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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income
BIASHBERNEMGS R

(Unaudited)
Six months ended 30 June
(REER)
BEANA=1tHILEAEAR
2016 2015
—NE —T—hHF
Note RMB’000 RMB’'000
b= AR®T R ARBTT

Revenue A 3 2,122,404 2,000,697
Cost of sales & AR (1,903,716) (1,804,238)
Gross profit EAH 218,688 196,459
Distribution expenses DHEA (48,631) (51,485)
Administrative expenses THEA (60,872) (63,982)
Other income and gain, net HAa U A K& et 558 4 16,926 9,251
Operating profit £ A 126,111 90,243
Finance income N 8,210 13,273
Finance expenses BEE A (1,586) (6,758)
Profit before income tax B FT S B AT 5 132,735 96,758
Income tax expenses Fr5 R 2 6 (34,863) (24,133)
Profit and total comprehensive income HRFE kiR 6 W= B

for the period 97,872 72,625
Attributable to: DA & TE JEAG -

Owners of the Company ViN/NEIEF DN 94,829 71,005

Non-controlling interests JEHE I AR B R v 3,043 1,620

97,872 72,625

Basic and diluted earnings per share (RMB) EREARR#HFEF (ARE) 8 0.0158 0.0118
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Condensed Consolidated Statement of Financial Position
RS HET AR IR R

30 June 31 December
2016 2015
—E-RE TR
ANA=+H +ZA=+—H
RMB’000 RMB'000
AR¥T ARETT
Note (Unaudited) (Audited)
ihg=d (REEX) (feE%)
ASSETS BE
Non-current assets FRBEE
Property, plant and equipment L ER Y e 9 1,284,826 1,344,642
Prepaid lease payments TEHEER 9 212,917 215,688
Deposits for acquisition WEENHERNRES
of prepaid lease payments 20,830 20,830
Deposits for acquisition of property, WHEME BE REHNRES
plant and equipment - 1,503
Deferred income tax assets RIEFTSHIBEEE 14,944 26,236
Total non-current assets ERBEELE 1,533,517 1,608,899
Current assets RBEE
Inventories FE 297,841 202,951
Trade and other receivables B 5 &E b EWER 10 418,631 384,634
Derivative financial instruments fTEemI A - 245
Pledged bank deposits EEBRITER 5,500 37,916
Fixed deposits with maturity period =ZEA EEBFER
over three months 390,000 290,000
Cash and cash equivalents HekReZEED 136,180 298,075
Total current assets REBEEHE 1,248,152 1,213,821
Total assets EEHAE 2,781,669 2,822,720
FERMERERAS —T—~FhHEs D




Condensed Consolidated Statement of Financial Position

B8R & f# B 5 A i =

30 June 31 December
2016 2015
—E—-RF —E—fE
AB=+H +=ZA=+—H
RMB’000 RMB’000
ARET T ARET T
Note (Unaudited) (Audited)
M5 (REEXR) (&%)
EQUITY s
Equity attributable to owners AATEEAEGER
of the Company
Share capital [N 11 532,656 532,656
Other reserves E s 396,007 395,759
Retained earnings RE&H 1,219,160 1,124,579
2,147,823 2,052,994
Non-controlling interests JE 472 AR A% BR A 25 33,132 30,089
Total equity R 2,180,955 2,083,083
LIABILITIES =N
Non-current liabilities kRBEME
Borrowings [EE:S 1,551 1,996
Deferred income PRIEU A 34,487 35,432
Total non-current liabilities FRBEBEERE 36,038 37,428
Current liabilities REBEE
Trade and other payables B 5 M HEAER R 12 534,920 570,162
Income tax payable FERFTSH 600 8,336
Borrowings [EE:S 2,881 97,436
Employee housing deposits BTIEERES 26,275 26,275
Total current liabilities FREBEERAE 564,676 702,209
Total liabilites =~ &f#s® N 739,637 _
Total equity and liabilities EaREEAE 2,781,669 2,822,720
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Condensed Consolidated Statement of Changes in Equity
BASHIEREEER

Attributable to owners of the Company

AARERAES
Non-
Share Share Special Capital Statutory Retained controlling
capital premium reserve reserve reserve earnings Total interests Total
FER
LES RAEE BHRE -CN 1 EERE BEEA at RRER At

RMBOOD ~ RMBO0O  RMBO00  RMBOOO  RMBOOD  RMBOOO  RMBOOO  RMBOOO  RMBOOO
ARETR ARETR ARETR ARETR ARETR ARETR ARETR  ARETR  ARET:R

At 1 January 2015 R-Z-1%-F—H 532,656 170,091 27,080 56,196 162,052 1,038,709 1,986,784 27,053 2,013,837
Profit and total comprehensive BnfERGs K
income for the period 4 - - - - - 71,005 71,005 1,620 72,625
2014 final dividend —E-WERERE - (32,667) - - - - (32,667) - (32,667)
At 30 June 2015 (unaudited) RZE-REAA=TH
(REER) 532,656 137,424 27,080 56,196 162,052 1,109,714 2,025,112 28,673 2,053,795
At 1 January 2016 R=E-~§-A-H 532,656 137,424 27,080 56,196 175,059 1,124,579 2,052,994 30,089 2,083,083
Profit and total comprehensive BRfE kG e NEEE
income for the period - - - - - 94,829 94,829 3,043 97,872
Transfer to statutory reserve ENEERE - - = = 248 (248) = = =
At 30 June 2016 (unaudited) RZZ2-~E~A=1H
(REER) 532,656 137,424 27,080 56,196 175,307 1219160 2147823 3132 2180955

hERBHERARAT — T A FhERS y.



Condensed Consolidated Statement of Cash Flows
B HIREMESER

(Unaudited)
Six months ended 30 June
(REEXR)
BEANA=1tHILEAEAR
2016 2015
—E-RE —E-0E
RMB’000 RMB’'000
AR¥T ARBTT
Net cash generated from/(used in) CEERBES (FR)NBREFERE
operating activities 994 (87,003)
Net cash used in investing activities KEZEFANRESFE (66,302) (66,402)
Net cash (used in)/generated from FEERE (/) ELENREFERE
financing activities (96,587) 132,561
Net decrease in cash and cash equivalent RERBFEMRLFE (161,895) (20,844)
Cash and cash equivalents at 1 January R—A—BRERBECFEY 298,075 184,568
Cash and cash equivalents at 30 June RAAZ+TEMNRERRESEEY 136,180 163,724
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Notes to the Condensed Consolidated Interim Financial Statements

REVIEW OF UNAUDITED CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

These unaudited condensed consolidated interim financial
statements of China Starch Holdings Limited (the “Company”,
together with its subsidiaries, the “Group”) for the six months
ended 30 June 2016 have been reviewed by the Audit
Committee of the board (the “Board”) of directors (“Directors”)
of the Company and are approved for issue by the Board on 19
August 2016.

BASIS OF PREPARATION

These condensed consolidated interim financial statements
for the six months ended 30 June 2016 have been prepared
in accordance with the disclosure requirements of the Rules
Governing the Listing of Securities (the “Listing Rules”) on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
and Hong Kong Accounting Standard 34 Interim Financial
Reporting issued by the Hong Kong Institute of Certified Public
Accountants. The condensed consolidated interim financial
statements should be read in conjunction with the annual audited
financial statements for the year ended 31 December 2015 (the
‘2015 Financial Statements”), which have been prepared in
accordance with Hong Kong Financial Reporting Standards.

The accounting policies applied in the condensed consolidated
interim financial statements are consistent with those of the 2015
Financial Statements, except for the accounting policy changes
that are expected to be reflected in the 2016 annual audited
financial statements. Details of these changes in accounting
policies are set out in note 2.1 of the 2015 Financial Statements.
The adoption of these changes has no material financial effect
on the Group’s results and financial position for the current or
prior periods. The Group has not applied any new standard
or amendment that is not effective for the current accounting
period.

These condensed consolidated interim financial statements are
presented in Renminbi (“RMB”), unless otherwise stated. These
condensed consolidated interim financial statements have not
been audited.

1.
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Notes to the Condensed Consolidated Interim Financial Statements
5 BA & {# op HA B ¥ ¥R R Pif 5T

3. SEGMENT INFORMATION 3. oEHER
Fermented and
Upstream downstream
products products Total
BER
LHER THER &t
RMB’000 RMB’000 RMB’000
AR¥TR AR¥TR AR¥TR
2016 —ERE
Sales to external customers MINREFHE 1,504,814 617,590 2,122,404
Inter-segment sales DEEEE 65,641 4,797 70,438
Reportable segment gross profit AHRESTBEN 112,606 106,082 218,688
Reportable segment results A|EDHEE 117,842 98,660 216,502
Unallocated income RHBEUWA 12,128
Unallocated expenses APBERZ (102,519)
Finance income BME WA 8,210
Finance expenses MEER (1,586)
Profit before income tax Bx BT 8 % A1 I 132,735
Fermented and
Upstream downstream
products products Total
BN
EHER T E M =
RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT
2015 —ET-hEF
Sales to external customers MINRE P HE 1,558,206 442,491 2,000,697
Inter-segment sales D EEEE 81,545 5,024 86,569
Reportable segment gross profit AEHREDHEFR 121,750 74,709 196,459
Reportable segment results AR E D MEE 121,750 71,789 193,539
Unallocated income KoM A 4,997
Unallocated expenses RO (108,293)
Finance income A WA 13,273
Finance expenses BMEEMA (6,758)
Profit before income tax R P 15 554 B0 F8 96,758
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Notes to the Condensed Consolidated Interim Financial Statements
5 BA & {# op HA B} #5 ¥k R BT 5

OTHER INCOME AND GAINS, NET 4. HMKRARWKW=RFEE
Six months ended 30 June
BEX~A=tHLXMEA
2016 2015
—E-ARE —T—hHF
RMB’000 RMB'000
AR¥T ARBETF T
Government grants BT B 4,123 220
Amortisation of steam connection income FEABERWAR
and government grants IER A 6 B ) 2 8 944 3,349
Reversal of deferred income attributable R 2R ERUA
to steam connection income FE(R AR WA - 9,357
Gain on sales of scrap coal and oil SHE BB M EEH 2 W - 1
Net fair value gain on derivative financial MESBRIAR
instruments NEER=FE 5,236 =
Gain/(loss) on disposal of property, HEME BER
plant and equipment Bz s (BE) 5,333 (9,242)
Others Ei 1,290 5,566
16,926 9,251
5. PROFIT BEFORE INCOME TAX 5. PBRET{S%ATFHE
Profit before income tax has been arrived at after charging/ BRATEBHAFBEENER (BT A) F3&E:
(crediting):

Six months ended 30 June
BZAA=1THILAXEA

2016 2015

—B-RF —T—hF

RMB’000 RMB'000

AR%T ARBTT

Employee benefits expenses (including EERAMFAZ (BREEEHE)

directors’ emoluments) 71,614 63,233
Depreciation of property, plant and equipment  #%  iE R R ETE 73,214 61,801
Amortisation of prepaid lease payments AR E e 3,137 2,262
Net foreign exchange loss/(gain) PE B8 (Mezs ) /S 10 (2,310)
Provision for impairment of inventories FERERE - 1,993
Research and development expenses (note) %8 & M 2R 2 (i) 3,778 2,996

Note: Bt EE -

MERFERAXBENEBREEZBTRA B &
ALRFHE 2B BRBAFEF

Research and development expenses include staff costs of employees
in the Research and Development Department, which are included in the
employee benefits expenses as disclosed above.

hERMEBRERAS —T—~ahmms ]



Notes to the Condensed Consolidated Interim Financial Statements
5 BA & {# op HA B ¥ ¥R R Pif 5T

6.

12

INCOME TAX EXPENSES

6.

FrEBi<

Six months ended 30 June
BEAA=THLKEA

2016 2015
= i —ER-IF
RMB’000 RMB'000
AR®T ARBETF T
The People’s Republic of China (the “PRC") REARSME ([HE])RZE
Enterprise Income Tax (“EIT”) Fris#i ([ ZEFE#R])
— Current year —ARFE 26,777 24,982
— Over-provision in prior years —BEFEBERE (3,206) (2,427)
Deferred income taxes EEFTIS 11,292 1,578
34,863 24,133

The Group’s major business is in the PRC. Under the law of the
PRC on EIT and its Implementation Regulation, the tax rate of the
PRC subsidiaries is 25% for both periods.

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 periods.

DIVIDENDS

The Board does not recommend the payment of an interim
dividend for the six months ended 30 June 2016 (2015: nil).

EARNINGS PER SHARE

The calculation of basic earnings per share for the six months
ended 30 June 2016 is based on earnings of RMB94,829,000
(2015: RMB71,005,000) and on the weighted average number
of 5,995,892,000 ordinary shares (2015: 5,995,892,000 ordinary
shares) in issue.

No diluted earnings per share has been presented because no

dilutive potential ordinary shares exist for both six months ended
30 June 2016 and 2015.

China Starch Holdings Limited Interim Report 2016
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9.

10.

Notes to the Condensed Consolidated Interim Financial Statements
5 BA & {# op HA B} #5 ¥k R BT 5

MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT 9.

AND PREPAID LEASE PAYMENTS

%% "BERREBERASHERNS

Property,
plant and Prepaid lease
equipment payments
®iE BNAEER
RMB’000 RMB'000
AREEF T ARBEF T
Net book value: BRERE
At 1 January 2016 R-E—XNE—A—A 1,344,642 215,688
Additions = 18,250 366
Disposals HE (4,852) -
Depreciation and amortisations e K g 5 (73,214) (3,137)
At 30 June 2016 RZZE—RFXNA=+H 1,284,826 212,917
TRADE AND OTHER RECEIVABLES 10. ESRHEHMERK
30 June 31 December
2016 2015
AL —E-REF
AXA=+A +ZA=+—8
RMB’000 RMB'000
AR¥T ARBF T
Trade receivables (a) Z 5 FEW R (a) 166,868 152,453
Less: Provision for impairment of B 2 ENFOR ERE
trade receivables (9,630) (9,630)
157,238 142,823
Bank acceptance bills (b) RITHEEEE (D) 164,896 194,525
Other receivables and prepayments H A WK R FRAT X 96,497 47,286
418,631 384,634
FEBRERERAS —T—~FhEms 13




Notes to the Condensed Consolidated Interim Financial Statements

[E18A & {7 o HA 87 5 ¥ % Bid 5

10. TRADE AND OTHER RECEIVABLES (Continued)

14

(a) Trade receivables

The Group normally grants credit period ranging from
0 to 120 days (31 December 2015: 0 to 120 days) to

customers.

An ageing analysis of trade receivables at the end of the

reporting period is shown as follows:

10. ESRHEMEKR ©)

C))

B 5 B

AEE-RETEPHNEESNHETE

—B-_t+H(ZE—RF+-A=+—
H:ZEZ—@A-_+H)TZ%-

AT RARHREHIRE S EUGRE R D

#r -

30 June 31 December

2016 2015

—B-RF —E—RF

~NAB=+H +=-A=+—H

RMB’000 RMB’000

AR®T R AREFTT

0-30 days TE=+H 126,233 103,291
31-60 days =+—=Z=Xx+H 14,387 11,438
61-90 days ANT—EZATA 10,392 9,992
Over 90 days A+BEUE 15,856 27,732
166,868 152,453

Included in trade and other receivables is an amount due
from non-controlling interest of RMB200,000 (31 December
2015: RMB4,335,000). No impairment has been made to

receivables from non-controlling interests.

China Starch Holdings Limited Interim Report 2016
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Notes to the Condensed Consolidated Interim Financial Statements
f5 BA & {# op HA B} #5 ¥k R T 5

10. TRADE AND OTHER RECEIVABLES (Continued) 10. ESRHMEWR &)
(b) Bank acceptance bills (b) MITERIRE
30 June 31 December
2016 2015
—EB-RF —E-RF
AA=+AE +=A=+-H
RMB’000 RMB'000

AR®TR ARBTT

Endorsed bills BEZE 134,903 126,621

Bills on hand FHEERE 29,993 67,904

164,896 194,525
The bank acceptance bills are normally with maturity RITHE N E R —REHBERA—AN\TH
period of 180 days (31 December 2015: 180 days). There (ZE—RF+ZA=+—H:—BAT
is no recent history of default on bank acceptance bills. H) o $RITACH B BN 88 2040 8% o
As at 30 June 2016, bank acceptance bills of approximately RZZE-—RESNA=ZTH HARE
RMB5,916,000 (31 December 2015: RMB2,000,000) were 5916,000 (ZE—HF+=-_A=+—
pledged to banks for securing bills payables. B : AR¥2,000,0007T) K RTTHH EiE

EEATRIT (ERENERNIER-

11. SHARE CAPITAL 11. B

As at 30 June 2016 and 31 December 2015, the total number of RZE—ARNFAA=ZTARZZ—RF+=A
issued ordinary shares of the Company was 5,995,892,043. =+—H AR7FFHHF50995892,043% B #1T

hEBBERERAS —=—~ahggs 15



Notes to the Condensed Consolidated Interim Financial Statements
5 BA & {# op HA B ¥ ¥R R BT 5T

12.

16

TRADE AND OTHER PAYABLES 12. ESREMEMSRK
30 June 31 December
2016 2015
—B-KF —E—RF
ANA=+H +=ZA=+—H
RMB’000 RMB'000
ARET R AREFTT

Trade and bills payables Z RN R RENEE

0-60 days ZTEX1+H 61,764 149,000
61-90 days ANT—ZEZATA 6,053 16,456
Over 90 days A+BURE 27,337 26,026
95,154 191,482
Advances from customers BEER 162,552 112,486
Others HA 277214 266,194
534,920 570,162

As at 30 June 2016, bills payables were secured by bank
acceptance bills of approximately RMB5,916,000 (31
December 2015: RMB2,000,000) and pledged bank deposits of
RMBS5,500,000 (31 December 2015: RMB27,400,000).

Included in trade and other payables is an amount due to non-
controlling interests of RMB52,324,000 (31 December 2015:
RMB96,142,000).

China Starch Holdings Limited Interim Report 2016
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Notes to the Condensed Consolidated Interim Financial Statements
5 BA & {# op HA B} #5 ¥k R T 5

13. COMMITMENTS 13. &iE
At 30 June 2016, the Group’s commitments in respect of capital RZB-—RFEAAZTH FEEHRERHX
expenditures are as follows: EL BT -
30 June 31 December
2016 2015
—E—-RF e TS
ANA=+HA +=ZA=+—H
RMB’000 RMB’'000
ARBT ARBTIT
Authorised but not contracted for BEREERETL:
in respect of:
— Property, plant and equipment — W B R - 6,061
— Prepaid lease payments —FERNEER - 38,160
- 44,221
Contracted for but not provided for EHENEES: T
in respect of:
— Property, plant and equipment —ME B RRE 50,100 118,038
14. RELATED PARTY TRANSACTIONS 14. BEIRS
During the period, the Group entered into the following REAA REERBERI LA TERRS

significant transactions with the related parties:
(a) Transactions with related parties (a) EEEELETHRS

Six months ended 30 June
BEARAA=THLKEA

2016 2015
—F-RF —T—RF
RMB’000 RMB’000

AR®TR ARET T

Purchase of electricity and steam from EESZ & F
non-controlling interests BEEHMEKR 60,724 49,044
These transactions are conducted in accordance with their ZERDIBBESENENERET

respective contract prices.

hERMERERAS —T—~ahmns ]/



Notes to the Condensed Consolidated Interim Financial Statements
5 BA & {# op HA B ¥ ¥R R BT 5T

14. RELATED PARTY TRANSACTIONS (continued) 14. BERRS (&)
(b) Key management compensation (b) ETEEEEHRM

Six months ended 30 June
BEAA=THLKEA

2016 2015
—E-RF —E—hF
RMB’000 RMB’'000

ARBTR AREBTT

Short-term benefits R HAfE A 474 614
Retirement benefit scheme contributions iR /K 7@ K 5 24 5% 61 55
535 669
(c) Balances with a related party (c) EHBEEL 28
30 June 31 December
2016 2015
—E-RE —E-RF
ANA=+H +=-—A=+—8
RMB’000 RMB’000

ARBTR ARETT

Amount due from non-controlling interests & Y 3422 IS A% B 4% 25 Y 3UIA 200 4,335
Amount due to non-controlling interests &1~ FE5 PR AN B AE 25 Y FUIA (52,324) (96,142)
Balances are unsecured, interest-free and shall be settled EHRAEER 2B RERESENEER
in accordance with the respective credit terms. IEREE -

1 8 China Starch Holdings Limited Interim Report 2016



Management Discussion and Analysis

GENERAL REVIEW AND OUTLOOK

Review

The overall cornstarch market atmosphere in the first half of 2016 was
relatively stable as compared with the same period in the past year.
Since the Chinese government adjusted its national grain reserve
policy, leading to a higher degree of free and orderly corn kernel
market, a new competition landscape had been formed amongst
the corn-refinery industry in China. The domestic market prices of
cornstarch and its derivative products decreased at the same pace
as those of corn kernel during the period under review. In fact, such
decrease in domestic market prices constituted a positive factor for the
corn-refinery industry in China because it provided an opportunity for
domestic manufacturers of cornstarch and related products to retrieve
their competitive advantage in both the domestic market and export
sales in the long run.

During the period under review, revenue of the Group was
approximately RMB2,122,404,000 (2015: RMB2,000,697,000). Gross
profit increased by 11.3% to approximately RMB218,688,000 (2015:
RMB196,459,000), while gross profit margin was about 10.3% (2015:
9.8%). With the benefit of various positive factors to the Group’s
financial results, including the (i) substantial increase in sales volume
of fermented and downstream products and (ii) gain from disposal
of property, plant and equipment, net profit for the period increased
significantly by 34.8% to RMB97,872,000 (2015: RMB72,625,000).
Basic earnings per share of the Company was RMB0.0158 based
on weighted average number of 5,995,892,000 ordinary shares
(2015: RMB0.0118 per share based on weighted average number of
5,995,892,000 ordinary shares).

Outlook

We maintain a prudently optimistic outlook on the corn-refinery industry
in China for the second half of 2016. Due to the decrease in the
domestic market price of corn kernel, our fermented and downstream
products have become more competitive in the overseas market. In
addition, recovery of the domestic livestock farming and animal feed
industries has led to an increase in demand of raw materials for the
production of animal feeds, such as lysine and corn gluten meal, which
is expected to instigate positive impact on the corn-refinery industry in
China.

In the long run, the Group keeps upgrading our production efficiency
gradually on one hand. We are also committed to spending more
resources on developing new categories of niche cornstarch derivative
products and introducing them to the Group’s product profile on
the other hand. The management believes that these new products
could help us gain presence and penetrate into those niche markets
in China. Moreover, this product combination strategy, by balancing
our requirements of (i) economies of scale, (ii) profitability and (iii)
business development, is expected to strengthen the sustainability of
the Group’s business in the long run.
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SR @51 N Dl

BUSINESS ANALYSIS

The following chart shows the contribution of (i) upstream products and
(ii) fermented and downstream products to the Group'’s revenue for the
six months ended 30 June 2016 and 2015 respectively:

L ki
TEBR()LFESR  R)BBR THERSSHE
EEBE T AFR-T-BEFAAZTALEA
fBA KA ER :

2016 2015
=F-—A"F T 1%

Upstream products
AR @ 709% @ 77.9%

Fermented and
downstream products

BN TS © 291% () 22.1%
Upstream products EHEM
For the six months ended 30 June BEANA=1THIAEA 2016 2015

—E—REF —E—AF
RMB’000 RMB’'000
ARBTR ARBTT

Revenue WA
Gross profit EH
Gross profit margin F =

1,504,814 1,658,206
112,606 121,750
7.5% 7.8%

Upstream products represent cornstarch and ancillary corn-refined
products, which have a variety of application potentials depending on
our customers’ industry sectors. Revenue of this business segment
decreased slightly by 3.4% to approximately RMB1,504,814,000
(2015: RMB1,558,206,000). During the period under review, the price
movements of cornstarch and corn kernel (the major raw material
of cornstarch) were at the same pace. The average selling price of
cornstarch for the first half of 2016 was approximately RMB1,932
(2015: RMB2,532) per tonne. Sales volume of cornstarch for the
period under review was approximately 550,395 tonnes (2015:
448,750 tonnes). An increase of sales volume was mainly attributable
to an advancement of production technique and a reorganisation of
production lines in our Linging production site.
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Cornstarch selling price movement (net of value-added tax)
EXRBROEERE (NREER)

RMB/Tonne 3,000

N
L
2,500 LY eewm
2,000 .\-
1,500
QA E—F QRFEZF QE=F UFENFE QEF QFE=F
2015 == —HF 2016 —Z—K<F
Fermented and downstream products BERTHEER
For the six months ended 30 June BEXNA=1THIAXEA 2016 2015
—E—RE —ZE—AE
RMB’000 RMB’000
ARET T AREEFTT
Revenue WA
— Lysine - Rk 374,890 228,734
— Starch-based sweetener — B hE 129,186 106,923
— Modified starch — B 99,678 106,650
— Others — HAb 13,836 184
Total st 617,590 442,491
Gross profit EF 106,082 74,709
Gross profit margin ek 17.2% 16.9%

Fermented and downstream products consist of lysine, starch-based
sweetener, modified starch and other fermented products derived from
cornstarch, such as D-lactic acid, the applications of which are pre-
determined by customers at the time of placing orders, as well as other
services. Total revenue of this business segment was approximately
RMB617,590,000 (2015: RMB442,491,000), representing an increase
of 39.6%. Such increase was mainly attributable to the increase in
sales volume during the period under review.

Sales performance of lysine products benefited from the recovery
of the domestic animal feed market and our strengthened inventory
control. The average selling price of lysine products was approximately
RMB5,341 (2015: RMB6,247) per tonne, while the sales volume
increased substantially to 70,193 tonnes (2015: 36,615 tonnes), or by
91.7%.
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Revenue of starch-based sweetener recorded a substantial increase to
RMB129,186,000 (2015: RMB106,923,000). Such increase was mainly
attributable to an increase in market demand from domestic breweries.

Revenue of modified starch decreased by 6.5% to approximately
RMB99,678,000 (2015: RMB106,650,000). Such decrease in sales
of modified starch was mainly attributable to a decrease in average
selling price during the period under review.

Cost of sales and gross profit margin

The major cost components mainly consisted of corn kernel and
utilities expenses. During the period under review, domestic corn
kernel price was mainly affected by the excessive corn kernel supply
resulted from the release of national grain reserve. The average corn
kernel price was approximately RMB1,536 (2015: RMB1,995) per
tonne. Corn kernel prices moved downward in the first quarter of the
year and started to increase in the second quarter of the year. It is
expected that corn kernel prices will maintain at a higher level until the
end of the third quarter of the year.

R FEUWR A KIRIZINE A R#129,186,0007T (=&
—HE: AR¥106,923,0007T) - WA MEEZHRP
BREEENTHEER EF-
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2016 2015

—E-XE —T—AF
Corn kernel
FARHL @®3822% @ 86.0%
Utilities expenses
UNZESS75 © 76% O 56%
Others
EAh ©102% © 84%

The Group's gross profit margin increased slightly from 9.8% to 10.3%
during the period under review. The increase in gross profit margin was
mainly due to (i) the decrease in the cost of corn kernel and (ii) the
change of product mix.
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REVIEW OF OTHER OPERATIONS

Other incomes and gains

The Group recorded a substantial increase in other income and gains
during the period under review. The increase was mainly attributable to
a gain on disposal of property, plant and equipment of approximately
RMB5,333,000 (2015: a loss of approximately RMB9,242,000). In
addition, the Group also recorded a fair value gain on futures contracts
of approximately RMB5,236,000 for the period under review (2015: nil).

HUMAN RESOURCES AND REMUNERATION POLICIES

As at 30 June 2016, the Group had 2,178 (2015: 2,209) full time staff.
Total staff costs, including directors’ emoluments, for the six months
ended 30 June 2016 were approximately RMB71,614,000 (2015:
RMB63,233,000). The Company’s remuneration policy and share
option scheme remained unchanged from information disclosed in our
2015 Annual Report. As at 30 June 2016, no share options had been
granted under the Company’s share option scheme.

FINANCIAL REVIEW

Liquidity, financial resources and capital structure

The key financial ratios of the Group for the six months ended 30
June 2016 and the year ended 31 December 2015 respectively are
summarised as follows:
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30 June 31 December

2016 2015
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Borrowings (RMB’000) BR(AREBTT) 4,432 99,432

Repayable: BiE:

— within one year ——FR 2,881 97,436

— over one year —ilBBE—F 1,551 1,996

Debtors turnover (days) FEW AR FREE (K0 28 28

Creditors turnover (days) FEfTRRFREE (K80 14 14

Inventories turnover (days) FEBEE (RE) 24 22

Current ratio MBI = 2.2 1.7

Quick ratio REpLL = 1.7 1.4

Gearing ratio — borrowings to total assets EREE — BRGRUBEE 0.2% 3.5%
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As at 30 June 2016, the Group did not have any bank borrowings (31
December 2015: RMB95,000,000) and the total available and undrawn
banking facilities was approximately RMB1,235 million. The bank
borrowings for the period under review had carried interest at fixed
rates before they were fully repaid.

The Group’s borrowings as at 30 June 2016 represented an unsecured
and interest-free government loan of approximately RMB4,432,000 (31
December 2015: RMB4,432,000). The Group’s borrowings, cash and
cash equivalents were mostly denominated in Renminbi.

The Directors are of the opinion that the working capital available to the
Group is sufficient for its present requirements.

Finance expenses

A significant decrease of 76.5% in finance expenses to approximately
RMB1,586,000 (2015: RMB6,758,000) was mainly attributable to the
early repayment of bank borrowings and the reduction of interest rate
for the period under review.

Pledge of assets

As at 30 June 2016, bills payables were secured by bank acceptance
bills and bank deposits in the amounts of RMB5,916,000 and
RMB5,500,000 respectively. The Group did not pledge any leasehold
land and building to secure banking facilities as at 30 June 2016.

Contingent liabilities
The Group did not have any significant contingent liabilities as at 30
June 2016.

Financial management, treasury policy and foreign
currency exposure

Save as disclosed above, the Group’s financial management, funding
and treasury policy and foreign currency exposure had not changed
materially from the information disclosed in our 2015 Annual Report.
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Disclosure of Additional Information

INTERIM DIVIDEND

The Board does not recommend the payment of interim dividend for
the six months ended 30 June 2016 (2015: nil).

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS

As at 30 June 2016, the interests and short positions of the Directors
and the chief executive of the Company in the shares, underlying
shares or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (Chapter 571 of the Laws of Hong Kong) (the
“SFO”") as recorded in the register kept by the Company pursuant
to Section 352 of the SFO or as otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
contained in the Listing Rules, were as follows:

Hth S RIA0RE

FHIR R
EEGYTRARBE T AFAAZTELRN
BARETHRE (Z2—AF &) -

EERTETHAENESR
RZE—RNRENAZTH EERARAETETH
ABRAR R SHHEAMEEER (T&EREEEDSE
571;*7%&,3}11%{%1% ([EHREERA]) EXVED

D)  BEARGD REFT  EEREBEES RS
BAIRPIEI621{RBLHFEN AR FIFENELCMARR
BETRAMEN ETBRTASEFETESFRXHN
FESFA ([ELESPRID BRITTHE AR E LB
KRR AR IT

The Company/ Capacity/nature Number and class of Percentage of

Name of Director associated corporation of interest securities held (note 1) shareholding

ERERL

B AR/ HBEE 5/ EutE FEEFHARER (1) BA

Mr. Tian Qixiang The Company Interest in a controlled 3,705,385,194 ordinary shares 61.79%
(“Mr. Tian") VNS corporation of HK$0.1 each (L) (note 2)
BA#LE(AEE]) REtiEE S 3,705,385,1941%
BREBCVETHTRMR(L) (F2)

Merry Boom Group Limited Beneficial owner 131 ordinary shares of US$1 each (L) 54.58%
REEEFRAR EREBA 1B3IREREEIETHZBRL)

Mr. Gao Shijun Merry Boom Group Limited Beneficial owner 60 ordinary shares of US$1 each (L) 25.00%
BttEEE REEEFRRA ERBEBA 6O GREEIETALBRL)

Mr. Yu Yingquan Merry Boom Group Limited Beneficial owner 1 ordinary share of US$1 each (L) 0.42%
TEREE REZEFRAR BERBEAA 1REREEIETOLBR(L)

Notes: B

(1M

The letter “L” 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.

Save as disclosed above, as at 30 June 2016, 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.
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INTERESTS OF THE SUBSTANTIAL SHAREHOLDERS AND
OTHER PERSONS

As at 30 June 2016, so far as is 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:

FTERREEMATHNER
R-Z—AFAA=Z+H BEFHA BREES

KRS G PIFE336IRA N EIRIFEMN B LML
ATAL (EERARBEETRABRINRELR
ARMD AR D P EEERIORR

Percentage of

Capacity/nature Number of shares/ issued share capital

Name of shareholder of interest underlying shares (note 1) (note 5)
HERTRETDL

RERE M 5 EEiE 1, MEERGEE (M) (M$3E5)
Merry Boom Group Limited Beneficial owner 3,705,385,194 (L) 61.79% (note 2)
IREEEBR AR BEnEA A (MizE2)
Victory Investment China Group  Beneficial owner 292,000,000 (L) 6.52% (note 3, 4)
Limited (“VICGL") EmEEA (M3 - 4)

Person having a
security interest in shares

REDFHEREEZNHA

Wang Ruiyun Interest in a controlled
FiRE corporation (VICGL)
HirhEE R (VICGL)

99,000,000 (L)

391,000,000 (L) 6.52% (note 3)
(FF3E3)

Notes:
(1) The letter “L” denotes the long position in the shares of the Company.

(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’s Interests” above.

(3) In accordance with the corporate and individual substantial shareholder
notices of VICGL and Wang Ruiyun 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".

(5) The percentage of shareholding is calculated on the basis of
5,995,892,043 shares in issue as at 30 June 2016.
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Disclosure of Additional Information

INTERESTS OF THE SUBSTANTIAL SHAREHOLDERS AND
OTHER PERSONS (continued)

Save as disclosed above, as at 30 June 2016, there were no any other
persons (other than the Directors and chief executives of Company)
who had interests or short positions 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 for the share option scheme of the Company adopted on 5
September 2007, at no time during the period under review 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 period
under review.

CORPORATE GOVERNANCE

During the six months ended 30 June 2016, the Company had
complied with the applicable code provisions as set out in the
Corporate Governance Code contained in Appendix 14 to the Listing
Rules and had applied the principles as laid down with the aim of
achieving a high level of governance, except that Mr. Tian Qixiang (the
chairman of the Board) and Mr. Yue Kwai Wa, Ken (the chairman of the
audit committee of the Board (the “Audit Committee”)) did not attend
the 2016 annual general meeting because of their other business
engagement.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted its own Securities Dealing Code (the
“Dealing Code”) on terms no less exacting than the Model Code. The
Dealing Code applies to all Directors and to all employees who have
received it and are informed that they are subject to its provisions.
Having made specific enquiry, all Directors confirmed to the Company
that they had complied with the required standard set out in the
Dealing Code throughout the period under review.
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CHANGE OF INFORMATION OF DIRECTORS

Pursuant to Rule 13.51B(1) of the Listing Rules, the changes in
information of the following Directors subsequent to the date of the
2015 Annual Report are set out below:

Mr. Gao Shijun, an executive Director and the Chief Executive
Officer of the Company, subsequent to completing his term
of appointment as a vice-president of China Starch Industry
Association (the “CSIA”), has been appointed as the permanent
vice-president of CSIA for a term from June 2016 to May 2021.

Mr. Sun Mingdao, an independent non-executive Director,
subsequent to completing his terms of appointment as the
chief secretary and a deputy supervisor of the Professionals
Committee of CSIA, has been appointed as the permanent
deputy chief secretary of CSIA for a term from June 2016 to May
2021. He has also been appointed as a deputy supervisor of the
Expert Committee of CSIA.

AUDIT COMMITTEE

The Audit Committee comprises all independent non-executive
Directors. The Audit Committee has reviewed and discussed with
the management of the Company the unaudited consolidated interim
results for the six months ended 30 June 2016.

By Order of the Board
Tian Qixiang
Chairman

Shouguang, The People’s Republic of China, 19 August 2016
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China Starch Holdings Limited
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Suite 3312, Tower 1, Times Square
1 Matheson Street, Causeway Bay, Hong Kong
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