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Report on Review of Interim Financial Information

PHART IS E il 2 BRIR S

S
{‘-:—_‘ & ﬁa SHINEWING (HK) CPA Limited {57k VR (5 i)
a’. 43]F, Lee Garden One B 05 5 R
33 Hysan Avenue 7 P Sl v

Shineﬂ)inﬁ Causeway Bay, Hong Kong
T0O THE BOARD OF DIRECTORS OF CHINA STARCH
HOLDINGS LIMITED

(Incorporated in the Cayman Islands with limited liability)

Introduction

We have reviewed the condensed consolidated financial statements
of China Starch Holdings Limited (the “Company”) and its
subsidiaries set out on pages 3 to 22, which comprise the condensed
consolidated statement of financial position as of 30 June 2018 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: PO6614

Hong Kong
22 August 2018
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income
BRSHEBERKEMGS R

(Unaudited)
Six months ended 30 June
(REEER)
BEAA=1tHILEAEAR
2018 2017
—E-N\F —ET—+F
Notes RMB’000 RMB’000
M5 ARET R ARETT
Revenue A 3 2,405,631 2,292,493
Cost of sales S AR (2,212,155) (1,994,359)
Gross profit EAH 193,476 298,134
Distribution expenses DIHE A (44,768) (45,981)
Administrative expenses 1T E A (65,344) (60,048)
Other gains and losses H bz & B 18 4 32,309 75,919
Operating profit £ A 115,673 268,024
Finance income RE WA 18,783 11,125
Finance expenses BEBH (225) (113)
Profit before income tax Rk BT 15 75 AT A 5 134,231 279,036
Income tax expenses Fr5fsZ 6 (27,596) (73,568)
Profit and total comprehensive income HRFE kiR 6 W= B
for the period 106,635 205,468
Attributable to: AT & IEFEL
Owners of the Company VINNEIE RSN 104,906 203,541
Non-controlling interests FEFE AR IT R M i 1,729 1,927
106,635 205,468
Basic and diluted earnings per share (RMB) & EAR K #E2F (ARE) 7 0.0175 0.0339
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Condensed Consolidated Statement of Financial Position
B0 5 H AT AR IR R

30 June 31 December

2018 2017
—2-N\F —E—+F
ANA=+H +=ZA=+—H
Notes RMB’000 RMB’000
B 5T AR¥T ARETT
(Unaudited) (Audited)
(REEXR) (feE%)
ASSETS BE
Non-current assets FRBEE
Property, plant and equipment Y WE k& 9 1,234,638 1,131,849
Prepaid lease payments A HEER - 205,587
Right-of-use assets FREEE 203,895 -
Deposits for acquisition of property, WHEME BB REHNRES
plant and equipment 133,222 21,759
Deferred tax assets RIEFHIBE E 83,634 48,527
Total non-current assets FRBEELE 1,655,389 1,407,722
Current assets RBEE
Inventories FE 340,519 224,532
Trade and other receivables B 5 N E b E R 10 479,550 409,692
Pledged bank deposits EEBRITER 5,840 3,000
Fixed deposits with maturity period = EA EFEBFR
over three months 210,000 390,000
Cash and cash equivalents HekReZEED 1,250,694 1,103,160
Total current assets RBEELE 2,286,603 2,130,384
Total assets EE#E 3,941,992 3,538,106
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Condensed Consolidated Statement of Financial Position
B0A S HET AR IR R

30 June 31 December
2018 2017
—E-N\F —F—tF
AB=+H +=ZA=+—H
Notes RMB’000 RMB’'000
b= ARET T ARET T
(Unaudited) (Audited)
(REEEX) (f&&=Z)
EQUITY s
Equity attributable to owners of AATEEAEGER
the Company
Share capital [N 11 532,656 532,656
Other reserves E s 364,845 423,560
Retained earnings IRE & H) 1,764,193 1,659,287
2,661,694 2,615,503
Non-controlling interests FEVERR AR SR M 2 133,249 131,520
Total equity R 2,794,943 2,747,023
LIABILITIES =N
Non-current liabilities kRBEME
Borrowings B - 224
Lease liabilities HEARE 240 -
Deferred income PEIEUT A 366,999 220,183
Deferred tax liabilities BERIBEE 14,248 9,838
Total non-current liabilities FRBEBEERE 381,487 230,245
Current liabilities REBEE
Trade and other payables B 5 M HEAERR 12 608,489 444 560
Income tax payable FERTFT{S 69,609 88,302
Borrowings [EE:S 4,432 4,208
Lease liabilities HEARE 549 -
Employee housing deposits BIREERES 23,768 23,768
Dividend payable FETRR B 58,715 -
Total current liabilities FREBEERAE 765,562 560,838
Total liabilities EEEE 1,147,049 791,083
Total equity and liabilities EEREEAE 3,941,992 3,538,106
FEBRNERERAT —=— \FaEHE D



Condensed Consolidated Statement of Changes in Equity
BASHEREEER

Attributable to owners of the Company

LNGIE ZoPN 3
Non-
Share Share Special Capital ~ Statutory  Retained controlling Total
capital  premium reserve reserve reserve  earnings Total interests equity
FER
BRE  ROEE BHRE EXRE EERE &FEA B RRER BEES

RMB'000  RMB'000  RMB'000  RMB000  RMB000  RMB000  RMB'000  RMB'000  RMB'000

ARBTT ARBTT ARBTT ARBTR ARETR ARETT ARBTT ARETT ARBTR

At 1 January 2017 RZE—tF—A—H 532,656 137,424 27,080 56,196 198,505 1,314815 2,266,676 35,626 2,302,302

Profit and total comprehensive 574 &

income for the period GEWRER - - - - - 203,541 203,541 1927 205,468

2016 final dividend ZE-RERERE - (39,340) - - - - (39,340) - (39,340)
At 30 June 2017 RZE—+5&
(unaudited) NAZTH

(REER) 532,656 98,084 27,080 56,196 198,505 1,518,356 2,430,877 37553 2,468,430

At 1 January 2018 RZE—N\5—F—H 532656 98,084 27,080 56,196 242,200 1,659,287 2,615,503 131,520 2,747,023

Profit and total comprehensive Ei7% I &

income for the period A WEESR - - - - - 104,906 104,906 1,729 106,635

2017 final dividend “E-HERERE - (58,715) - - - - (58,715) - (58,715)
At 30 June 2018 RZZ-N\F
(unaudited) ANA=ZTH

(REEER) 532,656 39,369 27,080 56,196 242,200 1,764,193 2,661,694 133,249 2,794,943
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Condensed Consolidated Statement of Cash Flows

BRSHIRERER

(Unaudited)
Six months ended 30 June
(REEZR)
BZXA=+HILXEA
2018 2017
=E2-N\F T+
RMB’000 RMB’'000
AR¥T AR¥FTT
Net cash (used in)/generated from operating #&&&EENE A, (B4 ) WIRE F5E
activities (66,450) 166,867
Cash flows from investing activities REEZPHESRE
Interest received B U F & 18,783 11,125
Purchases of property, BEVWE BELEXE
plant and equipment (19,872) (65,998)
Government grant received B USR8 B 171,150 -
Proceeds on disposal of property, HEWE  WE RZEEK
plant and equipment 473 6,486
Increase in fixed deposits TE BATE ZE N 180,000 30,000
Deposit paid for acquisition of property, WHEME  ME REBEENES
plant and equipment (133,222) -
Increase in pledge deposits BRI ERIE N (2,840) (1,451)
Net cash generated from/(used in) investing R &/EBEL, (FH) IR F5E
activities 214,472 (19,838)
Cash flows from financing activities METHNRERE
Interest paid A F & (225) (113)
Lease liabilities payment HEBEMNK (263) -
Dividends paid B E = (39,340)
Net cash used in financing activities BEEEFEANRESFE (488) (39,453)
Net increase in cash and cash equivalent BekReZEMEINFE 147,534 107,576
Cash and cash equivalents at 1 January R—A—HRNREKASEEY 1,103,160 493,810
Cash and cash equivalents at 30 June RAAZ+THNBEGRREEEYD 1,250,694 601,386
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Notes to the Condensed Consolidated Interim Financial Statements

B8 & 1 o HA B 15 #k < Bl 5

1. 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
2018 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 (the “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 2017 (the “2017 Financial Statements”), except for
the accounting policy changes that are expected to be reflected
in the 2018 annual financial statements. The condensed
consolidated interim financial statements should be read in
conjunction with the 2017 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.

These unaudited condensed consolidated interim financial
statements were authorised for issue by the Company’s board of

directors on 22 August 2018.
2. CHANGES IN ACCOUNTING POLICIES

The Group has initially adopted the following new standards to

the Group’s financial statements:

HKFRS 9 (2014) Financial Instruments

HKFRS 15 Revenue from Contracts with Customers

HKFRS 16 Leases

Other standards and amendments which are effective from
1 January 2018 do not have a material effect on the Group’s

financial statements.

Effect of HKFRS 9 (2014), Financial Instruments

HKFRS 9 (2014) replaced HKAS 39 “Financial Instruments,

Recognition and Measurement”.

The major changes of HKFRS 9 are the classification and its
corresponding accounting treatment of each type of financial
assets and liabilities. The following table shows the original
measurement categories under HKFRS 39 and the new
measurement categories under HKFRS 9 for each class of the

Group’s financial assets and liabilities as at 1 January 2018,

8 China Starch Holdings Limited Interim Report 2018

mREE
BRI ZERER AR ([RAR]] &R EH
BRR [A&EEDBE_T-\FRA=1H
EREAMERAE G M B RERIRIEEE
BMARZMARAT ([BFr])EH EHRA
(TEmRADWBERELBLETMAER
e EEEHER ([HBEFER])E34 5
[ S | MRS - AR S O P IR I 3R
RODBBEBE T —+tF+_A=+—HILF
EREERBRE ([ ZE—tFPBRER])
PRz RS BRERMARE RN —F
—NF2FRBHRRRBN ST HREEH AR
S e SRR & OF h BARS 5 3R R B SR IR BB B 7%
SEA([BEMBHRESEADREN_-F
—EFM B IR —OF BE-

AR HRE R BMBERERAAR
BAREDIIER - BRA 6P BABHRERTD
RESLRAEREL ER AP ESABENE
BB BRI

W EREE LR G MR B REER T
N\ENAZ - RRARAEEEE R
7o

STBRER

7K 85 B S AR B 0B S SRR R T AR
BRI -

BEMBREENFSE 2MTA

(ZZ=—m%E)
EBTEMELRFEISTE RATEAHH

WA
FEMBHE LA ME

HA —F—\F— A - HERNENRERT
HAEBENPBHRRLBEFMERTE -

ERAVBREEANFESR (ZF—NE)
SRMIANSE

BB EHRELERNFE (ZF —HF )R
TEBSFHEREI [ rt T A R &ET

g/l

EEMBHREENESRNETZEH AN BN
HEEEeREENAENAREEE T
RETR_ZE—\F—A—R S2REER
BESEREE G EREIRIE T RAG
ENBRREAMBREEANFISRA T

EssE.



Notes to the Condensed Consolidated Interim Financial Statements

2. CHANGES IN ACCOUNTING POLICIES (Continued)

Effect of HKFRS 9 (2014), Financial Instruments

f&18A & f#F o HA 87 5 ¥ 2 Bii 5

SRR EE (2)
ERAUBREERFNRE(ZE—TF)

(Continued) EMIAENTE ()
Original classification New classification
under HKAS 39 under HKFRS 9
EBSTTEREIRETH BRMBREEAERETNHSE
RAE5E

Assets:

BE:

Trade receivables, bank acceptance
bills and other receivables

B ORI RITENEE R EME
Wk

Cash and cash equivalents, pledged
bank deposits and fixed deposits
with maturity period over three
months

BehBREEY S BEMRITER
K83 = & A 2| Hi e & HATF 3K

Loans and receivables — measured
at amortised cost using the
effective interest method, with
“incurred loss” impairment model
BRI WK — (5 B R R DA
H AR 8 RERA D EEBEER

Amortised cost — measured by using
the effective interest method, with
“expected credit loss” (the “ECL”")
impairment model
BHNAR—ERAERNE R RIRA
TREEEEIERE

Futures contracts

Fair value through profit or loss — a

Same as HKAS 39

Trade and other payables, excluding
advances from customers and other
tax payables

EH5REMENR TRETPBNR
Ko HAh & A< B 1A

Employee housing deposits
BIRERESR

HEAK gain or loss from a change in fair HEFE G ERE395% R
value of a financial asset shall be
recognised in profit or loss
BRAFEFABGR—SREEAT
EFHEENRRIBEBNER
hHER

Liabilities:

afE:

Borrowings Amortised cost Same as HKAS 39

E70 BEp A HE BRI ZE395 AR

Determining the ECL requires judgements. The Group applies

ErEREERRELFEELHE - ARE

the simplified approach to providing loss allowance at an
amount equal to lifetime ECLs for trade receivables and bank
acceptance bills at initial recognition and through its life of the
asset. It is measured to reflect an unbiased and probability-
weighted amount of a range of possible outcomes, time value
of money and certain information that is available without undue
cost or effort at the reporting date.

At the initial application of HKFRS 9 and the reporting date, the
Group reviews the ECLs and has recognised that it does not
affect the financial statements.

ERBENTTE RERERRBEEESS
FHZEENEREEBRRRENEERES
RN S SRIT AL RIBE L B R B - Bt 8
DRRR—ZFAJEER SEFRERET
EFBZRAK TR EFNE R NS B
HIMERR LIS E NESR -

RERERERF B REEINEIR RSB
B AEEYHBRHEEBERIETERRN I
RRETSHMBERRENTE -

hERMERERAS = \GFhEgs 9



Notes to the Condensed Consolidated Interim Financial Statements
& BA & 1 o HA B} §5 ¥R FR Bfit 5

10

CHANGES IN ACCOUNTING POLICIES (Continued)

Effect of HKFRS 15, Revenue from Contracts with
Customers

The Group has adopted HKFRS 15 using the modified
retrospective approach with the effect of initially applying this
standard recognised at the date of initial application. The
adoption of HKFRS 15 does not have material impact on the
accounting policies as compared with the existing one adopted
under HKAS 18 “Revenue”. Details are explained below.

SRR EE (2)
ERMBEREENFEISERBEEFEY
S ON A

AEEDERKETEMEARMNEEM RS
ZERIF165%  FTA BRI RIS B &R
FEERR - RABF B BEREERE155
SR ARBER G EAFI8H [WAIET
RAMEIAL et BRRLEBATE -
FEmERTX

Key areas under HKFRS 15
REBMBREENFISHETH
FTEHE

Particulars

Sales of goods

HES M

Financing component

BMETE

Customers obtain control of goods when the goods are delivered to and have
been accepted at their premises. Revenue is recognised at that point in time
regardless the time of invoices are generated.
BEPREMRIMNIT N E SRR REESEmIEGIE - TRERE MR A
INASIE B 2

The Group will adjust the transaction price if customers request the payment by
way of bank acceptance bills. This is to reflect the time value of money as the
receipt of payment is still outstanding until the maturity of such bills. The Group
applies a practice expedient and does not adjust the amount of consideration
for the effects of financing component because bank acceptance bills are with
maturity period of 180 days.

MEREFEFKURITEALEZBNR AEEEAEXZIERARRSENKEE

B -ARNFREEZFR

B DENREN - AKERRATEEE LT

ARETENFERBRIZERSHE ARRTALREINHRAS—AN+TH-

Effect of HKFRS 16, Leases
The Group has opted for the early adoption of HKFRS 16 in the
current reporting period.

HKFRS 16 introduces a single, on-balance sheet lease
accounting model for leases. HKFRS 16 requires a lessee to
recognise almost all leases on the statement of financial position
which will reflect their “right-of-use” for a period of time and
their associated liability for payments. There are recognition
exemptions for short-term leases and leases of low-value items.

China Starch Holdings Limited Interim Report 2018
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Notes to the Condensed Consolidated Interim Financial Statements

CHANGES IN ACCOUNTING POLICIES (continued)
Effect of HKFRS 16, Leases (Continued)

The Group applies the practical expedient to grandfather the
definition of a lease on transition. This means that it will apply
HKFRS 16 to contracts that were previously identified as leases
under HKAS 17 “Leases”, HK(IFRIC)-Int 4 “Determining whether
an Arrangement contains a Lease”.

The Group has transitioned to HKFRS 16 in accordance with the
modified retrospective approach and, therefore, the information
presented for 2017 has not been restated. After reviewing the
leases, there is no change on the opening balance of retained
earnings and equity at the date of initial application of HKFRS
16. Both right-of-use assets and lease liabilities of approximately
RMB1,052,000 were recognised at 1 January 2018.

Depreciation on right-of-use assets and interest of lease liabilities
are recognised in the profit or loss under HKFRS 16.

The reconciliation of operating lease commitment to lease
liabilities is set out below:

f&18A & f#F o HA 87 5 ¥ 2 Bii 5

SRR EE (2)
ERUMBHREELFICREENTE
(&)

AEBEFMATREE RERAREEEN
EE -BREAKESERTEM B RELERNE
165R 2 RN B A G ERE 7R [HE] &
B (ERMEHRERELZES)REE4N [E
ERHREEEMEEIET BRI ABEED
BHY-

AEBERBEENEIEREET BT HHRE
HEAE16 Bt T —EFE2FMER
WAESY -REBEHER REXEREE
B 15 R B 165 IR EE BN R = ) B4
MU B FAREELREEBENARE
1,052,000t ER=_F— \F— A —BHE®ER-

REBEEVHREEAF165 ERREEN
ENHERBENEIRBETHER -

REHEAERBERENHRINT

RMB’'000
ARBETF T

Operating lease commitment at RZEBE—+tF+ZA=+—HH
31 December 2017 LT E RE 1,117
Lease of short-term and low-value assets EHREEEHEE (145)
Estimated dismantling cost TEET R B AR 116
Gross lease liabilities at 1 January 2018 RZZE-N\F—A—HMEHEAE 1,088
Discounting Ah5 (36)
Lease liabilities at 1 January 2018 RZZE—N\F—A—HWHEEE 1,052

The lease liabilities were discounted at an incremental borrowing
rate at 1 January 2018.

For avoidance of doubt, prepaid lease payment in respect of
the land use right in the People’'s Republic of China (the “PRC”)
should be regrouped as right-of-use assets under HKFRS 16.

HEABER-Z-/\F-A-HBENEEER

REGERE AP EARLME (THE]) i
ERAENFENEERESNHERBT BN BR
SREAFIFBETNEREEE

hERMMERERAT —T—\Eamis 1]



Notes to the Condensed Consolidated Interim Financial Statements
& BA S {¥ op HA B} 5 i T Bl 5

2. CHANGES IN ACCOUNTING POLICIES (continued) 2. BINHEESH 2
Adjustment of Opening Balances HY &R AR
The adjustments to the opening balances (affected items only) THE SRR AR (RRXFEER) =
below resulted from the initial application of HKFRS 16 as at 1 T N\F-A—BEXREREEGBEREER
January 2018. The prior-period amounts were not adjusted. F16 TS - BT HEMN e ERAFHE-
31 December HKFRS 16 1 January
2017 HKFRS 16 Contract 2018
(Audited) Regrouping capitalisation (Unaudited)
R=-Z—tF BBRUBERE BBUERS —E-N\E
+=-A=+—H ZE Bl 551655 R 251655 —A—H
(BER) EFS4E EBHREREL (REER)
RMB'000 RMB’000 RMB’000 RMB’'000

AREBTT ARBTT ARBTT AR®TT

Assets: BE:
Prepaid lease payment  JENTHER 205,587 (205,587) - -
Right-of-use assets FERAEEE - 205,587 1,052 206,639
Liabilities: af&:
Lease liabilities HEBE - - 1,052 1,052
3. SEGMENT INFORMATION 3. oEEHR
Fermented and
Upstream downstream
products products Total
BEBR
FRER TREM &%t
RMB’000 RMB’000 RMB’000
AREFT AR®T R AR¥T
2018 —E-)N\F
Sales to external customers MAINREFiHE 1,672,371 733,260 2,405,631
Inter-segment sales DEPFEIEHE 117,667 97 117,764
Reportable segment results RGP HEE 105,019 90,162 195,181
Unallocated income Ao B A 17,032
Unallocated expenses FoEHAX (96,540)
Finance income mE WA 18,783
Finance expenses BEEMA (225)
Profit before income tax R B 18 B4 B A1 134,231
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Notes to the Condensed Consolidated Interim Financial Statements
5 BA & {H op HA B §5 ¥k R T 5

3. SEGMENT INFORMATION (continued) 3. oEER (2
Fermented and
Upstream downstream
products products Total
E{ 95
ErEm T E a5t
RMB’000 RMB’000 RMB’000

ARETT ARETT ARBTT

2017 —T—+fF
Sales to external customers MINRE P #HE 1,548,808 743,685 2,292,493
Inter-segment sales DEPFEHE 94,759 1,940 96,699
Reportable segment results AR E D WA 103,472 183,526 286,998
Unallocated income R EBRUA 74,534
Unallocated expenses ROEHXE (93,508)
Finance income BB WA 11,125
Finance expenses BvE B R (113)
Profit before income tax B F7 18 A0 A8 279,036
4. OTHER GAINS AND LOSSES 4. HMKW=mRER
Six months ended 30 June
BEA~A=t+HLXMEA
2018 2017
—E-N\HF —E—+tF
RMB’000 RMB’'000
AR¥TF AREETF T
Government grants (note) BT B (B EE) 4,585 75,072
Amortisation of government grants IR T 58 B ) 428 8 24,333 944
Net fair value loss on financial assets BEATFEFABENEREE
at fair value through profit or loss A FEEEFRE - (356)
Loss on disposal of property, HEWME - BELRREZ
plant and equipment Eia (439) (2,875)
Net foreign exchange gain/(loss) SNEURES (B1B) F58 462 (640)
Others HAit 3,368 3,774

32,309 75,919

FERNERERAS —=— \waggs (3



Notes to the Condensed Consolidated Interim Financial Statements
& BA S {¥ op HA B} 5 i T Bl 5

4. OTHER GAINS AND LOSSES (continued) 4., Hikh=mRKE#E 2
Note: P&
During the six month ended 30 June 2018, the government grants HEZZ-)\FRA=Z+HLEANEAR BF#HEBEE
mainly represented a subsidy of approximately RMB4,510,000 from local BT RNASHEBERMG TRZMOARE
government for supporting business development. 4,510,0007T °
During the six months ended 30 June 2017, the government grants HEZZ—+tFXA=-FTHLEANEARA BF@MBEEZE
mainly represented a subsidy of approximately RMB74,170,000 provided & B 7 U IR LR 2 BE 49 AR #74,170,0007T * 79
by the local government for the compensation of losses incurred during REREESARBELSERE BREEMNEBLX
the relocation of the old production plant in Shouguang.

5. PROFIT BEFORE INCOME TAX 5. PFRETEHA1IFE
The major expenses of the Group are as follows: REEMEZERAZOT

Six months ended 30 June
BZEXA=THLKEA

2018 2017
—E-N\F —ZE—+F
RMB’000 RMB’000

ARBTR ARETT

Employee benefits expenses EERIFAZ (BEEEMHE)

(including directors’ emoluments) 86,147 73,355
Depreciation of property, plant and equipment ¥ % /= LR EHITE 79,750 91,623
Depreciation of right-of-use assets TREEENE 2,744 -
Amortisation of prepaid lease payments TE S 7H & R R0 8 - 2,444
Research and development expenses (note)  #1%5 & B3 %R 57 (Bt a) 13,951 7,371
Note: B 5E
Research and development expenses include staff costs of employees MREFAERSZEEREEE 28 TA WEF
in the Research and Development Department, which are included in the ALEFBEBECRERERFAZF -
employee benefits expenses as disclosed above.

6. INCOME TAX EXPENSES 6. FIEBiXH
Six months ended 30 June
BEAA=1THLAEAR
2018 2017
—E-N\F —FE—LF
RMB’000 RMB'000
ARET R ARMEFT
Current income tax BVERFR 15 3%
- PRC Enterprise Income Tax (“EIT") —FhRAPEMSHE

(TeZAEH]) 62,743 71,955

— (Over)/under-provision in prior years —BEFE (BRERE)

BETE (4,450) 132
Deferred tax IRIEFIE (30,697) 1,481

27,596 73,568
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INCOME TAX EXPENSES (Continued) 6. FBBiXE#)
The Group’s major business is in the PRC. Under the law of the REBZFEXBRPEET REBEFEREH
PRC on EIT and its Implementation Regulation, the tax rate of the EMEREEEREBERMA M E
PRC subsidiaries is 25% in normal circumstances. However, one RAREBBERAT 2B EE R 25% A A
of the subsidiaries in the PRC is recognised as high technology PR AR E B QR ERER AT
enterprise and obtains a preferential EIT rate of 15%. ¥ WEB15%NEBELEMGHE-
No provision for Hong Kong Profits Tax has been made as the AR AEENEENMESRERT BEEEE
Group entities’ profit neither arose in nor was derived from Hong A Sk BRERFE - S gt BB RS B B o
Kong during both periods.
EARNINGS PER SHARE 7. BRER
The calculation of basic earnings per share for the six months HE-_Z—N\FEXAZ+THLEANEANETK
ended 30 June 2018 is based on earnings of RMB104,906,000 EARREF Ty B2 A K #104,906,0007T (=
(2017: RMB203,541,000) and on the weighted average number T —+4F: AR#¥203,541,0007T) & N#EF 15
of 5,995,892,000 ordinary shares (2017: 5,995,892,000 ordinary [i% £15,995,892,000/% B 21T & ik (ZF—t
shares) in issue. £ :5,995,892,000/% L iBAR ) 5 &
No diluted earnings per share has been presented because no HREE-ZT—\FRZFT—tFA=+H
dilutive potential ordinary shares exist for both six months ended LB A 45 e BB B U 1 AR i
30 June 2018 and 2017. B25GREERT -
DIVIDENDS 8. KR
The Board does not recommend the payment of an interim B ERMREBE=E - \FA=TAHIE
dividend for the six months ended 30 June 2018 (2017: nil). NEARBERARE (ZB—LF ) -
A final dividend of HK1.20 cents per share for the year ended HE_Z—+tF+_-_A=1+—BLEFENKRY
31 December 2017 has been approved at the annual general REFBI20BIUERAATR=E—\Fh
meeting of the Company held on 29 May 2018, and has been AZTHhBRTHORRBF RS FEME I
paid on 9 July 2018. BER-ZZE—NFLANLBIRS-
MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT 9. V¥ BMERRKENEE
RMB’'000
ARBETF T
Net book value: BREFE
At 1 January 2018 R=ZZE—N\F—H—H 1,131,849
Additions NE 183,451
Disposals & (912)
Depreciation e (79,750)
At 30 June 2018 WZE—NFXA=+H 1,234,638

hERMMERERAT —T—\asmEe 15
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10.

16

TRADE AND OTHER RECEIVABLES

10. EZREMERR

30 June 31 December

2018 2017

—E-N\F —E—tF

AA=+HA +ZA=+—H

RMB’000 RMB’'000

AR¥ET T AREFTT

Trade receivables (a) g S W (a) 121,035 135,346
Less: Loss allowance W BB E (9,630) (9,630)
111,405 125,716

Bank acceptance bills (b) HRITHH Z K (b) 268,711 169,090

Prepayment to non-controlling interest TE AT IE 1 AR A 2 R IR

(note 13(iii)) (B EE13(ii) ) - 44,600
Prepayments and other tax receivables TE A 3 R E A FE U B TR 90,711 68,037
Others Eit 8,723 2,249
479,550 409,692

The carrying amounts of trade and other receivables are mainly
denominated in RMB.

Prepayment to non-controlling interest represented a payment
made to Linging Deneng Bio Technology Limited (“Deneng
Bio Technology”) for the purchase of electricity and steam in
2018. As Deneng Bio Technology’s power plant had ceased
operation since 23 December 2017 upon the request of the local
government, the prepayment was required to refund accordingly.
The prepayment was fully refunded by cash for the period ended
30 June 2018.

Included in trade and other receivable is an amount due from
non-controlling interest of RMB475,000 (31 December 2017:
RMB224,000). Details of balances with related companies are
set out in note 13(iii). No loss allowance has been made for
receivables from related companies.

China Starch Holdings Limited Interim Report 2018
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10. TRADE AND OTHER RECEIVABLES (Continued)

(a) Trade receivables

The Group normally grants credit period ranging from 0 to
120 days (2017: 0 to 120 days) to customers.

An ageing analysis of trade receivables based on the
invoice date and net of loss allowance of trade receivables

(a) EZEU

REB-—MBETEFOEESHAT
—EB-+H(—E—+FE T -—FH—

DD

10. ESZREMEBRR (&)

+

AT RRBERES 2B 5 BUGRIR
BERAHRINGE S RYGERER

presented at the end of the reporting period is shown as BEERER DT
follows:

30 June 31 December
2018 2017
—E-N\F —E—tF
AA=+A +ZHA=+—8H
RMB’000 RMB’000
AR®BT ARBETF T
0 — 30 days TEx=+H 99,911 111,761
31 -60 days =+—&x+H 7,490 6,992
61 — 90 days ANT—E2ATHE 4,004 6,597
Over 90 days A+AMUE - 366
111,405 125,716

FERBHERERAS —=— \waggs |/
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10. TRADE AND OTHER RECEIVABLES (Continued)

(b) Bank acceptance bills

(b) B|ITEZRE

10. ESZREMEBRR (&)

30 June 31 December

2018 2017

—E-N\F —E—tF

NA=+H +=ZA=+—H

RMB’000 RMB'000

AR¥ET T AREFTT

Endorsed bills BEZE 205,297 117,631
Bills on hand FHEERE 63,414 51,459
268,711 169,090

18

The bank acceptance bills are normally with maturity
period of 180 days (31 December 2017: 180 days). There
is no recent history of default on bank acceptance bills.

As at 31 December 2018, bank acceptance bills of

RMB6,591,000 (31 December 2017: RMB2,000,000) were
pledged to banks for securing bills payables.

China Starch Holdings Limited Interim Report 2018
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Notes to the Condensed Consolidated Interim Financial Statements
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SHARE CAPITAL 11. BR=&
As at 30 June 2018 and 31 December 2017, the total number of RZE—NFARAA=ZFTAR=ZZT—EF+=A
issued ordinary shares of the Company was 5,995,892,043. =+—H ARQR]HHE5,995,892,0430% 2 # 1T

TRADE AND OTHER PAYABLES

12. ESZREMENRK

30 June 31 December

2018 2017
—E-N\F —E—tF
AA=+tH +-A=+—H

RMB’000 RMB’000

AR®T R ARBTT

Trade payables =) AES 110,692 139,182
Bills payables FEREE 10,928 5,000
Total trade and bills payables BORNRRENZEEEE 121,620 144,182
Payable for construction and equipment BENREEMNK 188,525 46,705
Deposits HikA 42,095 25,343
Accrued expenses == 24,520 19,077
Payroll and welfare payables e REF 21,265 17,590
Sales commission HEME 2,696 2,757
Advances from customers SN 188,802 157,355
Other tax payables H fth pE A B I8 13,391 24,434
Others HAit 5,575 7,117

608,489 444 560

FERNERERAS —=— \waggs 19
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12.

TRADE AND OTHER PAYABLES (continued)

Included in trade and bills payables is an amount due to non-
controlling interests of RMB3,817,000 (31 December 2017:
RMB41,000) as set out in note 13(iii).

As at 30 June 2018, bills payables are secured by bank
acceptance bills of RMB6,591,000 (31 December 2017:
RMB2,000,000) (note 10(b)) and pledged bank deposits of
RMB5,840,000 (31 December 2017: RMB3,000,000).

The following is the ageing analysis for the trade and bills
payables based on invoice date at the end of the reporting
period:

12.

ESRHMESNR#)

BORNARENZERERERMNIEERBER
RS FRTE AR #3,817,0007C (ZE—+E+ =
A=+—H: AR#41,0007T) (H7E13(ii)#H
ll

[ B

N

o

RZE—N\FAA=1TB BAZEESBIAA
R #6591,000t (ZE—+FE+=-A=+—
H: AR®2,000,0007T) (M3E10(b))KIE1T
AH E g & AR ES5.840,0000 (— 2 —+ 4
+=A=+—H: AR¥3,000,0007T)# E K
HERITERAEIRIF -

AT RRERRE RN ALEBNEERREE
ZRHMNRE DT

30 June 31 December

2018 2017

—E-N\F —E—tF

NA=+H +=ZA=+—H

RMB’000 RMB'000

AREFTT AREFTT

0 - 60 days TEXR+AH 77,770 78,810
61 — 90 days ANT—EZATH 14,672 24,019
Over 90 days A+BUE 29,178 41,353
121,620 144,182

The average credit period on purchases is 80 days
(31 December 2017: 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 mainly
denominated in RMB.
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13. RELATED PARTY TRANSACTIONS 13. BEARS
During the period, the Group entered into the following material REAR - REEFI A TERBEEARS :

related party transactions:
(i) Transactions with a related party () E—EEEHETHNRS

Six months ended 30 June
BEAA=THLKEA

2018 2017
—E-N\F —E—+F
RMB’000 RMB’000

AR®TR ARBTT

Purchase of electricity and steam EEFZ SR E
from non-controlling interests BEEHMZET - 72,670
These transactions are conducted in accordance with their ZERGIBBEEEENELBEEET-

respective contract prices.
(i) Key management compensation (i) FTESEENHRM

Six months ended 30 June
BEASA=+tHILEAEAR

2018 2017
—B-N\F —EEF
RMB’000 RMB'000

AR®TR ARBTT

Short-term benefits EHE A 875 875
Retirement benefit scheme contributions iR /K78 K 51 214 7% 72 69
947 944

FERBNERERAS —— ) \Ghggs 2]
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13. RELATED PARTY TRANSACTIONS (continued) 13. BELIRS (&)
(iii) Balances with a related party (i) BEEAERS Z4E8R
30 June 31 December
2018 2017
—E-N\F —E—+F
AA=+A +ZHA=+—8H
RMB’000 RMB’'000

AR®FR AR®TT

Prepayment to non-controlling interests ~ ¥& 1< 3E 4% A% 4 %5 718

(note 10) (FF3E10) - 44,600
Amount due from non-controlling interests & W 3E 22 I& A% 5 42 25 0 308
(note 10) (note (a)) (Mf5E10) (MIEE(a)) 475 224
Amount due to non-controlling interests &~ FE125 IR A SR AE 25 0 3R 0E
(note b) (FfzED) (3,817) (41)
Notes: MoeE
(@)  The balance is unsecured, interest-free and repayable on (a) #HHAEEKR RERARIRER-
demand.
(b)  The balances are unsecured, interest-free and shall be (o) HEHAEBEER 2ERERESZENE
settled in accordance with the respective credit terms. BIGRHEEE -
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MANAGEMENT DISCUSSION AND ANALYSIS

INDUSTRY OVERVIEW AND COMPANY DEVELOPMENT

During the first half of 2018, China’s economic development remained
stable. The domestic corn market was affected by the suspension of
the temporary grain reserve policy, which has resulted a substantial
drop in corn price and the recovery of market demand, the cornstarch
and refinery industries had both recorded substantial growth in 2016
and 2017. Corn price has bottomed out since the fourth quarter of
2017. For the specific month during the first half of 2018, corn price
has increased by more than 15% as compared to the corresponding
period last year. Meanwhile, the increase in domestic coal price has
led to the increase in the costs of electricity and steam. As such,
the Group’s gross profit for the first half of the year has dropped
significantly.

Notwithstanding the adverse situation now facing by the cornstarch
and refinery industries, we believe such situation is a normal market
adjustment. The Group’s operation has not been affected and still
maintains a stable growth. Looking forward to the second half of the
year, with the gradual release of the additional production capacity
in the industry, the cornstarch and relevant products market will face
severe competition resulting from its excess supply in the future.
With the suspension of subsidy to the corn refining industry from the
local government in the northeastern region, the development of and
competition in the market should return to normal level accordingly.
With its sound financial position and the improving cost control
measures, it is expected that the Group can face the competition with
ease.

BUSINESS REVIEW

Upstream products

During the period under review, the market demand for cornstarch
remained strong. The sales performance of other ancillary corn-refined
products, such as corn gluten meal and corn germ, was consistent
with the trend of 2017 where the market was affected by the low market
price and weak demand.

Fermented and downstream products

The sales performance of this product segment was mainly affected by
the lysine products. During the period under review, on the one hand,
the sales performance of lysine in the overseas market still recorded a
substantial growth in both sales volume and selling price. On the other
hand, the sales performance of lysine in the domestic market was
seriously affected by the depressed demand in animal feed industry.

The sales performance of starch-based sweetener and modified starch
were relatively stable in this business segment. The selling prices
of these two products were not adjusted at the same pace with the
increase in production cost because there was abundant supply in the
market.

EI1R/E55m & 7

TEBERQARRE

—T-NFL¥F PREKERETRER -BARE
KiIGZ BN EKERRBRERLREHN T KE
& RIE T R 5% k18 & TR KR IMTITE
EZ2-RERE—tE_FRHFFERBEER-
H-ZT—tFEOFHAR EABRBEERE  —F
—NFL¥FEFANDOHEAKBEEL EZFRML
WEE P22 15% A Lo R BB AERER L
FHEMEARARN LTt it AEE EFFHER
KHBPET K-

HEON T KR FOR I TAT R IEE A L AMEER -
BRMBLEBNERNNSRHE AEELEEE
YRR ER DARFREBER - RET+5 M
EITENIIBERNZ LB TARBMNERER
TIGHE AT OB KA SRR FARRE - AR R
BRNEEEERMTEEMER ESHERELS
BRMBFMRE  REEM RIS HRAIEHIRE
EX A AEERAREmE RS -

£ 301)

LHER

REEMSEA 158 FORBH BT REKRBY 1
SEHEMEEERBTRLRBNTZE FXEANRE
KREFEEMIRKRMIBERNHEERRE_—F
—tEFHEZ -

BRRTKFER
AEMDHOHERRIBIBARERMTZE N
CEHNEA BREREINTENHERREHER
EETHAEBERBARER -Z— 7 H AR
SR RERF R HEIABENEATISHHEER
RENBEFE -

RAZBE D B - BOEREERDOHEERRRY
RE-BARMEHERRE ZMAERNEERER
JEAEERAN EFMIELRZFHE-
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MANAGEMENT DISCUSSION AND ANALYSIS
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FINANCIAL PERFORMANCE

OVERVIEW

During the period under review, the Group recorded a total revenue
of approximately RMB2,406 million (2017: RMB2,292 million). Gross
profit of the Group decreased substantially by 35.1% to approximately
RMB193 million (2017: RMB298 million). Such decrease in gross profit
was mainly attributable to (i) the increase in cost of corn kernel, (ii) the
increase in cost of electricity and steam and (iii) the selling price not
adjusted in the same pace with the increase in production cost.

Profit after taxation also decreased substantially to approximately
RMB107 million (2017: RMB205 million). Basic earnings per share of
the Company was RMBO0.0175 (2017: RMBO0.0339) based on weighted
average number of 5,995,892,000 ordinary shares.

Mg RA

BE

REESHERN REESHS8BKAHNDAR
#2,406,000,000c (ZZE—+tF: AR
2,292,000,0007T) ° A~ & B &) E F K i@ T %35.1%
Z2#4 ARMA193,000,000L (ZE—+EF : AR
298,000,0007T) ° EFIT &k J5 3 B A7 () EARRLA AR
A (NENREARA LT R(i)HEE W EBEE
ERA EFMmELRLZHAZE-

B 4 12 5 A1 K08 T Bk = A R #107,000,0000T (=&
—+F . ARM205,000,0007T) ° R HNHEF 0% £
5,995,892,000/% & B FHE + AN A BIR AR E AR ZF]
BARM0.01757T (ZF—+45F: ARB0.03397T) °

SEGMENT PERFORMANCE D EBRIR
Upstream products EHRER
For the six months ended 30 June BEANA=1THILAEAR 2018 2017
—E-N\E —T—tF
RMB’000 RMB’000
AR¥ET T AREFTT
Revenue WA 1,672,371 1,548,808
Gross profit EF 98,488 103,828
Gross profit margin EF=E 5.9% 6.7%

Revenue of this business segment increased by 8.0% to approximately
RMB1,672,371,000 (2017: RMB1,548,808,000). As affected by the
increase in corn kernel price, the average selling price of cornstarch
increased substantially by 17.7% to about RMB2,082 (2017:
RMB1,769) per tonne. Sales volume of cornstarch was approximately
560,533 tonnes (2017: 564,939 tonnes).

REBHDBHWALFAS OREHNARE
1,672,371,0007T ( ZF—+4F : AR 1,548,808,000
T0) o BT KKER EFANFE  TRBMHNFEE
BRELEA17.7%EBWHARE2082T (ZF—+
F 1 ARYEA,76970) o E KR 85 = 4 £560,533MF
(—Z—+%:564,939H )

Fermented and downstream products BEBRTHEER
For the six months ended 30 June BZEANA=1+HIELAEA 2018 2017
—2-N\F —E—tF
RMB’000 RMB’000
AR® TR ARBETF T

Revenue WA

— Lysine —Babk 401,341 461,072
— Starch-based sweetener — D HE 146,209 133,457
— Modified starch — B R 161,063 135,404
- Others —H 24,647 13,752
Total @st 733,260 743,685
Gross profit EH 94,988 194,306
Gross profit margin EF= 13.0% 26.1%
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MANAGEMENT DISCUSSION AND ANALYSIS

SEGMENT PERFORMANCE (Continued)

Fermented and downstream products (Continued)

Revenue of this business segment was approximately
RMB733,260,000 (2017: RMB743,685,000), a decrease of 1.4%. Gross
profit margin of this business segment decreased substantially to
13.0% for the period under review, that was mainly attributable to the
poor performance of lysine products and the substantial increase in
the cost of production.

Revenue of lysine products was approximately RMB401,341,000
(2017: RMB461,072,000). The average selling price of lysine products
decreased slightly to approximately RMB5,782 (2017: RMB6,074) per
tonne. The sales volume was approximately 69,416 tonnes (2017:
75,913 tonnes). Sales performance of lysine products was mainly
affected by (i) the decrease in sales volume, (i) the increase in cost
of production and (iii) the decrease in average selling price of lysine
products.

Revenue of starch-based sweetener was approximately
RMB146,209,000 (2017: RMB133,457,000). The average selling price
and sales volume of starch-based sweetener for the period ended 30
June 2018 was approximately RMB2,125 per tonne and 68,820 tonnes
(2017: RMB1,949 per tonne and 68,481 tonnes) respectively.

Revenue of modified starch increased substantially by 18.9% to
approximately RMB161,063,000 (2017: RMB135,404,000). The
increase in revenue was mainly attributable to the increase in sales
volume for the period under review.

Cost of sales

The major cost components mainly consisted of corn kernel and
utilities expenses, which represented about 81.2% and 8.4% (2017:
80.7% and 7.7%) of total cost of sales respectively.

During the period under review, the average corn kernel price in
Shandong region was approximately RMB1,618 (2017: RMB1,466)
per tonne. In the meantime, the average cost of electricity and steam
increased substantially by about 35.1% and 14.6% respectively.

REVIEW OF OTHER OPERATIONS

Other gains and losses

The net amount of other gains and losses decreased substantially to
approximately RMB32 million (2017: RMB76 million). In the first half of
2018, the Group recognised the amortisation of government subsidy of
approximately RMB24 million for acquisition of new production facilities
in Shouguang new production site and received approximately
RMB4,510,000 for general support of business development. In
the first half of 2017, the Group received a government subsidy of
approximately RMB74 million for the compensation of losses incurred
during the relocation of the old production plant in Shouguang.

EI1R/E55m & 7

DEBRIR (&)

BBRTEER &)

REB D BRI A L B AR HET733,260,0007T (= F
—+H4F: AR#743,685,0007T) @ FE1.4% o RER

DEREEBENENERERLE13.0% TER
EABAREEMKRIRFET N EEERAKE LA -

— &
=
=

FE S B I IR A XY 3 A R 401,341,0007T (=
—+4F : AR#461,072,0007T) ° 18 & B & B 8 F
HEBRBKEEWHARYES 782 (Z T —+F !
ANR¥6,0747T) - $HE 4 569,416MF (— T — £
75913M8) - BAMEMMNEERBEEZI()HE
WA (WVEERAR LA MK (iNVERBERFHER
TERETR &

TR ER W A4 B A R #146,209,0007T (—Z —+
4 ARM133,457,000T) © REBIEZT—N\FX
A=+HIEHE BHEOFHEEREED RN A
A RE2 12577 268,820l ( —B—+4 | ARK
1,9497T 68,4811 ) °

FUHEBBOWARE EA18.9%EH AR
161,063,0007T ( — T —+ 4 : A R #135,404,000
J0) o WA EFEE AR EIRE M A S

HEMA

EXZM’JI%E 4K EDD EEHI%ﬁ&/&%%%%ﬂi
3 Rk 48 855 K AR 4981.2% 1:8.4% —+tF:

80.7%M7.7%) °

FAEIEEHAR A - LU B D[R T KR A B AR 4 A T IE
AR 6187_5 (Z=—tF: AR¥E1,4667T) « 81t
EE - &0 RZE A FHRAD RIANE _EF435.1%
&14.6%

Hih& E O R

HiwEREE

Hias & EEFRE AR T EL ARKS32,000,000
T (ZF—+%F : AR®76,000,0007T) ° E"_"—)\
FLEF AEERSATEEREEETEES

FT 15 B9 BT 18 BE T 3R 40 A R 624,000, ooomﬂ%&
- WURBIH AR HE4,510,000TTE BT H KBRS
—RIF-RZZE—tFL¥F EARBSNEL
ERFEHEMEZEBMMRE  NE BT HR
# A\ R #74,000,0007T ©
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MANAGEMENT DISCUSSION AND ANALYSIS
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REVIEW OF OTHER OPERATIONS (Continued)
Liquidity, financial resources and capital structure
The key financial performance indicators are summarised as follows:

B fty B R ()
FBES B ERREARMN
MR BRREEHAAT

30 June 31 December

Units 2018 2017

—E-N\F T—t 4

By NA=+H +=ZA=+—H

Debtors turnover JrE W BR R B2 daysH 25 23
Creditors turnover FERTER R daysH 11 14
Inventories turnover FEiRE daysH 23 20
Current ratio BN L timesf& 3.0 3.8
Quick ratio B E timesf& 25 3.4
Gearing ratio—borrowings to total assets 1EfLEL & — & 7R A B E BE % 0.1 0.1

The Directors are of the opinion that the working capital available to the
Group is sufficient for its present requirements. The Group’s borrowing,
cash and cash equivalents were mostly denominated in Renminbi. As
at 30 June 2018, the borrowing was approximately RMB4,432,000,
interest-free, and with a maturity within one year.

As at 30 June 2018, the Group's available and unutilised banking
facilities amounted to RMB685 million.

Human resources and remuneration policies

As at 30 June 2018, the Group had 2,150 (2017: 2,161) full time staff.
Total staff costs, including directors’ emoluments, for the six months
ended 30 June 2018 were approximately RMB86 million (2017: RMB73
million). The Company’s remuneration policy has remained unchanged
since our 2017 Annual Report. As at 30 June 2018, no share options
has been granted under the Company’s share option scheme.

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 2017 Annual Report.

Pledge of assets

As at 30 June 2018, bills payables were secured by bank acceptance
bills and bank deposits in the amount of RMB6,591,000 and
RMB5,840,000 respectively.

The Group did not pledge any leasehold land and building to secure
banking facilities as at 30 June 2018.

Contingent liabilities
The Group did not have any significant contingent liabilities as at 30
June 2018.
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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 2018 (2017: nil).

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS

As at 30 June 2018, 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:

The Company/associated Capacity/nature of

Hth S RIA0iRE

FHIR R
EFRUTRARBE T \FRA=THILX
BARSETHRE (Z2—LF: &) -

EERTETHAENES
RZZE—\ENAZTH EERARFEETHA
ERAQBIREEAEEEZE (TERBBENSE
571 EEHRBEEN ([75RBEE]) BEXVER)
WA - HERERR D MES P HAEREESNBEK
P155362 IEBREN A AT FEN S CMAsiRE
MRBIFTEN EMETAZERERTES R FNEE
SPA) (MZEESFRI) AR ITME A QD E KB R FTH
KRBT

Number and class of Percentage of

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

BEESBERER IEIRERL

EERE QR HEHEE B HntE (BF&ETD) Bk

Mr. Tian Qixiang The Company Interest in a controlled 3,705,385,194 ordinary shares of 61.79%
(“Mr. Tian”) iN/NE)| corporation HK$0.1 each (L) (note 2)
HEMLEE (THEED EEGEE R R 3,705,385,1941% AR H(HO. 175 7T EY
LA (L) (P EE2)

Merry Boom Group Limited Beneficial owner 131 ordinary shares of 54.58%
taREEBR AR BEmlER A US$1 each (L)
131REREEIFTH S BAR(L)

Mr. Gao Shijun Merry Boom Group Limited Beneficial owner 60 ordinary shares of 25.00%
SttEEA IREEBEFR AR BEmEE A US$1 each (L)
6OMR B AR EE 15 T8 @ AR (L)

Mr. Yu Yingguan Merry Boom Group Limited Beneficial owner 1 ordinary share of 0.42%

THERREE HEEEARAF BERBEAA

US$1 each (L)
1R EREEIETHEBRL)

Notes:

The letter “L” denotes the Directors’ long position in the shares of the
Company or the relevant associated corporation.

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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Disclosure of Additional Information
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS (Continued)
Save as disclosed above, as at 30 June 2018, 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.

INTERESTS OF THE SUBSTANTIAL SHAREHOLDERS AND
OTHER PERSONS

As at 30 June 2018, so far as is known to the Directors, the following
person, other than a Director or chief executive of the Company, has
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 Capacity/nature of interest

EERFTETBRAESNES (&)

B EXHEEEN R-_E-N\FRA=TH &%
RARREBITBABXBRESANBEALHRE
RAR B SHEAIRBEER (E& R &SNS %R
FEXVER) By RO RESS  BEREES
KB GPIH352 (FARSN AR A FENELMA
FARBIRET A ST E AR R R R P e (1)
R IIARE

FERREREMALHES

RIZE-NFRA=ZTRH BEEHMA RRIEZEH
NS GPI5E336 AR RAFENBRMATRER
ATAL(EERARBAEETRABRINRER
AR AR D P HEEERIORA

Number of shares/
underlying shares

Percentage of issued
share capital

RERE B B REEME R4 HERGEE HEBRTREESL
(note 1)
(HEE1)
Merry Boom Group Limited Beneficial owner (note 2) 3,705,385,194 (L) 61.79%
TREEBEBR QA BREAA (H5E2)
Notes: st -

(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.
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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 2018, 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 19 May
2017, 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 2018, 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 2018 annual general meeting
because of his 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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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 2018.

The unaudited condensed consolidated interim financial statements of
the Group for the six months ended 30 June 2018 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, 22 August 2018
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EXECUTIVE DIRECTORS

Mr. Tian Qixiang (Chairman)

Mr. Gao Shijun (Chief Executive Officer)
Mr. Liu Xianggang

Mr. Yu Yingquan

INDEPENDENT NON-EXECUTIVE DIRECTORS
Professor Hua Qiang

Mr. Sun Mingdao

Mr. Yue Kwai Wa, Ken

COMPANY SECRETARY
Mr. Leung Siu Hong, FCCA, FCPA, FCIS, FCS

AUTHORISED REPRESENTATIVES

Mr. Leung Siu Hong
Mr. Yu Yingquan

REGISTERED OFFICE
Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

HEAD OFFICE AND PRINCIPAL PLACE OF BUSINESS IN

HONG KONG
Suite 3312, Tower 1
Times Square

1 Matheson Street
Causeway Bay
Hong Kong

AUDITOR
SHINEWING (HK) CPA Limited
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Corporate Information
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LEGAL ADVISERS

As to Hong Kong Law:
Chiu & Partners

As to Cayman Islands Law:
Conyers Dill & Pearman

PRINCIPAL BANKERS

Bank of China

China Construction Bank

Industrial and Commercial Bank of China
Industrial Bank Company Limited

CAYMAN ISLANDS SHARE REGISTRAR AND TRANSFER
OFFICE

SMP Partners (Cayman) Limited

Royal Bank House — 3rd Floor

24 Shedden Road

P. O. Box 1586

Grand Cayman KY1-1110

Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR AND TRANSFER
OFFICE

Tricor Investor Services Limited
Level 22

Hopewell Centre

183 Queen’s Road East

Hong Kong

WEBSITE

www.chinastarch.com.hk
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