deposits.

The Group has no significant concentration of credit risk in
respect of the trade and other receivables, with exposures
spread over a number of counterparties and customers.
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Financial risk management (Continued)

(d)

Liquidity risk

To manage the liquidity risk, the Group monitors and
maintains a level of cash and cash equivalents deemed
adequate by the management to finance the Group's
operations and mitigate the effects of fluctuations in cash
flows.

As at 31 December 2010, the Group has available unutilised
bank loan facilities of approximately RMB280,000,000 (2009:
RMB401,000,000).

At the reporting date, the Group held liquid assets
including trade and other receivables of RMB197,163,000
(2009: RMB61,052,000) that are expected to readily
generate cash flow for managing liquidity risk.
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3 Financial risk management (Continued) 3 HBEREBEREE)
(d) Liquidity risk (Continued) (d) REBELRKE (&)

Liquidity table TMEEERK

The following table details the Group's contractual maturity TRESAEENIENTESREE
for its non-derivative financial liabilities. The table has RIADEAMR o ;2R I ERAE B A
been drawn up based on the undiscounted cash flows of EES NS EHBRECRE S
financial liabilities based on the earliest date on which the MAMIRBERESTE - KAEE
Group can be required to pay. The amounts disclosed in MEBABHRMBRESR=E

the table are the contractual undiscounted cash flows:

Between Between Total

Within 1-2 2-5 Over undiscounted
1 year years years 5 years cash flow
AERRE

—FHR  -FEWF WFEEFE  BBRIF  REAR
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

Group KrEE ARETT AR®TT AR®TT ARETT ARET:H
2010 Z2-2F
Trade and other payables B 5 K E & 223,764 - - - 223,764
Loans B
- interest free B8 1,551 886 2,659 2,881 7,977
- interest-bearing 8 29,680 - - - 29,680
Employee housing deposits & TRERES 26,381 - - - 26,381
281,376 886 2,659 2,881 287,802
2009 “BBNE
Trade and other payables B 5 R E T3 217,984 - - - 217,984
Loans EX
- interest free %8 2438 886 2,659 3,767 9,750
- interest-bearing it 67,936 - - - 67,936
Employee housing deposits ETEERES 26,381 - - - 26,381
314,739 886 2,659 3,767 322,051
Company NG|
2010 —2-%F
Other payables Hi RN 3,698 - - - 3,698
2009 “BBNE
Other payables Hi RN 3616 - - - 3616
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Financial risk management (Continued)
(d) Liquidity risk (Continued)

Fair value of financial instruments

The fair value of financial assets and financial liabilities are
determined in accordance with generally accepted pricing
models based on discounted cash flow analysis or using
prices from observable current market transactions.

The directors consider that the carrying amounts of
financial assets and financial liabilities at amortised cost
in the consolidated financial statements approximate to
their fair values.

(e) Capital risk management

The Group's objectives when managing capital are to
safeguard the Group's ability to continue as a going
concern in order to provide returns for shareholders and
benefits for other stakeholders. In order to maintain or
adjust the capital structure, the Group may adjust the
amount of dividend paid to shareholders, return capital
to shareholders, issue new shares or sell assets to reduce
the cost of capital.

Neither the Company nor any of its subsidiaries are subject
to externally imposed capital requirements.

Critical accounting judgements and key sources
of estimation uncertainty

In the application of the Group’s accounting policies, which
are described in note 2, management is required to make
judgements, estimates and assumptions on the carrying amounts
of assets and liabilities based on historical experience and other
factors that are considered to be relevant. Actual results may
differ from these estimates.

The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision and future
periods if the revision affects both current and future periods.
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4 Critical accounting judgements and key sources
of estimation uncertainty (Continued)

4.1

Key sources of estimation uncertainty

The following are the key assumptions concerning the

future, and other key sources of estimation uncertainty at

the end of the reporting period, that have a significant risk

of causing a material adjustment to the carrying amounts

of assets and liabilities within the next financial year.

(a)

(b)

Impairment of trade and note receivables

Note 2.20 describes that trade and bills receivables are
carried at amortised cost using the effective interest
method, less any identified impairment losses. An
impairment loss is recognised in the consolidated
statement of comprehensive income when there is
objective evidence that the asset is impaired, and
is measured as the difference between the asset’s
carrying amount and the present value of estimated
future cash flows as expected by management
discounted at the original effective interest rate.
Where the actual future cash flows are less than
expected, a material impairment loss may arise.

Valuation on inventories

The Group assesses periodically if the inventories have
been suffered from any impairment in accordance
with the accounting policy stated in note 2.12. The
Group carries out an inventory review on a product-
by-product basis at the end of the reporting period
and makes allowance for obsolete and slow-moving
items. The management estimates the net realisable
value for such finished goods, work in progress and
raw materials primarily on the estimated future
selling price and market conditions. Where the
estimates of the net realisable value are less than
expected, a material allowance may arise.
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4 Critical accounting judgements and key sources
of estimation uncertainty (Continued)

&0

4.1 Key sources of estimation uncertainty (Continued)

(c)

(d)

Income taxes and deferred tax

The Group is subject to income taxes in various
jurisdictions. Significant judgement is required in
determining the provision for income taxes in each
of these jurisdictions. There are transactions and
calculations for which the ultimate tax determination
is uncertain. The Group recognises liabilities for
anticipated tax audit issues based on estimates of
whether additional taxes will be due. Where the final
tax outcome of these matters is different from the
amounts that were initially recorded, such differences
will impact the current and deferred income tax
assets and liabilities in the period in which such
determination is made.

De ferred tax assets relating to certain temporary
differences and tax loss are recognised when
management considers it is probable that future
taxable profits will be available against which the
temporary differences or tax losses can be utilised.
When the expectation is different from the original
estimate, such differences willimpact the recognition
of deferred tax assets and taxation charges in the
period in which such estimate is changed.

Useful lives of property, plant and equipment

\The Group’s management determines the estimated
useful lives and related depreciation charges for its
property, plantand equipment. This estimate is based
on the historical experience of the actual useful lives
of property, plant and equipment of similar nature
and functions. It could change significantly as a result
of technical innovations and competitor actions in
response to severe industry cycles. Management
will adjust the depreciation charge where useful
lives are different to that of previously estimated, or
it will write-off or write-down technically obsolete
or non-strategic assets that have been abandoned
or sold.
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5 Turnover and segments information 5

An analysis of the Group’s turnover for the year is as follows:

EER S BER
REBRAFENEEBOTAT :

2010 2009

—B2-FF —ETNF

RMB’000 RMB'000

AR®T T ARBFT

Cornstarch and ancillary corn-refined products T KB K& EAKF I T BIE R 1,848,924 1,425,700
Lysine and its related products R & EMEEm 472,083 394,984
Starch-based sweetener B TE 75,908 5,502
Electricity and steam BEOREA 107,818 131,339
2,504,733 1,957,525

The chief operating decision maker has been identified as the FEEBEARABERETT - EXT

Board. The Board reviews the Group's internal report in order to
assess performance and allocate resources. Management has
determined the operating segments based on these reports.

The Board considers the business segmentation from product
perspective. Management assesses the performance of
cornstarch, lysine, starch-based sweetener and electricity and

steam.

Cornstarch - the manufacture and sale of
cornstarch and ancillary corn-refined
products

Lysine - the manufacture and sale of lysine

and its related products
Starch-based sweetener - the manufacture and sale of starch-
based sweetener
Electricity and steam - the production and sale of electricity

and steam

SEMASENAIHRE - AFHERA
DEER - ERECREZSHEE

S W a
TE ALy Ef o

EXENERBHTEXBO - B2

aMEE/\ﬁﬁﬁJ R - RMIENE
NEKAHEBHRR o

B ) — HEEREEFRR
B R ERFINTE
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Turnover and segments information (Continued)

The Board assesses the performance of the operating
segments based on a measure of adjusted operating profit.
This measurement basis excludes the effects of non-recurring
expenditure from the operating segments, such as impairments
when the impairment is the result of an isolated, non-recurring
event. Interest income and expense are not included in the
result for each operating segment that is reviewed by the
management. Other information provided, except as noted
below, to the management is measured in a manner consistent
with that in the consolidated financial statements.

Total segment assets exclude deferred tax assets and total
segment liabilities exclude income tax payable and deferred
tax liabilities as these are managed on a central basis. These form
part of the reconciliation to total assets and total liabilities per
consolidated statement of financial position.

Sales between segments are charged at cost. The revenue from
external parties reported to the management is measured in a
manner consistent with that in the consolidated statement of
comprehensive income.

CHINA STARCH HOLDINGS LIMITED
ANNUAL REPORT 2010

5

EXRERDBER )

S REAELHBLEFNBIEL
LOEBRIRIER o WEFEEEWEET AL
EOEMEERBUR - Bl RE
(EERIFEL BB MELERE)
MEBWARHAZ TG AKEEEEH
RMIBEEDEEEN - RTIMES 1R
HTIEEENHEMENNGENAES
P RRARAE — B -

DHBEEETBEELHEAEE - MO
maa G N EREEN SR EER
BRE REASRTEAENEHTERE

WHEBA MM BRARBEERAEE
BERERS -

7 RBFEISH E AR AR - ME R B RS
HSNERIR AR ET E B S HHR S Wan
RFFERAE -2 -



Notes to the Consolrdated Finonciod Stotements
2% 87 5% % % Y%

For the year ended 31 December 2010
HE_Z-—ZSF+-_A=-+—HLFE

5 Turnover and segments information (Continved) 5 EXIERDIBER &)

Starch-
based Electricity
Cornstarch Lysine sweetener and steam Unallocated Total
KRB BER  BME BARES AR CEl
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETR ARBTT ARETT ARETT ARETR

For the year ended HE-2-BF

31 December 2010 +ZA=+-HLEE
TURNOVER EEB

Total sales HERSE 1,848,924 472,083 75908 275,196 - 2,672,111

Inter-segment sales AEEEE - - - (167,378) - (167,378)
External Sales HMEE 1,848,924 472,083 75,908 107,818 - 2,504,733
Segment results PEEE 189,972 79,198 (187) 26,949  (113,947) 181,985
Depreciation and amortisation ~ #7% J &k 8 16,449 19,845 1,822 16,850 4,759 59,725
For the year ended BHE-ZZNEF

31 December 2009 +ZA=t-HLEE
TURNOVER EEH

Total sales HEEH 1425,700 394984 5,502 272,659 - 2098845

Inter-segment sales DEEEE - - - (141320 - (141320
External Sales HIMEE 1425,700 394,984 5,502 131,339 - 1957525
Segment results NENEE 95,301 70929 (1378) 49473 (89560) 124,765
Depreciation and amortisation 475 K& 20306 19,701 425 17,238 4,394 62,064

HERDEBRERQE 8 Cf
T -TEFR
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—E-FET-ASt-ALEE

Turnover and segments information (Continved) 5 EEFERDIPERE)
Starch-
based Electricity
Cornstarch Lysine sweetener and steam Unallocated Total
EXRRH BEM BRE EARER AR CH
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARBTT AR®TR AR%TT ARETT ARETR
As at 31 December 2010 R-B-%F
+=ZA=1+-H
Segment assets PHEE 622,503 135,893 79,977 175,712 766,333 1,780,418
Including; o
Interest in an associate R—REERANER - - - - 41,251 41,251
Additions to property, REME -
plant and equipment BERk#fE
and prepaid lease payments UERTEREER 30,137 2,987 9,559 3,451 7,002 53,136
Segment liabilities NHEE 100,818 29,846 15739 39,302 124,678 310,383
Including: B
Borrowings EE - - - - 37,056 37,056
Employee housing deposits BIFERES - - - - 26,381 26,381
Deferred income BB - - - 18350 4832 23,182
As at 31 December 2009 R-ZZZHE
+ZA=1-H
Segment assets DHEE 474021 154492 52,270 199730 452963 1333476
Including: B
Interest in an associate R—FE 2 R A - - - - 39,094 39,094
Additions to property, RENE
plant and equipment BE k&G
and prepaid lease payments URFEREER 28,363 8636 30430 1773 21132 90,334
Segment liabilities NEEE 83,235 31,862 7113 33,795 184,783 340,788
Including: B
Borrowings fER - - - - 76,821 76,821
Employee housing deposits EIRERES - - - - 26,381 26,381
Deferred income ER-BA - - -

19,602 -

19,602

CHINA STARCH HOLDINGS LIMITED
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5 Turnover and segments information (Continued) 5

A reconciliation of results of reportable segments to profit before

taxation is provided as follows:

EXRERDBER @)
A 5 53 BB RO S 48 BERR A AR R 0 2 BR
o

For the year ended
31 December

BZ+=-A=t+—8
LLFE

2010 2009
—E-EF —ETNEF
RMB’000 RMB'000
ARBTR ARETT
Results of reportable segments ARE D EpEELE 295,932 214,325
Unallocated income RO BLWA 18,356 8,639
Unallocated expenses KOBLFAX (132,303) (98,199)
Total segment results DEpBELE 181,985 124,765
Finance income RbE WA 8,169 2,733
Finance costs A& AR (1,901) (2,169)
Share of result of an associate JEfh— KBS N A EE 1,727 2,147
Profit before taxation Br i A0 F) 189,980 127,476

Note: Unallocated income and expenses mainly consist of government
grants and corporate costs respectively which cannot be allocated
to individual segments.

The amounts provided to the Board with respect to total
assets are measured in a manner consistent with that of the
consolidated financial statements. These assets are allocated
based on the operations of the segment.

MiaE: AOBRRARRAXDHEEEER
Bey BC = (B Bl 20 #B B U 48 B B b

AEESRHEABREENSE  Hit
ENANBEHFUMBRERMERE B -
AEEEND AR S EEDE

HERDEBRERQE Cf (
T —TEFFER
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5 Turnover and segments information (Continved) 5 BEERSIBPER (#)

Reportable segments’ assets are reconciled to total assets as AR E DI EERAEEMYERI
follows: N
As at 31 December
R+=—B=+-—H
2010 2009
—2-EF —ZETNEF
RMB’000 RMB'000
AR®BTR ARETTT
Reportable segments’ assets ARENHEE 1,014,085 880,513
Unallocated: RO -
Prepaid lease payments FBNEER 44,523 44,739
Interest in an associate R—REEE R RS 41,251 39,094
Pledged bank deposits EEPIRITFER - 2,004
Fixed deposits with maturity period = @A EEBTFR
over three months 300,000 -
Cash and cash equivalents BekReEEY 276,471 291,296
Other unallocated assets EmADEREE 104,088 75,830
Total segment assets DEEEE 1,780,418 1,333,476
Deferred tax assets EETIREE 1,689 6,019
Total assets as per consolidated GHIBARAERT
statement of financial position R4 E E 1,782,107 1,339,495
The amounts provided to the Board with respect to total MEEeIEftEERaENSEE - H5t
liabilities are measured in a manner consistent with that of the %E‘ﬁéﬁi/f\ﬁﬁﬁ‘kiﬁﬁ%ﬁﬁﬁfﬁ%_ﬁ °
consolidated financial statements. These liabilities are allocated ZEBEUDEH L IEEDY

based on the operations of the segment.

q> CHINA STARCH HOLDINGS LIMITED
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%%ﬁ 2 ERE R ()
ERHNA KRS A ENEED

5 Turnover and segments information (Continued) 5

Reportable segments’ liabilities are reconciled to total liabilities

-

as follows:

As at 31 December

R+t=-—A=+-—H
2010 2009
—E-FF —ETNF
RMB’000 RMB'000
ARETT ARETF T
Reportable segments' liabilities AmEsHER 185,705 156,005
Unallocated: ROEC -
Employee housing deposits BIRERESR 26,381 26,381
Borrowings B 37,056 76,821
Other unallocated liabilities HivsRpE AE 61,241 81,581
Total segment liabilities DEREE 310,383 340,788
Income tax payable FE TS RR 13,271 10,375
Deferred tax liabilities ERERIBAG 347 75
Total liabilities as per consolidated HBHIBARAERT
statement of financial position MEaE 324,001 351,238

The result of its revenue from external customers in the PRC for
the year 2010 is RMB2,245,328,000 (2009: RMB1,753,206,000),

R-ZZE—ZF  REFPBNINEREFLK
AZEE B AR 245328000( —EE

NE AR #1,753,206,0007T ) + M 5K
BEMBERINERBEFHRABEAAR
#259,405000L( —EZ NF : AR

and the total of its revenue from external customers from other
countries is RMB259,405,000 (2009: RMB204,319,000).

204,319,0007T) ©
As at 31 December 2010, the total of non-current assets other RZE—ZFF+_A=+—H BRY

than interest in an associate and deferred tax assets located in — %‘xﬂﬁ’ﬁ ERNAIMNERIEERIBEE
the PRC is RMB583,867,000 (2009: RMB591,462,000), and the Sh R ERERBEELZERAR
#583,867,000L( ZE T NF | ARK
591,462,0007T) * iz 7 E A B &9 367k
FBEEREARARMKIS00T(ZEE
NE - AR¥116,0007T) ©

total of these non-current assets located in other countries is
RMB183,000 (2009: RMB116,000).

HERDERERQE Cf 7)
T -TEFFER
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6

M

Other income 6 HlkA
2010 2009
—2-EF “EThF
RMB’000 RMB'000
AR¥T ARBTIT
Government grants (Note (i) and (ii)) B4R B (B2 () K& (i) 13,492 3,060
Electricity capacity sales EREHE 5,265 -
Amortisation of steam connection R R AR
income (Note 29) (Bf5E29) 2,682 2,384
Realised gain arising on injecting property, — [M—REE R FEAME
plant and equipment and land use right 5 KR A T AR
as capital to an associate FEEERBDERNE 430 430
Gain on sales of scrap of coal and ol HE KRB KEBm R 4,670 2,251
Gain/(loss) on disposal of property, HEDE  MENMK
plant and equipment Wz (E8) 21 (1,762)
Others HAth 3,031 4,660
29,591 11,023

CHINA STARCH HOLDINGS LIMITED
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6

Other income (Continued)

Note:

0

For the year ended 31 December 2010, the government grants
mainly represented the followings:

(a)

the government grant of approximately RMB8,063,000 was
paid by BT HIBUS (Shouguang City Finance Bureau)
for encouraging the replacement of aged machineries,
prevention of air pollution; and provision of heat supply
subsidy.

the governmentsubsidy of approximately RMB4,200,000 was
paid by 27 T B BN E Z B & (Weifong Development
and Reform Commission) for compensating temporary
suspension of power generator.

the government grant of approximately RMB1,220,000 was
paid by BR/EWEIEX/E (Linging City Finance Bureau) for
promoting the use of advance technology.

The above government grants were granted at the discretion of
the government and were not recurring in nature.

For the year ended 31 December 2009, government grants
of approximately RMB3,060,000 was paid by YW EIIK
/& (Shouguang City Finance Bureau) for encouraging the

replacement of aged machineries, prevention of air pollution;

and provision of heat supply subsidy. They were granted at the

discretion of the government and were not recurring in nature.

HABWA (#)

BeE -

0

RE-F-FF+-A=+-ALF
ENBATHBE BB -

(a)

STV BRBEABEREL
et~ By iz R0O5 & R A
MM TBARBOARSE
8,063,0007T °

W MERNMELZSSHMHE
FiFFREER N BUTREENN
AR ¥4 200,0007T °

0B B BB R R R
BRMXNBREEBOARE
1,220,0007T ©

b TR R B T e B Y 1B OR RE I B
FERLEMNE o

BE

—EEAE+_A=+—HBIHF

B ShMVBBEMEREREE
% B RI5 2 RIBH AR HAN T
157 BT 48 BY 49 A R #63,060,0007T ° %
£E B R B T BB RO B9 B R E I B SR AT
EIEE -

HERDERERQE Cf g
—E-TEFR
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7 Finance income 7 ®WEWA
2010 2009
—E-EF —EENF
RMB’'000 RMB'000
ARBT T ARET T
Interest income on bank deposits RITFERAFEHA 8,134 2,733
Interest income on loan receivable FEUE F R F B UA 35 -
8,169 2,733

8 Finance costs 8 ®WEKALK
2010 2009
—E-BF “ETRhEF
RMB’000 RMB'000
ARET T ARET T

Interest on loan from AR g M B R B

non-controlling interests - 79
Interest on discounted bills IR ZIERFI S 1,901 2,090
1,901 2,169

q 6 CHINA STARCH HOLDINGS LIMITED
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9  Profit before taxation 9 BRFATFIE
Profit before taxation has been arrived at after charging/ BFAIFBED G, (GEA) A& IE
(crediting):
2010 2009
—E-BF —TENF
RMB’000 RMB'000
AR®TR ARETT
Depreciation of property, ME - BEREETE
plant and equipment 58,765 61,233
Amortisation of prepaid lease payments B E KA HE S 960 831
Total depreciation and amortisation TEREHERE 59,725 62,064
(Gain)/loss on disposal of property, HEME - WE&E&E
plant and equipment (Wz), B8 (21) 1,762
Net foreign exchange loss b H R 2,671 335
Cost of inventories recognised as expenses TR /5 X HETF &R A 2,083,076 1,634,599
Write-back of provision for BEFERERE
impairment of inventories - (3,839)
Operating lease payments KEHESHE 598 559
Employee benefits expense EERAFX
including directors’emoluments (Note 11)  BIEEEB]E (FH5E11) 71,915 57,357
Research and development expenses MrREHAZER 3,778 1,092
Auditor's remuneration 2GR 1,239

1,391

A ERIIERR B R A A
T -TEFR
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10 Income tax expenses

No provision for Hong Kong profits tax has been made as the
Group entities'profit neither arose in nor was derived from Hong
Kong during both years. Taxation on overseas profits has been
calculated on the estimated assessable profits for the year at
the rates of taxation prevailing in the countries in which the

Group operates.

10 FIfEH %L

HIERITIRET S -

HRAE B E B M EFE AR EE
FBELNMEKE - MAEKEFEH
BRELEYE - BINFEHARBER

R R AR A S BE ERGER

2010 2009
—E-EF “ETREF
RMB’000 RMB'000
ARET T ARET T

PRC corporate income tax HEI > E AT
- Current year —RFE 22,033 11,685
— Over provision in prior years — B FEREEE - (5,285)
Deferred tax (Note 28) ERERIE (PF15E28) 4,602 (5,738)
26,635 662

q 8 CHINA STARCH HOLDINGS LIMITED
ANNUAL REPORT 2010
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10

—E-FET-ASt-ALFE

Income tax expenses (Continued)

The tax expense for the year can be reconciled to the profit

10 FrIfEMixti@)

AR JE TR S H AT BB A5 A A R S Bl 4

before taxation as follows: e
2010 2009
—E-EF —ETNEF
RMB’000 RMB'000
ARBT ARBTT
Profit before taxation BR 75 AT A E 189,980 127,476
Tax at the corporate income AR PTISHZ25%
tax rate at 25% (2009: 25%) (ZZ2ZTNF : 25%)
SHEONIEA 47,495 31,869
Tax effect of share of result of an associate ~ JE{h —REt & N A %4E
net of tax R 2 (HBRTIR) (432) (537)
Effect of different tax rate NRB XN E 1,037 576
Effect of tax holiday BERENTE (22,192) (16,795)
Tax effect of expenses that are not BB TE FE AR A e
deductible in determining taxable profits NIRRT 8 3,441 1,529
Tax effect of income not taxable BARMBANTBZE (2,714) (1,360)
Qver provision in prior years BEFEHBERE - (5,285)
Recognition of previously unrecognised BERERNEEEOER
tax losses - (4,357)
Reduction of income tax in respect IS F &R D FT S HE
of tax benefit - (4,978)
26,635 662

A ERIIERR B R A A
T -TEFR
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10

(00

Income tax expenses (Continued)

Note:

On 16 March 2007, the PRC promulgated the Law of the People's
Republic of China on Enterprise Income Tax (the “New Tax Law") by
Order No. 63 of the President of the People’s Republic of China. On 26
December 2007, the State Council of the PRC issued the Notice of the
Implementation of the Grandfathering Preferential Policies under the
New Tax Law (the “Notice”), (Guofa [2007] No. 39) the applicable tax rate
for all the PRC enterprises will be changed to 25% from 1 January 2008.
The Notice provides a five-year transition period from its effective date
for those enterprises which were established before the promulgation
date of the New Tax Law and which were entitled to a preferential
lower tax rate under the then effective tax laws or regulations. Thus,
IS B EAKFEEAMR AT (Shandong Shouguang Juneng
Golden Corn Development Co., Ltd.) (“Golden Corn”) is entitled to 50%
relief of PRC Foreign Enterprise Income Tax for the next three years
from 2008 to 2010.

Further under the New Tax Law, non-resident enterprises without
an establishment or place of business in the PRC or which have an
establishment or place of business in the PRC but whose relevant
income is not effectively connected with the establishment or a place
of business in the PRC, will be subject to withholding tax (depending on
the applicable tax rate on the treaty) on various types of passive income
such as dividends derived from sources within the PRC.

According to the notice Caishui 2008 No. 1 released by the Ministry of
Finance and the State Administration of Taxation, distributions of the
pre-2008 retained profits of a foreign-invested enterprise to a foreign
investor in 2008 or after are exempt from withholding tax. Therefore, the
retained profits at 31 December 2007 in the Group’s foreign-invested
enterprises’ books and accounts will not be subject to withholding tax
on future distributions.

As at 31 December 2010 and 2009, no deferred tax liabilities have been
recognised in respect of the tax that would be payable on the distribution
of the retained profits of the Group's foreign-invested enterprises as
the Company controls the dividend policy of these foreign-invested
enterprises and it is probable that such differences will not be reversed

in the foreseeable future.

CHINA STARCH HOLDINGS LIMITED
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11 Employee benefitexpenses (including directors’ 11 EERHFAXZ(BREEESMHE)
emoluments)

2010 2009
— —EThEF
RMB’000 RMB'000

ARWF T ARETTT

Wages and salaries ITENH® 50,879 42,721
Pension cost BREEBH 8,603 6,458
Staff welfares BETEF 12,433 8,178

71,915 57,357
No forfeited contributions are available to reduce the contribution SIi7 48 3 02 W B9 4 FR] A R R AN SR B ok
payable by the Group in future years. REEH B R -
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12

(0X

Emoluments for directors and five highest paid
individuals

12 EERABRREFATHNME

(a) Directors’ emoluments (a) E=EME
Basic Retirement
salaries and Discretionary  benefit and
Fees allowance bonus contribution Total
EXgE &K
e REE BREEL  BAHR CE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARBTR ARWTR AR¥TR AR¥T:
2010 —E-EE
Executive directors HTESF
Tian Qixiang HEH - 516 500 - 1,016
Yu Yingquan T&z - 300 500 - 800
Gao Shijun BttE - 360 500 20 880
Liu Xianggang 21K - 252 500 21 773
- 1,428 2,000 4 3,469
Independent non-executive BV IFHITEER
directors
Dong Yanfeng =y 50 - - - 50
Yu Shumin RN 50 - - - 50
Cao Zenggong 334 30 - - - 30
Yue Kwai Wa, Ken REE 87 - - - 87
217 - - - 217
217 1,428 2,000 11 3,686
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For the year ended 31 December 2010
HE_Z-—ZSF+-_A=-+HLFE

12 Emoluments for directors and five highest 12 EEREEREFATHNMHE

paid individuals (Continued) (%)
(a) Directors’ emoluments (Continued) ) EEME(E)
Basic Retirement

salaries and  Discretionary  benefit and

Fees allowance bonus  contribution Total
EXEe EZUN
e K28 WETEL R Bat

RMB'000 RMB'000 RMB000 RMB'000 RMB'000
ARBTT AREBTT AREBTT ARETT ARBTR

2009 “BENE
Executive directors HITES
Tian Qixiang AEH - 516 500 - 1016
Yu Yingquan Tz - 300 500 - 800
Gao Shijun StE - 360 500 20 880
Liu Xianggang EEd - 252 500 20 772
- 1428 2,000 40 3,468
Independent non-executive BV 3FHITEER
directors
Dong Yanfeng X3 50 - - - 50
Yu Shumin FME 50 - - - 50
Cao Zenggong B 30 - - - 30
Yue Kwai Wa, Ken REE 89 - - - 89
219 - - - 219

219 1428 2,000 40 3,687
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For the year ended 31 December 2010
HE-Z—SF+-_A=1+—HLLEFE

12 Emoluments for directors and five highest paid 12

individuals (Continued)
(b) Five highest paid individuals

Of the five individuals with the highest emoluments in the
Group, four (2009: four) were directors of the Company
whose emoluments are presented above. The emoluments
of the remaining one (2009: one) individual were as

EERTEREFALIHNS

(%)

(b)

EEREHFAL

AEEARZESHFALT  BH
(ZTTNEF IR REARAINE
= RENMER EXZ2 - 5T
—H(ZTFNF  —R)REFA

follows: THMEIT -
2010 2009
—E2-FF —ETNEF
RMB’000 RMB'000
ARETT AREFIT
Employee ==
— basic salaries and allowance —HARH ¢ K2R, 644 596
— retirement benefits scheme — IRIREFFT S 5K
contributions 10 11

654 607

The emolument was within RMB1,000,000.

(c) During the year, no emoluments have been paid by the
Group to the directors or any of the five highest paid
individuals as an inducement to join or upon joining the
Group or as compensation for loss of office.
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For the year ended 31 December 2010
HE_Z-—ZSF+-_A=-+—HLFE

13 Earnings per share 13 SRER
The calculation of the basic earnings per share attributable to RAFIERERFEAEABEERERE
the ordinary equity holders of the Company is based on the TR AT BT E

following data:

2010 2009
—g-g5 -TTAS
RMB’000 RMB'000

ARBF T ARETT

Earnings 2
Earnings for the purpose of calculating RUGTESRERBNMAET
basic earnings per share (Profit for (RRRERFAEA
the year attributable to equity FEEARFEFE)
holders of the Company) 161,711 126,659
2010 2009
—B2-FF —ETNF
Number of shares BRHHE
Weighted average number of ordinary AN ESRERETH
shares for the purpose of AR NE T
calculating basic earnings per share 5,687,233,000 5,225,000,000
The weighted average number of ordinary shares for the BUGTE—SEENFEREREFH T
purpose of calculating basic earnings per share for 2009 has BRMETHHERR_Z—FF A
been adjusted for the bonus issue made in June 2010 on the BEEE—RRERGESRE RN
basis of one new share for every one existing share. BEEZITHALRVEL A -
No diluted earnings per share has been presented because no AR —ZE—EFE BT NFHEAR
dilutive potential ordinary shares exist for both 2010 and 2009. SEMAREBE LR NI EZYZR

HERAN -
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14 Dividends 14 BRE
2010 2009
—E-2F ZTTNF
RMB’000 RMB'000
AR¥TR ARETT
Dividend paid during the year: FREMNRE !
Final dividend, paid at HK1.16 cents KERE - BEXNER
(2009: HK1.14 cents) per ordinary share @A 16781
(ZZTAF © 1.04840) 29,351 26,254
2010 2009
—E-2F ZTTNF
RMB’000 RMB'000
AR¥TR ARETT
Dividend payable to the shareholders FER AR A BIIRERAR S, -
of the Company:
Final dividend proposed after the end P& B EUR RHR S -
of the reporting period BlE@R67E
of HK0.67 cents (2009: HK 1.16 cents) (ZZZTNEF 1 11681l)
per ordinary share 32,951 26,682

A final dividend of HK0.67 cents per share has been proposed
by the directors and is subject to approval by the shareholders
at the forthcoming annual general meeting.

The final dividend proposed after the end of the year has not
been recognised as a liability as at the end of the reporting

period.

% TTRIMEE -

AERREE -

EEFATRAHKREFR67EA -
HERFBRRNERERRBFAS LItE

RELBFOR AR BRI E BRI

15 Loss attributable to equity holders of the 15 Z2FERIEHE AELEE

Company

The loss attributable to equity holders of the Company is dealt
with in the financial statements of the Company to the extent
of RMB40,215,000 (2009: RMB8,313,000).

CHINA STARCH HOLDINGS LIMITED
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For the year ended 31 December 2010
HE_Z-—ZSF+-_A=-+—HLFE

16 Property, plant and equipment 16 Y% - BERRE

Group
A58

Plant and

equipment

Plant and Motor Other under

Buildings machinery  vehicles machinery construction Total
ERER

BF RER#EZE RE HtEE  RERE ait
RMBOOO  RMBO0O  RMB00O  RMBOO0  RMBO0O  RMB(00O
ARBTL ARBTT ARBTR AREBTL ARBTT ARETR

Cost B
At 1 January 2009 RZZENF—FA—A 275169 488426 6,894 32,177 U769 827435
Additions AE 19,005 8264 1,621 3824 40420 73,134
Transfers b 9,269 48,999 - 1297 (59,565) -
Disposals HE (336) (5775) (874) (2262) (448) (9,695)
At 31 December 2009 RZEENF
and 1 January 2010 +ZA=+—-H
k=E-ZTF—-F—H 303,107 539914 7,641 35,036 5,176 890,874
Additions NE 9,821 9,232 2292 2537 28510 52,392
Transfers =] 6,975 24,674 - - (31,649) -
Disposals & (510) (2,057) (742) (310) - (3619)
At 31 December 2010 RZE—FF
+-A=+-H 319393 571763 9,191 37,263 2037 939647
Accumulated depreciation ~ EFTERRE
and impairment
At 1 January 2009 RZZTNF—A—A 79,035 197,844 2,820 8,030 - 287729
Depreciation charge ERMEERA
for the year 10,205 44939 1,175 4914 - 61233
Disposals & (226) (3,345) (484) (2,047) - (6,102)
At 31 December 2009 RZBENE
and 1 January 2010 +-A=1+—H
k=E-TF-H—H 89,014 239,438 3511 10,897 - 342,860
Depreciation charge ERMEEA
for the year 10960 41,741 1,290 4774 - 58,765
Disposals & (474) (1420) (700) (%) - (2,690)
At 31 December 2010 RZE—-5F
+-A=+—-H 99500 279,759 4101 15,575 - 398935
Net carrying value RERE
At 31 December 2010 RZE—-5F
+-A=+-H 219893 292,004 5,090 21,688 2037 540712
At 31 December 2009 RZBENE
+-A=+-H 214093 300476 4,130 24,139 5176 548014




Notes to the Consolidated Finonciod Stotements
2 g 81 0% % % V4B

For the year ended 31 December 2010
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17 Prepaid lease payments 17 FERHEER
Group
TEH
2010 2009
—E-BF —EThE
RMB’000 RMB'000
ARET T ARETT
Cost 5%
At 1 January wn—H—H 52,281 35,081
Additions NE 744 17,200
At 31 December w+=-—A=+—H 53,025 52,281
Accumulated amortisation EETes
At 1 January n—HA—H 7,542 6,711
Amortisation charge for the year FREHEER 960 831
At 31 December R+ZHA=+—H 8,502 7,542
Net book amount BRENFE
At 31 December Rn+=—A=+—A~ 44,523 44,739
Land in the PRC held under R A E R
medium-term lease BHN T 44,523 44,739
Analysed for reporting purposes: E2HABEN DT
Current asset mENEE 1,185 1,175
Non-current asset ERBEE 43,338 43,564
44,523 44,739

(08
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For the year ended 31 December 2010
HE_Z-—ZSF+-_A=-+HLFE

18 Subsidiaries

(a)

18 B
Investments in subsidiaries (a) RKBARNKRE
Company
P N
2010 2009
—B-EF —TENF
RMB’000 RMB'000
AR¥TR ARBFT
Unlisted investments, at cost JE TR E (A A) 159,121 159,121
The following is a list of subsidiaries at 31 December RZE—ZEF+_A=+—HHNHEBEA
2010 AR
Issued and fully
Place of Place of paid up/registered Interest
Name of companies incorporation  operation capital held (%)  Principal activities
BRIRER/ freER
NEER ARty gy EfEx (%) FEEH
Sourcestar Worldwide Inc. BVI Hong Kong US$240 ordinary shares 100 Investment holding
Sourcestar Worldwide Inc. ABABREE B UOETHERR 100 RERR
China Starch Group Limited Hong Kong Hong Kong HKS1 ordinary share 100 Investment holding
PEBNEEERAA 3 EE BTN ERR 100 RERR
Golden Corn'? PRC PRC RMB480,000,000 100 Manufacturing and sale of
FEK h HE AR %480,000,0007 100 comstarch, lysine and
related products
RERBETRRY
BARLERBER
Linging Deneng Golden PRC PRC RMB200,000,000 91 Manufacturing and sale of
Corn Bio Limited EF H AR 200,000,0007 91 cornstarch and related

BRBEETRENERAR)

T EIRMIER AR A A

products
RERRETRARY
RERBER

(09

T -THEFRH



Notes to the Consolidated Finonciod Stotements
2 g 81 0% % % V4B

For the year ended 31 December 2010
HE-Z-—SF+-_A=1+—HBLLFE

18 Subsidiaries (Continued) 18 B E(#)
(a) Investments in subsidiaries (Continued) (a) RHKBRATMIRE(E)
! Interests are held indirectly by the Company. ! ApaEERFEER -
2 The entity is a wholly foreign owned enterprise. 2 ZERBE—RENEDLE -
’ The entity is an equity joint venture enterprise. 3 ZERAEREBLEDLHE -
(b) Amounts due from subsidiaries (b) FEWKHEATIE
The amounts due from subsidiaries are denominated in FEYHI B A R EIABTTEHE » A
Hong Kong Dollars, non-trade, interest free, unsecured FE S 2B BERNKAERENK
and repayable on demand. BEE o
19 Interest in an associate 19 R—REEQTPES
Group
KEH
2010 2009
—E-EF “ETNF
RMB’000 RMB'000

ARBTF T ARETT

Unlisted investment, at cost FELEHIRE (RAKA) 38,186 38,186
Less: Unrealised gain arising on injecting B EAME - BB KR E

property, plant and equipment and THERREEREE

land use right as capital contribution EENRER WS (2,273) (2,703)
Share of post-acquisition profits W BE 1% (G FE 5,338 3611

41,251 39,094

( ( O CHINA STARCH HOLDINGS LIMITED
ANNUAL REPORT 2010
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For the year ended 31 December 2010

HE-_Z-ZTF+_A=1+—HILFE

19

Interest in an associate (Continued)

As at 31 December 2010 and 2009, details of the Group's interest
FHIERH AR AT (Shouguang

in the associate, F 4 &

Golden Far East Modified Starch Co., Ltd.) are as follows:

R—FRBEEQNTNERE)
N—E—TER-ETAE+ A= +
— B AEERBLAATENSERRS
BRI ERA FIMER BT -

Issued and Attributable
Place and date of fully paid equity interest
incorporation registered capital of the Group Principal activities
aE 1 AR AL 3t B E8ITR
kB BEEMER REBEIGRE EX 33
PRC US$9,600,000 49% Research, development,
25 September 2004 9,600,0003E 7T manufacture and sale of

H &
—EENFE
hB=+HH

Summarised financial information of the Group's associate is

as follows:

modified starch and
their related products

W BE - BER

HESMRD K
HBMER

AEEBEARNFBHERALT

2010 2009
—g-BF -TThE
RMB’000 RMB'000

ARWF T ARETTT

Total assets BEE 137,493 112,637
Total liabilities meE (48,669) (27,337)
Net assets BEFE 88,824 85,300
2010 2009

—E-FF —TENF

RMB’000 RMB'000

ARET T AREFIT

Revenue A 219,898 170,257
Profit for the year REENH 3,524 4382
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20

21

[ (>

Inventories 20 FE
Group
REE
2010 2009
—E-FF —EENF
RMB’000 RMB'000
ARETT ARET T
Raw materials R 118,013 143,635
Work in progress M 18,238 16,405
Finished goods X i 60,582 34,183
196,833

194,223

The cost of inventories recognised as expense and included
in “cost of goods sold” amounted to RMB2,083,076,000 (2009:
RMB1,634,599,000).

Loan receivable

On 16 November 2010, the loan amounting to approximately
RMB19,605,000 had been granted to a company which Mr. Tian
Qixiang ("Mr.Tian"), a director and shareholder of the Company,
has an insignificant equity interest. This transaction constituted
neither related party transaction as defined under HKAS 24
“Related Party Disclosures” nor connected party transaction
as defined under Chapter 14A of the Listing Rules. The loan
receivable is repayable on or before 30 June 2011. Interest is
charged at 1.38% per annum.

The loan receivable is denominated in Hong Kong Dollars.

CHINA STARCH HOLDINGS LIMITED
ANNUAL REPORT 2010
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For the year ended 31 December 2010
HE_Z-—ZSF+-_A=-+—HLFE

22 Trade and other receivables 22 BEFREMEBEREK
Group Company
REHE P NN |
2010 2009 2010 2009

—B-%F -TTNF -B-BF —FTINF
RMB’000 RMB'000 RMB’000 RMB'000
ARMTR ARMTIE ARMTE ARETT

Trade receivables EE LN 175,150 57,187 - -
Bank acceptance bills IRITEHEE 163,860 153,054 - -
Other receivables H At FEH R 22,013 3,865 389 -
361,023 214,106 389 -
The Group normally grants credit period ranging from 0 to 60 KEB—RETEFHEEHHZEE X
days to customers. +HAE -
An ageing analysis of trade receivables at the end of the reporting AT AERRERRE ZEBRHDERR D
period is shown as follows: B
Group Company
TEE b NNET|
2010 2009 2010 2009

—F-FF —TTHLF —F-FF —TTAF
RMB’000 RMB'000 RMB’000 RMB'000
ARMTE ARMTL ARMTE ARMTI

0 - 30 days £E=+H 145,598 49,008 - -
31 - 60 days =+—ZEXTH 20,798 928 - -
61 — 90 days ANT—ZATH 1,315 689 - -
Over 90 days =l 7,439 6,562 - -

175,150 57,187 - -
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22 Trade and other receivables (Continued) 22 BESRHEMERR®E)
Before accepting any new customer, the Group assesses the TEEMREMFHRELR  AEBReTGHE
creditability of each of the potential customer and defines their HBEEFPHNERERAERAERER
respective credit limits accordingly. Credit limit of each customer HEEZERTE EFEFNEERZESHA
is reviewed monthly. Credit qualities of trade receivables neither TER BT - WEEBERENE 5 B
past due nor impaired have been assessed with reference to FHEEER2RBENENRERE
historical information on the default rates, based on which no TG - MKIBEEBER > RAWHA
impairment provision is considered to be necessary. EH BB -
Included in the Group's trade receivables balance are debtors AEBNE SEKRESEIERTEEE
with an aggregate carrying amount of RMB8,800,000 (2009: AR 800,000 T(ZEZENF : AR
RMB6,668,000) which are past due but not impaired. These relate #6,668,0007T ) WY FEN AR ZX - BEAKIEAR
to a number of independent customers of whom there is no BREEWERE ZEEHEBRTW
recent history of default. BENGLBENZRBIRP AR -
Ageing analysis of trade receivables which are past due but not ERHETERENE 5 R RER
impaired is shown as follows: DWW -
Group Company
rEE PN
2010 2009 2010 2009
“E-BF —TTNEF ZEB-BF —_TTNF
RMB’000 RMB'000 RMB’000 RMB'000
ARBTRT ARBTT AR%®TR AR®BTT
31 - 60 days =+—Z=XTH 113 106 - -
61 — 90 days ANT—ZhTH 1,286 - - -
Over 90 days NTBHRE 7,401 6,562 - -
8,800 6,668 - -

[ (M

Included in the trade receivables and prepayment are amounts
due from an associate and non-controlling interests of
RMB38,556,000 (2009: RMB16,842,000) and RMB9,498,000 (20009:
NIL) respectively. No impairment has been made to receivables
from related companies.

CHINA STARCH HOLDINGS LIMITED
ANNUAL REPORT 2010
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For the year ended 31 December 2010
E-EF+_A=+—HILFE

HE—

22 Trade and other receivables (Continued) 22 ESRHMEBEWRE)
Bank acceptance bills RITEREERE
Group Company
rEH NF]
2010 2009 2010 2009
—E2-2F _TTNF ZE-TF _TTNF
RMB’000 RMB'000 RMB’000 RMB'000
ARBTRT ARKTT AR¥TR AE®TT
Discounted bills (Note 27(a)) AR TR (M5E27(a)) 29,079 67,071 - -
Endorsed bills HERE 16,541 27,555 - -
Bills on hand FRER 118,240 58,428 - -
163,860 153,054 - -
The bank acceptance bills are normally with maturity period of SRITAH 2 —RAEER A —F N\ 1
180 days (2009: 180 days). There is no recent history of default B(ZZEZAF : —8//A\+H)  RI7&
on bank acceptance bills. HEBT W mE TR o
As at 31 December 2010 and 2009, all other receivables aged RZE—ZFN_TETNF+_A=T+
between 0-30 days. —H - EI@M&WE’JEEQ&DM%%E
=+8-
The carrying amounts of the Group's trade and other receivables REERE 5 K& E M FE KR E AR EE LA
are denominated in the following currencies: THNEEEE
Group Company
TEE PN
2010 2009 2010 2009
“E-EF —_TTNF ZE-FTF —_TTNF
RMB’000 RMB'000 RMB’000 RMB'000
AR®BT R ARYTT AR®TR ARETT
Hong Kong Dollars BT 531 149 389 =
United States Dollars ET 11,762 - - £
Renminbi AR 348,730 213,957 - -
361,023 214,106 389 -

A ERIIERR B R A A
T -TEFR

((S
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23 Pledged bank deposits

23

The pledged bank deposits were denominated in Renminbi.

24 Cash and cash equivalents and fixed deposits

CEFRITER
EHEIRRIT T RAARIEFHE -

24 BEeRBEEBYR=ZHBAN

with maturity period over three months FTEHER
Group Company
REM RANF]
2010 2009 2010 2009
—E-2F —_TTNEF ZB-TF —_TThHF
RMB’000 RMB'000 RMB’000 RMB'000
ARETT ARETT AR®TR AREBTT
Cash and cash equivalents: ReRRNeEED
Cash at bank and in RITRERFE
hand (Note (a)) B (M) 226,471 291,296 4,523 833
Short-term bank deposits REHARITIE K
(Note (b)) (BzE®D)) 50,000 - - -
276,471 291,296 4,523 833
Fixed deposits with initial FREEAA=EA
maturity period over LA £ E BATF K
three months (Note (b)) (FF5ED)) 300,000 - - -
576,471 291,296 4,523 833

( ( 6 CHINA STARCH HOLDINGS LIMITED
ANNUAL REPORT 2010
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For the year ended 31 December 2010
HE_Z-—ZSF+-_A=-+—HILFE

24 Cash and cash equivalents and fixed deposits 24 RERRESZEEBEYR=@MAU
tEBTFERE)

with maturity period over three months
(Continued)

Cash and cash equivalents and fixed deposits with maturity
period over three months are denominated in the following

R MRSEEMR =AM LFHIA

TEEEHE

currencies:
Group Company
REE RAF]
2010 2009 2010 2009
—E-2F —TTHNF ZE-ZBF —TTHhF
RMB’000 RMB'000 RMB’000 RMB'000
ARBTRT AREBTT AR%®TR ARBTT
United States Dollars ETT 1,857 5,404 - -
Hong Kong Dollars BT 4,664 4,501 4,523 833
Renminbi (Note (c)) AR (MF©) 569,950 281,391 - -
576,471 291,296 4,523 833
Note: MIaE

(@)  Cash at banks earns interest at daily floating rates of bank
deposit.

(b)  These fixed deposits earn interest of 2.5% per annum.

(c)  The Group's bank balances and deposits denominated in RMB are
deposited with banks in the PRC. The conversion of these RMB
denominated balances into foreign currencies and the remittance
of funds out of the PRC is subject to the rules and regulations
of foreign exchange control promulgated by the government of
the PRC.

@ VAR DHRBOFEZRNOEEFEF
KERERFIB,

(b) Ut E HITE AR B E F M R 252 R

ME e

© ARBERAREFENRITEHRET
RIIFEAPBEARTT -
KEtENBERIBAINERKBERE
A B DA SN 8 < AR R 2R 44 B S
BEE " #5122 A1) S AR

BZEAAR
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BE-—T-THE+-A=+—AItEE

25 Trade and other payables

25 BEFREMENLR

Group Company
rEH FNNE

2010 2009 2010 2009

—E-2F —TTNF ZE-ZF —TTNF

RMB’000 RMB'000 RMB’000 RMB'000

AR¥TR ARBTT AR¥®TR ARETET

Trade payables B SRR 64,511 85,528 - -

Bills payable N R - 2,712 - -

Total trade and bills payables B SE K&

HANES 64,511 88,240 - -

Advances from customers BPEY 96,689 60,389 - -

Deposits HA 3,327 2,818 - -

Sales commission HEMS 2,758 3,723 - -

Other tax payables Hh 171 17,484 12,616 - -

Accrued expenses et & 9,770 4,100 1,698 1,616

Payroll and welfare payables e e RAEF 10,207 5854 2,000 2,000
Payable for construction BEREZEREMNK

and equipment 18,692 34,649 - -

Others Hit 326 5,595 - -

159,253 129,744 3,698 3,616

223,764 217,984 3,698 3,616

( ( g CHINA STARCH HOLDINGS LIMITED
ANNUAL REPORT 2010
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25 Trade and other payables (Continued) 25 EZREMENSRE)
The following is the ageing analysis for the trade and bills UTAEARERRE FENANENEE
payables at the end of the reporting period: RIERER O AT -
Group Company
rEH AT
2010 2009 2010 2009
—E-2F —TTNF ZE-BF —TTNF
RMB’'000 RMB'000 RMB’000 RMB'000
ARBTRT AR T AR¥TR AR%®TT
0 - 60 days TEXRTH 50,643 52,521 - -
61 - 90 days ANT—ZEATH 5,017 11,114 - -
Over 90 days AR E 8,851 24,605 - -
64,511 88240 _ .
Included in the trade and other payables are payables to related B RHEMENTBIEERMNEERT]
companies amounting to RMB326,000 (2009: RMB50,000). AR#326000(ZEZNF : AR
50,0007T) °
In 2009, included in the trade and other payables are payables RZZZNF BEHRHMENKEE
to non-controlling interests amounting to RMB4,516,000. JEASE FEFE A% A SR A = 8 A R #64,516,000
7TE o
The average credit period on purchases is 80 days. The Group FEMFEHEERANTH - AEED
has financial risk management policies in place to ensure that Hl B TS R R BRI - AREIRFT A R
all payables are paid within the credit time frame. NEREBEBEERRNESFMT -
The carrying amounts of the Group’s trade and other payables RNEE ) E 5 K E At FE < 580 AR TENE LA
are denominated in the following currencies: THNEEE -
Group Company
rEE AT
2010 2009 2010 2009
—E-BF _TTHhF ZB-BF _TThHHE
RMB’000 RMB'000 RMB’000 RMB'000
ARBTRT ARETIT AR¥TR ARETIL
United States Dollars e 6,732 2,220 - -
Hong Kong Dollars BT 3,698 1,636 1,698 1,616
Renminbi AR 213,334 214,128 2,000 2,000
223,764 217,984 3,698 3,616

BRI IERR B R A A
T -THEFRH

((9
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HE-Z—SF+-_A=1+—HLLEFE

26 Employee housing deposits 26 ETEERES

Group

TEE
2010 2009
—T-%F  —TINE
RMB’000 RMB'000
AR¥T ARETT

Deposits received BERRES 26,381 26,381
The Group offers quarters to the staff with the aim of promoting AEBEMETIRES  EEEHBEAS
long service with the Group. These quarters are constructed by AEBRPRS - EEBESHAEER
the Group and offered to staff for application on a periodic basis. o TEHMMHMETIHRF BHREIFEEXK
Due to the excess demand of staff quarters and the relatively B B NERERKA  BEIZA
substantial construction costs involved, the staff are required MAEBBNEERER - XEEFA
to place housing deposit to the Group. The Group utilises the NRETWENEERBSIEA—MEZE
amount received from staff as general working capital. B o

The employee housing deposits is interest free, unsecured and ETREERE2DEE BIEWERE
repayable one month upon the return of the staff quarters by IXOEIFERHEBIKRIEEREZ—
the employee or termination of employment. A ARNEIE -

( }O CHINA STARCH HOLDINGS LIMITED
ANNUAL REPORT 2010
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For the year ended 31 December 2010
HE_Z-—ZSF+-_A=-+—HLFE

27 Borrowings 27 &

Group

rEH
2010 2009
—E-ZF —ETNF
RMB’000 RMB'000
ARET T AREF T

Cash advances for discounted bills, MRZEBRNBREEY

secured (Note (a)) B (M5EG)) 29,079 67,071
Government loan, unsecured (Note (b)) B EZ - SRR (M EDb)) 7,977 9,750
37,056 76,821

Carrying amount payables: FEBREE :

Within 1 year — &R 30,630 69,509
Between 1 and 2 years —FEMF 886 886
Between 2 and 5 years MEERF 2,659 2,659
Over 5 years HiBhF 2,881 3,767
37,056 76,821

Less: Amount due within one year shown o EREBAEE N —F
under current liabilities NI R S5 (30,630) (69,509)
6,426 7,312

Note: BfsT -

(a)  The Group discounted bills receivable of RMB29,079,000 (2009: @ AEBEWFETHMBEBEERBEAR
RMB67,071,000) to banks in exchange for cash as at 31 December #20,079,000C( —TEZ L F : ARK
2010.The transactions have been accounted for as collateralised 67,071,000)ER - —ZFF+—-H
bank advance. The cash advances for discounted bills are =1+—HBIE - UWEBEIRS - 25
repayable within one year and bear interest at 4.46% to 6.97% BERFAORITRARIARE - BFIREZEH
per annum (2009: 1.71% to 5.04% per annum). Interest expense BYREER—FRNEE - RUAFF
on discounted bills for 31 December 2010 is RMB1,901,000 (2009: TAAEECI7EFB(ZEENF : F
RMB2,090,000). FEINEESLE) - RZE—TF

+-A=+—8 MBEEENFNERH
X A ANR1,901,000T( ZBEEHE ¢
AR #2,090,0007T) ©
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27 Borrowings (Continued)

Note: (Continued)

(b)  Governmentloan represented government assistance provided to
Golden Corn, for its corn refinery production by Finance Bureau
of Shouguang City in April 2004. The balance is unsecured,
interest free and fully repayable by 6 April 2019. According to
the loan agreement, the loan is repayable by 11 annual instalment
commencing from 6 April 2008.

As at 31 December 2010, all of the Group's interest bearing
borrowings are carried at fixed rate and the effective interest
rate is 5.72% (2009: 3.36%) per annum.

28 Deferred taxation

Deferred income taxes are calculated in respect of temporary
differences under the liability method using the tax rates enacted
or substantively enacted by the end of the reporting period.

The balances shown in the consolidated statement of financial

position are, after appropriate offsetting, as follows:

27

28

™ (#)
fisE < (4)

b) BHAERESATHERRER_-_ZZN
FHARERFNITAEERS KR
HEOBFED) - LR BEER - 2
BRERZZE-NFEANARIEH
BE - REEXHRE  ERAR T
ﬁj\imﬂ/\atfkfﬁ +—Hi&E

o

(il

T —TF+-_A=+—H" KEI
Frast BERE B EFI R 8
I?’ FRRAESNEBE(ZZTHF:336

fEom &S
"ﬁmfﬂ}:nll

EER A
IS m%@ﬁ@%&#%%ﬁiﬂ

ﬂEZH E%%ﬁﬁﬁﬁjz,\ R EE MR
—?—u rrEl |$ZﬁE§E °©

REEMHR - AR R SRR
LU

Group
AEE
2010 2009
—E-EF “ETREF
RMB’000 RMB'000
ARBT T AREFTT
Deferred tax liabilities EERIBEE (347) (75)
Deferred tax assets RIERHIEE E 1,689 6,019
1,342 5,944

( }) CHINA STARCH HOLDINGS LIMITED
ANNUAL REPORT 2010
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28 Deferred taxation (Continued) 28 EILERIE (&)
The movement on deferred tax is as follows: EER AR BT -
Group
AEE
2010 2009
—E-FF b
RMB’000 RMB'000

ARBTR ARETTT

1 January EA A—H 5,944 206
(Charged)/credited to the consolidated N 8) BALFGEAWZR
statement of comprehensive income (4,602) 5,738
At 31 December W+=-—A=+—H 1,342 5,944
The movement of deferred tax assets and liabilities prior to RIEIER — T A E B[R R A ERAT -
offsetting of balances within the same taxation jurisdiction is BERIEEERBENEHNT :
as follows:
Deferred tax liabilities EERIEEE
Group
rEE
Unrealised gain on injecting
property, plant and
equipment and land use
right as capital contribution
EAME - BERREE
Mt EREERTE
EENAREZR KR
2010 2009
—E-2F —ZETNF
RMB’000 RMB'000
ARBT ARBTT
At 1 January m—H—A (1,820) (1,713)
Charged to the consolidated statement Raftize W kP
of comprehensive income (107) (107)
At 31 December R+=ZA=+—H (1,927) (1,820)
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28 Deferred taxation (Continued)

28 ELEBIE (&)

Deferred tax assets BEEBBEE
Group
rEEH
Impairment
of property,
plant and
Tax loss equipment Total
RBREN
nBEE e &t
RMB'000 RMB'000 RMB'000
ARBTT AR¥®TRT ARBTT
At 1 January 2009 RZZETNhF—HA—H - 1,919 1,919
Credited/(charged) to the consolidated BA(F0kE)
statement of comprehensive income BHRAE G R 6,019 (174) 5,845
At 31 December 2009 RZZEZNF
and 1 January 2010 +ZH=+—H
N_Z-FTF—-H—H 6,019 1,745 7,764
Charged to the consolidated statement RE PR e WK Nk
of comprehensive income (4,330) (165) (4,495)
At 31 December 2010 RZZE—TF
+TZA=+—H 1,689 1,580 3,269

Deferred tax assets are recognised for tax losses carry-forwards to
the extent that the realisation of the related tax benefit through
the future taxable profits is probable. The recognised tax losses

will expire in 2012.

CHINA STARCH HOLDINGS LIMITED
ANNUAL REPORT 2010
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29 Deferred income

29 EFEHRA

Group
rEE
Steam
connection Government
income grants
Y
BERWA BT

Total

&t

RMB'000 RMB'000 RMB'000
ARETT ARBTT ARETT

At 1 January 2009 RZZEThFE—H—H 17,527 - 17,527
Additions il 4,459 - 4,459
Amortisation for the year NEZ (2,384) - (2,384)
At 31 December 2009 RZZEENF
and 1 January 2010 +=-A=+—H

KZFE—FF—H—H 19,602 - 19,602
Additions S 1,430 4,832 6,262
Amortisation for the year REFF (2,682) - (2,682)
At 31 December 2010 RZE—2F

+=—A=+—8H 18,350 4,832 23,182
Steam connection income represents the payment received/ FEEBIWMAE AR PEREX AT ED

receivable from customers for the connection of steam

pipelines.

Government grants represented the payment received from
&8 ™ B BB (Linging City Finance Bureau) for the development
of the production complex in Linging.

B U UK o

BT B8 RN ERB EiRA KE

ﬁa”& o m/ﬁjjﬂl%ﬁl‘]/ﬁ\lﬁ\ °

A ERIIERR B R A A
T -TEFR

(25



Notes to the Consodrdated Financtold Stotements

° 1% 80 3% % % VA
For the year ended 31 December 2010
HE-_Z-—SF+-_A=1+—HLLFE

30 Share capital

Movements in the Company’s authorised share capital are as

30 BRA&

ARTEERALB T

follows:
Number of shares Share capital
BRHEE V&
'000 HK$'000
T FHETT
Authorised SETE
At 31 December 2009 and 2010 RZZBZNER
—E-TF+ZHA=1+—H 10,000,000

1,000,000

Movements in the Company’s issued share capital are as

follows:

AR EITRAZBMT

Number Share
of shares capital
g4 [
‘000 HK$'000 RMB'000
T FAET AREFTT
Issued and fully paid ERITRAR
At 31 December 2009 RZZETNF
and 1 January 2010 +ZA=+—H
S 2,612,500 261,250 237,762
Shares placed in February 2010 RZE—FF-H
(Note (i) fe & A0 (FHEa)) 277,340 27,734 24,446
Bonus shares issued in June R-ZZE—FFXA
2010 (Note (ii) BATAT AR (B EEGi)) 2,889,840 288,984 253,026
At 31 December 2010 RIE—FF
+-A=+—H 5,779,680 577,968

515,234

( }6 CHINA STARCH HOLDINGS LIMITED
ANNUAL REPORT 2010
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30 Share capital (Continued) 30 BRA(#&)

Note:

0

In February 2010, the Company entered into a placing agreement
(the "Placing Agreement”) with a placing agent, an independent
third party. Pursuant to the Placing Agreement, the Company
issued a total of 277,340,000 ordinary shares with par value of
HKS$0.10 at a price of HK$1.40 each, resulting in an increase in the
issued share capital of the Company by HK$27,734,000 (equivalent
to RMB24,446,000). The excess of the placement proceeds over
the nominal value of share capital issued was credited as share

premium.

Pursuant to the resolution passed at the extraordinary general
meeting held on 17 June 2010, 2,889,840,000 bonus shares were
issued at nil consideration. The issued and fully paid capital
increased by HK$288,984,000 (equivalent to RMB253,026,000)
with the creation of an additional 2,889,840,000 shares of HK$0.10
each. The bonus shares were credited as fully paid by way of
capitalisation of HK$288,984,000 (equivalent to RMB253,026,000)
in the share premium account of the Company (Note 31).

BIEE

()

(i)

MR-E—T&E-f AAFHERE
REB(—BBILE=FH)FILREW
H(REHZED  BERSEHZ
RRBIRER408 THEBHRBITA
$#£277,340,00008% & A% ™ 1E0.1078 7T &)
L@l ARRIMEEHITRAREM
1 127,734,000% (M E R AR
24,446,0007T ) ° BLE TSR B 21T
BRANEESZ HNS BT ARG S

E

BEEARAINR_ZE—ZFA++
HETHRRESNAE LBBAAE
2 HE(E3£172,889,840,000% 4L I © 3B
i@ 18 3% %A 512,889,840,000% & IE E B
0107 TR I - BEEITRERIRA
B 12 )N288,984,0008 L (B E R AR
253,026,0007C) © AL MG FE BN AR 7
% 15 74 {8 B 18 7t & 72X288,984,0007%8 TT
(= A R #253,026,0007T ) A B3I
TEEUR AR (FT5E31) o

A EIRIIERR B R A A
T -TFEFR

(2]
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BE-—T-THE+-A=+—AItEE

31

(28

Reserves 31 A
Company
PN
Share Special Capital Retained
premium reserve reserve earnings Total
RIVEE  HhRE  EXRE BEEA CEH)
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARBTT AR%®Tn ARETT ARETR
(Note (i))  (Note (ii))
(E () (B i)
At 1 January 2009 RZZETNEF
—H—H 271,608 108,651 16,730 10,842 407,831
Loss for the year RNFEEEE - - - (8,313) (8,313)
Dividend e (26,254) - - - (26,254)
At 31 December 2009 RZZEZNF
+-A=+—8 245354 108651 16,730 2529 373,264
At 1 January 2010 RZZE—TF
—H—H 245,354 108,651 16,730 2,529 373,264
Loss for the year REFERE - - - (40,215) (40,215)
Dividend ds (29,351) - - - (29,351)
Issue of bonus shares BITAR
(Note (iii)) (B &EGi) (253,026) - - - (253,026)
Shares placed BRERHD 311,409 - - - 311,409
At 31 December 2010 RZE—FF
+=—R=+—8 274,386 108,651 16,730 (37,686)

362,081

CHINA STARCH HOLDINGS LIMITED

ANNUAL REPORT 2010
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31

Reserves (Continued)

Note:

0

(i)

(i)

Under the Cayman Companies Law, the share premium of the
Company is available for paying distributions or dividends to
shareholders subject to the provisions of its Memorandum or
Articles of Association and provided that immediately following
the distribution of dividends, the Company is able to pay its debts
as they fall due in the ordinary course of business.

Special reserve of the Company and the Group represents (a) the
difference between the nominal value of the share capital and
share premium issued by the Company and the aggregate of
the share capital and share premium of the subsidiaries acquired
upon the Group's reorganisation; and (b) the difference between
the consideration paid by the direct subsidiary for the entire
registered capital of the indirect subsidiary and the amount of
registered capital of the indirect subsidiary.

Pursuant to the resolution passed at the extraordinary general
meeting held on 17 June 2010, 2,889,840,000 bonus shares were
issued at nil consideration. The issued and fully paid capital
increased by HK$288,984,000 (equivalent to RMB253,026,000)
with the creation of an additional 2,889,840,000 shares of HK$0.10
each. The bonus shares were credited as fully paid by way of
capitalisation of HK$288,984,000 (equivalent to RMB253,026,000)
in the share premium account of the Company (Note 30).

31

)

BRE

0

(i)

(iii)

RIEAEFESRAE  FEABEREX
A AD RV SRIR T - AR BRI
3 (B 7] A AR 0 TR SR 5 AR
EREREREDIKE  NARARRE
HEEERBBEHPEHNES

AR AR 2SR B B8 Bl R fe () SR B
ERRARBSHEITRA R G E
T 1L E52 P 45 5 B I8 2 ) ) P S e B
HEREZENZR S ROBEEHB
NEIFLEENE AR 2 AN E R
RER(E RN B AR E AR
ZEEESR -

BEBER—_E—FTFNATEHRTH
BREFMAS ERBANRER &
{8 2% 172,889,840,0000% 4T A% © i% i@ 1%
% &8 912,889,840,000/% & A% ™ H0.10
BILHRD  BRTRBRERAD
# 1N288,984,000/% TL(HE N AR
253,026,0007T ) ° AL AE BB @A A A
% 1 74 B B 18 75 & 7288,984,000/%8 7T
(FAE M AR #253,026,0007C ) A BRI
VESR B (F1sE30) °

BRI ERERAT
—E-TEEH

(29
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32 Operating lease commitments 32 REHEERE
At the end of the reporting period, the Group had commitments REEHR  NEBEBRBETATRELE
for future minimum lease payments under non-cancellable THEMNHEZERENTONBEL MG
operating lease which fall due as follows: N
2010 2009
—E-BF —TTNEF
RMB’000 RMB'000

ARBFT ARET T

No later than 1 year —FR 420 657
Later than 1 year and no later than 5 years ~ —FE& R AFR 583 -
1,003 657
Operating lease payments mainly represent rentals payable by KEHECHETEEAEFBETHASE
the Group for certain of its office. Generally, the Group's operating WEMEE - —RimsE @ AEEMNKE
leases are for terms of 1 to 3 years. HERH—ZE=F-
33 Capital commitments 33 BEXREE
2010 2009
—E-BF —EThEF
RMB’000 RMB’000

AR®T T ARETT

Capital expenditure contracted for but not ~ ABEIATEBEE
provided for in the consolidated financial B ETHEREE HE B IRE

statements in respect of: NEENEARAX
— property, plant and equipment M - BEREE 2,965 3,963
— prepaid lease payments —TEEER 10,480 -

13,445 3,963

( ’5 O CHINA STARCH HOLDINGS LIMITED
ANNUAL REPORT 2010
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34 Share-based payment transactions

35

The Company’s share option scheme (the“Scheme”) was adopted
pursuant to a resolution passed on 5 September 2007 for the
primary purpose of providing incentives to directors and eligible
employees. Under the Scheme, the Board may grant options to
eligible employees, including directors of the Company and its
subsidiaries, to subscribe for shares in the Company. The Scheme
will remain in force for a period of 10 years commencing on the
date on which the Scheme is adopted. The maximum number of
shares which may be issued upon the exercise of all outstanding
options granted and yet to be exercised under the Scheme and
any other share option scheme adopted by the Company must
not in aggregate exceed 30% of share capital of the Company
in issue from time to time.

Asat 31 December 2010 and 2009, no options have been granted
under the Scheme of the Company.

34 LIBRHBZARENRS

RATIRERAERT 8 ([ %5181 ) iR
R-ZETEFNARRBBN R
RMEHN TEENRRAEEREER
EERMHEE - BIFZTE EFg0
mMEEREE(BREARAIRENBA
AMESR)REEREURERQRD
Befn o ZETEIERIEM 2 BT TF A
B o RITERIEZAT AR RN
M H A AR EIM AT A E B &
8 AR T {58 B B AR e 1 AT BE G BE AT B AR (D
#HE LR AETBHRBARGTED
BATARARE)30% ©

NRZE—TEFR_ZTAF+_A=1+
—H - MERBEAR R ZTERLETMA
RERRAE -

Related party transactions 35 BEAFRXS
During the year, the Group entered into the following transactions RFEARN REBEBAERZLATR
with related parties: U
(i) Sales and purchases (i) SHERKB
Trade sales Trade purchases
ESHER EZRBR
2010 2009 2010 2009
—E-EF —TTNF ZEB-BF —_TTNF
RMB’000 RMB'000 RMB’000 RMB'000
ARBTRT AR T AR®TR ARETT
An associate (Note (a)) e =N EEE) 145,402 109,773 - -
A related company —REERNT]
(Note (b), (c)) (BiEE(p), (@) - - 350 =

Sales were based on contract price.

HERRIBAOERFTHE -

A ERIIERR B R A A
T -TEFR
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35 Related party transactions (Continued)

(i) Sales of electricity and steam

35 BELRS(4#)

(ii)

ENARAHEE
2010 2009

-85  —TETAA
RMB’000 RMB'000

ARBT T ARETT

Related companies (Note (b), (d))

An associate (Note (a))

it (a))

40 43,940
8,071 4,889

8,111 48,829

Sales of electricity and steam were based on contract

price.

(iii) Purchase of electricity and steam

(iii)

BHRFAHEERIEA OER
BRI TRBE

2010 2009

—E-%F  CTINF

RMB’000 RMB'000

ARBTF T ARETTT

Non-controlling interests (Note (a)) IR AR R R 25 (P =T (@) 74,607 44,131
The purchase of electricity and steam was based on B REAKBERES OERE
contract price. "o
(iv) Rental income (ivi HE2BA
2010 2009
- —EENF
RMB’000 RMB'000

AR¥T T ARETTT

An associate (Note (a))

20 90

The rental income charged represents the rental income
for plant and office based on contract price.

( %) CHINA STARCH HOLDINGS LIMITED
ANNUAL REPORT 2010
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35 Related party transactions (Continued) 35

(v)

(vi)

Service charge income

BERRS (&)
(v) BRIEBWA
2010 2009
—E-ZF —ETNF
RMB’000 RMB'000

AR®F T ARETT

An associate (Note (a)) — XS N R (F5E@)

432 432

The service charge income represents the provision of
purchasing facilities to an associate based on contract
price.

Sales of bank acceptance bills

REBUIMAIBRIBES LERR—XK
B N a R B B SRR ARES -

(vi) SHERITEHLRE

2010 2009
-85  —TIAA
RMB’000 RMB'000

ARBTR ARET T

Related companies Eape /NG

- 42,400

During 2009, the sales of bank acceptance bills to I3
SRERIEREBABR AT (Shandong Shouguang
Juneng Holding Group Co., Ltd) (Juneng Holding Group”)
and ILERF ¢ Ege4Fill ABR 2 7] (Shandong Shouguang
Juneng Special Steel Co,, Ltd) amounted to RMB2,400,000
and RMB40,000,000 respectively. The sales amount were
equal to the face value of these bills resulting in no gain or
loss reported by the Group. These transactions constituted
as connected transactions as defined under Chapter 14A
of the Listing Rules.

NAZEENEF - HETIWRSHE
EREEBER AR EsIER
@J)&M$?%E RERFIN AR
NREIMRITEALZEEDIRBAR
%2,400,0007% & A R #40,000,000
T o HESHMESERZERERNE
Tﬁ BERAEEYESMEMIB
W RERGENBER S (EE
R ETRAIEI4AE) -

Q
b
Be
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HE—

35

(O

E-EFET_A=t—HLFE

Related party transactions (Continued) 35 BEFRS(E)

(vii) Key management compensation

(vii) =EEEE IR

2010 2009
—E-ZF —EThEF
RMB’000 RMB'000
AR¥T R ARBTIT
Short-term benefits %A 3,428 3,428
Retirement benefits scheme RRREFIFEME R
contribution 41 40
3,469 3,468
(viii) Balances with related parties (viii) ERRAE S sk
2010 2009
—E-ZF —EThEF
RMB’000 RMB'000
AR¥T R ARBTIT
Account receivables from an associate B —FREE & A FIFIA
(Note (e)) (Bf=E ) 38,556 6,842
Account receivables from related FEU 8 3E 1~ R A (e (e)
companies (Note (e)) - 6,397
Account payables to a related FE — R A R A (MTEE())
company (Note (f)) (64) (50)
Other payables to a related JEI — K BB B oAt e A SR (PR RE(F))
company (Note (f)) (262) -
Amount due from/(to) FEWL, (FEAS) JEFERR AR SR #E 2
non-controlling interests (Note (f)) FIE(FEE) 9,498 (4,516)

CHINA STARCH HOLDINGS LIMITED
ANNUAL REPORT 2010
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35 Related party transactions (Continued)

(viii) Balances with related parties (Continued)

Note:

(a)

These transactions did not constitute connected
transactions or continuing connected transactions as
defined under Chapter 14A of the Listing Rules.

Those related companies are subsidiaries of Juneng Holding
Group or the company in which Mr. Tian has significant
influence.

These transactions constituted continuing connected
transactions as defined under Chapter 14A of the Listing
Rules but were fully exempted under rule 14A.33(3) of the
Listing Rules.

During the year, the sales of steam amounting to RMB40,000
(2009: RMB290,000) was continuing connected transaction
as defined under Chapter 14A of the Listing Rules but
was fully exempted under rule 14A.33(3) of the Listing
Rules. For the year ended 31 December 2009, the sales of
electricity to Electricity Company of Shouguang City which
amounted to RMB43,650,000 did not constitute connected
transaction or continuing connected transactions under
Chapter 14A of the Listing Rules.

The amounts outstanding are unsecured and will be settled
within the credit term granted. No guarantees have been
given or received. No expense has been recognised in the
year for bad or doubtful debts in respect of the amounts
due from related parties.

Balances are unsecured, interest free and shall be settled
in accordance with their respective credit terms.
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Fuve Years Funanciad Sumimary

b 580557 %

A summary of the results, assets and liabilities of the Group for the last

AEBRROREMRFENESE  BEER

five financial years is as follows: BENMEMOT :
2006 2007 2008 2009 2010
—ETRF —TTEF —TTN\F —TThF ZEB-BF
RMB'000 RMB'000 RMB'000 RMB'000 RMB’000
ARBTT AREFTT ARBTT ARETT AR%¥TxR
Results E
Turnover L 1,031,506 1,349,962 1,530,446 1,957,525 2,504,733
Gross profit E7 195,239 265,285 189,163 211,941 284,697
Operating profit g K A 148,358 218,019 99,413 124,765 181,985
Profit for the year REZHHE 114,390 203,720 95,226 126,814 163,345
Profit attributable to % 3 (L )
shareholders 66,574 203,720 98,234 126,659 161,711
Basic and diluted earnings BRERKEE RN
per share (RMB)* (AR¥E) * 0.0267 0.0626 0.0188 0.0242 0.0284
* Adjusted for the bonus issue (one for one) during the year ended — * CREE—_E—ZEF+_/A=1t—HILFE
31 December 2010. AT AR BT (— 3% — ) VSR
2006 2007 2008 2009 2010
“EERE —TTLF —TTN\F —TTIAF —F-%F
RMB'000 RMB'000 RMB'000 RMB'000 RMB’000
ARBTT AREFTTT ARBTT ARETT AR¥TxR
Assets and Liabilities EERAE
Total assets BEE 842,902 1,112,485 1,111,471 1339495 1,777,275
Total liabilities wmats (659,117) (320,144) (223,774) (351,238)  (319,169)
183,785 792,341 887,697 988257 1,458,106
Equity attributable to RARERFFBA
equity holders of JE(h
the Company 183,785 792,341 872,705 971,882 1,440,097
Non-controlling interests FEFEAR AR R i 2 = - 14,992 16,375 18,009
183,785 792,341 887,697 988,257

1,458,106
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