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FINANCIAL HIGHLIGHTS AND SUMMARY

MBGEERBE

2013
—g-=%

RMB’000

1,955,373

2009 2010 2011 2012
—TENF —T-ZF —EB——F —T——F
RMB’000 RMB’000 RMB’000 RMB’000
AREFT ARBFT ARBFT ARBFT
Results ES
Turnover B 1,957,525 2,604,733 3,018,871 3,301,498
Gross profit EF 211,941 284,697 449,808 388,282
Operating profit HEFH 124,765 181,985 303,392 258,796
Profit for the year REEZRE 126,814 163,345 230,177 221,921
Profit attributable to shareholders % 5 fE 1k &4 126,659 161,711 228,990 219,647
Assets and Liabilities EEREE
Total assets BEE 1,339,495 1,782,107 2,013,379 2,441,812
Total liabilities wafs 351,238 324,001 357,242 575,512
Non-controlling interests FEFE AR AR R AE 2R 16,375 18,009 19,196 21,470
Shareholder’s equity R i w 971,882 1,440,097 1,636,941 1,844,830
Major financial data TEHHEE
Current ratio (Times) BN L (%) 2.2 3.9 4.1 2.5
Quick ratio (Times) B (1) 1.6 3.3 3.5 2.2
Gearing — borrowings B2 R — B
to total assets BRIAKRE B 5.7% 2.1% 0.4% 0.3%
Debtors turnover (Days) FEUEBR FURE (K& 30 40 37 35
Creditors turnover (Days) FERTBRFURE (K8 15 13 10 10
Inventories turnover (Days) FEBEE(RE) 34 32 29 24
Cash conversion (Days) IR EEin (KRE) 49 59 56 49
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CHAIRMAN'’S STATEMENT
EFHE

Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”) of China Starch
Holdings Limited (the “Company”). | am pleased to present the annual results of the
Company and its subsidiaries (collectively, the “Group”) for the year ended 31 December
2013.

Business Review

This year, the global economy remained full of uncertainties especially the sovereign
debt crisis in Europe and the slow recovery in the U.S. together with the tense
geopolitical situation in Asia, which generated concerns over the global economy. The
economic growth of emerging and developing market is experiencing a dramatic
medium term slowdown, in particular, the growth of the Chinese economy has slowed
down after decades of double-digit expansion. As the global economy continues to
undergo slow recovery, demand for our products also experienced marginal growth this
year. During the year of 2013, although the Group recorded an increase in the sales
volume, lower average selling price caused a decrease in turnover and a reduction in
gross profit of the Group. Even with the contribution of the new business segment, the
modified starch, the Group’s performance of the year is still less favorable as compared
with that of 2012.

Financial Performance

In 2013, the Group’s turnover amounted to approximately RMB3,422,033,000 (2012:
RMB3,301,498,000), representing a growth of approximately 3.7% as compared with
that of 2012. Gross profit amounted to RMB300,352,000 (2012: 388,282,000),
representing a decrease of 22.6% over 2012. The slight increase in turnover was mainly
due to the contribution of Shouguang Golden Far East Modified Starch Company
Limited (“Golden Far East”), which became our subsidiary upon completion of the
acquisition in November 2012. Excluding the modified starch segment, turnover
decreased by 2.9%, which was the result of an increase in sales volume offset by the
decrease in average selling prices compared to the prior year, which also resulted in a
reduction in gross profit.

Considering the upcoming capital expenditure related to the expansion and relocation
plan of the Group, the Board recommends the final dividend for the year ended 31
December 2013 shall remain at HK0.67 cents per share.

BRI IER AR A A

BEMRRE
RAERKPEBHEZERAERABD(ARADES
(Ex)a(E=zg)) MARZARERENE
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CHAIRMAN'’S STATEMENT
ERHRE

Prospects

Looking forward to 2014, the Group remains positive to the Chinese market. Even with
a relatively modest growth, China continues to exert strong economic influence as a
whole. Meanwhile, a series of measures and recommendations are highlighted from the
Third Plenum, which we believe the coming year will be about implementing the
economic and structural reforms that will transform China into a healthier, consumption
driven economy with greater opportunities in the foreseeable future.

As 2014 will be another challenging year, the Group will continue its strategy of prudent
expansion and maintaining sufficient financial flexibility. The relocation and expansion
plan will be implemented as scheduled. In the meantime, we will strive for organic
growth of our existing business segments as well as pursuing new opportunities
according to market conditions with a vision to delivering long-term value to our
shareholders. We are cautiously optimistic that the Group is well positioned to adapt to
the dynamic market conditions and will continue to grow in a healthy manner as we
have done in the past.

Appreciation

2013 has been a challenging year, on behalf of the Board, | wish to extend my heartfelt
thanks for the dedications and contributions of the management and all employees and
the supports from our shareholders and business partners. In addition, this year, | am
delighted to welcome Mr. Chen Zhijun and Mr. Sun Mingdao who joined the Board as
independent non-executive Directors in September 2013. We would also like to take this
opportunity to bid farewell to our former independent non-executive Directors, Ms. Dong
Yanfeng and Mr. Cao Zenggong, who resigned from the Board due to her retirement
and his other business commitments respectively, and thank you for their valuable
contributions to the Group during their tenure.

Tian Qixiang
Chairman

Shouguang, the People’s Republic of China, 21 March 2014
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MANAGEMENT DISCUSSION AND ANALYSIS

THBIWRR S

GENERAL REVIEW AND OUTLOOK

Review

The manufacturing sector in China has been affected by stagnant demand and
manufacturing contraction. As the Group’s operation is primarily located in China, our
performance this year was inevitably affected by the poor economic atmosphere.

Our management team endeavored to maintain long-term profitability and growth,
unfortunately under current economic environment, turnover of the Group increased
slightly by 3.7% to approximately RMB3,422,033,000 (2012: RMB3,301,498,000), while
gross profit of the Group decreased substantially by 22.6% to approximately
RMB300,352,000 (2012: RMB388,282,000). During the year under review, the Group
recorded a remarkable growth in term of sales volume, which was attributable to an
increase in sales of lysine and the introduction of the new modified starch business
segment. However, gross profit margin decreased even the cost of corn kernel remained
relatively stable, as the overall selling price of our other products was substantially lower
than that of the previous year, due to the stagnant market condition in China. Profit for
the year also decreased significantly by 44.1% to approximately RMB124,161,000
(2012: RMB221,921,000).

Basic earnings per share of the Company was RMB0.0206 per share based on the
weighted average number of 5,941,049,000 shares (2012: RMBO0.0377 per share based
on the weighted average number of 5,825,455,000 shares).

Future plan and prospect

Although there is a lot of uncertainty in the present Chinese economic environment, the
Group, being one of the leading cornstarch manufacturers in China, is generally
optimistic about the future. In order to enhance competitiveness, the Group’s strategy is
to maintain a high level of sales volume which enables the Group to enjoy the advantage
of economies of scale and to support it to sell its core products at competitive cost for a
period of time. As product price is being pushed down in the industry, this becomes a
natural barrier for new entrants and an obstacle for expansion in this industry. With
strong financial background, the Group considers this as an opportunity to consolidate
our leading position during the recession.

The Group entered into two transfer contracts with the Shouguang Provincial
Department of Land and Resources in November 2013 for the acquisition, at a total
consideration of RMB47,340,000, of the land use right of two pieces of industrial land
with a total site area of approximately 133,333 square metres (the “Lands”). The Lands
are adjacent to each other and both situated next to the land which was acquired by the
Group in October 2012 (the “Existing Land”). As disclosed in the announcement dated
31 October 2012, the Group may relocate the whole of its production plants and
facilities at the existing Shouguang production complex to a new production site as may
be granted by the Municipal Government of Shouguang to facilitate and in furtherance of
the Group’s expansion plan.

The Board plans to develop the Lands together with the Existing Land as the Group’s
new production site, which is expected to include production facilities with annual
cornstarch, lysine and modified starch production capacities of approximately 450,000
tonnes, 55,000 tonnes and 100,000 tonnes respectively.

For the avoidance of doubt, the acquisition of the Lands did not constitute any notifiable
transaction of the Company under Chapter 14 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”) as all the
applicable percentage ratios (as defined in Rule 14.07 of the Listing Rules) are less than
5%.
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MANAGEMENT DISCUSSION AND ANALYSIS

THBWRE S

The Group is still negotiating with the Municipal Government of Shouguang for the
possible grant of additional land use rights of land in Shouguang for the further
development of the Group’s new production site. It is expected that the expansion will
be funded by the internal resources of the Group.

Apart from the expansion of the Shouguang production site, the Group has also
launched a project to upgrade the cornstarch production facilities with annual production
capacity to increase from 500,000 tonnes to 600,000 tonnes in the Linging plant. During
the process of facilities upgrade, the production of cornstarch and starch-based
sweetener will be carried out as usual. It is expected that the project will be completed
by the end of 2014.

BUSINESS REVIEW

Cornstarch and ancillary corn-refined products

Turnover EEE
Gross profit EF
Gross profit margin EFE

AEENEEBHTEARTEEHESE A
B LB - AR — S BRI AR
TR - FEMRE L A 15 DA R B8 PR AR
fif o

BECEERIL Z BB AEERERERE
B FRBM A ERETRIRR RCER - HRIEF
/2 A2 F3 500,000 W 12 F+ % 600,000 Wi © 5 3% jfe 4 17
THRER - FoRB R ey R EAS I 1T -
TEHIA R BN T~ UFEFRAERT

EBOE

FRBHRERRNTEER

2013 2012
—z_=
RMB’000 RMB’000
ARET ARETT
2,395,323 2,435,829
149,585 185,906
6.2% 7.6%

Turnover of comstarch and ancillary corn-refined products decreased slightly by 1.7%
to approximately RMB2,395,323,000 (2012: RMB2,435,829,000). This business
segment represented about 70.0% (2012: 73.8%) of total turnover of the Group for year
under review.

As the cornstarch domestic market was sluggish in 2013, both the sales volume and
selling price were lower than those of the previous year. The average selling price of
cornstarch was approximately RMB2,494 per tonne (2012: RMB2,624 per tonne),
decreased by 5%. Cost of corn kernel was stable over these two years, which was
approximately RMB2,028 per tonne (2012: RMB2,042 per tonne).

The Board regards that the global economic environment has slowed down the pace of
recovery in China, hence the domestic demand of cornstarch will take a longer period of
time to resume than it originally expected at the beginning of the year. In the foreseeable
future, the selling price of comnstarch is expected to be maintained at the current level
with a minimal operating profit margin. To take a positive view on the challenge to the
cornstarch industry in China, it is an opportunity for the Group to consolidate the market
position and increase our future profitability by levering up operation efficiency. We have
confidence in the cornstarch industry because cornstarch is of a wide application with
low substitutability, and is non-reusable. It is part of modern prosperous life.

The decrease in gross profit margin of this business segment was mainly attributable to
the reduction of selling price of cornstarch.
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MANAGEMENT DISCUSSION AND ANALYSIS

THBEWE S Hh

Lysine and fertilisers

Turnover HEE
Gross profit ES|
Gross profit margin ERE

BEERRER
2013
—E-—=£F
RMB’000 RMB’000
AR%T T AREFTT
516,418 569,462
85,770 183,828
16.6% 32.3%

Turnover of lysine and fertilisers decreased by 9.3% to approximately RMB516,418,000
(2012: RMB569,462,000). This business segment represented about 15.1% (2012:
17.2%) of total turnover of the Group for year under review.

Given the domestic demand of lysine products was deeply affected by the new bird flu
strain in China throughout the year, our marketing team concentrated on putting more
effort in developing overseas markets. During the year under review, the sales volume of
lysine increased significantly by 26.1% to approximately 71,182 tonnes (2012: 56,461
tonnes). The average selling price of lysine, however, decreased significantly by 27.9%
to RMB7,219 per tonne (2012: RMB10,006 per tonne), which outweighed the benefit of
the increase in sales volume. The percentage of export sales of lysine products
represented about 32.4% (2012: 19.8%) of turnover in this segment.

The decrease in gross profit margin in this segment was mainly due to the decrease in
selling price of lysine products resulted from the slackening domestic demand and keen
competition in export sales.

Starch-based sweetener

Turnover =
Gross profit EF
Gross profit margin EVIES

BEBELIEROSEETHINEZNARKE
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2013
—_E—=
RMB’000 RMB’000
AR®TR ARBTT
217,336 208,862
7,691 8,706
3.5% 4.2%

Turnover of starch-based sweetener increased slightly by 4.1% to approximately
RMB217,336,000 (2012: RMB208,862,000). This business segment represented about
6.4% (2012: 6.3%) of total turnover of the Group for year under review.

During the year under review, the operation of the Linging plant, which is the production
plant of starch-based sweetener, was temporarily suspended in April and May due to
the regular repair and maintenance work in, as well as the accidental failures in the
supplies of steam and electricity to the Linging plant. The operation of Linging plant was
resumed and returned to its normal production capacity subsequently.

BRI IER AR A A
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MANAGEMENT DISCUSSION AND ANALYSIS

THBWRE S

The average selling price and sales volume of starch-based sweetener were
approximately RMB2,336 per tonne (2012: RMB2,426 per tonne) and 93,055 tonnes
(2012: 86,801 tonnes) respectively. The increase in turnover and sales volume of starch-
based sweetener was mainly attributable to the increase in ability of changing product
mix of starch-based sweetener during the year under review.

Modified starch

Turnover ERE
Gross profit EF
Gross profit margin EF =

BORNFEHEEREEEDHNATHEARE
233BIL(ZF—=F: B ARE24267L) &

93,055 (=% :E-%smmm T g A 2

BERHES FT T RANRERNIEERMAA M
NREEFEAET -

SRy

2013 2012

-—2—= —=

RMB’000 RMB’000

AR®T T ARETT

235,269 21,167

46,269 4,607

19.7% 21.8%

During the year under review, the Group’s turnover was benefited from the acquisition of
the modified starch business, through the acquisition of Golden Far East Modified
Starch Co., Ltd (“Golden Far East”), completion of which took place in November 2012.
Turnover of modified starch was approximately RMB235,269,000 (2012:
RMB21,167,000), which represented about 6.8% (2012: 0.7%) of total turnover of the
Group. In addition, most of the customers of modified starch were originated from
overseas. This acquisition of Golden Far East provided an opportunity for the Group to
consolidate the sales team and distribution network.

Electricity and steam

REBFE  AERENZERAR T —F+—
AZERWESELSEREUEBRNAERAR(T2E
RDBUSE RN EE T E o BIUERN 2 XD
7 A R #235,269,000T( = & —:¢ AR

21,167,0007T) * (WA K BB S X FEAN6.8% (ZF
—ZF 1 0.7%) ° LA - # &ﬁm%ﬁﬁ% AN

B8 WEBESERSAERES

HHEE & D i

2013 2012

—E—=F —E—=F

RMB’000 R1\Y/|=X0/0[0)

ARBTR ARBFT

Turnover LR 57,687 66,178

Gross profit EF 11,037 5,235

Gross profit margin FEF & 19.1% 7.9%
Turnover of electricity and steam decreased by 12.8% to approximately RMB57,687,000 & /1 K3 /T H) & ¥ 58 T K128% & 4 A R ¥

(2012: RMB66,178,000). This business segment represented about 1.7% (2012: 2.0%)
of total turnover of the Group for year under review.

The operation of this business segment was affected by a combination of the following
factors during the year under review:

(i) Turnover contributed by Golden Far East was eliminated in the Group’s
consolidated accounts subsequent to the completion of the acquisition of Golden
Far East at the end of November 2012.

(ii) Turnover of electricity increased due to the reconnection of power supply to the
Shouguang local electricity union network since August 2013.

(iii) The industrial demand of steam decreased significantly in the area around the
existing Shouguang production site.

The increase in gross profit margin in this business segment was mainly due to the
decrease in coal price during the year under review.
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MANAGEMENT DISCUSSION AND ANALYSIS

THBEWE S Hh

REVIEW OF OTHER OPERATIONS

Other income and gains

Other income and gains mainly represented government grants, sales of scrap materials
and steam connection income. Other income and gains decreased substantially during
the year under review because the Group recognised a one-off gain on bargain
purchase and the loss on re-measurement of previously held equity interest upon the
acquisition of Golden Far East in 2012.

Distribution and administrative expenses

During the year under review, the increase in distribution and administration expenses
was mainly due to the full year expenditure effect subsequent to the completion of the
acquisition of Golden Far East in November 2012.

Besides, the increase in distribution expenses was attributable to the increase in
marketing expenses and wages and its related expenses. In the meantime, the increase
in administrative expenses was attributable to the increase in staff costs, research and
development expenses, depreciation and exchange difference.

Income tax
Income tax expenses was approximately RMB38,675,000 (2012: RMB66,655,000) and
the Group’s effective tax rate was 23.8% (2012: 23.1%) for the year under review.

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

Dividends

In view of the global and the Chinese economic uncertainty as well as the increasing
cornstarch and lysine market volatility, the Board adopts a conservative approach in the
determination of interim and final dividend of the Company. The Board will consider the
availability of distributable profits, earnings, financial positions, funding requirement,
potential investment opportunity and other relevant factors, such as the expansion and
relocation plan of the Group, when considering the payment of any dividend.

A final dividend (with scrip alternative) of HK0.67 cents per share has been
recommended by the Board for the year ended 31 December 2013.

The graph below illustrates the level of dividend and the dividend payout ratio of the
Company for the last five years.
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MANAGEMENT DISCUSSION AND ANALYSIS

THBWRE S

Human resources and remuneration policies

As at 31 December 2013, the Group had approximately 2,284 full time staff (2012:
2,407). Total staff costs, including Directors’ emoluments, of the Group were
approximately RMB119,616,000 (2012: RMB96,641,000). The Group considers the
experience, responsibility, and performance of the Directors and employees of the
Group in order to determine their respective remuneration packages. The Company has
also adopted a share option scheme (the “Share Option Scheme”) with a primary
purpose of motivating our employees and other eligible persons entitled under the Share
Option Scheme to optimise their contributions to the Group and to reward them for their
contribution to the Group. In addition, a remuneration committee is delegated by the
Board to review and determine the terms of remuneration packages, bonuses and other
compensation payable to the Directors and senior management.

As at 31 December 2013, no share options have been granted under the Share Option
Scheme.

FINANCIAL REVIEW

Financial management and treasury policy

The Group adopts a conservative approach for cash management and investment on
uncommitted funds. Any unused fund is intended to place on short term/fixed deposits
with authorised financial institutions in Hong Kong and/or the People’s Republic of China
(the “PRC”).

Foreign currency exposure

The Directors do not consider the exposure to foreign exchange risk is significant to the
Group’s operation as the Group operated mainly in the PRC and most of the Group’s
transactions, assets and liabilities were denominated in Renminbi. Foreign currencies
were however received from export sales and bank loan. Such proceeds were subject
to foreign exchange risk before converting into Renminbi. The foreign currencies
received from export sales were converted into Renminbi upon receipt from overseas
customers. The Group manages foreign exchange risk by monitoring the exchange
rates closely instead of entering into any foreign exchange hedging arrangement.

12 CHINA STARCH HOLDINGS LIMITED ANNUAL REPORT 2013

ANERRFMBER
RZT—=F+-A=1+—0  AEEEMLH2,284
ZEBEBTI(ZT—ZF :24074) - AEBEMHE
THRA(BRIEEEME) X AARE 119,616,000
TL(ZE—=F : AR%096,641,0007T) - AEEIZ
FEBESREENLR BEERRRETEER
EETEARE - NN BB B — AR AR B (BB AR
D EBEMNASBASEEEE REESE
BREENEMEERA LTS AREEELS
B WEHEERAEBEMELOER T LALE - 1t
I HEE R EEFSTREN LETHIGE
IR EAREMNTEEREREEEHE MR
B o

WZZE-—=F+-A=+—0  AARLEREE
e REET B3R R T RBAHE -

B35 1o R

MHEEREBBER
AEBEYHYEIEERENESRIRTHRSER
RBRERE - AEERSERAHABBNESTR
REBR/SPEARKME ([FHE )R 775
BB, ERER -

S EE L B

EERBBEUARBIE REFRRAEEIES
W mAK EBARIMERR Al - #EITHAHE KRR
FROTERFSWIRING - BREFERERBAR
BATRAZINERRE - MBINEPETHOMER
HREINE - HE R LR R AR - REEW
BRI IMNESR R R E R IMNER R - TRE BT
BEEXREERR



MANAGEMENT DISCUSSION AND ANALYSIS

THBEWE S Hh

Liquidity, financial resources and capital structure

As at 31 December 2013, the available and unutilised banking facilities of the Group
amounted to approximately RMB1,290 million and RMB866 million respectively. The
Directors are of the opinion that the working capital available to the Group is sufficient to
meet its present requirements. The major financial figures and key financial ratios are
summarised as follows:

RBES  MEERREARER
RZT—=F+=ZA=+—8 AEENTRAR
REARITEES BIA A ARB1,290,000,000 7T
K AR #866,000,0007T © R A - AL A E)
ANEEESRUENERERE - TEWKEIR
Ko RGBT L S AT

2013

—E—= = —4F
RMB’000 RMB’000
ARETT ARETT
Cash advances for discounted bills, secured BRI SRR - HiKH 44,033 -
Bank borrowings, secured IRITER - AEE 60,000 -
Bank borrowings, unsecured IBITHE TR - I 319,565 -
Government loan, interest-free and unsecured BB - 68 REEE 7,091 7,091
430,689 7,091

Carrying amount payables: JERTERTEI(E -
Within 1 year —FURA 426,921 2,437
1 to 2 years —FEWF 886 886
2 to 5 years WMEZRHF 2,659 2,659
Over 5 years BBAT 223 1,109
430,689 7,091
Debtors turnover (days) JE Uk B TR e (K80 45 35
Creditors turnover (days) JEAF B FRE e (K80 11 10
Inventories turnover (days) FERE (X 33 24
Current ratio i le S 1.6 2.5
Quick ratio RN R 1.2 2.2
Gearing ratio — borrowings to total assets EREE — ERRAEEE 14.3% 0.3%

The bank borrowings carried interest at fixed rates ranging from 5.3% to 6.3% per
annum, of which the bank borrowings amounting to approximately RMB79,565,000
were denominated in United States dollar. The cash advances for discounted bills and
bank borrowings were secured by bank acceptance bills and pledged bank deposits in
the amount of approximately RMB44,033,000 and RMB10,000,000 respectively.

Pledge of assets and contingent liabilities

As at 31 December 2013, bills payables were secured by bank acceptance bills in the
amount of RMB9,000,000. Save as disclosed above, the Group did not pledge any
leasehold land and building to secure banking facilities and did not have any material
contingent liabilities as at 31 December 2013.

BRI IER AR A A

BITEZRILN T5.3EBE6.3EMETFFEFTE
EFHARE 79,565,000 T AETTAHE © BAIREE
We PR RIBITIER TS BIAL AR 44,033,000
TCRIERTT A 2R R AR # 10,000,000 7T 89 B A
ERITIF RIS o

EEBRARIAAE
RZZE—=F+ZA=+—0H " ENEEUARKE
9,000,000 7T BV R 17 2 5, IR AEHE A o B SR 3
BEN RZT—Z=F+-_A=+—80 £A£EL
FESETAAEE T REFERUERREBITEE - T
EAMEANREME -

e 13



DIRECTORS AND SENIOR MANAGEMENT PROFILES

EFARSREEAREN

Executive Directors

Mr. Tian Qixiang, aged 50, is the chairman of the Board principally responsible for the
Group’s strategic positioning. He is also responsible for formulating the Group’s
business development objectives and ensuring that such objectives are implemented by
the Board accordingly. Mr. Tian was the chairman of the board of directors of Shandong
Shouguang Juneng Golden Corn Development Co., Ltd. (“Golden Corn”), an indirect
wholly-owned subsidiary of the Company, during the period from July 2003 (when he
first joined the Group) to October 2005. He was re-appointed as a director of Golden
Corn in December 2005 and was the chairman of the board of Golden Corn from
August 2006 to July 2012. Mr. Tian has been the authorised representative and
chairman of the board of directors of Shandong Shouguang Juneng Holding Group Co.,
Ltd. (“Juneng Holding Group”) since its establishment in October 2005. Mr. Tian has
been working for Electricity Supply Company of Shouguang City (“Shouguang Electricity
Supply Company”) since 1984. He was appointed as the deputy manager of Shouguang
Electricity Supply Company in October 1985, and was further appointed as its deputy
party secretary in May 1990. Mr. Tian has been the manager and party member of
Shouguang Electricity Supply Company since March 2000. Mr. Tian possesses
substantial experience in corporate management.

Mr. Tian completed his study of Electricity and Water Irrigation from Water and Electricity
Machinery School in 1981 and graduated from The Shandong Province Party
Committee School of the People’s Republic of China with a diploma in Economics
Management in 1996. Mr. Tian obtained the qualification as a senior economist in
December 2002.

Mr. Tian is beneficially interested in approximately 54.58% of the issued share capital of
Merry Boom Group Limited (“Merry Boom”), a substantial shareholder of the Company,
and is also a director of Merry Boom.

Mr. Gao Shijun, aged 46, is the chief executive officer of the Company. Mr. Gao is
principally responsible for overseeing the Group’s operations and business
management. Mr. Gao joined Golden Corn in August 1998, and was later appointed as
the deputy manager of Golden Corn in January 2000. Mr. Gao has been a director of
Golden Corn since July 2003 and its general manager since May 2005. Mr. Gao is also
a director of Linging Deneng Golden Corn Bio Limited (“Deneng Golden Corn”) and
Shouguang Golden Far East Modified Starch Co., Ltd. Mr. Gao obtained an
undergraduate degree in Physics in 1989 and a Master of Business Administration
degree in 2012 from Shandong University. He was also awarded the qualification of
senior engineer in 2010. Mr. Gao was appointed as one of the vice-presidents of China
Starch Industry Association for a term from November 2011 to November 2015.
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DIRECTORS AND SENIOR MANAGEMENT PROFILES

EFEREREEARBAN

Mr. Yu Yingquan, aged 45, is principally responsible for the overall management in
investment and corporate finance of the Group. Mr. Yu first joined the Group as a
director of Golden Corn during the period from July 2003 to October 2005, and was re-
appointed as director in March 2007. Mr. Yu had worked in the accounting and internal
audit departments of Shouguang Electricity Supply Company since August 1990 holding
positions as deputy supervisor of audit department, deputy supervisor and supervisor of
finance department and deputy chief accountant. Mr. Yu took up the position as chief
accountant of Juneng Holding Group upon its establishment to oversee the financial
reporting and performance of all its investments. Mr. Yu is also a director of Juneng
Holding Group since October 2005. Mr. Yu graduated from Shandong Hydro Institute in
1990 with a diploma in Hydro Economic and Financial Management, and obtained a
diploma in Finance Management from Shandong Economics Management Institute in
1998. Mr. Yu obtained the Certificate of Accounting Professional of the People’s
Republic of China issued by Finance Bureau of Shouguang City in 1997.

Mr. Liu Xianggang, aged 45, joined Golden Corn as a factory supervisor in 1998 and
has been a director of Golden Corn since October 2005. Mr. Liu has been as a director
of Deneng Golden Corn since March 2008 and was the general manager from March
2008 to December 2012. He is responsible for the Group’s production technology
developments and cornstarch production. Mr. Liu had worked in the production
technology department of Shouguang Electricity Supply Company from July 1990 to
July 1997 as technical staff responsible for production management and production
route design. Mr. Liu graduated from Shandong Industrial University (subsequently
amalgamated into Shandong University in 2000) in 1990 with an undergraduate degree
in Industrial Management, and obtained a postgraduate diploma in Industrial Economics
from the Economics School of Shandong University in 2003. Mr. Liu also obtained a
Master of Business Administration degree from Shandong University in 2012. Mr. Liu
obtained the qualification as senior engineer in 2002. Mr. Liu is the deputy supervisor of
the Cornstarch Professionals Committee of China Starch Industry Association.

Independent non-executive Directors

Mr. Chen Zhijun, aged 48, is a professor and the Vice-Dean of the School of
Management of Shandong University. Mr. Chen obtained a doctoral degree in Business
Management from Nankai University in 2006. He has been the Chief Academic
Consultant (Group’s Management) of China Centre for Enterprise Group Research at
Central South University since June 2011 for a term of three years. Mr. Chen is a part-
time professor of Anhui University of Finance & Economics and also serves as a
distinguished lecturer for the Advanced Strategy Management Programme for
Outstanding Teachers organised by the National Higher Education Institutions Teacher
Online Training Center under the Ministry of Education of the People’s Republic of
China.

Mr. Chen has been appointed as an independent director of Shandong Geo-mineral
Co., Ltd. (“Shandong Geo-mineral”) (formerly known as Taifu Industry Co., Ltd.) on 24
January 2013. Mr. Chen was also an independent director of Huayi Compressor Co.,
Ltd. (“Huayi”) for the period from May 2011 to March 2012. The shares of Shandong
Geo-mineral and Huayi are listed on the Shenzhen Stock Exchange.
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DIRECTORS AND SENIOR MANAGEMENT PROFILES

EFEREREEARBN

Mr. Sun Mingdao, aged 65, was appointed as the chief secretary of China Starch
Industry Association in November 2011 for a term of four years. Mr. Sun had been a
deputy director of the research centre and a vice general manager of Wuhan Huali
Environmental Technology Co., Ltd. from 2001 to 2007.

Mr. Yue Kwai Wa, Ken, aged 48, has been appointed as an independent non-
executive Director on 5 September 2007. Mr. Yue is also an executive director, the
company secretary and the compliance officer of Roma Group Limited (“Roma”). He has
also been appointed as an independent non-executive director of Major Holdings
Limited (“Major”) on 30 December 2013. Both Roma and Major are listed on The Stock
Exchange of Hong Kong Limited. Mr. Yue is a certified public accountant with solid
experience in accounting, auditing and corporate finance. Mr. Yue is also a member of
the American Institute of Certified Public Accountants and the Colorado State Society of
Certified Public Accountants. He is also holding a specialist certificate and a practising
certificate in corporate finance of the Hong Kong Securities Institute.

Senior Management
All the executive Directors are responsible for the various aspects of the business and

operation of the Group. These executive Directors are regarded as the members of the
senior management team of the Group.
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REPORT OF THE DIRECTORS
EFEREE

The Directors have pleasure in presenting their annual report and the audited
consolidated financial statements of the Company and its subsidiaries (collectively, the
“Group”) for the year ended 31 December 2013.

Principal Activities

The principal activity of the Company is investment holding. The Company’s subsidiaries
are principally engaged in the manufacture and sale of cornstarch, lysine, starch-based
sweetener, modified starch, and ancillary corn-based and corn-refined products and
sales of electricity and steam. Details of the principal activities of the Company’s
subsidiaries are set out in note 18 to the consolidated financial statements.

Results and Dividends

The results of the Group for the year ended 31 December 2013 are set out in the
consolidated statement of comprehensive income on page 34.

The Board is pleased to recommend the payment of a final dividend of HKO.67 cents
per share, in a total of approximately HK$40,147,000. Subject to the approval of the
shareholders of the Company in the forthcoming annual general meeting (the “AGM”) of
the Company to be held on 20 May 2014, the final dividend is expected to be paid in
June 2014 in cash with a scrip dividend option. The details of the scrip dividend scheme
will be set out in the circular to the shareholders after the approval of the final dividend in
the AGM.

Share Capital

Details of movements of the share capital of the Company during the year are set out in
note 24 to the consolidated financial statements and in the consolidated statement of
changes in equity.

Non-Current Assets

Details of movements of the Group’s non-current assets (including property, plant and
equipment and prepaid lease payments) during the year are set out in notes 16 and 17
to the consolidated financial statements.

Five-Year Financial Summary

A summary of the published results and assets and liabilities of the Group for the last
five financial years is set out on page 2. The summary does not form part of the audited
consolidated financial statements.
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REPORT OF THE DIRECTORS
EFEHREE

Distributable Reserves

As at 31 December 2013, the Company’s reserves available for distribution to
shareholders amounted to approximately RMB225,281,000. The amount of distributable
reserves included the Company’s share premium of approximately RMB201,704,000,
which may be distributed provided that the Company will remain solvent after the
distribution of dividend. Movements in the reserves of the Company are set out in note
25 to the consolidated financial statements.

Major Customers and Suppliers

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

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

Executive Directors

Mr. Tian Qixiang (Chairman)

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

Mr. Liu Xianggang

Independent non-executive Directors

Mr. Yue Kwai Wa, Ken

Ms. Dong Yanfeng (retired with effect from 5 September 2013)
Mr. Cao Zenggong (resigned with effect from 5 September 2013)
Mr. Chen Zhijun (appointed with effect from 5 September 2013)
Mr. Sun Mingdao (appointed with effect from 5 September 2013)

Mr. Chen Zhijun and Mr. Sun Mingdao, both being new independent non-executive
Directors appointed by the Board with effect from 5 September 2013, will hold office
until the forthcoming AGM in accordance with Article 112 of the Company’s articles of
association (the “Articles”) and, being eligible, offer themselves for election by
shareholders.

By virtue of Article 108(A) of the Articles, Mr. Tian Qixiang and Mr. Liu Xianggang will
retire and, being eligible, offer themselves for re-election at the forthcoming AGM.

Independent Non-executive Directors’ Independence
Confirmation

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

As at 31 December 2013, none of the Directors proposed for re-election at the AGM
has entered into any service contract with the Company which is not determinable by
the Company within one year without payment of compensation, other than statutory
compensation.

Emolument Policy

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

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

Emoluments of Directors and Five Highest Paid Individuals

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

Directors’ Interest in Contract of Significance

As disclosed in the announcement of the Company dated 23 November 2012, the
Group entered into three purchase agreements with Shandong Shouguang Juneng
Electric Co., Ltd (“Juneng Electric”) on 3 May 2012, 29 May 2012 and 23 November
2012 respectively. During the year under review, these three purchase agreements were
still subsisting because the balance of consideration is to be settled according to the
payment schedule which depends on the construction progress of the new Shouguang
production site. Please refer to the announcement dated 23 November 2012 and note
33(a) to the consolidated financial statements for details of these transactions.

Juneng Electric was an associate of Mr. Tian Qixiang (“Mr. Tian”), an executive Director,
and a connected person of the Company. Mr. Yu Yingquan (“Mr. Yu”), an executive
Director, also had 5% beneficial interest in Shandong Shouguang Juneng Holding Group
Co. Ltd (“Juneng Holding Group”), the 32% (2012: 54%) beneficial shareholder of
Juneng Electric. As Mr. Tian had ceased to have any interest in Juneng Holding Group
since January 2014, Juneng Holding Group and Juneng Electric are no longer
connected persons of the Company. Mr. Yu had also ceased to have any interest in
Juneng Holding Group since January 2014.

Save as disclosed, no contracts of significance in relation to the Group’s business to
which the Company or any of its fellow subsidiaries was a party and in which a Director
of the Company had a material interest, whether directly or indirectly, subsisted during
or at the end of the financial year.
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Related Party Transactions

Details of the material related party transactions undertaken in the normal course of
business are provided under note 33(b) to the consolidated financial statements. None
of them constitutes a connected transaction as defined under the Listing Rules.

Directors’ and Chief Executive’s Interests and Short Positions
in Shares, Underlying Shares or Debentures of the Company or
its Associated Corporations

As at 31 December 2013, 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:

RELXS

EEFREGBRTETNERBENRSHEHR
B BMERMFLS3(0) - ZERX A NER LR
AIRERRERS -

EERIETBRABRE DR RNE M
ZERD  HEROIESTHEER
RE

R-F—=F+_A=t1t—R BEFERAQAELE
TBRABRARRBSE AL EE(ERRES
EPIE 571 B F MBS ([FEH R BE G )
SEXVE) R - ERRD REST - HERESE
5 R EEDIE 2 GRTHN AR FENEL
MARARE RSN EHBETAERETE

HRHMRETR ([RETFR D ARTHEART
NES s SORRIAT

The Company/ Capacity/ Number and class of Percentage
Name of Director associated corporation nature of interest securities held (note 1) of shareholding
EEpE ADTR/HELE B REHE BERFHARER (1) EREBNE DL
Mr. Tian The Company Interest in a controlled 3,705,385,194 ordinary shares 61.83%
HEE PN/NG] corporation of HK$0.10 each (L) (note 2)
RyEH)EE R 3,705,385,194 %
SRRMEE010B T
LAER L (FFE2)
Merry Boom Group Limited Beneficial owner 131 ordinary shares of US$1 each (L) 54.58%
REEEERAF E=BEAA 131 IREREE1 ETm TR L
Mr. Gao Shijun Merry Boom Group Limited Beneficial owner 60 ordinary shares of US$1 each (L) 25.00%
St ELE REEBEER AT EaBAA B0 FARMEE 1 E T LB (L)
Mr. Yu Merry Boom Group Limited Beneficial owner 1 ordinary share of US$1 each (L) 0.42%
TEE REKEARAR ERHAA 1REREEETHLERD
Notes: LiE3
1) The letter “L” denotes the Directors’ long position in the shares of the Company or the (1) FH (L RRESRARR A BHEB RS/
relevant associated corporation. jSy=a
2) These shares were held by Merry Boom Group Limited. Merry Boom Group Limited is owned 2 &t%ﬁﬁ@m’\"aé@i%ﬁﬁaﬁaﬁ%ﬁ o MEEEFR

as to approximately 54.58% by Mr. Tian. Mr. Tian is deemed to be interested in all the shares
held by Merry Boom Group Limited under the SFO.

Save as disclosed above, as at 31 December 2013, none of the Directors and the chief
executive of the Company nor their respective associates had any interest or short
position in the shares, underlying shares and debentures of the Company or any of its
associated corporation (within the meaning of Part XV of the SFO) which were required
to be recorded in the register kept by the Company pursuant to section 352 of the SFO
or as otherwise notified to the Company and the Stock Exchange pursuant to the Model
Code.
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Share Option Scheme

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

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

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

3. The maximum number of Shares which may be issued upon the exercise of all
outstanding options granted and yet to be exercised under the Share Option
Scheme and any other share option scheme adopted by the Group must not in
aggregate exceed 30% of the share capital of the Company in issue from time to
time. The total number of the Shares which may be allotted and issued upon the
exercise of all options (excluding, for this purpose, options which have lapsed in
accordance with the terms of the Share Option Scheme and any other share
option scheme of the Group) to be granted under the Share Option Scheme and
any other share option scheme of the Group must not in aggregate exceed 10%
of the Shares in issue on the date on which the Shares are listed on the Main
Board of the Stock Exchange.
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The total number of Shares issued and which may fall to be issued upon the
exercise of the options granted under the Share Option Scheme and any other
share option scheme of the Group (including both exercised or outstanding
options) to each grantee in any 12-month period shall not exceed 1% of the
issued share capital of the Company for the time being (“Individual Limit”). Any
further grant of options in excess of the Individual Limit in any 12-month period up
to and including the date of such further grant must be separately approved by
the shareholders of the Company in general meeting with such grantee and his
associates abstaining from voting.

Any grant of options under the Share Option Scheme to a director, chief executive
or substantial shareholder of the Company or any of their respective associates
must be approved by independent non-executive directors of the Company
(excluding independent non-executive director of the Company who or whose
associates is the proposed grantee of the options). In addition, any grant of
options to a substantial shareholder or an independent non-executive director of
the Company or any of their respective associates, in excess of 0.1% of the
Shares in issue at any time or with an aggregate value (based on the closing price
of the Shares at the date of the grant) in excess of HK$5 million, within any
12-month period, are subject to shareholders’ approval of the Company in a
general meeting.

The exercise period of the share options granted under the Share Option Scheme
is determined by the directors of the Company, which period may commence
from the date of the offer for the grant of options is made, but shall end in any
event not later than 10 years from the date of the offer for the grant of the option
or the expiry date of the Share Option Scheme, whichever is earlier, subject to the
provisions for early termination as stated in the Share Option Scheme.

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

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

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

As at 31 December 2013, no share options were granted under the Share Option
Scheme of the Company.
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FERRRAQARG RARKRDHH
RS

Interests of the Substantial Shareholders in Shares and
Underlying Shares of the Company

As at 31 December 2013, so far as is known to the Directors, the following persons, R-ZT—=F+—-A=+—H BEEMRH &KX
other than a Director or chief executive of the Company, have an interest or a short A RIIEEE S RS KN FEIB6IERARATEEFZEH
position in the shares or underlying shares of the Company as recorded in the register ~ Z MR U TA T (BEH AR T EIBITH
required to be kept by the Company under section 336 of the SFO: =2 BRON) AR B R A7 sk A BA AR 1D HE A R s sk

f

>

Percentage of
issued share capital
(note 5)
HEBRTREAB DL
(FffzE5)

Capacity/nature Number of shares/
of interest

513 EatE

Name of shareholder
BRRERE

underlying shares (note 1)
B, RGO E (1)

Merry Boom Group Limited Beneficial owner 3,705,385,194 (L) 61.83% (note 2)

REEBGR AT BEmBAA (fF5E2)
Victory Investment China Group Beneficial owner 292,000,000 (L) 6.52% (note 3, 4)
Limited (“VICGL”) EREEA (MIEES ~ 4)
Person having a security interest 99,000,000 (L)
BEREEZMHATLT
Wang Ruiyun Interest in a controlled 391,000,000 (L) 6.52% (note 3)
FmE corporation (VICGL) (BH3£3)
EEHEEER
(VICGL)
Notes: BT
1) The letter “L” denotes the long position in the shares of the Company. (1) F& L] ERARRIRDHITE ©
@ These shares were held by Merry Boom Group Limited. Merry Boom Group Limited is owned @) IERGOBEEEEERAREES - REEEAR

)

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 and Short Positions in Shares, Underlying Shares or Debentures of the
Company or its Associated Corporations” above.

In accordance with the corporate and individual substantial shareholder notices of VICGL and
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 5,992,129,668 shares of the
Company in issue as at 31 December 2013.

©)

ARABAARRTESHREIFHLEREBLD
54.58% % o RIBBHFRBEKRA M EX[ES
REBITHRABRARR RS EAR ARG - HE
ROREHPEOER AR ] —BIIKE  BEE
W AN EREBERARBENMERNTES
Wi o

RIBVICGLE T RE R-F—ZF/\ A +EHEER
EVEE REA KRB - WEBBRHBEETIHL
IR G 4 E w74 T Aif %A 145,000,000 A 4
RAR) AR

RIFVICGLIN — 2 —FF \ A+ L HEZHAEER
% SR8 A - VICGLER 5 — 4 0% B B3R [ Goldstone
Fund Ltd | #£[A)#575 99,000,000 AR A B IF &

BRESLKIRE-T—=F+_A=+—HZERQ
7)4 5,992,129,668 I B BT DT E ©

B EXPRREBEEN RZF—=F+_A=+—
B BREXTEEREIZTHRABRAARLER
BoRER L - HERD REST R RRE ] —
BRBREELARTEIBITRABNERIAR
O BERARREBITHRABMTABEMAL
RAR B RARRI I 0 h B IRIBE 5 B E
D15 336 (AR BN AR RFEN B MAE S
KR

Save as disclosed above, as at 31 December 2013, other than the Directors and chief
executive of the Company whose interests or short positions are set out in the
paragraph headed “Directors’ and Chief Executive’s Interests and Short Positions in
Shares, Underlying Shares or Debentures of the Company or its Associated
Corporations” above, the Directors and the chief executive of the Company were not
aware of any person who had an interest or a short position in the shares, or underlying
shares of the Company which were required to be recorded in the register kept by the
Company pursuant to section 336 of the SFO.
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Directors’ Rights to Acquire Shares or Debentures

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

Purchase, Sale or Redemption of the Company’s Listed
Securities

There was no purchase, sale or redemption by the Company or any of its subsidiaries,
of the Company’s listed securities during the year ended 31 December 2013.

Pre-Emptive Rights

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

Public Float

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

Corporate Governance

The Group is committed to maintaining a high level of corporate governance. A detailed
Corporate Governance Report is set out on pages 25 to 31 of this annual report.

Auditor

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

On behalf of the Board

Tian Qixiang

Chairman

Shouguang, The People’s Republic of China

21 March 2014
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CORPORATE GOVERNANCE REPORT

ERELGRE

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

Corporate Governance Practices

The Company has complied with the applicable code provisions as set out in the
Corporate Governance Code (the “CG Code”) contained in Appendix 14 of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”) during the year under review and has 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 2013 annual general meeting (the “2013
AGM”) because of his other business engagement.

Developments in corporate governance practices

The Board reviews the code provisions as set out in the CG Code and evaluates the
application and feasibility of the CG Code regularly. During the year, the Company has
the following developments in corporate governance:

In May 2013, the Company facilitated and carried out an in-house training in respect of
the updates of the Listing Rules, the Securities and Futures Ordinance, and the
obligation of disclosure of insider information, etc. for the Directors.

In August 2013, the Company adopted the Board Diversity Policy. The purpose of the
Board Diversity Policy aims to set out the approach to achieve diversity of the Board.

In September 2013, the Company arranged an insurance cover in respect of legal action
against the directors and officers of the Company and its subsidiaries. The Board are of
the opinion that, with sufficient insurance coverage, it is easier to attract talent to join the
Group. In the same month, the Company appointed two new independent non-
executive Directors.

Business Model and Strategy

The Group has the mission to capturing an increasing market share and expanding our
business scope to become a market leader in the corn-refinery industry in the People’s
Republic of China (the “PRC”). To achieve this goal, the Directors and its executive
management teams are engaged in expanding our production capacity of cornstarch
and lysine products, expanding our product pipeline, expanding our marketing force and
our market coverage, and enhancing our research and development capability. In
addition, the Directors regard that food safety and production safety are also the keys to
success. The Directors are keen to promote working environment safety in all production
sites and the use of non-genetically modified corn kernel for our products. Details of the
Group’s future plan and prospect are set out in the “Management Discussion and
Analysis” section of this annual report.
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Directors’ Securities Transactions

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

The Board

The Company is governed by the Board, which is responsible for strategic leadership,
approving annual budget, formulating business plans and long term strategy, evaluating
the performance of the Group and supervising the management. The Board is also
responsible for the integrity of financial information and the effectiveness of the Group’s
internal control systems. The Board has, with the assistance of the internal audit
department and its Audit Committee, conducted a review on the Group’s internal control
system including the adequacy of the resources, qualifications and experience of the
staff of the Group’s accounting and financial reporting function, and the relevant training
programmes and budget. In addition, the Board also recognise the function of corporate
governance in accordance with the CG Code, including developing, reviewing and
monitoring the Group’s policies and practices on corporate governance and compliance
with legal and regulatory requirements.

To facilitate effective management, the Board has delegated certain functions to various
Board committees, namely, the Audit Committee, the Remuneration Committee and the
Nomination Committee. Each of these Board committees operates under their
respective written terms of reference on terms no less exacting than the code provisions.
Suggestions and conclusions of the Board committees will be reported to the Board in
its subsequent meeting.

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

Four regular Board meetings are scheduled one year in advance to facilitate maximum
attendance by Directors. Additional Board meetings are convened as and when
required.
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The attendance record of the Directors at the 2013 AGM, Board meetings and Board
committee meetings held in 2013 are as follows:

Board
Ezg
Regular Others
EHEHE Hitgs
Executive Directors: YTES:
Mr. Tian Qixiang (Chairman) MEREE(EE) 4/4 2/2
Mr. Gao Shijun (Chief Executive Officer) St ELE (FTHAE) 4/4 2/2
Mr. Liu Xianggang BIRMI%EE 4/4 2/2
Mr. Yu Yingquan TRzEE 4/4 2/2
Independent non-executive Directors: BUFHTES:
Mr. Cao Zenggong* R 3/3 2/2
Mr. Chen Zhijun* REELE" 11 N/A TER
Ms. Dong Yanfeng EX03 e 3/3 2/2
Mr. Sun Mingdao" HeRBEE" 11 N/A
Mr. Yue Kwai Wa, Ken REERE 4/4 2/2
* Resigned with effect from 5 September 2013
# Retired with effect from 5 September 2013

Appointed with effect from 5 September 2013

There is no relationship (including financial, business, family or other material/relevant
relationship(s)) among the Directors and in particular, between Mr. Tian Qixiang
(Chairman) and Mr. Gao Shijun (Chief Executive Officer). The biographies of the Directors
are set out in the section named “Directors and Senior Management Profile” of this
Annual Report.

During the year under review, all Directors have participated in continuous professional
development to develop and refresh their knowledge and skills by attending in-house
director’s training, seminar or course and reading materials relevant to the Company’s
business and director’s duties and responsibilities. The Company has provided a
comprehensive, formal and tailored induction programme for the newly appointed
independent non-executive Directors. In addition, in order to allow the Directors to
understand the latest development of regulatory and compliance issues, they are also
provided with market news and regulatory updates from time to time.
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Chairman and Chief Executive Officer

The roles of the Chairman and Chief Executive Officer are separate and not performed
by the same individual. Mr. Tian Qixiang holds the position of the Chairman, primarily
responsible for strategic positioning. Mr. Gao Shijun serves as the Chief Executive
Officer, primarily responsible for the operations and business development of the Group.

Company Secretary

Mr. Leung Siu Hong (“Mr. Leung”) is a full-time employee and is appointed as the
company secretary of the Company from February 2008. He also serves as the
secretary of Audit Committee, Nomination Committee, Remuneration Committee and
other board committees as organised by the Board from time to time. Mr. Leung is
responsible for advising the Board through the Chairman and/or the Chief Executive
Officer on governance matters, for example, to ensure Board procedures and applicable
laws and regulations are followed.

Mr. Leung is a fellow member of the Hong Kong Institute of Certified Public Accountants
and Association of Chartered Certified Accountant. Mr. Leung is also a fellow member
of The Institute of Chartered Secretaries and Administrators and The Hong Kong
Institute of Chartered Secretaries.

During the year under review, Mr. Leung took no less than 15 hours professional training
to update his skills and knowledge.

Director’s Appointments, Re-election and Removal

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

Independent non-executive Directors are appointed for a term of one year subject to
retirement by rotation and re-election in accordance with the Articles. Each independent
non-executive Director is required to inform the Company as soon as practicable if there
is any change that may affect his independence and must provide an annual
confirmation of his independence to the Company.

Changes in Information of Directors

Pursuant to Rule 13.51B(1) of the Listing Rules, the changes in information of a director
of the Company subsequent to the date of the 2013 Interim Report are set out below:

Mr. Yue Kwai Wa, Ken, has entered into a letter of appointment with the Company for a
fixed term of one year commencing from 5 September 2013 and is automatically
renewable by both parties each year, for successive terms of one year, upon expiry. Mr.
Yue has been appointed as an independent non-executive director of Major Holdings
Ltd (Stock code: 8209) on 30 December 2013.
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Audit Committee

The major roles and functions of the Audit Committee are to review and supervise the
financial reporting process, financial controls, internal control and risk management
system of the Group and to provide recommendations and advices to the Board on the
appointment, re-appointment and removal of external auditor as well as their terms of
appointment.

The Audit Committee of the Company currently consists of all independent non-
executive Directors, namely Mr. Chen Zhijun, Mr. Sun Mingdao and Mr. Yue Kwai Wa,
Ken. Mr. Yue Kwai Wa, Ken is the chairman of the Audit Committee.

During the year under review, the Audit Committee reviewed the results and the financial
reports with the management, discussed the annual audit issues with the external
auditor and made recommendation to the Board on the re-appointment of the external
auditor.

Remuneration Committee

The major function of the Remuneration Committee is to make recommendation to the
Board on the remuneration policy and remuneration structure for all Directors of the
Company. The Remuneration Committee of the Company currently consists of all
independent non-executive Directors namely, Mr. Chen Zhijun, Mr. Sun Mingdao and
Mr. Yue Kwai Wa, Ken, and the Chairman of the Company, Mr. Tian Qixiang. Mr. Yue
Kwai Wa, Ken is the chairman of the Remuneration Committee.

During the year under review, the Remuneration Committee reviewed and made
recommendation on the remuneration, including discretionary bonus, of the Directors
and the remuneration policies.

Nomination Committee

The major functions of the Nomination Committee are to review the structure and
composition of the Board, to implement and review the Board Diversity Policy, to review
and provide recommendations on the terms of Director’s service contract, and to
assess the independence of the independent non-executive Directors.

The Nomination Committee of the Company currently consists of all independent non-
executive Directors namely, Mr. Chen Zhijun, Mr. Sun Mingdao and Mr. Yue Kwai Wa,
Ken and the Chairman of the Company, Mr. Tian Qixiang. Mr. Yue Kwai Wa, Ken is the
chairman of the Nomination Committee.

During the year under review, the Nomination Committee made recommendation to the
Board for the re-election of Directors at the 2013 AGM and reviewed the independence
of the independent non-executive Directors and evaluated the structure and composition
of the Board. In addition, the Nomination Committee nominated and recommended Mr.
Chen Zhijun and Mr. Sun Mingdao to the Board in order to fill the causal vacancy
following the resignation and retirement of Mr. Cao Zenggong and Ms. Dong Yanfeng
respectively. The nomination procedures were made in accordance with the Board
Diversity Policy of the Company adopted in August 2013.
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Board Diversity

With a view to achieving a sustainable and balanced development, the Company sees
increasing diversity at the Board level as an essential element in supporting the
attainment of its strategic objectives and its sustainable development. In designing the
Board’s composition, Board diversity has been considered from a number of aspects,
including but not limited to gender, age, culture, race, educational background,
professional experience, skills, knowledge and independence. All Board appointments
will be based on meritocracy, and candidates will be considered against objective
criteria, having due regard for the benefits of diversity on the Board.

The following graph provides an analysis on the composition of the Board:
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presentation of the consolidated financial statements in accordance with Hong Kong
Financial Reporting Standards and Hong Kong Accounting Standards have been
adopted, suitable accounting policies have been used and applied consistently, and
reasonable and prudent judgement and estimates have been made. The Board is not
aware of any material uncertainties relating to events or conditions that may affect the
business of the Company or cast doubts on its ability to continue as a going concern.

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

30

CHINA STARCH HOLDINGS LIMITED ANNUAL REPORT 2013

SEAR BB EANRR R AE TR F I HRZ
AHMBHER  YEERERRERESNS
BERAREHA B MEEWFIE KGR - EEEE
SREEBREMERTHARMFBERATETHE
RABMEBLEFELEMEET -

B EEHERPARPBENMGE - AQF
TEAARSEEMESNNEB RIS E -



CORPORATE GOVERNANCE REPORT

EREIWRE

For the year ended 31 December 2013, the fee payable to the external auditor of the
Company, PricewaterhouseCoopers, in respect of audit and non-audit services is set
out below:

Audit:
Tax representative service:

HK$1,369,000
HK$31,000

Internal Control

The Board is ultimately responsible for the effectiveness of the internal control system of
the Group. The management of the Group has dedicated to improving the efficiency of
accounting and financial reporting. During the year under review, the Board, through the
internal audit department, has performed internal control review on major operations of
the Group. The scope of review is determined by the Board and the Audit Committee.
The results, with potential control, operational, compliance and financial impact, are
discussed in the Board meeting. The Group is not aware of any material internal control
weaknesses affecting the overall operation.

Relationship with Shareholders

Pursuant to the Articles of the Company, shareholder(s) holding not less than one tenth
(10%) of the paid up capital of the Company can convene an extraordinary general
meeting (the “EGM”) by depositing the requisition in writing to the Directors or the
Company Secretary for the purpose of requiring the EGM. The requisition in writing
should be sent to the Company’s office at Suite 3312, Tower 1, Times Square, 1
Matheson Street, Causeway Bay, Hong Kong. The same procedure also applies to any
proposal to be tabled at shareholders’ meetings for adoption.

The Company welcomes enquires from shareholders. The Board will review
shareholders’ enquires on a regular basis. Specific enquiries and suggestions by
shareholders can be sent in writing to the Board or the Company Secretary at the above
address or by email (ir@chinastarch.com.hk).

In case of shareholding enquires, shareholders should direct their enquiries to the
Company’s Hong Kong branch share registrar, Tricor Investor Services Limited, via its
website at www.tricoris.com, or by email to is-enquiries@hk.tricorglobal.com or dial its
hotline at (852) 2980 1333 or go in person at its public counter at Level 22, Hopewell
Centre, 183 Queen’s Road East, Hong Kong.

The Company recognises the importance of shareholders’ privacy and will not disclose
shareholders’ information without their consent, unless required by law to do so.
Constitutional Documents

The Company did not make any changes to its constitutional document during the year
under review.
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INDEPENDENT AUDITOR’S REPORT
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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF CHINA STARCH HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of China Starch Holdings Limited
(the “Company”) and its subsidiaries (together, the “Group”) set out on pages 34 to 92,
which comprise the consolidated and company statements of financial position as at 31
December 2013, and the consolidated statement of comprehensive income, the
consolidated statement of changes in equity and the consolidated statement of cash
flows for the year then ended, and a summary of significant accounting policies and
other explanatory information.

Directors’ responsibility for the consolidated financial
statements

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

Auditor’s responsibility

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

We conducted our audit in accordance with Hong Kong Standards on Auditing issued
by the Hong Kong Institute of Certified Public Accountants. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free from
material misstatement.
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22/F Prince’s Building, Central, Hong Kong
Tel: +852 2289 8888  Fax: +852 2810 9888
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INDEPENDENT AUDITOR’S REPORT
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An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the consolidated financial statements. The procedures selected
depend on the auditor’s judgment, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal control relevant to the
entity’s preparation of the consolidated financial statements that give a true and fair view
in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by the directors, as well as
evaluating the overall presentation of the consolidated financial statements.

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

Opinion

In our opinion, the consolidated financial statements give a true and fair view of the state
of affairs of the Company and of the Group as at 31 December 2013, and of the
Group’s profit and cash flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 21 March 2014
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
SfES RN

For the year ended 31 December 20138 HZEZ-Z—=F+-A=+—HILFE

2013 2012
—E—=fF
RMB’000 RMB’000
ARET T ARBT T
Turnover B 5 3,422,033 3,301,498
Cost of sales FHE KA (3,121,681) (2,913,216)
Gross profit E7 300,352 388,282
Distribution expenses DEHER (86,666) (78,184)
Administrative expenses THER (92,716) (82,152
Other income and gains, net H iU A R Uk et %58 6 20,391 30,850
Operating profit 4 & 1|3 141,361 258,796
Finance income BhE YA 7 29,356 32,563
Finance expenses BMEEA 8 (7,881) (318)
Share of result of an associate FEME—RE & A R AR = (2,465)
Profit before taxation s 5 BT A 9 162,836 288,576
Income tax expenses FRiSHisz i 10 (38,675) (66,655)
Profit and total comprehensive income
for the year REEFERERE W B 124,161 221,921
Attributable to: AT S IEES -
Owners of the Company ZiN/NGTE 2= DN 122,198 219,647
Non-controlling interests IR AR R A 2 1,963 2,274
124,161 221,921
Basic and diluted earnings per share (RMB) FIRERGESEN (ARE) 13 0.0206 0.0377

The notes on pages 41 to 92 are an integral part of these consolidated financial 41 ZE 92 E&H{ T 3 & B FEMERNE R D o
statements. Details of proposed final dividend payable to owners of the Company are 7 e 2N A 71 A A B HER R 2IRR B 5 15 = A Mt
set out in note 14. F147A °
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
SHMHFRAR

As at 31 December 2018 R-ZE—=F+=-A=+—H

2013 2012
—ZE—= —T—_4F
RMB’000 RMB’000
AR¥T R AREFTT
Non-current assets FRBEE
Property, plant and equipment ME - BERKRE 16 1,208,295 778,319
Prepaid lease payments FANHEER 17 148,452 103,259
Deposits for acquisition of prepaid WETENHERRES
lease payments 19 60,945 80,000
Deposits for acquisition of property, WHEMZE  BERZENRES
plant and equipment 29,684 103,977
Deferred tax assets BEFIIBEE 26 1,091 1,254
1,448,467 1,066,809
Current assets RENEE
Prepaid lease payments T HEER 17 3,467 2,500
Inventories TE 20 384,881 182,506
Trade and other receivables B 5 K H A FEUGK 21 523,574 387,188
Income tax recoverable AT E AT = 1,043
Pledged bank deposits BRI T 22 10,000 2,500
Fixed deposits with maturity period =@A N EEREFER
over three months 23 480,000 340,000
Cash and cash equivalents BEFREEBY 28 155,200 459,266
1,557,122 1,375,003
Total assets BEE 3,005,589 2,441,812
Equity and liabilities EnRAasE
Equity attributable to owners AATEE AELER
of the Company
Share capital A& X 24 532,357 523,670
Reserves & 1,423,016 1,321,160
1,955,373 1,844,830
Non-controlling interests IR AR AR B A = 23,433 21,470
Total equity EREE 1,978,806 1,866,300
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
SHMBIKRAR

As at 31 December 2013 R=ZZ—=F+=A=+—H

2013 2012
—F-=F% =St
RMB’000 RMB’000
AR¥T ARKETTT

Non-current liabilities FREEE
Borrowings (5 27 3,768 4,654
Deferred income PEFEURA 28 37,845 26,630
41,613 31,284

Current liabilities REBAE
Trade and other payables B 5 MEMENK 29 510,656 495,989
Income tax payable FETFTIS R 21,314 19,495
Borrowings (BN 27 426,921 2,437
Employee housing deposits BETEERES 30 26,279 26,307
985,170 544,228
Total liabilities P =R 1,026,783 575,512
Total equity and liabilities EEREEEE 3,005,589 2,441,812
Net current assets REBEEFE 571,952 830,775
Total assets less current liabilities BEERREBEE 2,020,419 1,897,584
Tian Qixiang Yu Yingquan
HER Fx2
Director Director
E3 3

The notes on pages 41 to 92 are an integral part of these consolidated financial 5541 % 92 A& v A GBI FEMEB N E P L5 o
statements.
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STATEMENT OF FINANCIAL POSITION
A5 AR &=

As at 31 December 2018 R-ZE—=F+=-A=+—H

2013 2012
—E—=F —E—_F
RMB’000 RMB’000
AR® T ARETIT
Assets EE
Non-current assets FRBEE
Investments in subsidiaries RITBA R AIIZE 18 159,121 159,121
Current assets RENEE
Amounts due from subsidiaries A NG E 18 592,112 629,185
Prepayment TE A 21 353 -
Cash and cash equivalents HERIRNESZEY 23 6,807 3,152
599,272 632,337
Total assets HEE 758,393 791,458
Equity and liabilities EnRaE
Equity attributable to owners RATHEE AELERS
of the Company
Share capital &N 24 532,357 523,670
Reserves i 25 225,281 266,279
Total equity A 757,638 789,949
Current liabilities REIEE
Other payables HAb fERR 29 755 1,509
Total equity and liabilities EEkaEEE 758,393 791,458
Net current assets REBEETE 598,517 630,828
Total assets less current liabilities BEERABAERS 757,638 789,949
Tian Qixiang Yu Yingquan
HE# FHE2
Director Director
EF EF

A

The notes on pages 41 to 92 are an integral part of these consolidated financial 5541 % 92 B M3 i & GBI SRR E P 5 -
statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
SHHEREER

For the year ended 31 December 2013 &

BT

Share
capital

BA
RMB'000

ARETFT

=F+ZA=+-BILFE

Share
premium

g
RMB'000

(note 25(i)

Special
reserve

RHRE
RMB'000
AREFTL
ote 25(i)

Capital
reserve

EXfifE
RMB'000
ARETT

Attributable to owners of the Company
AARER AELE

Statutory
reserve

EERE
RMB'000
ARETT

Retained
earnings

BEREN
RMB'000
ARETL

Total

ast
RMB'000
AREFTL

Non-
controlling
interests
FER
EL 1
RMB'000
AREFT

Total

PN
Aan

RMB'000

ARETT

At 1 January 2012 W-%——%—R-H 515,234 242,240 27,080 56,196 116,365 679,326 1,636,941 19,196 1,656,137
Profit and total comprehensive RERFEREGS
income for the year eyt - - - - - 219647 219,647 2,214 221,921
2011 finel dividend ~E——FkERE 14 - 3158 = = = - B8 - B8
Issue of shares under scrip REUBRA S 52
dividend scheme BRH 24 8,436 11,388 - - - - 19,824 - 19,824
Transfer to statutory reserves 8AETRE - - - - 20,538 (20,538) - - -
At 31 December 2012 and R-B——F
1 January 2013 +ZA=+-Hk
“5-=%-A-H 523,670 222,046 27,080 56,196 137,403 878,435 1,844,830 21,470 1,866,300
Profit and total comprehensive AERHBREGA
income for the year vt - - - - - 122198 122,198 1,963 124,161
2012 final dvidend —T—EEERE 14 - (31,498) - - - - (3149 - [(31498)
Issue of shares under scrip BREARR S 58
dividend scheme 2R 24 8,687 11,154 - - - - 19,841 - 19,841
Transfer to statutory reserves E YNy = - - - 12,033 (12,033) - - -
At 31 December 2013 RZZE-=5+ZA
== 532,357 201,704 27,080 56,196 149,436 988,600 1,955,373 23433 1,978,806

The notes on pages 41 to 92 are an integral part of these consolidated financial

statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS
SHAKRER

For the year ended 31 December 2013 #HZEZE_LT—=F+_A=+—HILFE

2013 2012
—B—=F = GE
RMB’000 RMB’000
ARET T ARBTT
Cash flows from operating activities KETENESR
Profit before taxation BT BIF)E 162,836 288,576
Adjustments for: KRABLATIER -
Finance income BE U A 7 (29,356) (82,563)
Finance expenses BEER 8 7,881 318
Share of result of an associate FEAE —REE A RIFER = 2,465
Depreciation of property, plant and equipment ME - BERREBITE 16 91,485 67,571
Realised gain arising from injecting property, m—KEE D RDEAME
plant and equipment and land use right BB KM L AR R
as capital to an associate SEBRMESMDEHR S 6 = 379
Gain on disposal of property, plant and HEMZE - BRE K&z W=
equipment 6 (238) (214)
Loss on re-measurement of previously held PR E—RMTBARE
interest upon step acquisition of a subsidiary BN EEAIRERR ZER = 4,012
Gain on a bargain purchase of a subsidiary ZBKRE-—ZRMB AR WS - (15,833)
Amortisation of prepaid lease payments TR E R 8 17 2,623 1,566
Amortisation of steam connection income OB B KR IR A7 BB 5H
and government grants 28 (3,742) (8,205)
Operating cash flows before movements in EEESHREB 2K
working capital LEBESRE 231,489 312,314
Increase in deferred income attributable to ZRER WA EER
steam connection income IEFE U AE AN 28 1,357 3,142
Increase in deferred income attributable to T8 I #88 Boh JRE A D4R FIE U A 358 4
government grants 28 13,600 =
(Increase)/decrease in inventories FEUEM, wm (202,375) 31,659
Increase in trade and other receivables B 5 K H A e U ZRa N (136,386) (43,790)
Increase in trade and other payables B 5 R E A e 5 FE An 14,667 218,722
Cash (used in)/generated from operations e (ER) /EENES (77,648) 522,047
Income taxes paid EBMFTEH (35,650) (79,566)
Net cash (used in)/generated from WEER (R EENESFHE
operating activities (113,298) 442,481
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CONSOLIDATED STATEMENT OF CASH FLOWS
aEHAKAEER

For the year ended 31 December 20138 HZEZ-Z—=F+-A=+—HILFE

2013 2012
—E—=fF
RMB’000 RMB’000
ARET T ARBT T
Cash flows from investing activities REZTHHNEESR
Interest received BHF S 29,356 32,563
Purchases of property, plant and equipment BEME  BEIEE (422,641) (801,399
Deposits for acquisition of prepaid lease payments U B T8~ & AR E & (28,285) (40,000)
Deposits for acquisition of property, plant WY - BE KRB ENRES
and equipment (25,290) (108,977)
Increase in prepaid lease payments FE AR E I 0 17 (1,443) (35,194)
Proceeds on disposal of property, plant HEME - REKEEMER
and equipment 1,001 1,537
Step acquisition of a subsidiary, net of DIEERE—RHB AR
cash acquired (FOBR B AR S) = (9,391)
(Increase)/decrease in fixed deposits with ={AR A EEHFR
maturity period over three months (=), w (140,000) 110,000
(Increase)/decrease in pledged bank deposits BRARRITER (BB M), R (7,500) 183
Net cash used in investing activities HEEBEANRSFRE (594,802) (345,678)
Cash flows from financing activities BMETBHNRESARE
Interest paid BAFLE (7,881) (318)
Dividends paid BARRA 24 (11,655) (11,758)
Proceeds from borrowings B RS FE 494,068 =
Repayments of borrowings EBER (70,470) -
Decrease in employee housing deposits BTREERESHD (28) -
Net cash generated from/(used in) MEFEEELE(FA) MBS FE
financing activities 404,034 (12,076)
Net (decrease)/increase in cash and B MREZEEMORD), T inHEE
cash equivalents (304,066) 84,727
Cash and cash equivalents at the beginning FYNRERRESEEY
of the year 459,266 374,539
Cash and cash equivalents at the end of FRNBE S RBEEEFEY
the year represented by bank balances (ASRTTER K
and cash HE5IR) 23 155,200 459,266

P

The notes on pages 41 to 92 are an integral part of these consolidated financial £ 41 = 92 M s v & G S REmN E P IS o
statements.
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General information

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

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

These consolidated financial statements are presented in Renminbi (“RMB”),
unless otherwise stated, and are approved for issue by the Board of Directors (the
“Board”) on 21 March 2014.

Summary of significant accounting policies

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

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

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

S O A 5 3R R E

2 Summary of significant accounting policies (Continued)

2.1 Basis of preparation (Continued)
The following new standards, new interpretations and amendments to
existing standards that are relevant to the Group’s operations and are
mandatory for accounting periods beginning on or after 1 January 2013:

HKAS 1 (@amendment)

HKAS 19 (amendment)

HKAS 27 (revised 2011)

HKFRS 1 (amendment)

HKFRS 7 (amendment)

HKFRS 10

HKFRS 10, HKFRS 11 and
HKFRS 12 (amendments)

HKFRS 12

HKFRS 13

HKFRSs

Presentation of financial statements on
other comprehensive income
Employee benefits
Separate financial statements
First time adoption — government loans
Financial instruments: disclosures
— offsetting financial assets and
financial liabilities

Consolidated financial statements

Transition guidance

Disclosures of interests in other entities

Fair value measurements

Annual improvements to HKFRS 2011

The adoption of these new standards, new interpretations and

amendments to existing standards does not have material impact on the

Group’s results and financial position nor any substantial changes to the

Group’s accounting policies and presentation of the consolidated financial

statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
S B HR RN

2

Summary of significant accounting policies (Continued)

2.1

Basis of preparation (Continued)

The following new standards, new interpretations and amendments for
existing standards potentially relevant to the Group’s operations, have
been issued, are mandatory, and will be adopted by the Group for
accounting periods beginning on or after 1 January 2014:

HKAS 32 (amendment) Financial instruments: presentation
— offsetting financial assets and
financial liabilities'

Impairment of assets on recoverable
amount disclosures!

Financial instruments: recognition and
measurement — novation of derivatives'

Annual improvements to HKFRSs
2010-2012 cycle?

HKAS 36 (amendment)

HKAS 39 (amendment)

HKFRSs (@amendments)

HKFRSs (@amendments) Annual improvements to HKFRSs

2011-2013 cycle?

HKFRS 7 and HKFRS 9
(amendments)

Mandatory effective date of HKFRS 9 and
transition disclosures®

HKFRS 9 Financial instruments®

HKFRS 10, HKFRS 12 and
HKAS 27 (2011)
(amendments)

Consolidation for investment entities’

HK(FRIC) 21 Levies'

! Effective for annual reporting periods beginning on or after 1 January 2014
2 Effective for annual reporting period beginning on or after 1 July 2014

9 Available for application — the mandatory effective date will be determined
when the outstanding phases of HKFRS 9 are finalised

The Group has not early adopted these new standards, new interpretations
and amendments for existing standards in the consolidated financial
statements for the year ended 31 December 2013. The Group is in the
process of making an assessment of the impact of these new standards,
new interpretations and amendments for existing standards and has so far
concluded that the adoption of these new/revised standards and
amendments to standards would not have a significant impact on its
results of operations and financial position.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
S O A 5 3R R E

2

44

Summary of significant accounting policies (Continued)

2.2 Subsidiaries
2.2.1 Consolidation
A subsidiary is an entity over which the Group has control. The
Group controls an entity when the Group is exposed to, or has
rights to, variable returns from its involvement with the entity and has
the ability to affect those returns through its power over the entity.
Subsidiaries are consolidated from the date on which control is
transferred to the Group. They are deconsolidated from the date
that control ceases.

@)

Business combination

The Group applies the acquisition method to account for
business combinations. The consideration transferred for the
acquisition of a subsidiary is the fair values of the assets
transferred, the liabilities incurred to the former owners of the
acquiree and the equity interests issued by the Group. The
consideration transferred includes the fair value of any asset
or liability resulting from a contingent consideration
arrangement. |dentifiable assets acquired and liabilities and
contingent liabilities assumed in a business combination are
measured initially at their fair values at the acquisition date.
The Group recognises any non-controlling interest in the
acquiree on an acquisition-by-acquisition basis, either at fair
value or at the non-controlling interest’s proportionate share
of the the recognised amounts of acquiree’s identifiable net
assets.

Acquisition-related costs are expensed as incurred.

If the business combination is achieved in stages, the
acquisition date carrying value of the acquirer’s previously
held equity interest in the acquiree is re-measured to fair value
at the acquisition date; any gains or losses arising from such
re-measurement are recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
S B HR RN

2

Summary of significant accounting policies (Continued)

2.2 Subsidiaries (Continued)
2.2.1 Consolidation (Continued)

@)

Business combination (Continued)

Any contingent consideration to be transferred by the Group
is recognised at fair value at the acquisition date. Subsequent
changes to the fair value of the contingent consideration that
is deemed to be an asset or liability is recognised in
accordance with HKAS 39 either in profit or loss or as a
change to other comprehensive income. Contingent
consideration that is classified as equity is not remeasured,
and its subsequent settlement is accounted for within equity.

The excess of the consideration transferred, the amount of
any non-controlling interest in the acquiree and the
acquisition-date fair value of any previous equity interest in the
acquiree over the fair value of the identifiable net assets
acquired is recorded as goodwill. If the total of consideration
transferred, non-controlling interest recognised and previously
held interest measured is less than the fair value of the net
assets of the subsidiary acquired in the case of a bargain
purchase, the difference is recognised directly in the profit or
loss.

Intra-group transactions, balances and unrealised gains on
transactions between group companies are eliminated.
Unrealised losses are also eliminated. When necessary,
amounts reported by subsidiaries have been adjusted to
conform with the Group’s accounting policies.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
S O A 5 3R R E

2

46

Summary of significant accounting policies (Continued)

2.2 Subsidiaries (Continued)
2.2.1 Consolidation (Continued)

(b)

(@)

Changes in ownership interests in subsidiaries without
change of control

Transactions with non-controlling interests that do not result
in loss of control are accounted for as equity transactions —
that is, as transactions with the owners in their capacity as
owners. The difference between fair value of any
consideration paid and the relevant share acquired of the
carrying value of net assets of the subsidiary is recorded in
equity. Gains or losses on disposals to non-controlling
interests are also recorded in equity.

Disposal of subsidiaries

When the Group ceases to have control or significant
influence, any retained interest in the entity is remeasured to
its fair value, with the change in carrying amount recognised
in profit or loss. The fair value is the initial carrying amount for
the purposes of subsequently accounting for the retained
interest as an associate, joint venture or financial asset. In
addition, any amounts previously recognised in other
comprehensive income in respect of that entity are accounted
for as if the Group had directly disposed of the related assets
or liabilities. This may mean that amounts previously
recognised in other comprehensive income are reclassified to
profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
S B HR RN

2

Summary of significant accounting policies (Continued)

2.3 Separate financial statements

Investments in subsidiaries are accounted for at cost less impairment. Cost
also includes direct attributable costs of investment. The results of
subsidiaries are accounted for by the Company on the basis of dividend

received and receivable.

Impairment testing of the investments in subsidiaries is required upon
receiving a dividend from these investments if the dividend exceeds the
total comprehensive income of the subsidiary in the period the dividend is
declared or if the carrying amount of the investment in the separate
financial statements exceeds the carrying amount in the consolidated

financial statements of the investee’s net assets including goodwill.

2.4 Segment reporting

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

the executive directors of the Company (the “Executive Directors”).

2.5 Foreign currency translation
(@ Functional and presentation currency

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

(b) Transactions and balances

Foreign currency transactions are translated into the functional
currency using the exchange rates prevailing at the dates of the
transactions or valuation where items are re-measured. Foreign
exchange gains and losses resulting from the settlement of such
transactions and from the translation at year-end exchange rates of
monetary assets and liabilities denominated in foreign currencies are
recognised in the profit or loss, except when deferred in equity as
qualifying cash flow hedges and qualifying net investment hedges.
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Summary of significant accounting policies (Continued)

2.5 Foreign currency translation (Continued)

2.6

©

Group companies

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

(i) assets and liabilities for each statement of financial position
presented are translated at the closing rate at the end of the
reporting period;

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

(iii) all resulting current translation differences are recognised in
other comprehensive income.

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

Goodwill and fair value adjustments arising on the acquisition of a
foreign entity are treated as assets and liabilities of the foreign entity
and translated at the closing rate. Currency translation differences
arising are recognised in other comprehensive income.

Property, plant and equipment

Property, plant and equipment, other than those under construction, are
stated at historical cost less accumulated depreciation and impairment
losses. Property, plant and equipment under construction for production or
administrative purposes, or for purposes not yet determined, are carried at
cost, less any recognised impairment loss. Property, plant and equipment
under construction is classified to the appropriate category of property,
plant and equipment when completed and ready for intended use.
Depreciation of these assets, on the same basis as other property assets,
commences when the assets are ready for their intended use.
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2

Summary of significant accounting policies (Continued)

2.6 Property, plant and equipment (Continued)

Historical cost includes expenditure that is directly attributable to the
acquisition of the items. Cost may also include transfers from equity of any
gains/losses on qualifying cash flow hedges of foreign currency purchases

of property, plant and equipment.

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

which they are incurred.

Depreciation on property, plant and equipment is calculated using the
straight-line method to allocate their cost to their residual values over the

estimated useful lives, as follows:

Buildings

Plant and machinery
Motor vehicles
Other machinery

The assets’ residual values and useful lives are reviewed, and adjusted if

appropriate, at the end of each reporting period.

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

recoverable amount (note 2.7).

Gains and losses on disposals are determined by comparing the proceeds
with the carrying amount and are recognised within “Other income and

gains” in the profit or loss.

2.7 Impairment of non-financial assets

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

reporting date.

15-35 years
5-12 years
6 years
4-10 years
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Summary of significant accounting policies (Continued)

2.8 Financial assets

(@)

Classification
The Group classifies its financial assets as loans and receivables.

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
They are included in current assets, except for the amounts that are
settled or expected to be settled more than 12 months after the end
of the reporting period. These are classified as non-current assets.
The Group’s loans and receivables comprise ‘pledged bank
deposits’, ‘fixed deposits with maturity period over three months’,
‘trade and other receivables’ and ‘cash and cash equivalents’ in the
consolidated statement of financial position (notes 2.10 and 2.11).

Recognition and measurement

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

Offsetting financial instruments

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

Impairment of financial assets

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

2.8 Financial assets (Continued)

2.9

(d)

Impairment of financial assets (Continued)

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

For loans and receivables category, the amount of the loss is
measured as the difference between the asset’s carrying amount
and the present value of estimated future cash flows (excluding
future credit losses that have not been incurred) discounted at the
financial asset’s original effective interest rate. The carrying amount
of the asset is reduced and the amount of the loss is recognised in
the profit or loss. If a loan or held-to-maturity investment has a
variable interest rate, the discount rate for measuring any impairment
loss is the current effective interest rate determined under the
contract. As a practical expedient, the Group may measure
impairment on the basis of an instrument’s fair value using an
observable market price.

If, in a subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an event
occurring after the impairment was recognised (such as an
improvement in the debtor’s credit rating), the reversal of the
previously recognised impairment loss is recognised in the profit or
loss.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is
determined using the weighted average method. The cost of finished
goods and work in progress comprises raw materials, direct labour, other
direct costs and related production overheads (based on normal operating
capacity). It excludes borrowing costs. Net realisable value is the estimated
selling price in the ordinary course of business, less applicable variable
selling expenses.
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Summary of significant accounting policies (Continued)

2.10

2.1

2.12

2.13

2.14

Trade and other receivables

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

Trade and other receivables are recognised initially at fair value and
subsequently measured at amortised cost using the effective interest
method, less allowance for impairment.

Cash and cash equivalents

In the consolidated statement of cash flows, cash and cash equivalents
include cash in hand, deposits held at call with banks and other short-term
highly liquid investments with original maturities of three months or less.

Share capital

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

Trade payables

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

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

Borrowings

Borrowings are recognised initially at fair value, net of transaction costs
incurred. Borrowings are subsequently carried at amortised cost; any
difference between the proceeds (net of transaction costs) and the
redemption value is recognised in the profit or loss over the period of the
borrowings using the effective interest method.
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Summary of significant accounting policies (Continued)

2.14 Borrowings (Continued)

Fees paid on the establishment of loan facilities are recognised as
transaction costs of the loan to the extent that it is probable that some or
all of the facility will be drawn down. In this case, the fee is deferred until
the draw-down occurs. To the extent there is no evidence that it is
probable that some or all of the facility will be drawn down, the fee is
capitalised as a prepayment for liquidity services and amortised over the

period of the facility to which it relates.

Borrowings are classified as current liabilities unless the Group has an
unconditional right to defer settlement of the liability for at least 12 months

after the end of the reporting period.

2.15 Borrowing costs

General and specific borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are assets that
necessarily take a substantial period of time to get ready for their intended
use or sale, are added to the cost of those assets, until such time as the

assets are substantially ready for their intended use or sale.

Investment income earned on the temporary investment of specific
borrowings pending their expenditure on qualifying assets is deducted from

the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the period in

which they are incurred.

2.16 Current and deferred income tax

The tax expense for the period comprises current and deferred tax. Tax is
recognised in the profit or loss, except to the extent that it relates to items
recognised in other comprehensive income or directly in equity. In this case
the tax is also recognised in other comprehensive income or directly in

equity, respectively.

(@  Current income tax

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

be paid to the tax authorities.
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Summary of significant accounting policies (Continued)

2.16 Current and deferred income tax (Continued)

(b)

Deferred income tax

Inside basis differences

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

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

Outside basis differences

Deferred income tax liabilities are provided on taxable temporary
differences arising from investments in subsidiaries, except for
deferred income tax liability where the timing of the reversal of the
temporary difference is controlled by the Group and it is probable
that the temporary difference will not reverse in the foreseeable
future. Generally the Group is unable to control the reversal of the
temporary difference for associates. Only where there is an
agreement in place that gives the Group the ability to control the
reversal of the temporary difference not recognised.

Deferred income tax assets are recognised on deductible temporary
differences arising from investments in subsidiaries only to the extent
that it is probable the temporary difference will reverse in the future
and there is sufficient taxable profit available against which the
temporary difference can be utilised.

Offsetting

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

2.17 Employee benefits

(@)

Pension obligations

The Group operates defined contributions pension plans in Hong
Kong and the Mainland China. A defined contribution plan is a
pension plan under which the Group pays fixed contributions into a
separate entity. The Group has no legal or constructive obligations
to pay further contributions if the fund does not hold sufficient assets
to pay all employees the benefits relating to employee service in the
current and prior periods. The contributions are recognised as
employee benefit expense when they are due. Prepaid contributions
are recognised as an asset to the extent that a cash refund or a
reduction in the future payments is available.

In Hong Kong, the Group’s contributions to the Mandatory Provident
Fund Scheme are expensed as incurred. Both the Group and its
employees in Hong Kong are required to contribute 5% of each
individual’s relevant income with a maximum amount of HK$1,250
per month as a mandatory contribution. The assets of the scheme
are held separately from those of the Group and managed by
independent professional fund managers.

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

Bonus entitlements

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

2.17 Employee benefits (Continued)

() Share-based compensation

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

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

2.18 Provisions

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

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

Provisions are measured at the present value of the expenditures expected
to be required to settle the obligation using a pre-tax rate that reflects
current market assessments of the time value of money and the risks
specific to the obligation. The increase in the provision due to passage of
time is recognised as interest expense.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2

Summary of significant accounting policies (Continued)

2.19 Revenue recognition

Revenue is measured at the fair value of the consideration received or
receivable, and represents amounts receivables for goods supplied, stated

net of returns and value added taxes.

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

transaction and the specifics of each arrangement.

Sales of goods are recognised when a group entity has delivered goods to
the customer, the customer has full discretion over the channel and price
to sell the goods, and there is no unfulfilled obligation that could affect the
customer’s acceptance of the goods. Delivery does not occur until the
products have been shipped to the specified location, the risks of
obsolescence and loss have been transferred to the customer, or the
Group has objective evidence that all criteria for acceptance have been

satisfied.

Sales of steam and electricity are recognised when steam and electricity

are generated and transmitted.

Steam connection income received from customers for the provision of
steam supply are deferred and amortised into the profit or loss over the

estimated usage period.

2.20 Interest income

Interest income is recognised using the effective interest method. When a
loan and receivable is impaired, the Group reduces the carrying amount to
its recoverable amount, being the estimated future cash flow discounted at
the original effective interest rate of the instrument, and continues
unwinding the discount as interest income. Interest income on impaired
loan and receivables are recognised using the original effective interest

rate.
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Summary of significant accounting policies (Continued)

2.21

2.22

Leases

Leases in which a significant portion of the risks and rewards of ownership
are retained by the lessor are classified as operating leases. Payments
made under operating leases (net of any incentives received from the
lessor) are charged to the profit or loss on a straight-line basis over the
period of the lease.

(@ The Group as lessee
Rental payable under operating leases are charged to the profit or
loss on a straight-line basis over the term of the relevant lease.
Benefits received and receivable as an incentive to enter into an
operating lease are recognised as a reduction of rental expense over
the lease term on a straight-line basis.

(b) Land use rights
Land use rights are accounted for as operating leases and amortised
over the lease term on a straight-line basis.

Government grants

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

Government grants relating to costs are deferred and recognised in the
profit or loss over the period necessary to match them with the costs that
they are intended to compensate.

Government grants relating to property, plant and equipment are included
in non-current liabilities as deferred income and are credited to the profit or
loss on a straight-line basis over the expected lives of the related assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2

Summary of significant accounting policies (Continued)

2.23

2.24

Research and development expenditure

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

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

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

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

(d) it can be demonstrated how the intangible asset will generate
probable future economic benefits;

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

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

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

Dividend distribution

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

(@)

(b)

Financial risk management objectives and policies

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

Market risk

(i)

Foreign exchange risk

The Group undertakes certain transactions denominated in foreign
currencies, hence, exposures to exchange rate fluctuations arise.
Approximately 13% (2012: 9%) of the Group’s sales are
denominated in currencies other than the functional currency of the
Group entity.

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

The Group mainly operates in the PRC with most of the transactions
settled in RMB. Foreign exchange risk arises when future
commercial translation or recognised assets and liabilities are
denominated in a currency that is not the entity’s functional
currency. The Group is exposed to foreign exchange risk primarily
with respect to United States Dollars and Hong Kong Dollars. The
management considers the foreign exchange risk with respect to
United States Dollars and Hong Kong Dollars is not material as the
net exposure of the financial assets and liabilities denominated in
these currencies is insignificant.

The Group’s assets and liabilities, and transactions arising from its
operations primarily do not expose to material foreign exchange risk
as the Group’s assets and liabilities are primarily denominated in
RMB. The Group generates RMB from sales in the PRC to meet its
liabilities denominated in RMB. The Group has not used any forward
contracts or currency borrowings to hedge its exposure as the cost-
benefit is considered not effective.

CHINA STARCH HOLDINGS LIMITED ANNUAL REPORT 2013

3

B 75 L B i 7

(a)

(b)

ISR EE B ZEBER
$EIWIEA@IE@%%ﬁ‘ﬁ
SREBAKRERERE - EHEMNK
BNEE - BIREERS %\Eﬁﬁ
$BITER - —EANEE#ER ]
S RBSEEYRER EMAEED
AIFE - ZE ST ANGBEEM
BRMTERE - 2S5 em I ArHER
RORUR 3% 55 R B O BR SR 7E T SCH
o BEETERREBZERBR A
TR BE X I A R B e & 15 o

i Ak

iy INERRE
AEBMHEITHE TR 5 UINE
SHE - E A A B R B Y
R o ANEEHEFEN13%(=
T —E %) IUREEE
BBHOTH AL M LASMN S S HE -

740 BE B R B RSN TE
BB EIRENER -

REBEBEEMNHE - K
MAORFAARKELEE - 5B
BREXERACHEREERE
%L/HF,%T‘EE RREBEMEE
HEEEINERMER - AE
IE@E@%%TE&%EE@%E
R ERERRBAETR
BITEIMNERRIL NERX - R
AANZEEEHENSRE
ERABENFRBRETRE

AEENEERBEARES
RS ERD W R ERINER
2 RERARENEERE
BEXTBUAARKEE - A&H
FRETENBEEERAR
B ARNUARKFENR
B ARBRRARE T
R = BN SN R E RS
B R R -
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Financial risk management (Continued)

(b)

(c)

Market risk (Continued)

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

(i)  Interest rate risk

The Group’s income and operating cash flows are substantially
independent of changes in market interest rates and the Group has
no significant interest-bearing assets except for the bank balances,
and fixed deposits, details of which have been disclosed in note 23.
As at 31 December 2013, all of the Group’s interest-bearing financial
liabilities are carried at fixed rate which exposes the Group to fair
value interest rate risk. The management considers the cash flow
interest rate risk is not material as the net exposure of the interest-
bearing assets and liabilities is insignificant.

Credit risk

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

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

(c)

(d)

Credit risk (Continued)

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

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

Liquidity risk

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

As at 31 December 2013, the Group has available unutilised bank loan
facilities of approximately RMB866,403,000 (2012: RMB640,000,000).

At the reporting date, the Group held liquid assets including trade and
other receivables of RMB215,113,000 (2012: RMB166,835,000) that are
expected to readily generate cash flow for managing liquidity risk.
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3 Financial risk management (Continued) 3 HXEBEREE)
(d) Liquidity risk (Continued) (d) FREBESERE)
Liquidity table mEIE SR

TRALAEENIFTESREED
BREHA - ZARERAEE AR E
RIS RF B HOF A ERRR
RenBmks - TRYRESRR
BRPRMBRAST

The following table details the Group’s contractual maturity for its non-
derivative financial liabilities. The table has been drawn up based on the
undiscounted cash flows of financial liabilities based on the earliest date on
which the Group can be required to pay. The amounts disclosed in the
table are the contractual undiscounted cash flows:

Total
Within Between Between Over undiscounted
1year 1and2years 2and 5 years 5 years cash flow
AERRS
—FEUR —-FEME MEZEF BBRE mELR
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARBTT ARETT ARETT
Group r5E
2013 —Z-=F
Trade and other payables B 5 RE TR 429,097 - - - 429,097
Loans ER
— interest free — %8 3,323 886 2,659 223 7,091
— interest-bearing =5 436,854 - - - 436,854
Employee housing deposits ETIFRERES 26,279 - - - 26,279
895,553 886 2,659 223 899,321
2012 &
Trade and other payables B 5 REMERZR 360,149 - - - 360,149
Loans ER
— interest free - %8 2,437 886 2,659 1,109 7,091
Employee housing deposits ETIFRERES 26,307 - - - 26,307
388,893 886 2,659 1,109 393,547
Company P NG|
2013 —E2-=F%
Other payables HA (R 755 = = = 755
2012 —E-CF
Other payables Hib AR 1,509 - - - 1,509
FRBPERERAT —B—ZEEH 63
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Financial risk management (Continued)

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

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

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

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

Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and are based on historical
experience and other factors, including expectations of future events that are
believed to be reasonable under the circumstances.

The Group makes estimates and assumptions concerning the future. The
resulting accounting estimates will, by definition, seldom equal the related actual
results. The estimates and assumptions that have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities within the
next financial year are discussed below.

(@ Impairment of trade and bills receivables

Note 2.8(d) describes that trade and bills receivables are carried at
amortised cost using the effective interest method, less any identified
impairment losses. An impairment loss is recognised in the profit or loss
when there is objective evidence that the asset is impaired, and is
measured as the difference between the asset’s carrying amount and the
present value of estimated future cash flows as expected by management
discounted at the original effective interest rate. Where the actual future
cash flows are less than expected, a material impairment loss may arise.
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Critical accounting estimates and judgements (Continued)

(0)

Valuation on inventories

The Group assesses periodically if the inventories have been suffered from
any impairment in accordance with the accounting policy stated in note 2.9.
The Group carries out an inventory review on a product-by-product basis
at the end of the reporting period and makes allowance for obsolete and
slow-moving items. The management estimates the net realisable value for
such finished goods, work-in-progress and raw materials primarily on the
estimated future selling price and market conditions. Where the estimates
of the net realisable value are less than expected, a material allowance may
arise.

Useful lives of property, plant and equipment

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

Impairment of non-financial assets

The Group assess whether there are any indicators of impairment for all
non-financial assets at the end of each reporting period. Other non-
financial assets are tested for impairment when there are indicators that the
carrying amounts may not be recoverable. An impairment exists when the
carrying value of an assets or a cash-generating unit exceeds its
recoverable amount, which is higher of its fair value less cost of sell and its
value in use. The calculation of the fair value less costs to sell is based on
the available data from binding sales transactions in an arm’s length
transaction of similar assets or observable market prices less incremental
costs for disposing of asset. When value in the use calculations are
undertaken, management must estimate the expected future cash flows
from the asset or cash-generating unit and choose a suitable discount rate
in order to calculate the present value of those cash flows.
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Turnover and segments information

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

EXRBERIMBEH

2013

—g—=

RMB’000
AR¥ T

RMB’000
ARBF T

Cornstarch and ancillary corn-refined products FKBID M KRN EIER 2,395,323 2,435,829
Lysine and its related products B BE & HAERAE G 516,418 569,462
Starch-based sweetener D e 217,336 208,862
Modified starch B 235,269 21,167
Electricity and steam BHREKR 57,687 66,178

3,422,033 3,301,498

The chief operating decision maker of the Group has been identified as the
Executive Directors. The Executive Directors review the Group’s internal report in
order to assess performance of and allocate resources to the operating
segments. Management has determined the operating segments based on these
reports.

The Executive Directors consider the business segmentation from product
perspective. Management assesses the performance of cornstarch, lysine,
starch-based sweetener, modified starch and electricity and steam.

Cornstarch — the manufacture and sale of cornstarch and
ancillary corn-refined products
Lysine — the manufacture and sale of lysine and its

related products

the manufacture and sale of starch-based
sweetener

the manufacture and sale of modified starch
the production and sale of electricity and steam

Starch-based sweetener —

Modified starch —
Electricity and steam —

The Executive Directors assess the performance of the operating segments
based on a measure of adjusted operating profit. This measurement basis
excludes the effects of non-recurring expenditure from the operating segments,
such as impairments when the impairment is the result of an isolated, non-
recurring event.

Interest income and expense are not included in the result for each operating
segment as these are managed on a group basis and are not allocated to
reportable segments.

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

Sales between segments are charged at cost or with reference to the selling
prices used for sales made to third parties at the then prevailing market prices.
The revenue from external parties reported to the management is measured in a
manner consistent with that in the consolidated statement of comprehensive
income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
S B HR RN

5  Turnover and segments information (Continued) 5 HEEERIBERE)

Starch-
based Modified Electricity
Cornstarch Lysine  sweetener starch  and steam Total

ERBH HBER BAE BERE EARESR BF
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AREFT ARBTT ARETT AREFr ARETT ARETI

2013 —E-=fF
Sales to external customers AINREEHE 2,395,323 516,418 217,336 235,269 57,687 3,422,033
Inter-segment sales DEPEEE 174,431 370 136 - 110,220 285,157
Reportable segment results ARED DEE 149,585 85,770 9,768 27,335 16,062 288,520
Unallocated income APEBA 13,330
Unallocated expenses RAMEX (160,489)
Finance income BEWA 29,356
Finance expenses REER (7,881)
Profit before taxation bbb 162,836
Other segment information: Hip o HEH :
Depreciation and amortisation E R 31,288 23,485 9,187 688 13,247 717,895
2012 —E--f
Sales to external customers ASNREFHE 2,435,829 569,462 208,862 21,167 66,178 3,301,498
Inter-segment sales AEEHE 13,227 - - - 147,379 160,606
Reportable segment results ARED DEE 185,906 183,828 8,705 4,714 10,010 393,163
Unallocated income AAERBA 30,073
Unallocated expenses APERX (164,440)
Finance income AMEWA 32,563
Finance expenses BEER (318)
Share of result of an associate EE—RBEAREE (2,465)
Profit before taxation BB A FE 288,576
Other segment information: Hih o HER :
Depreciation and amortisation B R 20,906 20,305 5,827 54 15,916 63,008
The revenue from external customers in the PRC for the year ended 31 December BE_T—=F+ZA=1+—HIEFE " K
2013 is RMB2,992,667,000 (2012: RMB2,999,644,000), and the revenue from g F WAANRBEPFPIKRARBARE
external customers from other countries is RMB429,366,000 (2012: 2,992,667,000( —Z T — ZF: AR
RMB301,854,000). 2,999,644,0007T) * 2K B E B RINRE
PR A A AR 429,366,000 (=T —=
F : AR#301,854,0007T) °
Given the manufacturing processes of the Group’s business are in a form of ERAEEXEBNEERRENEREAEA
vertical integration, the chief operating decision maker considered segment BT FEZRERRARURARDBEER
assets and liabilities information was not relevant in assessing performance of and BEMNERETHF¥ERBRIREREE
allocating resources to the operating segments. In the second half of 2013, such BEoBMEWTHEHE RZT—=F ¥
information was not reviewed by the chief operating decision maker. Accordingly, F REEEVRLETEZLERRAERN -
no segment assets and liabilities are presented. Hit - WEZISHEEREE -
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o

H A K W2 7 4R

6  Other income and gains, net

2013 2012
—EB—=F —T——%F
RMB’000 R1\Y/|=X0/0[0)
AR¥T T AREFT
Government grants (note) R B (P ) 4,734 4,152
Amortisation of steam connection income and TR BN B BUI 478 B 2
government grants (note 28) (FffzE28) 3,742 3,205
Realised gain arising from injecting property, m—REERNTEADE - BEK
plant and equipment and land use right as REF L EREERTE
capital to an associate MEEMNE R = 379
Gain on sales of scrap coal and oil SHE T R BRIl 2 W 2,572 3,443
Gain on disposal of property, plant and equipment &Y% « KE KRB 2 W 238 214
Loss on re-measurement of previously held PEEERWE—RBAR%
equity interest upon step acquisition of B R EAIFARAERZ
a subsidiary &8 = (4,012)
Gain on a bargain purchase of a subsidiary SEWE —RMBAR 2 WS - 15,8383
Others Hfh 9,105 7,636
20,391 30,850
Note: BB -
For the year ended 31 December 2013, the government grants mainly represented the BE—_ZT-—=F+"A=+—RHIFE ' BUTHB
government subsidy or grant from local government in connection to the Group’s business FEDEMABNRAREER - AR ERLE
for, inter alia, the supply of steam to domestic households in winter and for supporting R b IR BE (R B 2K 0T Rt S R AN AR B B N 27 1 4
domestic business of the Group. The government grants were granted at the discretion of B IR & B Sk A BY) o IR 6 Bh 7Y B BURT B 1B R
the government and were not recurring in nature. E o OWEIEEEIEE -
7  Finance income 7 BERA

2013 2012
—E-=F —T——F

RMB’000 RMB’000
AR¥ET T ARETT

Interest income on bank deposits RITIF B FEHA 29,356 32,563
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8 Finance expenses 8 ®™MEEH
2013 2012
—E-=F —E—CF
RMB’000 RMB’000
AR%BTR ARBTT
Interest on LATRIE B 89F 8
— Bank borrowings wholly repayable within — ARAFTRNBEEEN
5 years ERITE 3K 6,921 -
— Discounted bills receivables — ERBREE 960 318
7,881 318
9  Profit before taxation 9 BRBIAIFIE
Profit before taxation has been arrived at after charging/(crediting): BRERIADEE NG, (FEA) T3I%HE
2013
—E—=F
RMB’000 RMB’000
AR¥T R ARKETIT
Depreciation of property, plant and equipment M - BB KR ETTE (FisE16)

(note 16) 91,485 67,571
Amortisation of prepaid lease payments (note 17)  FENFAE X0 84 (H3E17) 2,623 1,566
Total depreciation and amortisation ER#HETE 94,108 69,137
Gain on disposal of property, plant and equipment  HEWE « R K2 E 2 W (238) (214)
Net foreign exchange loss V& 5 E518 558 4,258 873
Cost of inventories recognised as expenses R AT EHFEKAR

(note 20) (KizE20) 2,914,034 2,755,757
Operating lease payments KEFHER 567 301
Employee benefits expense including directors’ EERANAX  BEESHE

emoluments (note 11) (BFEE11) 119,616 96,641
Research and development expenses (note) kg R (M) 6,927 4,269
Auditor’s remuneration %2R 35 B

— Audit services — BRE 1,080 1,259

— Non-audit services — FEEGRRE 24 40
Note: B E -

Research and development costs include staff costs of employees in the research and MERRERARERELEEZEIRA LB
development department, which are included in the employee benefits expenses as disclosed sFALRPIREZEBEAFST -
above.
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10 Income tax expenses 10

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

FrigHi<

HRARENERNMEFEALRESS
ELERRBMAE - M ERBFENSHRED
B o BN AIRRFE N EEERTA
BERAEELEEBERNRITHEE -

Group operates.

2013
—E-—=F

RMB’000
ARET

RMB’000
ARETT

PRC corporate income tax Bl SEFTSRR
— Current year — REE 39,772 68,367
— (Over)/under provision in prior years — BAEFE (BERE) BETR (1,260) 161
Deferred taxation (note 26) PEIERE (Hi7E26) 163 (1,873)
38,675 66,655

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

AEZ BRSO AT BRI AE SRR T

2013
—E—=
RMB’000 RMB’000
AR®T T ARBFT
Profit before taxation i 5 BT 7 162,836 288,576
Tax at the corporate income tax rate at 25% VALR S FT1S 51 2 25%
(2012: 25%) (ZZT——%F : 25%) st EWFIIA 40,709 72,144
Tax effects of THSBENHBLE
— An associate’s result reported net of tax — BN B 2RELE (FIBRFIE) = 616
— Different tax rate — TRFE 422 (956)
— Expenses that are not deductible for — TR
tax purpose 1,640 1,883
— Income not subject to tax — BEZRFHKA (2,755) (6,391)
— Utilisation of previously unrecognised — B R AR KR 2 TG EE
tax losses (476) (802)
— Temporary difference not recognised — RERERER 395 —
— Adjustments in respect of prior years — BEFERAR (1,260) 161
38,675 66,655

As at 31 December 2013, deferred tax liabilities of approximately RMB44,212,000
(2012: RMB39,056,000) have not been recognised in respect of the tax that
would be payable on the distribution of the retained profits of the Company’s
PRC subsidiaries as the Company controls the dividend policy of these PRC
subsidiaries and it is probable that such differences will not be reversed in the
foreseeable future.
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11 Employee benefit expenses (including directors’ 11 EERAMX(BREESH:)
emoluments)

2013
—E—=F
RMB’000 RMB’000
ARETT ARKETFIT
Wages and salaries TEEF® 83,067 67,408
Pension cost BREER 16,234 13,782
Staff welfares B T&EH 20,315 15,451
119,616 96,641
No forfeited contributions are available to reduce the contribution payable by the b 2 4552 WK B (L FRAT A DR A S B R R 4R
Group in future years. FEHIFERTRER -

12 Emoluments for directors and five highest paid individuals 12 EERAEZESHFATH#HE
(a) Directors’ emoluments (a) E=M<

Retirement
Basic benefit
salaries and scheme Total
allowance Discretionary  contribution &%

BEX§e Fees bonus RAER 2013

REZH e BfEfa TR —E-=f
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB'000
AR%TTR AR%TTR AR%TT AR%TTR ARETR ARETT

Executive directors: ROTES
Mr. Tian Qixiang MAELE 516 - 500 - 1,016 1,266
Mr. Yu Yingquan Frzgs 300 - 500 - 800 1,050
Mr. Gao Shijun SHELE 396 - 500 47 943 1,157
Mr. Liu Xianggang RAEE 217 - 500 47 824 1,048

Independent non-executive directors: B JFHTES :
Ms. Dong Yanfeng? BEEntt - 34 - - 34 50
Mr. Cao Zenggong* BT - 20 - - 20 30
Mr. Chen Zhijun" REELE" - 16 - - 16 =
Mr. Sun Mingdao” gL - 16 - - 16 -
Mr. Yue Kwai Wa, Ken AFERE - 88 - - 88 81

1,489 174 2,000 94 3,757 4,682

w Retired with effect from 5 September 2013 # RZZE—=FNARAERK

* Resigned with effect from 5 September 2013 * N-E—=FHARBREET

A Appointed on 5 September 2013 " RZE—=FNARAEZT
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12 Emoluments for directors and five highest paid individuals
(Continued)

(b) Five highest paid individuals
Of the five individuals with the highest emoluments in the Group, four
(2012: four) were directors of the Company whose emoluments are
reflected in the analysis presented above. The emoluments of the remaining
one (2012: one) individual were as follows:

12 EERIBRBEHFATHHNE (A)

(b) HEZSFAL
AEERERSHFALH  OE(=
T—_F:0R)/EARENES
RENMESR EXNDITET » BT
—H(CE-—F: —R)EeFAL

BT -

2013

—E-—=F
RMB’000 RMB’000
AR® TR AREFIT
Basic salaries and allowance BEARF @ RERL 666 683
Retirement benefits scheme contributions RKEHET B 12 12
678 695

The emolument was within RMB1,000,000.

(c¢) During the year ended 31 December 2013 and 2012, no emoluments have
been paid by the Group to the directors or any of the five highest paid
individuals as an inducement to join or upon joining the Group or as
compensation for loss of office.

13 Earnings per share

The calculation of the basic earnings per share attributable to the owners of the

Company is based on the following data:

1% % & B £ 1£ A R % 1,000,000 7T BA
W °

(c) BE=Z—=FKR=-FT—=-F+=A
=t HLEFE  AEEHERES
FhEmE T ATZ MBS - (AR
Sl AN A Sk AN A ZR £ B i i) S2 B X VE
REBAIHOME o

13 SRER

AR FRE AR BREARF U T
it

2013 2012
—E—= —E——4F
RMB’000 RMB’000
AR® TR ARBFT
Earnings BR
Earnings for the purpose of calculating basic R ESREARZFHZEF
earnings per share (Profit for the year (RRRHEE AENL

attributable to owners of the Company)

REZFHE) 122,198 219,647
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13 Earnings per share (Continued) 13 SRER (&)

Number of shares RHHE
Weighted average number of ordinary shares for BLAGTE SIRERZEF A
the purpose of calculating basic earnings AR i T 9 £
per share 5,941,049,000 5,825,455,000
No diluted earnings per share has been presented because no dilutive potential AR =FRZT—-FHEAEER
ordinary shares exist for both 2013 and 2012. B EER - BOrE25|SIRESE 2T -
14 Dividends 14 KL
2013 2012
—E-=F —E——fF
RMB’000 RMB’000
AR¥T R ARETT
Proposed final dividend of HKO0.67 cents R AR EARR S B A% 0.67 1L
(2012: HK0.67 cents) per share (ZZ——%F : 0.67781) 31,565 31,961
A final dividend of HK0.67 cents per share has been proposed by the Directors ESERERANAREZRRO0.67EW - 1EE
and is subject to approval by the shareholders at the forthcoming annual general HRRENEERRBFARNG LHEER - F7
meeting. The final dividend proposed after the end of the year has not been EE - RFREBEZEIRARBR B KE
recognised as a liability as at the end of the reporting period. RRBREARNEE -

2013 2012
—B—= —T——F

RMB’000 RMB’000
AR¥ TR ARBTT

Final dividend in respect of previous financial year, ~ RAEE#E R E BB F—BK

approved and paid during the year of FE R ARHR B &R 0.67 1L
HKO0.67 cents (2012: HKO0.67 cents) per share (ZZF——%F : 0.6781l) 31,496 31,582
15 Loss attributable to owners of the Company 15 AR FHEEAEGEER
The loss attributable to owners of the Company is dealt with in the financial RRARIEE AEIEEE AR 20,656,000 7T
statements of the Company to the extent of RMB20,656,000 (2012: (ZZF—=—%: AR%H5,146,0007T) B A&
RMB5,146,000). RAFBHHRRPEE °
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16 Property, plant and equipment 16 Y% BERRE

Plant and
equipment
Plant and Motor Other under
Buildings machinery vehicles machinery  construction Total
EEBER
BT BER#E RE Hitges #fE &%
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT AREFT AREFT ARETF; AREFT
Cost 7%
At 1 January 2012 R-E-—%—f—-H 311,644 599,832 10,527 37,364 34,788 994,155
Additions upon acquisition KBRE 5,400 1,566 663 27 254 8,154
Additions ANE - 2,963 2,832 4,962 290,642 301,399
Transfer upon completion TR FER 7,363 52,627 1,220 2,310 (63,520) =
Disposals il = (2,451) (576) (210) - (8,287)
At 31 December 2012 and R-E-—#+-A=t-H
1 January 2013 k=F-=%-f—-H 324,407 654,537 14,666 44,697 262,164 1,300,471
Additions AE 179 7,120 1,868 1,573 511,484 522,224
Transfer upon completion TKEER 177,233 462,296 - 2,560 (642,089) -
Disposals = (141) (885) (1,320) ©27) - (3.279)
At 31 December 2013 W-Z-=#+-A=1-H 501,678 1,123,068 15,214 47,908 131,559 1,819,422
Accumulated depreciation and Rt ERAE
impairment
At 1 January 2012 W-Z——%—Ff-H 110,579 321,285 5,084 19,547 - 456,495
Depreciation charge for the year FRTEER 11,956 49,043 1,742 4,830 - 67,571
Disposals HeE = (1,175) (533) (206) - (1,914)
At 31 December 2012 and N=—F-—&+-A=1+—H
1 January 2013 k=—F-=%-f—-H 122,535 369,153 6,293 24,171 - 522,152
Depreciation charge for the year FNAEER 14,513 69,199 2,267 5,506 - 91,485
Disposals tE 75) 290) (1,239 (906) - (2,510)
At 31 December 2013 R-E-=#+-A=t+-H 136,973 438,062 7,321 28,771 - 611,127
Net carrying value REFE
At 31 December 2013 W-E-=%#+-A=+-H 364,705 685,006 7,893 19,132 131,559 1,208,295
At 31 December 2012 W=E-—f#+-A=t-A 201,872 285,384 8,373 20,526 262,164 778,319
During the year ended 31 December 2013, additions of property, plant and BE_T—=F+-A=+—HLFE &
equipment included an amount of RMB99,583,000 (2012: nil) transferred from EVX BERRELE—Z8KEDE -
deposits for acquisition of property, plant and equipment. BMERSENREFCEHNESBARK

99,583,000 70 (= ZF——4F : ##) ©
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17 Prepaid lease payments 17 FERHEER
Group
REE
2013 2012
—B—= —T——4F
RMB’000 RMB’000
AR%T T ARETT
Cost A
At 1 January ®n—A—H 117,342 69,099
Additions upon acquisition IREERE - 5,800
Additions RE 48,783 42,443
At 31 December R+=A=+—8 166,125 117,342
Accumulated amortisation E-HE £
At 1 January W—A—~ 11,583 10,017
Amortisation charge for the year FREEER 2,623 1,566
At 31 December Rt+=—A=+—8 14,206 11,583
Net book amount IREFE
At 31 December Rt+-—A=+—H 151,919 105,759
Land in the PRC held under medium-term lease P EAFRER P EF G i 151,919 105,759
Analysed for reporting purposes: YE2HMABRIDHT -
Current asset RENEE 3,467 2,500
Non-current asset EMENE EE 148,452 108,259
151,919 105,759
During the year ended 31 December 2013, additions of prepaid lease payments BEE_ZE—=%F+-_A=+—BItFE " F&
included an amount of RMB47,340,000 (2012: RMB7,249,000) transferred from MHEEREINETE S WEENTRERAR
deposits for acquisition of prepaid lease payments. HeEHM AR 47,340,000 (ZF—=
F: AR#7,249,0007T) °
18 Subsidiaries 18 KEAH
(@) Investments in subsidiaries (a) MPHBARNERE

Company
AT
2013 2012

—EB—= —T—_4F
RMB’000 RMB’000
AR%T ARETT

Unlisted investments, at cost JEETIRE (FREKA) 159,121 159,121
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18 Subsidiaries (Continued) 18 KELQTR (&)

R B A RNIRE (&)
RZE—=F+=-_A=+—HHKBE
RNEIRIAT -

(@) Investments in subsidiaries (Continued) (a)
The following is a list of subsidiaries at 31 December 2013:

Issued and
fully paid up/ Interest
registered capital held (%)
BRIRBRE/ MR

Place of
operation

Place of

incorporation Principal activities

Name of companies

DEHE

R AR 37t 36

R

HEMER

(%) FEXEH

Sourcestar Worldwide Inc. British Virgin Hong Kong US$240 100  Investment holding
Sourcestar Worldwide Inc. Islands BE ordinary shares AR
RBERRES 240 % T L BAR

China Starch Group Limited Hong Kong Hong Kong HK$1 100 Investment holding
(“China Starch Group”) B B ordinary share BEER

HERIDEEAR AR 1B TR Bk
([hERIDEE])

Shandong Shouguang Juneng PRC PRC RMB480,000,000 100  Manufacturing and sale of
Golden Corn Development H H AR 480,000,000 7T cornstarch, lysine and
Co., Ltd."? related products
(“Golden Corn’) SUEREE TR

IWRFEERE TKERE FERUB: M E AR E R
ERAR "2
(T&FXK1)

Shouguang Golden Far East PRC PRC US$9,600,000 100  Research, development,
Modified Starch H H 9,600,000% T manufacture and sale of
Company Limited* modified starch and
(“Golden Far East”) related products

EheRREUERBERAA " e EEREEEMN
(E2=53) BRI R AR E

Linging Deneng Golden Corn Bio  PRC PRC RMB200,000,000 91 Manufacturing and sale of
Limited™® H H AR 200,000,000 7T cornstarch,

EREEaE e EREMERARE S starch-based

sweetener and
related products
FERHE FRRS -

BRADHE RABRIE M@

1 Interests are held indirectly by the Company. d RRRIEEF AR o

2 The entity is a wholly foreign owned enterprise. 2 ZEBR—REINEDRE -

g The entity is an equity joint venture enterprise. ® ZEBAE—REBRKERE -

2 The entity was acquired by step-acquisition in 2012 9 ZEBR T —FHROBERNE -

(b) Amounts due from subsidiaries (b) FEWHELDTIIE

76

The amounts due from subsidiaries are denominated in Hong Kong Dollars,
non-trade, interest-free, unsecured and repayable on demand.
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19

20

21

Deposits for acquisition of prepaid lease payments 19

The amount represents the initial deposit paid to the Municipal Government of
Shouguang and Linging for the acquisition of land located in Shouguang and
Linging respectively.

WEBANHERNRES

B RAIAE BB AL 535 R BB By - 3 if
DRIRR MERETERR X N ISRES -

Inventories 20 #E

Group

AEE
2013 2012
—B—= —T——F
RMB’000 RMB’000
AR¥T T AR¥TT
Raw materials R 222,748 96,750
Work in progress EEH 27,155 19,478
Finished goods S 134,978 66,278
384,881 182,506

The cost of inventories recognised as expense and included in “cost of sales”
amounted to RMB2,914,034,000 (2012: RMB2,755,757,000).

BRABAIRBEE [HERAN ] M7 &K
NAANR2914,034,000 (=B —— 4 :
ANER#¥2,755,757,0007¢) ©

Trade and other receivables 21 EBSREMEWKK
Group Company
rE PN
2013 2013
—E—=F —EB-=F
RMB’000 RMB’000 RMB’000 RMB’000
AR%T R ARETTT AR®T T ARBTFT
Trade receivables B SRR 165,181 142,925 - -
Bank acceptance bills SRITARH =R 308,461 220,353 - -
Other receivables and prepayments  H il & U 3k K2 FE 1~ 3% 49,932 23,910 353 -
523,574 387,188 353 =

The Group normally grants credit period ranging from O to 120 days (2012: 0 to
60 days) to customers.

ARE-BETEFOEHNATE
—B-TA(ZF-=%  BEATARE
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21 Trade and other receivables (Continued) 21 EFRHMEWRR(E)

AT AR R & HIRE 5 UG R ER 24T

An ageing analysis of trade receivables at the end of the reporting period is shown
as follows:

Group Company
EE KA F]
2013 2013
—E—=F —E—=F
RMB’000 RMB’000 RMB’000 RMB’000
ARET T ARKETFTT AR TR AREETTT
0-30 days TE=1H 110,794 109,230 - -
31-60 days =+—Z=x+H 21,314 9,387 - -
61-90 days AT—Z=N+H 12,478 10,862 - -
Over 90 days N+BMUE 20,595 13,446 - -
165,181 142,925 - =

Before accepting any new customer, the Group assesses the creditability of each
of the potential customer and defines their respective credit limits accordingly.

EEMERTERH  ARESFEERE
EEFNEREREEASREPRERFR

Credit limit of each customer is reviewed monthly. Credit qualities of trade
receivables neither past due nor impaired have been assessed with reference to
historical information on the default rates, based on which no impairment
provision is considered to be necessary.

Included in the Group’s trade receivables balance are debtors with an aggregate
carrying amount of RMB28,068,000 (2012: RMB33,695,000) which are past due
but not impaired. These relate to a number of independent customers of whom
there is no recent history of default.

Ageing analysis of trade receivables which are past due but not impaired is shown
as follows:

RE - ZPNERERBEFAELRG - X
EBHSNENE ZREFNERER2R
BENEBHOXEFETHE  MKEERE
£ RASBAEHRERE

AEEEZESRBREHRODERERLEAAR
28 068000L( =T ——F: AR
33,695,000 7T ) BB AR - EERERE
FHAR T ERE - xS EREBTIEED
KNS EBLEFHE -

B2 BB EIRER B 5 B U AR ER DT
W

Group Company
AEE PN

2013 2012 2013 2012
—2—= —E—= —T——4F
RMB’000 RMB’000 RMB’000 RMB’000
AR®T T ARBTFT AR¥T T ARBFT
1-30 days —==+1+H 15,143 9,387 - -
31-60 days =t+—=xt+H 2,817 10,862 - -
61-90 days ~Tt—ZEN+H 1,928 5,036 - -
Over 90 days N+BRE 8,180 8,410 - -
28,068 33,695 - -
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21 Trade and other receivables (Continued) 21 EBEFRHEMEWR(E)
Included in other receivables and prepayments is an amount due from non- A FE UK K B SR B AR R U I IR AR B A
controlling interests of RMB11,833,000 (2012: RMB12,284,000). Detail of HREIE AR 11,833,000t (ZE— 5 :
balances with related companies are set out in note 33(b)(ii). No impairment has AR #¥12,284,0007T) ° BE N R 48R 2 &F
been made to receivables from related companies. 15 B BT 2 33(0)il) © FEUKFAE A Bl FRIBIL

A ETRE ©
Bank acceptance bills SRITHREEE
Group Company

AEH ARF
2013 2012 2013

—E-=F —E—-=F
RMB’000 RMB’000 RMB’000 RMB’000
ARET ARETT AR®T ARBT T

Endorsed bills BEEERE 123,970 186,784 - -
Bills on hand FHER 140,458 33,569 - -
Discounted bills BhIRE 44,033 - - -
308,461 220,353 - -
The bank acceptance bills are normally with maturity period of 180 days (2012: RITAEEE—RIPPRS—BNTH(Z
180 days). There is no recent history of default on bank acceptance bills. As at 31 T——F: —FH/A\+H)  |{RITEALFZRE
December 2013, bank acceptance bills of RMB9,000,000 (2012: nil) and of BRI EENLHR - R=ZFT—=F+=A
RMB44,033,000 (2012: nil) were pledged to banks for securing bills payables and =+ —H®HARK9,000,00T(=F—=
cash advances for discounted bills respectively. F ) R AR ¥44,033,000T( =& —

FE)NRTALERESERTRT D
RERENRIR M AR IR S B RA0 A -

As at 31 December 2013 and 2012, all other receivables aged between 0 and 30 RIB—=FR-_FT——F+-_A=+—
days. B - Ht SRR 2 ATE=TH -
The carrying amounts of trade and other receivables are denominated in the B 5 N H b e 4K 0 BR T ELA T 51 & &
following currencies: (=

Group Company
rEE AT
2013 2012 2013 2012

—E—= —E——4F —2—=

RMB’000 RMB’000 RMB’000 RMB’000
ARET ARETFT AR®TT ARBFT

Renminbi ARE 518,040 361,049 - -
United States Dollars ETT 5,037 26,042 - -
Hong Kong Dollars BT 497 97 353 =

523,574 387,188 353 -
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22

23

80

Pledged bank deposits

22

At 31 December 2013, the pledged bank deposits were pledged to a bank for
securing a bank borrowing (note 27). At 31 December 2012, the pledged bank
deposits were pledged to a bank for securing bills payables (note 29). The

deposits were denominated in Renminbi.

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

23

SR RRITER

R-Z—=F+-A=+—80 ' BA—XKiE
TR B IR T IE RIE R IRITE A (KT ==
2R - RZT——F+-_A=+—H -
B R —RBTEFEERRITFRIEAEN
SR (FT5E20) IR © TERTIAAREESHE -

RehBESEYR=ERAULE
LEEER N

Group Company
AEE RANF]
2013 2013 2012
—EB—=£ —B-=F =2
RMB’000 RMB’000 RMB’000 R1\Y/|=X0/0[0)
AR%T T ARETT AR%TR AREFTT
Cash at bank and in hand BITRERFHERAE
(notes (i) and (i) (B 2E () R i) 155,200 279,266 6,807 3,152
Short-term bank deposits RHARITIER
(notes (i) and (iii)) (B &E i) R (i) - 180,000 - -
Cash and cash equivalents RERIRNEEED 155,200 459,266 6,807 3,152
Fixed deposits with initial maturity REHR A=A LD
period over three months TE HATE R (P& (i) K (i)
(notes (i) and (ii)) 480,000 340,000 = -
635,200 799,266 6,807 3,152
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23 Cash and cash equivalents and fixed deposits with 23 ReRBELZEEYR=BANLE
maturity period over three months (Continued) BFER ()
Cash and cash equivalents and fixed deposits with maturity period over three HekREZEYR =18 _EE TR
months are denominated in the following currencies: NI EMEHE -

Group Company
AEH AT
2013 2012 2013
—F

—E—=F —E—-=F —=
RMB’000 RMB’000 RMB’000 RMB’000
AR%T R ARKETTT ARET T ARKETIT

Renminbi (note (iv)) AR (BtE (v) 625,499 785,395 - -

United States Dollars =TT 2,532 10,354 - -

Hong Kong Dollars BT 7,169 3,517 6,807 3,152
635,200 799,266 6,807 3,152

Notes: Bt

(i) Cash at banks earns interest at daily floating rates of bank deposit. (i) RITIR & TYIRIBITERH B)F SRIFIE -

(ii) These fixed deposits earn interest of 6.6%—6.8% (2012: 4.6%—-4.8%) per annum. (ii) HWEFTHERIEENR6LECSE(-T

— 4 46E48[F)RMFAIL ©
(iii) The bank balances are deposited with credit worthy banks with no recent history of

defaults. The carrying amounts of the cash and cash equivalents approximate to their (iii SBITHEBDNERRNBETEENLENE
fair values. FEERT -REeRBEEYNREAER
HATFERE °
(iv) The Group’s bank balances and deposits denominated in RMB are deposited with
banks in the PRC. The conversion of these RMB denominated balances into foreign (iv) RNEBE AR EORITERRIFRTY
currencies and the remittance of funds out of the PRC is subject to the rules and TFAFREKRIT - HZFUAREGTED
regulations of foreign exchange control promulgated by the government of the PRC. EHREBRRINE RIGE S IE K P /R8T

AR BB AT AR A B SN 51 AR I S AR
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24 Share capital

Authorised

Ordinary shares of HK$0.10 each
At 31 December 2012 and 2013

24 KR

Number of

shares

i3

FRME0.10B T2 LBk
RIE—ZFRZT—=F
+t=A=+—H

HEE
’000

TR

10,000,000

Share capital

&
HK$'000
TET

1,000,000

Issued and fully paid

Ordinary shares of HK$0.10 each

Number of
shares
REE

‘000
TR

ERTRAE

SO0 T2 B
+—8

Share capital

&N
HK$’000
THTT

RMB’000
AR%T 7T

At 31 December 2011 R-ZE——F+_-_HA= 5,779,680 577,968 515,234
Shares issued under scrip dividend BB ARA SET 81T

scheme 215 103,417 10,341 8,436
At 31 December 2012 R-BE——F+-_A=+—H 5,883,097 588,309 523,670
Shares issued under scrip dividend BB AR BT 21317

scheme Z & 109,032 10,903 8,687
At 31 December 2013 R=_FE—=F+—-_A=+—H 5,992,129 599,212 532,357

The following shares were issued to shareholders who elected scrip shares in lieu
of cash dividend pursuant to the scrip dividend scheme in 2013 and 2012. The
new ordinary shares rank pari passu in all respects with the existing ordinary
shares of the Company.

ATAR-_E—=FR_F——FREAR
REFTEBETTERERDREBROERLER
BREE RN - TERRN ST EEAR
AABREEBARZEREMAL

Number of Share Share
shares Scrip price Capital Premium Total
RO#E REER [ZS REE A
RMB'000 RMB'000 RMB'000
ARETT ARETT ARBTT
Share issued in 2013 as 2012 REZT—=F%1TER
final scrip dividend —TE—_4FKH
RERHD 109,032,208 0.2284 8,687 11,154 19,841
Shares issued in 2012 as 2011 RZT—ZF%TER
final scrip dividend —T——4FKH
RERHD 103,417,465 0.2350 8,436 11,388 19,824
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25 Reserves

25 f#E

Share Special Capital Accumulated
premium reserve reserve losses Total
R EE KRl E BXRGE RiTER A%
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
IN: T AREBTT ARETT ARBTT ARBTT
(note (i)
(B =E (i)
At 1 January 2012 R-FT——%—Hf—H 242,240 108,651 16,730 (76,002) 291,619
Loss for the year REEERE - - - (5,146) (5,146)
2011 final dividend 2 ——ERERE (31,582) - - - (31,582)
Issue of shares under scrip dividend BENRR ST BT
scheme Z&fn 11,388 - - - 11,388
At 31 December 2012 and R-FB——F+-A=t—-HK
1 January 2013 —E-=%-A-H 222,046 108,651 16,730 (81,148) 266,279
Loss for the year rEEER = = = (20,656) (20,656)
2012 final dividend “R-CERERE (31,496) - - - (31,496)
Issue of shares under scrip dividend BENRRSF BT
scheme 21 11,154 - - - 11,154
At 31 December 2013 R=ZE—=%+-A=1+—H 201,704 108,651 16,730 (101,804) 225,281
Notes: MisE :
(0] Under the Cayman Companies Law, the share premium of the Company is available [0} BiEHESHEENGE  HABSREAMN

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

ARIGESCRBT - AR R SRR E AT
HRARRDIREIR MRS - ERRERE
DIKK  ARRRBEBRAEBENATEE
B ER -

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

ARABRAEBNEHERE : @ARAH
P17 I A R E B R A 0 s (B E R A
48 IR PT U B0 BT S 1 B IR AN % AR 4 i B
BEZHEANERE: RO)EENBRRHE
ENBAREHNEMEAZ IR EER
EWBRRMNEMEARN ZHAEHE -
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26 Deferred income tax 26 EIEFTEH

BT PRAS B Th st B R 1 Z R AR IR B EA TR
RBERR IS RRMAER L ERM

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

84

end of the reporting period.

The movements on deferred income tax are as follows:

BB o

EIEFISTREE BT

Impairment of
property, plant

and equipment Others Total
M- -BER
RERE Hith et
RMB’000 RMB’000 RMB’000
ARETTT ARETTT AREETTT
At 1 January 2012 N-—Z——%—F—AH 1,415 (2,034) (619)
Charged to the profit or loss R B (161) (©8) (259)
Disposal upon step acquisition of PEEBRE KB ARREE
a subsidiary - 2,132 2,132
At 31 December 2012 and RZE—Z—F+ZA=+—HK
1 January 2013 —T—=%—H—H 1,254 - 1,254
Charged to the profit or loss RBZEHIR (163) = (163)
At 31 December 2013 RZZE—=F+=A=+—H 1,091 = 1,091
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27 Borrowings

CE

Group
AEE
2013 2012
—B—= —T——F
RMB’000 RMB’000
AR¥T T ARETTT
Cash advances for discounted bills, secured BRI ERIR S N - HIEH
(note (i)) (BEE ) 44,033 -
Bank borrowings, secured (note (ii)) SRITIE SR - A (MEEG) 60,000 -
Bank borrowings, unsecured (note (ii)) SRATIE SR - IR (MFEEGI) 319,565 -
Government loan, unsecured (note (iii)) BRI E SR - SR (PR3 (i) 7,091 7,091
430,689 7,091
Less: Amount due within one year shown under B ERBAEEET—FA
current liabilities B HISE (426,921) (2,437)
3,768 4,654
Notes: BffEE -

(i)

The Group discounted bills receivables of RMB44,033,000 (2012: nil) to a bank in
exchange for cash as at 31 December 2013. The transactions have been accounted
for as collateralised bank advances (note 21).

Bank borrowing of RMB60,000,000 (2012: nil) is secured by pledged bank deposits
of RMB10,000,000 (2012: nil) (note 22).

Government loan represented government assistance provided to Golden Corn, for
its corn refinery production by Finance Bureau of Shouguang City in April 2004. The
balance is unsecured, interest-free and fully repayable by 6 April 2019. According to
the loan agreement, the loan is repayable by 11 annual instalments commencing from
6 April 2009.

(i)

RZE—=F+=-A=+—H8' ' ~5EMA
SR1TERIR A R % 44,033,000 (=T —=
F:E)NBREBRRRS - FERZE
EABEMBITRRALR (HE21) o

R 17 & 3 A R %60,000,0007T (=& —
&+ ) A A R % 10,000,000 7% (
4 ¢ 8B IKIPIRITIT AR (it aE22) fEIK I o

BRERESELTHRER T MHFM
A ERRI T EER S ERE OB
BB o REHRREER  REREAR-F
—NFEANERIEREER - REESG
& BERAR_ZTNFNANBRRE
D+ —HEER -
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27 Borrowings (Continued) 27 fER ()

R-B—=FEF - FT——F+_-_fF=+—
B - AREBERERER AT HIRERS

At 31 December 2013 and 2012, the Group’s borrowings were repayable as
follows:

Bank borrowings and
cash advances for
discounted bills Government loan Total
BITERR
BRRBREBR BREX A
2013 2012 2013 2013
“B-=f —Z--f CZB-=f T C-B-=%
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARET T ARETT ARET T ARBTT ARETR ARETT
Within 1 year —FR 423,598 - 3,323 2,437 426,921 2,437
1-2 years —FERE - - 886 886 886 886
2-5 years MEZRF - - 2,659 2,659 2,659 2,659
Over 5 years BAREF - - 223 1,109 223 1,109
423,598 - 7,091 7,091 430,689 7,091
Wholly repayable within 5 years BERAFNEHER 423,598 - 6,868 5,982 430,466 5,982
Wholly repayable after 5 years ARNREREHESR - - 223 1,109 223 1,109
423,598 - 7,091 7,091 430,689 7,091

The government loan was non-interest bearing. The cash advances for BNERFRE  BRIRBIRIR € B RIRTT
discounted bills and bank borrowings carried interest at fixed rates ranging from B RIE5.3EE=6.3E M EE FHKAEFE
5.3% to 6.3% per annum.
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27 Borrowings (Continued) 27 fBR(4E&)
The carrying amounts of the Group’s borrowings are approximate their fair value. AEEEBRNEAEEEQAFERE - A%
The carrying amounts of the Group’s borrowings are denominated in the following EEZHEEEEL T E’EE -
currencies:
Group
AEE
2013
—E—=f
RMB’000 RMB’000
AR¥T T ARKETT
Renminbi AR 351,124 7,091
United States Dollars e 79,565 -
430,689 7,091
28 Deferred income 28 EZEUWA
Group
TEE
Steam
connection Government
income grants Total
RRERKA B A
RMB’000 RMB’000 RMB’000
ARETT AR¥ETT ARKETT
At 1 January 2012 R-ZE——%—A—H 17,598 9,095 26,693
Additions 10 3,142 - 3,142
Amortisation for the year FEEH (3,018) (187) (3,205)
At 31 December 2012 and RZE——F+-_A=+—HK
1 January 2013 —T—=%—8—H 17,722 8,908 26,630
Additions 190 1,357 13,600 14,957
Amortisation for the year FEHH (3,289) (459) (3,742)
At 31 December 2013 RZE—=F+=A=+—H 15,796 22,049 37,845
Steam connection income represents the payment received/receivable from FABEBRIRABRER K AEEmMRE A
customers for the connection of steam pipelines. Bl FEUK
Government grants represent the payments received from Shouguang City Finance BRI ARNS A REBEEREELAAN
Bureau and Linging City Finance Bureau for the development of the production 1M 5 RIS ERES S T B BB % BR)s T B U
complex in Shouguang and Linging respectively. HOFRIE o
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29

88

Trade and other payables 29 EFRHAMEMNR
Group Company
AEE PN
2013 2012 2013 2012
=== —E——F —E—= —T——%F
RMB’000 RMB’000 RMB’000 RMB’000
AR¥T T AR¥ETT AR¥ TR AREFT
Trade payables B S EMNR 89,784 83,162 - -
Bills payables EAEE 9,000 2,500 - -
Total trade and bills payables B RNRREN R G 98,784 85,662 = -
Advances from customers BRE; 63,430 106,555 - -
Deposits Hia 11,458 15,229 - -
Sales commission HEMRS 2,327 2,165 - =
Other tax payables H b pE IR 16,129 26,285 - =
Accrued expenses st E R 13,540 7,190 755 1,285
Payroll and welfare payables FENES RER 9,101 11,028 — 224
Payable for construction and EER

equipment R 292,403 209,980 - =
Others EHAh 3,484 31,895 - -
411,872 410,327 755 1,509
510,656 495,989 755 1,509

As at 31 December 2013, bills payables are secured by bank acceptance bills of
RMB9,000,000 (note 21). As at 31 December 2012, bills payables were secured
by pledged bank deposits of RMB2,500,000 (note 22).

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

R—ZE—=F+-A=+—0 ENZ
& A A K #9,000,000 7T H $R 17 & H Z &
(M) EEHR - R=ZFE—=F+= A
=+—H ' BENZEENUARK2500,0007T
BB RITF R (M 5 22) fEHE R -

AT RHRERARE S ENREENRENER

B DA

Group Company
AEE NN

2013 2012 2013 2012
—E—=£F —E——F —EB-=F —ET——4F
RMB’000 RMB’000 RMB’000 RMB’000
AR¥T T ARKETTT AR¥ TR AREETTT
0-60 days TENTH 81,427 64,899 - -
61-90 days AT—ZEN+H 2,555 3,809 - -
Over 90 days NA+BRE 14,802 16,954 - -
98,784 85,662 - -

The average credit period on purchases is 80 days (2012: 80 days). The Group
has financial risk management policies in place to ensure that all payables are
paid within the credit time frame.

CHINA STARCH HOLDINGS LIMITED ANNUAL REPORT 2013

RENFHEERARNTH(ZE—ZF:
N+H) - REEE FIEREERERHE -
VATECRFAE FE NN B RIS BB S S o
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29 Trade and other payables (Continued) 29 EBFRHEMESRE)

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

B 5 REAMEN RN REER T &
|:

Group Company
rEE AT
2013 2013
—E—=5F —E—=f
RMB’000 RMB’000 RMB’000 RMB’000
AR®T T ARBFT ARBTR ARKETT
Renminbi AR 496,806 467,206 - -
United States Dollars =TT 13,041 27,231 - -
Hong Kong Dollars BT 809 1,552 755 1,509
510,656 495,989 755 1,509
30 Employee housing deposits 30 ETEERDS

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

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

BRI ER A R A A

AREMBTRHAES  EESBETIENE
HRGAKE - ELEEANEERE &
HHETHAGE - ANBIEEERME - B
BRERERKA - B TAMAEEHNE
ERES - AEEFBRE B THRIAES
—REEES °

il

v

I TEERESNRE  BERAERETR
EETHEEEAKIERETER —EARNR

°

fa
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31 Commitments 31 R

REFTHRHESLEHENARE
ERENREERE

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

Group Company
EE KA F]
2013 2013
—E—=F —EB—=fF
RMB’000 RMB’000 RMB’000 RMB’000
ARBT R ARBFT AR®T R ARBFT
No later than 1 year —FR 834 480 488 232
Later than 1 year and
no later than 5 years —FEBREAFA 1,188 493 854 -
2,022 973 1,342 232
(b) Commitments in respect of capital expenditure (b) ERBEIZEE
Group
rEH
2013 2012
—E—= —ET——4F
RMB’000 RMB’000
ARETR ARBFT
Authorised but not contracted for in respect of: B 5 #EEKRET 4 :
— property, plant and equipment — U RERRE 296,800 165,496
— prepaid lease payments — BAEER 18,820 38,560
315,620 204,056
Contracted but not provided for in respect of: & 7] 4118 AR -
— property, plant and equipment — W RELRKRE 210,226 267,038
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32

33

Share-based payment transactions

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

As at 31 December 2013 and 2012, no options have been granted under the
Share Option Scheme of the Company.

Related party transactions

(@) Connected transactions
The following transactions fall under the definition of “connected
transactions” in Chapter 14A of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”), in respect of which the Company has complied with the disclosure
requirements in accordance with Chapter 14A of the Listing Rules.

The Group entered into three purchase agreements with Shandong
Shouguang Juneng Electric Co., Ltd. (“Juneng Electric”) on 3 May 2012,
29 May 2012 and 23 November 2012 respectively. During the year, the
Group acquired certain electric equipment of RMB33,064,000 (including
value added tax) (2012: RMB3,627,000 (including value added tax)) from
Juneng Electric pursuant to these purchase agreements. Juneng Electric
was beneficially held as to approximately 32% (2012: 54%) by Shandong
Shouguang Juneng Holding Co., Ltd. (“Juneng Holding Group”) which was
in turn owned as to 55% by Mr. Tian. In addition, Mr. Yu Yingquan, a
Director of the Company, also has 5% beneficial interest in Juneng Holding
Group.

As at 31 December 2013, the amount due to Juneng Electric is
RMB3,389,000. As at 31 December 2012, the amount due from Juneng
Electric is RMB5,015,000. The balance is unsecured, interest-free and shall
be settled in accordance with the respective contract terms.

BRI ER A R A A

32

33

R XA RIBNRXS

RAT OB ARAERT & ([REARRERT &) ThR R
R-ZETLFAARABRBN—FREREM

By EZEMARNESRAEKESIRM
HRE - IR B EFEEAIRAERS
BE (BEARBRENBARIMNES) K
BRI LARIE AN R B ARD - BEARAEET B4
RERAZ BT FRNEXN - BITERIKE
AR AR T B K AR A B BR AR 6 (7] E Ath B AR A T
EIR AT B IR B 1 AR 1T 165 B Ak A i ] B %
TRIRINEE £ - & HEFBBBEAA AT
BB B ITIRZRH) 30% ©

RZE—=FR-_F—Z—F+=ZA=+—
B - BERIEA D R R 8% AW
fiRAE o

REXZNRBELRS

(a) EBEXS
UTRGBEBHAERSMERAR
FHEMARC ETAADE+HA
EMREZ [BERS] MAREE
BB EMRRIE TOABENIRE
HIE °

AEEER=ZZT—=-FRAA=H =
T——_FRAZFTAARZT—Z=F
+—A=Zt+=HHILURBLEEER
BRAR(TEREERD DRI =%
BB - RAFE - AEEREZ
EHERZOEASRKEE TEK
=i BEAR33,064,0007T (2
FREB)(ZTE—ZF: AR
3,627,000 (BIEEETR)) - EfLE
RHLRSHEREREEGRA A
([EREREE DERHEFLI2% (=
T—ZF 54%)fm  MERE Iﬂx
£ H l Al FA % & HE B 55% 25 o

’ ZK’&T§$$§€£5%$7T%EE
e Iﬁxﬁlm5%,§\ﬁnf

=

RZEBE—=F+=A=+—8H ' Ef
EfLERMIERARES3,389,0007T °
RZEBE—ZF+ZA=+—8H Bl
EReBERAIERARES,015,0007T °
ERTDEER 28 WAREKERH
B & R ERIEE -
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33 Related party transactions (Continued) 33

(b) Related party transactions

In addition to above, the Group entered into the following material related
party which are not regarded as connected transactions as defined under
the Listing Rules:

()  Transactions with related parties

Sales of cornstarch to an associate
Sales of electricity and steam to

an associate
Purchase of electricity and steam from

M — K& QA
] — K& A A
HEE MR
BIFERRREREE

ﬁif/\/ﬁﬁﬁ]

non-controlling interests BHMEA
Provision of staffing services to M IR AR R Rt A N ER
non-controlling interests AR5

Compensation from non-controlling interests 3422 i& 1% 5 4 %5 55 &6 77
for accidental failures in the supplies of MR EBINP T EH B
electricity and steam

BEXZRBERRZ (H)
(b) BEEFXRS
BBt ESN  AEBERTL TSR E

AR A TE & T & AR RE
BEABENRS

RHZ

—E-=F —T——4F
RMB’000 RMB’000
ARETR AREFTT
- 124,642

- 6,706

75,225 100,015
2,946 3,366
1,291 -

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

(ii)

Key management compensation

ZEXRGREBEEEANAH
ERH#ETT

(i) FEEZEHRN

2013 2012
—B-= —E——F
RMB’000 RMB’000
AR¥T AREFTT
Short-term benefits 2 HRF 3,489 4,428
Retirement benefit scheme contributions RREFIFTEI 3R 94 93
3,583 4,521
Balance with a related party (i) ERRES ML

(i)

2013 2012

—ZB—=F —T——4F

RMB’000 RMB’000

AREB TR AREFTT

Amount due from non-controlling interests FE U FEIR AR IR B A 25 HO TR I 11,833 12,284
Balance is unsecured, interest-free and shall be settled in ERRTEER 28 WAR

accordance with the respective credit terms.
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