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Financial Highlights

MBRE

2007 2006
—EZtF ZETERF
HK$’000 RMB’000 HK$’000 RMB’000
FET ARET T FHT ARETT
(Note) (Note)
(P3E) (FI5E)
Operating results FE—
Turnover EER 1,441,651 1,349,962 1,026,068 1,031,506
Gross Profit EF 283,303 265,285 194,210 195,239
Profit before taxation Tt AT A 217,754 203,905 132,454 133,156
Profit for the year AEEFE 217,557 203,720 113,787 114,390
Business performance ratios HERRBLEE
Gross profit margin EAES 19.7% 18.9%
Net profit margin AP 15.1% 11.1%
Return on shareholders’ equity % R =5 [0 3R] 25.7% 62.2%
Current ratio mEntE = 2.3 1.0
Quick ratio REPLE = 1.9 0.7
Gearing — borrowings AL R — {85
to total equity Fr oAt == 42 TR 14.1% 209.5%
Efficiency ratios M=
Debtors turnover (days) JE U B SR A B R 2 38 46
Creditors turnover (days) JE T BRFBEE K BR 23 34
Inventories (days) FEREXE 39 44
Cash Conversion (days) RS ERKE 54 56
Annual capacity FEE
Cornstarch (tonnes) TR (1E) 450,000 450,000
98.5% Lysine (tonnes) 98.5% FEEUBL (WE) 35,000 29,000
65% Lysine (tonnes) 65% TR (WE) 20,000 =
Steam (tonnes) R (WE) 2,620,000 2,620,000
Electricity (kwh) B 7 (T RE) 336,000,000 336,000,000
Notes: The conversion of HK$ into RMB is based on the exchange rate of fizE : BE_TTLR-ZFEXRNFT_A=T—RHILFENE

TL55 Bz 1.0078 T 5 A R #0.9364 7T & 1.007 7T 5 A
R¥1.0053 2 BREBAARE « BIAKRRAEIRAT
iz SEEAE FER i o

HK$1.00:RMB0.9364 and HK$1.00:RMB1.0053 for the year ended 31 December
2007 and 2006 respectively. No presentation is made that the amounts stated in this
annual report could be converted at the above rate.
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Chairman’s Statement

EREHE

Dear shareholders,

On behalf of the board of directors (the “Board”) of China Starch Holdings
Limited (the “Company”), | am pleased to present the first annual results of
the Company and its subsidiaries (collectively, the “Group”), after its listing
on the Stock Exchange of Hong Kong Limited (the “Stock Exchange”). The
year 2007 was a year of rapid development for the Company. Pursuant to
the annual plan of development, the whole staff of the Company achieved
excellent results in 2007, through the strengthening of internal management,
increasing of market share, expanding of business scope, and pressed
towards the target of being the leader in the corn processing industry in the
PRC and strictly holding to the guiding principle of “Attending to details, quality
and to be strong”. The Company succeeded in achieving its historical target
of listing its shares on the Stock Exchange on 27 September 2007 and laid an
important milestone for its future development.

For the year ended 31 December 2007, turnover and net profit of the Group
amounted to approximately RMB1,349,962,000 (2006: RMB1,031,506,000)
and RMB203,720,000 (2006: RMB114,390,000) respectively, representing
substantial increases of approximately 30.9% and 78.1% over 2006. The
gross profit margin amounted to 19.7% (2006: 18.9%).

In the year under review, the total sales volume of cornstarch and lysine
amounted to approximately 327,910 tonnes and approximately 26,467
tonnes, representing increases of 7.7% and 31.3% over the previous year.
During the year, turnover of cornstarch and lysine amounted to approximately
RMB914,652,000 and RMB319,966,000 respectively, representing
remarkable increases of approximately 25.6% and 41.7% respectively. The
increase in the sales revenue of cornstarch was mainly due to the increases in
both unit prices and sales volume.

The increase in the sales revenue of lysine was due to the Company targeted
to be the leader of corn processing industry in the PRC. During the year
under review, the Company has the excellent achievement in the research
and development of 65% lysine product and the completion of the production
line at the end of November. The investment in this production line amounted
to RMB283,450,000 and the planned annual production capacity was
approximately 20,000 tonnes.

During the year under review, in order to be more effective in energy saving
and reduction of emission and the overall utilisation of resources, the
Company invested over RMB7,500,000 in the expansion of the production
capacity of the fertiliser plant and the treatment capacity of high-density
lysine waste water. The project started in July 2007 and began production
in September and took only 66 days. It is expected that the production
volume of fertilizer will be increased by approximately 12,000 tonnes and
the treatment capacity of waste will be increased by approximately 181,500
tonnes within a year.

B MIRR

RAERKRPEBRNEZERBRAR(AARNEFS ([E
28] MAREARFREMB AR (G [ A&E )R
BRMARXIMABRAB (MM LHRENFERE
HE - —EELFEDNARASRERN—F  AREER
TRIEFERRE - BERMCABRER - B INH5 710
KiEREEEHE - PERRPEE KRR N TEAERSE
= BiE [MA—ME—BFR WEERA R-FF
TFRFTRENEE - ARBERIN_ZEZTLFNA
“HEREERBRXMBROBE LT ZBLERER - AE
NAEIRKRERETERHBIZH -

HEZZTLFTA=1T—HIFE ' A5EHFEE
B AR 40 5 AR 1,349,062,000 7T (— T NEF - AR
#1,031,506,0007T) & A R #203,720,00070 (= F /<4 ¢
AREE114,390,000T) * B=FZTNFEH FIAMR_EAL
30.9%78.1% i NEEHBENER/19.7% (ZTZTREF ¢
18.9%) °

REBFR 2FEKBMEBER ZHEESH 5=
#49327,910M8 & 426,467 - REF D RIIR B 7.7% K&
31.3% o M ERBID RFEREEN BRA) & S5 D BB 54
AR#914,652,0007T & A R #319,966,0007T @ K5 7
7#125.6% [ 41.7% + BRARZER o FORID IH & e 2 15
RRAFZERIFEEERFEEEHEMER o

MBS EE WS 2 EREBRAARATRKAEFTEE
HKRINTITHEREE 2 B1Z - REEENR - 1£65% BREE
Wi ERERAKRE  YR_EE+F+—ARERLE
ERR o ZEMEESRRE ARE23,450,0007C @ :RaHEE
IR ST EE4920,000 18 o

RNRAFATE—TIRAMERBENBERIEREREA T
FA7KFE - REBEFREESARE 750 8T EAIE R
ERERESRARSEEEKNEEERN - ZBAR-Z
THFLAFHT - WRANAGIRE - BR{E66K @ Bt —
R A ANBERHE £49 12,0008 & BBIMEFEEVIRIZE L)
181,500 M o
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EREHE

Meanwhile, the research and development of threonine and glucose-fructose
slurry were also proceeding and numerous data were collected during
experiments. Initial production perimeters were confirmed and it is expected
that large scale production will be achieved in the near future.

The Company strengthened its internal management, promoted the
Company’s brand and enhanced its social influence and awareness within
the industry. During 2007, the Company received various honours and
recognitions from the government, regulatory authorities and within the

industry:

° In January 2007, the Company was recognised as one of the “Top 50
fodder producers in Shandong” by the Animal Husbandry Association
in Shandong;

° In May 2007, the Company’s cornstarch passed the annual

examination of “China Famous Brands” conducted by the General
Administration of Quality Supervision, Inspection and Quarantine of the
People’s Republic of China and the Company’s L-lysine hydrochloride
salt passed the annual examination of “Shandong Famous Brands”
conducted by Shandong Bureau of Quality and technical supervision;

o In August 2007, the Company’s cornstarch was awarded the
Certificate of Sanitary Registration by Certification and Accreditation
Administration of the People’s Republic of China and the Company’s
gluten meal, fibre and L-lysine hydrochloride salt were awarded the
Certificate of Registration of Vegetation-oriented Fodder Producers
for Export from Shandong by the Administration for Inspection and
Quarantine for Import and Export of the Shandong Province. All
products obtained recognition from examination authorities and were
permitted to be exported;

° In October 2007, the Company passed the annual examination for “Top
Enterprises in Shandong” conducted by the Bureau of Agriculture of
Shandong Province;

° In December 2007, the Company’s cornstarch was assessed as
a “product exempt from government inspection” by the General
Administration of Quality Supervision, Inspection and Quarantine of the
People’s Republic of China;

° In December 2007, the Company’s acid-based products and similar
products (lysine) passed the inspection for European fodder additives
and the quality pre-mixed fodder conducted by 1t FEE B R E L),
and were permitted to be exported to Europe;

HARMRAREARLRBTRLET  METARER
REUR - VIPRE T EETE280 AHETANRIRA
BRI EERIKF o

NAR(CAMER - HEARRE AR TE’JHQ%‘E
NEATHEMEE @ AREE-ZTLFEP - BEBA -
ERFIRTERBREBRRA

—ETHF-f BRUREERHEEENNLR
AR EERED TR | RBEIE

“TRLETA BARREERERRIREAES
HEABTEABON [HEEE] Fig - BBILURE
HERMEBERERAFL-BakEREN LIRS
iR

“TRHFNA  FRBMBREERAERTEER
EEZEBERBNBEEIMIFIIE  TAH 4
4 FEARLEE IS IR AR RBRRE BE
IR B EEYRERHEECRIMERLRES -
PRAEmBBRERAFINZRR - AFFHA

—TTEF TR BRALURERERIEEHERAD
XIFE:

—EELET R RARNEARBRHEEREEE
BRRnRaRts [BEReRER]

R FT R BRI RERBRER UM
MEELR A IR A A EERARE - R
EBE N HERAR LY (FRABL) H N EUMRES
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OUTLOOK

Looking forward, the rapid development of the Company in 2007 laid a solid
foundation for its future fast and continuous development. In the year, the
Company effectively utilised the resources from the listing and continued its
market-oriented operation. Detailed and systemic flow of management was
commenced. New focus points of growth were identified. Externally, through
the establishment of a local plant and merger and acquisition in other areas,
the production capacities of cornstarch and lysine are expected to reached
800,000 tonnes and 55,000 tonnes respectively and the types of products will
be expanded to include the acid-based products of threonine and glucose-
fructose slurry, L-lysine hydrochloride salt. Ultimately, the Company will be
the leader in the corn processing industry in the PRC. We expect that through
the acquisition of corn processing enterprise in Shandong and internal
technological upgrading, the production capacity of cornstarch will further be
expanded. The Company will continue its study on other cornstarch and lysine
producers for feasibility of subcontracting, cooperation or acquisition for the
furtherance of the Group’s objective and goal.

The Company succeeded in entering into the international capital market
and achieved good results in the year with the contribution and endeavour
of the whole staff and management of the Company. Hence, | would like to
express my sincerest gratitude to each staff members, each director, each
shareholder and investor for their support to the Company.

Tian Qixiang
Chairman

Hong Kong, 16 April 2008

RE
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Management Discussion and Analysis

BEEENWR DN

OVERVIEW

B

2007 was a remarkable year for the Group because the Company was listed
on the Main Board of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) on 27 September 2007.

Turnover of the Group comprised principally sales of (i) cornstarch and
ancillary corn-refined products, (ii) 98.5% L-lysine hydrochloride salt
and agricultural fertilisers, and (iii) electricity and steam. During the year
under review, we recorded a substantial growth in turnover by 30.9% to
approximately RMB1,349,962,000 (2006: RMB1,031,506,000), and our
gross profit margin and net profit margin also increased to 19.7% (2006:
18.9%) and 15.1% (2006: 11.1%) respectively.

Basic earnings per share of the Company was RMB62.56 cents per share
based on the weighted average number of 325,625,000 shares in issue during
the year (2006: RMB25.36 cents per share based on the weighted average
number of 262,500,000 shares).

We are pleased to report to our equity holders that the Board of Directors (the
“Board”) proposed a final dividend of HK3.83 cents per share for the year.

10

—TTLFHAEEAMEREREAN—F - A2
ZELEAAC —i—tEIWIjJE?/%SﬁQX%FﬁEBEAn
(TR P 1) EARET ©

$E@W%¥%E£%§%%MT§%10 ERBWRE
KRN TRIEM ¢ (ii)98.5%L - 7B =k B8 ik B8 0 2 2 Pk
K (i) EARZEA - REBFEERN @ HfIHNEEBAREER
#930.9% &= #) A R #51,349,962,000 70 ( Z T Z /R 4F © A
R #1,081,506,0007T) * FAPIEER R RAF] =I5 BIF
F19.7% ( —FBZTNE : 18.9%) K 15.1% ( Z BT N4 ¢
11.1%) °

AAREBREABIAEARK62.567 @ THREFANE %
1TR%AD B ANHE F 39 80325,625,000 T E (ZBE/RNE : A
R¥25.36% + THiRIEA% (D & IN4E F1520262,500,000 %51
H) -

BPMARARRRSEFEAZR  EF2((EFg)E
KA F R RIS 5% 3.83 81l -
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BEEENWR DN

REVIEW OF BUSINESS

FER Ol

Profit for the year

Net profit for the year attributable to equity holders of the Company increased
by 206.0% to approximately RMB 203,720,000 (2006: RMB66,574,000). Net
profit margin of the Company increased to 15.1% from 11.1%.

Turnover

Cornstarch

Sales of cornstarch and ancillary corn-refinery products for the year ended
31 December 2007 increased by 25.6% to approximately RMB914,652,000
and represented 67.8% of our total turnover for the year. Such substantial
growth in sales was attributed by both the improvement in selling price and
the increase in production volume. The average selling price was increased by
approximately 10.0% as compared to the average selling price in 2006. The
sales volume of cornstarch increased by approximately 23,000 tonnes (7.7 %)
to approximately 328,000 tonnes for the year ended 31 December 2007 as a
result of increase in average production capacity.

Our cost of goods sold in respect of comnstarch and ancillary corn-refinery
products increased by 27.1% to approximately RMB795,888,000 for the year
as a result of increased sales and increased corn kernel cost. Despite the
increase of average cost of corn kernels by about 20.7% during the year, the
Group has successfully implemented various measures, including improving
our production efficiency, corn-to-starch output ratio and strengthening our
cost control. As a result, the Group only experienced minimal impact on the
gross profit margin by a reduction of approximately 1.0% from 14.0% in 2006
t0 138.0% in 2007.

Lysine

We recorded a strong growth in sales of lysine and its related products for the
year under review. Turnover of this business segment increased by 41.7% to
about RMB319,966,000 and represented 23.7% of total turnover for the year.
The increase of turnover of this segment is mainly attributable to (i) increase of
average selling price of lysine by 10.3%; (i) improved production capacity &
efficiency; and (i) tonnage sales increase by 31.3% to approximately 26,467
tonnes.

During the year under review, the cost of starch paste, being the major and
self-produced raw material of lysine, increased due to the increase in cost of
corn kernels. However, gross profit margin of lysine still increased from 31.5%
t0 38.7% mainly due to the improved production efficiency.

AREEEFE

AREERDNRERFEARGFEER206.0% ZHAR
#203,720,000 7T ( Z BT /RF : AR#66,574,0007T) ©
ARABEEFEER111%FHE15.1% °

E S

HE_ZTZLHE+_A=+—"BHLEEFE ETXBHK
EFRANMIBERHIEERIERBHENARKE
914,652,0007T * (AN FEAREE = X 4ETE67.8% © iHE
HMWBERRNSXENEELARESEN - FHERE
RITTRNFEMTHEELF4910.0% - BN FHERER
T BE-EELE+-A=1+—HILFEE  EXKBROHD
SHE S RX) 23,0008 (7.7%) Z£#) 328,000 M °

$¢F$'§@E%iﬁﬁ%‘&fx%bDIEJEﬁEﬁ%“ﬁK
EIN27.1% EH AR 795,888,000 7T + TR HE
REEARRKAE R %EWE%KM:FY:]}RZME
#20.7% 9 - AEBEXRNBIESBEE - BRIESAE
BAEERE « FOREERIE R AR IRAAIES] o B
bt REBEEZENETELN1.0%NBBTE - EFE
H_ZTNFM14.0% NEE-_ZZLFR13.0% °

RSB

REERAEMEREELRNEEENDBEFTESESR
SR o WIHEB D BN EEBRRMNINENARE
319,966,000 7T * M ANFE EFELLFE23.7% © WLIEEKE D
BHEEBENER  TERHER()BRENTHEEER
10.83% : (i) Efe R ERS (iii) MERZ SHE 12 &K 81.3% &
#26,467 WA °

REBFEER - BN (BREBENEERBEEME) &
AR E RN A EFmAATIE AN - AT - BEEEKER
T+ BREEMEFIZTIE 31.5% F233.7% ©
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REVIEW OF BUSINESS (Continued)

FEX oI ()

Turnover (continued)
Electricity and steam

Pursuant to the conversion of our wholly-owned subsidiary, LB}
Bt T AKFZAMR AR (Shandong Shouguang Juneng Golden Corn
Development Co., Ltd.) (“Golden Corn”), into a wholly- foreign owned
enterprise, our sales of electricity was temporarily suspended for the period
from October 2006 to July 2007. As a result, our turnover of electricity was
reduced to about RMB10,401,000 from about RMB30,068,000 and turnover
of steam became the major contributor to this business segment for the year
ended 31 December 2007. With the advantage of (i) the increased production
capacity of our power plant (due to installation of additional boilers), (i) the
increased demand of steam from LR E seiFi AR A 7] (Shandong
Shouguang Juneng Special Steel Co., Ltd.), and (i) our expanded sales and
marketing efforts, our sales of steam increased to about RMB104,943,000,
or by 122.4% compared to the same period in last year. Overall, turnover of
this business segment increased by 49.3% to about RMB115,344,000 and
represented 8.5% of total turnover for the year.

Coal is the principal cost component of our turnover of electricity and steam.
During the year, the average price of coal increased by approximately 12.4%
due to shortage in supply. That said, the gross profit margin of this business
segment increased to 33.5% from 28.6% mainly due to the shift of product
mix to increase turnover of steam which has a higher profit margin.

Other income

Other income mainly consisted of gain on disposal of leasehold land, sales of
scrap of coal and oil, staff quarter rental income, steam connection income
and government grants. Other income was increased to approximately
RMB31,695,000 from approximately RMB10,631,000. While the Group
disposed of two pieces of leasehold land, totalling approximately 76,676 sq.
metre, resulting in other income of approximately RMB24,402,000. On the
other hand, we ceased to have commission income from 553t & &= B & 4R
AR A 5 (Shouguang Golden Far East Modified Starch Co., Ltd.) (“Golden
Far East”), our 49% owned associated company, for sales support services
(2006: RMB3,379,000) following termination of the sales representative
agreement in August 2006.

12
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REVIEW OF BUSINESS (Continued)

FER ol ()

Interest income

Interest income represented interest income from bank deposits for the year
ended 31 December 2007. Such increase was mainly due to the proceeds
received by the Company from the global offering of its shares during the year
(“Global Offering”).

Distribution expenses

Distribution expenses for 2007 was approximately RMB40,976,000, which
represented an increase of approximately 28.3% as compared to 2006.
Distribution expenses mainly consisted of transportation costs, salaries and
commission, and export expenses. The increase in distribution expenses was
mainly due to the increase in turnover and marketing expenses.

Administrative expenses

Administrative expenses mainly represented salary and staff benefits,
exchange difference, depreciation and amortisation, travelling expense,
entertainment expenses and listing expenses. The increase in administrative
expenses was mainly attributed to (i) the loss on exchange difference of
approximately RMB2,509,000 (2006: RMB523,000) due to the appreciation
of Renminbi against US dollar and HK dollar; and (i) listing expenses in relation
to the Global Offering which amounted to approximately RMB8,814,000.

Share of result of an associate
The share of loss from our associate, Golden Far East, was reduced to

approximately RMB2,375,000 from approximately RMB 3,475,000 for the
financial year ended 31 December 2007 .
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REVIEW OF BUSINESS (Continued)
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Taxation

Tax expense for the year mainly represented deferred tax expense, amounted
to approximately RMB185,000.

As our wholly-owned subsidiary, Golden Corn, was converted into a wholly
foreign owned enterprise on 26 September 2006, it was entitled to exemption
from PRC Foreign Enterprise Income Tax for two years commencing from its
first profit making year, followed by a 50% relief for the next three years (the
“2 + 3 tax concession”).

Pursuant to the Notice by the PRC State Council on the Implementation of
the Grandfathering Preferential Policies under the PRC Enterprise Income Tax
Law, (Guofa [2007] No.39), from 1 January 2008, enterprises that have been
granted “2 + 3 tax concession” shall continue to enjoy the tax concessions
until the expiry day in accordance with the tax preferences under the old
income tax law, regulations and relevant provisions. In this regard, Golden
Corn can still enjoy this tax concession until 31 December 2011.

In addition, in accordance with the Notice released by the Ministry of Finance
and the State Administration of Taxation (Caishui [2008] No.1), distributions
of the pre-2008 earnings of a foreign-invested enterprise to a foreign investor
in 2008 and onward are exempt from corporate income tax. Therefore, the
retained distributable profits of Golden Corn as at 31 December 2007 (which
amounted to approximately RMB140,998,000) will not be subject to 10%
withholding tax on future distributions.

We were not liable for income tax in Hong Kong during the year because we
did not have any assessable income arising in Hong Kong.
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REVIEW OF BUSINESS (Continued)
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Dividend policy

The Directors expect that dividends will be paid as interim and/or final
dividends. We currently intend to pay annual cash dividends of not less
than 30% of the Group’s distributable profit in each financial year. However,
the determination to pay such dividends will be made at the discretion of
the Board and will be based upon the availability of distributable profits,
our earnings, financial positions, funding requirements and other relevant
factors from time to time. The payment of dividends may be limited by legal
restrictions and by agreements that we may enter into in the future. The
Directors are of the views that our dividend policy will not affect the sufficiency
of our working capital in the coming years.

The Board proposed a final dividend of HK3.83 cents per share which
represented approximately 11.8% of distributable profit for the year. The
actual dividend pay-out ratio is less than the dividend policy because the
Company was listed in the final quarter in 2007 and the management would
like to reserve cash for expansion of production capacity. Details of our
expansion plan is set out in the paragraph headed “Future plan and capital
commitments” under this section.

Human resources and remuneration polices

As at 31 December 2007, the Group had approximately 1,577 full-time staff,
of which 1,079 were under employment of the Group, and 498 were provided
by ILEE BRI EE AR A F (Shandong Shouguang Juneng Holding
Group Co., Ltd.) (“Juneng Holding Group”) under the Manpower Provision
Agreement dated 5 September 2007 entered into between Golden Corn and
Juneng Holding Group. Total staff costs, including Directors’ emoluments, of
the Group for the year amounted to approximately RMB23,105,000 (2006:
RMB22,317,000).

The Directors consider that it is very important to retain competent and
experienced staff and management as it is a key to success and a driver for
future development of the Group. Therefore, we offer on-the-job training, staff
quarters and retirement benefits to our staff.

The Company has adopted a share option scheme with primary purpose
of motivating our employees and other eligible persons entitled under the
scheme to optimise their contributions to the Group and to reward them for
their contribution to the Group. As at 31 December 2007, no options have
been granted under the share option scheme of the Company.

In addition, we do not encourage our full-time staff to engage in other
business or employment. Therefore, we require our staff to seek consent
from the Group prior to engaging in other business or employment during the
course of his/her employment with us.
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REVIEW OF FINANCIAL POSITION
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Financial management and treasury policy

The Group adopts a conservative approach for cash management and
investment on uncommitted funds. The unutilised portion of the net proceeds
from the Global Offering have been placed on short-term deposits with
authorised financial institutions in Hong Kong and/or the PRC.

Foreign currency exposure

We have limited exposure to fluctuation in foreign currency because our
operation is mainly conducted in the PRC. Sales and purchases are mainly
denominated in Renminbi. The Directors consider that the foreign currency
risk associated with export sales which are denominated in US dollars is not
material. In view of the minimal exposure to fluctuations in foreign currency
exchange rate, other than closely monitoring the changes in the foreign
currency exchange rate, the Group does not maintain any hedges in this
regard.

Finance costs

For the financial year ended 31 December 2007, finance cost mainly
represented the interest paid on bank borrowings and imputed interest on
loan from a shareholder, Merry Boom Group Limited (“Merry Boom”). The
increase in finance cost was mainly due to the imputed interest of about
RMB5,939,000 (2006: RMB225,000) on loan from Merry Boom incepted
in December 2006. As disclosed in the prospectus of the Company dated
12 September 2007 (the “Prospectus”), the loan from Merry Boom was
capitalised prior to the listing of the Company’s shares on the Main Board of
the Stock Exchange. As a result, we ceased to incur such imputed interest
expense following the capitalisation of loan from Merry Boom in September
2007.

Our interest on bank borrowing increased by approximately 23.7% to about
RMB13,646,000 (2006: RMB11,032,000) because we ceased to rely on our
related company, Juneng Holding Group, and instead relied on short term
borrowings from financial institutions for short term funding in 2007.
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Liquidity, financial resources and capital structure

The Directors are of the opinion that the working capital available to the Group
is sufficient for its present requirement. Major source of financial resources
include internally generated funds, banking facilities and net proceeds from
the Global Offering. The Group recorded a strong financial position with net
cash inflow from operating activities of approximately RMB263,621,000
(2006: RMB84,598,000). As at 31 December 2007, the Group had available
banking facilities of RMB258,000,000, of which RMB80,000,000 was
utilised. The amount of the Group’s fixed rate borrowings and floating rate
borrowings were approximately RMB81,970,000 (2006: RMB263,003,000)
and approximately RMB30,000,000 (2006: RMB121,999,000) respectively.
As at 31 December 2007, the Group’s borrowings were all denominated in
Renminbi (2006: RMB123,644,000 denominated in HK dollar, represented
32.1% of total borrowings). The interest rate on fixed borrowing will be
reviewed on an annual basis.

The major financial figures and key financial ratios are summarised as follows:

RBEE  BKERRESLEE

EERA AKENRANSEESEUENERRS
e MBERNEBRREBEASELENES  RITE
BERERBEEMESIIRFE - AEEYERAKRIARS)
Z<«%/ﬁbfi’-ﬁiﬁimki‘%%ﬁ%ﬁ/\Eﬁzzss 621,0007t (=
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=+—H AEEERARITEE AR 258,000,000
7T Hf AR # 80,000,000 TEHBNA - AEEKTE R
BRRZEERSEI BN AEARE 81,970,000 (==
TN 0 AR 263,003,0007T) K49 A KR # 30,000,000
T(ZEERE : ARK121,999,0007T) - R-ZET L4
T A=1t—8  AEENEFEIUARBHE(ZEE
N AR 128,644,000 T T A TTEHE G EFAEEE
32.1%) ° EEBEFRMFIRGFFERT —IX

T2PHEIE MRS AT

2007 2006
—EELF ZETRF
RMB’000 RMB’000
AR¥T T AR
Borrowings: B

— on demand or within one year —RE R —F AR 92,885 101,608

— more than one year, ——FE - BETBAMF
but not exceeding two years 886 274,308

— more than two years, —WENALE - BTHBARF
but not exceeding 5 years 12,659 1,773
— more than 5 years —RFENE 5,540 7,313
111,970 385,002
Debtors turnover (days) JE U BR SR A B R 2 38 46
Creditors turnover (days) FETBR A R 2 23 34
Inventories turnover (days) FEREXE 39 44
Current ratio DIEIE S 2.3 1.0
Quick ratio REPLE = 1.9 0.7
Gearing ratio-borrowings divided by total equity BE B &L R — (& 3G LAz 14.1% 209.5%
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USE OF NET PROCEEDS

PSSR R R R

The net proceeds received by the Company from the Company’s Global
Offering amounted to approximately RMB350,258,000. The net proceeds
utilised for the year ended 31 December 2007 is set out as follows:

AARRERRBEERBNAERBEFELNSARE
350,258,000 ° HE—ZEEtHF+_A=+—HILFE
EBAMEFBFEHIINT

Intended use

AL )iiE=S

Acquisitions of other manufacturer(s)/capital
injections of subsidiary(ies)/joint venture

Acquisition of new machineries/conduct
production technology enhancement

Acquisition of new machineries for cornstarch
and lysine production facilities expansion

Purchase of raw materials and general
productions expenses of new machineries

Repayment of borrowing

General working capital

The unutilised portion of the net proceeds have been deposited on short term
basis in licensed financial institutions in Hong Kong and/or the PRC.

Material acquisitions and disposals of subsidiaries and associated
companies

Other than the reorganisation of the Group in preparation of the listing of the
Company’s shares on the Main Board of the Stock Exchange as disclosed
in the Prospectus, the Group had no material acquisition or disposal of any
subsidiaries and associated companies for the year ended 31 December
2007.

Pledge of assets and contingent liabilities

As at 31 December 2007, the Group pledged the leasehold land and
plant in the PRC with an aggregate net book value of approximately
RMB85,118,000 to secure banking facilities granted to the Group. In addition,
the cash received from discounted bank acceptance bills, amounting to
RMB22,000,000 (2006: RMB25,608,000), were also recognised as secured
bank loans.

As at 31 December 2007, the Group did not have material contingent
liabilities.
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FUTURE PLAN AND PROSPECTS AREFTEIRAIR
Launch of new product HEHFER

As disclosed in the paragraph headed “Expand our product pipeline” under
the section of “Future plans and use of proceeds” in the Prospectus, we
intend to expand our lysine product offerings to include 65% lysine. We
have successfully developed 65% lysine at the end of 2007. We spent
approximately RMB23,450,000 for the facilities for the production of 65%
lysine and the estimated annual production capacity is expected to achieve
approximately 20,000 tonnes.

Future plan and capital commitments

It is one of the Group’s business strategies to increase its annual cornstarch
and lysine production capacity. To facilitate the planned expansion in
production capacity of the Group, it is part of the Group’s future plans
to acquire additional production capacity from small-to-medium-sized
cornstarch and/or lysine producers.

We have on March 2008, established F&EZsEE EARKEDBBRAE] (Linging
Deneng Golden Corn BioLimited) (“Deneng Golden Corn”), a PRC joint
venture company owned as to approximately 85.94% by us. On 9 April
2008, Deneng Golden Corn entered into a provisional sales and purchase
agreement with its 14.06% minority shareholder to acquire certain production
facilities and construction in progress in respect of cornstarch and starch-
based sweetener production facilities. The Directors expected that the
annual production capacity for cornstarch and starch-based sweetener will
be increased by 300,000 tonnes and 100,000 tonnes respectively by the
end of 2008. The estimated capital commitment for the acquisition of the
said production facilities and the construction in progress is approximately
RMB144,000,000 and will be financed by the net proceeds from the Global
Offering and Deneng Golden Corn’s internally generated funds.

We intend to utilise Deneng Golden Corn as our extended sales network to
cover the middle and western China, and as our new production vehicle for
more advanced corn-based products such as amino acid and starch-based
sweeteners.

Further details of the acquisition of production facilities is disclosed in the
Company’s announcement dated 11 April 2008.
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CORPORATE GOVERNANCE PRACTICES

EEERER

The board of directors (the “Board”) of the Company is mindful of the
importance of good corporate governance practices and procedures in
safeguarding shareholders’ interests and enhancing the performance of
the Group. With this objective in mind, the Company is committed to the
establishment and implementation of good corporate governance practices
and procedures. The code provisions prescribed in the Code on Corporate
Governance Practices (the “CG Code”) set out in Appendix 14 of the
Rules (the “Listing Rules”) Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) were adopted by the
Company as its own code of corporate governance practices on 5 September
2007.

Since the listing of the Company’s shares on the Main Board of the Stock
Exchange on 27 September 2007 (the “Listing Date”), the Company has
complied with the code provisions under the CG Code.

The following set out the major principles in the CG Code that were applied by

the Group from the Listing Date to 31 December 2007 (the “Relevant Period”)
and where applicable, up to the date of this report.

DIRECTORS’ SECURITIES TRANSACTIONS

ARAEEE ((EFE]) ERARINEEERER R
RFHRERRERICERARERENERN - BETT
H—RE  AABBARTLRAITRANEEE TR N
B e ARER_ZETLFNARARMNBEH AR FZM
BRARI (BT DE R EARA( LR R DM 81457
FEXREABERTA([REEEER TR BSTRIE
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BE-FTLFAA-TEA (T ETRH) ARRHBEOHR
B ER ETIAN  ARA—EETREEATR T
51| #H) ST RIMERST ©

ATHIIANEE R FHEHE—"TTF+—H=+—H
(IBREBED k(HER) BE2ARSE A RMRANEERE
ATRTAMERRA

EENESFRS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers set out in Appendix 10 to the Listing Rules as its
own code of conduct (the “Model Code”) governing securities transactions
by the directors of the Group to which the Model Code applied. Having made
specific enquiry of all directors of the Company (the “Directors”), all Directors
confirmed that they have complied with the required standard set out in the
Model Code throughout the Relevant Period and up to the date of this report.
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BOARD OF DIRECTORS

g8

Composition of the Board of Directors

The Board comprises four executive Directors and four independent non-
executive Directors. The function of the Board is to guide the management to
ensure the interests of the shareholders of the Company are safeguard.

The Board members for the year ended 31 December 2007 were:

Executive Directors

Mr. Tian Qixiang (Chairman) (appointed on 29 November 2006)

Mr. Gao Shijun (Chief Executive Officer) (appointed on 5 September 2007)
Mr. Yu Yingquan (appointed on 15 March 2007)

Mr. Liu Xianggang (appointed on 5 September 2007)

Independent Non-executive Directors

Ms. Dong Yanfeng (appointed on 5 September 2007)
Ms. Yu Shumin (appointed on 5 September 2007)

Mr. Cao Zenggong (appointed on 5 September 2007)
Mr. Yue Kwai Wa, Ken (appointed on 5 September 2007)

The biographical details of all Directors and the relationships (if any) among
them are set out in the section headed “Directors and Senior Management
Profile” on pages 31 to 35 of this annual report and the Company’s website.
Save as so disclosed, there are no financial, business, family or other material
or relevant relationships among members of the Board.

The composition of the Board is well balanced with each Director having
sound industry knowledge, extensive corporate and strategic planning
experience and/or expertise relevant to the businesses of the Group. All
executive Directors and independent non-executive Directors bring a variety
of experience and expertise to the Company.
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Chairman and Chief Executive Officer

In compliance with the code provision A.2.1 of the CG Code, the roles of
the Chairman, Mr. Tian Qixiang, and the Chief Executive Officer (“CEQ”), Mr.
Gao Shijun are segregated in order to ensure a clear distinction between
the Chairman’s and the CEQ’s responsibilities. This also allows a balance of
power between the Board and the management of the Group, and ensures
their independence and accountability.

The Chairman focuses on the Group’s business and strategic matters to
ensure the Board is operated effectively. In addition, the Chairman will lead the
Board to establish good corporate governance practices and procedures for
the Group.

The CEO is responsible for the daily operation to ensure the approved Group’s
strategies are effectively implemented to achieve the goals of the Group.

Functions of the Board of Directors

The Board is responsible for the oversight of the management of the
Company’s business and affairs with the goal of maximizing long-term
shareholder’s value, while balancing broaden shareholder interests. The
Board also focuses on overall strategic development of the Group and its
policies with particular attention paid to the growth and financial performance
of the Group.

The Board delegates the authority and responsibility for implementing day-
to-day operations, business strategies and management of the Group’s
businesses to the executive Directors, senior management and certain
specific responsibilities to Board committees.

When the Board delegates aspects of its management and administration
functions to the management, it has given clear directions as to the powers of
management, in particular, with respect to the circumstances. While allowing
management substantial autonomy to run and develop the business, the
Board plays a key role in structuring and monitoring the reporting systems and
internal controls. The composition and functions of each Board committee
and its major role and function are described below in the paragraph headed
“Board Committees”. The final decision rests with the Board unless otherwise
provide for in the terms of reference of relevant committees.
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Independent non-executive Directors

In compliance with Rule 3.10(1) of the Listing Rules, there are four
independent non-executive Directors representing half of the Board. Among
the four independent non-executive Directors, one of them have appropriate
professional qualifications in accounting or related financial management
expertise as required by Rule 3.10(2) of the Listing Rules.

The Company has received from each of its independent non-executive
Directors the annual written confirmation of his/her independence pursuant
to Rule 3.13 of the Listing Rules and it still considers each of Ms. Dong
Yanfeng, Ms. Yu Shumin, Mr. Cao Zenggong and Mr. Yue Kwai Wa, Ken to
be independent.

Directors’ Appointment, Re-election and Removal

Each of the executive Directors has entered into a service contract with the
Company for a period of three years commencing from 5 September 2007,
subject to termination by either party giving not less than three months’ prior
written notice to the other.

Each of the independent non-executive Directors has entered into a formal
appointment letter with the Company for his/her appointment as independent
non-executive Directors for a term of two year commencing from 5
September 2007, subject to termination by either party giving not less than
three months’ prior written notice to the other.

In accordance with the Company’s articles of association, all Directors
(including executive Directors and independent non-executive Directors) are
subject to retirement by rotation at least once every three years and shall be
eligible for re-election. Under the Company’s articles of association, the office
of a director is liable to be vacated in certain circumstances and the Company
may by ordinary resolution at general meeting remove any Director.

BYEHITES

RIBEETRRE 3100 1§ - AN BILIFNITES 14
ERENEN—F - WEBIFRNTERD - EP—5H
B EMARANE310Q) RATARER 25t SRR G E IR R
HBHEEEXER -

AARBEREGRB I TERIRR EMRAIE 31315
HHAREBTENERE - AATRAELEL LY - &
BB L BN AERRFELEAGBUIM -

EEWEMET ERRER

BEPITEFERARRNLRBEN AT LF
AREBEFAB=F hEA—FSHET5 T IR
BANELEEMBRAMBZIESL -

/

[ =

BEBUFNTEFEREEZEREIFATERTRAR
ARFRYEAEZEE - B-_ETLFNLARBRF AR
FAHEA-—SRTAR—ATPR=ZEANFLEDR
MMARLE

REARRNRAER  MEEF(BRATEEREY
FRTER)AB=FELWMBERER  EEEERE
BEE - REAQRFEMBER  ARANEFBMAIRE
THERTHRZER  MARRARKRIRAS EAEBAR
RERADEEMES -

23



China Starch Holdings Limited Annual Report 2007 FEIRBZEREMRAE —TTLFFHR

Corporate Governance Report
TEERRE

BOARD OF DIRECTORS (Continued)

B2 (#)

Board meetings and Board Practices

The Board has scheduled to meet at least four times a year, and the Board
will also meet on other occasions when a board-level decision on a particular
matter is required.

The company secretary of the Company (the “Company Secretary”) assists
the Chairman to prepare the agenda of the meeting and each Director may
request to include any matters in the agenda. Generally, at least 14 days
notice is given for the regular Board meetings. The Directors will receive details
of agenda items for decision at least 3 days before each Board meeting.

The Company Secretary is responsible for distributing detailed documents
to Directors prior to the meetings of the Board to ensure that the Directors
are able to make informed decisions regarding the matters discussed in the
meetings so that they may receive accurate, timely and clear information.

All Directors may have access to the advice and services of the Company
Secretary who regularly updates the Board on governance and regulatory
matters. The Company Secretary is also responsible for ensuring the
procedures of the Board meetings are observed and providing the Board
opinions on matters in relation to the compliance with the procedures of the
Board meetings.

If a substantial shareholder or a Director has a conflict of interest in a matter
to be considered by the Board, the Company will not dealt with the matter
by way of written resolution or by a Board committee (except if that Board
committee was specifically established for such purpose). The independent
non-executive Director with no material interest in the matter will attend the
meeting to deal with the matter if it is considered appropriate.

All the Board committees adopted the same principles and procedures used
in the Board meetings.
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Board meetings and Board Practices

The Board held 2 regular meetings since the Listing Date to the date of this
annual report and the attendance records of the regular Board meetings held
are set out below:

EZeeBRESEER

ERehmtTRANEAFRABIABRA2AERSH -
EHEEEEANLFLCEEHIIMT

Directors’ Attendance

ESHERY
Executive Directors HITES
Mr. Tian Qixiang (Chairman) BERSE (EE) 2/2
Mr. Gao Shijun (Chief Executive Officer) ST A (TTEAEE) 2/2
Mr. Yu Yingquan FE2EE 2/2
Mr. Liu Xianggang 2R M 2/2
Independent non-executive Directors BIUFHTES
Ms. Dong Yanfeng 0 Fotum 2/2
Ms. Yu Shumin TR L 2/2
Mr. Cao Zenggong BT kA 2/2
Mr. Yue Kwai Wa, Ken REESE 2/2

Access to Information

The management will provides the Board with appropriate and sufficient
information through financial reports, business and operational reports and
budget statements in a timely manner to keep the members of the Board
informed of the latest development of the Group.

The Board members can gain access to the Group’s information and other
matters either from the Company Secretary or the CEO.
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The Board has established the following committees to oversee specified
aspects of the Company’s affairs as defined in their own terms of reference.
Details of which are set out below: —

Audit Committee

Composition

The Audit Committee was established on 5 September 2007 and comprises
four members, all are independent non-executive Directors, namely Mr. Yue
Kwai Wa, Ken (Chairman), Ms. Dong Yanfeng, Ms. Yu Shumin, and Mr. Cao
Zenggong.

Role and Function

The Audit Committee acts as an important link between the Board and the
Company’s auditors in matters within the scope of the Group’s audit. The
written terms of reference of Audit Committee are available upon request.

The principal 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 advises to the Board on the appointment, reappointment and removal of
external auditors as well as their terms of appointment.

Meeting Record
The Audit Committee held two meetings up to the date of this annual report

and the attendance records of the members of the Audit Committee are set
out below:

Members of the Audit Committee EREEGRE
Mr. Yue Kwai Wa, Ken (Chairman) REELLE (FFE)
Ms. Dong Yanfeng BEEL+

Ms. Yu Shumin R

Mr. Cao Zenggong BRI A
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Up to the date of this annual report, the Audit Committee has performed the
following:

° reviewed with management the auditing, internal control and financial
reporting matters including the interim financial statements of the
Group for the six months ended 30 June 2007 and the audited financial
statements of the Group for the year ended 31 December 2007;

° discussed with external auditors on matters relating to yearly audit.

Remuneration Committee

Composition

The Remuneration Committee was established on 5 September 2007.
The committee comprises of five members, namely the independent non-
executive Directors, Mr. Yue Kwai Wa, Ken (Chairman), Ms. Dong Yanfeng,
Ms. Yu Shumin, Mr. Cao Zenggong, and an executive Director, Mr. Tian
Qixiang.

Role and Function

The written terms of reference of the Remuneration Committee are available
upon request. The major duties of the Remuneration Committee are to review
and making recommendations to the Board on the Company’s remuneration
policy and structure for and compensation scheme of the Directors and senior
management as well as to determine the specific remuneration packages of
all executive Directors and senior management.
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Remuneration Committee (Continued)
Meeting Record
The Remuneration Committee held one meeting up to the date of this annual

report and the attendance records of the members of the Remuneration
Committee are set out below:

Members of the Remuneration Committee FHEESERE
Mr. Yue Kwai Wa, Ken (Chairman) REELRLE (FFE)
Ms. Dong Yanfeng BEEL+

Ms. Yu Shumin R

Mr. Cao Zenggong BRI A

Mr. Tian Qixiang AEFELE

Up to the date of this annual report, the Remuneration Committee has
performed the following:

o reviewed and made recommendation to the Board of the remuneration
of Directors and salary adjustments;

° reviewed and made recommendation to the Board on the remuneration
policy.

Nomination Committee

Composition

The Nomination Committee was established on 5 September 2007. The
Nomination Committee comprises of five members, namely the independent
non-executive Directors, Mr. Yue Kwai Wa, Ken (Chairman), Ms. Dong
Yanfeng, Ms. Yu Shumin, Mr. Cao Zenggong and an executive Director, Mr.
Tian Qixiang.

Role and Function

The authority and duties of the Nomination Committee are specified in its
written terms of reference. The major duties of the Nomination Committee
are to review the structure and composition of the Board, to review and
provide recommendations to the shareholders of the Company on the terms
of Director’s contract, to assess the independence of the independent non-
executive Directors. The Nomination Committee is used to consider each
individual’s professional knowledge, industry experience, personal ethic and
personal skills when it makes recommendation to the Board on individuals
suitably qualified to become members of the Board.
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TEERHRE

BOARD COMMITTEES (CONTINUED) EEZER(E
Nomination Committee (Continued) REZES(EA)
Meeting Record =t

The Nomination Committee held one meeting up to the date of this annual ~ EEARFRB I - IRLZESBITBINSH 2R

report and the attendance records of the members of the Nomination ek 8 LFELsEINMT :
Committee are set out below:

Attendance
HE R E

Members of the Nomination Committee REZEGHRE
Mr. Yue Kwai Wa, Ken (Chairman) REFELE (EF) 11
Ms. Dong Yanfeng BLEL Lt 1/1
Ms. Yu Shumin R 1/
Mr. Cao Zenggong BT EA 1/1
Mr. Tian Qixiang HAEFELE 1/

Up to the date of this annual report, the Nomination Committee has performed
the following:

o made recommendation to the Board for their re-election at the
forthcoming annual general meeting of the Company;

° reviewed the independence of the independent non-executive Directors
and the annual independence confirmation provided by each of them.

ACCOUNTABILITY AND AUDIT

Directors’ and Auditors’ Acknowledgement

The Audit Committee and the Board have reviewed the Company’s
financial statements for the year ended 31 December 2007. The Directors
acknowledge their responsibility for preparing the accounts and presenting
a balanced, clear and comprehensive assessment for the Company’s
performance, position and prospects. The Directors are not aware of any
material uncertainties relating to events or conditions that may cast significant
doubt upon the Company'’s ability to continue as a going concern.
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ACCOUNTABILITY AND AUDIT (Continued)
Directors’ and Audlitors’ Acknowledgement (Continued)

Messrs. Deloitte Touche Tohmatsu Certified Public Accountants
acknowledge their reporting responsibilities in the “Independent Auditors’
Report” on pages of 51 to 52 in this annual report.

Auditors’ Remuneration

During the year ended 31 December 2007, the remuneration paid/payable
to the auditors, Deloitte Touche Tohmatsu Certified Public Accountants in
respect of its statutory audit service to the Group was RMB1,220,000. Fees
for non-audit services was divided as follows:

Initial public offering BRAFRER
Review of 2007 interim report B —TT L FRHRE
Total: 5T

INTERNAL CONTROL

BEMERET (8)
BERZEEEI R (F)

=% « R SRTENTEANF|RE 51 62 ARO[ B %
HEMRE | PHERERRAT

BEETF B

E—ETLF+ A=+ —HILFE - SR EENEE)
ERS ST ASBAEREEETREME
/e A A R#51,220,000 7T ° FERETIRIEH &
D ETHIER :

2007
—FTLE
RMB’000
ARMT T

2,100
487

2,587

R BREE 1

The Board is responsible for the effectiveness of the Group’s internal control
systems. The internal control systems are designed to meet the Group’s
particular needs and the risks to which it is exposed, and by their nature can
only provide reasonable, but not absolute assurance against misstatement or
loss.

Procedures have been set up for safeguarding assets against unauthorized
use or disposition, controlling over capital expenditure, maintaining proper
accounting records and ensuring the reliability of financial information used
for business and publication. Qualified management throughout the Group
maintains and monitors the internal control systems on an ongoing basis.

The Board has, through the engagement of SHINEWING Risk Services
Limited, conduct an annual review of the effectiveness of the internal control
systems of the Group, covering all material controls, including financial,
operation, compliance controls, etc.

According to the internal control report, the Audit Committee is satisfied with
the internal control systems of the Company and no material deficiencies has
been found on the internal control systems.
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DIRECTORS

Executive Directors

Mr. Tian Qixiang, aged 44, 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 IIERZNHEEE EXFEERA
7] (Shandong Shouguang Juneng Golden Corn Development Co., Ltd.)
(“Golden Corn”), an indirectly wholly-owned subsidiary of the Company,
during the period from July 2003 (when he first joined the Group) up to
October 2005. He was re-appointed as director of Golden Corn in December
2005 and has been the chairman of the board of Golden Corn since August
2006. Mr. Tian has also been the authorised representative and chairman
of the board of directors of IIEREKEFEIEREBBR AT (Shandong
Shouguang Juneng Holding Group Co., Ltd.) (“Juneng Holding Group”) since
its establishment in October 2005. Mr. Tian has been working for S HHE
A 7] (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 B BEE (Electricity and Water Irrigation)
from 1L ERA K FHEE E4% (Water and Electricity Machinery School) in 1981
and graduated from R EIHEE L FRE Z B € ER (The Shandong Province
Par’[y Committee School of the People’s Republic of China) with a diploma

n &S (Economics Management) in 1996. Mr. Tian obtained the
quahﬂcahon as a senior economist in December 2002.

Mr. Tian is beneficially interested in approximately 54.5833% of the issued
share capital of Merry Boom Group Limited (“Merry Boom"), a substantial
shareholder of the Company, and is also a director of Merry Boom.

Mr. Gao Shijun, aged 40, 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 graduated from LLIE A2 (Shandong
University) in 1989 with an undergraduate degree in Physics.
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Mr. Yu Yingquan, aged 39, 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
2008 to October 2005, and was re-appointed as director in 17 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 [LER/KFERIERL (Shandong Hydro Institute) in 1990
with a diploma in ZKF#E L 75E 2 (Hydro Economic and Financial
Management), and obtained a diploma in Bf#& 3 (Finance Management)
from ILREEHEEIEAELERFT (Shandong Economics Management
Institute) in 1998. Mr. Yu obtained the A RFME @ HEEKFE
(Certificate of Accounting Professional of the People’s Republic of China)
issued by 3t EUF (Finance Bureau of Shouguang City) in 1997.

Mr. Liu Xianggang, aged 39, has been a director of Golden Corn since
October 2005 principally responsible for the Group’s production technology
developments and cornstarch production. Mr. Liu has been an employee
of Golden Corn since August 1998 holding positions as factory supervisor,
technical department supervisor, deputy chief engineer, chief engineer,
deputy general manager and factory manager. 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 (L5 T %
A& (Shandong Industrial University) in 1990 with an undergraduate degree
in TEEE T (Industrial Management), and obtained a post-graduate
diploma in ZEZA&EE (Industrial Economics) from LB AE4LHEELE (the
Economics School of Shandong University) in 2003. Mr. Liu also obtained
the qualification as senior engineer in December 2002. Mr. Liu is the deputy
supervisor of EAXREHHEFEZE 8 (the Cornstarch Professionals Committee)
of China Starch Industry Association.
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Independent non-executive Directors

Ms. Dong Yanfeng, aged 71, has been appointed as an independent
non-executive Director on 5 September 2007. Ms. Dong was granted the
qualification as senior engineer by BIZRE 852 /5 (State Medical Control
Bureau) in 1988, and is currently the chief secretary of China Starch Industry
Association responsible for its general management as well as organising
and supervising the execution of its annual plans. Over the years, Ms. Dong
had won several technology awards, including BHZ KR =4 (Third Level
Award on Technology Results) and RHZE 20 = %82 (Third Level Award On
Technology Advancement) in 1984 and 1986 respectively granted by Science
and JAI L AR IITE B2 (Technology Committee of Hebei Province), £t
#E 20— 4% (First Level Award on Technology Advancement) in 1986 granted
by JAIdL & B %248 /) F] (Chief Medical Company of Hebei Province) and =%
4% (Third Level Award) in 1987 granted by BIRBIE KT ST ELZ S
(Evaluation Committee of the State Science and Technology Advancement
Awards). Ms. Dong’s achievements in technologies was also evidenced by
the grant of a special financial grant from the State Council in 1993 for her
contributions in engineering technologies.

Ms. Yu Shumin, aged 66, has been appointed as an independent non-
executive Director on 5 September 2007. Ms. Yu graduated from 1t (L2
T %2 (Beiing Chemical Technical Institute) in 1963 with a diploma in 7
HT{EE (Chemical Analysis). Ms. Yu obtained the qualification as engineer
n DH1EE (Chemical Analysis) in 1988. Ms. Yu is currently the BIIf=&
(Deputy General Manager) of the China Fermentation Industry Association and
the 2= & (General Manager) of the association’s B #E2& (Cornstarch
Sweetener Sub-association) and % Lz & (Polyol Sub-association).

Mr. Cao Zenggong, aged 45, has been appointed as an independent non-
executive Director on 5 September 2007. Mr. Cao graduated from /& A £
(Qinghua University) in 1984 with an undergraduate degree in & /7] X £t & &
BH &)t (electrical engineering specialising in power system and automation).
Mr. Cao has been the E={E T#2E0 (supervisory engineer) of 2 & K £I30 (the
development planning department) of LLIEE 2 715 B /2 &) (Shandong Electric
Power Corporation) since July 2005 principally responsible for power system
planning, feasibility analysis and electricity network management, and has
been appointed as a specialist of the specialist committee of LLIERE 15
/A 7] (Shandong Electric Power Corporation) in October 2006. Mr. Cao was
awarded the =228 (Third Level Award) for his thesis on 1Z#(b &5t —
R EAR AR R4 (Standardised Design — Keys to City Electricity Network
Construction and Re-modeling) by [LIZR E# TF22& (Shandong Society for
Electrical Engineering) in 2001. Mr. Cao was also granted honorary certificates
by FREIE HEEIRET1HE (Electric Power Design Association) in 2003 and
2004 for his participation in two award-winning projects, namely the 72593 T
B4 E R 2 (Jinan City Electricity Network Development Plan) and the &
16 GB )500kvEEE FT T2 (Yellow River North (Bingzhou) 500kv Transformer
Station Project), respectively.
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Mr. Yue Kwai Wa, Ken, aged 42, has been appointed as an independent
non-executive Director on 5 September 2007. Mr. Yue is a director of Winkas
Capital Limited, a financial and management consulting company. Mr. Yue
was an independent non-executive director of Wealthmark International
(Holdings) Limited, a company listed on the Main Board of The Stock
Exchange of Hong Kong Limited (“Stock Exchange”), during the period from
January 2005 to June 2005. He was also an independent non-executive
director of several companies listed on the Growth Enterprise Market of the
Stock Exchange, namely, Loulan Holdings Limited, during the period from
August 2004 to January 2006, Byford International Limited, during the period
from May 2003 to September 2007, and Sungreen International Holdings
Limited, during the period from November 2005 to February 2008. Mr. Yue is
a Certified Public Accountant with over 15 years of experience in accounting,
auditing and corporate finance. Mr. Yue is also a member of the American
Institute of Certified Public Accountants, a member of the Colorado State
Society of Certified Public Accountants and a member of the Hong Kong
Securities Institute holding a specialist certificate and a practicing certificate in
corporate finance

SENIOR MANAGEMENT TEAM

Mr. Guo Zhibo, aged 41, has been a director of Golden Corn since October
2005. Mr. Guo was first appointed as the deputy manager of the sales and
marketing department of Golden Corn in August 1998, and was re-assigned
as the deputy chief engineer in January 2000. Mr. Guo has been in charge
with the Group’s sales and marketing activities since July 2003.

Mr. Zhang Junhua, aged 45, has been a director of Golden Corn since its
establishment in July 1998. Mr. Zhang is principally responsible for overseeing
the Group’s overall production and procurement management. He is also
the deputy chairman of the board of directors of Shouguang Golden Far
East Modified Starch Co., Ltd. and a director of Juneng Holding Group. Mr.
Zhang graduated from ZE3t7KF| & 2T (Northern China Water and Electricity
Institute) in 1984 with an undergraduate degree in L& (Engineering), and
obtained the qualification as engineer in 1993.

Ms. Wei Guoying, aged 38, has been a director of Golden Corn since
October 2005. Ms. Wei was appointed as the Group’s chief accountant and
department supervisor in 2004, and is responsible for overseeing accounting
and financial reporting of Golden Corn. Ms. Wei graduated from L&
SHIREHEER (Intermediate Institute of Accountancy of Shandong
Province) with a diploma in % &5t (Professional Accounting) in 1989, and
obtained an adult higher education diploma in 52 (Accounting®) from
IR B ERT (Shandong Finance Institute) in 2004. Ms. Wei obtained the
qualification as accountant in May 1996.
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Mr. Hu Jing, aged 38, has been a director of Golden Corn since July 20083.
He is principally responsible for the overall operations of the Group’s lysine
production plant and power plant. Mr. Hu joined the Group in 1998 and
he was holding various positions as power plant supervisor, cornstarch
factory manager and power plant manager. Mr. Hu obtained the qualification
as accountant in May 1996, and a diploma in &EE# (Economics
Management) from A EIHEZ |LF4EZ B &2/ (The Shandong Province
Party Committee School of the People’s Republic of China) in 1996.

Mr. Su Tao, aged 41, joined the Group in 1998 and is currently responsible
for raw materials and accessories procurement. He was appointed as a
deputy manager of the sales and supplies department of Golden Corn in
2002, and was later appointed as the £ (supervisor) of Golden Corns
supplies department in 2003. He was appointed as assistant to general
manager in 2005, and was promoted to deputy manager in January 2007. Mr.
Su has been the E5= (supervisor) of Golden Corn since March 2007.

Mr. Wang Guoliang, aged 32, joined the Group in June 2004 as a technical
supervisor and is currently responsible for the corporate management, quality
and safety control and environmental protection. He graduated from [L/E
T 3 K& (Shandong Industrial University) with an undergraduate degree in
ZN\RE THE (Heat Engineering) in 1997, and has obtained the qualification as
engineer in 2002.

Mr. Leung Siu Hong, aged 32, joined the Group in February 2008 as the
financial controller, qualified accountant and company secretary. Mr. Leung
is responsible for company secretarial and financial reporting matters. He
has over 9 years experience in auditing, accounting, corporate finance and
management. Mr. Leung is an associate member of the Hong Kong Institute
of Certified Public Accountants and a fellow member of the Association
of Chartered Certified Accountants. Mr. Leung holds a masters degree in
accounting from the University of Aberdeen, Scotland.
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The Directors have pleasure in presenting their annual report and the audited
consolidated financial statements of the Company and its subsidiaries (the
“Group”) for the year ended 31 December 2007.

GROUP REORGANISATION AND LISTING OF THE
COMPANY’S SHARES ON THE MAIN BOARD OF
THE STOCK EXCHANGE

EEMAREZEFHREARRAREMB AR ([AEE )&
E_ETLE+ A=+ HIFENEEZES KR
% o

EEEARAAARGEB AR L
m

The Company was incorporated in the Cayman Islands as an exempted
company with limited liability under the Companies Law, Chapter 22 (Law
3 of 1961, as consolidated and revised) of the Cayman Islands (“Cayman
Companies Law”) on 29 November 2006, with its ultimate holding company
being Merry Boom Group Limited which was a limited liability company
incorporated in the British Virgin Islands.

Pursuant to the reorganisation (the “Reorganisation”) of the Group in
preparation for the listing of the Company’s shares on the Main Board of
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) as
disclosed in the prospectus of the Company dated 12 September 2007
(the “Prospectus”), the Company has since 15 December 2006 became the
holding company of the Group. Further details of the Reorganisation are set
out in the Prospectus.

The shares of the Company of HK$0.10 each (“Shares”) were listed on the
Main Board of the Stock Exchange on 27 September 2007.

PRINCIPAL ACTIVITIES
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The principal activity of the Company is investment holding. The Company’s
subsidiaries are principally engaged in the manufacture and sale of
cornstarch, L-lysine hydrochloride salt 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 37 to the
consolidated financial statements. There were no significant changes in the
nature of the principal activities of the Group during the year.

RESULTS AND DIVIDENDS
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The results of the Group for the year ended 31 December 2007 are set out in
the consolidated income statement on page 53.

The Directors recommend the payment of a final dividend of HK 3.83 cents
per share, totalling approximately HK$20,012,000, in respect of the year
ended 31 December 2007. Subject to the approval of the shareholders of
the Company at the forthcoming annual general meeting (“AGM”) of the
Company, the final dividend is expected to be paid to those shareholders
whose names appear on the register of members of the Company on 16 May
2008.
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CLOSURE OF REGISTER OF MEMBERS

TEMERDBFECFE

The register of members will be closed from 14 May 2008 (Wednesday) to
16 May 2008 (Friday) (both days inclusive), during which period no transfer of
shares will be effected. In order to qualify for the proposed final dividend and
to attend and vote at the AGM, all transfers of shares accompanied by the
relevant share certificates must be lodged with the Hong Kong branch share
registrar and transfer office of the Company, Tricor Investors Services Limited,
at 26th Floor, Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong Kong
for registration no later than 4:00 p.m. on 13 May 2008 (Tuesday).

SHARE CAPITAL
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Details of movements of the share capital of the Company during the year
are set out in note 28 to the consolidated financial statements and in the
consolidated statement of changes in equity respectively.

R BIRATA G AR &
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FBEDBIBN A MR T

DONATION B
The Group made charitable donations amounting to HK$1 million during the — ZN£EEIFAE R 224858 4 1,000,000 3 7T ©

year.

PROPERTY, PLANT AND EQUIPMENT

During the year, the Group spent approximately RMB26,374,000 on additions
of property, plant and equipment mainly for the expansion and enhancement
of its production capability.

Details of movements in the Group’s property, plant and equipment during the
year are set out in note 15 to the consolidated financial statements.

The amount of valuation as at 31 July 2007 of the Group’s land and buildings
as included in the Prospectus was RMB185,000,000. Had the Group’s land
and buildings been included in the financial statements at such valuation
throughout the year ended 31 December 2007, an additional depreciation
charge of RMB377,000 would have been charged to the consolidated income
statement for the year ended 31 December 2007.

SUMMARY FINANCIAL INFORMATION
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A summary of the published results and assets and liabilities of the Group for
the last four financial years is set out on page 119. The summary does not
form part of the audited consolidated financial statements.
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DISTRIBUTABLE RESERVES

A Rk

As at 31 December 2007, under the Cayman Companies Law, the share
premium of the Company is available for paying distributions or dividends
to shareholders subject to the provisions of its Memorandum or Articles
of Association and provided that immediately following the distribution of
dividends, the Company is able to pay its debts as they fall due in the ordinary
course of business. As at 31 December 2007, the Company’s reserves
available for distribution to shareholders amounted in total to approximately
RMB569,976,000.

MAJOR CUSTOMERS AND SUPPLIERS
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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.

During the year, each of Mr. Tian Qixiang (a director and a substantial
shareholder of the Company) and Mr Yu Yingquan (a director of the Company)
had an indirect interest in one of the Group’s top 5 suppliers, LR Z )t E&E
BHBEI AR A7 (Shandong Shouguang Juneng Electricity Fuel Co., Ltd),
which was owned as to 10% by LI =k E gE1E A& E B R A 7] (Shandong
Shouguang Juneng Holding Group Co., Ltd) (“Juneng Holding Group”) and
as to the remaining 90% by IR &= E LB NiER AR EF AR (Shandong
Shouguang Juneng Electricity Construction Co., Ltd), which is in turn 5.39%
owned by Juneng Holding Group. Mr. Tian Qixiang and Mr Yu Yingguan have
a 55% interest and 5% interest respectively in Juneng Holding Group.

Save as disclosed above, none of the Directors, their respective associates,
or any shareholder of the Company (which to the knowledge of the Directors
own more than 5% of the Company’s issued share capital) has any interest in
any of the Group’s five largest suppliers nor customers during the year.
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DIRECTORS

=S

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

Executive Directors

Mr. Tian Qixiang (Chairman) (appointed on 29 November 2006)

Mr. Gao Shijun (Chief Executive Officer) (appointed on 5 September 2007)
Mr. Yu Yingquan (appointed on 15 March 2007)

Mr. Liu Xianggang (appointed on 5 September 2007)

Independent non-executive Directors

Ms. Dong Yanfeng (appointed on 5 September 2007)
Ms. Yu Shumin (appointed on 5 September 2007)

Mr. Cao Zenggong (appointed on 5 September 2007)
Mr. Yue Kwai Wa, Ken (appointed on 5 September 2007)

By virtue of Article 112 of the Company’s Articles of Association, the office of
all the above mentioned Directors will end at the forthcoming annual general
meeting. All the Directors, being eligible, will offer themselves for re-election.

INDEPENDENT NON-EXECUTIVE DIRECTORS’
CONFIRMATION
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The Company has received from each of the independent non-executive
Directors an annual confirmation of his independence pursuant to Rule 3.13
of The Rules Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”) and as at the date of this report still considers all of them to be
independent.
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DIRECTORS’ SERVICE CONTRACTS

ESRBESN

Executive Director

Each of the Executive Directors has entered into a service contract with the
Company for a term of three years commencing from 5 September 2007,
subject to termination by either party giving to the other not less than three
months’ advance written notice of termination.

Independent non-executive Directors

Each of the independent non-executive Directors has entered into an
appointment letter with the Company for his/her appointment as independent
non-executive Director for a term of two years commencing from 5
September, 2007, subject to termination by either party giving to the other not
less than three months’ advance written notice of termination.

As at 31 December 2007, none of the Directors proposed for re-election at
the forthcoming 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

HITES
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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
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Details of the emoluments of the Directors of the Company and the five
highest paid individuals of the Group during the year are set out in notes 11
and 12 to the consolidated financial statements.
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DIRECTORS’ AND CHIEF EXECUTIVFE’
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES OR DEBENTURES

OF THE COMPANY OR ITS ASSOCIATED
CORPORATIONS
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As at 31 December 2007, the interests and short positions of the Directors
and the chief executive of the Company in the shares, underlying shares or
debentures of the Company or any of its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (Chapter 571 of
the Laws of Hong Kong) (the “SFO”) as recorded in the register kept by the
Company pursuant to Section 352 of the SFO or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) contained in
the Listing Rules, were as follows: —

The Company/ Capacity/nature
Name of Director associated corporation of interest
BEsps ANE/BEE 5/ RERiHE
Mr. Tian Qixiang The Company Interest of a controlled
(“Mr. Tian”) VYN corporation
HERLE ([AEE]) Rt A B
Merry Boom Group Limited Beneficial owner
REEEBRAR EnfEA
Mr. Gao Shijun Merry Boom Group Limited Beneficial owner
StERE hEEEERAR EnfiAA
Mr. Yu Yingquan Merry Boom Group Limited Beneficial owner
THE2EE hEEEERAR EHEBA
Notes:
(1) The letter “L.” denotes the Directors’ long position in the shares of the Company or the

relevant associated corporation.

2) These Shares were held by Merry Boom Group Limited. Merry Boom Group Limited is
owned as to approximately 54.58% by Mr. Tian. Mr. Tian is deemed to be interested
in all the Shares held by Merry Boom Group Limited under the SFO.

Save as disclosed above, as at 31 December 2007, 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.

R-FBZLFE+_A=1+—H EFERARAEZTHA
BRAR RSB EREEE (E& LREEEDIE 7 EE
FREEGRE ([ExRREHRD])) ki - HERERO &
BT - BARREREF MR GIIF B2 FEARAFE
BB R AT AC s AR IE E AR AP H) L BT AT

FR S EREST A (MRETA ) ARTTAE AR B REBR
FreiEss SOR BT

Approximate

Number and class percentage

of securities held of shareholding

FEESHARES ERESNE D
(Note 1)
(FitzE1)

350,000,000 Shares (L)(Note 2) 66.99%
350,000,000 &A1 (L) (FiiE2)

131 ordinary shares of US$1 each (L) 54.58%
131 REREE 1 s T @R L

60 ordinary shares of US$1 each (L) 25.00%
60 RS ARE(E 1 ETr AR ()

1 ordinary share of US$1 each (L) 0.42%
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SHARE OPTION SCHEME

BT E

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

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

2. Eligible participants of the 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;
(9) 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 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 Scheme and any other share option scheme of
the Group) to be granted under the 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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SHARE OPTION SCHEME (Continued)

BT E (F)

4.

The total number of Shares issued and which may fall to be issued
upon the exercise of the options granted under the 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 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 Scheme
is determined by the directors of the Company, which period may
commence from the date of the offer for the grant of options is made,
but shall end in any event not later than 10 years from the date of the
offer for the grant of the option or the expiry date of the Scheme, if earlier,
subject to the provisions for early termination as stated in the 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 Directors
of the Company 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; (iij the average closing price of the
Shares as stated in the Stock Exchange” s daily quotations shests for
the five business days immediately preceding the date of grant; and (i)
the nominal value of the Shares.

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

As at 31 December 2007, no share options have been granted under the
Scheme of the Company.
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INTERESTS OF THE SUBSTANTIAL
SHAREHOLDERS IN SHARES AND UNDERLYING
SHARES OF THE COMPANY

FERRNA QAR RAEBE R 8
B

As at 31 December 2007, so far as is known to the Directors, the following
persons, other than a Director or chief executive of the Company, have an
interest or a short position in the shares or underlying shares of the Company
as recorded in the register required to be kept by the Company under section
336 of the SFO:

Capacity/nature
Name of shareholder of interest
REREE B RmtE
Merry Boom Group Limited Beneficial owner
TREIEEHRAF] EalEa A
Victory Investment China Group Limited Beneficial owner
EmEA A
Wang Rui Yun Interest in controlled corporation,

Victory Investment
China Group Limited

RIZBTLE+-HA=+—H BEFHA  BXRF
R E 75 M B S 16451 56 336 (R AN R RIZATF B W B ie i A
8 U AL (EFHARRAEZTHABRIN RARRF]
B AR I R S SOAR

Approximate

Number and class percentage
of securities of shareholding
HEESYE RER HRESANBE DL
(Note 1)
(BfF=E1)
350,000,000 (L) 66.99%
(Note 2)
(M3E2)
44,000,000 (L) 8.42%
44,000,000 (L) 8.42%

SR AERERS ¢ Victory Investment

China Group Limited

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

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

Debentures of the Company or its associated corporations” above.
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EEEHES

INTERESTS OF THE SUBSTANTIAL
SHAREHOLDERS IN SHARES AND UNDERLYING
SHARES OF THE COMPANY (Continued)

FERRNA QAR RAERE R 8
R ()

Save as disclosed above, as at 31 December 2007, other than the directors
and chief executive of the Company whose interests or short positions are set
out in the paragraph headed “ Directors’ and Chief Executive’ Interests and
Short Positions in Shares, Underlying Shares or Debentures of the Company
or its associated corporations” above, the Directors and the chief executive
of the Company were not aware of any person who had an interest or a short
position in the Shares, or underlying Shares of the Company which were
required to be recorded in the register kept by the Company pursuant to
section 336 of the SFO.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

BREXFREEIN R-FZELF+_A=1+—H0 K&
BIRBER EX [EFERERTRAEBRARBHEN
BOXE D - HRARMD REFT RS AR | BRI
AREEREBRITBRABI  EERARRITHRAEHL
HABEAALTRAR BB SARBRD R HEEREES R
HAE {6k f51 56 336 IR BREEBN AR AIF EM B e s 3k

YA
KA o

ESBARDHESFHER

Save as the 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.

DIRECTORS’ AND CONTROLLING
SHAREHOLDER'’S INTEREST IN CONTRACTS
OF SIGNIFICANCE AND CONNECTED
TRANSACTIONS

B EXARRZEAEEESN  REAERKHAR
A~ HIEAA ] - KB A RSkE RHE AR MES AT
AEMNRRET—ERNASTEEATEBALRR LI
HAAANBBOD REFMERMZHE -

EERERBRRRERGHRBERS
YRR

Steam Provision Contract

The Group operates its own co-generation power plant which generates
the steam and electricity needed both for the Group’s production and sales
to third parties. On 1 September 2006, |URZ X EfLE EARKMAEERAA
(Shandong Shouguang Juneng Golden Corn Development Co., Ltd) (“‘Golden
Corn”), the Company’s subsidiary, entered into a steam provision contract
(the “Steam Provision Contract”) with |13 55 B fEFFill45 FR 2 7] (Shandong
Shouguang Juneng Special Steel Co., Ltd) (“Juneng Special Steel”) for
the provision of steam to Juneng Special Steel at the relevant prevailing
charge rate prescribed by the Commodity Pricing Bureau of Shouguang
City (“Shouguang CPB”) from time to time. The pricing term is subject to
adjustment in the event that there are changes in the prevailing charge rates
for the provision of steam as prescribed by Shouguang CPB.
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DIRECTORS’ AND CONTROLLING
SHAREHOLDER'’S INTEREST IN CONTRACTS
OF SIGNIFICANCE AND CONNECTED
TRANSACTIONS (CONTINUED)

EERERBRRRERGHRBERS
P EYHEm ()

Steam Provision Contract (continued)

Juneng Special Steel is owned as to 59% by Juneng Holding Group, which
is in turn 55% owned by Mr. Tian (who is a director of the Company and a
controlling shareholder of the Company) and 5% owned by Mr. Yu Yingquan
(who is a director of the Company). As Juneng Special Steel is a subsidiary of
Juneng Holding Group which is an associate of Mr. Tian, Juneng Special Steel
is a connected person of the Company for the purpose of Chapter 14A of the
Listing Rules.

The sales of steam to Juneng Special Steel contemplated under the
Steam Provision Contract constitute continuing connected transaction of
the Company under Rule 14A.14 of the Listing Rules. A waiver from strict
compliance with the announcement and independent shareholders’ approval
requirements respecting the sales of steam to Juneng Special Steel as
contemplated under the Steam Provision Contract was granted by the
Stock Exchange and as such, the sales of steam to Juneng Special Steel as
contemplated under the Steam Provision Contract is subject to the reporting
requirement set out in Rule 14A.45 to 14A.46 of the Listing Rules with an
annual cap of RMB70,000,000 and RMB70,000,000 respectively (exclusive of
tax paid by Juneng Special Steel to Golden Corn for onward payment to the
relevant tax authority in the People’s Republic of China (“PRC”) for each of the
two year ending 31 December 2008.

The independent non-executive Directors of the Company have reviewed the
continuing connected transaction contemplated under the Steam Provision
Contract and confirmed that it has been entered into:

(1) inthe ordinary and usual course of business of the Group;

(2)  on normal commercial terms or terms no less favourable to the Group
than terms available to independent third parties; and

(8) inaccordance with the Steam Provision Contract on terms that are fair

and reasonable and in the interests of the shareholders of the Company
as a whole.

46

FVHESH (K)

Efeirillh B Re R BB 69% st » B RLIEREE
MALLE(RARRRIESE MAR AR ) YR 55% HEx
MR TR2RE(BARRES)HHE L% & - ARERE
Rl mEREREE (BHELENBZEAL)OHBAR
FUARE ETRRE 14AE - EREFHlRARRIRREA
4

BIR EMARAE14A 1415 - BB THES OB ERE
Bl SH S 2K TB A R BRI RFERER S - BRE R
BT BESNTE M BRI E X AMAR AR A&
RESFAERBIYRFEIERTE - MBULRERZR AHES
BT M E R F S SR RAET L ThRAIE 140455
14A4BIEFTHMBRRTE BE_ETN\F+__A=1+—
HIEREFESFHFEE LR 55 A AR 70,000,0007T
K& AR 70,000,000 7t (N2 35 E g RF#l A & FAKSZAT
HEffhE AREME ([FE]) BEFREITPINER)

ARRBYHFTEFDEMRER TR A 1T
MREBERS - LWRAE -

(1) REENBEERESEBKBIEZNEIL

@ B REERERRTERBILE=7HETAEED
VA

@) BEFAHEANEATEERFTAEARKRE



China Starch Holdings Limited Annual Report 2007 FEIRBZEREMRAE —TTLFFHR

Report of the Directors

EEEHES

DIRECTORS’ AND CONTROLLING
SHAREHOLDER'’S INTEREST IN CONTRACTS
OF SIGNIFICANCE AND CONNECTED
TRANSACTIONS (CONTINUED)

EERERBRRRERGHRBERS
P EYEm (4F)

Steam Provision Contract (continued)

The sales of steam to Juneng Special Steel for the year was approximately
RMB60,456,000 (2006: RMB11,556,000).

The transaction amount in respect of the continuing connected transaction
contemplated under the Steam Provision Contract during the year under
reviewed has not exceeded the annual cap.

The Company has also received a letter from the auditors in respect of the
continuing connected transaction contemplated under the Steam Provision
Contract confirming that:

(1)  the transaction has received the approval of the Company’s board of
Directors;

(2)  has been entered into in accordance with the Steam Provision
Contract; and

(8)  has not exceed the annual cap disclosed in the Prospectus.

Manpower Provision Agreement

Prior to the listing of the Company’s shares on the Main Board of the Stock
Exchange, Juneng Holding Group had been providing staff provision service
to the Group. On 5 September 2007, Golden Corn entered into a manpower
provision agreement (“Manpower Provision Agreement”) with Juneng Holding
Group for the provision of staff service by Juneng Holding Group to Golden
Corn. The Manpower Provision Agreement is subsisting as at the date of
this report. The terms of the Manpower Provision Agreement is for a period
commencing from 5 September 2007 and ending on 31 December 2008.
According to the Manpower Provision Agreement, Golden Corn shall pay
to Juneng Holding Group, for each staff provided, a fixed monthly rate
determined with reference to the average monthly salary of staff of Golden
Corn engaged in similar functions. The monthly fee payable for each staff
provided can be adjusted subject to the written consents by both parties to
the Manpower Provision Agreement but shall, in any event, not exceed the
average monthly salary of staff of Golden Corn engaged in similar functions or
fees chargeable by independent third parties providing similar services.

ZFVHESH (K)

AN Z 1A B e R 8 5 2K A BUEE A A A KK 60,456,000
T (ZEERF : AR 11,556,0007T) °

REEFER - BRERBZIHES OBRFHETTHRER
ERZHRZ A BBEBFE LR o

ARAB I E ZBEN R RBE VRIS NTRFHE TR A
FRER HE MR - EHHER -

(1) XRHEESARREETSORE

@ CRERAIHEESWEIL &

@) YEBEBREEMEENFELR -
AN

RARBIRMDERZAAER LA - BatZEREE—ER
AEERKBTHERS R_ZTLFNLARR X
REEEEREEEREERER RS E KRR TRS
MmaI AN (AN EERZE D - ADER®
RAHREBRNBR - ANBEHZOHRAE_FTLF
NARBRBREZTENF+_A=F+—HiE - REANH
B - EEARERERERERSBETIXNEEEAE
KW Hh2ELIR2EBLBENE T VY AFME
- BNEEISABRAAEANHERRNETNE
ERE TELFEE - BERNANSEBIE SRS
& FK B TH)TI9 A s B 5 = 77 shRAR AR P A
EH -

47



China Starch Holdings Limited Annual Report 2007 FEIRBZEREMRAE —TTLFFHR

Report of the Directors

EEEHES

DIRECTORS’ AND CONTROLLING

EERERBRRRERGHRBERS

SHAREHOLDER’S INTEREST IN CONTRACTS PR ()
OF SIGNIFICANCE AND CONNECTED

TRANSACTIONS (CONTINUED)

Manpower Provision Agreement (continued) AN RER = ()

Juneng Holding Group is 55% owned by Mr. Tian (who is a director of the
Company and a controlling shareholder of the Company) and 5% owned by
Mr. Yu Yingquan (who is a director of the Company). Juneng Holding Group
is a connected person of the Company for the purpose of Chapter 14A of
the Listing Rules. The Manpower Provision Agreement constitutes continuing
connected transaction of the Company under Rule 14A.14 of the Listing Rules
and is subject to the reporting and announcement requirements but exempted
from the independent shareholders’ approval requirements. The annual cap
proposed for the Manpower Provision Agreement in respect of each of the two
years ending 31 December 2008 is RMB8,000,000 and RMB7,000,000.

The independent non-executive Directors of the Company have reviewed
the continuing connected transaction contemplated under the Manpower
Provision Agreement and confirmed that it has been entered into:

(1) on normal commercial terms or terms no less favourable to the Group
than terms available from independent third parties; and

(2)  in accordance with the Manpower Provision Agreement on terms that are
fair and reasonable and in the interests of the shareholders of the Company
as a whole.

The salary paid to Juneng Holding Group for the year was approximately
RMB6,950,000 (2006: RMB14,844,000).

The transaction amount in respect of the continuing connected transaction
contemplated under the Manpower Provision Agreement during the year
under reviewed has not exceeded the annual cap.

The Company has also received a letter from the auditors in respect of
the continuing connected transaction contemplated under the Manpower
Provision Agreement confirming that:

(1) the transaction has received the approval of the Company’s board of
Directors;

(2)  has been entered into in accordance with the Manpower Provision
Agreement; and

(8)  has not exceed the annual cap disclosed in the Prospectus.
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DIRECTORS’ AND CONTROLLING

EERERBRRRERGHRBERS

SHAREHOLDER’S INTEREST IN CONTRACTS PR ()
OF SIGNIFICANCE AND CONNECTED

TRANSACTIONS (CONTINUED)

Manpower Provision Agreement (continued) AN HRER = ()

The Company has complied with the disclosure requirements in accordance
with Chapter 14A of the Listing Rules as applicable to the Manpower Provision
Agreement.

Other than as disclosed above, no contract of significance, to which the Company,
any of its holding companies, subsidiaries or fellow subsidiaries was a party and
in which a Director of the Company had a material interest, whether directly or
indirectly, subsisted at the end of or at any time during the year, nor had there
been any contract of significance entered into between the Group and a controlling
shareholder of the Company during the year ended 31 December 2007.

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

RARIEET AN IEREE
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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 2007.

COMPETING INTERESTS

RBE-ZTLF+_A=+—HIEFEA  ARFHE

AANBARRAEE - HESWEARFN LHRS -
B

As at the date of this report, Juneng Holding Group, an investment holding
company established in the PRC, was 55% owned by Mr. Tian (who is a
Director and a controlling shareholder of the Company) and accordingly is an
associate of Mr. Tian for the purpose of the Listing Rules. As at the date of
this report, Juneng Holding Group was interested in approximately 33% of
the equity interest of |1 FR &% E gEZVE 3R AR A & (Shandong Shouguang
Juneng Heat and Electricity Development Co., Ltd.) (“Juneng Heat and
Electricity Development”), a company established in the PRC and is principally
engaged in the provision of electricity to the provincial power grid of Shandong
Province. Each of Juneng Holding Group and Juneng Heat and Electricity
Development has given an irrevocable non-competition undertaking in favour
of the Company. For further details, please refer to the paragraph headed
“Competing business of controlling shareholders” under the section headed
“Business” in the Prospectus.

Save as disclosed above, as at 31 December 2007, in so far as the Directors
were aware, none of the Directors or their respective associates had any
interest in a business apart from the Group’s businesses that competed or
was likely to compete, either directly or indirectly, with the businesses of the
Group.
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AREH TR A - BRE— S5 F2HERRER
W] — 6 ERRERAFFERS ] — & -

BrREXFBEEEN  RZFTTLF+-A=+—0 BE
EHA BRESAFESSENBRBATERARREES
B R ER B BB T R R (AR BRI
hEE s -
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Report of the Directors

EEEHES

PRE-EMPTIVE RIGHTS

BRBEERE

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

POST BALANCE SHEET EVENTS

ARRNARERLAHASHS AP ESINBEBEALRA
R PIEERRARRBEENRONELBEREG -

HERRKREE

Details of significant post balance sheet events are set out in note 38 to the
financial statements.

PUBLIC FLOAT

BREAGE B REANFIBHNMERKMESS

ARPFRE

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

REARRARAANEREREEFMA - RAHRE A
B ARAR ETRAREEF T ORART D EITEN
B 25% K R AR THFAE o

Y- RN
e B /A

The Directors are of the opinion that the Company has complied with the code
provisions set out in the Code on Corporate Governance Practices contained
in Appendix 14 to the Listing Rules since the listing of the Shares on the Main
Board of the Stock Exchange on 27 September 2007.

The Company’s corporate governance practices are set out in the Corporate
Governance Report on pages 20 to 30 of this annual report.

AUDITORS

EEZRR  ARREROMR =TT +FNA- T HER
RATERETIAR - —EE T EMRAMER 14 BEER
FAR ST RURTELAY ST RIGRSC ©

BB

Deloitte Touche Tohmatsu Certified Public Accountants were appointed
as the auditors of the Company for the year ended 31 December 2007.
The financial statements for the year ended 31 December 2007 have been
audited by Deloitte Touche Tohmatsu Certified Public Accountants who retire
and, being eligible, offer themselves for reappointment. A resolution will be
proposed at the forthcoming annual general meeting of the Company for the
re-appointment of Deloitte Touche Tohmatsu Certified Public Accountants as
auditors of the Company.

On behalf of the Board

Tian Qixiang
Chairman

Hong Kong
16 April 2008
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Independent Auditor’s Report
BYZBEIHRES

Deloitte.
o)

TO THE MEMBERS OF CHINA STARCH HOLDINGS LIMITED
(incorporated in Cayman Islands with limited liability)

We have audited the consolidated financial statements of China Starch
Holdings Limited (the “Company”) and its subsidiaries (collectively referred
to as the “Group”) set out on pages 53 to 118, which comprise the
consolidated balance sheet as at 31 December 2007, and the consolidated
income statement, the consolidated statement of changes in equity and the
consolidated cash flow statement for the year then ended, and a summary of
significant accounting policies and other explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

BHERDZERERATDZEIRR
(RESHSEMA L BERAF])

RSN (VAT RS RS AP ) B BRSNS E 53 =118 Ep
BBRMIERARLAR([ERR ) REMBAR (SEEE
B ) HEGEeMBRE BN 2T tF+—_A=1T—H
MEREBEERER  REEZA LFENGFSBRARE
FARGREHRNGEARERNER  URTESTHRM
2 N H AP AR o

EERGEMBBRRARENER

The directors of the Company are responsible for the preparation and the true
and fair presentation of these consolidated financial statements 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. This responsibility includes designing,
implementing and maintaining internal control relevant to the preparation and
the true and fair presentation of the consolidated financial statements that are
free from material misstatement, whether due to fraud or error; selecting and
applying appropriate accounting policies; and making accounting estimates
that are reasonable in the circumstances.

AUDITOR’S RESPONSIBILITY

EAREFARRRETSRHAASRAOEEHEE
EERIREE DA ROINHB R FURAE AT 5]
HESHAMBRE  ERCRERT  BRRAERE
W RAET ATHTIREG AU REAARO A - b
R AN RE T RN SR TIEBOEA S
Wil REBREAEEOEHIE  REHR T LA R
R

\:

BEENEE

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 as to whether the
consolidated financial statements are free from material misstatement.

BANEEERERMNEREZSGEMBHRRIELE
R MERRREL®RSE - MR AEEWRR - HFIH
TRARENATE TAEMALTE ESFEERE - HAF
EREEESHMAGRMNTBETENETER - &
LEERIRSKE MG TBERE YR MBITER - U
BHEE ISR A BRI L NEH EMEAMERERL -
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Independent Auditor’s Report
BYZEEHRES

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 and
true and fair presentation of the consolidated financial statements 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

BROS MTIE FF A EUE BAfR & I TSR P 2 58 S 3
BEMMBELERRE o FTETEMNIEFBURN R ERAM a9 2B -
BEMHMEAREFRERMEBRA M BERRTFRENSE
RERRER - EHEZERRE - Z2EEBEZ AR
REL AR A TFHF R A MBS RRAEA R ERES] -
VARRETIEE B ZIR T - B IE RS A B0 P36 il B AR
ERXER - BRI EANTEEFMRANSHBRNS
BIENFER SRS R - ARFHERS M 5HR
KRBT

HEE - BPIPESHEZER SR EMEE AT
MBI E IR AR -

=R

In our opinion, the consolidated financial statements give a true and fair
view of the state of affairs of the Group as at 31 December 2007 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.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong, 16 April 2008
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Consolidated Income Statement

S A b 3
:%51‘ (=] q&ﬁ%‘%

For the year ended 31 December 2007
HE_ZTtF+-_A=1+—HILFE

Year ended 31 December

BE+T-A=1+—HLFE

Notes 2007 2006

Mo5E —EELF ZETREF

RMB'000 RMB'000

ARET T AREETIT

Turnover - 5 1,349,962 1,031,506

Cost of goods sold SHERAR (1,084,677) (836,267)

Gross profit EF 265,285 195,239

Other income Heblg A 6 31,695 10,631

Interest income FEUA 7 8,756 4,632

Distribution expenses DIHEA (40,976) (31,944)

Administrative expenses THEA (37,985) (25,568)

Finance costs A& AR 8 (20,495) (16,359)

Share of result of an associate il NCIE (2,375) (3,475)

Profit before taxation IR 9 203,905 133,156

Taxation IR 10 (185) (18,766)

Profit for the year INEEFHE 203,720 114,390
Attributable to: LA B IR FEAG -

Equity holders of the Company RARE=RFEA 203,720 66,574

Minority interests DERARER e 2 - 47,816

203,720 114,390

Dividends recognised as distribution RO IR ERAAR S 13 70,794 108,000
Attributable to: AT B IARELS -

Equity holders of the Company RARE=RFEA 70,794 58,950

Minority interests DEAR R - 49,050

70,794 108,000

Earnings per share — basic (RMB) HRAEF -ERX(ARE) 14 0.6256 0.2536
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Consolidated Balance Sheet

SEEERER

As at 31 December 2007
RZZEZLF+=A=+—H

Non-current assets
Property, plant and equipment
Prepaid lease payments
Interests in an associate
Deferred tax assets

Current assets
Inventories
Prepaid lease payments
Trade and other receivables
Amounts due from related companies
Pledged bank deposits
Bank balances and cash

Current liabilities

Trade and other payables

Amount due to a related company

Dividend payable

Income tax payable

Employee housing deposits
Basic deposit portion
Installment portion

Borrowings

Net current assets

Total assets less current liabilities

54

FRBEE

M - BB RRE
BENEER
NN EEs
ERRBEE

RBEE

&

BNEER

B 5 R E MUK
PN BB R R FOR
EHERIRITER
RITEBRERE

nREBEE
85 MEMmENK
PN RS R R IR
e
PR PT1S 7R
BETFRERES
ERNRES D
o BRER D
1ji

o
EEN

REEEFE

REERRBRE

Notes

:

15
16
17
26

18
16
19
20
21
21

22
23

24
24
25

At 31 December

Rt+t=RA=+—H
2007 2006
—EBLHF “TTRE
RMB'000 RMB'000
AR¥FT AREET T
425,518 433,876
28,190 35,099
29,643 21,875
1,183 1,368
484,534 492,218
117,695 115,916
819 941
144,559 138,352
230 2,000
2,000 37,500
362,648 55,976
627,951 350,684
133,260 99,637
- 14,265
- 78,500
11,379 19,881
26,846 27,292
3,857 4,153
92,885 101,608
268,227 345,236
359,724 5,448
844,258 497,666
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Consolidated Balance Sheet

SEEERER

As at 31 December 2007
RZZEZLF+=A=+—H

Non-current liabilities EREBEE

Employee housing deposits BTIREERZS
Installment portion DB RER

Borrowings fER
Deferred income TEFEPIA

Net assets EEFRE

Capital and reserves BEARRHE
Share capital &
Reserves ]
Retained earnings BIF AR

Total equity AR

The financial statements on pages 53 to 118 were approved and authorised
for issue by the Board of Directors on 16 April 2008 and are signed on its
behalf by:

Tian Qixiang
HER
Director

EZ

Notes

f

24
25
27

28

At 31 December

R+t=—A=+—H”

2007 2006
—EELE —EERF
RMB’000 RMB’000
ARETT AREETTT

15,409 18,356

19,085 283,394

17,423 12,131

51,917 313,881
792,341 183,785
50,477 151
596,362 149,317
145,502 34,317
792,341 183,785

HNRESSE 18 HEMYBRENR_ZEZNFNA+ B
sESLERRERG > YR TIESARES

Yu Yingquan
T2
Director

EF
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Consolidated Statements of Changes in Equity

II‘/_\ é *E ﬁ_:é

BBE

For the Year ended 31 December 2007

HE_ZZtF+_A=1+—HIFE
Minority
Attributable to equity holders of the Company interests Total
SRR
ARTRBRAAELS i At
Share  Paid-in  Special  Capital Statutory Retained
capital  capital  reserve  reserve  reserve profits Total
RE BAER  RHRE EREE LERE  BRNE &t
Notei
iz
RMB'000 RMB'O00 RMB'000 RVMB'000 RMB'000 RMB'000 RMB000 RMB'000  RMB'000
ARETT ARETL ARETL ARETT ARETT ARETT ARETT ARETL ARETR
At 1 January 2006 R=-EFE-f-H - 65500 - 406% 12916 45001 164,111 136,852 300,663
Profi for the year and total recognised AEEHBRAFEE AN R A
income and expense for the year - - - - - 66574 66674 47816 114390
Dividend ke - - - - - GBS0 (B0 (49050 (108000
Issuie of shares upon incorporation AR ERTRD - 2 - - - - 2 - 2
Elmination of minortty nterest capital upon SESARNR AhRER
the group reorganisation - - 135318 - - - 13318 (135319 -
Elmination of the then paic-in capital upon SESARARERNAAELR
the group reorganisation - (655000  (74,500) - - - (140,000) - (140,000)
Exchange of shares upon the group SEEARMRNRE
reorganisation 151 @ (149) - - - - - -
Contribution arising rom interest free loan RERREEEFMTE
from shareholder - - - 16730 - - 16730 - 16730
Transfer to statutory reserves EYNiva - - - - 18308 (18308) - - -
At 31 December 2006 RZFEAET-R=1-A 151 - 60669 o744 31224 34317 183,785 - 183785
Profit for the year and total recognised REEHERAFEEBANARF S 28
income and expense for the year - - - - - 208720 203,720 - 208720
Dividends recognised as distribution ERADRARE - - - - - (10794 (70,794) - (10794
Issuie of shares upon loan capitalisation EHEMAEEIRA
(Note ) (FzEi) 48 - - 1534 - - 1531 - 1537
Issue of share upon capitalisation (Notei) B AR (Hzki) 33,589 - [33589) - - - - - -
Issue of share upon the global offering AREEREARG 16,689 - - 33813 - - 370502 - 370502
Transaction costs attributable toissue of shares — EARAEERZRA - - - 0244 - - 024 - 0244
Transfer to statutory resenves (Note i) 2 \EEEE () - - - - @) - - -
At 31 December 2007 RERLErA=T-H 50417 - 27080 516317 52965 145502 792,341 - 7934
Notes: Kt

56

Special reserve of the China Starch Holdings Limited (the “Company”) and its
subsidiaries (the “Group”) represents (i) the difference between the nominal value
of the share capital and share premium issued by the Company and the aggregate
of the share capital and share premium of the subsidiaries acquired upon the
group reorganisation (“Group Reorganisation”); and (i) 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.

The issue of shares upon loan capitalisation represents the issue of 500,000 shares
of HK$0.1 each to Merry Boom Group Limited (“Merry Boom”) at an aggregate
subscription price of an amount equal to loan due by the Company to Merry Boom
pursuant to shareholders’ resolution dated 5 September 2007.

The issue of shares upon capitalisation represents the issue of 348,000,000 shares
of HK$0.1 each upon the special reserve amount of the Company pursuant to the
shareholders’ resolution dated 5 September 2007.

TEBRBERERAR(ARE]) REMHBAR(AEE])
FrplfFfEsE () EEEE ((REER ) RARR B HTRAR
fse st (B (B AN UK R S B A ] RO AR A B R i (B AR (B 2 PRI RO 2=
£ R (i) EERHBARSIEERIE AR 2 M E R TH
REFFEEMBRARNEMEAZHNER o

BERENMEBBETHRMIERGREEGRAR ([RH]) %7
500,000 iR FAREI(E 0.1 BITHIR Y - RIERBEMNSEEER
AARIBIEAHAZSTLFAARANREABERLIERE
FEEEE -

BEABETORGIEREEHASTLFNAABNRE
R SRR A R R & E 31T 348,000,000 IR B AR EI(E 0.1
FETCHIRR ©
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Consolidated Statements of Changes in Equity

mERREER
For the Year ended 31 December 2007
BE-FTLE+-A=t-ALFE

As stipulated by the relevant laws in the People’s Republic of China (“PRC”), the
subsidiary registered in the PRC is required to maintain statutory surplus reserve fund
which are non distributable.

Appropriations to such reserves are made out of net profit after taxation as reported in
the tax return submitted to the local tax bureau of the Company while the amounts and
allocation basis are decided by its board of directors annually. The statutory surplus
reserve fund can be used to make up prior year losses, if any, and can be applied in
conversion into capital by means of capitalisation issue.

During the year, the allocation of statutory surplus reserve fund is based on 10% of net
profit after taxation as reported in the tax return submitted to the local tax bureau.

AANFREE A RSN ([ B ) eOERDEEARTE - £ BREM A
B R BBARL NS IRAEE BB ATES

R SRR RGN A B[R0 THT5 B IR A RO AT 2 3]
MBHRENRERL MEERIRERIMESSSFE
E e RERBRAEE R BNBEBEFEER(HE)  LrE
BEMEBETERES -

FR - OAEBRBRATES DR R BIRZAOME T2
FREVERBLZ ALY 10% D EC
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Consolidated Cash Flow Statement

> A o~ — &
GERERER
For the Year ended 31 December 2007
HE_TTLFE+_F=+—HIFE

Operating activities
Profit before taxation
Adjustments for:
Interest income
Finance costs
Share of result of an associate
Depreciation of property, plant, equipment
Realised gain arising on injecting property, plant,
equipment and land use right as capital
to an associate
Loss on disposal of property,
plant and equipment
Gain on sales of leasehold land
Amortisation of prepaid lease payments
Amortisation of staff quarter rental income and
steam connection income
Net foreign exchange loss

Operating cash flows before movements
in working capital

Increase in deferred income attributable
to steam connection

Increase in inventories

Increase in trade and
other receivables

Increase (decrease) in trade and
other payables

Cash generated from operations
Income taxes paid

Net cash from operating activities

58

REEH
BRI AT A E
BHRENTIEAR :
FEBA
e NIE S

EH—RBEAREANE -
R R R AR RS

REEMSER K
HEME - BiE KR
HETE
HERE TR
RN E R B iH
BETIFEEHESRAR
EVRB A
ERERFER

HEESHRES M
KEREME

EAERERETRA
opein

FEEM

B 5 RE MR
&

B 5 R E M EATR
#IMCEL)

REELNRS
EHMEN

LR PTE AR & F R

At 31 December

R+=—A=+—H
2007 2006
- o3 —TTRE
RMB'000 RMB'000
ARET T AREFTT
203,905 133,156
(8,756) (4,632)
20,495 16,359
2,375 3,475
46,429 43,948
(430) (431)
970 266
(24,402) =
939 949
(1,978) (1,843)
2,237 =
241,784 191,247
7,270 1,226
(1,780) (34,443)
(5,184) (33,279)
30,033 (30,622)
272,123 94,129
(8,502) (9,531)
263,621 84,598
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Consolidated Cash Flow Statement

> A o~ — &
GERERER
For the Year ended 31 December 2007
HE_TTLFE+_F=+—HIFE

Investing activities
Interest received
Purchases of property, plant and equipment
Proceeds on disposal of property,

plant and equipment
Proceeds on disposal of leasehold land
Repayment from related companies
Investment in an associate
Decrease in pledged bank deposits

Net cash from investing activities

Financing activities
Interest paid
Dividends paid
Proceeds from issue of shares
Expense on issue of shares
Proceeds from borrowings
Repayments of borrowings
(Decrease) increase in employee housing deposits
Advance from (Repayment to) a related company
Prepayment made to shareholders
upon the group reorganisation

Net cash from financing activities
Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents at the beginning
of the year

Effect of foreign exchange rate changes
Cash and cash equivalents at the end of

the year represented by bank balances
and cash

At 31 December

B+=A=+—H
2007 2006
“EEtHE —ZTTHF
RMB’000 RMB’000
ARMT T AREETIT
REEH
BHFIE 8,756 4,632
EEVE  BEREE (26,374) (26,608)
HEME - BRE RZBEFER
211 615
HERE T HATER 15,294 =
BELNEER 1,770 38,891
R—FKEERAIRE (9,713) =
BEARITERRD 35,500 30,185
REEDEENE TR 25,444 47,715
BERFIE (13,477) (14,769)
BRE (144,474) (25,271)
BITRMFTS R 370,502 =
BIIRHONER (20,244) -
EEMER 182,000 587,590
EEEE (331,388) (572,000)
SIRERZS (OR)EM (4,599) 19,918
—MEER BT (EF) (13,342) 14,265
SEEABRRRSN
BFERT K - (140,000)
MEEBEENREFHE 24,978 (130,267)
He RFSFELN(RD) FEE 314,043 2,046
FUMBRE KRS EEY
55,976 53,930
REGMNTE (7,371) =
FROBEE RESEFEY
(ASRITHBR B LTIR)
362,648 55,976
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Notes to the Consolidated Financial Statements

e MR MR

For the year ended 31 December 2007

HE

—EFELF A= BLERE

GROUP RESTRUCTURING AND BASIS
OF PRESENTATION OF CONSOLIDATED
FINANCIAL STATEMENTS

SEEANGENBRRZERELE

60

The Company was incorporated in Cayman Islands under the Cayman
Islands Companies Law as an exempted company with limited liability
on 29 November 2006 and its shares have been listed on the Main
Board of the The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) with effect from 27 September 2007. Its ultimate holding
company is Merry Boom (incorporated in British Virgin Islands). The
address of the registered office and principal place of business of the
Company are disclosed in the corporate information to the annual
report.

Pursuant to the Group Reorganisation to rationalise the structure of
the Group in preparation for the listing of the Company’s shares on
the Stock Exchange, the Company became the holding company of
the Group on 15 December 2006. Details of the Group Reorganisation
were set out in the prospectus issued by the Company dated 12
September 2007 (“Prospectus”).

The consolidated financial statements are prepared as if the group
structure as at the date of Group Reorganisation had been in existence
throughout the year ended 31 December 20086, or since the respective
dates of incorporation of establishment of the companies comprising
the Group where this is a shorter period, using the principles of
merger accounting in accordance with Accounting Guideline 5 Merger
Accounting for Common Control Combinations issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA”) with the
details of the accounting policy as set out in note 3. The financial
statements have taken into account the effective interest in LIRSt
E e T AKBFIZEAPR A Al (Shandong Shouguang Juneng Golden Corn
Development Co., Ltd.) (“Golden Corn”) held by Mr. Tian Qixiang (“Mr.
Tian”) prior to the Group Reorganisation and by Sourcestar Worldwide
Inc. (“Sourcestar”) upon Group Reorganisation.

The consolidated financial statements are presented in Renminbi
(“RMB”), which is the same as the functional currency of the Group.

The principal activities of the Group are the manufacture and sale of
cornstarch, lysine and its related products and generation and sales of
electricity and steam.

ARARRR_ZERF+-—A-_tLARBERASH
BRARAFEREHEEMAINERRERIRF
HEEMEA _TZTLFNAA-TELAEREEHRS
RBAERAR ([BRAT]) ERET - HERE&ZR
RAREE(NEBEBRESEMMKIL) - NRF]
AL S ER M HE I = B R B TN F R A R B
—EAP R -

REBARRRMDERRM LT - AKECETE
ERBAKRESENKESEAE Bt AR
EERF+_ATHRRARARENEZERAR - F
AEBSEANFEHIRARBAR _FFTLF LA
T AR AERER ((HBRER]) -

RAEMBRERTIBREBEEESMAS ([EHSEED
NE ) BHEREEE5| B55 6 2 HEREFI A FA
ABHERDE - LAHEFHERAIGE (SFTBURMEE
BENMIEES) - B AREE R EREE SRR B
EHE-EERE+-_A=+—HIFEEHALE
BEEKE QRS AWM B (AREE A%E)
B—EHFE - MEHRERE RBABEFEE((HE
& DA B S AT AT A & B Sourcestar Worldwide
Inc. ([Sourcestar|) REBEERB R ILRFZ L ERE
SRRAFFRAR([£ K] HERER -

HAMBHRRIAARE(TARE D IIE - AR
TRRASEENINESH -

AEBENTIEXRBRBEREE T RY - BRk
NEMERER  UWRAEERBEENRET -
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Notes to the Consolidated Financial Statements

e MR MR

For the year ended 31 December 2007
HE_ZTtF+-_A=1+—HILFE

2. APPLICATION OF NEW AND REVISED HONG 2. AT RIETHE B EHRELEL|
KONG FINANCIAL REPORTING STANDARDS

The Group, in the current year, has applied all of new and revised AEERAFEERAMARBEB S A HE
Standards and Interpretations (hereinafter collectively referred to MR —ZZ+F— A — H R8BS a3
as “new HKFRSs”) issued by the HKICPA that are effective for the I RIEFTERI R 2R AT ERA [FTEAN KRS
financial periods beginning on 1 January 2007. The adoption of the new AERI]) o TN B BB IME LR - WELAREE
HKFRSs had no material effect on how the results and financial position MR RSB T 25T HAR A 248 KT AR B0 4R 1l K2
for the current or prior accounting periods have been prepared and EMAREEERATE o

presented.

The Group has not early applied the following new and revised REBEWARERA THRGEE B EE BMHEE R
standards or interpretations that have been issued but are not yet A RBIFETR] RS RT Ak 72 R o

effective at the balance sheet date.

HKAS 1 (Revised) Presentation of Financial Statements* BEEHENE 1% (B3] HBRRMZR

HKAS 23 (Revised) Borrowing Costs* BB EFIERF 2355 (B3]) %N

HKAS 27 (Revised) Consolidated and Separate Financial BBEIERIE 275 (13]) A RBIHRRS
Statements®

HKFRS 2 (Amendment)  Vesting Conditions and Cancellations* BRNBREENE 2R (BIIA) BBEHRE

HKFRS 3 (Revised) Business Combinations® BRNBREENEIR(BT)  EHaHS

HKFRS 8 Operating Segments* BAYBREEAZLH mense

HK (IFRIC)-INT 11 HKFRS 2: Group and Treasury Share B (BRI B R EER EANBREEAZE 2R -SBR
Transactions' REZEE)-ABENR EFRHRS

HK (IFRIC)-INT 12 Service Concession Arranagements? B (BRa R £ B TER

AEZEE)-ARE12%
K (IFRIC)-INT 13 Customer Loyalty Programmes® B (BRI RS LR EP B
REZEE)-ARE1H
K (IFRIC)-INT 14 HKAS 19-The Limit on a Defined Benefit 5 (EpRetRsEs BAGIEAE19% - REFRE

Asset, Minimum Funding Requirements RERE")-REF14R ENR  REE2E AR
and their Interaction? R

1. Effective for annual periods beginning on or after 1 March 2007 T RZETLF= A ARmERBREE B ER

2. Effective for annual periods beginning on or after 1 January 2008 2 R-TBENF—H—AKMERBNEE R AR

3. Effective for annual periods beginning on or after 1 July 2008 3 R-ZET)N\E+A—BMERBNEE SRR

4 Effective for annual periods beginning on or after 1 January 2009 4 RIZZETNF— A —HWERRRNEE BR AR

5 Effective for annual periods beginning on or after 1 July 2009 5 R-TTNEFE+A— BT FEIRRNEE B A

The directors of the Company (the “Directors”) anticipate that the $"‘7§$((§$J)iﬁﬁﬂ ' FERZE R 2R

application of these standards or interpretations will have no material SUHAREENEELTBERAEESEATE -

impact on the results and the financial position of the Group.
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The consolidated financial statements have been prepared on the
historical cost basis except for employee housing deposits, which were
being adjusted to fair value at initial recognition.

The consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards issued by
the HKICPA. In addition, the consolidated financial statements include
applicable disclosures required by the Rules Governing the Listing of
Securities on the Stock Exchange and by the Hong Kong Companies
Ordinance.

Basis of consolidation

The consolidated financial statements incorporated the financial
statements of the Company and entities controlled by the Company (its
subsidiaries). Control is achieved where the Company has the power to
govern the financial and operating policies of an entity so as to obtain
benefits from its activities.

Where necessary, adjustments are made to the financial statements of
subsidiaries to bring their accounting policies into line with those used
by other members of the Group.

All significant intra-group transactions, balances, income and expenses
are eliminated on consolidation.

Merger accounting for business combination under common
control

The consolidated financial statements incorporate the financial
statement items of the combining business in which the common
control combination occurs as if they had been combined from the date
when the combining businesses first came under the control of the
controlling party.

The net assets of the combining businesses are consolidated using the
existing book values from the controlling parties’ perspective. No amount
is recognised in respect of goodwill or excess of acquirer’s interest in the
net fair value of acquiree’s identifiable assets, liabilities and contingent
liabilites over cost at the time of common control combination, to the
extent of the continuation of the controlling party’s interest.

The consolidated income statement includes the results of each of the
combining businesses from the earliest date presented or since the
date when the combining businesses first came under the common
control, where this is a shorter period, regardless of the date of the
common control combination.
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3. SIGNIFICANT ACCOUNTING POLICIES 3. TEEBEE(H)
(Continued)
Investment in associate EBENTNRE

An associate is an entity over which the Group has significant influence
and that is neither a subsidiary nor an interest in a joint venture.

The results and assets and liabilities of an associate are incorporated
in these consolidated financial statements using the equity method
of accounting. Under the equity method, investment in an associate
is carried in the consolidated balance sheet at cost as adjusted for
post-acquisition changes in the Group’s share of the net assets of the
associate, less any identified impairment loss. When the Group’s share
of losses of an associate equals or exceeds its interest in that associate
(which includes any long-term interests that, in substance, form part of
the Group’s net investment in the associate), the Group discontinues
recognising its share of further losses. An additional share of losses
is provided for and a liability is recognised only to the extent that the
Group has incurred legal or constructive obligations or made payments
on behalf of that associate.

Any excess of the Group’s share of the net fair value of the identifiable
assets, liabilities and contingent liabilities over the cost of acquisition,
after reassessment, is recognised immediately in profit or loss.

Where a group entity transacts with an associate of the Group, profits
and losses are eliminated to the extent of the Group’s interest in the
relevant associate.
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Revenue recognition

Revenue is measured at the fair value of the consideration received or
receivable and represents amounts receivable for goods sold in the
normal course of business, net of discounts and sales related taxes.

Sales of goods are recognised when goods are delivered and title has
passed.

Steam connection income received from customers for steam supply
are deferred and amortised into the consolidated income statement
over the estimated usage period.

Interest income from a financial asset is accrued on a time basis, by
reference to the principal outstanding and at the effective interest rate
applicable, which is the rate that exactly discounts the estimated future
cash receipts through the expected life of the financial asset to that
asset’s net carrying amount.
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3. SIGNIFICANT ACCOUNTING POLICIES 3. TEEBER(H)
(Continued)
Leasing HE

Leases are classified as finance leases whenever the terms of the lease
transfer substantially all the risks and rewards of ownership to the
lessee. All other leases are classified as operating leases.

The Group as lessee

Rental payable under operating leases are charged to 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.

Leasehold land

Interest in leasehold land and is accounted for as operating leases and
amortised over the lease term on a straight-line basis.

Foreign currency

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that
entity (foreign currencies) are recorded in the respective functional
currency at the rates of exchange rate prevailing at the dates of
transactions. At each balance sheet date, monetary items denominated
in foreign currencies are retranslated at the rate prevailing on the
balance sheet date. Non-monetary items that are measured in terms of
historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items, and
on the translation of monetary items, are recognised in profit or loss in
the period in which they arise.
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Borrowing costs

All borrowing costs are recognised as and included in finance costs
in the consolidated income statement in the period in which they are
incurred.

Government grants

Government grants are recognised as income over the periods
necessary to match them with the related costs. Grants related to
depreciable assets are deducted in arriving at the carrying amount of
the relevant asset. Grants related to expense items are recognised in
the same periods as those expenses are charged in the consolidated
income statement and are reported separately as “other income”.

Retirement benefit costs

Payments to state-managed retirement benefit scheme and the
Mandatory Provident Fund Scheme are charged as an expense when
employees have rendered service entitling them to the contribution.

Taxation

Income tax expense represents the sum of the tax currently payable
and deferred tax.

Current tax

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from profit as reported in the consolidated income
statement because it excludes items of income or expense that are
taxable or deductible in other periods and it further excludes income
statement items that are never taxable or deductible. The Group’s
liability for current tax is calculated using tax rates that have been
enacted or substantively enacted by the balance sheet date.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)
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Taxation (continued)

Deferred tax

Deferred tax is recognised on differences between the carrying
amounts of assets and liabilities in the consolidated financial statements
and the corresponding tax bases used in the computation of taxable
profit, and is accounted for using the balance sheet liability method.
Deferred tax liabilities are generally recognised for all taxable temporary
differences, and deferred tax assets are recognised to the extent
that it is probable that taxable profits will be available against which
those deductible temporary differences can be utilised. Such assets
and liabilities are not recognised if the temporary difference arises
from goodwill or from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction that affects
neither the taxable profit nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at each balance
sheet date and reduced to the extent that it is no longer probable that
sufficient taxable profits will be available to allow all or part of the asset
to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in
the period in which the liability is settled or the asset realised. Deferred
tax is charged or credited to profit or loss except when it relates to items
charged or credited directly to equity, in which case the deferred tax is
also dealt with in equity.

Property, plant and equipment

Property, plant and equipment, other than those under construction,
are stated at cost less subsequent depreciation and impairment losses.

Plant and equipment under construction for production, rental or
administrative purposes, or for purposes not yet determined, are
carried at cost, less any recognised impairment loss. Plant and
equipment under construction is classified to the appropriate category
of plant and equipment when completed and ready for intended use.
Depreciation of these assets, on the same basis as other property
assets, commences when the assets are ready for their intended use.
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Property, plant and equipment (continued)

Depreciation is provided to write off the cost of property, plant and
equipment other than those under construction over their estimated
useful life and after taken into account of their estimated residual value,
using the straight — line method.

Property, plant and equipment is derecognised upon disposal or when
no future economic benefits are expected to arise from the continue
use of the assets. Any gain or loss arising on derecognition of the asset
(calculated as the difference between the net disposal proceeds and
the carrying amount of the item) is included in the income statement in
the year in which the item is derecognised.

Impairment loss on tangible assets

At each balance sheet date, the Group reviews the carrying amounts of
its assets to determine whether there is any indication that those assets
have suffered an impairment loss. If the recoverable amount of an asset
is estimated to be less than its carrying amount, the carrying amount of
the asset is reduced to its recoverable amount. An impairment loss is
recognised as an expense immediately.

Where an impairment loss subsequently reverses, the carrying amount
of the asset is increased to revised estimate of its recoverable amount,
such that the increased carrying amount does not exceed the carrying
amount that would have been determined had no impairment loss been
recognised for the asset in prior years. A reversal of an impairment loss
is recognised as income immediately.

Research and development expenditure

Expenditure on research activities is recognised as an expense in the
period in which it is incurred.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost
is calculated using the weighted average method.
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3. SIGNIFICANT ACCOUNTING POLICIES 3. FESBER(E)
(Continued)
Financial instruments ST E

Financial assets and financial liabilities are recognised on the balance
sheet when a group entity becomes a party to the contractual
provisions of the instrument. Financial assets and financial liabilities
are initially measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets and financial
liabilities (other than financial assets and financial liabilities at fair value
through profit or loss) are added to or deducted from the fair value
of the financial assets or financial liabilities, as appropriate, on initial
recognition. Transaction cost directly attributable to the acquisition of
financial assets or financial liabilities at fair value through profit or loss
are recognised immediately in profit or loss.

Financial assets

The Group’s financial assets are classified into loans and receivables.

Effective interest method

The effective interest method is a method of calculating the amortised
cost of a financial asset and of allocating interest income over the
relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash receipts (including all fees on points
paid or received that form an integral part of the effective interest
rate, transaction costs and other premiums or discounts) through the
expected life of the financial asset, or, where appropriate, a shorter
period.

Income is recognised on an effective interest basis for loan and
receivables.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market. At
each balance sheet date subsequent to initial recognition, loans and
receivables (including trade and other receivables, bank acceptance
bills receivable, amounts due from related companies, pledged bank
deposits and bank balances) are carried at amortised cost using the
effective interest method, less any identified impairment losses.
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Financial instruments (continued)

Impairment of financial assets

Financial assets, are assessed for indicators of impairment at each
balance sheet date. Financial assets are impaired where there is
objective evidence that, as a result of one or more events that occurred
after the initial recognition of the financial assets, the estimated future
cash flows of the financial assets have been impacted.

Objective evidence of impairment could include:

° significant financial difficulty of the issuer or counterparty; or

o default or delinquency in interest or principal payments; or

o it becoming probable that the borrower will enter bankruptcy or
financial re-organisation.

Trade receivable that are assessed not to be impaired individually and
subsequently assess for impairment on a collective basis. Objective
evidence of impairment for a portfolio of receivables could include the
Group’s past experience of collecting payments, an increase in the
number of delayed payments in the portfolio past the average credit
period, as well as observable changes in national or local economic
conditions that correlate with default on receivables.

An impairment loss is recognised in 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 the
estimated future cash flows discounted at the original effective interest rate.

The carrying amount of the financial asset is reduced by the impairment
loss directly for all financial assets with the exception of trade
receivables, where the carrying amount is reduced through the use of
an allowance account. Changes in the carrying amount of the allowance
account are recognised in profit or loss. When a trade receivable is
considered uncollectible, it is written off against the allowance account.
Subsequent recoveries of amounts previously written off are credited to
profit or loss.

If, in a subsequent period, the amount of impairment loss decreases
and the decrease can be related objectively to an event occurring
after the impairment losses was recognised, the previously recognised
impairment loss is reversed through profit or loss to the extent that the
carrying amount of the asset at the date the impairment is reversed
does not exceed what the amortised cost would have been had the
impairment not been recognised.

THETA (&)

EHEERE

MIBEENSEE ASURER TR o WA ZTERE

BRARMFEEETRERLE —AXNZAEFH

£ MPBEENGEARKRSRERTE - M5

BETITARE

BENTBERNEE

o BUOAFIBTFINEAMBEREE : %

o HBRIRRMEFIAER : K

o  fEHEARBRANERMFEES -
ERFHRENEZRERERERER—H

a@ﬁﬁ°ﬂ% E@AﬁﬁﬁﬁZ%ﬁﬁﬁa%

AEBBERFLE - HENBHFHEERNIE

B REES AL A R B SR et & AR H 3R
AR (EREERFCREEENERYS)

EEEBEBENEECHE  BEBBRNMEST
R - WREEREERZRERN RRER A5

BRASRERENZETE

MEEREEMNRERESERNEREENKRE
BERELIR - B S RURKRI - BB RUER
RHREESEEREREDIIR - BERANER
HEZPERBHETER - EEIRUIRRERS
ARTYEIR - A B R S © STRTE MEHAI R
TRME R KD - SR E A o

iR EERENER IR L - ARRDE
EE L EBAREREENEFER - RILAEHE
RHBEBIEREBEE T IARE - EZEERR
BERELDE ANREENMSBBRERRERND
BIHRR -



China Starch Holdings Limited Annual Report 2007 FEIRBZEREMRAE —TTLFFHR

Notes to the Consolidated Financial Statements

e MR MR

For the year ended 31 December 2007

HE

—EFELF A= BLERE

SIGNIFICANT ACCOUNTING POLICIES
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Financial instruments (continued)
Financial liabilities and equity

Financial liabilities and equity instruments issued by a group entity are
classified according to the substance of the contractual arrangements
entered into and the definition of a financial liability and an equity
instrument. An equity instrument is any contract that evidence a residual
interest in the assets of the Group after deducting all of its liabilities.

Effective interest method

The effective interest method is a method of calculating the amortised
cost of a financial liability and of allocating interest expense over the
relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash payments through the expected life
of the financial liability, or, where appropriate, a shorter period. Interest
expense is recognised on an effective interest basis.

Financial liabilities

Financial liabilities including bank and other borrowings, trade and other
payables and bills payable are subsequently measured at amortised
cost, using the effective interest method.

Equity instruments

Equity instruments issued by the Company are recorded at the
proceeds received, net of direct issue costs.

Derecognition

Financial assets are derecognised when the rights to receive cash flows
from the asset expire or, the financial assets are transferred and the Group
has transferred substantially all the risks and rewards of the ownership of
the financial assets. On derecognition of a financial asset, the difference
between the asset's carrying amount and the sum of the consideration
received or any new asset obtained and the cumulative gain or loss that had
been recognised directly in equity is recognised in profit or loss. If the Group
retains substantially all the risks and rewards of ownership of a transferred
financial asset, the Group continues to recognise the financial asset and also
recognises a collateralised borrowing for the proceeds received.

Financial liabilities are derecognised when the obligation specified in
the relevant contract is discharged, cancelled or expires. The difference
between the carrying amount of the financial liability derecognised and
the consideration paid including other liabilities assumed is recognised
in profit or loss.
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4.

—EFELF A= BLERE

KEY SOURCES OF ESTIMATION
UNCERTAINTY

AT T RERZNEZRR
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In the application of the Group’s accounting policies, which are described
in note 3, management is required to make judgements, estimates and
assumptions on the carrying amounts of assets and liabilities that are
not readily apparent from other sources. The estimates and associated
assumptions are based on historical experience and other factors that are
considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing
basis. Revisions to accounting estimates are recognised in the period in
which the estimate is revised if the revision affects only that period, or in
the period of the revision and future periods if the revision affects both
current and future periods.

Key sources of estimation uncertainty

The following are the key assumptions concerning the future, and other
key sources of estimation uncertainty at the balance sheet date, that
have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year.

Impairment of trade and note receivables

Note 3 describes that trade and note receivables are carried at
amortised cost using the effective interest method, less any identified
impairment losses. An impairment loss is recognised in 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.

During the year, there was no impairment recognised in the
consolidated income statement. (2006: Nil)

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 3. The Group carries out an inventory review on a product-
by-product basis at each balance sheet date 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 material primarily on the estimated future selling price and market
conditions. No impairment recognised as of 31 December 2007 and
2006. Where the estimates of the net realisable value are less than
expected, a material allowance may arise.

BEEEEERMEIHMANASESHBRE - &
FARBERS B EMIREHNNEEL B ERE
BEfFHHIE - BFF RERR - G RAABERRERE
NERRFEMERRBBENRREL - BERXEA
AR EZEF[A TR -

e RBRBRESEHE T UK - 8sHEsHETTR
SE B EFEZPRB AR GE R ER
fi i A (RIS B2 B IR B o R OREAR - Rl e at # e
RIREARERR

CEIROLEESES Ve
AT A% & B & B = 2R RN & B AT AR

RA=mEMERNR - ZFEGHEAE T AR BF
EHEENBENREELRAEAZENERRR -

5 R EEREWRORE

i}

MFE 3B E 5 R RIRE M TG RA BRH B AR
BIERANREACHRBEBBARK - WETEE
BRNEECKRE  BEBESERATER
I 12 & = AR E{E SR A R B RN R B3R IR FE TR Y
Bt ARKRREREBREZHANERFE - EEBRR
KBRS REPRIES - RIFTEHREARERK °

FERN - REFARERATERRBE(ZTERF
) e
FEME

AEESERREMEMBAN S BORF AT
ERARERKHBMEAIRE  AEEENEEEER
HERERRYEFE  RRENFHFEERFH
B - EEEEXERBMATHNRREENT ST
SUAMERH R FEAK G - R R EM R A #IR%
B R-FELFR_FFEANFT_A=1t—HLE
EHERE - AT BFEBELRER - AEHE
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5. TURNOVER AND BUSINESS SEGMENTS 5. EXBREBIH
An analysis of the Group’s turnover for the year is as follows: REBRAFENEEBONET ¢
Year ended 31 December
BE+-A=1+—HILEE
2007 2006
—EBELF —EETREF
RMB’000 RMB’000
ARBT R ARBTFT
Cornstarch and corn based by-products TR R EARRER 914,652 728,409
Lysine and its related products B R EAEEER 319,966 225,846
Electricity and steam BHREKAR 115,344 77,251
1,349,962 1,031,506
Business segments EKDEB
For management purposes, the Group is currently organised into three REEME - ASEBAIA= AL 29 AR —F
operating divisions — cornstarch, lysine, electricity and steam. These KR - FERUBE aﬁﬁ&*m By pEP RS
divisions are the bases on which the Group reports its primary segment EERAEFEHHDERAER
information.
Principal activities are as follows: FEEHAT -
Cornstarch — the manufacture and sale of cornstarch and FRBH — EERESERRHREERR
its corn-refined by products Em
Lysine — the manufacture and sale of lysine and its i — HEREERAE&EFARGIEmR
corn based by-products.
Electricity and steam - the production and sale of electricity and BAKRZEA — HEREEEHREA
steam
Segments information about these businesses is presented below. BEHEBHDEBERZF)AT -
Results for the year ended 31 December 2007 BE_ZZtF+-A=1+—HLFEXE
Electricity
Cornstarch Lysine and steam  Eliminations Total
B ) R ENRER B a5t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBFIT ARBFIT ARETT ARETFT ARBTFT
Turnover R
External sales HHMEE 914,652 319,966 115,344 - 1,349,962
Inter-segment sales D EBEHE - - 81,771 81,771) -
Total a5t 914,652 319,966 197,115 81,771) 1,349,962

Inter-segment sales are charged at cost.

7 BRI & O B IR AR ULER
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5. TURNOVER AND BUSINESS SEGMENTS

5. EXRFERFEHDE(E)
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(Continued)
Electricity
Cornstarch Lysine and steam Eliminations Total
KB R EORER Eiiict &5t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETTT AREBTIT ARETIT AREETIT AREETTT
RESULT £
Segment result DEEE 88,889 103,843 39,835 = 232,567
Unallocated distribution RoBL7 88
and selling expenses MHEER (6,091)
Administrative expenses THER (37,985)
Share of result of (LS
an associate UNGIE3-1 (2,375)
Other income E Al A 29,528
Interest income F B A 8,756
Finance costs A& KA (20,495)
Profit before taxation R TR IRNE 208,905
Taxation | (185)
Profit for the year FEAHE 203,720
Results for the year ended 31 December 2006 BE-_ZTZT\F+_A=1+—HILFEZXE
Turnover B
External sales HIMEE 728,409 225,846 77,251 = 1,031,506
Inter-segment sales DEBEHE - - 81,617 (81,617) —
Total A&t 728,409 225,846 158,868 (81,617) 1,031,506
Inter-segment sales are charged at cost. 2 EF 3 6 B B R R A AN R ER o
RESULT E
Segment result DEBFELE 80,874 68,069 22,125 - 171,068
Unallocated distribution RABLH $H
and selling expenses KIHEER (4,367)
Administrative expenses 1T E R (25,568)
Share of result of FE{GEE
an associate UNSIES (3,475)
Other income EUgA 7,225
Interest income B A 4,632
Finance costs REE R AR (16,359)
Profit before taxation IR 133,156
Taxation BiIE (18,766)
Profit for the year FEFE 114,390



China Starch Holdings Limited Annual Report 2007 FEIRBZEREMRAE —TTLFFHR

Notes to the Consolidated Financial Statements

e MR MR

For the year ended 31 December 2007
HE_ZTtF+-_A=1+—HILFE

5. TURNOVER AND BUSINESS SEGMENTS

(Continued)

5. EXRFERFEHDE(AE)

Balance sheet as at 31 December 2007

Assets
Segment assets
Interest in an associate

DEEE

Cornstarch
RMB’000
ARETTT

234,131

R—TERE AR

Ky
Unallocated assets Ao EE
Total assets BEE
Liabilities =L
Segment liabilities HEEE
Unallocated liabilities ApBLBE
Total liabilities FEN=F

Balance Sheet as at 31 December 2006

Assets AE
Segment assets DEEE
Interest in an associate R—REEg

K fE
Unallocated assets APBLEE

Total assets BEE

Liabilities =L
Segment liabilities HEEE
Unallocated liabilities ROBE

Total liabilities watE

28,155

Cornstarch
TR
RMB’000

ARETTT

256,013

NG|

29,372

RE-BELF+T-A=+—HHEEERER

Electricity
Lysine and steam Eliminations Total
HERK ENRER b a5t
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETFT ARETFT ARETFT
181,889 205,148 - 621,168
29,643
461,674
1,112,485
29,786 31,596 - 89,537
230,607
320,144
R-EERF+_A=+—HWNEEEEX
Electricity
Lysine and steam Eliminations Total
FEEBE BEOREA K iH A&t
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETFT ARETFT ARETFT
158,489 177,670 - 592,172
21,875
228,855
842,902
9,343 7,661 - 46,376
612,741
659,117
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5. TURNOVER AND BUSINESS SEGMENTS 5. BEHERERDEP(E)
(Continued)
2007 —EELHF
Other information H &R

Electricity Unallocated

Cornstarch Lysine and steam Assets Total
B ) IR EORES ROBEE ast
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

AREET T AREET T ARMET T AREET T ARET T

Assets BE
Capital additions BAEE 1,383 30,936 2,765 4,195 39,279
Depreciation e 11,943 14,732 16,505 3,249 46,429
2006 ZEERE
Other information HAn &R
Electricity Unallocated
Cornstarch Lysine and steam Assets Total
FRBD Bk BHREA RAOMREE A&
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARET T AREBT T AREFT AREFT ARETT
Assets BE
Capital additions TAEBE 7,577 9,592 2,193 15,713 35,075
Depreciation e 11,101 14,659 16,691 1,497 43,948
Geographical segment h & 5 B
The Group’s operations and assets are located in the PRC, thus no REBMEBRREEEBMNRFE - F it W &SR
geographical segment by location was presented. Moreover, segment BRERMWEDI - WA - UHBUESLE - REF
revenue from customers by geographical location for each of the BIASNE B R P )9 2B A D AN & B A2 A BY
countries other than PRC is less than 10% of the total revenue of the 10% @ L 2 it Em 5526 o

Group. Therefore, no geographical segment was presented.
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6. OTHER INCOME 6. HA
Year ended 31 December
BE+-A=+—HLEFE
2007 2006
—EBELHF ZTTRF
RMB’000 RMB’000
AR®TT AREETIT
Commission income BEUA - 3,379
Government grant received for being a TERFBREE R EAREE Y
manufacture of lysine and its related By BN ER AT BN
products (notes i and i) (Hi % i) 1,000 2,277
Amortisation of staff quarter rental income & T 75& 4 U A # 811 714
Amortisation of steam connection ETER
income O 32 1,167 1,128
Realised gain arising on injecting property, 7E[A—ZKE & AR EE W
plant and equipment and land use right [R5 K 3% 4@ F1 + o 5 F 4
as capital to an associate BEERNSEHE WS 430 431
Gain on sales of scrap of coal & oil SHE BB KRS HE i 509 645
Gain on disposal of leasehold land HERE Tl
(note iii and iv) (Bitatiin % iv) 24,402 -
Others Hitb 3,376 2,056
31,695 10,631
Note: Wt

Government grant of RMB1,000,000, for the year (2006: RMB1,377,000)
was paid to Golden Corn by 555 4 A8 F & B BT (Finance office
of Shouguang Shengcheng Street Office) to support the use of advanced
technology in the production of lysine. It was granted at the discretion of the
government and was not recurring nature.

Government grant of RMB900,000 for the year ended 31 December 2006 was
paid to Golden Corn by Shouguang City Finance Bureau to support Golden
Corn’s expansion in lysine production capacity. It was unconditionally granted
at the discretion of the government and was not recurring nature.

Gain on disposal of leasehold land of RMB24,332,000 for the year ended 31
December 2007 was arising from disposal of leasehold land with carry amount
of RMB6,045,000 to 733t 1 +- i & (Shouguang Land Reserves).

Gain on disposal of leasehold land of RMB70,000 for the year ended 31
December 2007 was arising from disposal of leasehold land with carry amount
of RMB47,000 to &t Mt & A 7] (Electricity Supply Company of Shouguang
City).

BT A E R R M AT AN X N BUR B A
FR%1,000,0007T(=ZZRF : AE¥1,377,000) T&
TR AXFERAENREERER - SRKHTIH
B BIERE R SRR HIEE -

EATHBREREE—SEAFt+t_A=1+—BILFE
A ERAFRBD A R # 900,000 T T & E K + IATHEHEA
FBEEL A EERE I BRI Ty R BUT B IR E Kl
FEEEME o

HE-ZZHE+ A=+ ALFEHERS LM
s AR 124,332,000t E A B HEREEAARE
6,045,000 TR & £+t F 55 e i T iR O o

BE T+ A=+ RALFEHERELH

Uz AR 70,000 T ELEB HERABEAARKE
47,000 TR E T FH L HEEAF °

7
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BHE_ZT+FE+_-_A=+—HILFE
7. INTEREST INCOME 7. FMEBWA
Year ended 31 December
BE+-—HA=1+—HLEFE
2007 2006
—EELE —ETRF
RMB’000 RMB’000
AR®TT ARETTT
Interest income on: AR & IEAF BULA -
Bank deposits RITEN 8,756 2,636
Amount due from a related company BAE R AR - 1,996
8,756 4,632
8. FINANCE COSTS 8. W&
Year ended 31 December
BE+-A=1t—HLEE
2007 2006
—EELF —ETRE
RMB’000 RMB’000
AR¥T T AREFTT
Imputed interest on employee EEEERESNHERES
housing deposits 910 937
Imputed interest on loan from IR ERBEE RS
a shareholder 5,939 225
Interest on bank borrowing wholly HRAFREEEZENRITERFE
repayable within 5 years 13,646 11,032
Interest on loans from a related BE QR EFHIFE
company - 4,165
20,495 16,359
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9. PROFIT BEFORE TAXATION 9.

Profit before taxation has been arrived at after charging:

Depreciation of property, plant
and equipment
Amortisation of prepaid lease payments

Total depreciation and amortisation

Loss on disposal of property, plant
and equipment

Net foreign exchange loss

Cost of inventories recognised
as expenses

Employee benefits expense
(including retirement benefit plan)

Research and development expense

Auditors’ remuneration

Listing expenses

ME - BB RRETE
ENTHEREH
FEREHARE
HEWE - BE &R EHNER

bEE L IS 1R R
FER AR R

BEBAMFAEX
(BRERRENETE)

o R E R

PGl

EWRX

BR%E A7
BRI Ik F5IRE -
2007 2006
—2BtLE e
RMB’000 RMB’000
ARMT 7 ARMF
46,429 43,948
939 949
47,368 44,897
970 266
2,509 523
1,002,070 791,409
22,399 22,504
774 5,940
2,676 950
8,814 =
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10. TAXATION 10. {18

Year ended 31 December

BE+-A=1t—HLEE

2007 2006

—EELE —EERF

RMB’000 RMB’000

AR®T T ARET T

Current PRC income tax BNEAR B RS 75 - 11,520
Deferred tax TEIEFI IR 185 7,246
185 18,766

AREE IR H A R AT B LR T

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

Year ended 31 December

BE+T-A=+—HLFE

2007 2006
—EETLHF ZETRNF
RMB’000 RMB’000
AR®T AREEFIT
Profit before taxation: FrESRIFE 203,905 133,156
Tax at the domestic income tax rate LA A 3£ Fr{S 1 28 33%
of 33% STEETIE - 43,942
Tax at the foreign enterprise income PASNBEI 1R R FR1S T X 27 %
tax rate at 27% STERTIE 55,055 -
Tax effect of share of results of an associate ~ fE{EEE & A A1 EAEMNTRIFHE 641 1,147
Tax effect of expenses that are not & TE P& ER A A B IR S A HR A
deductible in determining taxable profit AR T2 7,190 1,710
Tax effect of income not taxable BARBW AN 2 (1,814) (902)
Change of deferred taxation resulting from 5@ FA i R St B A Y
the applicable change in tax rate RIEFI TR E) 69 4,511)
Tax exemption HIEF %R (60,956) (20,302)
Reduction of income tax in respect of PR S EE TR B TS AR
Tax benefit - (2,318)
185 18,766

No provision for Hong Kong profits tax has been made as the Group
entities’ profit neither arose in and not derived from Hong Kong during

both years.

HRMEFEALA KB ERY BETEELHR

BAME - R ERE BRI SH L BE -
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10.

FRLEF-A=t—AILEE

TAXATION (Continued)

10. Bi1E (&)

Notes:

Golden Corn was a domestic company during the periods prior to 25 September 2006.

Accordingly, its taxable income was subject to domestic income tax rate of 33%.

On 26 September 2006 Golden Corn became a wholly foreign owned enterprise.
Pursuant to the relevant law and regulations in the PRC, Golden Corn is subject to
foreign enterprise income tax rate of 27% on the taxable income and is entitled to
exemption from PRC Foreign Enterprise Income Tax for two years commencing from
its profit-making year, followed by a 50% relief for the next three years. The first profit-
making year is claimed for the period from 26 September 2006 to 31 December 2006.

On 16 March 2007, the PRC promulgated the Law of the People’s Republic of China
on Enterprise Income Tax (the “New Tax Law”) by Order No. 63 of the President of
the People’s Republic of China. On 6 December 2007, the State Council of the PRC
issued Implementation Regulations of the New Law, the applicable tax rate for all the
PRC enterprises will change to 25% from 1 January 2008. The New Tax Law provides
a five-year transition period from its effective date for those enterprises which were
established before the promulgation date of the New Tax Law and which were entitled
to a preferential lower tax rate under the then effective tax laws or regulations. Thus,
Golden Corn can still entitle 50% relief of PRC Foreign Enterprise Income Tax for the
next three years from 2008. The deferred tax balance has already reflected the tax rates
that are expected to apply to the respective periods when the assets are realised or the
liabilities are settled.

During the year ended 31 December 2006, additional tax credit (“Tax Benefit”) of
RMB2,318,000, equivalent to 40% of the acquisition cost of advance technological
machinery for lysine production and power generation acquired in that year was
granted by the local tax bureau under 51t % 2006 28 150 5% to reduce the income
tax of Golden Corn.

6]

SERR-ZZBZERNFNATHBZANSAEREARE - B
it EERBATHRBE AP 5% 33% 515 ©

EFERN-_ZBBRNFAA T REARBINEBEDLE - $E'<T§EP
BAEMERIER £ FROERTRBARIZINEEEMRS
R 27% T - Yo E B AR R R A F AR % T E ﬁl\’ﬁ
RSN MER=FE0%HE  —EERFAA-+TRK
HE-ZZRF+ A=+ B HRREREEENFE -

REZTZTLFE=A1+A ' PEREPEARL ﬂlIﬁA”
63 SRAEM T P EARKFMBECERBEE ([FBE]) - K=
THF+ZARA - FEBEBREAIHBENNTHRA - B
ZTN\F-A—BE FEPECENBERBEEER25% -
SRERT B AR B8RRI A S RARIR K 7 & R B9 B B AR
PIZEREREEBBENGE - MPVEEERE RS TRHR
FHBES - At - @ FRA-TT/\FRETR=FNE=
REINE R ERFTEEURY o EEBIEERE REEZ T
TE{E A B A BT AR LR -

BE_ZTRFT_A=+—"HLFE  EHHBASHHE
2006 55 150 SR B AL RSB IR E & ([ BB R ) AR
2,318,0007C * 1HE M % 5 i B A ERR B SRS
RBEBRENEEKAR40% @ ORIES ERIPTEH
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11. DIRECTORS’ AND EMPLOYEES’

EMOLUMENTS

11. EEREESFH

82

The emoluments of directors during the years ended 31 December

2007 are analysed as follows:

2007

Executive directors
Tian Qixiang

Yu Yingquan

Gao Shijian

Liu Xianggang

Independent non-executive directors
Dong Yanfeng

Yu Shumin

Cao Zenggong

Yue Kwai Wa, Ken

Total

2006

Executive directors
Tian Qixiang

Yu Yingguan

Gao Shijian

Liu Xianggang

Total

—EBLF

HITES
S
Fre
BtE
2158l

BUINTEE
Sy
AR
By

%32

HITEE
3
Fuz
BiE
2158l

st

EEREE_TELF T HA=T—BIEFENF

B AATEAT
Basic Retirement
salaries and benefit
allowance contribution Total
HEARFERIEM EAREFI AR BE
RMB’000 RMB’000 RMB’000
ARETT ARET T AR¥ET T
166 - 166
97 - 97
201 13 214
150 13 163
614 26 640
13 - 13
13 - 13
8 - 8
32 - 32
66 26 66
680 26 706
Basic Retirement
salaries and benefit
allowance contribution Total
B e K2R RIRBAIE R #zE
RMB’000 RMB’000 RMB’000
AREBT T ARET T ARETT
137 5 142
115 6 121
252 11 263
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12. EMPLOYEES EMOLUMENTS

12. EEHH

Of the five individuals with the highest emoluments in the Group, three
(2006: two) were directors of the Company whose emoluments are
included in the disclosures in Note 11 as above. The emoluments of the
remaining two (20086: three) individuals were as follows:

Employees (==
—basic salaries and allowance —EHARFH S K2R
—retirement benefits scheme — RN FIET B4R
contributions

Their emoluments were all within HKD1,000,000.

During the year, no emoluments were paid by the Group to the directors
of the Company or the highest paid individuals as an inducement to join
or upon joining the Group or as compensation for loss of office.

AEBRAEZRHFALTH =B(ZZT F: W
B)BARBINES @ HEOFIIN EXHE11 3
BB TIME(ZTTAE  —R) B g ATHE
BT -

2007 2006
—BRtLE —EENE
RMB’000 RMB’000
ARMT ARHETTE
785 346

13 15

798 361

1% 5 B9 BN 25 T8 48 1,000,000 47T ©
FR AEBBERLARFTEZHTESFA LIS

M - (ERWBIIMAINARSE B 2 BRI IER
KA #1E o
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13. DIVIDENDS 13. K&
Dividend of RMB20,794,000 and RMB50,000,000 was declared by the IR R FF E TR AR AD RN Z BT F
Company to Merry Boom on 20 March and 23 July 2007 respectively ZA-tHREA=ZT=ARAMRERMNEREARE
before the Shares have been listed on the Stock Exchange. 20,794,000 7t & A R # 50,000,000 7T, ©
For the year ended 31 December 2006, the dividend of HE_ZZRF+_A=+—HILFE ARE¥
RMB108,000,000 represents the dividends declared by Golden Corn to 108,000,000 7T &I % B = 8 & FOR1E & B S Al )
its then shareholders prior to the Group Reorganisation. ERNRREIROKE
A final dividend of HK3.83 cents per share has been proposed by ZEHVRE R BB 3.83 /81l  HEAFRER
the directors and is subject to approval by the shareholders in the BN ERITRRR R RS LBE - FAIEE -
forthcoming annual general meeting.

14. EARNINGS PER SHARE 14. BRER
The calculation of the basic earnings per share attributable to the RAREBRERE AREERERBFTIIZAT
ordinary equity holders of the Company is based on the following data: BT

Earnings 2F|

Earnings for the purpose of basic PETESRERRF T
earnings per share (profit for the year (RREERFEF A
attributable to equity holders FEMEARFZFE)
of the Company)

Number of shares RHOEE

Weighted average number of ordinary PETEFRER
shares for the purpose of basic B E AR
earnings per share TIN5 8

The weighted average number of ordinary shares for the purpose of
basic earnings per share has been adjusted to reflect the effects of the
issue of shares upon the capitalisation, the loan capitalisation and the
global offering as set out in note 28.

No diluted earnings per share has been presented because no dilutive
potential ordinary shares exist for both 2007 and 2006.

84

2007 2006
—BTtF ZTTAHF
RMB’000 RMB'000
ARBTR ARBTT
203,720 66,674
2007 2006
—BTtF —ETREF
325,625,000 262,500,000

TR SREAAN N EBRINEFHRTIEH
B ARBRIAMGE 28 FREE AL - EREARN LR E
BRBEERBETRONTE -

HR T FER TR RFHEIHEEELER
B B E 25| BRESERT
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15. PROPERTY, PLANT AND EQUIPMENT 15. ¥1% - RERRE
Plant and
equipment
Plant and Motor Other under
Buildings machinery vehicles machinery construction Total
EERE

BT BERES RE Rt e &t
RMB'000 ~ RVMB'000  RMB'000  RMB'000 ~ RMB'000  RMB'000
ARBTE ARBTL ARRTR ARETT ARBTT ARMTR

Cost BA
At 1 January 2006 RZTE F—H—H 235,396 338,633 3,736 7,259 7,562 592,586
Additions NE 400 3,190 905 1,269 29,311 35,075
Transfer from plant and equipment RTEERE Rk HE

under construction 11,190 24,106 - 762 (36,058) -
Disposal HE @] (1,983) (367) (309) (256) 2,919
At 31 December 2006 KT F+-A=1+—H 246,982 363,946 4,274 8,981 559 624,742
Additions NE 1,645 1,812 1,208 700 33,914 39,279
Transfer from plant and equipment AEERE R e

under construction 3,050 31,192 - 36 (34,278) -
Disposal HE (210) (1,375) (474) (46) - (2,105)
At 31 December 2007 R-_ZZ+F+-_A=+—H 251,467 395,575 5,008 9,671 195 661,916

Accumulated depreciation and EFHERRE

impairment
At 1 January 2006 RZET F—A—H 51,280 92,733 1,110 3,578 - 148,701
Depreciation charge for the year FRANEER 8,117 34,207 577 1,047 - 43,948
Eliminated on disposal P E RS () (1,410) (130) (242) = (1,783)
At 31 December 2006 R=FE F+=-A=1+—H 59,396 125,530 1,557 4,383 = 190,866
Depreciation charge for the year FRNEER 10,601 34,101 687 1,040 = 46,429
Eliminated on disposal PO B (30) (496) (333) (38) - (897)
At 31 December 2007 RZZT+F+=A=1+—H 69,967 159,135 1,911 5,385 - 23,39
Net carrying value BREFE
At 31 December 2006 RZZEF+ZA=+—H 187,586 238,416 2,717 4,598 559 433876
At 31 December 2007 R=ZTZ+F+-A=1+—H 181,500 236,440 3,097 4,286 195 425518
The above items of property, plant and equipment, are depreciated on Lt - #ER REREBIE T FRNERUERET A
a straight-line basis at the following rates per annum: e
Buildings 2.86% to 6.67% BT 2.86% = 6.67%
Plant and machinery 8.33% t0 20% BB Kt Es 8.33% £ 20%
Motor vehicles 16.67% B 16.67%
Other Machinery 10% to 25% Efibiees 10% % 25%
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For the year ended 31 December 2007
HE_ZTTtF+_A=1+—HILFE

15. PROPERTY, PLANT AND EQUIPMENT 15.

(Continued)

Y3 - BB ki ()

As at 31 December 2007 accumulative impairment of RMB13,113,000
(2006: RMB13,113,000) have been provided on the property, plant and
equipment.

The Group has pledged plant having a carrying amount of
approximately RMB69,055,000 (2006: RMB Nil) to secure general
banking facilities granted to the Group.

R-ZZLF+-_F=+—8 ¥ BELRXE
B E2REAARE13,113,00070( BT NFE : A
R#13,113,0007T) °

AEEEEFREELN A ARKE9,055,00070(=F
TRF  AREZID)NEE - WERE FAEER
—RRERITIEE ©

16. PREPAID LEASE PAYMENTS 16. EAHHER
At 31 December
R+=—A=+—H
2007 2006
—EELF —TTRF
RMB’000 RMB’000
AR®T T AREETTT
Land in PRC held under =z BT & Bl A A T
medium-term lease 29,009 36,040
Analysed for reporting purposes: YESMABR DT :
Current asset mMENEE 819 941
Non current asset ERBEE 28,190 35,099
29,009 36,040

The Group has pledged leasehold land having a carrying amount of
approximately RMB16,063,000 (2006: RMB Nil) to secure general
banking facilities granted to the Group.

AEEEEFREELN ARE16,063,0000( ==
NEARBZTMNHEE LM - UERR T AER
H—RRERITIEE -

17. INTEREST IN AN ASSOCIATE 17. REE QRIS
At 31 December
R+=A=+—H
2007 2006
—EELF ZETERF
RMB’000 RMB’000
AR¥T T ARBTT
Unlisted investment, at cost Ik EMIRE (FaAs) 38,186 28,473
Less: Unrealised gain arising on injecting ¥ : JE A - B K& R L
property, plant and equipment and F EIE AT B M AREIH
land use right as capital contribution (3,563) (8,993)
Share of post-acquisition reserves and IH R E R (EE) -
(losses), net of dividends received E AR B (4,980) (2,605)
29,643 21,875
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For the year ended 31 December 2007
HE_ZTTtF+_A=1+—HILFE

17. INTEREST IN AN ASSOCIATE (Continued)

17. RBE N R AR ()

As at 31 December 2007 and 20086, details of the Group’s interest in the
associate, &7 & &R RN B R A 7 (Shouguang Golden Far East
Modified Starch Co., Ltd.) are as follows:

Place and date of
incorporation/registration

e, EBTR

it B 52 B AR HEFMER
US$9,600,000

PRC

25 September 2004

R 9,600,000 % 7T

—EENFAA=+HH

Summarise of the financial information of the Group’s associate are as
follows.

Total assets BEE
Total liabilities LSRN
Net assets FEE

Group’s share of associate’s net assets
before adjustments to unrealised gain
arising on injecting property, plant and
equipment and land use right as capital
contribution and unrealised profit on

EREERIERTE

FEIGBEE N R FEE

inventories

Issued and fully paid
registered capital

BEIAME  BEMRERLTH

KRBT BT HEAAEE

REBELFR-_TEXRNF+T_H="+—H0 F&
BERBE ARSI EREEBRNER QR MER

RBEIT -

Attributable
equity interest
to the Group
rEE
AL AR AE

49%

49%

Principal activities

EEXEHK

Research, development,
manufacture and sale of
modified starches and
their related products
e - B - BliE K
SHE Z IR &
HARME®

REEH SRR EER BRI T -

At 31 December

Rt+t=—A=+—H
2007 2006
—EELF ZETREF
RMB’000 RMB’000
AR®T T AREEFIT
99,994 86,589
(32,226) (83,797)
67,768 52,792
33,206 25,868
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17. INTEREST IN AN ASSOCIATE (Continued) 17. REtE AR ()
At 31 December
®+=—A=+—H
2007 2006
—ETLF ZEERF
RMB’000 RMB’000
ARET T ARET T
Revenue WA 158,800 112,241
Loss for the year KEERE (4,848) (7,092)
Group’s share of associate’s loss AEE LB E AT
for the year REEEHE (2,375) (3,475)
18. INVENTORIES 18. &&
At 31 December
R+=B=+—H
2007 2006
—EELF TETREF
RMB’000 RMB’000
AR®T T AREFTT
Raw materials R 87,526 87,076
Work in progress fE2m 9,921 8,326
Finished goods SURY SR 20,248 20,513
117,695 115,915
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HE_ZTtF+-_A=1+—HILFE

19. TRADE AND OTHER RECEIVABLES

19. B35 R E R

Trade receivables B S EUGR
Less: allowance for doubtful debts B SRR
Bank acceptance bills SR T IR
Other receivables FoAth FE UK

Credit terms to its trade customers for respective products are as
follows:

Cornstarch and its related products
TR R EARAE M

Lysine and its related products
PR R EARRE m

Electricity and steam

BEAREA

An ageing analysis of trade receivables at the balance sheet date is
shown as follows:

0-30 days TE=+H
31-60 days =+—Z/+H
61-90 days ~tT—ZEN+H
Over 90 days N+BUE
Total AEf

2007 2006
—BELE —EERF
RMB’000 RMB’000
ARBTT ARETT
42,146 51,865
42,146 51,865
99,734 85,869
2,679 618
144,559 138,352

HEBEMT TURESEFH

BEHINE -

Within 30 days

=+HA
30 to 60 days
=+="+H
Within 30 days
=+HR
AR B4 E B E 5 EUGREBRER 24T -
At 31 December
R+=—A=+—H
2007 2006
—EELF ZETREF
RMB’000 RMB’000
ARET T AREEFIT
39,337 49,536
1,134 828
519 393
1,156 1,108
42,146 51,865
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19. TRADE AND OTHER RECEIVABLES
(Continued)

19- g%& ﬁEJEI‘I&TA(DE)

Before accepting any new customer, the Group assesses the
creditability of each of the potential customer’s credit quality and
defines credit limits by customer. Credit limit attributed to customers are
reviewed monthly. Credit quality of trade receivables not yet past due
are considered to be good and no impairment provision is needed.

Included in the Group’s trade receivables balance are debtors with
aggregate carrying amount of RMB2,746,000 (2006: RMB2,329,000)
which are past due at the balance sheet date for which the Group has
not provided for impairment loss. The directors considered that there
was no significant change in credit quality and the amounts were still
considered recoverable. The Group did not hold any collateral over
these balances. The average age of these receivables is 60 days (2006:
60 days).

Ageing of trade receivables which are past due but not impaired:

30-60 days =t+ZEXTH
61-90 days ANT—ZEhTH
Over 90 days A+BRE

Included in the trade receivables are amounts from related parties
amounted to RMB13,772,000 (2006: RMB18,147,000). No impairment
has been made to receivables from related companies.

90

EEMEAHNERN  ARESThREREEER
EREEENERERABREPIIVEERE - B
EWERERESEAFELRY - W AIHNESE
WHEEERRABRE - MEFEHRERE -

AEEESRUFEHBEREAEEARARKE
274600075(_77/\¢ AR 2,329,000 7T) HY
FEUG IR - REEABACRIE  BAEEILRIE
HREBERE ZEEREZEUGIENEEEX
WHEHAESFAEE) - BRBEDHRERIRE - A&
B ERZ S SRR R o 2SR
ﬁi’ﬁﬁu’\?‘f’fr/\‘f’ﬁ(_?q/\i /\+E|)

EREMBE I FRERNE 7 BRI T -

2007 2006

S “TTAF

RMB’000 RMB’000

AR®T T AREFTT

1,071 828

519 393

1,156 1,108

2,746 2,329
BEoRWHRBERERBEAEATIRBEBARE

13,772,00073(:??/\¢ }\E?ﬁ%18147ooo
JL) o EURE R Bl M SRIB I (E A RDRE -
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BE-FTLE+-A=t-ALFE

19. TRADE AND OTHER RECEIVABLES 19. EZ R HMEWFK (&)
(Continued)
Bank acceptance bills RITEHERE
2007 2006
—RELE —ETAF
RMB’000 RMB’000
AR¥T T AREET T
Discounted bills BhIR =% 22,220 25,608
Endorsed bills HEZE 32,528 7,432
Bill on hand EhE=ig 44,986 52,829
99,734 85,869
The following is the aging analysis for the bills receivables: T RENEERBRE DT
2007 2006
= et L
RMB’000 RMB’000
AR¥T T AREFT
0-30 days TE==+H 60,381 45317
31-60 days =+—Z/,~+H 3,354 9,877
61-90 days At—Z=A+H 14,882 13,856
Over 90 days N+BUE 21,117 16,819
Total A& 99,734 85,869
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HE_ZTtF+-_A=1+—HILFE

20. AMOUNTS DUE FROM RELATED

COMPANIES
At 31 December
R+t=A=t+—8H
2007 2006
—EELF ZTTRF
RMB’000 RMB’000
ARBTT ARETTT
Shandong Shouguang Juneng Holding IWERE N EEIERERBRAR]

Group Co., Ltd. (Note i) (HizEi) - 2,000
Merry Boom Group Limited (Note i) e EEBEBR AR (AaFEi) 230 =
Total A&t 230 2,000
Notes: et

i. The director, Mr. Tian Qixiang, is a director of and has equity interest in
Shandong Shouguang Juneng Holding Group Co., Ltd. The amount due from
it was loan advance which was unsecured, carried interest rate at 5.58% per
annum, which was fully received during the year.

ii. Merry Boom is the ultimate holding company of the Group. The amount due
from Merry Boom was non-trade, interest-free, unsecured and repayable on

demand.

Maximum balance outstanding during the year:

RS HEREREEER AR

Merry Boom
Shangdong Shouguang Juneng
Holding Group Co., Ltd.

g2

EEAEFAERILURSAEREREEERARNE
= UHEERARER - ERFSEER - REFX

558 Bt RER—FAEE -

Y

BB R AT ©

BEERFRIEE S
B %R BN EREEE o

I PR
2007 2006
S —EEAF
RMB’000 RMB’000
ARETR AREFTT
2,929 =
2,000 40,434
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For the year ended 31 December 2007

HE

21.

—ETLEtoAST-ALEE

BANK BALANCE/PLEDGED BANK DEPOSIT

22.

Bank balances carry interest at market rates which range from 0.72%
t0 0.817% (2006: 0.72%) per annum. The pledged bank deposits carry
fixed interest rate of 0.79% per annum (2006: 0.79%).

As at 31 December 2007, deposits amounting to RMB2,000,000
(2006: RMB37,500,000) have been pledged to bank to secure bank
acceptance bills issued by the Group and are therefore classified as
current assets. The pledged bank deposits will be released upon the
settlement of bank acceptance bills.

TRADE AND OTHER PAYABLES

Trade and other payables:

Trade payables B SR

Bills payables e RI%

Total trade payables B S RN
Advances from customers BERE#%
Deposits o

Sales commission HERE

Other tax payables HAth eI T IE
Accrued expenses fEETE A
Payroll and welfare payables JES 5 & RAEF|
Others A

21. R1TE&% SEFEITER
RITHERIETISRERNR0.72EZ0.817 E:T B (==
TRE 0.728) - EEFIRITEIZEE FF X
0.79E& B (ZZFZRF - 0.79[F) »
R_ZZtF+=-_A=+—8  AR#¥2,000,0007T

—EENF . AR 37,500,0007T) BTFERE K
TRIT  MAEAREBZETHRITALER - At
ZEROEAERBEE - BERMBTEREREE
SRITHCH EIRRRFERRRR o

22, ES R HMEMNT
B 5 REMBEER

At 31 December

R+=A=+—-~
2007 2006
—ETLF —EBETREF
RMB’000 RMB’000
ARETT AREETIT
76,922 51,437
2,000 9,000
78,922 60,437
24,124 15,480
4,709 3,831
2,517 2,032
13,303 6,739
3,007 1,662
34 4,555
6,644 4,801
54,338 39,100
133,260 99,537
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HE_ZTTtF+_A=1+—HILFE

22. TRADE AND OTHER PAYABLES 22. ESRHEMEAK(E)
(CONTINUED)
The following is the ageing analysis for the trade payables at the balance T AREE B E SR RERER T
sheet date:

At 31 December

R+=A=+—H
2007 2006
—EELF ZETREF
RMB’000 RMB’000
ARETT ARBTFT
0-60 days TER1+H 47,831 36,040
61-90 days NT—ZNTH 7,567 6,744
Over 90 days N+BAE 23,524 17,653
Total L 78,922 60,437
The average credit period on purchases is 80 days. The Group has ?%T%ﬁﬁﬁﬁqzi"ﬂ*fﬁﬁ%ﬁﬁ/\‘f’ H - NEEE §lE %R
financial risk management policies in place to ensure that all payables REEBR  UEERMEENFNEBEERNE
are paid within the credit time frame. ESENI
Included above are payables to related companies amounted to RMB EXFEAERNBEARRARBZTL(ZZEE R
Nil (2006: RMB112,000) (see note 36(vil). & : ARME 112,000 78 ) (RLHHEES6 (vii)) °
23. AMOUNT DUE TO A RELATED COMPANY 23. REAEQTFIE
At 31 December
R+t=BA=t+—8
2007 2006
—EELF ZETRF
RMB’000 RMB’000
ARETR ARETT
Shandong Shouguang Juneng Holding RSN EEIERERBRAR]
Group Co., Ltd. - 14,265
The amount due to related company were of non-trade nature, interest- REAERRFIBERIESHE 2L REERR B
free and unsecured which was fully repaid during the year. RERNBEEE -
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24. EMPLOYEE HOUSING DEPOSITS

24, ETEERES

At 31 December

R+=A=+—H
2007 2006
—ETLF —ETREF
RMB’000 RMB’000
AR¥T T AREETIT
Basic deposit portion EXRRFEZED 26,846 27,292
Original amount of installment portion HHNFH S BRI RE 21,300 25,453
Less: imputed interest adjustment on B PR EE T SR
initial recognition (2,034) (2,944)
19,266 22,509
Installment portion refundable: AR [ 5 BRI B
Within one year —FR 3,857 4,153
In more than one year, but not exceeding BB —FETBE _F
two years 4,817 3,459
In more than two years, but not more B FE EBRSF
than five years 10,592 14,897
19,266 22,509
Less: Installment portion refundable within & : IR RENBEE F—ERK
one year shown under current JHHE’JTiﬂ 7 EARTRRE D
liabilities (3,857) (4,153)
15,409 18,356
The Group offers quarters to the staff with the aim of promoting AEBERMETRERES  BEEBEALEERE

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 amounts placed as housing deposit
was determined based on a point-based deposit and tender system.

The employee housing deposits consists of two portions, the basic
deposit portion and installment portion. Basic deposit portion is interest
free, unsecured and repayable one month upon the return of the staff
quarter by the employee or termination of employment. The installment
portion is unsecured and repayable by installment with 30% at the
end of the third and fourth year from the date on which the installment
portion is received. The remaining 40% of the installment portion
is repayable at the end of the fifth year from the date on which the
installment portion is received.

The imputed interest of installment portion on initial recognition and
recognition of interest expense is determined with reference to the bank
deposit rate of 3.88% per annum.

MRS - EeEEmARERE  THHETHE s °
BRE TEESGBNE - BSREARERAA

//\F'J%I%M‘H%Jﬂ%u $%IL¢WI§§IH&
BHEERESIE— **éé FERBZHNTE
BEtn %H&&’f?%ﬂﬁmf’

E'\Ibf%):f% ﬁEE‘FWI*B"Z X - BNEZANERFE & AP
ROBNRED c BERARESHD DRSS ﬁa‘ﬁ
%ﬁ&ﬁ(\\%l?&@EITE%&E}%E\I%&HEFH?&—1
ARIEE - 2B FRER D Th B0 &l Y 3 o3 B3
Kby A E=RENFED RIEE30% -
HA SR AR D 87 T B0 40% 78 fa U B o3 B Sk B 2 B B4R

EAFAFREE
D HIS SRER 0 0 B A SR WX RE R K M BB S Y

RELRIRITFREFEISSEMERE °
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25. BORROWINGS 25. B
At 31 December
R+=—A=+—8H
2007 2006
—EELF —ETREF
RMB’000 RMB’000
ARET T AREEFIT
Bank loans RITE K 102,220 251,608
Government loan (Note i) BT E R (BIED) 9,750 9,750
Loan from Merry Boom #eraEEA
(Note ii) ETR (M) - 123,644
111,970 385,002
Secured (Note iii) AR (PR 52,220 25,608
Unsecured fEH 59,750 359,394
111,970 385,002
Carrying amount payable: FERTRRTEIE
On demand or within one year REREF—FA 92,885 101,608
In more than one year, but not exceeding  RiE—F{E BB _F
two years 886 274,308
In more than two years, but not more than i@ — F{ENBBAF
five years 12,659 1,773
In more than five years HBERF 5,540 7,313
111,970 385,002
Less: Amounts due within one year shown & : fE g BEE F—FR
under current liabilities FER 258 (92,885) (101,608)
19,085 283,394
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25. BORROWINGS (Continued)

ik (&)

Notes:
Government loan is unsecured, interest free and fully repayable by 6 April 2019.
The loan is repayable by 11 annual installment commencing from 6 April 2008.

ii. Loan from Merry Boom is unsecured, interest free. The loan balance was
capitalized upon listing of the shares of the Company on Stock Exchange.

iii. As at 31 December 2007, secured bank loans were secured by discounted

bank acceptance bills of RMB22,220,000 (2006: RMB25,608,000) and
building and prepaid lease payment of RMB30,000,000 (2006: Nil).

The Group’s fixed-rate and variable-rate borrowings at the balance sheet date are as

follows:
Fixed-rate borrowings ELER
Variable-rate borrowings FEER

The ranges of effective interest rates (which are also equal to contracted interest rates)
on the Group’s borrowings are as follows:

Effective interest rate: BEERF=
Fixed-rate borrowings ELERK
Variable-rate borrowings FEER

The Group has variable-rate borrowings which carry interest at basic medium to long
term lending rate quoted by the People’s Bank of China.

BIFES TR - %8 RER-F—NFEHANERE
HHE - ZEFER —TT/\FHARARRES 11 HE

o

i

RENERREER - 28 - BEREHRNARR ARG
R PT ERBRER -

RZZTLHFF+A=1+—H  AHEPBTERAER
TRREZRITE AR 22,220,000 (=TT RF :
AR #25,608,0007T) REFLRFEMEERARE
30,000,000 7T (=T ZRF : Tio) A -

B AEENERERLZEETAT

2007 2006
—ERLE R G
RMB’000 RMB’000
ARMT 7 ARBF
81,970 263,003
30,000 121,999
111,970 385,002

AEEEFNERNEHE (FERSOREMNZ) AT -

2007 2006
—EELF ZETREF
6.57% 5.58% to 6.3%

6.3% to 7.74% 5.76% to 6.3%

AEERT B R B A RRTFRA R A - REER
Flkste -
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—BTLEtoAST-ALEE

25. BORROWINGS (Continued)

25. ek (&)

98

Notes:

The Group’s borrowings that are denominated in currency other the functional
currencies of the relevant group entities are set out below:

Hong Kong Dollar
As at 31 December 2007
As at 31 December 2006

As at the balance sheet date, the Group has the following undrawn borrowing facilities:

Floating rate SN
— expiring within one year —R—FREH
— expiring beyond one year —R—E&REH
Fixed rate ER
— expiring within one year —R—FREH
— expiring beyond one year —R—E&RE|H

BiIRE

W IEATRRA S B R

BEEKGHENASEE

REHNMAT

RMB’000
ARBF
123,644

REHR - AEBADBEREERNT
2007 2006
—¥RLE —EENE
RMB’000 RMB’000
ARMT 7 ARBF
20,000 21,800
20,000 3,000
138,000 -
178,000 24,800




China Starch Holdings Limited Annual Report 2007 FEIRBZEREMRAE —TTLFFHR

Notes to the Consolidated Financial Statements

e MR MR

For the year ended 31 December 2007
HE_ZTTtF+_A=1+—HILFE

26. DEFERRED TAXATION 26. EEHE
The deferred tax assets recognised by the Group and movements AEERFRNERNRELERIBEEMEEFHINT ¢

thereon during the year are as follows:

At 1 January 2006

Effect of change of tax rate

Credit to consolidated income
statement for the year

At 1 January 2007
Effect of change of tax rate
Charge to consolidated

income statement for the year

At 31 December 2007

Realised gain
on injecting
property, plant
and equipment
and land use

right as capital Impairment
contribution of property, Temporary
EAME - plant and difference
BERERE equipment on expenses
1 it {5 FARE Y% - BE  recognition
EREEN &L X HERH Total
BE W HYR{E R ERE a5t
RMB’000 RMB’000 RMB’000 RMB’000
ARET T ARETT ARET T AR¥ET T
RZZTZEF—HA—H (1,834) 3,806 6,642 8,614
MERBENTE 359 (1,277) (779) (1,697)
RFEfRE Wk
(142) (208) (5,199 (5,549)
R=ZTZT+F—H—H (1,617) 2,321 664 1,368
TR 2 128 (154) (43) (69)
RERGFEERER
g[S (116) - - (116)
RIZTEZTLF
+=A=+—H (1,605) 2,167 621 1,183
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27. DEFERRED INCOME

27. EFEWA

At1 January 2006
Additions
Amortisation for the year

At1 January 2007
Additions
Amortisation for the year

NEEHH

R-ZFFLF—A—H
-yl
A EH

At 31 December 2007 RZZTZTLF+=A=+—H

The deferred balance of staff quarter rental income is determined based
on the difference between the nominal amount and the fair value of the
installment portion of the employee housing deposits (note 24) at initial
recognition. It is amortised over the expected occupancy period of the
staff quarter by the employee of 5 years on a straight-line basis.

Steam connection income represents the payment received/receivable
from customers for the connection of steam pipelines.

100

Steam
Staff quarter connection
rental income income
EBIWE =5 Total
HAEWA ERBA &5t
RMB’000 RMB’000 RMB’000
ARBT T ARET T AR¥T T
1,691 8,747 10,438
2,310 1,226 3,536
(714) (1,129) (1,843)
3,287 8,844 12,131
- 7,270 7,270
(811) (1,167) (1,978)
2,476 14,947 17,423

ETREHSBERABERZETIFERES (M
it 24) Wy B KB 0 R R V) RE R R R E (E B 2 F
ENERET - ZFFENEREERRETIER
STEEHRnFEE -

FAEBBMAEREFERFASEENER K
IR °
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28. SHARE CAPITAL 28. &<

Ordinary shares of HK$0.1 each HR0.1 B LA L AR
Authorised SEE
On the date of incorporation and ReEfa sz B H &

at 29 November 2006 R=ZZEZEF+—A=1+hA
At 31 December 2006 RZTEZRFE+_A=+—H

Increased on 5 September 2007 (Note i) A =ZF+4 1 A 7 B0 (Fii)

At 31 December 2007 RZZEZ+F+_A=+—H
Issued and fully paid ERITRAR
1,000,000 share allotted and issued nil e Sz B HARE 25 K 3897

paid on date of incorporation (Note i) 1,000,000 IR AR SR AR 1D (Bt EE i)
Issue of shares on Group MREEEAR T

Reorganisation (Note ii) R (BtsEii)
At 31 December 2006 RZZZRF+_A=1T—H

Shares issued upon capitalisation (Note iv) &AL FF 21T (FF5Eiv)

Shares issued upon loan capitalisation BEREARFEITRG
(Note v) (FF=EV)
Shares issued upon global offering ERBEREITRG
(Note vi) (P =Evi)
At 31 December 2007 R_ZEZtF+=_A=+—8H
Shown on balance sheet as REEBERIIR
(RMB’000) (AR®BFIT)

Number of Share Shares capital
B &S

’000 HK’000

T FET

2,000 200
2,000 200
998,000 99,800
1,000,000 100,000
1,000 =

500 150

1,500 150
348,000 34,800
500 50
172,500 17,250
522,500 52,250
50,477
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28. SHARE CAPITAL (Continued)

28. x4 (%8)

102

Notes:

Vi.

The Company was incorporated in the Cayman Islands on 29 November 2006
with an authorised share capital of HK$200,000 divided into 2,000,000 shares
of HK$0.1 each and 1,000,000 shares were issued at nil paid on the date of
incorporation.

On 15 December 2006, the shareholders transfer an aggregate of 240
shares of US$1 each, being the entire issued share capital of Sourcestar,
the intermediate holding company of Golden Corn, to the Company in
consideration of and in exchange for (i) 500,000 new shares allotted and
issued, credited as fully paid and (ji) credited as fully paid at par the 1,000,000
nil-paid shares issued on incorporation.

Pursuant to shareholders’ resolution dated 5 September 2007, the
authorised share capital of the Company was increased from HK$200,000
to HK$100,000,000 by the creation of an additional 998,000,000 shares of
HK$0.1 each.

Pursuant to shareholders’ resolution dated 5 September 2007, 348,000,000
shares of HK$0.1 each was issued to Merry Boom upon capitalisation at
special reserves of the Company on 5 September 2007.

Pursuant to a shareholders’ resolution dated 5 September 2007, the Company
issued 500,000 shares HK$0.1 each to Merry Boom, as capitalisation of loan
due to Merry Boom on 5 September 2007.

On 25 September 2007 and 22 October 2007, an aggregate of 172,500,000
shares of HK$0.1 each in total were issued by way of placing to professional
and institutional investors and public offering to the public at a price of HK$2.22
per share including over-allotment shares.

B

Vi.

ARFRZBEANE+— A+ L BERRASEE MK
3 0 RFEMRAN /200,000 7T ¢ 9 42,000,000/% & AR E
B0.1757TRIBRD + 1M 1,000,000 B kAR Sz B BALAR
BRI BT ©

REZZTZARFH_A+ARA - REEIRE K240 T
H1E 1 ETH iR (B€ FRAEBE AR A 8] Sourcestar
WEBERITRA) TARF] + LARE RIRE() 500,000
AR B AR 8 KBTI AR R RO FTAR AR B (i) A RE R A 32 e
#9 1,000,000 BIZE EARGAL

BEASHA-ZSZLFENARTANBRERESR  E88
HNE%37998,000,000 % FAXEI(EO. 1B TTHIAR () + AN &
#9y5TE A& ZN B 200,000 7 738 11 % 100,000,000 AT ©

BEASHA-ZTLFENARANBRIRESR B4
% R=ZTTLFNAABRER RN EREE
%17 348,000,000 Ax S AXEI(E 0.1 BITHIAR (D °

BEAHA-ZTLFENARANBRERESR - AQF
RZZTZ+F 1A A B A1a#E %17 500,000 R EAREE
0.1 BTG - ERAERNMEARABIRIGEMER

R=ZFZLFAA=-THEBR=ZTLF+A=1=
B - ERIRERARGD 2.2 BTTHER - MEEREAR
BERMERD  RAABRATABRZERMMEITEE
172,500,000 A B AR EI{E 0.1 BT HI AR 1 (B FE B RE AL AR
B&) °
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29.

—EFELF A= BLERE

CAPITAL RISK MANAGEMENT

29.

EXREREE

30.

The Group manages its capital to ensure that entities in the Group will
be able to continue as a going concern while maximising the return to
stakeholders through the optimisation of the debt and equity balance.

The capital structure of the Group consists of debt, which includes
loans and borrowings as disclosed in notes 24 and 25, and equity,
comprising issued capital, reserves and retained profits as disclosed in
the consolidated statements of changes in equity.

The management of the Group reviews the capital structure
periodically. As a part of this review, the management considers the
cost of capital and the risks associated with each class of capital. The
Group will balance its overall capital structure through the payment of
dividends, new share issues as well as issue of new debt. The Group’s
overall strategy remains unchanged from prior year.

FINANCIAL INSTRUMENTS

30.

AEBEERER  UEANASBENERBSRSE
REEE  BRBLERREAEHRBEEREA
HRRA LR

REBNEARBHER (RERHE24 25 KE
MERREER) - MEE (RRGEESESHRAM
BRENEHETRAN - FEREEEH) AKX -

7R B ER T SR T E ARG - (AR AT — 8
5 EREEREARARSERREAEHNE
o A ST AR B TR R (T R
FRTGHRBOEAEE - AREOEREI
KRBT -

£emIT A

Categories of financial instruments

Financial assets: SREE !

Loans and receivables ERRENR(BERe R
(including cash and cash equivalent) REEEY)

Financial liabilities: SRBE

Amortised cost AR

Financial risk management objectives and policies

The Group’s major financial instruments include borrowings, trade and
note receivables, trade and bills payables, employee housing deposits,
pledged bank deposit, bank balances and cash and amounts due
from/to related companies. Details of these financial instruments are
disclosed in 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.

ST EER
2007 2006
—EELE —ETRF
RMB’000 RMB’000
ARET T ARETT
509,437 233,827
253,915 604,886

SEEREE B ZEEBER

AEENTIESHTABREREE BEZREEEK
R BEREBREMNS BEFERES CER
RITER - RITER LB ENEEQRNRE
RSB - 2EeMTANFHBCAERBONER
B o 2SR T ArHER AR MR % SRR H K
RIVRN T - ERE R EE N EEZ TR R AR
TREE KBS0 B WU B HEE B fE it o
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30. FINANCIAL INSTRUMENTS (Continued)

30. £RELT A (&)

104

Market risk

(i)

Foreign currency risk management

The Group undertakes certain transactions denominated
in foreign currencies, hence, exposures to exchange rate
fluctuations arises. Approximately 12% 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 carrying amount of the Group’s foreign currency
denominated monetary assets and monetary liabilities at the
respective balance sheet dates are as follow:

Assets EE
United State Dollars ETT
Hong Kong Dollars BT
Great Britain Pound T
Euro Dollars BL T
Liabilities afE
United State Dollars £
Hong Kong Dollars T

™% E A
() INEmEREE

AEBETNE TRHANINEBEL - Fitk
REBBRERE FAAER o AEBHER
12% IAKBERBHINGEER AN 2 BT
5IME

AEEBBTIEMIINE LR 2 BB E IR
HINEER -

AEBESNEHENEBEERERAER

FHEEARBREERT :
2007 2006
S “BERF
RMB’000 RMB’000
AR¥T T ARETTT
1,620 12,806
54,469 -
9,093 -
9,279 -
74,461 12,806
3,251 -
1,440 123,644
4,691 123,644
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30. FINANCIAL INSTRUMENTS (Continued)

30. SR T A (&)

Market risk (Continued)

(i)

Foreign currency risk management (Continued)
Sensitivity analysis

The following table details the Group’s sensitivity to a 6%
appreciation in the RMB against the US Dollars and Hong Kong
Dollars, 1.44% appreciation in the RMB against Great Britain
Pound and 5% appreciation in the RMB against Euro Dollars.
The respective rates are the sensitivity rates used when reporting
foreign currency risk internally to key management personnel and
represents management’s assessment of the possible change
in foreign exchange rates. The sensitivity analysis includes only
outstanding foreign currency denominated monetary items and
adjusts their translation at the period end for a change in foreign
currency rates. The sensitivity analysis includes external loans,
trade creditors as well as bank balances and trade receivables.
The effect of the change in currency rate when the RMB
strengthens against the relevant currency is as follows:

P& AR (E1R)

Profit or (loss) after taxation

Bii& MRk (B518)

Profit or (loss) after taxation

% E kR ()

()

SMNEE R ETE ()

TRFMASEGR AREHBETRATH
BRRE LF6% - AR IR EF1.44%
AR AR S IRBUT EFH5% o & FI R 9 BIURK
B BRRIEHIINERBLEEZEEAE
RREREETEH TR INE H K o 5
RRE DT R BIELAIMNESHER KR A (ETE
B KR EAR A INES 3 6 58 1 B Bl T 5 B SN B
- GRREBEINDER  BEHEMRK
RITIRERBRESEWK - EAREAE
R AR EREBH SRR ENT

United States Dollars Impact

Eys 2
2007 2006
= —ETREF
RMB’000 RMB’000
ARBT R ARETT
(98) (154)

Hong Kong Dollars Impact

B
2007 2006
—BTLF ZETRF
RMB’000 RMB’000
ARBTR ARBTT
(3,182) 2,473
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30. FINANCIAL INSTRUMENTS (Continued) 30. @I A (&)
Market risk (Continued) ™SR ()
() Foreign currency risk management (Continued) 0 SIEEEREE ()
Sensitivity analysis (Continued) BIRE LT ()

Great Britain Pound Impact

HEW
2007 2006
—EFLE —BERE
RMB’000 RMB’000
ARMT T ARMF

Profit or (loss) after taxation g R (58) (455) -

Euro Dollars Impact

Bee
2007 2006
ZEELF ZETRF
RMB’000 RMB’000
ARBTR ARETT
Profit or (loss) after taxation B FE (&518) 134 -
(i) Interest rate risk management (i) FEEEEFE
The Group has exposed to fair value and cash flow interest RRIRITHIGH RS - REBARITER
rate risks due to the fluctuation of the prevailing market interest LRTEEYNEENERGTE - BETFEH
rate on bank deposits and bank borrowings which comprise & ARZEEEEKMEE A FERRE
both fixed, subject to negotiation on annual basis, and variable MENFEE - AEENAFEMNERRE
rates borrowings. The Group’s fair value interest rate risk relates ZHABRFEMERTEEEH(ZEEEFE
primarily to its fixed rate bank borrowings (see note 25 for details 25M15E25) - AEBNAY A B2 EBRITE
of these borrowings). The Group is also exposed to cash flow RBenENEER (ZERBEFBEL2HM
interest rate risk in relation to variable-rate bank borrowings (see 7125) c AEEWEFRERITESHTAEE
Note 25 for details of these borrowings). The Group has not used TTED R AR R E R o
any derivative contracts to hedge its exposure to interest rate
risk.
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30. FINANCIAL INSTRUMENTS (Continued) 30. £ET A (#)
Market risk (Continued) ™SR ()
(i) Interest rate risk management (Continued) (i)  FIEERERE (&)
Sensitivity analysis (Continued) BT ()

The sensitivity analyses below have been determined based
on the exposure to variable interest rates for variable-rate bank
borrowings, the analysis is prepared assuming the amount of
liability outstanding at the balance sheet date was outstanding for
the whole year. Interest rates had been increased/decrease by
50 basis points is used when reporting interest rate risk internally
to key management personnel and represents management’s
assessment of the reasonably possible change in interest rates.

If interest rates had been increase/decrease by 50 basis
points and all other variables were held constant, the Group’s
profit after tax for the year ended 31 December 2007 would
decrease/increase by RMB224,000 (2006: decrease/increase
by RMB767,000). This is mainly attributable to the Group’s
exposure to interest rates on its variable rate borrowings.

AT SRR E DT T ERIZ B fﬁ?ﬂﬁgﬁﬁﬂﬁ
BZBFIERERETE - ZD M HEBRENEE
BRI MR EE B ERZEE BRI rc‘-ﬁi
HEMRE MEBEEABRNPERF R
R Es - FIFASEFR50 EEBE AL, R
2 RREBEHMNEZNEIREEZEIEL
KIRTAR ©

KR =12 00,5 > 50 EEZL - M H b &
FRFENE  AAKEHE T LF =
BA=+—BIEFENHREFBEBERLD 18
ARBE224,000 (=T RF - WD 180
AR 767,0007T) ° W EZHRAEE
MR AZEEE -
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30.

FINANCIAL INSTRUMENTS (Continued)

30. €@ T E (&)

108

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 limited 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 financial
statements after assessing the collectability of individual debts. The
credit risk on liquid funds is limited because the counterparties are
reputable banks in the PRC.

The Group has no significant concentration of credit risk in respect of
the trade and other receivables, with exposure 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.

The Group relies on bank borrowings as a significant source of liquidity.
As at 31 December 2007, the Group has available unutilised bank loan
facilities of approximately RMB178,000,000 (2006: RMB24,800,000).
Details of which are set out in Note 25).

fEHEER

AEENEERRIZREE=TEFIRER - &
BEEDSHIFIEERK XM ERMAENEER

G o
N

ERMNIAHERT  AKEENEEREETR
MEREMREEREFPIILEERE - SRERK
FERE  ARENERECZR—HAEREE
EEERE  FEHERRAMBEERRRF - BRER
EURETEAR MAHRE - EESEARRE
RIELRRE - AKEEE BRI LT EER
HIRTRENE - (HEEE BB R - KRN LIHAR
SHEEMEPHEN  HEBENTSEMEIEZ®R - M
AReR/TAIERmE R ZRYGKIELFFERE -
UL E - AR BWESZHERZT EHARRE
1K - M B R4 B IR RO AT = 1 2 1R B 75 3R
RPFENRER BB BETERR - ARYFH
BRPBEAEENRT  MULRBESNEERR
BR -

HRESMEMEERME  AEEYESEETH

EERR - RRESBRE2HFHRES
TENE & E R

RERRBDECRR  AKESFELEE  $H2
MR EBYRIFEEEERR/IT KT - AR
NAKENRERBLRERSRENBOTE -

AEBKBRITEZTEAEZENRDES IR - K
BT FF+_A=+—H AEBEZAHAIET
B34 A AR 178,000,000 7T (ZEERF 1 AR
#24,800,0007T) ° EFFBEEHNHIFE25
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30. FINANCIAL INSTRUMENTS (Continued)

30. £RELT A (&)

Liquidity risk (Continued)

Liquidity table

The following table details the Group’s contractual maturity for its non-
derivative financial liabilities. The table has been drawn up based on the
undiscounted cash flows of financial liabilities based on the earliest date
on which the Group can be required to pay. The table includes both
interest and principal cash flows.

REE = EE ()

RBELKE

TERAFAEBNFTESRABENSOMR - %
RNDERNAKEAFHNNREBHRESHA
BERARFTRBESREHE - RRINAMERAEH

I B=
%//lu; °©

Weighted
average
effective Less More Total
interest than 1-6 6-12 1-2 2-5 than5 undiscounted Carrying
rate 1 month months months years years years flow amount
R-Z5tE
TZH
mETH DR $-Z ERE #r  =t-R
BRflx iR AR TZA $-E-% E-Fnf BRI EREAE  NEREE
%  RMBO00  RMB0OO  RMBOOD  RMB000  RMB0OO  RMBOO0  RMBO00  RMB00D
% ARTERT ARTERT ARTET ARTEL ARTER ARTER ARTELT ARTHR
2007 ZBRLE
Non-derivative financial iabiities ~ 3EfT4A 4 REE
Trade and other payables B REMERNR - 73,131 22,702 - - - 95,833 95,833
Loans 83
~ interest free ~#E - - 665 886 2,659 5540 9,750 9,750
—fixed rate ~-E8 B.57% - 22,220 51,643 - - - 73,863 72,220
~ variable rate ~%E 7.158% - - 21,369 10,747 - - 32,116 30,000
Employee housing deposit RERREHEH 3885% 26,846 3,956 - 5,143 12,201 - 48146 46,112
26,846 99,307 96,379 16,776 14,860 5,540 250,708 253,915
2006 —ZERE
Non-derivative financial iabiities ~ 3EfTA 4 BERE
Trade and other payables BHRAMERR 9% 54,502 2,717 - - - 771,317 77,317
Loans £
- Interest free ~-&8 - - - 664 1,773 7313 9,750 9,750
—fixed rate i) 6.3% = 101,608 = 30,559 = = 132,167 129,609
- variable rate -28 6.3% - - - 136,807 - - 136,807 122,000
Amount due 1o a related party R—%BEANTHE - - 14,265 - - - 14,265 14,265
Employee housing deposit EERREER 3885% 27292 - 4,052 3,857 17,344 - 52,745 49,801
Dividend payable ke 78,500 - - - - - 78,500 78,500
Loan from shareholder REEH 6.57% - - - 124,450 - - 124450 123 644
105,890 156,110 41,234 296,337 19,117 7313 626,001 604,886
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30. FINANCIAL INSTRUMENTS (Continued) 30. €M I A (&)
Fair value of financial instruments SRITANATE
The fair value of financial assets and financial liabilities are determined CRHEERESHEENATERE RARTER
in accordance with generally accepted pricing models based on N BRI ERES T EF AT BRNI[ITH S
discounted cash flow analysis or using prices from observable current RSEEMETE °
market transactions.
The directors consider that the carrying amounts of financial assets BEEZRE  REEMBHRENREENANENS
and financial liabilities at amortised cost in the consolidated financial MEENTHEENEAEEENFERE -
statements approximate to their fair value.

31. MAJOR NON-CASH TRANSACTIONS 3. TEHFRERH

110

The Group had the following major non-cash transactions during the

year:

)

(i)

(i)

(V)

Bank acceptance bills receivable of RMB14,177,000 (2006:
RMB13,626,000) for the year have been used to settle amounts
payable incurred for plant and equipment under construction.

Bank acceptance bills of RMB15,200,000 for the year ended 31
December 2007 has been received as part of consideration of
disposal of leasehold land.

Amount of RMB4,820,000 at 31 December 2007 (2006:
RMB5,500,000), being personal income tax (20% of dividend
to be distributed) upon the dividends paid to the shareholders
was withheld by the Company for future payment to the local tax
bureau.

Pursuant to a shareholders resolution date 5 September 2007,
borrowing due to Merry Boom amounted to be RMB129,5883,000
and amount due to Merry Boom amounted to be RMB922,000
were capitalised as set out in note 28.

REERNFAENTEIRIHRLRS :

) ZAXEEHNRTAILZEBEEURAAER
¥14177,000( Z T2 SN F: AR K
13,626,0007T) * ARG TEERE KX EFT
EERENESE -

iy BHE_ZT+E+-_A=+—HILFEKNE
1TEH Z A R 15,200,000 7T Ty 1E A H &
FHE 1t A EB 5B i YER ©

iy RA-TZE+LE+-_A=+—HELEAARK
4,820,000 7T (ZEZ/XF : AR 5,500,000
JL) KIEIE - BLRAT AR R AR B8 ;0 (B A TS HL
WA (8 5 TR B B B 20% ) AN A R /E R
BINEMBBZA -

vy BEBHA-_ZTLFNARBNRERZ
= - RIgEBEFE AR 129,583,000 7T &
RAGEEFRIAZE AR EE922,0007T Ty 40 5£28
Frak B fEE N -
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32. OPERATING LEASE COMMITMENTS 32, REHERIE

For the year ended 31 December

BEt-A=+—HEE

2007 2006
—E2TtHF ZETRF
RMB’000 RMB’000
AR¥TR ARETTT
Minimum lease payments paid under FRIEEERET T8
operating lease during the year: HEHEESE
Premises BRAME 196 238
At the balance sheet date, the Group had commitments for future REEH - AEERETIHESCEHEN BB
minimum lease payments under non-cancellable operating lease which ERESERER L MEROT :

fall due as follows:
At 31 December

R+=A=t+—8H
2007 2006
—EELF ZTTRF
RMB’000 RMB’000
ARBTR ARETTT
Within one year —FA 532 8
In the second to fifth years inclusive F_FEERT (BRIEEREMT) 915 8
1,447 8
Operating lease payments mainly represent rentals payable by KEHES T EEAERETEIRERNAE
the Group for certain of its staff quarters and office. The lease are RFENTS - TEEMENAH—2=F

negotiated for terms from 1 to 2 years.

33. CAPITAL COMMITMENTS 33. EAXREIE
At 31 December
R+=—A=+-—H
2007 2006
—EELF ZTTRF
RMB’000 RMB’000
ARBTT ARKETTT
Capital expenditure contracted BRABEWE  WEK
for but not provided for BRI E ETAVERTE
in the financial statements W5k AE AR
in respect of acquisition BERFEZ
of property, plant and equipment 455 411

111



China Starch Holdings Limited Annual Report 2007 FEIRBZEREMRAE —TTLFFHR

Notes to the Consolidated Financial Statements

e MR MR

For the year ended 31 December 2007

HE

34.

—EFELF A= BLERE

SHARE-BASED PAYMENT TRANSACTIONS

- MR X ARENRS

35.

The Company's share option scheme (the "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 Scheme, the Board of Directors may grant options to eligible
employees, including directors of the Company and its subsidiaries, to
subscribe for shares in the Company. The Scheme will remain in force
for a period of 10 years commencing on the date on which the 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 Scheme and any other share option scheme adopted by the
Company must not in aggregate exceed 30% of share capital of the
Company issue from time to time.

As at 31 December 2007, no options have been granted under the
share option scheme of the Company.

RETIREMENT BENEFITS SCHEME

35.

AATRBEAER B (%A 8 D) DRER —_TF+

FNATRBBN—AZRMEAN  T2EHE
REEREERESRMIER - REZE EF
gRAEERER (BEARRAMMNBARMNES)
RIEBREARBBAR RN o Zat 81BN
ZBEGFTFRABR - AITEREZ EIXA A A
R I bR AR 810 PT A E R R ARTT
ER BRI AT REAS B THIR M B A LR » TS
BARRB TR EITARAN30%

R=FTLF+-A=+—~
BB B o E R AR -

RASBRIGE

C BERBAAEE
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Defined contribution plan

The Group operates a Mandatory Provident Fund Scheme (“MPF
Scheme”) for all employees in Hong Kong. The assets of the MPF
Scheme are held separately from those of the Group in funds under the
control of trustees.

The employees of the PRC subsidiary are members of the state-
managed retirement benefits scheme operated by the PRC
government. They are required to contribute 20% of their payroll to the
retirement benefits scheme to fund the benefits.

The only obligation of the Group with respect to these pension scheme
is to make the required contributions.

The total expense recognised in the consolidated income statement
of RMB2,995,000 (2006: RMB2,632,000) represents contributions
payable to these plans by the Group at rates specified in the rules of the
plans. No forfeited contributions are available to reduce the contribution
payable by the Group in the future years.

FEM RS

AEBERMBERBNEERY —HRHIEATES
HEI([RESFE ) - BEDF BN EERAEE
MEENF @ AXFEAZGNESEE

R E AR EE S ST EBRTEENESRK
BAFHIHRE - REARKE TEMN20% AR
RAFT IR o

AEEHESE
K e

RINET &I ME—BERIELRENMH

e H&z 57 NAERR M 48 7 2 B A R 2,995,000 7T
(ZZZRF : AR¥2,632,00070) ' FEAEEIEET
%M%fm TE BB K M ST 82 A AR o W ER
SRU Y SR AT AT AN SR B AR SR R Y R SR o
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For the year ended 31 December 2007
HE_ZTtF+-_A=1+—HILFE

36. RELATED PARTY TRANSACTIONS

36. FE

R5

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

(i) Sales and purchases

RER  AKBEEBETFILATRS

() HERKE
Trade sales Trade purchases
BHHERE BE KB

Year ended 31 December Year ended 31 December

BE+-A=1T—HLEE BET-A=t—HILFE

2007 2006 2007 2006

—EELF —EETRF —EZLHF BT RF

RMB’000 RMB’000 RMB’000 RMB’000

AR¥TT ARETIT ARET T ARETFT

Related companies (note (a)) BaE N Al (fEE @) - - 352 22,225
An associate lil/NE]| 118,243 84,339 - =
118,243 84,339 352 22,225

Sales and purchases were based on contracted price.

(i) Sales of electricity and steam

Related companies (note (a)) FAE AT (M5 ()
An associate (note (b)) B N e (MI5E (o))

Sales of electricity and steam are based on contracted price.

(ii)

HEBRKRBERBEANERE -

EHMEHER

Year ended 31 December

BE+=-A=+—HLEE

2007 2006
—EFLF —BERF
RMB’000 RMB’000
ARMTR ARMFTE
65,819 40,380
3,152 3,800
68,971 44,180

O RATHERREA OEEHE -
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36. RELATED PARTY TRANSACTIONS
(Continued)

. BEXS ()

114

(i)

(iv)

Commission income

An associate il /NE

Commission income is calculated at 1% on sales of modified
starch handled by the Group for the associate during the year
plus 4% on amount collected in respect of sales made in the
year.

From 1 October 2006, the associate terminated the provision of
handling service with the Group.

Salary expenses

A related company BAE T

Salary was paid to Juneng Holding Group at cost at a rate
determined with reference to the average monthly salary of staff
of Golden Corn engaging in similar function. Salary paid during
the year was a continuing connected transaction as defined
under Chapter 14A of the Listing Rules.

(iii)

(iv)

i EL ON

Year ended 31 December

BE+T-A=+—HLHFE

2007 2006
—eRtE —EENE
RMB’000 RMB’000
ARMT ARHTTE
- 3,379

RBEWAREAKEBRFEARZLE E QA RE
BB HEN SR 1% S IR AFE R H
ERENEFEA%AE -

MoBEAFHA—AE  ZHBARRA

SER IR AR IRARTS o

FEXH

For the year ended 31 December

BE+-A=1+—HLEE

2007 2006
—gTLE “FEAF
RMB’000 RMB’000
ARMT AREF T
6,950 14,844

HF2HRBESER AN ETRURBTNE
EMFHAFHMETE - BRAXNEERE
PR - RIFEMRAEIARRRESE - F
AXNH S RIFBBERS -
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36. RELATED PARTY TRANSACTIONS
(Continued)

36.

BERS (&)

(v) Interestincome

A related company (note (a)) BaE Al (M @)

The interest income was interest charged by the Group on the
amount due from a related company calculated at interest rate of
5.86% per annum.

(vi) Interest expense

A shareholder A&
A related company (note (a)) @A R (FE @)

The interest expense charged by a shareholder represents the
imputed interest expenses for the interest-free loan calculated at
effective interest rate of 6.57% per annum.

The interest expense charged by a related company represents
the interest expense for amount due from a related company
calculated at interest rate ranging from 0.72% to 5.58% per
annum, the amount had been fully repaid during the year ended
31 December 2006.

v) FBHA

For the year ended 31 December

BET-AS+—ALER

2007 2006
—ERtE —EENE
RMB’000 RMB’000
ARMT ARHETTE
- 1,996

MEWMARAEBERIBEK —FHREQFN
D - REFE5.86 EFHEMUKEEIFE

(vi) REXZH

For the year ended 31 December

BE+t-A=1t—HLEE

2007 2006
—seLE —TERE
RMB’000 RMB’000
ARBF 7 AREF
5,939 225

- 4,165

5,939 4,390

PR AT M B R HE R B B SR B & A
BHX - mFERFF6.57E5H -

—RER TR A SR IER
BERRMFIENNEFRX - REMNEO72E
5H8EFE  RARECRBE_TTNRF
TA=+T—HILFEBRER -
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HE

36.

—ETLEtoAST-ALEE

RELATED PARTY TRANSACTIONS
(Continued)

36. BEXS ()
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(vii) Accounts receivables/payables to related party

Amounts receivable from related FEUL BB A EIFRIA
companies (note (a)) (Mi%E (@)

Amounts payable to related FESRAE A RIFIR
companies (note (a)) (FF3E @)

The amounts outstanding are unsecured and will be settled
within the credit term granted. No guarantees have been given
or received. No expense has been recognised in the year for bad
or doubtful debts in respect of the amounts due from related
parties.

Note (a) Those related companies are subsidiaries of Juneng Holding
Group or the company on which Mr. Tian, the director and
shareholder of the Company, has significant influence.

Note (b) During the year, the sales of steam to Juneng Special
Steel amounted to RMB60,456,000 was also a continuing
connected transaction as defined under Chapter 14A of the
Listing Rules.

(vii) FEU PE{TERRREA LFIE

2007 2006
—EELF ZTTRF
RMB’000 RMB’000
AR®TT AREETIT
13,772 18,147

- 112

AR EERBDEERL BRI THOEE
HAREE - BRI EEER - NF
A ARFERR B B A R SRAE A O R R 2E
e

ke HEMEAAAEMERERNHEA
i$“ﬂ%%$%k%ﬁ%$%ﬁﬁiﬁ
7GR

M) RER @ HE TEREFHENEREARE
60,456,000 7T @ 1RIE ET AR RIS 14AZ AT
REE  HERANMARFERERS
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BE-FTLE+-A=t-ALFE

36. RELATED PARTY TRANSACTIONS
(Continued)

36. BEXS ()

(viil Compensation of key management personnel

The remuneration of key management during the years was as

follows:
Short-term benefits EHAE A
Retirement benefits RINEFTEI R

scheme contribution

In the opinion of the directors of the Company, all the above
transactions with the related parties were conducted on normal
commercial terms and in the usual course of Group’s business.

Save as mentioned above, none of the related party transactions
constituted connected transactions or continuing connected
transactions for the Company under Chapter 14A of the Listing
Rules.

(vii) TEEEEASNEMH

T2EEERFANFHMAOT

2007 2006
—BBLE —EENE
RMB’000 RMB'000
ARBTT AREFTT
1,775 657

86 28

1,861 685

BEENER  UEMBEBEALETH
RZRBREBBERGEINAEE R EEKA
TRFRETT

B EXFTiESN - RIBETHRBIE14AE »

BEREALRIBRARRBER ZHFHE
BER S

117



China Starch Holdings Limited Annual Report 2007 FEIRBZEREMRAE —TTLFFHR

Notes to the Consolidated Financial Statements

e MR MR

For the year ended 31 December 2007
HE_ZTtF+-_A=1+—HILFE

37. PARTICULARS OF PRINCIPAL
SUBSIDIARIES OF THE COMPANY

37. ARAFNEEMBE R FFE

Place/country
of incorporation
or registration/ Paid up/
operations Class of registered
Namd of subsidiary AMALSELT/  shareheld share capital
WEARAH gy /A% fEROEN &R /FRRR
Sourcestar Worldwide British Virgin Ordlinary US8240
Inc. Islands Lk UOET
ABEAREE
China Starch Group Hong Kong Ordinary HKS 1
Limited (note ) &k LEk 1871
(i)
Golden Com (note i PRC Registered RMB380,000,000
SEA (i) E Bt AK¥%380000,0007

Note: (i) The entity was established on 27 November 2007.

(ii) The entity was being a wholly foreign owned enterprise.

38. POST BALANCE SHEET EVENT

Proportion
Proportion voting power
owners hip interest held by
held by the Company the Company Principal
FAAMER AR activities
ERMLA REREAN  IEEEH
Directly Indirectly
E# ]
2007 2006 2007 2006 2007 2006
IERLE CTERE CERLE CERSF CEBtE CEEE
% % % % % %
100 100 - - 100 100 Investing holding
RERER
100 N/A - N/A 100 N/A Investing holding
il NER AER  RERRK
- - 100 100 100 100 Manufacture and sale
of cornstarch, lysine and
their related products
SEREETRRY
RRBRAREER
BIEE () ZEBR_ZETtF+—AZ+tHKL-
(i ZEBRIEBERE -
38. HEA®KSE

(i) On 10 March 2008, Golden Corn entered into an agreement

with BRBRELEMRRBRA

(Linging Deneng Bio

Technology Limited) to set up EpuEﬁﬁE%E%E%ﬁl‘E@ﬂ
(Linging Deneng Golden Corn Bio Limited) (“Deneng Golden

Corn”).

The registered capital of Deneng Golden Corn was contributed
as to RMB110,000,000 and represented by 85.94% of the
registered capital by Golden Corn on 12 March 2008. Deneng

Golden Corn was duly established on 13 March 2008.
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A summary of the results, assets and liabilities of the Group for the last four

financial years is as follows:

Results

Turnover
Cost of goods sold

Gross profit

Other income

Interest income

Distribution expenses
Administrative Expenses
Finance costs

Share of results of an associate

Profit before taxation
Taxation

Profit for the year
Attributable to:

Equity holder of the Company
Minority interests

Dividends recognised as distribution
Attributable to:

Equity holder of the Company
Minority interests

Earnings per share — basic (RMB)

AEERINETRFEEEE EERABZHEN

—F g
For the year ended 31 December
BE+-A=1t—HLEE
2004 2005 2006 2007
—“ETETNF —TTHF —TTRF ZBEEtLHE
RMB’000 RMB’000 RMB’000 RMB’000
ARETT AREFTT AREFTT AR%®Trx

L 975,754 948,205 1,031,506 1,349,962
SHER AR (852,908) (827,650) (836,267)  (1,084,677)
EF 122,851 120,555 195,239 265,285
E A A 9,212 9,033 10,631 31,695
A B UA 1,009 2,411 4,632 8,756
PaXic1E (26,792) (26,720) (31,944) (40,976)
TR (12,338) (17,180) (25,568) (37,985)
REE R AR (6,100) (12,408) (16,359) (20,495)
B — R A RERA 2,986 1,790 (3,475) (2,375)
BRI FE 90,828 77,486 133,156 203,905
GEl (26,883) 3,105 (18,766) (185)
ANEFEFH 63,945 80,591 114,390 203,720
AR A FEAS -

RARERFAA 31,979 40,918 66,574 203,720

DLHAR R 31,966 39,673 47,816 -

63,945 80,591 114,390 203,720

R AN IKEILE = = 108,000 70,794
LATR A L&A -

RARERFAE A - - 58,950 70,794

DY R - - 49,050 -

= = 108,000 70,794

AT — ER(ARE) 0.1218 0.1559 0.2536 0.6256
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As at 31 December
R+=—A=t+—H
2004 2005 2006 2007

“ETNE —TTHEFE —FTREFE ZBELE

RMB’000 RMB’000 RMB’000 RMB’000

ARBTIT ARETET ARETT AR%¥TR

Assets and Liabilities EEREE

Total assets BEERE 910,336 885,265 842,902 1,112,485

Total liabilities BERSE (690,264) (584,602) (659,117) (320,144)
220,072 300,663 183,785 792,341

Equity attributable to equity RARE=RFEA

holders of the Company FE(GHE R 110,058 164,111 183,785 792,341

Minority interests DB R M A 110,014 136,552 = -

220,072 300,663 183,785 792,341

The company was incorporated in the Cayman Islands and became
the holding company of the Group on 29 November 2006. The financial
information for the year ended 31 December 2004, 2005 and 2006 have
been prepared on a combined basis as if the current group structure had
been in existence throughout those years and have been extracted from the
Company’s prospectus dated 12 September 2007.
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