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Financial Highlights and Summary

BAH5 418 22 [ 424

2007 2008 2009 2010 2011
—TTLF ZTT)\F ZTThEF Z2-TF —T——F
RMB’000 RMB’000 RMB’000 RMB’000  RMB’000
ARBTT ARETIT ARBTT AREFTT LAE®ETH
Results B
Turnover | 1,349,962 1,530,446 1,957,525 2,504,733 3,018,871
Gross profit EH 265,285 189,163 211,941 284,697 449,808
Operating profit £ A 218,019 99,413 124,765 181,985 303,392
Profit for the year RNEEHH 203,720 95,226 126,814 163,345 230,177
Profit attributable to % B8 & {5 1) B8
shareholders 203,720 98,234 126,659 161,711 228,990
Turnover by business segment ¥ 7 2 & ¥ 48
201 1 4.8% 2.4% Cornstarch
e
L
2010 44% 3.0% [ | ﬁéﬂﬁngﬁ
208 ammos [ o
B
2008 6.2% Electricity and
Steam
BHREA
2007 85%
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Financial Highlights and Summary
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Assets and Liabilities
Total assets

Total liabilities
Non-controlling interests

Shareholder’s equity

Major financial data
Current ratio (Times)
Quick ratio (Times)
Gearing — borrowings

to total assets
Debtors turnover (Days)
Creditors turnover (Days)
Inventories turnover (Days)

Cash conversion (Days)

2007
—ETLF
RMB’000
AREFTT
EERAE
mEE 1,112,485
mamE (320,144)
FEFE AR AR SR A 2 -
IR A 792,341
TEMKEE
MEBNLL 2 () 23
RENLL X (1) 1.9
B — 85K 10.1%
BRIAfBE EE
FEM AR B (R 80 38
FERT AR A (KR8 20
FERE(RE) 39
BeEn(RE) 57

2008
ZEREN\F

RMB’000
ARETIT

1,111,471
(223,774)
(14,992)

872,705

2.5
1.8
0.9%

30

34
48

RMB’000
ARETIT

1,339,495
(351,238)
(16,375)

971,882

2.2
1.6
5.7%

30
15
34
49

FELRAIER AR A E
—E——FFR

2010 2011
—T-TF —E-—f
RMB’000 RMB’000
ARBTFE AR®TR
1,782,107 = 2,013,379
(324,001) (357,242)
(18,009) (19,196)
1,440,097 1,636,941
39 4.1

33 3.5

2.1% 0.4%

40 37

13 10

32 29

59 56
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Chairman’s Statement
F s

Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”)
of China Starch Holdings Limited (the "Company”), I am pleased
to present the annual results of the Company and its subsidiaries
(collectively, the “Group”) for the year ended 31 December 2011.

BUSINESS REVIEW

The global economic recovery picked up speed again in early 2011,
however, in the face of the economic stagnation in the market
of the United States of America and the European credit crisis,
recovery slowed down in the second half of the year under review
accordingly. Meanwhile, inflation was stubbornly high in the People’s
Republic of China (the "PRC”") which also dragged down the pace of
economic rebound. Considering these economic uncertainties, the
Group continuously operated in a conservative manner throughout
the year.

During the year under review, the Group sustained a steady growth
in the overall performance despite facing the challenge of rising raw
material prices such as corn kernel prices and coal prices. Although,
the strong upturn in the first half of the year was followed by weaker
growth in the second half, the Group was still able to sustain a
satisfactory growth in its overall turnover. During the year, the Group
introduced a new product, 70% lysine, which successfully increased
the overall average selling price of our lysine portfolio.

During the year under review, the contribution to turnover from
cornstarch, lysine and starch-based sweetener segments increased
while that of electricity and steam segment decreased. Despite
the year-on-year increase in corn kernel price, coal price and
other production costs, the Group's overall performance was
satisfactory.

FINANCIAL PERFORMANCE

The Group's turnover increased by 20.5% to approximately
RMB3,018,871,000 (2010: RMB2,504,733,000), with gross profit
increased by 58.0% to approximately RMB449,808,000 (2010:
RMB284,697,000) as compared to that of last year. The Group
recorded a net profit of approximately RMB230,177,000 (2010:
RMB163,345,000), representing an increase of approximately 40.9%
over the previous year.
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Chairman’s Statement
FERS

Taking into account the expected future capital expenditure in relation
to the production expansion plan (as explained below), the Board
proposes to maintain the dividend per share for the year the same as
the year of 2010 and recommends the payment of a final dividend of
HK0.67 cents per share for the year ended 31 December 2011

Turnover of the cornstarch and ancillary corn-refined products
segment rose by 14.2% from approximately RMB1,848,924,000 last
year to approximately RMB2,112,086,000 this year. Average unit price
reached a record high of approximately RMB2,698 per tonne this year.
The increase in turnover was mainly due to the increase in production
costs and continuous growing demand in the domestic market.

For lysine and fertilisers, this segment had an outstanding performance
with a considerable increase in the average selling price per tonne
and gross profit this year. The sales volume of lysine reached
approximately 54,758 tonnes (2010: 52,171 tonnes), with the utilisation
rate of production facilities maintained at approximately 99.1% (2010:
94.0%). Turnover for this segmentincreased by 45.7% to approximately
RMB687,972,000 (2010: RMB472,083,000).

After having undergone years of trial production, the starch-based
sweetener segment grew steadily and finally generated gross profits
for the Group this year. During the year under review, turnover of
this segment increased to approximately RMB145,054,000 (2010:
RMB75,908,000), representing a remarkable growth in turnover of
approximately 91.1% over the previous year.

On the contrary, the Group recorded a decrease in turnover of the
electricity and steam segment. Turnover decreased to approximately
RMB73,759,000 (2010: RMB107,818,000), the decrease in turnover of
this segment was mainly due to the reduction of external supply of
electricity to the local electricity union network by the Group since
the fourth quarter of 2010

PROSPECTS AND DEVELOPMENT PLANS

The difficult and challenging global financial and economic
environments are expected to create uncertainty and volatility in
commodity prices which in turn affect costs of production. In response
to the continuing rise in raw material prices in the near term, the Group
will closely monitor the market trend of prices of raw material and
strengthen its cost control measures. In the meantime, expansion of
both domestic and international market and optimizing the production
capacity will be jointly pursued in order to sustain healthy growth of
the Group.
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Chairman’s Statement
FERE

Our production development strategy is to develop new products by
using cornstarch as raw material. It is intended that the trial production
of crystallized starch-based sweetener will start in the first quarter of
2012.

The Group has achieved a breakthrough in the production expansion
plan. With the support of the Municipal Government of Shouguang
(the “Shouguang Municipal Government”) of the PRC, the Group
plans to expand its production capacity by relocating the existing
production plant and facilities in Shouguang to a new production
site as may be granted by the Shouguang Municipal Government. The
proposed new production site is expected to remain in Shouguang,
and the estimated annual production capacity of the new production
site is also expected to be comparable to that of the existing one.
The operation and production currently carried on at the existing
production facilities will continue until the new production facilities are
ready for production. The Group will negotiate for the grant of further
new production site and preferential policies with the Shouguang
Municipal Government in the near future.

The Board will continuously fine-tune its proposed expansion plan
in order to minimize disturbance to the Group’s business operation
during the transitional period. Meanwhile, the Board remains prudent
and optimistic towards the Group's future development and intends to
be well prepared for the increasingly volatile markets and intensifying
competition.

APPRECIATION

| wish to express our heartfelt gratitude to our fellow Directors and our
staff for their dedication and contribution throughout the year, and
to our shareholders who have given us their faith and belief over the
years. Lastly, | take this opportunity to thank Ms. Yu Shumin, who retired
in September 2011 as an independent non-executive Director.

Tian Qixiang
Chairman

Hong Kong, 23 March 2012
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Management Discussion and Analysis

BB R wm AT

OVERVIEW

The Group recorded a remarkable growth in turnover, gross profit
and net profit during the year under review. Turnover of the Group
increased by 20.5% to approximately RMB3,018,871,000 (2010:
RMB2,504,733,000) while the gross profit increased by 58.0% to
approximately RMB449,808,000 (2010: RMB284,697,000). Despite
the looming threat of a potential new wave of credit crisis in the
United States of America and the European countries, along with the
tightening liquidity policy of the People’s Republic of China (the "PRC"),
market demand for our products remained strong and consistent.
However, faced with the increasing inflationary pressures of corn
kernel price and other raw material costs, the Directors are cautiously
optimistic about the business outlook for the year 2012.

In respect of the business development of the Group in 2011, the
starch-based sweetener segment started to contribute profit and a
new lysine product, 70% lysine, was launched in the last quarter. In
2012, the Group will introduce crystallised starch-based sweetener and
may relocate the existing production plant and facilities in Shouguang
to a new production site with the same annual cornstarch and lysine
production capacity of approximately 450,000 tonnes and 55,000
tonnes respectively. The Group management will closely monitor
our development plan and the schedule of introduction of any new
products to the market.

Profitaftertaxationincreased by 40.9%to approximately RMB230,177,000
(2010: RMB163,345,000). The effective tax rate for the year was higher
than that of previous year which resulted from the expiration of a
preferential tax treatment of a 50% relief on the PRC Foreign Enterprise
Income Tax of the indirectly wholly-owned subsidiary, LI B 55 3¢ B 8
& R KRB R A F](Shandong Shouguang Juneng Golden Corn
Development Co,, Ltd.) ("Golden Corn”).

Basic earnings per share of the Company was RMB0.0396 per share
based on the weighted average number of 5,779,680,000 shares
(2010: RMB0.0284 per share based on the weight average number of
5,687,233,000 shares).

WME
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Management Discussion and Analysis
B MO

BUSINESS REVIEW EAEI
Business analysis EE DT

FORKBHRI R KR LB

Cornstarch and ancillary corn-refined products

2011 2010
—B——F —E-TF
RMB’000 RMB'000
ARBT T ARBTTT

Turnover: BEERE
Cornstarch TARBH 1,491,658 1,318,421
Corn gluten meal EAREBH 218,249 194,087
Corn fibre FORMEEE 124,296 114,222
Corn germ TR 273,746 218,906
Corn slurry TR 4,137 3,288
2,112,086 1,848,924
Gross profit E7 194,203 189,972
Gross profit margin FEH & 9.2% 10.3%

The average selling price per tonne and sales volume of cornstarch B & K F 11 T 3 E 54 ) G T 15 &
and ancillary corn-refined products are set as below: BRISEEHIWOT

2011 2010
—E2——F —E-FF

RMB/Tonne Tonnes RMB/Tonne Tonnes

AR W 7 AR 18 7

Cornstarch T ARBH 2,698 552,876 2,407 547,857
Corn gluten meal  EXEAH 4,107 53,139 4,035 48,098
Corn fibre FOREE 989 125,660 1,049 108,867
Corn germ FORMEZF 3,590 76,249 2,987 73,292
Corn slurry FOREE 131 31,540 125 26,393

@ CHINA STARCH HOLDINGS LIMITED
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Management Discussion and Analysis
BIEE R wm MO

Sales of cornstarch and ancillary corn-refined products for the year
ended 31 December 2011 increased by 14.2% to approximately
RMB2,112,086,000 (2010: RMB1,848,924,000). This business segment
represented about 70.0% (2010: 73.8%) of total turnover of the
Group.

Sales of cornstarch increased by 13.1% to approximately
RMB1,491,658,000 (2010: RMB1,318,421,000). The average selling
price and sales volume of cornstarch was about RMB2,698 per tonne
(2010: RMB2,407 per tonne) and 552,876 tonnes (2010: 547,857 tonnes)
respectively. As cornstarch is of a non-reusable nature and is hard to
substitute, the market demand was still strong despite the economic
uncertainties in the domestic market or overseas market.

Sales of corn gluten meal and corn fibre were approximately
RMB218,249,000 (2010: RMB194,087,000) and RMB124,296,000 (2010:
RMB114,222,000) respectively. The demand of such products is directly
affected by the global animal feed market.

Corn germ is a major raw material for the production of cooking oil.
The price of corn germ was affected by price of substitute goods, e.g.
soybean germ, and inflation.

Gross profit of this business segment increased slightly by 2.2% to
approximately RMB194,203,000 (2010: RMB189,972,000). The price
adjustment of our products was slightly lagging behind the rise in
costs due to the uncertain market conditions of our customers during
the second half of 2011.
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Management Discussion and Analysis
B MO

Lysine and fertilisers FEE B PR
2011 2010
—E——fF —ZE-TF
RMB’000 RMB'000
ARBT T ARBTFT

Turnover: B

Lysine FERR 671,409 456,462
Fertilisers AExt 16,563 15,621
687,972 472,083
Gross profit EH 252,201 79,198
Gross profit margin RS 36.7% 16.8%

The average selling price per tonne and sales volume of lysine and
fertilisers are set as below:

TR BER 0 ST 19 & (B R = 2 85
o -

2011 2010
—E——F —E-TF
RMB/Tonne Tonnes RMB/Tonne Tonnes
AR, 1 L} AR/ WA
Lysine el 12,261 54,758 8,749 52,171
Fertilisers AExt 728 22,742 445 35,077

Turnover of this business segment increased by 45.7% to approximately
RMB687,972,000 (2010: RMB472,083,000), which represented about
22.8% (2010: 18.8%) of total turnover of the Group.

In respect of lysine, sales were driven by the strong demand in
animal feed market. Turnover of lysine increased robustly by 47.1%
to approximately RMB671,409,000 (2010: RMB456,462,000). Since
November 2011, the Group had begun to utilise existing production
capacity to manufacture a new product, 70% lysine. This could have a
positive impact on turnover for the lysine segment because the selling
price of 70% lysine was higher than that of 65% lysine. The Directors
considered that this new product could encourage our customers’
loyalty as a wider range of lysine products is now available to them.

CHINA STARCH HOLDINGS LIMITED
ANNUAL REPORT 2011
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Management Discussion and Analysis
BIEE R wm MO

Starch-based sweetener BRI
2011 2010
—E——fF —E-FF
RMB’000 RMB'000
ARETR ARETIT

Turnover: FEC

Starch-based sweetener TR 145,054 75,908
Gross profit/(loss) EH(E8B) 5,111 (187)
Gross profit/(loss) margin EHM,/(FEEB) X 3.5% (0.2%)

The average selling price per tonne and sales volume of starch-based
sweetener are set as below:

BN SR HEEREEEHIIMT

2011 2010
—E2——F —ET-FF
RMB/Tonne Tonnes RMB/Tonne Tonnes
AR W Mg N g 148
Starch-based sweetener R HE 2,483 58,419 2,175 34,906

The utilisation rate of the production facilities of the starch-based
sweetener increased gradually during the year under review. The
demand of starch-based sweetener was closely affected by brewage
and food processing sectors as producers from the brewage and food
processing sectors were the major customers of the Group.

The Group will introduce crystallised starch-based sweetener with the
relevant production facilities of 50,000 tonnes per annum in 2012.
Pilot-run production of such new product is expected to commence
in the first quarter of 2012.

During the year under review, turnover of starch-based sweetener
increased by 91.1% to RMB145,054,000 (2010: RMB75,908,000), which
represented 4.8% (2010: 3.0%) of total turnover of the Group.
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S

Electricity and steam B RES
2011 2010
—EB——fF —E-TF
RMB’000 RMB'000
AR¥FT T ARETIT

Turnover: SR

Electricity £S5 2,715 35,500
Steam A 71,044 72,318
73,759 107,818
Gross (loss)/profit (E8) EF (1,707) 15,714
Gross (loss)/profit margin (E8B) EFE (2.3%) 14.6%

The contribution of revenue from sale of electricity and steam to total
turnover of the Group reduced from 4.4% to 2.4%. During the year
under review, the sale of electricity mainly represented the electricity
supply to an associate, 5 & iR & D A BR A B(Shouguang
Golden Far East Modified Starch Co., Ltd.) (“Golden Far East”).

Export sales analysis

HEBNWREZAHBRERAEEREXEN
BOLLA44% NEE24% - REIBEFER -
BENHEFERY —FIBERTIBAEER
EMBRMBRAR([2EFR] ) MENH
}j‘/&E\ o

HOHEDH

Corn gluten

Cornstarch meal Corn fibre Lysine Total
ERBE FREAH FRER BER &t

RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARETT ARBTIT ARBTT ARETT ARETET

2011 B
Export sales HOHE 764 155,331 26,632 67,284 250,011
Export sales to total sales i O $5 &L S E A 0.1% 5.1% 0.9% 2.2% 8.3%
2010 —E-FTF

Export sales HHOES 34,919 72,826 37,961 113,699 259,405
Export sales to total sales  H O $HELIHEBEE 1.4% 2.9% 1.5% 4.5% 10.3%

m CHINA STARCH HOLDINGS LIMITED
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Domestic and overseas markets are complementary to each other. BR8N TH5 2 G @ EE o BRE &
In view of the economic turmoil faced by our overseas customers, B K EGBHETE  KEERN THFE
the Group shifted our marketing resources to further develop and B AT IBEENER  HE—LERLE
consolidate the domestic market in the PRC in the second half AFEBEATE  Bitt £ OHEETRELD
of the year, and as a result export sales reduced to approximately A R #250,011,000( ZFE —FF : AR
RMB250,011,000 (2010: RMB259,405,000). Export sales in the first half ~ 259,405,0007T) ° AN & ¥4 & T E M H
and the second half of the year was approximately RMB166,789,000 [ $4& 5 5l 49 A& A R #166,789,0007T X A R

and RMB83,222,000 respectively. #83,222,0007T ©
Cost of goods sold analysis SHE XD
2011 2010
—E——F —E-ETF

RMB’000 % RMB'000 %
ARET T % AREETTT %
Corn kernel E KK 1,985,337 77.3% 1,680,111 75.7%
Coal and utilities i MKE 289,953 11.3% 297,251 13.4%
Other materials H it 74,768 2.9% 60,356 2.7%
Direct labour BEET 60,264 2.3% 41,531 1.9%
Manufacturing overhead A EE A AR 64,400 2.5% 51,318 2.3%
Depreciation e 54,215 2.1% 39,801 1.8%
Others HAith 40,126 1.6% 49,668 2.2%
2,569,063 100.0% 2,220,036 100.0%

Corn kernel and coal were the major cost components of the Group. T K # K2 B 7k A& 7N £ B /) = Z Ak AR 48 55 56
They contributed to about 88.6% (2010: 89.1%) to total costs of goods 43 o NEIEAFE N » :Z FH AL 8 E K AN 4
sold during the year under review. FHI88.6% ( —ZE—ZF :89.1% ) °

Corn kernel price increased by 15.7% to approximately RMB2,025  E KK B L FH157%% 4 G A B #2,025

per tonne (2010: RMB1,750 per tonne). In the meantime, coal price 7T ( ZZE—Z 4 : GWEAR1,7507T ) ° [

increased by 8.6% to RMB919 per tonne (2010: RMB846 per tonne). B WK B EFsens &M A R 9T
“T-TF  GEARYS46T ) ©
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REVIEW OF OTHER OPERATIONS

Other income

Other income mainly represented government grants, sales of scrap
oil and coal and steam connection income. Other income reduced
significantly because of the reduction of government subsidies in
the current year and the sales of excessive electricity quota in the
year of 2010.

Distribution and administrative expenses

There was no material fluctuation in distribution expenses for the
year under review.

Administrative expenses increased by 41.2% to approximately
RMB85,070,000 (2010: RMB60,262,000). The increase was mainly
attributable to the increase in salaries and government levies and
charges.

Share of result from an associate

The share of loss from Golden Far East was approximately RMB543,000
(2010 share of profit: RMB1,727,000) for the year ended 31 December
2011. Modified cornstarch is a tailor-made product where its demand
is relatively more sensitive than general cornstarch products.

Income tax

Income tax expenses was approximately RMB85,476,000 (2010:
RMB26,635,000) and the Group's effective tax rate was 27.1% (2010:
14.0%) for the year under review. The increase in the current year
effective tax rate was mainly due to the expiration of a preferential tax
treatment on the PRC enterprise income tax at the end of 2010.

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

CHINA STARCH HOLDINGS LIMITED
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DIVIDENDS

The Board is pleased to recommend the payment of a final dividend
of HK0.67 cents per share (2010: HK0.67 cents per share) for the year
ended 31 December 2011 to shareholders whose names appear on the
register of members of the Company on 21 June 2012.The shareholders
of the Company will be given an option to elect to receive wholly or
partly an allotment and issue of shares of the Company (“Shares”)
credited as fully paid in lieu of cash in respect of the proposed final
dividend (the “Scrip Dividend Scheme”).

Both the proposed final dividend and the Scrip Dividend Scheme are
subject to the approval of the shareholders of the Company in the
forthcoming annual general meeting of the Company. In respect of
the Scrip Dividend Scheme, the approval from The Stock Exchange of
Hong Kong Limited for granting the listing of, and permission to deal in
the Shares to be issued pursuant to the Scrip Dividend Scheme is also
required. On condition that the payment of the above final dividend
is approved by the shareholders at the annual general meeting of the
Company, full details of the Scrip Dividend Scheme will be set out in a
circular to be despatched to the shareholders of the Company shortly
after the annual general meeting of the Company.

The Board did not declare any interim dividend during the year
(2010: Nil).

HUMAN RESOURCES AND REMUNERATION POLICIES

As at 31 December 2011, the Group had approximately 2,251 full time
staff (2010: 2,214). Total staff costs, including Directors’emoluments, of
the Group was approximately RMB100,919,000 (2010: RMB71,915,000).
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 “Share Option Scheme”) with
a primary purpose of motivating our employees and other eligible
persons entitled under the Share Option 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.

i E
EEeMARBERARZE——-FA=+—
BEIARFBRRERABcBREENEHEZE=Z
—F+_AZ+—BULEFENKRERES
fR067BI(ZE—FF : BAR0.67EL) o &K
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As at 31 December 2011, no share options have been granted under
the Share Option Scheme.

FINANCIAL REVIEW

Financial management and treasury policy

The Group adopts a conservative approach for cash management
and investment on uncommitted funds. Any unused fund was placed
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 because our operations are mainly conducted in the PRC.
Sales and purchases are mainly denominated in Renminbi and the
foreign exchange risk associated with export sales is not material. In
view of the minimal foreign exchange risk, we monitored the exchange
rate closely instead of entering into any foreign exchange hedging
arrangement.

Liquidity, financial resources and capital structure

Asat 31 December 2011
of the Group amounted to approximately RMB240,000,000. The
Directors are of the opinion that the working capital available to the

,the available and unutilised banking facilities

Group is sufficient for its present requirements.
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The major financial figures and key financial ratios are summarised = B FE S5 M B BA 7S bL Rt s an )
as follows:

2011 2010
—E——F —T-TF
RMB’000 RMB'000
ARMT T ARBTFT
Borrowings: BE :
— Within 1 year ——F R 1,551 30,630
— Between 1 and 2 years ——FEMF 886 886
- Between 2 and 5 years —MFEERF 2,659 2,659
— Over 5 years — AR F 1,995 2,881
7,091 37,056
Including: BIE
Fixed-rate borrowings FEEEX
- Government loan —BIFER 7,091 7,977
— Cash advances for discounted bills —BRRERRIB SN - 29,079
7,091 37,056
Debtors turnover (days) FEMBR A (R0 37 40
Creditors turnover (days) JENBRFIAE (RE) 10 13
Inventories turnover (days) FEREE (RE) 29 32
Current ratio TMENLL R 4.1 3.9
Quick ratio EB =X 3.5 33
Gearing ratio — borrowings to total assets 1812t R — EFRERALE E 0.4% 2.1%
Pledge of assets and contingent liabilities EEERHERJREE

As at 31 December 2011, bills payable were secured by bank W-_ZFE——&F&+—-A=+—H ENZEES
deposits and bank acceptance bills at the amount of approximately — Bl LAZI A R #2,683,0007T & A K #1,900,0007T
RMB2,683,000 and RMB1,900,000 respectively. Save as disclosed above 7 $R1T1IZ N R R1T/& H ZHE{/EHEIE - [ X
the Group did not pledge any leasehold land and building to secure  #HEEIN - R—-ZTE——F+-_HF=+—8H -
banking facilities and did not have any material contingent liabilities 7<= [ 3 & 4 (T ([ 18 & + ) R 2 T4 8 DL IE
as at 31 December 2011. RIBITEE - MEAMERKAEE -
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Use of net proceeds from placing

As at 31
RMB57,082,000 for the expansion of production capacity and general

December 2011, the Group utilised approximately

working capital of the Group. The unutilised net proceeds from the
placing agreement entered into on 4 February 2010 was approximately
RMB278,773,000.

FUTURE PLAN AND PROSPECT

In 2012, the Group will introduce crystallised starch-based sweetener
with the relevant production facilities of 50,000 tonnes per annum.
Pilot-run production of such product is expected to start in the first
quarter of 2012.The Directors believe that the production of crystallised
starch-based sweetener would enhance our economy of scale by
increasing the utilisation rate and sharing of existing distribution
channel.

Apart from the above, as disclosed in the announcement of the
Company dated on 20 January 2012, Golden Corn may relocate
the whole of existing production plants and facilities located at its
existing production site in Shouguang to a new production site as
may be granted by the Municipal Government of Shouguang (the
“Shouguang Municipal Government”). The proposed new production
site is expected to be remained in Shouguang with a site area of not
less than approximately 330,000 square metres. According to the
current expansion plan in this stage, the proposed new production
site will have annual cornstarch and lysine production capacities of
approximately 450,000 tonnes and 55,000 tonnes respectively, which
are the same as those of the existing production site of the Group in
Shouguang which may have to be relocated. This relocation plan is
a step forward for the Group’s expansion plan, as an additional new
production site may be granted and preferential policies may be
offered to the Group to facilitate the relocation.

The Directors are of the opinion that the relocation plan would benefit
the Group, andisin line with the Company’s objective of becoming one
of the largest cornstarch manufacturer and suppliers in the PRC.
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Directors and Senior Management Profiles
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EXECUTIVE DIRECTORS

Mr. Tian Qixiang, aged 48, 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 ¢ T i
&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 &% & £ (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 44, 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 43, 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 74 /7% &2 B
T%%E 2 (Hydro Economic and Financial Management), and obtained
a diploma in B/ 7%%& 2 (Finance Management) from R & & EE
1B B EER PR (Shandong Economics Management Institute) in 1998.
Mr. Yu obtained the 2 AR K MBI T HEEIREE (Certificate
of Accounting Professional of the People’s Republic of China) issued
by B/} MEBUS (Finance Bureau of Shouguang City) in 1997.
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Mr. Liu Xianggang, aged 43, 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 XM #& A 7] (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 T2 1€ (China Starch Industry Association).

INDEPENDENT NON-EXECUTIVE DIRECTORS

Ms. Dong Yanfeng, aged 75, 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 BHEAR =
£ 4% (Third Level Award on Technology Results) and RHZ#E#=
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 were
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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Mr. Cao Zenggong, aged 49, has been appointed as an independent
non-executive Director on 5 September 2007. Mr. Cao graduated from
VB 2 K 2 (Qinghua University) in 1984 with an undergraduate degree
in B EZ& K E BE)1b (Electrical Engineering Specialising in Power
System and Automation). Mr. Cao is the B3 1E ( (deputy director) of
2[R R ZIE6 (the Development Planning Department) of LI E /1%
&~ 7] (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 =<5 4Z (Third Level Award)
for his thesis on 1R 4E{b 28 51 — W A8 322 5% B DA A BB 4R (Standardiised
Design —Keys to City Electricity Network Construction and Re-modeling)
by I ER EH# T F2 22 (Shandong Society for Electrical Engineering) in
2001. Mr. Cao was also granted honorary certificates by A Bl E /117
IR EH3E (Electric Power Design Association) in 2003 and 2004 for
his participation in two award-winning projects, namely the BERYL T
EHHEEREREN (Jinan City Electricity Network Development Plan) and
the &R/ JE(OEIMN)500kvE BT TAZ (Yellow River North (Bingzhou)
500kv Transformer Station Project), respectively.

Mr. Yue Kwai Wa, Ken, aged 46, has been appointed as an independent
non-executive Director on 5 September 2007. Mr. Yue is a Certified
Public Accountant with over 19 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.

SENIOR MANAGEMENT

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

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
2011.

PRINCIPAL ACTIVITIES

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.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December 2011 are
set out in the consolidated statement of comprehensive income on
page 43.

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 in July 2012 in cash with a scrip
dividend option. The detail of the scrip dividend scheme will be set
out in the circular to the shareholders after the approval of the final
dividend in the AGM.

SHARE CAPITAL

Details of the share capital of the Company during the year are set
out in note 26 to the consolidated financial statements and in the
consolidated statement of changes in equity.

PROPERTY, PLANT AND EQUIPMENT

During the year, the Group spent approximately RMB64,333,000 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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FIVE-YEAR FINANCIAL SUMMARY

A summary of the published results and assets and liabilities of the
Group for the last five financial years is set out on pages 2 and 3. The
summary does not form part of the audited consolidated financial
statements.

DISTRIBUTABLE RESERVES

As at 31 December 2011, the Company's reserves available for distribution
to shareholders amounted to approximately RMB291,619,000. The amount
of distributable reserves included the Company's share premium of
approximately RMB242,240,000, 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 27 to the
consolidated financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

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.

DIRECTORS

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 (retired on 4 September 2011)
Mr. Cao Zenggong

Mr. Yue Kwai Wa, Ken

By virtue of Article 108 of the Company’s Articles of Association, Mr.
Tian Qixiang, Mr. Liu Xianggang and Ms. Dong Yanfeng will retire and,
being eligible, offer themselves for re-election at the forthcoming
AGM.
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INDEPENDENT NON-EXECUTIVE DIRECTORS’
CONFIRMATION

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.

DIRECTORS’ SERVICE CONTRACTS

On 1 September 2011, each of the independent non-executive Directors
has entered into a renewal appointment letter for his/her appointment
as an independent non-executive Director for a term of two years
commencing from 5 September 2011, subject to termination by either
party giving to the other not less than three months'advance written
notice of termination and the Company’s articles of association.

Asat 31 December 2011, 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.

EMOLUMENT POLICY

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.

EMOLUMENTS OF DIRECTORS AND FIVE HIGHEST
PAID INDIVIDUALS

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.
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DIRECTORS’ INTEREST IN CONTRACTS

At no time during the year had the Group and the Directors entered
into any contract of significance.

DIRECTORS’ AND CHIEF EXECUTIVE' INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES OR DEBENTURES OF THE COMPANY OR ITS
ASSOCIATED CORPORATIONS

As at 31 December 201
Directors and the chief executive of the Company in the shares,

1, the interests and short positions of the

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

%gm =] I\/J*Eﬁ;l

AREBERFAREMEEHEEREFRT TN
BEREH -

EERFETBRAEREAQFTRH
MEEBE R - HERGHESF
HERRAR

RZE——F+ZA=+—H EFEAR
Al EBITHA BR AR A 2 H A A5 B
E(EERBEBENNENEEFKBEEH
([EH R EEIEA ) EXVERD ) Bk - 18
B ktEHED  HERBEEFRABKAE

352{EZAR BN AR AIF B M B i M AR &

352 of the SFO or as otherwise notified to the Company and the Stock 3R BIFTEIA) EAETTAZTEFHITE SR
Exchange pursuant to the Model Code for Securities Transactions by S #J1E%<F Al ([12E<F R ) BB THEARAD
Directors of Listed Issuers (the “Model Code”) contained in the Listing &) REESXFTRERS AR AT ¢
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
BEnE LNV ) 5t/ BEtE BERSHERER (1) ERESNED L
Mr. Tian Qixiang The Company Interest in a controlled 3,500,000,000 shares (note 2) 60.56%
(“Mr. Tian") YN corporation 3,500,000,0008% A% £ (P 3E2)
MAREE(THEE]) REH RS
Merry Boom Group Limited Beneficial owner 131 ordinary shares of USS1 each (L) 54.58%
REEEERAT -E:37 2PN BIRERAEETHEBRO
Mr. Gao Shijun Merry Boom Group Limited Beneficial owner 60 ordinary shares of US$1 each (1) 25.00%
BEELE REEEERAF ERERA colRBRAEIETAHERRO
Mr. Yu Yingquan Merry Boom Group Limited Beneficial owner 1 ordinary share of US$T each (L) 042%
THR %S REEEERAF ERERA IRERAEEETOERRO
Note: Mz -

(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.
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Save as disclosed above, as at 31 December 2011, 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.

SHARE OPTION SCHEME

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

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

2. Eligible participants of the Share Option 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.

REXHBBEEN R-T——F+-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 -

ERETE

RARIR-ZZEZLFNA R ARM—IEER
R EI(TZEREE]) - ZETEINERR
AT

1. ZBREAINZEEN/MEAAT
MEE R ZEREFSETHNEBEE
BAL  BRSAEERKRENTET
BRI &EAE R - W EIHREFH AN EE
HEVE B ©

2. HBBREFENABERSEERQAR
A - HEFMB AR AEBEEFKE
RANERERENTAER(RER
BOEAEE(EmEBEGRE - &2
BRTES  EFEREIFATES) b
ARE - HEAMBRRSEMNIRER
EBNEMIFERTEF(BIRBULIFATT
B%): (QRAREBEMAKE R RSAEMA
REERREEDIMRBOEER ; ()
AREBEMKERRREAIREEERN
ERAEPE  @RAKEEMKE A ATH
TR EERIEHAT I - FEREAME
M EOERALRER  (ARKEE
AR B A B EFIRE BB MR
S AKEEAKE ARISHERREERE
FTEITMEE S IR A A ¢ (@&
SEEMKERFRIREBRIEME
R R R R R (FXL
HAth) s & AD ()T H LA
REBAE  ETBAUEMERLH
M AEENERLIERIEHERHNZ
EE /AR -

HERMERERAT @
—E——FFR



Report of the Directors
EEGHEE

The maximum number of Shares which may be issued upon
the exercise of all outstanding options granted and yet to be
exercised under the Share Option 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 Share Option Scheme and any other share
option scheme of the Group) to be granted under the Share
Option 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
Share Option 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 Share Option 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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6.  Theexercise period of the share options granted under the Share
Option Scheme is determined by the directors of the Company,
which period may commence from the date of the offer for the
grant of options is made, but shall end in any event not later than
10 years from the date of the offer for the grant of the option or
the expiry date of the Scheme, if earlier, subject to the provisions
for early termination as stated in the Share Option Scheme.

7. The acceptance of an offer of the grant of the option must be
made within 21 days from the date of the offer for the grant
with a non-refundable payment of HK$1.00 from the grantee.

8. Theexercise price of the share option is determined by the Board
but shall not be less than the higher of (i) the closing price of
the Shares as stated in the daily quotations sheet of the Stock
Exchange on the date of grant; (ii) the average closing price of
the Shares as stated in the Stock Exchange’s daily quotations
sheets for the five business days immediately preceding the
date of grant; and (iii) the nominal value of the Shares.

9.  The Share Option Scheme shall be valid and effective till 4
September 2017.

As at 31 December 2011, no share options were granted under the
Share Option Scheme of the Company.

RELATED PARTY TRANSACTIONS

Details of significant related party transactions undertaken in the
normal course of business are provided under note 36 to the
consolidated financial statements. None constitutes a discloseable
connected transaction as defined under the Listing Rules.
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INTERESTS OF THE SUBSTANTIAL SHAREHOLDERS
IN SHARES AND UNDERLYING SHARES OF THE
COMPANY

Asat 31 December2011,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:

FERRRAEAQXTARD RAEBERKRSD
R

R_E——F+-_A=+—H BEEM
o AR ERERE S LB RGIF33615K
NEAFENETMACE U FAL(ES
FARNRBEBITERABRINE AR B R K
MR EAERIORR

Capacity/nature Number of shares/ Percentage of

Name of shareholder of interest underlying shares (note 1) issued share capital
BREHE Bip EmiE % HERGEE (i) HERITREATDL
Merry Boom Group Limited Beneficial owner 3,500,000,000 (L) 60.56% (note 2)
REE B AR AR EmBEEA (Pff5E2)
Victory Investment China Group  Beneficial owner 292,000,000 (L) 6.77% (note 3, 4)
Limited (“VICGL") E=EAA (BF5E3, 4)

Person having a
security interest

99,000,000 (L)

Tvirﬁf%?é
EEBA
Mr. Wang Ruiyun ("Mr. Wang") Interest in a controlled 391,000,000 (L) 6.77% (note 3)
FImELEE(TELRE]D __ corporation (VICGL) (PfF5E3)
SPGB S
(VICGL)
Note: MfzE -
(1) The letter "L denotes the long position in the shares of the Company. (1) FE[LIIERRATRMHIFE ©

(2)  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.

(3)  Inaccordance 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.

(4)  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"
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Save as disclosed above, as at 31 December 2011, 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.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as the Share Option 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.

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

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 2011.

COMPETING INTERESTS OF
SHAREHOLDERS

As at the date of this report, IUERE X ERLIEREBRGR AR
(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 IR &F N E e E R AR 27 (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.

CONTROLLING

Save as disclosed above, as at 31 December 2011, 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.
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Report of the Directors
EEGHEE

PRE-EMPTIVE RIGHTS

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

PUBLIC FLOAT

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.

CORPORATE GOVERNANCE

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 35 to 40 of this annual
report.

AUDITOR

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

23 March 2012
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The board (the “Board”) of directors (the “Directors”) of the Company
understand maintaining high corporate governance standard is crucial
to success of the Group. The Board and its dedicated executive teams
always demonstrate their commitment in upholding sound internal
control standard, accountability and integrity to the shareholders and
stakeholders of the Company.

CORPORATE GOVERNANCE PRACTICES

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 Rules (the
“Rules”) Governing the Listing of Securities on the Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) which are adopted by the
Company as its own code of corporate governance practices.

DIRECTORS’ SECURITIES TRANSACTIONS

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 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.

BOARD OF DIRECTORS

The Company is governed by the Board, which is responsible for
strategic leadership, approving annual budget, formulating business
plans and long term strategy, evaluating the performance of the
Group and supervising the management. The Board is also responsible
for the integrity of financial information and the effectiveness of the
Group's internal control systems. The Board has, with the assistance of
the internal audit department and its Audit Committee, conducted a
review on the Group’s internal control system including the adequacy
of the resources, qualifications and experience of the staff of the
Group's accounting and financial reporting function, and the relevant
training programmes and budget.
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To facilitate effective management, the Board has delegated certain
functions to various Board committees, namely, the Audit Committee,
the Remuneration Committee and the Nomination Committee. Each of
these Board committees operates under their respective written terms
of reference. Suggestions and conclusions of the Board committees
will be reported to the Board in its subsequent meeting.

In addition, the Board also delegates the day-to-day operational
responsibilities to the executive management team under the
leadership of the Chief Executive Officer. The Chief Executive Officer,
working with the executive management team, is responsible for the
operations and business development of the Group.

As at the year ended 31 December 2011, the Board comprises of
four executive Directors, namely Mr. Tian Qixiang, Mr. Gao Shijun, Mr.
Yu Yingquan and Mr. Liu Xianggang and three independent non-
executive Directors namely Ms. Dong Yanfeng, Mr. Cao Zenggong
and Mr. Yue Kwai Wa, Ken. During the year, Ms. Yu Shumin retired
as an independent non-executive Director of the Company on 4
September 2011 following the expiry of her term of service with the
Company. Following her retirement, she also ceased to be a member
of the Audit Committee, Nomination Committee and Remuneration
Committee of the Company.

The Board schedules four regular meetings in December every year
to encourage the Directors to actively participate in Board meetings.
Additional Board meetings are convened as and when required.

CHINA STARCH HOLDINGS LIMITED
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Details of the Director’s attendance record in Board meetings and

BREFENEFTCERRZBQERLR

B4
_D#{I

=113

committee meetings are as follows: BT
Board
=g Audit Remuneration Nomination
Regular Others Committee Committee Committee
E 1) RE
EHEE Htegs Z88 ZE® ZE®
Executive Directors: BiTES:
Mr. Tian Qixiang (Chairman) AEREE(FE) 2/4 22 N/A 1/1 1/1
Mr. Gao Shijun (Chief Executive Officer) @ttt B k4 (7TH A ) 4/4 2/2 N/A N/A N/A
Mr. Yu Yingquan Ta2EE 4/4 2/2 N/A N/A N/A
Mr. Liu Xianggang 2ISmEE 3/4 2/2 N/A N/A N/A
Independent non- BUFHTES:
executive Directors:
Ms. Dong Yanfeng 4053 qun 3/4 0/2 12 11 11
Ms. Yu Shumin * RREL L 3/3 0/2 22 1N 1N
Mr. Cao Zenggong EBREE 3/4 0/2 12 1/1 1/1
Mr. Yue Kwai Wa, Ken REERE 4/4 0/2 22 1/1 1/1
* Ms. Yu Shumin retired as an independent non-executive Director of the  * %,f)(;iﬁj:ﬁﬁ"fg——ijlﬁ 7O 3R EA

Company on 4 September 2011,

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.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

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

RAVENIERITES ©

EFCZRALERAEFEE(ER)ARE
BRAEGTRAR) 2B BEETAER(EE
B ¥% - KRAEMER HAHEER)
EFENEEFBHNETLRSREEARRH
=8 e ARBCRBIBIBLIFNITES
RIE_ £ RIZE 313153 h R B M FER
K o

ERRITHAR

ARFEMTEEERERTAA2IG 1§
IRATHRARNACES  WIHE—AR
R BEMEEAREER B B8

EK%%ZH*EB% St E A RETRR
BB TERERENKENEBER -

FELRAIER AR A E
—E——FFR



Corporate Governance Report
rEEBWwE

DIRECTOR’S APPOINTMENTS, RE-ELECTION AND
REMOVAL

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. Yu Yingquan, Mr. Cao Zenggong and
Mr. Yue Kwai Wa, Ken, retired and were re-elected as the Directors at
the annual general meeting (the "AGM") held on 10 June 2011.

AUDIT COMMITTEE

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 currently consists of all independent
non-executive Directors namely Ms. Dong Yanfeng, Mr. Cao Zenggong
and Mr. Yue Kwai Wa, Ken. Mr. Yue Kwai Wa, Ken is the chairman of
the Audit Committee.

The Audit Committee met two times during the year under review.
During the meeting, 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.

REMUNERATION COMMITTEE

The major function of the Remuneration Committee is to made
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

o
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provision B.1.3 of the CG Code. The Remuneration Committee of
the Company currently consists of all independent non-executive
Directors namely Ms. Dong Yanfeng, 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.

NOMINATION COMMITTEE

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 major criteria in relation
to the selection and nomination of Directors include professional
background, industry-related experience and recommendations from
the management team and industry societies. 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 currently consists of all independent non-executive
Directors namely Ms. Dong Yanfeng, 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.

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.

ACCOUNTABILITY AND AUDIT

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 have been adopted, 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.
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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 2011, 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$1,492,000
HK$32,000

INTERNAL CONTROL

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 scope of review is determined by
the Board and the Audit Committee. The results, with potential control,
operational, compliance and financial impact, are discussed in the
last scheduled regular Board meeting. The Group is not aware of any
material internal control weaknesses affecting the overall operation.

COMMUNICATIONS WITH SHAREHOLDERS AND
INVESTORS

The Company actively promote effective communications with
shareholders and investors. Shareholders are encouraged to attend the
general meetings. The notice of AGM is distributed to all shareholders
at least 20 clear business days prior to the AGM. 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.

The Company welcomes inquiries from investors and individuals.
However, all discussions are limited to explanations of published
material and non-price sensitive information.

CHINA STARCH HOLDINGS LIMITED
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Independent Auditor’'s Report
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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 43 to 116, which comprise the consolidated
and company statements of financial position as at 31 December
2011, 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.
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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 2011, 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, 23 March 2012
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Consolido’red Statement of Comprehensive Income
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For the year ended 31 December 2011
BE_Z——F+-_A=1t—HLFE

Note 2011 2010
W —®-—%  —T-TF
RMB’000 RMB'000

ARBTR ARETTT

Turnover T 5 3,018,871 2,504,733
Cost of goods sold HEKAR (2,569,063) (2,220,036)
Gross profit E7 449,808 284,697
Distribution expenses DIHEAR (72,462) (72,041)
Administrative expenses THRER (85,070) (60,262)
Other income =N 6 11,116 29,591
Operating profit A 303,392 181,985
Finance income B WA 7 13,316 8,169
Finance costs BE KA 8 (512) (1,901)
Share of result of an associate Y e /N E S (543) 1,727
Profit before taxation B A i 8 9 315,653 189,980
Income tax expenses FTS®i 10 (85,476) (26,635)
Profit and total comprehensive income for the year N4 fEFIB 4R A IS 42%E 230,177 163,345
Attributable to: AT & IEEL
Equity holders of the Company RAERERFA A 228,990 161,711
Non-controlling interests FEIERR AR R R 2 1,187 1,634
230,177 163,345
Basic and diluted earnings per share (RMB) EREANEERFI(ARE) 13 0.0396 0.0284
Dividends [85) 14 31,393 32,951

The notes on pages 50 to 116 are an integral part of these consolidated  £50F 116 B HIMIsEJh & I Bl R A EH Fh 36
financial statements. 73 e
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Consolidated Statement of Financial Position
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As at 31 December 2011 R-ZT——4+-A=+—8H

Note 2011 2010
B &E —E——fF —T-TF
RMB’000 RMB'000
AR®TR ARETTT
Non-current assets FRBEE
Property, plant and equipment M - BB REE 16 537,660 540,712
Prepaid lease payments FENEER 17 57,570 43,338
Interest in an associate R—KEE R AR 19 41,135 41,251
Deposit for acquisition of prepaid lease payments ~ WEEFBR A EFHRES 20 47,249 -
Deferred tax assets ETIEEE 28 - 1,689
683,614 626,990
Current assets REEE
[nventories FE 21 207,065 196,833
Prepaid lease payments FENEER 17 1,512 1,185
Loan receivable JEME K 22 - 19,605
Trade and other receivables 5 REMER TR 23 293,966 361,023
Pledged bank deposits CEFIRITER 24 2,683 -
Fixed deposits with maturity period =@AR U EEHER
over three months 25 450,000 300,000
Cash and cash equivalents ReRRNEEED 25 374,539 276,471
1,329,765 1,155,117
Total assets BEE 2,013,379 1,782,107
Equity s
Equity attributable to AATEERFEARLESR
equity holders of the Company
Share capital &N 26 515,234 515,234
Reserves & 1,121,707 924,863
Attributable to equity holders B ARG 1,636,941 1,440,097
Non-controlling interests FEIEAR AR R R 2 19,196 18,009
Total equity RSB 1,656,137 1,458,106
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Consolidated Statement of Financial Position
BB BRI R

As at 31 December 2011 R=ZE——F+=-_A=+—H

Note 2011 2010
W —®-—%  —T-TF
RMB’000 RMB'000

ARBTR ARETTT

Non-current liabilities FREBEE
Deferred tax liabilities EERIBRE 28 619 347
Borrowings B 29 5,540 6,426
Deferred income EEYA 30 26,693 23,182
32,852 29,955
Current liabilities REEE
Trade and other payables B 5 REAERR 31 265,999 223,764
Income tax payable FER PTG HE 30,533 13,271
Employee housing deposits BEIRERER 32 26,307 26,381
Borrowings B 29 1,551 30,630
324,390 294,046
Total liabilities waE 357,242 324,001
Total equity and liabilities EERAERE 2,013,379 1,782,107
Net current assets REBEERE 1,005,375 861,071
Total assets less current liabilities BEERRBEE 1,688,989 1,488,061
Tian Qixiang Yu Yingquan
HERH Fxz
Director Director
EEa g

The notes on pages 50 to 116 are an integral part of these consolidated ~ $50& 116 B KM 3T J1 & B I SRt H 20
financial statements. e
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Statement of Financial Position

BTS2

As at 31 December 2011 R-_ZE——F+_-_HA=+—H

Note 2011 2010
W —®-—%  —F-%F
RMB’000 RMB'000

AR®F T AREET T

Non-current assets FIRBEE

Investments in subsidiaries R B R RIMNEE 18 159,121 159,121

Current assets REBEE

Loan receivable e E R 22 - 19,605

Other receivables H b U R 23 - 389

Amounts due from subsidiaries BB F N RIFIE 18 643,600 697,375

Cash and cash equivalents RERBREEEY 25 8,576 4,523
652,176 721,892

Total assets BmEE 811,297 881,013

Equity R

Equity attributable to AATEERFEARLESR

equity holders of the Company

Share capital &N 26 515,234 515,234

Reserves s 27 291,619 362,081

Total equity ERBH 806,853 877,315

Current liabilities =R

Other payables HAbFET K 31 4,444 3,698

Total equity and liabilities EnREEHRE 811,297 881,013

Net current assets RBEETHE 647,732 718,194

Total assets less current liabilities BEERARBER 806,853 877,315

Tian Qixiang Yu Yingquan
HER FE2
Director Director
EE -

The notes on pages 50 to 116 are an integral part of these consolidated ~ £5502 116 B MM 5= Jh & HF I SRR B9 E A 36

financial statements. e
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Consolidated Statement of Changes in Equity

aftERE R

For the year ended 31 December 2011
BHEZZ——F+=ZA=1+—AHLFE

Attributable to equity holders of the Company

KOEREREARSE
Non-
Share  Share  Special  Capital Statutory Retained controlling
capital premium  reserve reserve reserve earnings  Total interests
FER
Bx ROEE SHRE EXEE tERE GRER &2 REER
Note RMBOOO ~ RMBO0O  RMBOOO  RMBO0O  RMBOOO  RMBO0O  RMBO0OO  RMBIOO

Total

i

RMB'000

Mt ARETRARRTL ARRTT ARBTT ARBTR ARBTT ARBTT ARETR ARK T

(note 271)

R
At 1 January 2010 N-E-TE-F-8 BI U3 MON0 %1% 77015 3BATS 9T 16375 988257
Profit and tota TEEFER
comprehensive income for the year Relnes - . . - - IR T 164 163345
2009 final dividend “EENERERE 14 - () - - - - (931 - (3
Transfer to statutory reserves g \EEdE - - - - 15 (154 - - -
lssbe of shares upon placing REERETRA 2% W46 311409 - - - - 38 -3
lssue of bonus shares TR % 9306 (25300 - - - - - - -
At31 December 2010 R-E-FE+-A=1-8 SIS 24386 080 6% 90439 44760 1440097 18009 1458106
At 1 January 2011 N-E-—5-f-8 SIS 2438 00 1% 90439 44760 1440097 18009 1458106
Profit and tota TEEFRER
comprehensive income for the year elinig - - - - v (1) R K AE
2010inal dividend “E-SERERE 14 - B - - - - [B4) - M)
Transfer to statutory reserves g \hTHE - - - S ups (442) - - -
At 31 December 2011 RoE-—F+Zf=+-8 SIS MM0 MO0 1% 116865 679306 1636%41  191% 1656137

The notes on pages 50to 116 are an integral part of these consolidated

financial statements.
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Consolidated Statement of Cash Flows

YAy Rt AN =~ — R %%
SR EnE

For the year ended 31 December 2011

BE-F——FT-AST—ALEE

Note 2011 2010
BsE —B——-F —E-TF
RMB'000 RMB'000
AR®T T ARETFT
Cash flows from operating activities RETHELENHRERE
Profit before taxation BR A% BN 315,653 189,980
Adjustments for: ICRHEATIER -
Finance income BhE A 7 (13,316) (8,169)
Finance costs BB A 8 512 1,901
Share of result of an associate EIE—FBE R RRE 543 (1,727)
Depreciation of property, ME - BERRETE
plant and equipment 16 63,741 58,765
Realised gain arising from injecting A—xKEEREEA
property, plant and equipment and land ER Y S
use right as capital to an associate THE RREERITE
MELNDER R 6 (427) (430)
Loss/(gain) on disposal of property, HEME - BEKREHE
plant and equipment B8/ (M) 2,302 (21)
Amortisation of prepaid lease payments BT & TR 5H 17 1,515 960
Amortisation of steam connection income AR 30 (2,999) (2,682)
Operating cash flows before movements HEESHRED AN
in working capital RERENE 367,524 238577
Increase in deferred income attributable EABEBRBARGEEE
to steam connection income LNyl 2,060 1430
Increase in deferred income attributable IR 4 B R O AR ST
to government grants LNyl 4,450 4,832
Increase in inventories FEEmM (10,232) (2610)
Decrease/(increase) in trade and B 5 R E M YR
other receivables R (3Ehn) 67,057 (146917)
Increase in trade and other payables B 5 K E AR FIE N 42,235 5,780
Cash generated from operations LEEANRS 473,094 101,092
Income taxes paid BB FTIFT (66,253) (19,137)
Net cash generated from operating activities REEBMEENREFHE 406,841 81,955

@ CHINA STARCH HOLDINGS LIMITED
ANNUAL REPORT 2011



Consolidated Statement of Cash Flows

VA ans Pay . —1
SHREMER

For the year ended 31 December 2011
HE-T——F 1A= —HILEE

Note 2011 2010
e —®-—% @ —2-2F
RMB’000 RMB'000

AR®BTR ARETT

Cash flows from investing activities RETBHELENRERE
Interest received B E 13,316 8,169
Purchases of property, plant and equipment BEWME - BFER&E (64,333) (52,392)
Deposit for acquisition of prepaid lease payments WHEENHEERNRES (47,249) -
Increase in prepaid lease payments FARHEEFE (16,074) (744)
Proceeds on disposal from property, HEWME - BER&HE

plant and equipment BT 1,342 950
Decrease/(increase) in loan receivable FEWE TR,/ (1) 34 1,917 (19,605)
Increase in fixed deposits with =AM EEEIFH

maturity period over three months = (150,000) (300,000)
(Increase)/decrease in pledged bank deposits BHEARITEROGEM), R (2,683) 2,004
Net cash used in investing activities KEEEATFERMNIE S FHE (263,764) (361,618)

Cash flows from financing activities

RETHELNRERE

Interest paid BEAFE (512) (1,901)
Dividends paid BERRE 34 (14,458) (29,351)
Repayments of borrowings EEBR (29,965) (39,765)
Decrease in employee housing deposits BETIRERZERMD (74) -
Proceeds from shares placed fR &SRR FTIS X - 335,855
Net cash (used in)/generated from RETBA(ER),/EE

financing activities HREFE (45,009) 264,838
Net increase/(decrease) in cash ReMEEEEY

and cash equivalents 2,/ Ohd ) F%8 98,068 (14,825)

Cash and cash equivalents at the

FONNREMAEEEY

beginning of the year 276,471 291,296
Cash and cash equivalents at the end FERORERBFEEY

of the year represented by bank (RRITEBR LR 2T TR)

balances and cash 25 374,539 276,471

The notes on pages 50 to 116 are an integral part of these consolidated ~ Z8502 116 B BIMI 51 Jo A HF 1 75 3R 35 A9 E o 26

financial statements.
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Notes to the Consolidated Financial Statements
BB R 5

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 23 March
2012.

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.

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.
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Notes to the Consolidated Financial Statements
BB ISR R M 5

2

Summary of significant accounting policies
(Continued)

2.1

Basis of preparation (Continued)

The Group has adopted HKAS 24 (Revised), “Related Party
Disclosures”, during the year ended 31 December 2011.
It clarifies and simplifies the definition of a related party
and introduces an exemption from all of the disclosure
requirements for transactions among government related
entities and the government. The adoption of HKAS 24
(Revised) has noimpact on the Group’s financial statements,
further information in respect of the details of the related
party transactions and outstanding balances is disclosed
in note 36.

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 2012

HKAS 1 (Amendment) Presentation of Financial Statements 2

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

HKAS 19 (Amendment)  Employee Benefits *

HKAS 27 (Revised) Separate Financial Statements *

HKAS 28 (Revised) Investments in Associates and Joint Ventures ?
HKFRS 10 Consolidated Financial Statements *

HKFRS 12 Disclosures of Interests in other entities ’
HKFRS 13 Fair Value Measurement *
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Notes to the Consolidated Financial Statements
BB SRR b

2

Summary of significant accounting policies
(Continued)

2.1 Basis of preparation (Continued)

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

: Effective for annual reporting periods beginning on or after
1 July 2012
: 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.

2.2 Subsidiaries
2.2.1 Consolidation

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.

Inter-company transactions, balances, income and
expenses on transactions between group companies
are eliminated. Profits and losses resulting from
inter-company transactions that are recognised in
assets are also eliminated. Accounting policies of
subsidiaries have been changed where necessary
to ensure consistency with the policies adopted by
the Group.

CHINA STARCH HOLDINGS LIMITED
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Notes to the Consolidated Financial Statements
BB ISR R M 5

2

Summary of significant accounting policies

(Continued)

2.2 Subsidiaries (Continued)

2.2.1 Consolidation (Continued)

(a)

Business Combinations

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.
The Group recognises any non-controlling
interest in the acquiree on an acquisition-
by-acquisition basis, either at fair value or at
the non-controlling interest’s proportionate
share of the recognised amounts of acquiree’s
identifiable net assets.

Investments in subsidiaries are accounted for at
costlessimpairment (note 2.12). Costis 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.

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.
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Notes to the Consolidated Financial Statements
BB SRR b

2

Summary of significant accounting policies

(Continued)

2.2 Subsidiaries (Continued)

2.2.1 Consolidation (Continued)

(b)

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.

When the Group ceases to have control or
significant influence, any retained interest in
the entity is remeasured to its fair value, with
the change in carrying 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 or financial asset. In addition, any
amounts previously recognised in other
comprehensive income in respect 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.
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Notes to the Consolidated Financial Statements
BB ISR R M 5

2

Summary of significant accounting policies
(Continued)

2.3 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, and the carrying amount is increased or
decreased to recognise the investor’s share of the profit or
loss of the investee after the date of acquisition. 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.

If the ownership interest in an associate is reduced but
significant influence is retained, only a proportionate
share of the amounts previously recognised in other
comprehensive income are reclassified to profit or loss

where appropriate.

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.
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Notes to the Consolidated Financial Statements
BB SRR b

2

Summary of significant accounting policies
(Continued)

2.4 Revenue recognition

25

Revenue is measured at 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.

The Group recognises revenue when the amount of
revenue can be reliably measured when it is probable
that future economic benefits will flow to the entity; and
specific criteria have been met for each of the Group's
activities, as described below. The Group bases its estimates
of return on 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.

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.
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Notes to the Consolidated Financial Statements
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2

Summary of significant accounting policies

(Continued)

2.5 Leases (Continued)

(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.

2.6 Foreign currency translation

(i)

(ii)

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 or valuation
where items are re-measured. 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, except when deferred in equity as qualifying
cash flow hedges and qualifying net investment
hedges.
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Summary of significant accounting policies

(Continued)

2.6 Foreign currency translation (Continued)

(iii)

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;

- 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.

CHINA STARCH HOLDINGS LIMITED
ANNUAL REPORT 2011

2

TESHEEBE®)

2.6 IMEBE(E)

(iii)

EE LA

SEETHAER(ZFIFE
RARBRSEERANER)
E@Wﬁ%iﬁﬁﬂﬁﬁ%ﬂﬁéz HE
%o HXBRMBIOLER
WMTARABRE2REY -

- BEHUMBARRKRMI
BEMABRAREH
REJUTHE R E

- BAHEAWmERMY
WA B A 3 322 1 15 [ =R
BE - BRIFFHER
TR IS B E =
MZ 5 B HERE X
REFE - AERER

T WA KR ZRIRAZ
SHMNERBRE &

- FEEmEEMER
ZFHYREMLGE KT
AR o

EEHRER  REBINE
BERREEENELEZH
BHABEMEREWEA - &
BESHERDEINER
B StAREELZERN
BHFHRE R AR S H
SR HE R —FED

R BE g INE B8 T & A #)
BRAVFERE  GRER

LENBENEEREER
2 WRRTHERRY -
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2 Summary of significant accounting policies 2 FESTEEHSES)

(Continued)

2.7 Borrowing costs 2.7 BREA
All borrowing costs are recognised as and included FIBERKATTREERERNRE
in finance costs in the consolidated statement of FHEA W R R R AR E R A 5
comprehensive income in the period in which they are AZZIER o
incurred.

2.8 Government grants 2.8 BB
Grants from the government are recognised at their fair B 7 B A B A 3R 1 AR 375 A] U B 4
value where there is a reasonable assurance that the B SR AR5 B 6 38 < PR B B A 161 s
grant will be received and the Group will comply with all RN FAERER
attached conditions.
Government grants relating to costs are deferred and BB BUT B E iR - I
recognised in the consolidated statement of comprehensive REEER T HEEMNKAEE S TSR
income over the period necessary to match them with the HEARaftFalmRPHER
costs that they are intended to compensate.
Government grants relating to property, plant and BREYME - MEMREDBITEE
equipment are included in non-current liabilities as STAERBAGBYARELERA - I
deferred income and are credited to the consolidated RESEAN R E ETET S M
statement of comprehensive income on a straight-line EEHEAERAERTIE -
basis over the expected lives of the related assets.

2.9 Employee benefits 29 EEFEA

(i) Pension obligations

The Group operates defined contributions pension
plans in Hong Kong and the Mainland China.
A defined contribution plan is a pension plan
under which the Group pays fixed contributions
into a separate entity. The Group has no legal or
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.
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Summary of significant accounting policies

(Continued)

2.9 Employee benefits (Continued)

(i)

(if)

Pension obligations (Continued)

In Hong Kong, the Group's contributions to the
Mandatory Provident Fund Scheme are expensed
as incurred. Both the Group and its employees in
Hong Kong are required to contribute 5% of each
individual’s relevantincome with a maximum amount
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.

For employees in Mainland China, the Group
contributes on a monthly basis to various defined
contribution plansorganised by therelevantmunicipal
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.
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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, under which the entity receives
services from employees as consideration for equity
instruments (options) of the Group. 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.

2.10 Current and deferred income tax

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.
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2

Summary of significant accounting policies

(Continued)

2.10 Current and deferred income tax (Continued)

(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.

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.
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2

Summary of significant accounting policies
(Continued)

2.10 Current and deferred income tax (Continued)

(iii)  Offsetting

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.

2.11 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 s calculated
using the straight line method to allocate their cost to their
residual values over the estimated useful lives as follows:
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2

Summary of significant accounting policies
(Continued)

2.11 Property, plant and equipment (Continued)

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.

An asset’s carrying amount is written down immediately
to its recoverable amount if the asset’s carrying amount
is greater than its estimated recoverable amount (note

2.12).

Gainsand losses on disposals are determined by comparing
the proceeds with the carrying amount and are recognised
within ‘Other income’ in the consolidated statement of

comprehensive income.

2.12 Impairment of non-financial assets

Assets are reviewed for impairment whenever events
or changes in circumstances indicate that the carrying
amount may not be recoverable. An impairment loss is
recognised for the amount by which the asset’s carrying
amount exceeds its recoverable amount. The recoverable
amount is the higher of an asset’s fair value less costs
to sell and value in use. For the purposes of assessing
impairment, assets are grouped at the lowest levels for
which there are separately identifiable cash flows (cash-
generating units). Non-financial assets other than goodwill
that suffered impairment are reviewed for possible reversal

of the impairment at each reporting date.

Impairment testing of the investments in subsidiaries
and associate is required if the carrying amount of the
investment in the separate financial statements exceeds the
carrying amount in the consolidated financial statements

of the investee’s net assets including goodwill.
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2 Summary of significant accounting policies 2
(Continued)

2.13 AREAX

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

MERTNEEREER AT H o 5
BHEELNRAN(EBHEMK
ERREMMNRA AR ERTE

—Fﬁljﬁﬁﬁﬂ%1¢ ’ E\Uﬁﬁg%\ﬁﬁﬁg;éf

criteria are fulfilled: E

(@) itis technically feasible to complete the intangible @) TERZEREE T A
asset so that it will be available for use or sale; 17 DABCEL ¥ A] i (s P sk 8

€=

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

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

(d) it canbe demonstrated how the intangible asset will d) BEHFERZERLEEWNME
generate probable future economic benefits; A AT RE AR RACE F) &

(e) adequate technical, financial and other resources to e EBEEHOEN - MEREE
complete the development and to use or sell the fth &R ST AR - W A Sk
intangible asset are available; and HEREREE &

(f)  the expenditure attributable to the intangible asset ) ZEREEERZHANEN

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

(Continued)

2.14 Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined using the weighted
average method, comprises raw materials, direct labour
and production overheads (based on normal operating
capacity). Net realisable value is the estimated selling price
in the ordinary course of business, less applicable variable
selling expenses.

2.15 Financial assets

2.15.1

2.15.2

Classification

The Group classifies its financial assets into loans
and receivables.

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are
not quoted in an active market. They are included
in current assets, except for those with maturities
greater than 12 months after the end of the reporting
period. These are classified as non-current assets.
The Group's loans and receivables comprise ‘cash

and cash equivalent, ‘trade and other receivables’

and ‘loan receivable’ in the consolidated statement
of financial position (note 2.18 and 2.20).

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 initially recognised at fair value plus
transaction costs. 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.
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2 Summary of significant accounting policies 2
(Continued)

2.15 SREE(E)
2.15.3 A EEREE

2.15 Financial assets (Continued)

2.15.3 Impairment of financial assets

The Group assesses at the end of each reporting
period whether there is objective evidence that a
financial asset or group of financial assets is impaired.
A financial asset or a group of financial assets is
impaired and impairment losses are incurred only if
there is objective evidence of impairment as a result
of one or more events that occurred after the initial
recognition of the asset (a‘loss event’) and that loss
event (or events) has an impact on the estimated
future cash flows of the financial asset or group of
financial assets that can be reliably estimated.

Evidence of impairment may include indications that
the debtors or a group of debtors is experiencing
significant financial difficulty, default or delinquency
in interest or principal payments, the probability
that they will enter bankruptcy or other financial
reorganisation, and where observable data indicate
that there is a measurable decrease in the estimated
future cash flows, such as changes in arrears or
economic conditions that correlate with defaults.

The amount of the loss is measured as the difference
between the asset’s carrying amount and the present
value of estimated future cash flows (excluding future
credit losses that have not been incurred) discounted
at the financial asset’s original effective interest rate.
The carrying amount of the asset is reduced and the
amount of the loss is recognised in the consolidated
statement of comprehensive income.

If, in a subsequent period, the amount of the
impairment loss decreases and the decrease
can be related objectively to an event occurring
after the impairment was recognised (such as an
improvement in the debtor's credit rating), the
reversal of the previously recognised impairment
loss is recognised in the consolidated statement of
comprehensive income.
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Summary of significant accounting policies
(Continued)

2.16 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.

2.17 Dividend distribution

Dividend distribution to the Company’s shareholders is
recognised as a liability in the Group and the Company's
financial statements in the period in which the dividends
are approved by the Company’s shareholders or directors,
where appropriate.

2.18 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.

2.19 Segment reporting

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.

2.20 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.

CHINA STARCH HOLDINGS LIMITED
ANNUAL REPORT 2011

2

FTESHBEME®)

2.16

2.17

2.18

2.19

2.20

BEHEESHMIA
TREEKBBENRBERRHIEA
HFD HReAMN R FEREE
EEIRSEEEZRENEE
BT IARE  MARRFEREER
BERAZH

RE S E

AR B BCR D IRA I B A B &
ARRBRIER(WAEHES
HA AN 62 [ Ko 7R 2 R 0 B 75 S ak e
RISRIME -

RERREEEY

ReHeEEYERTHERE
RITRMNERLRREHA A=A
FUTHEMERZRBERE -

ERFAEMEELE
%hmmﬁ&iﬁ%%%a
FEEEARABRETE
A%ﬁnﬁaéﬁﬂaﬂa%&

B0 EREVAERL ©

|
%%@>®

B 5 REt YRR
T%EM%%#E%%W@E#%

EEEmEKREFRRIEA - HE

&E@EWME%%—EQZW
Yo al (s fis s FRI B &= - AU A5 EY
EEZ2EBHA) - AR BRR
BEE- BRI BIAERBEE
EN



Notes to the Consolidated Financial Statements
BB SRR M 5

2 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

3

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.

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.
Management manages and monitors these exposures to
ensure appropriate measures are implemented on a timely
and effective manner.
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3

Financial risk management (Continued)

(b)

Market risk

(i)

Foreign exchange risk

The Group undertakes certain transactions
denominated in foreign currencies, hence, exposures
to exchange rate fluctuations arise. Approximately
8% (2010: 10%) of the Group's sales are denominated
in currencies other than the functional currency of

the Group entity.

The Group manages its foreign exchange 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 that is 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, 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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Financial risk management (Continued)
Market risk (Continued)

(b)

(i)

(ii)

Foreign exchange risk (Continued)

At 31 December 2011, if RMB had strengthened/
weakened by 5% (2010: 5%) against United States
Dollars with all other variables held constant, pre-
tax profit for the year would have been RMB351,000
(2010: RMB344,000) lower/higher, mainly as a result
of foreign exchange losses/gains on translation
of United States
receivables.

Dollars-denominated trade

At 31 December 2011, if RMB had strengthened/
weakened by 5% (2010: 5%) against Hong Kong
Dollars with all other variables held constant, pre-
tax profit for the year would have been RMB364,000
(2010: RMB75,000) lower/higher, mainly as a result of
foreign exchange losses/gains on translation of Hong
Kong Dollars-denominated cash at bank.

Price risk

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)

(c)

Market risk (Continued)
(iii)  Interest rate risk

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 25 and note
29(a) respectively. As at 31 December 2011, 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 2011, 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
20117 would increase/decrease by RMB750,000
(2010: RMB876,000). This is mainly attributable to
the Group's exposure to interest rates on its variable
rate cash at bank.

Credit risk

The Group's credit risk is primarily attributable to loan
receivable trade receivables from third parties, and bank
balances of the Group. Management has a credit policy in
place and the exposures to these credit risks are monitored
on an ongoing basis.
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Financial risk management (Continued)

(c)

Credit risk (Continued)

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, 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 management to finance the Group's

operations and mitigate the effects of fluctuations in cash
flows.

As at 31 December 2011, the Group has available unutilised
bank loan facilities of approximately RMB240,000,000 (2010:
RMB280,000,000).

Atthe reporting date, the Group held liquid assets including
trade and other receivables of RMB146,306,000 (2010:
RMB197,163,000) that are expected to readily generate
cash flow for managing liquidity risk.

Liquidity table

The following table details the Group's contractual maturity
for its non-derivative financial liabilities. The table has
been drawn up based on the undiscounted cash flows of
financial liabilities based on the earliest date on which the
Group can be required to pay. The amounts disclosed in
the table are the contractual undiscounted cash flows:
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3 Financial risk management (Continued) 3 MERBEE®)
(d) Liquidity risk (Continued) (d REBELEARE)
Between Between Total
Within 1-2 2-5 Over undiscounted
1 year years years 5 years cash flow
—FHUr —5ZWF MEERF BRREF REAE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
Group N3 ARBTT ARETT AR®TT ARETT ARETR
201 —B——F
Trade and other payables B 5 R E T 3K 141,855 - - - 141,855
Loans BX
- interest-free %8 1,551 886 2,659 1,995 7,091
- interest-bearing -8 - - - - -
Employee housing deposits E TRERRES 26,307 - - - 26,307
169,713 886 2,659 1,995 175,253
2010 —B-BF
Trade and other payables B 5 REMERR 99,384 - - - 99,384
Loans BX
- interest-free —%8 1,551 886 2659 2,881 7977
- interest-bearing —:8 29,680 - - - 29,680
Employee housing deposits E TRERRES 26,381 - - - 26,381
156,996 886 2,659 2,881 163,422
Company N
2011 —2—-F
Other payables Hib AR 4,444 - - - 4,444
2010 2
Other payables HipEAR 3,698 - - - 3,698

CHINA STARCH HOLDINGS LIMITED
ANNUAL REPORT 2011



Notes to the Consolidated Financial Statements
BB ISR R M 5

3

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 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 estimates and judgements

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 estimates and judgements

(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 estimates and judgements

(Continued)
4.1
(c)
(d)

Key sources of estimation uncertainty (Continued)

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.

Deferred tax assets relating to certain temporary
differences is 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
will impact 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

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

ERER D EER
AEERAFENEEBAITMT :

2011 2010

—E——-fF —T-TF

RMB’000 RMB'000

AR¥T T ARETT

Cornstarch and ancillary corn-refined products FTARBMEERFNIEER 2,112,086 1,848,924
Lysine and its related products B & EAREm 687,972 472,083
Starch-based sweetener TR D B 145,054 75,908
Electricity and steam BOREA 73,759 107,818
3,018,871 2,504,733

The chief operating decision maker has been identified as the
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, stared-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

the manufacture and sale of starch-
based sweetener

the production and sale of electricity
and steam

Starch-based sweetener

Electricity and steam -

The Board assesses the performance of the operating segments
based onameasure ofadjusted 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 management. Other information
provided, except as noted below, to management is measured
in @ manner consistent with that in the consolidated financial
statements.

CHINA STARCH HOLDINGS LIMITED
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Notes to the Consolidated Financial Statements
BB ISR R M 5

5 Turnover and segments information (Continued) 5 ®BEIBLOPER(E)

Total segment assets exclude deferred tax assets and total DEBEETBIEELERIBEEE Mo
segment liabilities exclude income tax payable and deferred e ETEREEMNEHMELER
tax liabilities as these are managed on a central basis. These form HEE REAZEZHEAVERERE -
part of the reconciliation to total assets and total liabilities per It AEE AR R FIRRE E N 48
consolidated statement of financial position. BEMEIRIY -

Sales between segments are charged at cost. The revenue DEPEHE AR - MEIEERE
from external parties reported to management is measured in EINER I A BV S EEHB A 4R A W
a manner consistent with that in the consolidated statement of RFTEEAE— -

comprehensive income.

Starch-
based Electricity
Cornstarch Lysine sweetener and steam Unallocated Total
KB  BER  RBRE EAREN AR CEl
RMB000 ~ RMB000 ~ RMB'O0O  RMBO0OO ~ RMB00O0  RMB000
ARBTT ARBTT ARBTT ARETT ARETT ARETT

For the year ended BE-2—-F

31 December 2011 +ZA=+-HLEE
TURNOVER e

Total sales HERSE 2,112,086 687,972 145,054 251,455 - 3,196,567

Inter-segment sales AEEEE - - - (177,696) - (177,696)
External sales HIMEE 2,112,086 687,972 145,054 73,759 - 3,018,871
Segment results DEbEE 194,203 252,201 5,111 2,835  (150,958) 303,392
Depreciation and amortisation e R 18,635 20,083 15,765 4,714 6,059 65,256
For the year ended BE-Z-BF

31 December 2010 +=ZA=+-BLEE
TURNOVER X8

Total sales HEEH 1848924 472,083 75,908 275,19 - 2672111

Inter-segment sales SEREHEE - - - (167378) - (167378)
External sales HIMEE 1848924 472,083 75,908 107,818 - 2504733
Segment results NEE 189,972 79,198 (187) 26949 (113947) 181985
Depreciation and amortisation  H78 K& 34 16,449 19,845 1822 16,850 4759 59,725

HERMERERAT @
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5 Turnover and segments information (Continued) 5 ®BEIBLLILERE)
Starch-
based Electricity
Cornstarch Lysine sweetener and steam Unallocated Total
KRB HER BYRE EHREA OB Bt
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARBTT ARBTT ARETT ARETR ARETT
As at 31 December 2011 R-B-——-f
+=ZA=1-H
Segment assets NEAE 570,518 116,437 106,348 163,882 1,056,194 2,013,379
Including: B
Interest in an associate R—REE AR ER - - - - 41,135 41,135
Additions to property, REME
plant and equipment B R&
and prepaid lease payments  LARBRTEEH 23,871 4328 29,449 1,352 21,407 80,407
Segment liabilities AHAE 95,995 19,589 25,106 51,803 133,597 326,090
Including: B
Borrowings fER - - - - 7,091 7,091
Employee housing deposits BIFERESR - - - - 26307 26,307
Deferred income N - - - 17,598 9,095 26,693
As at 31 December 2010 R=B-%F
+ZA=+-H
Segment assets NHEE 622503 135893 79977 175712 766333 1780418
Including: B
Interest in an associate R—RE & RAINER - - - - 41251 41251
Additions to property, REME
plant and equipment BifE K&t
and prepaid lease payments URTEREER 30,137 2987 9,559 3451 7,002 53,136
Segment liabilities NHEE 100,818 29,846 15,739 39302 124678 310383
Including: B
Borrowings fEmR - - - - 37,056 37,056
Employee housing deposits EIRERES - - - - 26,381 26,381
Deferred income BEIERA - - - 18,350 4,832 23,182

CHINA STARCH HOLDINGS LIMITED
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BB HRRI T

5 Turnover and segments information (Continued) 5

A reconciliation of results of reportable segments to profit before

EXBER S HER B

] R 5 0 0 O SR 48 HE R A B R O S B

taxation is provided as follows: NN
For the year ended
31 December

BE+t-A=1+—HLEE
2011 2010
—E——F —E-TF
RMB’000 RMB'000
ARET T ARBTTT
Results of reportable segments AImED AR 454,350 295,932
Unallocated income AOBEWA 6,574 18,356
Unallocated expenses AOBEHZ (157,532) (132,303)
Total segment results DEPRLELS 303,392 181,985
Finance income BEWA 13,316 8,169
Finance costs BhE AR (512) (1,901)
Share of result of an associate Eh—REE ARIEE (543) 1,727
Profit before taxation B 15t B A 315,653 189,980
Note: Unallocated income and expenses mainly consist of government HiE: ROBBARBISBIEZERER
grants and corporate costs respectively which cannot be allocated 88 Be 2 & Bl 25 2B & B 483 B fe 1

to individual segments. R o

HERMERERAT @
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FRIFS SRR MR

5 Turnover and segments information (Continued) 5

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.

Reportable segments’ assets are reconciled to total assets as

follows:

- =

ERERDEBER (#)
MERRRHEMEEENDE  Hit
B07 AR OB I R AR (R — 5 -
REBENDHNLEEIEDR

D EPEYE E H AR E E R R

As at 31 December

R+=-—BA=+—8H
2011 2010
—g——-% -FE%
RMB’000 RMB'000

ARBT T ARETT

Reportable segments’ assets BREDEEE 957,185 1,014,085
Unallocated: e
Prepaid lease payments FEAER 59,082 44,573
Deposit for acquisition of prepaid WHEBRNHEERNRES
lease payments 47,249 -
Interest in an associate R—REE RN F R 41,135 41,251
Pledged bank deposits EEPIRITER 2,683 -
Fixed deposits with maturity =ER A EEHEFER
period over three months 450,000 300,000
Cash and cash equivalents ReMReEED 374,539 276,471
Other unallocated assets EmAROREE 81,506 104,088
Total segment assets DEBEE 2,013,379 1,780,418
Deferred tax assets EETIEEE - 1,689
Total assets as per consolidated SHTBRART
statement of financial position R4S E 2,013,379 1,782,107

@ CHINA STARCH HOLDINGS LIMITED
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EXRBERDBER #)
AEESRHABRAAGENSH - Hit

5 Turnover and segments information (Continued) 5

The amounts provided to the Board with respect to total

liabilities are measured in a manner consistent with that of the
consolidated financial statements. These liabilities are allocated
based on the operations of the segment.

ENAEAHMBRRAERE B -

ZEREAD ) EEEDE

Reportable segments’ liabilities are reconciled to total liabilities AJ MEefEaaEnYEE
as follows: I
As at 31 December
R+=—A=+-—8
2011 2010
—B——F —ZT-FF
RMB’000 RMB'000
AR¥TTT ARETT
Reportable segments' liabilities AmESHERE 192,493 185,705
Unallocated: AHH
Employee housing deposits BIFERER 26,307 26,381
Borrowings fER 7,091 37,056
Other unallocated liabilities HARDEBE 100,199 61,241
Total segment liabilities DEBEEE 326,090 310,383
Income tax payable FEFT1S 8 30,533 13,271
Deferred tax liabilities EXEFIEAE 619 347
Total liabilities as per consolidated EHMBRRAERT
statement of financial position REBE 357,242 324,001

The result of its revenue from external customers in the PRC for
the year 2011 is RMB2,768,860,000 (2010: RMB2,245,328,000),
and the total of its revenue from external customers from other
countries is RMB250,011,000 (2010: RMB259,405,000).

As at 31 December 2011, the total of non-current assets other
than interest in an associate and deferred tax assets located in
the PRC is RMB642,338,000 (2010: RMB583,867,000), and the
total of these non-current assets located in other countries is
RMB141,000 (2010: RMB183,000).

MRZZE——F  REFREMINRE K
ANEE B ARB2,768860,0007C( —ZF—
T AR %0,2453280007T ) ¢+ K
BEMBERINEEFPHRABERAR
#250,011,000( ZE—ZFF : AR¥
259,405,0007T) °

R-ZE——E+=-A=+—8 ' BR
—RKEE QAR ER REERIBEE
Hh - LR ERERBEERERAR
#642338000L( ZFE—ZFF | AR¥
583,867,0007T) * Mz A E MBI R FETE
BEEREARAREIM00T(ZE—
TF . AR¥183,0007T) °
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Other income 6 HflwA
2011 2010
—B——F —Z-TF
RMB’000 RMB'000
ARBT R ARETTT
Government grants (note (i), (i) and (iii) BT B (B EEG) ~ Gy B i) 2,874 13,492
Electricity capacity sales BEAEHE - 5,265
Amortisation of steam connection 2B B S R e B 8
income and government grants (note 30) (Mg7E30) 2,999 2,682
Realised gain arising from injecting property, M—REE R GEADE
plant and equipment and land use right HE R EM T REER
as capital to an associate FEMEARDERUE 427 430
Gain on sales of scrap coal and ol SHERE K Eme s 2,774 4,670
(Loss)/gain on disposal of property, HEME - WEREE
plant and equipment (B518), W= (2,302) 21
Others Hity 4,344 3,031
11,116 29,591
Note: BaE -
() For the year ended 31 December 2011, the government grants () BEZZE——F+-HA=+—HL#HF

mainly represented the followings:

(@)  the government subsidy of approximately RMB1,730,000
was paid by X TEIEUS (Shouguang City Finance
Bureau) for the supply of steam to domestic households

in winter.

(b)  the government grant of approximately RMB688,000 was
paid by F X MBS (Shouguang City Finance Bureau)

for promoting export trading.

(c)  the government grant of approximately RMB400,000 was
paid by BR/EMEIE/E (Linging City Finance Bureau) for
supporting new and advance business of the company.

CHINA STARCH HOLDINGS LIMITED
ANNUAL REPORT 2011
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6

Other income (Continued) 6 HftWgA®)

Note: (Continued) BizE : (&)

(i) For the year ended 31 December 2010, the government grants (i) BHE-ZZ—ZF+_A=1+—HIF
mainly represented the followings: EMBTHEZRREUTEIE

(@)  the government grant of approximately RMB8,063,000 was @ SBSAETVBRERRHEIEBREL
paid by 2} M B (Shouguang City Finance Bureau) M~ By IEZE /5 3R MR 2
for encouraging the replacement of aged machineries, BN B #ENARE
prevention of air pollution; and provision of heat supply 8,063,0007T ©
subsidy.

(b)  the government subsidy of approximately RMB4,200,000 (b) HHMEENKELZESHEHE
was paid by HPHERMBIEZEE (Weifong E = F B S U R AL 4Y
Development and Reform Commission) for compensating AR#4.200,0007T °
temporary suspension of power generator.

() the government grant of approximately RMB1,220,000 was © BETMYBREREEFERLE
paid by FR)ET BB (Linging City Finance Bureau) for BEMTNBRAE#MBIAOARE
promoting the use of advance technology. 1,220,0007T °

(i)  The government grants were granted at the discretion of the (i) BURS BN T A BT B S R TE N 8 FEAL

government and were not recurring in nature. BHE .

Finance income 7 BMEBEWRA
2011 2010
S
RMB’000 RMB'000
ARET T AREBFIT
Interest income on bank deposits RITFERAFEHA 13,191 8,134
Interest income on loan receivable JEU &R A S A 125 35
13,316 8,169

Finance costs 8 REMNE
2011 2010
—g——% -3-T%
RMB’000 RMB'000
ARBT T ARETT
Interest on discounted bills B g ORI 512 1,901

FERMIEREBR A A
—E——FFR
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10

Profit before taxation

O

Profit before taxation has been arrived at after charging/

BB A R

BRBAIAEE MR Gt TIIRIE

(crediting):
2011 2010
—E2——F —E-TF
RMB’000 RMB'000
ARBT T ARBFIT
Depreciation of property, ME - BMERSEITE
plant and equipment 63,741 58,765
Amortisation of prepaid lease payments SEUNEEN =0 37 1,515 960
Total depreciation and amortisation TENEHERE 65,256 59,725
Loss/(gain) on disposal of property, HEME - WEREE
plant and equipment e,/ () 2,302 21
Net foreign exchange loss b 5 B 1R RE 1,176 2,671
Cost of inventories recognised as expenses REXHNFERA 2,416,485 2,083,076
Operating lease payments KEHESHE 379 598
Employee benefits expense EEBNFEX
including directors’ emoluments (note 11) BEESME (MHE) 100,919 71,915
Research and development expenses MrEEHEER 1,165 3,778
Auditor’s remuneration 1% A 5 B 1,219 1,239

Income tax expenses

10 FrEHX

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.

MRS BEHE BN M EFE AL EE
FBELIMEKE - MABEREFEHN
BEELERE - BINMBRAIZRER
EEHERBAERAEELEXBEK

HIERITIRETHE -

2011 2010
—E2——F —E-TF
RMB’000 RMB'000
ARBT T ARBTIT

PRC corporate income tax B RS
— Current year —REE 82,889 22,033
~ Under provision in prior years - BEFEREETR 626 -
Deferred tax (note 28) ERERTE (FM15E28) 1,961 4,602
85,476 26,635

CHINA STARCH HOLDINGS LIMITED
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10

F RS R R BT R

Income tax expenses (Continued)

The tax expense for the year can be reconciled to the profit
before taxation as follows:

FriSBi< i)
AR [ 79 7 AT

75 A1l ) S Bk 40

2011 2010
—E——-F —T-ZF
RMB’000 RMB'000
ARBTT ARETTT
Profit before taxation BR 75 A A E 315,653 189,980
Tax at the corporate income PATRZ PSR 25%
tax rate at 25% (2010: 25%) (ZZ2—FF : 25%) st EHHIA 78,913 47,495
Tax effect of N TEENRBETE
— An associate’s result reported net of tax —BENRI2WER (NKRTBIE) 136 (432)
- Different tax rate — NEIF = 1,157 1,037
- Tax holiday —HEER - (22,192)
— Expenses that are not deductible —PAHIBA X
for tax purpose 5,719 3,441
~ Income not subject to tax BARBUA (1,075) (2,714)
- Adjustments in respect of prior years —BAFERAE 626 -
85,476 26,635

The tax holiday of 50% relief of the PRC Foreign Enterprise Income
Tax entitled by an indirectly wholly owned subsidiary, LI} E&E
& EAKFEHFR A A (Shandong Shouguang Juneng Golden Corn
Development Co,, Ltd.) ("Golden Corn”"), was expired at the year ended
31 December 2010.

As at 31 December 2011 and 2010, no deferred tax liabilities have
been recognised in respect of the tax that would be payable on the
distribution of the retained earnings 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.

4&@%3%111%

AEERZZEMBARILRSLERSE
KEBEBER AR £ EK]) ER50%F BN
BhEMBSUNRGEEESRBEE_T—FTF
TZA=t—RLFEER -

T —FR-T-BFT-ASt—

C HRA R AR %HEZ%?I\%&%E’]H& N2

AR ZE RN KRR A 78 B R A8
W ER D IR AN EBINELRBRFAT

REMMBIEERELCHIEAE -

RERB R ERA T @
—E——FFR
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11 Employee benefit expenses (including 11 EERFBZ(EREEMS)
directors’ emoluments)
2011 2010
—g——F -T-TH
RMB’000 RMB'000

ARBT T ARETTT

Wages and salaries IEEF® 71,216 50,879
Pension costs RR&EBH 13,345 8,603
Staff welfares ETIEF 16,358 12,433

100,919 71915
No forfeited contributions are available to reduce the contribution W R W R ZR AT FEFR A £ B R
payable by the Group in future years. PRFE R o

12 Emoluments for directors and five highest paid 12 EERIEEZRESHFALTHEHE

individuals
(a) Directors’ emoluments (a) EEMe
Basic Retirement
salaries and Discretionary hbenefit scheme
allowance Fees bonus contributions 2011 2010
EXFe R
5341 wE BREEL  HEfR —B--% _-—T-%F
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTR ARETR ARETR ARETR ARETR ARETR
Executive directors: HITES:
Mr. Tian Qixiang HAERLSE 516 - 750 - 1,266 1016
Mr. Yu Yingquan TE2%E% 300 - 750 - 1,050 800
Mr. Gao Shijun BtELE 360 - 750 31 1,141 830
Mr. Liu Xianggang AKMEE 252 - 750 30 1,032 73
Independent non-executive BUEHTES:
directors:
Ms. Dong Yanfeng EX13 Soa - 50 - - 50 50
Ms. Yu Shumin* gL - 38 - - 38 50
Mr. Cao Zenggong BREE - 30 - - 30 30
Mr. Yue Kwai Wa, Ken REERHE - 83 - - 83 87
2011 —2——F 1,428 201 3,000 61 4,690 3,086
2010 “E-TF 1428 217 2,000 41 3,686
* Ms. Yu Shumin retired on 4 September 2011. * R tTRNZE——FNA
7 B R -

@ CHINA STARCH HOLDINGS LIMITED
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12 Emoluments for directors and five highest paid
individuals (Continued)

13

(b)

(c)

Five highest paid individuals

Of the five individuals with the highest emoluments in the
Group, four (2010: four) were directors of the Company
whose emoluments are reflected in the analysis presented
above. The emoluments of the remaining one (2010: one)

12 EERTAREHFATHME

(&)

(b)

EEREHFAL

AEEREHESHFALT  HH
“E-TF: OEB)RARAN
EX RENHER LEXHDTE
Sl F N —R(ZF—FF : —%)

individual were as follows: ST ATHHESMT -
2011 2010
—E——F —E-TF
RMB’000 RMB'000
ARETRT ARET T
Basic salaries and allowance AR MoER 669 644

Retirement benefit scheme BB

contributions 10 10
679 654

The emolument was within RMB1,000,000.

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.

Earnings per share

The calculation of the basic earnings per share attributable to

the ordinary equity holders of the Company is based on the

following data:

(c)

1% 5 B Bl 78 A R #51,000,0007T LA
W o

FA ARERERNESH AR
SEHALNBE - ERRSIIIA
FMAREERFHRBRERKE
B HF(E -

13 BRER

ViN/NE

R A ARGEBRESA

MIPRATEIEAE

2011 2010
S —T-ZF
RMB’000 RMB'000
AR¥TTT ARETT
Earnings 2R
Earnings for the purpose of calculating AT ESRERB NN ZF
basic earnings per share (Profit for (ARBERFAA
the year attributable to equity EMARFERE)
holders of the Company) 228,990 161,711

FEIRMIERER DA
—E——FFR
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13 Earnings per share (Continued)

13 BREF#)

2011 2010
e A —T-TF
Number of shares RO E
Weighted average number of ordinary RGBS RERZ R
shares for the purpose of calculating TR AR N Y 8L
basic earnings per share 5,779,680,000 5,687,233,000

No diluted earnings per share has been presented because no
dilutive potential ordinary shares exist for both 2011 and 2010.

HR-E——FR-_T-TFHELE
SHMANEE LB BTEZINER
BERA -

14 Dividends 14 BE
2011 2010
—E2——F —E-TF
RMB’000 RMB'000
AR¥T R ARBTIT
Proposed final dividend (note (i) and (ii)): R AR HARR 2 (MY EE() K (i)
HK0.67 cents (2010: HK0.67 cents) B EBR0.6781
per ordinary share (ZZ—TF : 06781l) 31,393 32,951
Final dividend paid during the year: RAFEEXZNRBRKRE
HK0.67 cents (2010: HK1.16 cents) B & EAR0.67/81L
per ordinary share (ZZ—FF " 1.16%1) 32,146 29,351

Note:

(i) 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.

(i) 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.

CHINA STARCH HOLDINGS LIMITED
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15 Loss attributable to equity holders of the
Company
The loss attributable to equity holders of the Company is dealt

with in the financial statements of the Company to the extent
of RMB38,316,000 (2010: RMB40,215,000).

16 Property, plant and equipment

15 AAREEFEARGEE

KRB EEFEABRBMNBEARE
383160000( — &FE —FF: AR K
40,215,00070) EFEARR BB 15 ¥R & B

e

16 "% - BERRE

Group
5@
Plant and
equipment
Plant and Motor Other under
Buildings  machinery vehicles  machinery construction Total
TERE
BFY BERKSE RE Hes e Bt
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETL ARBTT ARETT ARETT ARETT ARETT
Cost BA
At 1 January 2010 R-E-Z2F—-F—H 303,107 539914 7,641 35,036 5176 890,874
Additions NE 9,821 9,232 2,292 2,537 28,510 52,392
Transfers 2 6975 24674 - - (31,649) -
Disposals HE (510) (2057) (742) (310) - (3619)
At 31 December 2010 RZE-Z2F+-A=1+—H
and 1 January 2011 k-E2——%—-F-H 319,393 571,763 9,191 37,263 2,037 939,647
Additions NE 823 1,334 1,926 890 59,360 64,333
Transfers % 405 26,038 - 166 (26,609) -
Reclassification ENNE (7.981) 7981 - - - -
Disposals HE (996) (7,284) (590) (955) - (9,825)
At 31 December 2011 RZE——E+-A=+-H 3 1,644 599,832 10,527 37,364 34,788 994,155
Accumulated depreciation B TERAE
and impairment
At 1 January 2010 W-Z-TF—-f—A 89014 239438 3511 10,897 - 342860
Depreciation charge ERHEEA
for the year 10,960 41,741 1290 4,774 - 58,765
Disposals & 474) (1,420) (700) (96) - (2,690)
At 31 December 2010 RZE-ZF+-A=1—H
and 1 January 2011 k-2——%—-F-H 99,500 279,759 4101 15,575 - 398,935
Depreciation charge ERMEEA
for the year 12,011 45,560 1,460 4710 - 63,741
Disposals & (932) (4,034) (477 (738) - (6,181)
At 31 December 2011 RZB——F4+-A=+—H 110579 321285 5,084 19,547 - 456495
Net carrying value BEFE
At 31 December 2011 RZB——F+ZF=+—H 201065 278547 5443 17817 34788 537,660
At 31 December 2010 RZB-ZEE+-A=1+-H N 9,893 292,004 5,090 21,688 2,037 540,712

HEIRHIERERAT
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17 Prepaid lease payments 17 FERHEER

Group

rEE
2011 2010
—F-—F  -T-TF
RMB’000 RMB'000
AR¥TTT ARETT

Cost A
At 1 January n—HA—H 53,025 52,281
Additions e 16,074 744
At31December =AY 69,099 53,025
Accumulated amortisation S E

1 January wn—H—H 8,502 7,542
Amortisation charge for the year FREIHER 1,515 960
At31December e et U 10017 8,502
Net book amount IREFE
At 31 December R+=-—A=+—8H 59,082 44523
Land in the PRC held under L ERF

medium-term lease FER L 59,082 44,523
Analysed for reporting purposes: E2HABEN DT

Current asset RENEE 1,512 1,185

Non-current asset ERBEE 57,570 43,338

59,082 44523

@ CHINA STARCH HOLDINGS LIMITED
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18 Subsidiaries

(a) Investments in subsidiaries

18 MIEBA T
@) REBATANEE

Company
AT
2011 2010
—g——F -—T-TF
RMB’000 RMB'000
AR¥T T AREFTT

Unlisted investments, at cost

FELETHIRE (ERA)

159,121 159,121

The following is a list of subsidiaries at 31 December 2011:

R-BE——F+_A=+—HOHHER

ARSI
Issued and fully
Place of Place of paid up/registered Interest
Name of companies incorporation  operation capital held (%)  Principal activities
BRTRAR/ ks 5+
nAER AR EENY EfEE (%) EIEXH
Sourcestar Worldwide Inc. British Virgin Islands  Hong Kong US$240 ordinary shares 100 Investment holding
Sourcestar Worldwide Inc. ABABREE B UOETHEBIR 100 RERR
China Starch Group Limited Hong Kong Hong Kong HKS1 ordinary share 100 Provision of
PERHEEERAT Bk BE BT E Rk 100 management services
PRI E TR IR
Golden Corn'? PRC PRC RMB480,000,000 100 Manufacturing and sale of
ER N s & AR 8480,000,0007 100 comstarch, lysine and
related products
HERHETRRY -
BAELEEEER
Linging Deneng Golden PRC PRC RMB200,000,000 91 Manufacturing and sale of
Corn Bio Limited ' i H AR%200,000,0007 91 comstarch and related
REERETREMBRARF products
RERHETKBY
RERBER

1

Interests are held indirectly by the Company.

B The entity is a wholly foreign owned enterprise.

; The entity is an equity joint venture enterprise.

RRRIFEEFR B

HERMERERAT @
—E-—FFR®
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B P SRR B ot

18 Subsidiaries (Continued)

(b) Amounts due from subsidiaries

18 BT (&)

(b)

The amounts due from subsidiaries are denominated in

Hong Kong Dollars, non-trade, interest-free, unsecured

and repayable on demand.

19 Interest in an associate

P Ui B 1B 2 R RRIR

FEN BT B A RIKIELAB TTEHE - &
FEH 2B EERLARER
RHEE

Group
rEH
2011 2010
—E——F —E-ZTF
RMB’000 RMB'000
AR¥T T AREBFIT
Unlisted investment, at cost FELTIRE (A A) 38,186 38,186
Less: Unrealised gain arising from injecting  J&% : JE A « BB MR
property, plant and equipment and T REERTE
land use right as capital contribution i B A AR ER e (1,846) (2,273)
Share of post-acquisition profits Y 1% e 15 71 R 4,795 5338
41,135 41,251
As at 31 December 2011 and 2010, details of the Group's interest RZE——FR_E—FF+ A=+
in the associate, X & EREEHBM AR A7) (Shouguang —H AEERBEARELSBERE
Golden Far East Modified Starch Co., Ltd.) are as follows: MRM AR A RNERFIBET

Issued and

Place and date of fully paid

Attributable
equity interest

incorporation registered capital of the Group Principal activities
&k 17 B 2 3t B ERTR
% B B EMER B IRAE FTEXER
PRC US$9,600,000 49% Research, development,
25 September 2004 manufacture and sale of
& 9,600,000 7T 49% modified starch and
—ETEF their related products
NA=-+HH Mo R BER
HE RN R
Hig@ER

CHINA STARCH HOLDINGS LIMITED
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19 Interest in an associate (Continued) 19 R—REEQATNER®)
Summarised financial information of the Group's associate is AREFERZS AT EER T ¢
as follows:

2011 2010
g5 -T-TH
RMB’000 RMB'000

ARBT T ARETTT

Total assets BEE 133,598 137,493
Total liabilities FEN=E (45,882) (48,669)
Net assets BEFE 87,716 88,824
2011 2010

—E——F —ET-TF

RMB’000 RMB'000

ARBT T ARETTT

Revenue A 194,273 219,898

(Loss)/profit for the year AEE(EER) FHE (1,108) 3,524

20 Deposit for acquisition of prepaid lease 20 WHEANHEERNFRES

payments
The amount represents the initial deposit paid to the Municipal B IERWEC NS EHNHIRmmS
Government of Shouguang for the acquisition of a parcel of land WY MO FRES ©

located in Shouguang.

HERMERERAT @
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21

22

Inventories 21 FE
Group
A5
2011 2010
—E——fF —T-TF
RMB’000 RMB'000
AR¥T T ARETT
Raw materials R 140,605 118,013
Work in progress TR 20,785 18,238
Finished goods X 45,675 60,582
207,065 196,833
The cost of inventories recognised as expense and included ERABHINBEEIHEHERA INTFE
in “cost of goods sold” amounted to RMB2,416,485,000 (2010: AN B AR ¥2,416,485000L (=2 —F
RMB2,083,076,000). F: AR¥2,083,076,0007T) ©
Loan receivable 22 EWER

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. The loan receivable was fully
settled during the year and details of which are set out in note
34 to the consolidated financial statements.

The loan receivable was denominated in Hong Kong Dollars.

CHINA STARCH HOLDINGS LIMITED
ANNUAL REPORT 2011
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BB HRAR I

23 Trade and other receivables

23 BEZRHMEWK

Group Company
AEHE I/

2011 2010 2011 2010
—B2——F —T-ITF ZB-——F —T-IFTF
RMB’000 RMB'000 RMB’000 RMB'000
ARBTT ARETT AR¥TR AREBTT
Trade receivables B S WK 126,437 175,150 - -
Bank acceptance bills RITEEER 147,160 163,860 - -
Other receivables Hofth FEK 20,369 22,013 - 389
293,966 361,023 - 389

The Group normally grants credit period ranging from 0 to 60

days to customers.

An ageing analysis of trade receivables at the end of the reporting

AEE-RETEPHNEEHRHTER

+ERE -

AT BRI EHIRE 5 YR fRk D

period is shown as follows: Mo
Group Company
TEE bINNET|
2011 2010 2011 2010
2 —T-TF ZB--F —T-ITF
RMB’000 RMB'000  RMB’000 RMB'000
ARBTRT ARBTT AR®TR ARETT
0 - 30 days T==+H 89,250 145,598 - -
31 - 60 days =+—%,~TH 21,533 20,798 - -
61 - 90 days ANT—ZNATH 6,737 1315 - -
Over 90 days NTBERE 8,917 7439 - -
126,437 175,150 - -

Before accepting any new customer, the Group assesses the

creditability of each of the potential customer and defines their

respective credit limits accordingly. Credit limit of each customer

is reviewed monthly. Credit qualities of trade receivables neither

past due nor impaired have been assessed with reference to

historical information on the default rates, based on which no

impairment provision is considered to be necessary.

EEMEAHELH  AEEEFEE

BEEFNEREMIBRRERER
REEERE - TFNEEREEEA
fERE - WERAHSORENE HEK
RNEEER2RBENENRERE

TR - MRIEAREER
TEHRERHE -

R
V=R |

HERMERERAT @
—E——FFR
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23 Trade and other receivables (Continued) 23

Included in trade receivables balance are debtors with an
aggregate carryingamountof RMB9,293,000 (2010: RMB8,800,000)
which are past due but not impaired. These relate to a number

of independent customers of whom there is no recent history

of default.

Ageing analysis of trade receivables which are past due but not

impaired is shown as follows:

ESRHMEBEWRE)
EORBREHBIERAEEAAR
9203000 ( Z 2 —ZFF: ARK
8,800,0007T ) K FEU AR SR - BEAKIE AL
FIEEIEEE ZEEREAT IR
BHRBNEEZBIEF AR -

EEIHETERENE SRR AR R
DT

Group Company
AEH AAT

2011 2010 2011 2010
—E-—-F —T-ZTF ZB-—-F —T-IZTF
RMB’000 RMB'000 RMB’000 RMB'000
ARBTT ARETT ARBTRT ARETT
31 - 60 days =+—=x+8 - 113 - -
61 - 90 days ANT—ZhTH 376 1,286 - -
Over 90 days NTHEUE 8,917 7,401 - -
9,293 8,800 - -

Included in trade receivables and other receivables are
amounts due from an associate and non-controlling interests
of RMB32,745,000 (2010: RMB38,556,000) and RMB12,965,000
(2010: RMB9,498,000) respectively (note 36(c)). No impairment
has been made to receivables from related companies.

B S RING R E i ER B EREK—K
BN m) IR IR A R R A D B A
AR #32745000t( ZE—ZF : AR
#38,556,0007C ) & A K #12,965,0007T
(ZZ2—ZF : AR¥9,4980007T) (Fft
7T 1 36(0) ° FEMEAE A R FIB AL &
TEREDRE o

Bank acceptance bills BITEHERE
Group Company
# % ART
2011 2010 2011 2010
—F-——%F ~T-TF —¥-—F -—T-TF
RMB’000 RMB'000 RMB’000 RMB'000
ARBTRT AREBETT AR¥TR AREBTT
Discounted bills (note 29(i)) BRI IR (M9EE2903)) - 29,079 - -
Endorsed bills BERRE 30,167 16,541 - -
Bills on hand FRER 116,993 118,240 - -
147,160 163,860 - -

CHINA STARCH HOLDINGS LIMITED
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23

24

Trade and other receivables (Continued) 23
Bank acceptance bills (Continued)
The bank acceptance bills are normally with maturity period of

180 days (2010: 180 days). There is no recent history of default
on bank acceptance bills.

As at 31 December 2011 and 2010, all other receivables aged

between 0-30 days.

The carrying amounts of trade and other receivables are
denominated in the following currencies:

EZREMEWRE)
RITRARE ()
ROTERBE—RIBERA BN+
B(=Z—ZF: —AN\TA) - RITE
HBRIBIT HI SR 404088 o

—H - BRI S H
=+8-

A

B 5 % Bt B A0 B T O T 5 6
SHE

Group Company
AEH RATF
2011 2010 2011 2010
—B——F —T-ITF ZB-——F —T-IFTF
RMB’000 RMB'000 RMB’000 RMB'000
ARBTRT ARETT ARETRT ARETT
Hong Kong Dollars BT 97 531 - 389
United States Dollars ETT 15,290 11,762 - -
Renminbi AR 278,579 348,730 = -
293,966 361,023 - 389
Pledged bank deposits 24 SEARITER

The pledged bank deposits were denominated in Renminbi.

EERRITERAAREEHE -

HERMERERAT @
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25 Cash and cash equivalents and fixed deposits 25

BeRBASEEYR=EAN

with maturity period over three months FEBER
Group Company
KEH ¥ /N
2011 2010 2011 2010
—E——-F —ZFT-FF ZZE-—-—-f —T-ITF
RMB’000 RMB'000 RMB’000 RMB'000
AREBTT ARETT ARETR ARETR
Cash at bank and in hand RITRERFE
(note (i) and (iii)) B[4 (M6 &) 194,539 226,471 8,576 4,523
Short-term bank deposits RERITIF
(note (ii) and (iii)) (B &3 i) R i) ) 180,000 50,000 - -
Cash and cash equivalents BEMREEEY 374,539 276,471 8,576 4,523
Fixed deposits with FREERA=EA
initial maturity period over A LB EERTFER
three months (note (i) and (i) CBfF 52 i) R i) 450,000 300,000 - -
824,539 576,471 8,576 4,523

Cash and cash equivalents and fixed deposits with maturity

period over three months are denominated in the following

ReRALSENR= AR LERR
oI

currencies:
Group Company
rEH FiN/NC|
2011 2010 2011 2010
—®--% “T-TF -¥——F “T-TF
RMB’000 RMB'000 RMB’000 RMB'000
ARBTT ARETT AR%®TR ARETIT
United States Dollars X7 484 1,857 - -
Hong Kong Dollars BT 8,660 4,664 8,576 4,523
Renminbi (note (iv)) ARE (Fiiziv) 815,395 569,950 - -
824,539 576,471 8,576 4523

@ CHINA STARCH HOLDINGS LIMITED
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25 Cash and cash equivalents and fixed deposits
with maturity period over three months
(Continued)

Note:

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

(i) These fixed deposits earn interest of 2.6%-4.5% per annum.

(i)  Thebankbalances and pledged deposits are deposited with credit
worthy banks with no recent history of defaults. The carrying
amounts of the cash and cash equivalents approximate to their

fair values.

(iv)  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.

25 BERBRESEEYR=ZHAU
tEBER®)

BIEE

() RITBAESHRBITHERE HZ SR
B -

(i) WEEBFERIRFNE2L6245E RN
ME e

(i) RITEHRREEREFERTDEFRNBE
EYEMEOTHENBREERT - RS
MRESFEMNEREREQFER
%=,

(v) AEBUARBENRTEBRE
KPFEARBEMRT - BREUAR
B ENBBHRBINEREESE
=R D A 91 7B e B RO 46 10 51
4R 81 AR ) -

26 Share capital 26 R
Number of shares Share capital
BRHEE [ &N
‘000 HKS'000
T THR
Authorised EE

At 31 December 2010 and 2011 RZE—ZEER

—E——F+-"F=+—H 10,000,000 1,000,000

FEIRMIERER A E
—E——FFR

©
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26 Share capital (Continued)

®

26 MRA(#)

Number Share
of shares capital
A EE [N
'000 HK$'000 RMB'000
T Fanr AREFIT
Issued and fully paid ERTRAR
At 1 January 2010 R-_ZE—ZTF—-H—H 2,612,500 261,250 237,762
Share placed in February 2010 (note (i) RN_T—FF_H
B &5 B4 (BT (i 277,340 27,734 24,446
Bonus shares issued in June RZE—FF A
2010 (note (i) BITAIRR (B#EG) 2,889,840 288,984 253,026
At 31 December 2010 and 2011 R_E—EFR T —F
+=-—A=+—8 5,779,680 577,968 515,234
Note: MisE -

In February 2010, the Company entered into a 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 HK$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 27).

CHINA STARCH HOLDINGS LIMITED
ANNUAL REPORT 2011

()

(i)

R-ZT—FF - AQRAHEEER
B(—RBIFE=F ) LB EHE -
RIEE &g © ARRIREIR1 408 T
B (B 15 2 17 & $£277,340,0000% & i% @
B0 TR S @A - AR RIMB T
A% 7R B T 42 Hn27,734,0007 7T (B E R
AR #24,446,0007T ) ° BE&EFT 15 K
BRETHRAEENSEET ARG
HAE e

BRIBEEARGTR _TE—ZTFNA+T+L
ARITHRERIAE L@RBARE
20 4 {8 3 172,889,840,0000% AT M °
i 3B 1 R EA SN 2,889,840,000 8% = L 1A
0108 TR « B BT RERRKRA
B 1 1288,984,0007 7T (HHE R AR
253,026,0007T) © ALAR E B B AF AN A &
% 17 %5 18 BR 7 288,984,00078 7T (A H
AR #253,026,00070 ) B 72 & AN A B
FIVES R (BisE27) ©
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27 Reserves 27 f#fE
Company
ERF
Retained
earnings/
Share Special Capital (accumulated
premium reserve reserve losses) Total
BEEA,/
BRIEE HEEE EXREE (RIFEE) &t

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETFT ARETT ARBTT ARBTRT

(note (i) (note (i)

(PR EE () (FREE (i)

At 1 January 2010 RZZE—TF

—A—8A 245,354 108,651 16,730 2,529 373,264
Loss for the year RrEEFER - - - (40,215) (40,215)
2009 final dividend “ETNERPRE (29,351) - - - (29,351)
Issue of bonus shares BITAL IR

(note 26(ii)) (P E26(i)) (253,026) - - - (253,026)

Shares placed BERERN 311,409 - - - 311,409
At 31 December 2010 R-E—FF

+—-A=+—H 274,386 108,651 16,730 (37,686) 362,081
At 1 January 2011 RZZT—F

—A—A 274,386 108,651 16,730 (37,686) 362,081
Loss for the year RrEEFER - - - (38,316) (38316)
2010 final dividend T -TERPRE (32,146) - - - (32,146)
At 31 December 2011 NZE——%F

+—-HA=+—H 242,240 108,651 16,730 (76,002) 291,619

HERMERERAT @
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27 Reserves (Continued)

Note:

(i

(ii)

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.

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

(&)
fis -

() REFASEHBEAFNE HABEREX
M AA B ESRR T - AR BHAX
174 8 A A R 2R SOR AR -
HEREBERB DKL - ARFIAR
HEEERABEFTEHOER -

(i)  ARRERAEENRHFEBEQAR
BT AT IR R (B K B0 (B
7N 5 5] S5 AR B FIT I O B B X R RRUR
M aBRE RN ER RbE
BB A R B & R 2 BB AL
BEAXMNORERRBENERQFNE
EARZ HHERE

EEBIR

TRIE FFISBLTYB ER  E E R IR A 5
RARBRE BRI ERGERER £
BAERMHB R -

CEE RS - AMIERRE AR
T -

Group
AEE
2011 2010
=F——-F —TTF
RMB’000 RMB'000
ARBT T AREFTT
Deferred tax liabilities REHIEEE (619) (347)
Deferred tax assets BIEHIBE E - 1,689
(619) 1,342

CHINA STARCH HOLDINGS LIMITED
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28 Deferred taxation (Continued)

The movement on deferred tax is as follows:

28 JEFEBLE(4)

BAERIAN BT ¢
Group
rEEH
2011 2010
—g--%  -T-T%
RMB’000 RMB'000
ARETTT ARBTTT
At 1 January n—H—AH 1,342 5,944
Charged to the consolidated statement ReftiralaE R P Ik
of comprehensive income (1,961) (4,602)
At 31 December K+—_A=+—H (619) 1,342
Deferred tax liabilities EERIEEE
The movement of deferred tax assets and liabilities without WMrEZEERIER —MBRErEEERDN
taking into consideration of the offsetting of balances within 8 O ELEHREEELRABENE B
the same taxation jurisdiction is as follows: o
Group
REE
Unrealised gain from
injecting property,

plant and equipment
and land use right as
capital contribution

EAME - BERRZE
Mt fERAEERTEE
2 4 Y AR B IR W 2
2011 2010
—E2——F —E-TF
RMB’000 RMB'000
ARBTT ARBTIT
At 1 January n—H—H (1,927) (1,820)
Charged to the consolidated statement Raftize WaikP

of comprehensive income (107) (107)
At 31 December Rt+—_A=+—H (2,034) (1,927)

HERMERERAT @
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28 Deferred taxation (Continued)

Deferred tax assets

28 ELEBIE (&)

EERAEE

Group

F&EE

Impairment

of property,

plant and
Tax loss equipment Total

e T

&Y
BBEE HiE Baf
RMB'000 RMB'000 RMB'000
ARBTT ARETT ARETT

At 1 January 2010 RZIE—FTF—H 6,019 1,745 7,764
Charged to the consolidated statement NaHRE R
of comprehensive income (4,330) (165) (4,495)
At 31 December 2010 R-ZZB—FF
and 1 January 2011 +=-A=+—H
"R_T——F— 1,689 1,580 3,269
Charged to the consolidated statement Reafize lamk
of comprehensive income (1,689) (165) (1,854)
At 31 December 2011 RZT——%F
+=A=+—H - 1,415 1415

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 tax loss was fully
utilised during the year ended 31 December 2011.

@ CHINA STARCH HOLDINGS LIMITED
ANNUAL REPORT 2011

{1 5 X 2R SR AR A B ] B 2R AR B L A5 A
@ BEREEREERERRLREA
BE-BE_ZT—F+-A=+—H
IEEZREBEREEE2HIA -



Notes to the Consolidated Financial Statements

B HRRI T

29 Borrowings

As at 31 December 2010, all of the Group’s interest bearing
borrowings were carried at fixed rate and the effective interest

rate is 5.72% per annum.

29 &R
R-E—

HFT BT

HER

FP NN

F+—-A=+—H8 K&EH
EFEUBEEFN RS - M
FRRE572E o

Group
rEE
2011 2010
—B-—F —E-FF
RMB’000 RMB'000
ARBTT ARBTTT
Cash advances for discounted bills, BRIREBNIRERL
secured (note (7)) BER (FFEW) - 29,079
Government loan, unsecured (note (ii)) BAER - mEE (BHaEa) 7,091 7,977
7,091 37,056
Carrying amount payables: JERTBREE :
Within 1 year —F R 1,551 30,630
Between 1 and 2 years —FEMF 886 886
Between 2 and 5 years MEERF 2,659 2,659
Over 5 years HidhF 1,995 2,881
7,091 37,056
Less: Amount due within one year shown B ERBBEET—F
under current liabilities NEIER 58 (1,551) (30,630)
5,540 6,426

HERMERERAT @
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29 Borrowings (Continued)

29 fERK(#)

Note: Mz -

0) No bills receivable (2010: RMB29,079,000) discounted by the (i) HEx—_Z——F+-_HA=1+—H" 'K
Group to banks in exchange for cash as at 31 December 2011.The EEVHEARITIRHREKRERE(ZE—
transactions were accounted for as collateralised bank advance. TF . AR¥E29,079,0007T ) IRER & ©
The cash advances for discounted bills as at 31 December 2010 RGUNBEBBITEARAR - RZF
were repayable within one year and bear interest at 4.46% to —ZTF+-A=1+—08 BREE®
6.97% per annum. Interest expense on discounted bills for the year BYBHSBERN—FRNEE  RUEF
ended 31 December 2011 is RMB512,000 (2010: RMB1,901,000). K446B B0 7B R - BE-T——

F+ZAZ+—ALEFEMREERD
FEFHZAARES12000T(Z2—F
F - AR#1,901,0007T) °

(i) Governmentloan represented government assistance provided to (i) HBNERESIETHVERRAR-ZEZTMN
Golden Corn, for its corn refinery production by Finance Bureau FUARERKFEMNTAERS E KR
of Shouguang City in April 2004. The balance is unsecured, HHOHTED - 2R AEER - %
interest-free and fully repayable by 6 April 2019. According to BREARZZE—NFWNANNHAIRH
the loan agreement, the loan is repayable by 11 annual instalment EBE BEEXME ERXEARNZ
commencing from 6 April 2009. ZENFHUAAAHBRBREFES +—H

& -
30 Deferred income 30 EEZEWA
Group
FEH
Steam
connection Government
income grants Total
RREBRRA  BF#HB CHl
RMB'000 RMB'000 RMB'000
ARBTT ARETT AREBTT

At 1 January 2010 RZE—FTF—-H—H 19,602 - 19,602

Additions N 1,430 4,832 6,262

Amortisation for the year RNEFH (2,682) - (2,682)

31 At 31 December 2010 R-T—FF

and 1 January 2011 +=—RA=+—8
N—E——F—H—H 18,350 4,832 23,182

Additions N 2,060 4,450 6,510

Amortisation for the year NEEEH (2,812) (187) (2,999)

At 31 December 2011 RZT—F

+=-A=+—H 17,598 9,095 26,693
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30 Deferred income (Continued)

31

receivable from customers for the connection of steam

pipelines.

Government grants represent the payment received from Bg)&
MEFBUS (Linging City Finance Bureau) for the development of
the production complex in Linging.

Trade and other payables

30 EZEWAE)

Steam connection income represents the payment received/ KABERBRWAEARFPFERKAEEN

B YR -

An

BUSBE AN R EEREERFRANE
i 2 W T A BB R

31 EFREMENK

Group Company
EE PN

2011 2010 2011 2010

25 —T-TF ZB--F —T-ITF

RMB’000 RMB'000 RMB’000 RMB'000

ARBTR ARETT AR®TR ARETT

Trade payables B SR 74,181 64,511 = -

Bills payable ADE S 4,583 - - -

Total trade and bills payables BN K

JEN RiE 4 78,764 64,511 - -

Advances from customers BPBRK 85,994 96,689 - -

Deposits Bk 9,747 3,327 - -

Sales commission HERE 2,608 2,758 - -

Other tax payables HERHIA 22,919 17,484 - -

Accrued expenses EFtER 7,337 9,770 1,214 1,698

Payroll and welfare payables e e KA 15,231 10,207 3,230 2,000
Payable for construction BERBBEMNR

and equipment 42,315 18,692 - -

Others HAth 1,084 326 - -

187,235 159,253 4,444 3,698

265,999 223,764 4,444 3,698

As at 31 December 2011, bills payable are secured by pledged
bank deposits (note 24) of RMB2,683,000 (2010: Nil) and bank

acceptance bills of RMB1,900,000 (2010: Nil).

R-T——F+-A=1+—08 " ENE
BLAARE2683000T( =28 —F 4 :

ZHEEMIRITFER(M F24) R AR
1,900,0007C( —F—FF : B)IRITERE

SEBEER o

HERMERERAT @
—E-—FFR®



Notes to the Consolidated Financial Statements

B BRI

31 Trade and other payables (Continued) 31

The following is the ageing analysis for the trade and bills

payables at the end of the reporting period:

BZREMEMRKE)
AT RERERARE SRR RN RE
EEREE AT -

Group Company
rEE VNG

2011 2010 2011 2010
“E-—-F —_T-ITF ZB-—-F _T-IZTF
RMB’000 RMB'000  RMB’000 RMB'000
ARSI ARETT AR%®TR ARETT
0 - 60 days TERTH 56,476 50,643 - -
61 - 90 days ANT—ZhTH 3,519 5017 - -
Over 90 days e =0 18,769 8,851 - -
78,764 64,511 - -

The average credit period on purchases is 80 days (2010: 80 days).
The Group has financial risk management policies in place to

ensure that all payables are paid within the credit time frame.

The carrying amounts of trade and other payables are

denominated in the following currencies:

REOTEERANTR(ZF—F
#: \HR)  ARERHEHBER
BRI - ARRRAA N RIS
SHPEELN -

.5 J E 1 3RO B (DA T 50 S
s

Group Company
rEH RAF

2011 2010 2011 2010
—B——F —ZT-TF ZB——F _—T-ITF
RMB’000 RMB'000 RMB’000 RMB'000
ARBTn ARETT AR%®TR ARETT
United States Dollars S 8,748 6,732 - -
Hong Kong Dollars BT 1,482 3,698 1,444 1,698
Renminbi AR 255,769 213,334 3,000 2,000
265,999 223,764 4,444 3,698

CHINA STARCH HOLDINGS LIMITED
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32 Employee housing deposits

33

32 ETEEAES

Group
rEH
2011 2010
—E2——F —E-TF
RMB’000 RMB'000
ARET T AREF T
Deposits received ERIRE S 26,307 26,381

The Group offers quarters to the staff with the aim of promoting
long service with the Group. These quarters are constructed by
the Group and offered to staff for application on a periodic basis.
Due to the excess demand of staff quarters and the relatively
substantial construction costs involved, the staff are required
to place housing deposit to the Group. The Group utilises the
amount received from staff as general working capital.

The employee housing deposits are interest-free, unsecured and
repayable one month upon the return of the staff quarters by
the employee or termination of employment.

Commitments

(@) Commitments for total future minimum lease
payments under non-cancellable operating lease

33

AEERMETRHES  SESBER
AEBEHRY - GLBEEHAKER
o THHEBTHFE mREIESEX
BN BPRERREZRAA - BTA
AREEHNEERES - AEEF A
RETUBHNEERESES —REE

BETEERESIRE - EEMLNE
IXREAEIEERIETIRILEREZ—
EAREE -

Z8
(a) BRIEFTHHEEREN QLRI
AR RRERE

2011 2010

—B——F —ET-FF

RMB’000 RMB'000

AR¥T T ARBTTT

No later than 1 year —F A 417 420
Later than 1 year and no later than 5 years —&F#E M EER 232 583
649 1,003

FERMIEREBR A A
—E——FFR
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33 Commitments (Continued) 33 A&EE)
(b) Commitments in respect of capital expenditure (b) BEAEHREIE
2011 2010
—g-——-F —T-TF
RMB’000 RMB'000
AR¥TT AREFTT
Capital expenditure contracted for but not — FtIATIEH
provided for in the consolidated ERINERES T BEmE
financial statements in respect of: NEEHEARRS -
— property, plant and equipment M - BERE 8,626 2,965
— prepaid lease payments —TAaRHEER - 10,480
8,626 13,445
34 Major non-cash transaction 3 FEHRERF
The final dividend of RMB17,688,000 payable to Merry Boom for N FEEEE—_E-ZEF+_A=+
the year ended 31 December 2010 was settled against part of —HIEFENRAREAR17,688000
the loan receivable amounting to approximately RMB19,605,000, L BERARA—RARIEERESN D EKE
details of which have been disclosed in note 22. HEFE - £8BALHARM19605000
7T ERMEE 227 KR -
35 Share-based payment transactions 35 IR EZNREBENRS

The Company’s share option scheme (the“Share Option 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 Share Option 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 Share Option Scheme will remain in
force for a period of 10 years commencing on the date on which
the Share Option 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 Share Option
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 2011 and 2010, no options have been granted
under the Share Option Scheme of the Company.

CHINA STARCH HOLDINGS LIMITED
ANNUAL REPORT 2011

ZUNSIEoEE e S A e BB
DRBER-ZETLFNAARBBMN—
ERZREMESR  T2ENAAEER
BEBRESRHEER - REZBIAES
g EFgURGERER(BREAR
AIREMBARNESR) KL BREN
REARAWMRD o ZBRAET BN
Rz BT T FRAR - FITHERIE
% BB R AT &) N AR 2 RIER AN B (R Ho
BRREEINMMAE R LA M ARITED
FEAHEM Al BEAS BITHARM BIE IR -
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Notes to the Consolidated Financial Statements

B PR SRR B et

36 Material related party transactions

During the year, the Group entered into the following significant
transactions with related parties:

(a) Transactions with related parties

36 ERBERIRS

RER - AEEREEHTIATEA
%5

(a) EREESETZIXRES

2011 2010
—2——F —TF
RMB’000 RMB'000
ARETT ARBFTT
Sales of constarch to an associate  [A]— K EE 2N B 5 E T KBRHD 134,266 145,402
Sales of electricity and steam A—REENFIHESHMER
to an associate 7,232 8,071
Purchase of electricity and steam B IEIERRRIEZHEEE N
from non-controlling interests Mz 76,818 74,607
These transactions are conducted in accordance with ZERSNBEEZEMNELER
their respective contract prices. HETT o

(b) Key management compensation

(b) FEEFEEHHRMN

2011 2010

—E——F —E-FF

RMB’000 RMB'000

ARETT AREFTT

Short-term benefits EHEA 4,428 3,428
Retirement benefit RIREFEF MR

scheme contributions 61 41

4,489 3,469

FEIRMIERER DA
—E——FFR
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36 Material related party transactions (Continued) 36 ERBERIRS (&)

(c) Balances with related parties () EBEFEH
2011 2010
—B2——F —E-EF
RMB’000 RMB'000
ARBT T ARETTT
Amount due from an associate JE U — KHSE & A BRI IR

(note () (BiEM) 32,745 38,556

Amount due from non-controlling JRE MK I 122 s P B 2 ) BUE
interests (note (ii)) (B3 GD) 12,965 9,498

Note: PiEE -

(i) The outstanding amount is unsecured, interest-free and will be 0) HAEEBEREEER . 22X ER
settled within the credit term granted. No guarantees have been IR THEERRNEE - SIEREMK
given or received. No expense has been recognised in the year for BEEMER - RFEARN - UERER
bad or doubtful debts in respect of the amount due from related FEULRRE 7 SRIBR RIZERERFA o
parties.

(i)  Balance is unsecured, interest-free and shall be settled in (i) e HEER 28 WERESS
accordance with the respective credit terms. =B IEZEE -

CHINA STARCH HOLDINGS LIMITED
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