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Report on Review of Interim Financial Information
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TO THE BOARD OF DIRECTORS OF CHINA STARCH HOLDINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

SHINEWING (HK) CPA Limited &R P HI(F HE)
43/F., Lee Garden One
33 Hysan Avenue

Causeway Bay, Hong Kong

7k E
A THE 335

Introduction

We have reviewed the condensed consolidated financial statements of China
Starch Holdings Limited (the “Company”) and its subsidiaries set out on pages
5 to 19, which comprise the condensed consolidated statement of financial
position as of 30 June 2017 and the related condensed consolidated statement
of profit or loss and other comprehensive income, statement of changes in equity
and statement of cash flows for the six-month period then ended, and other
explanatory notes.

The Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited require the preparation of a report on interim financial information to
be in compliance with the relevant provisions thereof and Hong Kong Accounting
Standard 34 “Interim Financial Reporting” (“HKAS 34”) issued by the Hong
Kong Institute of Certified Public Accountants (the “HKICPA”). The directors
of the Company are responsible for the preparation and presentation of these
condensed consolidated financial statements in accordance with HKAS 34.

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

Scope of Review

We conducted our review in accordance with Hong Kong Standard on Review
Engagements 2410 “Review of Interim Financial Information Performed by the
Independent Auditor of the Entity” issued by the HKICPA. A review of these
condensed consolidated financial statements consists of making inquiries,
primarily of persons responsible for financial and accounting matters, and
applying analytical and other review procedures. A review is substantially less
in scope than an audit conducted in accordance with Hong Kong Standards
on Auditing and consequently does not enable us to obtain assurance that we
would become aware of all significant matters that might be identified in an audit.
Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe
that the condensed consolidated financial statements are not prepared, in all
material respects, in accordance with HKAS 34.

SHINEWING (HK) CPA LIMITED
Certified Public Accountants

Kwan Chi Fung

Practising Certificate Number: P06614

Hong Kong
16 August 2017
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income
WG TR R EMFEE W am

(Unaudited)
Six months ended 30 June

(RBER)
BZEAA=1tHILAMEA
2017 2016
—E—+tF
RMB’000 RMB’000
AR¥T AREFIT
((RESEETe))
(&%)
Revenue WA 38 2,292,493 2,122,404
Cost of sales HERK A (1,994,359) (1,903,716)
Gross profit EF 298,134 218,688
Distribution expenses DIHER (45,981) (48,631)
Administrative expenses THRER (60,048) (60,862)
Other gains and losses E bl zs K 518 4 75,919 16,916
Operating profit KR 268,024 126,111
Finance income BB A 11,125 8,210
Finance expenses REEMA (113) (1,586)
Profit before income tax B P15 24 B F)E 5 279,036 132,735
Income tax expenses FrS iz 6 (73,568) (34,863)
Profit and total comprehensive income BRI R AR A s a5
for the period 205,468 97,872
Attributable to: LATR & IR e -
Owners of the Company ViN/NETE 2 =N 203,541 94,829
Non-controlling interests FEAE AR AR R A 25 1,927 3,043
205,468 97,872
Basic and diluted earnings per share (RMB) &R EA K #EZEF| (ARE) 7 0.0339 0.0158
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Condensed Consolidated Statement of Financial Position

MRS HI AR K

30 June 31 December

2017 2016
—E—tF —E—RF
RA=+H +=ZA=+—H
RMB’000 RMB’000
ARET T AREFTT
(Unaudited) (Audited)
(RBEZ) (feE%)
ASSETS BE
Non-current assets FRBEE
Property, plant and equipment M - WE k&R 9 1,159,130 1,230,397
Prepaid lease payments FERAER 9 208,030 210,474
Other asset Hih&E - 20,830
Deferred tax assets FRER IR E B 5,888 7,369
Total non-current assets FARBEELE 1,373,048 1,469,070
Current assets REBEE
Inventories A 285,590 213,885
Trade and other receivables H 5 K& HAtn ek 10 428,019 336,545
Financial assets at fair value BAFEFABENSREE
through profit or loss - 19
Pledged bank deposits BRI TIF X 2,514 1,063
Fixed deposits with maturity period =18 A A LEBfFR
over three months 360,000 390,000
Cash and cash equivalents ReMREEEY 601,386 493,810
Total current assets REBEEHE 1,677,509 1,435,322
Total assets BEHAE 3,050,557 2,904,392

CHINA STARCH HOLDINGS LIMITED MIERRE R AR




Condensed Consolidated Statement of Financial Position

e ot B &

30 June 31 December
2017 2016
—B—tF AN
~NB=+H +=ZA=+—H
RMB’000 RMB’000
ARET T ARETIT
(Unaudited) (Audited)
(RBER) (e®iz)
EQUITY R
Equity attributable to owners of AABEE AELER
the Company
Share capital f& A 11 532,656 532,656
Other reserves H b 379,865 419,205
Retained earnings 1REE & F 1,518,356 1,314,815
2,430,877 2,266,676
Non-controlling interests IR AR R 2 37,553 35,626
Total equity BxmE 2,468,430 2,302,302
LIABILITIES afE
Non-current liabilities FEREBEE
Borrowings & 665 1,110
Deferred income FEFEUA 32,599 33,543
Deferred tax liabilities EETHIBEE 1,000 1,000
Total non-current liabilities FRBEEHEE 34,264 35,653
Current liabilities REBEE
Trade and other payables B 5 R EMPERR 12 465,588 496,239
Income tax payable FERTFRTEHE 52,233 40,601
Borrowings BN 3,767 3,322
Employee housing deposits BIFERES 26,275 26,275
Total current liabilities BB EEEE 547,863 566,437
Total liabilities EEHE 582,127 602,090
Total equity and liabilities EnkaEes 3,050,557 2,904,392
INTERIM REPORT 2017 —E—tFhEAERE 7




Condensed Consolidated Statement of Changes in Equity

B A GHR R B R

Attributable to owners of the Company
AAFHANEL
Non-
Share Share  Special Capital Statutory  Retained controlling Total

capital premium  reserve  reserve  reserve earnings Total interests equity
FER

Rx  ROEE HHEE E4REE  iERE  EEEA ax RREE ERAR

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB'000  RMB'000

ARETT ARETR ARETR ARETR ARETR ARETR ARETR ARETR ARETR

At 1 January 2016 RZZE-/~E—-f—-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 BRI EREA R EE
income for the period - - - - - 94,829 94,829 3,043 97,872
Transfer to statutory reserve YN - - = = 248 (248) - = -
At 30 June 2016 (unaudited) RZZ-~ERA=1H
(REEEE) 532,656 137,424 27,080 56,196 175,307 1,219,160 2,147,823 33,132 2,180,955
At 1 January 2017 R=F—tF—-f—-A 532,656 137,424 27,080 56,196 198,505 1,314,815 2,266,676 35,626 2,302,302
Profit and total comprehensive HRFEREANEEE - - - - - 203541 203,541 1,927 205,468
income for the period
2016 final dividend —2-RERBRE - (39,340) - - - - (39,340) - (39,340)
At 30 June 2017 (unaudited) T—+E/~A=1H
H—i&%ﬁ) 532,656 98,084 27,080 56,196 198,505 1,518,356 2,430,877 37553 2,468,430

CHINA STARCH HOLDINGS LIMITED H MERER AR




Condensed Consolidated Statement of Cash Flows
MEEHEERER

(Unaudited)
Six months ended 30 June

(RBER)
BZEAA=1tHILAMEA
2017 2016
—=—+tF
RMB’000 RMB’000
AR¥T AREFIT
Net cash generated from RS EBEENRS TR
operating activities 166,867 994
Net cash used in investing activities REZEEANRSIFE (19,838) (66,302)
Net cash used in RE REE AR ST
financing activities (39,453) (96,587)
Net increase/(decrease) in cash Re MBSEBYIEM ORd) FaE
and cash equivalent 107,576 (161,895)
Cash and cash equivalents at 1 January R—A—BRR e RReEEY 493,810 298,075
Cash and cash equivalents at 30 June RANA=+tHNRERREEZEEY 601,386 136,180
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Notes to the Condensed Consolidated Interim Financial Statements

BEERS

10

Ft AR BRI B SRR B Rt

Basis of preparation

The 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 2017 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 (“HKAS”) 34 “Interim Financial Reporting” issued by the
Hong Kong Institute of Certified Public Accountants (“HKICPA”). The
condensed consolidated interim financial statements have been prepared
in accordance with the same accounting policies adopted in the audited
financial statements for the year ended 31 December 2016 (the “2016
Financial Statements”), except for the accounting policy changes that
are expected to be reflected in the 2017 annual financial statements.
The condensed consolidated interim financial statements should be
read in conjunction with the 2016 Financial Statements, which have been
prepared in accordance with Hong Kong Financial Reporting Standards
(“HKFRS”).

These condensed consolidated interim financial statements are
presented in Renminbi (“RMB”), unless otherwise stated. The condensed
consolidated interim financial statements have been prepared on the
historical basis except for financial assets at fair value through profit or
loss.

Changes in accounting policies

HKICPA has issued the following amendments to standards and
interpretations that are first effective for the current accounting period:

o Amendments to HKAS 7, Disclosure Initiative
o Amendments to HKAS 12, Recognition of Deferred Tax Assets for
Unrealised Losses

° Amendments to HKFRS 12, Clarification of the Scope of the
Standard

These amendments do not have a material impact on the Group’s
condensed consolidated interim financial statements.

The Group has not applied any new standard or interpretation that is not
yet effective for the current accounting period.
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Notes to the Condensed Consolidated Interim Financial Statements

B & Gf R BB 7% R R BT =

]

3.

Segment information

3. oHEHR

Fermented and

Upstream downstream
products products Total

BEBR
LHER THRER &t
RMB’000 RMB’000 RMB’000
ARETR AR% T AR¥ T

2017 —E—+F

Sales to external customers RSNREFHE 1,548,808 743,685 2,292,493
Inter-segment sales DEBEEE 94,759 1,940 96,699
Reportable segment results AREDDEE 103,472 183,526 286,998
Unallocated income P ON 74,534
Unallocated expenses KOS (93,508)
Finance income BMEMA 11,125
Finance expenses BMEE M (113)
Profit before income tax Br P S #0778 279,036

Included in unallocated income is a subsidy provided by the local
government for the compensation of losses incurred during the relocation
of the old production plant in Shouguang of RMB68,940,000.

KoRKRABE T BFREREIEAR
# 68,940,000 7T * Ty AEREESLIRE
ELEREHEELNEE -

Fermented and

Upstream downstream
products products Total

BER
EhER THER G
RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT

2016 (Restated) ZE—REF (&)

Sales to external customers RS REFHE 1,504,814 617,590 2,122,404
Inter-segment sales D EPEHEE 65,641 4,797 70,438
Reportable segment results AHREDDEE 117,842 98,750 216,592
Unallocated income RABUA 12,059
Unallocated expenses AHOEERE (102,540)
Finance income BE WA 8,210
Finance expenses BMEE M (1,586)
Profit before income tax BRET 1S5 A1 132,735

INTERIM REPORT 2017
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Notes to the Condensed Consolidated Interim Financial Statements

IR A oF o FA T 5 sk B o

b

4.  Other gains and losses Httm kg8

Six months ended 30 June
BEARA=tHLA<MEA

2017 2016
—E—+tHF T—RF
RMB’000 RMB’000
AR®TT ARBFT
(Restated)
(E351)
Government grants (note) BT BN (FfdaE) 75,072 4,123
Amortisation of government grants R T 478 B ) 8 6 944 944
Net fair value (loss)/gain on financial BAFEFABSNESHEE
assets at fair value through profit or loss BAF(E (BR) et FaE (356) 5,236
(Loss)/gain on disposal of property, HEWE  BERREZ
plant and equipment (E518) Wz (2,875) 5,333
Others Hth 3,774 1,290
Net foreign exchange loss INEBBFHE (640) (10)
75,919 16,916
Note: sk :
During the six months ended 30 June 2017, the government grants mainly BE-ZT—tFANA=+BHLE<EA BF
represented a subsidy of approximately RMB74,170,000 provided by the local B ETERAMTERARENEROARE
government for the compensation of losses incurred during the relocation of the 74,170,0007C * AEHEERLREELE
old production plant in Shouguang. During the six months ended 30 June 2016, the BEHEEENBL - HE-T-—RFRA=T
government grants mainly represented subsidies of approximately RMB3,500,000 BIEAEA - BT = Zis 7 BUR 5t (B
from local government for, inter alia, supporting the use of new and advance B XFERAERNRMBEENEZHEOARE
technology. 3,500,0007T °
5.  Profit before income tax 5.  BRETSHAIRE
Profit before income tax is arrived at after charging: BRPTSTRATFE 2 HIBR A T &8 -

Six months ended 30 June
BEAA=TRHLEAREA

2017 2016
—E—+tHF —T—RF
RMB’000 RMB’000
ARET T ARBT T
Employee benefits expenses RERANFALZ (BREESHE)
(including directors’ emoluments) 73,355 71,614
Depreciation of property, plant M - BEREETE
and equipment 91,623 73,214
Amortisation of prepaid lease payments SEAREiE=6 0k 5] 2,444 3,137
Research and development expenses 7 kAR ()
(note) 7,371 3,778
Note: Bt 5E
Research and development expenses include staff costs of employees in the HRELKHAEHT DEREHEEZEIRE @ I
Research and Development Department, which are included in the employee BEEtAERAKBEZEERAMAE -

benefits expenses as disclosed above.

12  CHINA STARCH HOLDINGS LIMITED  $ERpZERAERAR




Notes to the Condensed Consolidated Interim Financial Statements

1 RA & OF R BRI A5 s ok B ot

6. Income tax expenses 6. Fri8Hix i

Six months ended 30 June
BZEAA=1THLAEA

2017 2016
—E-+tF —E—RF
RMB’000 RMB’000
ARET T AREEFIT
Current income tax BVERFR1S T
- The People’s Republic of China - HREARIEME (THE])
(the “PRC”) Enterprise Income Tax EMEH ([DEMEFR])
(“EIT”) 71,955 26,777
— Under/(over)-provision in prior years - BAFEERETR (BEEE) 132 (3,206)
Deferred tax EIER IR 1,481 11,292
73,568 34,863
The Group’s major business is in the PRC. Under the law of the PRC AEEBZEEZEBRPBEET - BIEFR
on EIT and its Implementation Regulation, the tax rate of the PRC B EMEEMENEZ ZERALEEMA
subsidiaries is 25% for both periods. B - BB AR AMESRE 2B EEA
25% °
No provision for Hong Kong Profits Tax has been made as the Group RSB A E B M & EA A I S
entities’ profit neither arose in nor was derived from Hong Kong during P EE S REVRIE - B B BB RS R
both periods. VEHI B -
7 Earnings per share 7 BREF
The calculation of basic earnings per share for the six months ended BHE_ZT—+tFA=THLERNEAANSE
30 June 2017 is based on earnings of RMB203,541,000 (2016: AR E 7R 227 Thi R 2 I A R ¥ 203,541,000
RMB94,829,000) and on the weighted average number of 5,995,892,000 TL(ZZ—7RF : AR 94,829, 0007_1))32
ordinary shares (2016: 5,995,892,000 ordinary shares) in issue. INFE 5 A% 20 5,995,892,000 Ak B 31T & 3
% (ZZ—754 : 5,995,892,000 % & i@k )
ECE
No diluted earnings per share has been presented because no dilutive HREBEE-T—tEFRZFT—~F~A
potential ordinary shares exist for both six months ended 30 June 2017 =+HRIENEAASEABEE TR ENY
and 2016. AR - RIEZ|GIREERA -
8. Dividends 8. ;30
The Board does not recommend the payment of an interim dividend for EEETERRBE_T—+F A=
the six months ended 30 June 2017 (2016: nil). HIEARERREFBHRE(ZT—RF:
) o
A final dividend of HK0.75 cents per share for the year ended 31 HE T R"E+-A=1T—HILFED
December 2016 has been approved at the annual general meeting of the RER B FIRO.75BINERARFR =T
Company held on 16 May 2017, and has been paid in June 2017. —tFRATAARITHRRRAFAS L

g - WERZT—+FRAIRM ©

INTERIM REPORT 2017 ~ —Z—+Fchiisge 3




Notes to the Condensed Consolidated Interim Financial Statements

IR A oF o FA T 5 sk B o

9. Movements in property, plant and equipment and

prepaid lease payments

Net book value:

MR FHE ¢

9.

ME- BERRERASHER

N2 E

Property,
plant and
equipment
M- BER

KRB
RMB’000
ARETT

Prepaid lease
payments

ANEER
RMB’000
AR¥TT

At 1 January 2017 RZE—tF—H—H 1,230,397 210,474

Additions NE 29,717 -

Disposals HE (9,361) -

Depreciation and amortisations Yre Ry (91,623) (2,444)

At 30 June 2017 RZZE—tFA=+H 1,159,130 208,030
10. Trade and other receivables 10. EZRHEMERK

30 June 31 December

2017 2016

—E—+tF —T—RF

ANA=+B +=—A=+—H

RMB’000 RMB’000

AR®TT ARBT T

Trade receivables =) e 171,657 147,678

Less: Provision for impairment of B B REEURE R

trade receivables (9,630) (9,630)
162,027 138,048

Bank acceptance bills SRITHAH IR 197,259 145,995
Other receivables HAh IR 3,638 24,222
Loans and receivables B R EWR 362,924 308,265
Prepayment and other tax receivables TR R H A E UL B IR 65,095 28,280
428,019 336,545

14 CHINA STARCH HOLDINGS LIMITED
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Notes to the Condensed Consolidated Interim Financial Statements

1 RA & OF R BRI A5 s ok B ot

10. Trade and other receivables (Continued)

(a)

Trade receivables
The Group normally grants credit period ranging from 0 to 120
days (31 December 2016: 0 to 120 days) to customers.

An ageing analysis of trade receivables based on the invoice date
and net of provision for impairment of trade receivables at the end
of the reporting period is shown as follows:

10.

BEZ REMBBWRR 2

(a)

g 5 WK

AEE-—MGETEFNEEHA
TE—FA_FTH(CZCE—R"F+=
A=+—R:FE-B=+A)F

o

48

AT RRBERR - &5 R
RIFHRE BB RN E 5 B UK
IERBEBRNRR DT

30 June 31 December
2017 2016

—=—+tF
ARA=tH +ZA=+—H
RMB’000 RMB’000
AR¥T T ARETTT
0-30 days TE=1H 144,901 120,931
31-60 days =+—=Z=x+H 11,592 10,295
61-90 days ANT—ZNTH 4,862 5,494
Over 90 days NTBHUE 672 1,328
162,027 138,048

Included in trade and other receivables is an amount due from
non-controlling interest of RMB960,000 (31 December 2016:
RMB8,221,000) (note 13(iii)). No impairment has been made to
receivables from non-controlling interests.

INTERIM REPORT 2017
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Notes to the Condensed Consolidated Interim Financial Statements
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10. Trade and other receivables (Continued) 10. EZRHMEWR @)
(b) Bank acceptance bills (b) SRITARFHFERE

30 June 31 December

2017 2016
—E—+tHF T—RF
RAB=tH +ZA=+—H
RMB’000 RMB’000
AR®T R ARETT
Endorsed bills BERE 96,159 127,413
Bills on hand FHEER 101,100 18,582
197,259 145,995
The bank acceptance bills are normally with maturity period of RITEREEZRE -—RINBAER R
180 days (31 December 2016: 180 days). There is no recent —BN+TBE(ZE—A"F+=A
history of default on bank acceptance bills. =+—H:—BABNATRH) - RITH
REBIATEENLE -
As at 30 June 2017, bank acceptance bills of approximately RZZE—LFRA=TH  HAR
RMB3,700,000 (31 December 2016: RMB2,624,000) were pledged #3,700,000L( =T —RF+=
to banks for securing bills payables. A=+—H: AR%2,624,0007T)
IRTTARR ZBREERTIRIT - F
RENERNER -
11.  Share capital 1. BR

F—tFAASHAR=E—AFT=
+—HB ' ANARHE5995892,043 %

As at 30 June 2017 and 31 December 2016, the total number of issued i
ordinary shares of the Company was 5,995,892,043. A
E
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Notes to the Condensed Consolidated Interim Financial Statements

]

12.

B & Gf R BB 7% R R BT =

Trade and other payables 12. EZRHEMEMNRK
30 June 31 December
2017 2016
—=—+tF T —RF
AA=+HB +=-A=+—H
RMB’000 RMB’000
ARET AREFIT
Trade and bills payables B I RNRRENERE 166,854 173,931
Advances from customers BEBR 182,093 162,376
Others (note) EAth (PaE) 116,641 159,932
465,588 496,239

Note: MisE -

Others mainly represent payables for construction and equipment, accrued
expenses, payroll and welfare payable, deposits from contractors and other tax
payables.

Included in trade and bills payables is an amount due to non-controlling
interests of RMB74,751,000 (31 December 2016: RMB63,618,000) (note
13(iii)).

As at 30 June 2017, bills payables are secured by bank acceptance bills
of RMB3,700,000 (31 December 2016: RMB2,624,000) and pledged bank
deposits of RMB2,514,000 (31 December 2016: RMB1,063,000).

The following is the ageing analysis for the trade and bills payables

based on the invoice date at the end of the reporting period:

Hih T ZERBERREZENFR - BT
X - BNFHEREN  AASRHERZEERE
o e BEIR o

BoRNARENERBIEREMNIEE

% A% 3R #E &= 318 A R ¥ 74,751,000 T
ZE-RFETZA=1+—B: AR%

63,618,000 7T.) (i 7k 13(iii) ) °

R_ZE—tEXNA=1H BNEHEH
Bl B8R 17 # K iR A R % 3,700,000 7T
ZE-RFETZA=+—HB: AR%
2,624,000) R B R ITF R AR
2,514,000 (ZE—~"F+=ZA=1+—
B : AR¥ 1,063,000 ) {EH#H -

UATERBRERR - BHRNAREMNER
EIREER B R DT -

30 June 31 December

2017 2016

—E—tF —E—RF

AA=+R +=ZA=+—H

RMB’000 RMB’000

AR¥T R ARETT

0 - 60 days Ly AN = 78,764 90,474
61-90 days 7% == L] 39,343 35,563
Over 90 days h+BHRE 48,747 47,894
166,854 173,931
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13. Related party transactions 13.

During the period, the Group entered into the following material related
parties transactions:

(i) Transactions with related parties

Purchase of electricity and steam EES G E TS
from non-controlling interests BEB NS

RELXS

REA REBEFTZATERBETR
5

(i) HAELETHRS

Six months ended 30 June
BZEAA=1THIELAMEA
2017 2016

—E—+tF —ET—RF
RMB’000 RMB’000
ARET T ARBT T

60,724

These transactions are conducted in accordance with their
respective contract prices.

(i) Key management compensation

(i) EEEEENRH

Six months ended 30 June
BEARA=tHLKMEA

2017 2016

—E—+tF —E—RF

RMB’000 RMB’000

AR® Tt ARBT T

Short-term benefits SHATE A 875 474
Retirement benefit scheme RREMFT B R

contributions 69 61

944 585

(iii) Balances with a related party

FE U S E 2R AR AR BR A 2 O X

Amount due from non-controlling

interests
Amount due to non-controlling JE AT 478 AR AR 594 2 ) FRIE
interests

(i) EERAER z &

30 June 31 December
2017 2016
—Z—+tF —ERF
AA=tH +ZA=+—H
RMB’000 RMB’000
ARBTT ARETIT

960 8,221

(74,751) (63,618)

Balances are unsecured, interest-free and shall be settled in
accordance with the respective credit terms.
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Notes to the Condensed Consolidated Interim Financial Statements
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14.

15.

Comparative figures

Certain comparative figures have been reclassified to conform to the
current period’s presentation. The reclassification had no financial effect
and included the grouping of foreign exchange difference in profit or
loss under the “other gains and losses” line item in the condensed
consolidated statement of profit or loss and other comprehensive income.

Authorisation for the issue of the condensed
consolidated interim financial statements

These unaudited condensed consolidated interim financial statements
were authorised for issue by the Company’s board of directors on 16
August 2017.

14.

15.

ERHF

ETHBRFEEN AR - UFA KRR
JSIE S EEM S AR AMRA SRR RE
s 2 TS KA O] Eo oM BB 1R AT

RERTHASHPPYBERR

EREEZEAEH PR BRRER
“EtFEN\ATARBEARAE=TER
BT
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Review

During the first half of 2017, the Group’s sales volume increased progressively.
Meanwhile, the corn kernel prices was affected by the suspension of temporary
grain reserve policy in China and has hovered at a low level since the second
half of last year, thus the market demand for corn-derivative products resumed
its growth. During the period under review, though market demand for upstream
products appeared to be stable, selling price and gross profit margin reduced
gradually. For fermented and downstream products, better gross profit was
recorded since the growth in the market supply was slowed down, and thereby
supporting the selling price of some products of the Group. The production and
sales volume of the Group still recorded a growth due to strict cost control and
improvement in production efficiency, accordingly, benefit grew significantly
during the first half of the year.

During the period under review, revenue of the Group increased by 8.0% to
approximately RMB2,292,493,000 (2016: RMB2,122,404,000). Gross profit
of the Group increased significantly by 36.3% to RMB298,134,000 (2016:
RMB218,688,000). Profit after taxation also increased significantly by 109.9%
to RMB205,468,000 (2016: RMB97,872,000). Basic earnings per share of the
Company was RMB0.0339 (2016: RMB0.0158) based on weighted average
number of 5,995,892,000 ordinary shares.

Outlook

We expect the market supply and demand will gradually resume to regular
competitive fluctuation in the second half of the year. The management is prudent
and optimistic about the performance for the second half of the year.

As disclosed in the announcement of the Company dated 5 July 2017, Shandong
Shouguang Juneng Golden Corn Development Co., Ltd.* (ILERE X EEE EKH
B AT]), an indirect wholly-owned subsidiary of the Company, established a
joint venture with Linging Deneng Bio Technology Limited* (F&/& & s £ WA R
7~x\]). The Group will actively participate in the preparation of the construction of
a production site with production plant and facilities. Disclosure will be made by
the Company in accordance with the relevant requirements under the applicable
Listing Rules when there is any new development and/or definitive proposal.

* Unofficial name for identification only
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Management Discussion and Analysis
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Business analysis

The following charts show the contribution of (i) upstream products and (ii)
fermented and downstream products to the Group’s revenue for the six months
ended 30 June 2017 and 2016:

Upstream products

For the six months ended 30 June

E Pk

TEBERG)LEHESR  R(i)EBRTHERYEAR
EEEE_T—tFR_T—ARFRNA=THLER
EAWAKERL

Upstream products
EHER

Fermented and downstream products
BERTHER

Revenue ON
Gross profit EF
Gross profit margin FEH=E

EHEmR
2017 2016
—Z2—tF L—=755F
RMB’000 RMB’000
ARETR ARBT T
1,548,808 1,504,814
103,828 112,606
6.7% 7.5%

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 increased slightly by 2.9% to approximately
RMB1,548,808,000 (2016: RMB1,504,814,000). As there were abundant
supply of cornstarch during the first half of year 2017, the average selling
price of cornstarch decreased significantly to approximately RMB1,769 (2016:
RMB1,932) per tonne. Sales volume of cornstarch for the period under review
was approximately 564,939 tonnes (2016: 550,395 tonnes). Gross profit margin
of this business segment decreased slightly for the period under review, that was
mainly attributable to the decrease in average selling price of cornstarch.

FHEREFRBRHRERRMIEER  RFK
PEF MBI  FHEME TRMEMAEE

REBDBORAEY EFA29%EH AR
#1,548,808,000t( — T — XN F: AR ¥
1,504,814,0007T) ° BR =T —+F E¥F R KR
MHEZR  FRBMHTHEBRE TEEZELNE
MEAREE1,769TL (=T —RF AR¥1,9327T) °
REREERE » EXBRDEE L A564,9300 (=F
—7NEF 1 550,395ME) o ANFEH S H I BEHEREAE
MR - EZREATRKBRDOFTHEETK -

INTERIM REPORT 2017 —Z—+&hhH#ifs 21




Management Discussion and Analysis

BB A am Mo AT

Cornstarch selling price movement (net of value-added tax)

ERBHEERE (HNFREBER)

RMB/Tonne 2 500 —

N2
2,000 — W-___
- ~. ________ . ________ .- .
Yoo s. _.__.
1,500 L L L L J
Q1 £—F Q2 E=F QB E=F Q4 FEME Q1 F—F Q2 E=F
2016 —Z—XREF 2017 —=—t%F
Fermented and downstream products BERTHEER

For the six months ended 30 June 2017 2016
—E—+tF —F—RF
RMB’000 RMB’000
AR®TT ARBT T

Revenue WA
- Lysine -rBamk 461,072 374,890
— Starch-based sweetener — e 133,457 129,186
— Modified starch —BMERD 135,404 99,678
— Others —EAtb 13,752 13,836
Total st 743,685 617,590
Gross profit EH| 194,306 106,082
Gross profit margin ETES 26.1% 17.2%

Fermented and downstream products consist of lysine, starch-based sweetener,
modified starch and other fermented products derived from cornstarch, the
applications of which are pre-determined by customers at the time of placing
orders, as well as other services. Revenue of this business segment was
approximately RMB743,685,000 (2016: RMB617,590,000), an increase of 20.4%.
The Group recorded a remarkable growth in gross profit margin because our
management team strengthened the control on production cost and there were a
substantial growth in demand for certain cornstarch-derivative products.

Revenue of lysine products was approximately RMB461,072,000 (2016:
RMB374,890,000). Benefited from the strong demand from both domestic
and overseas animal feed market, the average selling price of lysine products
increased to approximately RMB6,074 (2016: RMB5,341) per tonne. The sales
volume for the period under review was approximately 75,913 tonnes (2016:
70,193 tonnes).
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Revenue of starch-based sweetener was approximately RMB133,457,000 (2016:
RMB129,186,000). The average selling price of starch-based sweetener was
gradually decreasing over the first half of 2017, yet, the Group still recorded a
mild increase in sales volume. The average selling price and sales volume of
starch-based sweetener for the period ended 30 June 2017 was approximately
RMB1,949 per tonne and 68,481 tonnes (2016: RMB1,976 per tonne and 65,373
tonnes) respectively.

Revenue of modified starch increased substantially by 35.8% to approximately
RMB135,404,000 (2016: RMB99,678,000). During the year under review, the
export sales of starch-based sweetener represented about 27.9% (2016:15.5%)
of total modified starch sales.

Cost of sales

The major cost components mainly consisted of corn kernel and utilities
expenses, which represented about 80.7% and 7.7% (2016: 82.2% and 7.6%) of
total cost of sales respectively.

Although the average corn kernel price for the period under review was still lower
than the average price in past corresponding period (2017: RMB1,466 per tonne;
2016: RMB1,543 per tonne), there was an upward trend for corn kernel price
movement. The management believe that this trend will continue until the end of
the third quarter of the year.

Review of Other Operations

Other gains and losses

The net amount of other gains and losses for the period under review was
approximately RMB75,919,000 (2016: RMB16,916,000). During the period
under review, the Group received a government subsidy of approximately
RMB74,170,000 for the compensation of losses incurred during the relocation of
the old production plant in Shouguang.

Human Resources and Remuneration Policies

As at 30 June 2017, the Group had 2,161 (2016: 2,178) full time staff. Total staff
costs, including directors’ emoluments, for the six months ended 30 June 2017
were approximately RMB73,355,000 (2016: RMB71,614,000). The Company’s
remuneration policy has remained unchanged since our 2016 Annual Report. The
Company has adopted a new share option scheme on 19 May 2017. For details,
please see “Adoption of New Share Option Scheme” in the section of “Disclosure
of Additional Information” below.
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Financial Review

Liquidity, financial resources and capital structure
The key financial ratios are summarised as follows:

Available and ATE) AR MR IRER
undrawn banking facilities ZIRITEE
(RMB’million) (AREBET)

Borrowings (RMB’000) BR(AREFT)
Repayable: g
— within one year -—FR
— over one year - MR —F

Debtors turnover (days) FEUBR FE R (RE0)

Creditors turnover (days) FERTBR AR (RE)

Inventories turnover (days) FER#E (R&)

Current ratio POk s =S

Quick ratio REPLE =

Gearing ratio — borrowings to total assets 1812 E — BHRBRIAEEE

g el

REBEL UBERRELRE
BRSBTS LE BN

31 December
2016
N

30 June
2017

—B—+%
~A=+A

790 765
4,432 4,432
3,767 3,322

665 1,110

25 26
15 17
23 20

3.1 2.5

2.5 2.2
0.1% 0.2%

As at 30 June 2017 and 31 December 2016, the Group did not have any bank
borrowings.

The Group’s borrowings as at 30 June 2017 and 31 December 2016 represented
an unsecured and interest-free government loan of approximately 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.

Pledge of assets
As at 30 June 2017, bills payables were secured by bank acceptance bills and
bank deposits in the amount of RMB3,700,000 and RMB2,514,000 respectively.

The Group did not pledge any leasehold land and building to secure banking
facilities as at 30 June 2017.

Contingent liabilities
The Group did not have any significant contingent liabilities as at 30 June 2017.

Financial management, treasury policy and foreign currency exposure
The Group’s financial management, treasury policy and foreign currency
exposure had not been materially changed since the information disclosed in our
2016 Annual Report.
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Disclosure of Additional Information
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Interim Dividend RHIRR S

The Board does not recommend the payment of interim dividend for the six EFEITEERBE_FT—LFANA=THILR
months ended 30 June 2017 (2016: nil). EAREPEHRE (ZT—RF : &) -
Directors’ and Chief Executive’s Interests EERFETHAENER

As at 30 June 2017, the interests and short positions of the Directors and the RZT—tFRXA=1+H EBERARFALETHK
chief executive of the Company in the shares, underlying shares or debentures of ~ ABRAR A EE(AHREEE (E&ELEBED
the Company or any of its associated corporations (within the meaning of Part XV =~ #571 &5 KT G ([E5 RBE GG 1) 8

of the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) XV #B) HIf{n - HEER (D RESF - BEREES
(the “SFQ”) as recorded in the register kept by the Company pursuant to Section ~ MHE&FIF 352 FALEHN AR AIFENEM
352 of the SFO or as otherwise notified to the Company and the Stock Exchange ~ WiRIE ETR RIS LT EITAESRETES
pursuant to the Model Code for Securities Transactions by Directors of Listed ~ ZS8RAETR([1E2ESFRI ) ASTAEARE R

Issuers (the “Model Code”) contained in the Listing Rules, were as follows: B TR A BT ¢
The Company/ Capacity/nature Number and class of Percentage of
Name of Director associated corporation of interest securities held (note 1) shareholding
15 RS
sz ARF/ HEEE a4/ REtE BFAERFHERER (1) Bk
Mr. Tian Qixiang The Company Interest in a controlled 3,705,385,194 ordinary shares 61.79%
(“Mr. Tian") NG corporation of HK$0.1 each (L) (note 2)
HEEEE(THEE]) REHEE RS 3,705,385,194 %

BREE1ETMHEBR(L) (HE2)

Merry Boom Group Limited Beneficial owner 131 ordinary shares of US$1 each (L) 54.58%
REREEERAR ERBERAA 131 RBREEETHEER (L)
Mr. Gao Shijun Merry Boom Group Limited Beneficial owner 60 ordinary shares of US$1 each (L) 25.00%
attEEAE RREEERAR ERBERA 60 RBAREE 1 ETH BRI (L)
Mr. Yu Yingquan Merry Boom Group Limited Beneficial owner 1 ordinary share of US$1 each (L) 0.42%
THEREE REEEBRAR ERBERAA 1IREIREE 1 T EER (L)
Notes: B &
(1) The letter “L” denotes the Directors’ long position in the shares of the Company or (1) FE (L] RREFRARE KA BB EE R
the relevant associated corporation. KT A ©
@) These shares were held by Merry Boom Group Limited. Merry Boom Group Limited ~ (2) HERDBREEEFRARSE - HEAKESF
is owned as to approximately 54.58% by Mr. Tian. Mr. Tian is deemed to be PR A R H 55 B ) 54.58% HEw  IRIRE FH
interested in all the shares held by Merry Boom Group Limited under the SFO. NEAEGE - BEEREANEEEEBR AR

RAEMMARND T EEELS

Save as disclosed above, as at 30 June 2017, none of the Directors and the chief ~ B EXMEREEIN KT —tFRA=1H &
executive of the Company nor their respective associates had any interest or ~ ERAAREZTHABHKES BNHEA L
short position in the shares, underlying shares and debentures of the Company  ERAR B EEEEEE (EE B L LKHAE
or any of its associated corporation (within the meaning of Part XV of the SFO)  f5&{HIE XV #8) H9fkfn ~ HEAR D REHH - AR
which were required to be recorded in the register kept by the Company pursuant & 7 & G (& 015 362 (R AR &N A A AIfF EH)
to section 352 of the SFO or as otherwise notified to the Company and the Stock &M AIRIBEAESFRIZA ST A& AR R R #3Z
Exchange pursuant to the Model Code. PRV Rz SOA R ©

INTERIM REPORT 2017 ~ —Z®—+Echiises 25




Disclosure of Additional Information

H A BRI BR

Interests of the Substantial Shareholders and Other Persons

As at 30 June 2017, 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:

Name of shareholder

Merry Boom Group Limited
TREEE AR AR

Victory Investment China Group
Limited (“VICGL")

Capacity/nature
of interest

514 REHE

Beneficial owner
EnEBA

Beneficial owner
BEHBERA
Person having a

security interest in shares

R HERERZHAL

FTERRRHEMA L HERS

E—tERNA=TR - BEREMA RRIEE

A

% MEE1RPISE 336 (R A A RIAFEMEMAT
B A TAL (BEEAARRAEZTHRABRIN K
AABBRO KA TP RBERIRE

Number of shares/
underlying shares
(note 1)
BinEERHGEE
(Pf7E1)

3,705,385,194 (L)

292,000,000 (L)

Percentage of
issued share capital
(note 5)
HEBRTREABS L
(Pi7ES5)

61.79% (note 2)
(FF&E2)

6.52% (note 3, 4)
(FfsE3 - 4)

99,000,000 (L)

Wang Ruiyun Interest in a controlled 391,000,000 (L) 6.52% (note 3)
FHE corporation (VICGL) (Ftz£3)
EfEtEE#E R (VICGL)
Notes: LiEzd
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The letter “L” denotes the long position in the shares of the Company.

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

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.

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”.

The percentage of shareholding is calculated on the basis of 5,995,892,043 shares
in issue as at 30 June 2017.
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Interests of the Substantial Shareholders and Other Persons
(Continued)

Save as disclosed above, as at 30 June 2017, 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.

Adoption of New Share Option Scheme

The existing share option scheme adopted by the Company on 5 September
2007 will expire on 4 September 2017 (the “Expiring Share Option Scheme”) and
no further options can be granted thereafter. The Company therefore adopted a
new share option scheme (the “New Share Option Scheme”) on 19 May 2017.
The purpose of the New Share Option Scheme is to enable the Group to grant
options to eligible persons as incentives or rewards for their contribution to the
Group and to enable the Group to attract, recruit and retain senior management,
key employees and human resources that are valuable or potentially valuable to
the Group.

As at 30 June 2017, no share options had been granted under the Expiring Share
Option Scheme and the New Share Option Scheme.

Directors’ Rights to Acquire Shares or Debentures

Save for the Expiring Share Option Scheme and the New Share Option
Scheme of the Company, 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 2017, 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) did not attend the 2017 annual general
meeting because of his other business engagement.
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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.

Change of Information of Directors

Mr. Yue, Kwai Wa Ken, an independent non-executive Director, was re-designated
as the chairman of the board and the chief executive officer of Roma Group
Limited (“Roma”) with effect from 20 April 2017. On 2 June 2017, Mr. Yue ceased
to act as the chairman of the board of Roma. On 5 June 2017, Mr. Yue also
ceased to act as the chief executive officer of Roma. For avoidance of doubt,
Mr. Yue remains as an executive director, company secretary and compliance
officer of that company.

Review of Interim Financial Statements

The Audit Committee comprises all independent non-executive Directors. The
Audit Committee has reviewed and discussed with the management and the
auditor of the Company, SHINEWING (HK) CPA Limited (“SHINEWING”) the
unaudited condensed consolidated interim financial statements for the six
months ended 30 June 2017.

The unaudited condensed consolidated interim financial statements of the Group
for the six months ended 30 June 2017 have been reviewed by SHINEWING in
accordance with Hong Kong Standard on Review Engagements 2410 “Review of
Interim Financial Information Performed by the Independent Auditor of the Entity”
issued by HKICPA.

By Order of the Board
Tian Qixiang
Chairman

Shouguang, The People’s Republic of China, 16 August 2017
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