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31 DECEMBER 2021
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HIGHLIGHTS OF 2021 RESULTS
—ECFXEERRE

- The Group’s revenue increased by 29.1% to approximately RMB21,539.8 million in 2021 as compared to 2020,
primarily due to increased revenue contribution from food additives, animal nutrition and high-end amino acid.

- AEER - —FHRAR-_Z_ZTFIEIN29.1% =4 AR 21,539,800,0007T * F ZHRN R A 1A -
YL ELSERERNKRA BRI INPTE -

- The Group’s overall gross profit increased by 38.7% to approximately RMB3,905.3 million in 2021 as compared
to 2020, primarily due to the increases in the gross profit of animal nutrition and high-end amino acid products.

- AEBR _Z—FHNEBEEBENR_Z _TFIHEM38.7% ZX AKHK3,905300,0007T * FEHRBYWEE
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- Profit attributable to the Shareholders amounted to approximately RMB1,280.6 million, which represented an
increase of 103.3% as compared to 2020.
- A% B (% T A %) A R ¥ 1,280,600,0007T * T =T FIEMN103.3% °

- Earnings per share (Basic) was RMB50.55 cents (2020: RMB24.86 cents)
- HRAEMNER)ABARES0550 (ZTTF  ARKE24.86%)

- Return on equity was 10.1% (2020: 5.4%).
— BRABREA101%(ZTZTF : 54%) °

- The proposed final dividend is HK11.7 cents per share (2020: HK4.1 cents). The sum of paid interim dividend
and proposed final dividend is HK21.5 cents per share (2020: HK9.9 cents).
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ANNUAL RESULTS EFEXE

The Board is pleased to announce the audited consolidated results of EFEMAEM RESEVBERSEELR
the Group prepared under HKFRS for the year ended 31 December BEHEHE TS —F+_A=1T—HIEFE
2021, together with the comparative figures for the year ended 31 AEBRKEZAHEEBERBEE_S_ZF
December 2020, as follows: TZA=T—RILEFENLEBREFOT

CONSOLIDATED INCOME STATEMENT
EPtRER
For the year ended 31 December 2021 HE=—E-—F+-_A=+—HItFE

Years ended 31 December

BE+-A=t—-HLFE

2021 2020
—E-—F —ETF
Note RMB’000 RMB’000
k=3 AR%T ARBFT
Revenue L ON 3 21,539,841 16,690,736
Cost of sales SHE KA (17,634,565) (13,874,382)
Gross profit EF 3,905,276 2,816,354
Selling and marketing expenses SHE RIS HERS (1,401,171) (1,384,993)
Administrative expenses THRAZ (949,021) (816,618)
Net impairment losses on SREERERIEFE
financial assets (66,709) (11,344)
Other operating expenses HmgEMxs (21,254) (21,572)
Other income H fth o 2 4 223,148 381,594
Other losses — net Ha 8K — 55 5 (109,912) (166,942)
Operating profit BERF 1,580,357 796,479
Finance income BTN 6 118,547 189,585
Finance costs B TSR AR 6 (172,712) (206,058)
Finance costs — net B RS RAN — F BR (54,165) (16,473)
Share of net loss of associates accounted £% A #E 5% 71 BR & fE 15
for using the equity method N ELFEE (10,218) (9,369)
Profit before income tax BRET BB ANER 1,515,974 770,637
Income tax expense Fristif < 7 (235,334) (140,736)
Profit for the year attributable % 3R PE Ak R EE A
to the shareholders 1,280,640 629,901
Earnings per share for profit FRRREMLEF
attributable to the shareholders BRER
during the year
(expressed in RMB cents per share) (X BRARESZ2Z])
— basic — B 8 50.55 24.86
- diluted —#58 8 50.55 24.86




CONSOLIDATED BALANCE SHEET

EHEERER
As at 31 December 2021 RZE=Z—F+=ZH=+—H
As at 31 December
R+=—HA=+—H
2021 2020
—B-—F —T-THF
Note RMB’000 RMB’000
BtaE AR®T T ARBF T
ASSETS BE
Non-current assets RBEE
Property, plant and equipment Y - WE LG 9,284,867 9,748,815
Right-of-use assets TAEEE 794,761 766,778
Intangible assets B EE 48,323 50,751
Investments accounted for using the KAEREYRMIEE
equity method 9,090 18,818
Financial assets at fair value through BERAFEFABZH
profit and loss TRIEE 5,000 2,000
Prepayment A RIE 59,929 51,189
Deferred income tax assets RIEMEMREE 107,578 123,353
Total non-current assets EFBEEHE 10,309,548 10,761,704
Current assets REEE
Inventories rEe 4,592,966 3,781,228
Trade, other receivables JEUNE ZER N - EAth eI GRIE
and prepayments S SEENE ] 10 2,553,446 3,581,559
Cash and bank balances Ha MIRITES 4,054,846 1,231,202
Total current assets RBEERE 11,201,258 8,593,989
Total assets EEHAE 21,510,806 19,355,693
EQUITY Ex
Capital and reserves attributable BREMBREARFE
to the shareholders
Share capital & 243,261 243,261
Share premium f& 17 B 259,434 346,437
Other reserves EHAth 1 852,483 715,879
Retained earnings IR Wz 11,322,576 10,383,829
Total equity fEmBE 12,677,754 11,689,406




As at 31 December

R+=—A=+—H
2021 2020
—EB-—F —TFF
Note RMB’000 RMB’000
it ARETx ARET T
LIABILITIES =L
Non-current liabilities kRBERE
Other payables H b fE T IR 11 69,948 66,461
Deferred income PR AE W 2= 13 776,426 818,450
Borrowings BE 12 2,504,790 464,427
Lease liabilities HEealE 1,203 29
Deferred income tax liabilities RIEFMSHRAE 16,650 26,650
Derivative financial instruments TE2MITA 90,370 25,031
Total non-current liabilities FRBEEEE 3,459,387 1,401,048
Current liabilities RBAE
Trade, other payables and accruals BB SRR - Hh A IE
KT & A 11 2,780,278 2,609,315
Contract liabilities AHEE 3 685,866 505,105
Current income tax liabilities BIERFRIS A E 158,409 84,510
Borrowings BE 12 1,722,254 3,008,801
Lease liabilities HEealE 774 390
Derivative financial instruments PTEemIT A 26,084 57,118
Total current liabilities rBaEaE 5,373,665 6,265,239
Total liabilities BEHAE 8,833,052 7,666,287
Total equity and liabilities ExkBaEHEE 21,510,806 19,355,693




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BOFB IR EE

For the year ended 31 December 2021 i Z L -—F+_HA=+—HIEFE

1. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

This note provides a list of the significant accounting policies
adopted in the preparation of these consolidated financial
statements. These policies have been consistently applied to
all the years presented, unless otherwise stated. The financial
statements are for the Group consisting of Fufeng Group Limited
and its subsidiaries.

1.1 Basis of preparation

0]

(ii)

(iii)

Compliance with HKFRS and Hong Kong
Companies Ordinance

The consolidated financial statements of the Company
have been prepared in accordance with HKFRS
and the disclosure requirements of the Hong Kong
Companies Ordinance Cap. 622.

Historical cost convention

The financial statements have been prepared on a
historical cost basis, except that certain financial
assets and liabilities (including derivative instruments)
are measured at fair value.

New and amended standards adopted by the
Group

The Group has applied the following amendments
for the first time for their annual reporting period
commencing 1 January 2021:

° Interest Rate Benchmark Reform — Phase 2 —
amendments to HKFRS 9, HKAS 39, HKFRS 7,
HKFRS 4 and HKFRS 16

The Group also elected to adopt the following
amendments early:

e Covid-19-Related Rent Concessions beyond 30
June 2021
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(iv)

The amendments listed above did not have any
impact on the amounts recognised in prior periods
and are not expected to significantly affect the current
or future periods.

New standards and interpretations not yet
adopted

Certain new accounting standards and interpretations
have been published that are not mandatory for 31
December 2021 reporting periods and have not been
early adopted by the Group. These standards are not
expected to have a material impact on the entity in the
current or future reporting periods and on foreseeable
future transactions.

Effective for annual
periods beginning
on or after
Amendments Property, Plant and Equipment: 1 January 2022
toHKAS 16 Proceeds before intended use
Amendments to Onerous Contracts - Cost of Fulfiling 1 January 2022
HKAS 37 a Contract
Amendments to Reference to the Conceptual 1 January 2022
HKFRS 3 Framework
Revised AG 5 Merger Accounting for Gommon 1 January 2022
Control Combinations
HKFRS 17 Insurance contracts 1 January 2023

Amendments to HKAS 1 Classification of Liabilties as Current 1 January 2023
or Non-current

HK Int 5 (2020) Classffication by the Borrower of 1 January 2023
a Term Loan that Contains a
Repayment on Demand Clause

Amendments to HKAS 1 Disclosure of Accounting Policies 1 January 2023
and HKFRS Practice
Statement 2

Amendments to Definition of Accounting Estimates 1 January 2023
HKAS 8

Amendments to Deferred Tax related to Assets and 1 January 2023
HKAS 12 Liabilties arising from a Single

Transaction

Amendments to Sale or contribution of assefs To be determined
HKFRS 10 and between an investor and its
HKAS 28 associate or joint venture

Annual Improvements to 1 January 2022
HKFRS Standards
2018-2020

(iv)
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

The preparation of financial statements requires the use of
accounting estimates which, by definition, will seldom equal the
actual results. Management also needs to exercise judgement in
applying the Group’s accounting policies.

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

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

2.1 Provision for impairment of trade and other
receivables

The loss allowances for financial assets are based on
assumptions about risk of default and expected loss rates.
The Group uses judgements in making these assumptions
and selecting the inputs to the impairment calculation,
based on the Group’s past history, existing market
conditions as well as forward looking estimates at the end
of each reporting period.

2.2 Estimated impairment of property, plant and

equipment

The Group reviews property, plant and equipment for
impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable.
The recoverable amount of cash-generating unit has been
determined based on the higher of value in use and fair
value less costs to sell. Property, plant and equipment that
suffered an impairment are reviewed for possible reversal of
the impairment at each reporting date.

Management judgment is required in the area of asset
impairment particularly in assessing: (i) whether an event
has occurred that may indicate that the related assets
values may not be recoverable; (i) whether the carrying
value of an asset can be supported by the recoverable
amount, being the higher of fair value less costs of
disposal or net present value of future cash flows which
are estimated based upon the continued use of the asset
in the business; and (iii) the appropriate key assumptions
to be applied in preparing cash flow projections including
whether these cash flow projections are discounted using
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2.3

24

an appropriate rate. Changing the assumptions selected
by management in assessing impairment, including the
discount rates or the growth rate assumptions in the cash
flow projections, could materially affect the net present
value in the impairment test and as a result affect the
Group’s financial condition and results of operations. If
there is a significant adverse change in the projected
performance and resulting future cash flow projections,
it may be necessary to take an impairment charge to the
consolidated income statement. If there is an indication that
an impairment loss may have decreased, the recoverable
amount should not be more than what the depreciated
historical cost would have been if the impairment had not
been recognised.

Useful lives of plant and equipment

The Group’s management determines the estimated
useful lives and related depreciation charges for its plant
and equipment. This estimate is based on the historical
experience of the actual useful lives of plant and equipment
of similar nature and functions. It could change significantly
as a result of technical innovations and competitor actions
in response to severe industry cycles. Management will
increase the depreciation charge where useful lives are less
than previously estimated, or it will write off or write down
technically obsolete or non-strategic assets that have been
abandoned or sold. For deferred government grants related
to the acquisition of property, plant and equipment, the
periodic credits to consolidated income statement will also
be increased under the above mentioned circumstances
when such grants are credited to the consolidated income
statement over the assets’ remaining useful lives.

Net realisable value of inventories

Net realisable value of inventories is the estimated selling
price in the ordinary course of business, less estimated
costs of completion and selling expenses. These estimates
are based on the current market condition and historical
experience of manufacturing and selling products of similar
nature. It could change significantly as a result of changes
in customer taste and competitor actions in response to
industry cycles. Management reassesses the estimates at
each reporting date.

2.3
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2.5 PRC taxes

The Group is mainly subject to different taxes in the
PRC. Significant judgment is required in determining the
provision for income taxes. There are some transactions
and calculations for which the ultimate tax determination
is uncertain during the ordinary course of business. The
Group recognises liabilities for anticipated tax audit issues
based on estimates of whether additional taxes will be
due. Where the final tax outcome of these matters is
different from the amounts that are initially recorded, such
differences will impact the tax and deferred tax provisions
in the period in which such determination is made.

SEGMENT INFORMATION

The chief operating decision-maker has been identified as the
executive directors of the Company. The executive directors
review the Group’s internal reporting in order to assess
performance and allocate resources.

The executive directors examine the business performance of
the Group according to the following product segments:

—  Food additives segment: manufacturing and sales of food
additives products, including monosodium glutamate
("MSG”) , starch sweeteners, glutamic acid, compound
seasoning and corn oil;

— Animal nutrition segment: manufacturing and sales of
animal nutrition products, including corn refined products,
threonine and lysine;

—  High-end amino acid segment: manufacturing and sales of
high-end amino acid products;

—  Colloid segment: manufacturing and sales of colloid
products, including xanthan gum and gellan gum; and

—  Others: manufacturing and sales of other products,
including fertilisers, synthetic ammonia, pharmaceuticals
and others.

The executive directors assess the performance of the business
segment based on gross profit of the above five product
segments.
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The revenue of the Group for the years ended 31 December

2021 and 2020 are set out as follows:

AEBBE_T_—Fh_T_TF+_A
=t HLEFENRAZIIDT

2021 2020
=E=—-F —ETF
Products by segments BoaMEDER RMB’000 RMB’000
ARETx ARETF T
Food additives B
MSG K45 8,515,656 7,191,798
Starch sweeteners R EH TR 1,421,350 1,388,796
Glutamic acid narg 366,378 416,344
Compound seasoning A FK &R 82,150 55,699
Corn oil £ KH 3,134 5,937
10,388,668 9,058,574
Animal nutrition BYEE
Corn refined products TR IR E 3,577,678 2,816,820
Threonine e g 2,394,716 1,279,870
Lysine JEEagig 1,647,471 974,133
7,619,865 5,070,823
High-end amino acid SERER
High-end amino acid products =g R E R 1,415,394 943,406
Colloid B
Xanthan gum H5REB 968,753 821,294
Gellan gum #ERB 73,952 60,202
1,042,705 881,496
Others Hith
Fertilisers FE#t 647,122 384,207
Synthetic ammonia AR 263,081 182,676
Pharmaceuticals % 147,614 153,061
Others Hib 15,392 16,493
1,073,209 736,437
21,539,841 16,690,736

—10 =



The segment information for the year ended 31 December 2021
is as follows:

Food Animal
additives nutrition
RERINA BYEE
RMB’000 RMB’000
ARETR AR¥Tn

BE-T-_—F+-A=1+—"HLFE
WD ERERIT

High-end
amino acid Colloid Others Group
BEEER B Hitr bS]
RMB’000 RMB’000 RMB’000 RMB’000
ARBTR ARETR ARETR AR%®Tx

1415394  1,042705 1,073,209 21,539,841
(827,526)  (701,589)  (890,773) (17,634,565)

Revenue LN 10,388,668 7,619,865
Cost of sales HEMAR (8,963,864)  (6,250,813)
Gross profit EM 1,424,804 1,369,052

587,868 341,116 182,436 3,905,276

The segment information for the year ended 31 December 2020
is as follows:

Food Animal
additives nutrition
RmANE PmER
RMB'000 RMB'000
ARBFT ARETT

BE_ZT_TF+_A=1T—"BLLEE
M EERIT

High-end

amino acid Colloid Others Group
BiER R B Hit r&EE

RMB'000 ~ RMB'O00 ~ RMB'000  RMB'000
ARETRE ARBTT ARETRT ARETRL

943,406 881,496 736437 16,690,736
(596,850)  (686,642)  (568,041) (13,874,382)

Revenue LON 9,058,574 5,070,823
Cost of sales BEKA (7,632,150)  (4,390,690)
Gross profit EH 1,426,424 680,133

346,547 194,854 168,396 2,816,354

The Group’s revenue from its external customers in the PRC
amounted to RMB14,623,085,000 (2020: RMB11,900,485,000)
and the total revenue from external customers in Europe
and other countries amounted to RMB6,916,756,000 (2020:
RMB4,790,251,000).

The Group’s total non-current assets located in the PRC other than
deferred income tax assets and derivative financial instruments
amounted to RMB10,089,890,000 (2020: RMB10,637,650,000),
and the total non-current assets located in Hong Kong, the
United States of America and Singapore other than deferred
income tax assets and derivative financial instruments amounted
to RMB112,080,000 (2020: RMB701,000).
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Disaggregation of revenue from contracts with
customers

The Group derives revenue from the transfer of goods at a point
in time in the following geographical regions:

HEFZENGREENBRATDH

AEEAEXERHEATREANEEE
R mESHOWA

Sales of goods

HEEM
2021 —E-—F Overseas PRC Total
ySEN s wst
RMB’000 RMB’000 RMB’000
AR®Fx AR%T AR T
Revenue from external customers 2K B 928 & B B YA 6,916,756 14,623,085 21,539,841
Timing of revenue recognition at a  FEFR U A B B [ 72
point in time A8 B e 6,916,756 14,623,085 21,539,841
Sales of goods
HEE M
2020 —ETF Overseas PRC Total
I H #Er
RMB’000 RMB’000 RMB’000
ARBTT ARBTT ARBTTT
Revenue from external customers 3K B SN B & F HIUA 4,790,251 11,900,485 16,690,736
Timing of revenue recognition at a & 52 W A B B i 74
point in time F 18 5 ) 2 4,790,251 11,900,485 16,690,736

Approximately 68% (2020: 71%) of the Group’s revenue is
generated from sales to customers in the PRC. The remaining
32% (2020: 29%) of the Group’s revenue is generated from
the sales to overseas countries including the Europe, the
Latin America, the United States of America, North America,
Southeast Asia and Japan.
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Liabilities related to contracts with customers HEFCENERERMNEAR

The Group has recognised the following liabilities related to AEBEEHABATHEFRPEREBEANE
contracts with customers: f& :

31 December 31 December

2021 2020
—E-—fF —E-TF
+=A=+-8 +=-A=+—H
RMB’000 RMB’000
AR¥ETR ARBFT
Contract liabilities — sales of goods ERAE-HEER 685,866 505,105
(i) Changes in contract liabilities () EREENEE
The increase in 2021 was due to the increase in advance TEZ—FHENRHEAKREER
from customers. ) TE UL SRIG N o
In the current reporting period, all the contract liabilities at RARER - REBVIEF AR B S
the beginning of the period were recognised as revenue. FAEBEEERREA -
4 OTHER INCOME 4. Hiplhz
2021 2020
—B-—F —TEETF
RMB’000 RMB’000
AR%T ARBEF T
Amortisation of deferred income (Note13) i $53E iE Ye 25 (K172 13) 94,159 89,267
Government grants related to expenses  H2 59 A B H BT 4 BY 55,946 81,899
Sales of waste products THEBERE® 56,921 164,209
Others H A, 16,122 46,219
223,148 381,594
Government grants related to the purchase of property, plant HEESYE BELKEB BB
and equipment are included in non-current liabilities as deferred Bt A EREDEE  JERETE K -
income and are credited to profit or loss on a straight-line basis W B EETEBFHRNUERETA
over the expected lives of the related assets. B o
Government grants related to expenses are deferred and HEAYE@ENBNHEE TIEE Wik
recognised in the profit or loss over the period necessary TG i Er S TE BN B AR o
to match them with the expenses that they are intended to

compensate.

— 13-



5. OTHER LOSSES - NET

5. HthiBX-FH

2021 2020
—EB-—F —_TETF
RMB’000 RMB’000
AR®BT T ARBFT
Loss on disposal of property, plantand ~ HEYZE - B L& EEE - F5E
equipment — net 1,589 6,220
Net foreign exchange losses HIE N B E 48,856 77,115
Investment losses from cross currency X X EEEEFRKISHELNEE
and interest rate swaps 518 55,633 83,607
Investment gains from foreign curreny HNEE iR HR EE AE 9 IR B W e
forwards (5,972) -
Others HAh 9,806 -
109,912 166,942
6. FINANCE INCOME AND COSTS 6. B A KA
2021 2020
—E-—F —E-TF
RMB’000 RMB’000
AR®FT T ARET T
Finance income: HEWRA -
Interest income on bank deposits and IRITERRIRITEABRAF E A
bank balances 36,271 43,648
Net foreign exchange gains on financing Bl & & BV HY FE X W 255 58
activities 82,276 145,937
118,547 189,585
Finance costs: BB
Interest expenses e
- Bank borrowings —RITEE (99,735) (85,633)
- USD bonds —XnESH (69,440) (117,068)
— Other payables — H A e 5B (3,487) (3,313)
Interest charges paid for lease liabilities £ E & EA KT S FX (50) (44)
(172,712) (206,058)
Net finance costs B TS A 5B (54,165) (16,473)

— 14—



7. TAXATION

Income tax expense

7. BiE
(a) FIEBiEX

2021 2020
—EB-—F —T-FF
RMB’000 RMB’000

AR®FR ARETT

Current income tax BRI fr 75

- PRC enterprise income tax (“EIT”) — B RSN
([TZEmMEHD

- US income tax —EBMEH

Total current income tax BVHAFT 1S Hi 42 KH

Deferred income tax EIEFTS

229,559 131,289
- 162
229,559 131,451
5,775 9,285
235,334 140,736

The Company was incorporated in the Cayman Islands
as an exempted company with limited liability under the
Companies Law (Law 3 of 1961, as consolidated and
revised) of the Cayman Islands and is exempted from
payment of the Cayman Islands income tax.

The Group’s subsidiaries in BVI are exempted from
payment of the BVI income tax.

The Group’s subsidiaries in Hong Kong are subject
to income tax at a rate of 8.25% (2020: 8.25%) on
the estimated assessable profit for the year ended 31
December 2021.

The Group’s subsidiary in Singapore is subject to income
tax at a rate of 17% (2020: 17%) for the year ended 31
December 2021.

The Group’s subsidiaries in the United States is subject
to state income tax at a rate of approximately 8.84% and
9.5% (2020: 8.84% and 9.5%) and federal income tax at a
rate of approximately 21% (2020: 21%) on the estimated
assessable profit for the year ended 31 December 2021.

The Group’s subsidiaries in the PRC are subject to PRC EIT
which is calculated based on the applicable tax rate of 25%
(2020: 25%) on the assessable profits of the subsidiaries in
accordance with PRC tax laws and regulations except for
those as discussed below:

—15 -

ARRREFEEHS R AE
(—NAR—FEB = - 4R A RIEFT)
EFREHEEMRIAEREAR
N WERRHIFASEHSHAEN

AEBNRBRELESHHERF
EHRPBREBRELEEENH -

HE-_Z-_—F+-_A=+—H1t
FE AEENEENBARAR
fhETFE SR T s AL B 8.25% (= F
ZEF 1 8.25%) BNFTSER o

HE-_ZT-_—F+=-_A=+—H1L
FEAEEOHINEWRBRRA
BHEAT% (ZE_TF 1 17%) &
WMFT1SHR -

BHE_ZT-_—4%+-_A=+—HI
FE - AEENEHEMNBRRZAR
i 5T FE AR B v ) 1% B 3R £9.8.84%
95% (ZZE=ZF : 8.84%F9.5%)
AN N BT 1S B R AR T K A921% (=
TTF 1 21%) BN FBETISRL o

AL B P B Y B A R A SR B
EERMBH  ZRBARERBEHS
EBIROE BRI B A R E R R
FIABARE25% (ZT_FF :
25%) 5T H - TXFrEmE RN -



(b)

Seven subsidiaries of the Group including Hulunbeir
Fufeng, Shandong Fufeng, Shenhua Pharmaceutical, Bagji
Fufeng, IM Fufeng, Xinjiang Fufeng and Longjiang Fufeng
have obtained the approvals to become a new and high-
technology enterprise and are entitled to a preferential
income tax rate of 15% (2020: 15%). The qualification of
new and high-technology enterprise is subject to renewal
for each three years interval.

According to the Ministry of Finance Announcement No.
23, 2020, “The notice on extending enterprise income
tax policies of the western region development strategy
issued by the Ministry of Finance, the State Administration
of Taxation and the National Development and Reform
Commission” (Bf X 36 2 452020 & 55 23 5% “ BF By 2B »
NEER BERERNFEZENTEERBARELE
Fr 8 B 5 M) A &) taking effect from 1 January 2021,
companies set up in the western region and falling into
certain encouraged industry catalogue promulgated by the
PRC government will be entitled to a preferential tax rate
of 15%. Four subsidiaries of the Group including Hulunbeir
Fufeng, Baoji Fufeng, IM Fufeng and Xinjiang Fufeng, are
set up in the western development region and fall into the
encouraged industry catalogue, and therefore they are
entitled to the aforesaid preferential tax rate of 15% (2020:
15%).

Numerical reconciliation of income tax expense
to prima facie tax payable

(b)

AEBHNLEWNBARTREBE
L RBY ERYE CEFHES
L REHELY HESELKET
BELRERASTRMAE T=
E15% (ZE-FF : 16%) WER
FIBHE -8R EERAR
B=FETIUEE -

BIEF S HEAREKBRRER
WNEZHABMHE T =_—F—A
—HEBBITHHBRA ARG
FERIBANTEERIPAMED
EMBHBEHAE] R
A B R B R A A T8
BREXEHNRARBEEESRZS
15% 18 BB K o A& [H 1) H KK B
AR BN GREREL BHEBE .
NEHBELERFIBELRIIME
BRI BREEETERS &
BEEZA L15%EERR (ZF
TTFE 15%) o

B RANSENBEN
BEH KR

2021 2020
—E-—F —E-TF
RMB’000 RMB’000
AR®T ARBTTT
Profit before income tax expense B BT 1S i S A A 1,515,974 770,637
Tax calculated at domestic tax rates B AEER N EANEA
applicable to profits in the respective HEFTENBIE
jurisdictions 416,564 227,104
Preferential tax of certain subsidiaries % T B2 BlME R 1E (160,613) (109,854)
Research and development tax credit 3 F{IBIK % (28,017) (33,645)
Unrecognised tax losses RIERTIAER 710 22,335
Withholding tax on dividends from PRC B} & A RIf% 8 A9 FE 0 HE
subsidiaries 37,700 34,000
Previously unrecognised tax losses 4 B R e SR 0 TE B 15 38 R 4/ A
now recouped to reduce current tax WA BNERRR B R 2
expense (32,375) -
Expenses not deductible for tax AT HOAL B 2
purposes 1,593 944
Income not subject to tax BARBUA (228) (148)
235,334 140,736
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8. EARNINGS PER SHARE

(a)

(b)

Basic earnings per share

Basic earnings per share is calculated by dividing the
profit attributable to the shareholders by the weighted
average number of ordinary shares in issue during the year
excluding ordinary shares purchased by the Company.

8. BRAER

(a)

BREFXEF
BRREARE N Ty % PR B 164 MR
AFREETTE BB INEF 52
(TEEARBABENERBE) -

2021 2020
—E-—F ZEETF
RMB cents RMB cents
AR®S ARKES
Total basic earnings per share attributable % 5 & 1 & A% Z A 21 71 48 58
to the shareholders 50.55 24.86
Diluted earnings per share (b) SRBERF

Diluted earnings per share adjusts the figures used in the
determination of basic earnings per share to take into
account:

e the after income tax effect of interest and other
financing costs associated with dilutive potential
ordinary shares, and

e the weighted average number of additional ordinary
shares that would have been outstanding assuming
the conversion of all dilutive potential ordinary shares.

SREETRNEANEESREAR
BRI BURETTHE - UFT R

EEMER B BAAE R

e BRAMZHMABMFUENER
ERRRGETOEINEBR
GopIIERESL

2021 2020
—EB-—F —_TETF
RMB cents RMB cents
AR®S ARES
Total diluted earnings per share % SR (L SRR B E B ) 4B FR
attributable to the shareholders 50.55 24.86
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(c) Reconciliations of earnings used in calculating
earnings per share

(c) ARFESREBNMARTNZ

2021 2020
—B-—F —EETF
RMB’000 RMB’000
AR%T ARBEF T
Basic earnings per share FRELRZF
Profit attributable to the shareholders HESREABNA KRR
used in calculating basic earnings FE 5% A
per share 1,280,640 629,901
Diluted earnings per share FREEE T
Profit attributable to the shareholders FTEESRESERFIAMA 2 RE
used in calculating diluted earnings per  JE 1k 3% |
share 1,280,640 629,901

(d) Weighted average number of shares used as the
denominator

(d) AEDBHREGMEFIIH

2021 2020
—EB-—F —T-FF
Weighted average number of ordinary R EERELRRTRKRESD
shares used as the denominator in A E BN T8 (TR
calculating basic earnings per share
(thousands) 2,533,639 2,533,639
Adjustments for calculation of diluted HEREERFFTEELFAE
earnings per share:
— Assumed exercise of share options —REBITHEERE (TR
(thousands shares) 12 -
Weighted average number of ordinary REtEGREEBMNRERED
shares and potential ordinary shares CORERER P YRR i il
used as the denominator in calculating ~ #FHE (F)
diluted earnings per share (thousands) 2,533,651 2,533,639

(e)

Information concerning the classification of
securities

The Company has one category of dilutive potential
ordinary shares: share options. For the share options, a
calculation is done to determine the number of shares
that could have been acquired at fair value (determined as
the average annual market share price of the Company’s
shares) based on the monetary value of the subscription
rights attached to outstanding share options. The number
of shares calculated as above is compared with the
number of shares that would have been issued assuming
the exercise of the share options.

— 18 =
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The 2,300,000 outstanding share options issued in
November 2016 and December 2016 (2020: 8,600,000
outstanding share options issued in November 2016,
December 2016 and August 2017) are not included in
the calculation of diluted earnings per share because the
average market price of ordinary shares for the year ended
31 December 2021 did not exceed the exercise prices of
each tranche of the share options, hence the share options
are antidilutive for the year ended 31 December 2021.
These options could potentially dilute basic earnings per
share in the future.

AREE—ZE-_—F+-_A=+—
HIEFELTRENFHMEL KRB
BEIRNERENITERE R =
T—RNE+—AN_ZT—XRE+=
B #1789 2,300,000 17 i AR 77 15 BE A%
(B -TF: T —RXF+—
ﬁ‘ig_ﬂi+_ﬂ&_g +
N\ A %17 898,600,000 1 & 1T
AL ) Rt E T IS 2 5 6
REtBER AtBEREREZ=
T - —F+-_A=+—HILFEHR
EREFHE - ZEHEREBAREDY
B ESRAREF -

9. DIVIDENDS R E
2021 2020
—B-—F ZEETF
RMB’000 RMB’000
AR%T ARBTTT
Interim, paid BT HIRR B 206,712 132,256
Final, proposed BT RARE 240,765 87,003
447,477 219,259

The final dividends paid in 2021 amounted to HKD103,879,000
(equivalent to RMB86,036,000) (2020: RMB185,606,000),
representing HK4.1 cents (equivalent to RMB3.40 cents) (2020:
RMB7.30 cents) per ordinary share of the Company. The
difference between proposed and paid final dividends was due
to the impact of exchange rate fluctuation.

At a meeting held on 30 March 2022, the Board proposed a final
dividend of HKD296,436,000 (equivalent to RMB240,765,000)
(2020: RMB87,003,000), representing HK11.70 cents (equivalent
to RMB9.50 cents) (2020: RMB3.43 cents) per share to be
distributed from the retained earnings account. This proposed
dividend is not reflected as a dividend payable in these
consolidated financial statements, but will be reflected as an
appropriation from the retained earnings account for the year
ending 31 December 2022.

~ 19—

—E - FIXANNARERE B
103,879,000 7T (*Bé‘a?ﬁA/\Eﬁ%‘
86,036,0007L) (ZZE T F : AR®
185,606,000 7T) * BN AN A &) & A% & & i
1B (HERAREK3409) (22 =
TE ARBET7.309) o BN K
BRENEREZARIERFENFEN -

RZEZZF=ZA=Z+THEBETHNEZ
F EFeZENRBRERPHIER
HAR% B 296,436,0008 7T (HHE R AR
240,765,0007C) (ZZEZZF : AR
87,003,000) + BIEA% 11.7078(1L (FAE R
AR#EQB0 D) (ZE_FF : ARM3.43
D) e WBEERR BT ERZSA
ERRIEENERE  EREE -
T+ A=+ —HIEFEIERR
Uz BR DB o



10. TRADE, OTHER RECEIVABLES AND

10. ERE B R - EMEKKE

PREPAYMENTS REAMARE
2021 2020
—B-—F —EETF
RMB’000 RMB’000
AR® T ARBEF T
Trade receivables (a) FEUE 5 R (a) 1,094,509 626,564
Less: provision for impairment loss R EHHRRE B E ()
allowance (b) (44,546) (28,225)
Trade receivables — net JEW E 5 8RR — H 1,049,963 598,339
Deposits and others e kEAM 43,077 34,571
Loan to a related party BT BBEEFNER 5,008 -
Loan to a third party (c) BT —R2E=AMEK(C) 50,000 50,000
Less: provision for impairment loss B ETIRBEEIEEE
allowance (50,000) -
Loan to a third party — net By REBEZFHNER—FE - 50,000
Loans to employees KTREMER 472 1,184
Value-added tax for future deduction B BEIBIGED 308,069 407,689
Prepaid current income tax TETRIERRT 15 H 464 467
Interest receivable FE UL B 2,913 -
1,409,966 1,092,250
Notes receivable (f) FEULEEE (f) 728,596 723,478
Trade and other receivables (g) FE N E 5 BR R % EL b FE U SR TE (e) 2,138,562 1,815,728
Prepayments to suppliers Mg T IR 474,813 1,817,020
2,613,375 3,632,748
Less: non-current portion W FERNERES 5
Prepayments for non-current assets (g) IEMEVEE TR FIA(Q) (59,929) (51,189)
2,553,446 3,581,559
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(@)

As at 31 December 2021 and 2020, the ageing analysis of
trade receivables based on invoice date was as follows:

RZZ-—FR-_FT-_TF+=A
=t—H BERESERRERAR
BRI -

2021 2020
=E=—F —ETF
RMB’000 RMB’000
ARETx ARET T
Within 3 months —@AR 1,076,622 591,253
3 ~12 months —z=+_{@A 13,822 31,326
Over 12 months Bid+—=EA 4,065 3,985
1,094,509 626,564

The Group generally sells its products to domestic
customers and receives settlement either in cash or in the
form of bank acceptance notes (Note (f)) upon delivery of
goods. The bank acceptance notes usually have maturity
dates within six months. Certain major customers in the
PRC and overseas with good repayment history are offered
credit terms of not more than three months.

Impairment and risk exposure

The Group applies the HKFRS 9 simplified approach to
measuring expected credit losses which uses a lifetime
expected loss allowance for all trade receivables.

The loan to a third party was arranged via a financial trust
company. As at the balance sheet date, the loan has
past due for collection as the third party was in financial
difficulties. A fully provision of RMB50,000,000 was
recorded on the balance sheet to reflect the increase in
credit risk. As there has been a significant increase in
credit risk, the Group measured the impairment as lifetime
expected credit losses.

Except for the loan to a third party as discussed above
in Note(c) and loan to a related party, trade and other
receivables are unsecured and interest-free. The carrying
amounts of trade and other receivables approximate their
fair values as at the balance sheet date.

21—

AEE-RABNETHEEEM
W R R E b AR & SARTT
HER (M) BAREEE TR -
RITEAEER—RANEAREH -
AEBRIFERTHENE THELE
SNEBEPEELE T =EAARN
=EH-

Rl 1B % 2R gz it 1
AEBRBEEVHHRELEAEI
SR EEBERER A
BERKE RSB REETEDR
AR FEHIE 1B -

DHRTE-THERERA B
REEARIEL -REEAMERXRA -
HMRE=TRAMBERE  ZEX
B -ERNEEBBRESE2H
B 5 A R 50,000,000 7 * MA = B
EERBAOEN - AEERKREZE
- AEEZREEFEHNESR
ERBXFERE-

B L EE Q) Mz ERTH =
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(€)

The carrying amounts of the Group’s trade and other
receivables excluding notes receivable were denominated

in the following currencies:

(€)

AEETGREZBEENERES
FRAR N H Al AR BREE A T
Sl EHE

2021 2020
=F=—F —ETF

RMB’000 RMB'000

ARMT T ARBFIT

-RMB — AR 844,706 772,662
-UsD = 565,260 319,588
1,409,966 1,092,250

The maximum exposure to credit risk at the reporting
date was the carrying value of each class of receivables
mentioned above. The Group does not hold any collateral
as security.

R|EBRH EGRRSNHEER
B )5 bt = 2B Al e W SR RO BRI E o
R BB E T B AR E R
e

As at 31 December 2021, notes receivable were all H RZFEZ—F+=ZA=+—8"
bank acceptance notes aged less than six months, and JEWEEY BERER DR NEA®
included a total amount of RMB690,483,000 (2020: RITEHER  BRABR/ARE
RMB637,886,000) that have been endorsed to the 690,483,000 L (ZZE—ZFF : AR
suppliers. As the notes receivables are held for collection of #637,886,0007C) BB & T EX
contractual cash flows and for selling the financial assets, MEE BREREESEREE
where the assets’ cash flows represent solely payments of WEETRERTESREE - Wik
principal and interest, they are measured at FVOCI. EEERSRERIEATINAE R
FIE - Bl ATFEFFAEMES K
WATE °
31 December 31 December
2021 2020
—EC--F —E_FTF
+=A=+-8 +=ZA=+—H
RMB’000 RMB’000
AR®TR ARBFT
Current assets REEE
Notes receivable measured at FVOCI BRAFEFAREMERES KE
SrENRNERE 728,596 723,478

On endorsing these notes receivable, there is no any
related balance within the FVOCI reserve need to be
reclassified to other losses within profit or loss due to the
fair value is equal to its face amount and no premium was
recognised.

All of the financial assets at FVOCI are denominated in
RMB.

—-22 -
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() During the year ended 31 December 2020, the Group 9 #E_T_ZEHE+_A=+—8H1k
won a bid for purchasing a package of non-current FE - KEBLARKS51,189,000
assets owned by a bankrupted third party company THEEREEE —MEESE=F
at a consideration of RMB51,189,000. A full amount RABEMN—EFERDEE - L
prepayment of RMB51,189,000 has been paid for Mz S H 28 ARKES1,189,000 7T
the aforementioned transaction to the agent. As at 31 WENRBEESIRNTRE RS
December 2021, the whole transaction was still under ——F+-A=+—H EEXH
processing. The rest of non-current portion amounting TMEREFR - ARERB I AR
to RMB8,740,000 are prepayments for purchase of #8,740,000 T A AR FEREHZ
leasehold land-use rights pursuant to agreement with local MBI HEEERE T A%

government during the year (2020: nil).

MBENFR(ZE_FF &) -

trade payables based on invoice date was as follows:

11. TRADE, OTHER PAYABLES AND 1M1 ERESRFA  HENFIE
ACCRUALS FEFEH
2021 2020
—EB-—fF —E-TF
RMB’000 RMB’000
AR®BT T ARBFT
Trade payables (a, b) e E SR (a - b) 1,545,933 1,249,039
Payables for property, plant and W - RS R a5 4 FE T 5UIE (D)
equipment (b) 490,593 606,975
Salaries, wages and staff welfares ERNEHe TEKBIBH
payables 346,755 359,241
Interest payables FETF B 1,149 37,584
Dividends payable JE AR B 407 407
Other payables and accruals EENFIE R ERTE A 465,389 422,530
2,850,226 2,675,776
Less: non-current portion B IERBIEB D
Other payables (c) E M FIE (o) (69,948) (66,461)
2,780,278 2,609,315
(@) As at 31 December 2021 and 2020, the ageing analysis of @ RZBE-_—FR-_ZE_FTHF+_-H

E+ B EBNEZRRZERA
HI e B

o
2021 2020
—E-—F —ETF
RMB’000 RMB’000
AR®BT T ARBFT
Within 3 months =EAA 1,371,273 1,064,031
3 to 6 months =EXEA 73,335 38,902
6 to 12 months ANETZ@EAR 32,167 18,027
1to 2 years —EWF 36,865 94,306
Over 2 years GESY S 32,293 33,773
1,545,933 1,249,039
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(b)

)

As disclosed in Note 10(f), notes receivable amounted
to RMB690,4883,000 (2020: RMB637,886,000) were
endorsed to the suppliers of trade payables and payables
for purchase of property, plant and equipment amounting to
RMB573,165,000 and RMB117,318,000, respectively (2020:
RMB473,821,000 and RMB164,065,000, respectively).

The non-current portion of other payables is a borrowing
from certain third parties, which is repayable in 5 years
from the balance sheet date. The interest rate on such
other payables during the year ended 31 December 2021
was 5.25% per annum (2020: 5.25% per annum).

WM 10 FTIR EE - FEUR =B A
R #690,483,000C (ZZE =&
F: AR ¥637,886,0007T) 9B
EEnEn BRI 5A
AR #573,165,0007T & A B #
117,318,000 (ZZE =T F : B 5l
BN R B 473,821,000 7T M A R #
164,065,000 7T) M) FE & S BR X &
BEVE BELZENEMNKIE -

HibEAIRIBERIERSE D ERSE
FE=ZFEF BREEAGBEH
BEFNEE - ZHMENFTIER
HE_S-_—F+-_A=+—H1
FEHBERNENEE525% (=
T-FF  §FH25%) °

(d) Except for the borrowing from certain third parities as o) BRMIFEQFATFwmzmETE=FE
discussed in Note(c), trade and other payables are FRON - T E 5 BR Bk N L At JE R
unsecured and interest-free. The carrying amounts of trade BHrEEALRES  HEEEHEAD
and other payables approximate their fair values and are FEEE  FEUARE RSN -
mainly denominated in RMB.

12. BORROWINGS 12. 6 &

2021 2020
—B-—F —TEF
RMB’000 RMB’000
AR®T ARBFT

Non-current FERE
Bank borrowings, secured (a) IRITEE (BEM) (@ 2,504,790 -
Bank borrowings, unsecured RITEE (EER) - 464,427
2,504,790 464,427

Current RE

Bank borrowings, unsecured RITEE (F|IER) 1,222,254 1,361,133
Bank borrowings, secured (a) RITEE (BER) (@ 500,000 -
USD bonds (b) ETLEF (D) - 1,647,668
1,722,254 3,008,801
Total borrowings BEAE 4,227,044 3,473,228
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At 31 December 2021, the Group’s borrowings were repayable

as follows: BEMNEE] i/RZZDT
Bank borrowings USD bonds
RITEE EnEH
2021 2020 2021 2020
—E-—-F —ET-TF B ZZT-FTF
RMB’000 RMB’000 RMB’000 RMB’000
ARBTR ARETT AR®TR ARETT
Within 1 year —FR 1,722,254 1,361,133 - 1,647,668
Between 1 and 2 years —EWER 125,239 464,427 - -
Between 2 and 5 years MERFR 2,379,551 - - -
4,227,044 1,825,560 - 1,647,668
The weighted average effective interest rates at the balance REEEABERANNEFLHERFE
sheet dates were as follows: wmr
2021 2020
—B-—F —EETF
Borrowings B 2.19% 4.50%
The carrying amount and fair value of non-current borrowings JEENHAE ENEEmEBRAFEEW T -
are as follows:
Carrying amount Fair value
IREE AEE
2021 2020 2021 2020
=B C—Z2_TF ZBZ-F "T_IZTF
RMB’000 RMB’000 RMB’000 RMB’000
ARBTR ARETT AR®FTR ARETT
Bank borrowings RITEE 2,504,790 464,427 2,382,379 461,933

The fair value of non-current borrowings are based on
discounted cash flows using a current borrowing rate. They are
classified as level 3 of the fair value hierarchy.

The fair value of current borrowings equals their carrying
amount, as the impact of discounting is not significant.

25—

FEHEEN A TFEDNRERARRKE

R ERBEB IR E)
RRFEERTHE=E

AHEENA
MENEE

R
JILE n

%é Hig o8

AFAE -

AFESERERAEE A

WAENKX -



The carrying amounts of the Group’s borrowings are
denominated in the following currencies:

AREBEEENREENATIIEEHE

2021 2020
—EB-—F —_TETF
RMB’000 RMB’000
AR¥T ARBFT
RMB AR 1,468,176 1,319,407
UsbD ETT 2,758,868 2,153,821
4,227,044 3,473,228
(@) As at 31 December 2021, the secured non-current bank @ RZZE—F+=—A=+—H'H

borrowings were secured by the pledge of the capital stock
of certain subsidiaries of the Company and the secured
current bank borrowings were secured by term deposits of
RMB500,000,000.

USD bonds issued in August 2018

In August 2018, the Company issued USD bonds at a par
value of USD350,000,000, which was denominated in
USD with a fixed interest rate of 5.875% per annum and
mature date of 28 August 2021. The value of the liability,
net of transaction costs of USD4,733,000, was determined
at issuance of the bonds. During the year ended 31
December 2020, a total of USD 62,799,000 of such USD
bonds were early redeemed.

As at 31 December 2020, the balance of such USD bonds
was USD253,336,000 and was reclassified to current
borrowings.

During the year ended 31 December 2021, all of the USD
bonds were redeemed upon mature.

TEQ?EﬁE’];F/AL@fETTf%%fBLX?EﬁZJ&

RNAGETHEARRAIERER
%3%%?%Equw%bfﬁfTﬁ%Ei]ﬁDAiﬁﬂﬂ%?
AR 500,000,000 TTIEAELR ©

b)) RZE-NFNABTHELES

RZZE—N\FNA  AQEZREE
FRER5875FE FHITUETLFER
{84 350,000,000 TR FETTEFH
AT -_—F A \A=-+N\B-
BEEE (MR X 5K 44,733,000
EL)RBITELRET -HEZ
E-TF+-A=Z+—HIEFE
AARIRAEREBETLESFS H
62,799,000 7T,

RZE-_ZEF+=-_A=+—H &
8 3 U 1E 5 4 84 /5 253,336,000 3F
T EF DB EAEES -

BE_T_—F+-A=t—HL
FE FAEXTEHRGEEHHER -

13. DEFERRED INCOME 13. IEE W 2=
2021 2020
—E-—F —E-TF
RMB’000 RMB’000
ARETR AR®ETTT
Government grants related to income HEEAERIBEEHES
tax credit from purchasing qualified ﬁ 8 H) BUT 7 B ()
equipment (a) 10,382 18,743
Government grants related to acquisition — E2 88 B IR{R K 5 1T 2h 2= 2% 48
of environmental protection and B A8 U #8 BY (0)
technology improvement equipment (b) 766,044 799,707
776,426 818,450
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The movements of the above government grants for the years
ended 31 December 2021 and 2020 are as follows:

RBEE-_Z-_—FR-_FT_FTF+_H
=t —HIFE BB EE M T

2021 2020
=E=—-F —ETF

RMB’000 RMB’000

AR® T AREET T

At beginning of the year REH] 818,450 710,281
Granted during the year RERNESFEE 52,135 197,436
Amortised as income (Note 4) BESH DI EW S (B3t 4) (94,159) (89,267)
At end of the year RE 776,426 818,450

(@@ Government grants related to income tax credit from
purchasing qualified equipment represented reduction in
income tax granted to Baoji Fufeng, IM Fufeng, Hulunbeir
Fufeng, Xinjiang Fufeng and Longjiang Fufeng on the
purchase of certain qualified equipment. Such income

@ EBESERRBAENEAREH

B KT 46 B FE L BB

BERTEHERZ
mEBES
TS IER -

oo 4+

BEA
N
EREREIRY

ZEMBHERR

TEEBRR
52

tax credits are recognised in the consolidated income
statement on a straight-line basis over the expected lives of
the related assets.

Government grants related to acquisition of environmental
protection and technology improvement equipment
are recorded as deferred income and amortised in the
consolidated income statement on a straight-line basis over
the expected lives of the related assets.

HAEEERHFHANERENE
PFRIE & R

HEERARLRMAEREBBNH
BT B AR AIE T He 25 20 70 A8
BERBFHANAEBRENS HF
BRAEH

14. COMMITMENTS 14, &4
Capital commitments B AREE

Capital expenditure contracted for at the end of the year but not

yet incurred was as follows:

RERCITNEREENEAFE N T :

Purchase of property, plant and equipment BBE ¥ % - WE k&

— Contracted but not yet incurred

Purchase of leasehold land-use right
— Contracted but not yet incurred

—BRINEBEREE

BEHETMERR

—ERIMEREE

2021 2020
—EB-—F —ET-FHF
RMB’000 RMB’000
AR®T T ARBTT
26,182 97,239
34,860 -
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MANAGEMENT REVIEW
EEEORE

Overview of Market

During the year, the market was still affected by the COVID pandemic.
Market demand has not fully recovered to the pre-pandemic level. In
addition, the market experienced the impacts from the unexpected
dual controls over energy consumption and carbon emission, some
production and operation activities were disrupted during the year.

The fierce competition in the industry in 2021 was evidenced by the
high frequency of change and volatility of the prices of products. Such
fierce competition was mainly due to the status of excess supply
over demand in the market as a result of the significant increase in
production capacity, which was caused by the new facilities built by
large corn processing enterprises in Northeast China, a region with
abundant corn resources, in recent years.

Driven by the high cost of raw materials, prices of key products, such
as MSG, threonine, lysine, high-end amino acid and xanthan gum
products increased significantly during the year (especially in the
fourth quarter).

The corn price increased significantly and maintained at a high level,
which was mainly due to the increased feed demand, increased corn
production cost (such as fertiliser) and demand recovery from the
corn processing sector.

In 2021, China had approximately 300 million tonnes of corn supply,
of which approximately 272 million tonnes were self-produced and
approximately 28 million tonnes were imported, according to the
official data.

The coal price also increased significantly during the year, especially
after the supply shortage happened in September 2021, which
resulted in a power shortage in China. However, some market players
in corn processing have their own power plants in their production
bases and can access to low-cost local coal resources. So, the
impact was minimised.
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Overall Performance RN

The table below illustrates the trend of the Group’s revenue in the TERAFPREEBTHFNBABE

past five years

£

RMB (Milion)
;P,O’&JO?_‘ 21,539.8
20,000 ]
18,000 | . .
16,000 —
14,000 o 197680
12,000 —
10,000 —
8,000 7
6,000 —|
4,000 —
2,000
Y 7‘2017"/‘ 720‘8/ 72013/‘ 7‘2074 720721 )
Revenue/Gross profit/Gross profit margin of the Group TEBHABA EFREFER
Year ended 31 December Change
BEt+t-A=+—BLEE #
2021 2020 %
—E=-- —EETF %
Revenue (RMB’000) WA (ARBFT) 21,539,841 16,690,736 29.1
Gross profit (RMB’000) EF(ARETT) 3,905,276 2,816,354 38.7
Gross profit margin (%) EFE (%) 18.1 16.9 1.2 ppts.
f&'" 5 24
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Profit attributable to the Shareholders

iR 3R P A 2R A

Year ended 31 December

BE+-A=+—HLEFE

2021 2020 Change
—EB-—F —E-FF #
RMB’000 RMB’000 %
AR®T T AREFT %
As reported PUEE 1,280,640 629,901 103.3

For the year ended 31 December 2021, the Group’s revenue
increased by 29.1% to approximately RMB21,539.8 million as
compared to 2020, primarily due to increased revenue contribution
from food additives, animal nutrition and high-end amino acid.

The Group’s overall gross profit increased by 38.7% to approximately
RMB3,905.3 million in 2021 as compared to 2020, primarily due
to the increases in the gross profit of animal nutrition and high-end
amino acid products.

Selling and marketing expenses increased by 1.2% to approximately
RMB1,401.2 million in 2021 as compared to 2020.

Administrative expenses increased by 16.2% to approximately
RMB949.0 million in 2021 as compared to 2020.

Finance income decreased by 37.5% to approximately RMB118.5
million in 2021 as compared to 2020.

Finance costs decreased by 16.2% to approximately RMB172.7
million in 2021 as compared to 2020.

Profit attributable to the Shareholders increased by 103.3% to
approximately RMB1,280.6 million in 2021 as compared to 2020.

During the year, the average prices of corn and coal increased
significantly by 34.7% and 37.4%, respectively. The increase in prices
of raw materials brought challenges to our operations. However, we
passed on the cost pressure to our downstream customers, with
price increases across the board (especially in the fourth quarter) for
our main products, such as MSG, animal nutrition, high-end amino
acid and xanthan gum, thereby maintaining our profitability.

With a diversified product development plan and further expansion
of high-end amino acid product pipeline by the Group, the business
structure of multiple growth drivers has been established, enhancing
the core competitiveness of the Company.
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From the perspective of our product portfolio, our key products can
be classified as cash cow products and star products. Our cash
cow products include MSG and xanthan gum products, of which
we are the largest manufacturer in the global market. Our strategy is
to maximise our revenue with our existing market share and create
strong and stable cashflow for the Company. Our star products,
including animal nutrition product (such as threonine and lysine)
and high-end amino acid products, have high growth potential with
growing market share, and we have established leading positions in
these market segments.

Analysis of Five Product Segments

The Group’s products are organised into five product segments
including: 1. Food additives (main products include MSG, compound
seasoning, starch sweeteners, glutamic acid and corn ail), 2. Animal
nutrition (main products include threonine, lysine and corn refined
products), 3. High-end amino acid (main products include valine,
leucine, isoleucine, glutamine, and hyaluronic acid), 4. Colloid (main
products include xanthan gum and gellan gum), and 5. Others (main
products include fertilisers, synthetic ammonia and pharmaceuticals,
etc.).

Detailed sales and gross profit analysis by five segments for the years
ended 31 December 2021 and 2020:

For the year ended 31 December 2021

REMNERESAERE  BMNEEE
mANPHEASTERKBEER HMHNE
¢§ﬁa%%?&§ﬁ%§ﬁ*ﬂﬁﬁaA
KIS mEARER - RIPIOE Eﬁﬁ
mHBHET AEWAWEKMIﬁ$
AlEREABTHNRERE ‘WW%EE
DEEDMEEER (HaBRkBaRE) &
SERAERER EHeREREN W5
METEHREX  BMEGBELETISE DM
BRAE -

hEEmD DA
rEBEWERSYERAEERS S 21
mANE(FEERBERE  BaARS
BHHKRE AEEBEMEKRB)  2.8)as
(FE2EERBREHAE BB EKERE
M) 3EERER (FEERBEREHEAR
Salk - BERalt fRiikREREE)
4B (FZEEMBRERBNELB)

5. i (FEERBPEER &XA ERE) -

BE-S-—FR-F-FET-A=T—
BILEE - BAES BASMFARERT
RIS -

BE-—S-—F+—-_A=+—RAIEFE

Food Animal High-end
additives nutrition  amino acid Colloid Others Total
R@AmE BYEE SEIER BE Hith st
Revenue WA 10,388,668 7,619,865 1,415,394 1,042,705 1,073,209 21,539,841
Gross profit EF 1,424,804 1,369,052 587,868 341,116 182,436 3,905,276
Gross profit margin EFE 13.7% 18.0% 41.5% 32.7% 17.0% 18.1%
For the year ended 31 December 2020 BE-_Z-_ZEF+-A=+—HLEE
Food Animal High-end
additives nutrition amino acid Colloid Others Total
R A nE Bkl RiER AR B Hth, @t
Revenue LON 9,058,574 5,070,823 943,406 881,496 736,437 16,690,736
Gross profit EF 1,426,424 680,133 346,547 194,854 168,396 2,816,354
Gross profit margin EHE 15.7% 13.4% 36.7% 22.1% 22.9% 16.9%
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The table below sets out the revenue of the Group by products for TREWAEBEBREZ_FT-_—FR_T=F
the years ended 31 December 2021 and 2020: F+ZA=Z+—HILFERERIDHRA
Year ended 31 December
BE+t=-—B=1+—HILEE
2021 2020 Change
Product Em —E-—F —EEF &
RMB’000 RMB’000 %
AR¥T T ARETF T %
Food additives =R E
MSG TR A5 8,515,656 7,191,798 18.4
Starch sweeteners D FH R 1,421,350 1,388,796 2.3
Glutamic acid HAak 366,378 416,344 (12.0)
Compound seasoning A TR M 82,150 55,699 47.5
Corn oil oK 3,134 5,937 (47.2)
Animal nutrition BYEE
Corn refined products TRRRE M 3,577,678 2,816,820 27.0
Threonine B R B 2,394,716 1,279,870 87.1
Lysine Bak 1,647,471 974,133 69.1
High-end amino acid SESER
High-end amino acid products = 18 & A B 2 o 1,415,394 943,406 50.0
Colloid Bae
Xanthan gum =R 968,753 821,294 18.0
Gellan gum HRB 73,952 60,202 22.8
Others Hib
Fertilisers RE Rt 647,122 384,207 68.4
Synthetic ammonia ERA 263,081 182,676 44.0
Pharmaceuticals 20 147,614 153,061 (3.6)
Others Him 15,392 16,493 6.7)
21,539,841 16,690,736 29.1
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1.

Food additives

Revenue generated from the sales of food additive products
increased to approximately RMB10,388.7 million in 2021,
representing an increase of approximately RMB1,330.1 million,
or 14.7%, as compared to 2020, mainly due to increased
revenue of MSG. The increased revenue of MSG was primarily
due to the effect of an increase in the ASP of MSG during the
year.

Gross profit of food additive products decreased to
approximately RMB1,424.8 million, representing a slight
decrease of 0.1% as compared to 2020, mainly due to a slight
decrease of profit contribution from MSG. Gross profit margin of
food additive products was 13.7%, representing a decrease of
2.0 percentage points as compared to 2020.

Key products:

MSG: During the year, MSG price showed a noticeable
upward trend despite significant fluctuation, with the ASP of
approximately RMB7,674 per tonne, representing an increase
of approximately 24.0% as compared to 2020. The increase
in ASP was mainly due to the increased prices of major raw
materials during the year and part of the cost pressure was
successfully passed on to our downstream customers by way
of price adjustment. The Group led the market by adjusting the
MSG price actively and maximised its profitability. The sales
volume was approximately 1,109,687 tonnes, representing a
year-on-year decrease of approximately 4.5%.

Animal nutrition

Revenue generated from the sales of animal nutrition products
increased to approximately RMB7,619.9 million in 2021,
representing an increase of approximately RMB2,549.1 million,
or 50.3%, as compared to 2020, mainly due to increased
revenue of threonine and lysine.

Gross profit of animal nutrition products increased to
RMB1,369.1 million, representing an increase of 101.3%
as compared to 2020, mainly due to increased gross profit
contribution of threonine and lysine. Gross profit margin of
animal nutrition products was 18.0%, representing an increase
of 4.6 percentage points as compared to 2020.
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Key products:

Threonine: Threonine is classified as a major type of animal
nutrition product, an essential amino acid which maintains body
protein balance. Our threonine is mainly used as an animal
feed additive. Revenue of threonine significantly increased by
about 87.1% in 2021 as compared to 2020, primarily due to the
increased ASP of threonine from approximately RMB6,903 per
tonne in 2020 to approximately RMB9,718 per tonne in 2021.
The increase in ASP was mainly due to the supply shortage in
the international markets caused by the COVID pandemic. The
recovering market demand of the PRC and international markets
was taken place in 2021. Sales volume of threonine increased
from approximately 185,421 tonnes in 2020 to approximately
246,411 tonnes in 2021, representing a year-on-year increase of
32.9%.

Lysine: The revenue of lysine was approximately RMB1,647.5
million, representing an increase of approximately 69.1% as
compared to 2020. The sales volume was approximately
255,863 tonnes, representing a year-on-year increase of
approximately 18.4%. It shared the same reason with threonine
for the increase in revenue, ASP and sales volume.

High-end amino acid

During the year, our high-end amino acid products recorded
a good performance with sales of approximately RMB1,415.4
million, representing an increase of approximately 50.0% as
compared to 2020.

Revenue of high-end amino acid products increased due to (i)
the improvement of production technology, which increased the
production yield and production volume. During the year, the
sales volume of Tryptophan, Isoleucine and BCAA increased;
and (i) the launch of new products, such as Theanine, Erythritol
and Polyglutamic acid.

Gross profit of high-end amino acid products increased by
69.6% to RMB587.9 million as compared to 2020. Gross
profit margin of high-end amino acid products was 41.5%,
representing an increase of 4.8 percentage points as compared
to 2020.

Our high-end amino acid products focus on the health and
wellness and feeding industries and generally enjoy higher
profitability. Our production technology for high-end amino
acid products continues to improve with increasingly enhanced
operating efficiency, which facilitates the development and
launch of new products.
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Colloid

Revenue generated from the sales of colloid products increased
to approximately RMB1,042.7 million in 2021, representing
an increase of approximately RMB161.2 million, or 18.3%,
as compared to 2020, mainly due to increased revenue of
xanthan gum. Demand of Xanthum gum was still behind the
pre-pandemic stage which led to decrease in sales volume.
As supply of Xanthum gum was also affected by the COVID-
pandemic, the ASP increased during the year.

Gross profit of colloid products increased to RMB341.1 million,
representing an increase of 75.1% as compared to 2020, mainly
due to increased gross profit contribution from xanthan gum.
Gross profit margin of colloid products was 32.7%, representing
an increase of 10.6 percentage points as compared to 2020.

Others

Revenue generated from the sales of other products increased
to approximately RMB1,073.2 million in 2021, representing
an increase of approximately RMB336.8 million, or 45.7%, as
compared to 2020, mainly due to increased revenue of fertilisers.
Following the ease of African Swine Fever, there was increase
in feed demand which in turn increased demand in crops. Due
to increased demand of crops, demand and ASP of fertilisers
increased.

Gross profit of other products increased to RMB182.4 million,
representing an increase of 8.3% as compared to 2020. Gross
profit margin of other products was 17.0%, representing a
decrease of 5.9 percentage points as compared to 2020.
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Analysis of Key Production Costs
Production costs

FEEERA DN
EERA

Years ended 31 December

BE+-A=t—HLEE

2021 2020 Change
—E=--F —E-TF =4

RMB’000 RMB’000

ARETR % ARBFT % %
Major raw materials FERMB
e Com kemels o TOKERM 10,449,791 59.1 8,148,988 56.4 28.2
¢ Liquid ammonia o RE 482,911 2.7 340,939 2.4 41.6
e Sulphuric acid o WiEE 182,696 1.0 65,179 0.5 180.3
e Soybeans o AT 37,966 0.2 48,182 0.3 21.2)
Energy BEIR
e Coal o MK 2,661,883 15.0 2,105,143 14.6 26.4
Depreciation e 1,047,071 5.9 1,068,115 7.4 2.0)
Employee benefits EE®RF 701,291 4.0 684,628 47 2.4
Others Hit 2,127,444 12.1 1,974,855 13.7 7.7
Total cost of production MR 17,691,053 100.0 14,436,029 100.0 22.5

Corn kernels

In 2021, corn kernels accounted for approximately 59.1% (2020:
56.4%) of the total cost of production, representing an increase of 2.7
percentage points, mainly due to change in the price of corn kemnels.
The average price of corn kernels for the year ended 31 December
2021 was approximately RMB2,350 per tonne, representing a
significant increase of 34.7% as compared to 2020. The corn price
increase was mainly due to the increased feed demand, increased
corn production cost (such as fertiliser) and demand recovery from
the corn processing sector.
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The total cost of corn kernels increased by 28.2% in 2021, which was
mainly due to the increase in the average unit cost of corn kernels as
compared to 2020.

The following chart shows the price trend of corn kernel from the first
half of 2019 to the second half of 2021:
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Liquid ammonia

Liquid ammonia accounted for approximately 2.7% (2020: 2.4%)
of total cost of production in 2021. The average unit cost of liquid
ammonia in 2021 increased to approximately RMB3,385 per
tonne, which represents an increase of approximately RMB938 per
tonne, or 38.3%, from 2020. Due to the higher average unit cost of
liquid ammonia and the increased consumption volume as actual
production volume of threonine increased during the year, the total
cost of liquid ammonia increased by 41.6% in 2021 as compared to
2020.

Sulphuric acid

Sulphuric acid accounted for approximately 1.0% (2020: 0.5%) of
total cost of production in 2021. The average unit cost of sulphuric
acid increased to approximately RMB338 per tonne, representing a
rise of approximately RMB214 per tonne, or 172.6%, as compared to
2020.
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Soybeans

In 2021, soybeans accounted for approximately 0.2% (2020: 0.3%)
of the total cost of production. The average unit cost of soybeans
was approximately RMB5,517 per tonne, representing an increase
of approximately RMB1,123 per tonne, or 25.6%, as compared to
2020. The total cost of soybeans decreased by 21.2% in 2021 mainly
due to the drop of consumption volume as actual production volume
of xanthan gum decreased during the year as compared to 2020.

Coal

Coal accounted for 15.0% (2020: 14.6%) of total cost of production
in 2021. The average unit cost of coal in 2021 was RMB360 per
tonne, representing an increase of RMB98 per tonne, or 37.4%, as
compared to 2020. The coal price increased significantly during the
year, especially after the supply shortage happened in September
2021, which resulted in a power shortage in China. However, the
Chinese government implemented some measures to restore the
coal inventory and supply so as to stabilize the coal price in the fourth
quarter in 2021.

The Group’s major production plants in Shaanxi, Inner Mongolia,
Hulunbeir, Xinjiang and Heilongjiang have our own power plants with
access to lower-cost coal in the regions by purchasing directly from
the coal mines with long-term contracts to guarantee our coal supply
volume. As a result, our production plants were not affected by the
power shortage.

Other production costs

The cost of depreciation and employee benefits was stable mainly
due to the fact that the annual production capacities were unchanged
during the year.
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Production

The annual designed production capacity of each of the major
products by product categories were as follows:

£E

RERBREDHNEEREMNFRTER

M

Year ended 31 December

BE+-A=+—HLEE

2021 2020 Change
—E-—- ZEEF &
Tonnes Tonnes %
g 7 %
Food additives BN InEl
MSG (Note) R (H72E) 1,330,000 1,330,000 -
Starch sweeteners (Note) B EHRE (M 3E) 720,000 720,000 -
Animal nutrition Y E =
Threonine (Note) Bk (hiE) 243,000 243,000 -
Lysine (Note) R (M) 200,000 200,000 -
Colloid B e
Xanthan gum (Note) =H5RB (W) 65,000 65,000 -
Others Htb
Fertilisers (Note) REEL (i a) 1,080,000 1,080,000 -

Note: The annual designed production capacity is expressed on pro-rata basis.

Analysis of Capacity Usage of Major Product Lines

Business strategy of production remained unchanged and the
Group set production volume according to market demand in
order to minimise the risk from pricing competition. During the year,
the capacity utilisation rate of MSG remained stable, which was
around 84%. The capacity utilisation rate of starch sweeteners was
only around 54% in 2021, due to the oversupply in the market.
Threonine and lysine, as classified in the Animal nutrition segment,
benefiting from the increasing demand of oversea markets. The
Group determined its output based on market demand with capacity
utilisation rate of threonine and lysine reached full capacity during the
year. Xanthan gum product, as classified in the Colloid segment, had
weak market demand. In 2021, the capacity utilisation rate of xanthan
gum was only around 56%.
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Other Financial Information
Other income

In 2021, other income amounted to RMB223.1 million, which was
mainly comprised of the income from the sales of waste products,
amortisation of deferred income and government grants.

Other loss

It mainly represented net foreign exchange losses and fair value
losses on change in fair value of foreign exchange swap contracts,
which was for hedging the foreign exchange risk of our USD bank
borrowings.

Selling and marketing expenses

Selling and marketing expenses increased by approximately RMB16.2
million, or 1.2%, in 2021. It is no significant change during the year.

Administrative expenses

Administrative expenses increased by approximately RMB132.4
million, or 16.2%, in 2021. The increase was due to an increase in
research and development expenses and employee benefit expenses.

Net impairment losses on financial assets

The increased net impairment losses on financial assets mainly
represented the Group recorded a full provision of RMB50.0 million
that was the loan to a third party. As at 31 December 2021, the
loan receivable was past due for collection as the third party was in
financial difficulties. Due to increasing credit risk, the Group measured
the impairment as lifetime expected credit losses.

Finance income

Finance income mainly represented interest income from bank
deposits and foreign exchange gain from our USD bonds and
syndication bank loan. The interest income from bank deposits and
bank balance amounted to RMB36.3 million, a decrease of 16.9%.
This was mainly due to the decrease in our working capital during
the year. On the other hand, the Group recorded an exchange gain
on financing activities of approximately RMB82.3 million (2020: an
exchange gain of RMB145.9 million), mainly due to the exchange
difference of USD bonds and bank borrowings denominated in USD
in 2021.

Finance costs

The finance costs of the Group in 2021 decreased, mainly as interest
expense decreased by approximately RMB33.3 million, as interest
rate bearing for syndication loan is much lower than the interest rate
bearing of the 3-year 5.875% USD bonds issued on 28 August 2018
which are fully expired and repaid in August 2021.
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Staff costs

Staff costs of the Group increased by approximately RMB56.0 million,
or approximately 5.3%, from approximately RMB1,065.0 million in
2020 to approximately RMB1,121.0 million in 2021. The increase was
mainly due to an increase in number of staffs.

Depreciation

Depreciation expense of the Group decreased by approximately
RMB9.0 million, or 0.7%, from RMB1,246.8 million in 2020 to
RMB1,237.8 million in 2021.

Income tax expense

The income tax expenses for the year ended 31 December 2021
mainly represented the PRC Enterprise Income Tax (“EIT”). Seven
subsidiaries of the Group including Hulunbeir Fufeng, Shandong
Fufeng, Shenhua Pharmaceutical, Baoji Fufeng, IM Fufeng, Xinjiang
Fufeng and Longjiang Fufeng have obtained the approvals to become
a new and high-technology enterprise and had been entitled to a
preferential income tax rate of 15% (2020: 15%). The qualification of
new and high-technology enterprise is subject to renewal for each
three years interval.

According to the Ministry of Finance Announcement No. 23, 2020,
“The notice on extending enterprise income tax policies of the western
region development strategy issued by the Ministry of Finance, the
State Administration of Taxation and the National Development and
Reform Commission” (B B #F A & 2020 4 25 23 5% “ B BR #F ~ 74 7%
BE EBRERAEZENTCEASAFRECLEMSERBERD
A7) taking effect from 1 January 2021, companies set up in the
western region and falling into certain encouraged industry catalogue
promulgated by the PRC government will be entitled to a preferential
tax rate of 15%.

Four subsidiaries of the Group, including Baoji Fufeng, IM Fufeng,
Hulunbeir Fufeng and Xinjiang Fufeng, were set up in the western
development region and fall into the encouraged industry catalogue,
and therefore they are entitled to the above said preferential tax rate
of 15% (2020: 15%).

The Group’s subsidiaries in the PRC are subject to PRC EIT which is
calculated based on the applicable tax rate of 25% (2020: 25%) on
the assessable profits of the subsidiaries in accordance with PRC
tax laws and regulations except for those as discussed above. The
Group’s subsidiaries in Hong Kong are subject to income tax at a rate
of 8.25% (2020: 8.25%) on the estimated assessable profit for the
year ended 31 December 2021.
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The Group’s subsidiary in the United States is subject to state income
tax at a rate of approximately 8.84% and 9.5% (2020: 8.84% and
9.5%) and a federal income tax at a rate of approximately 21%
(2020: 21%) on the estimated assessable profit for the year ended 31
December 2021.

Liquidity and Financial Resources

As at 31 December 2021, the Group’s cash and cash equivalent
and restricted bank deposits were RMB4,054.8 million (2020:
RMB1,231.2 million) whereas current bank borrowings and current
other borrowings were approximately RMB1,722.3 million and Nil
respectively (2020: RMB1,361.1 million and RMB1,647.7 million).
Non-current bank borrowings and non-current other borrowings were
approximately RMB2,504.8 million and Nil (2020: RMB464.4 million
and Nil), respectively.

USD Bonds

The Company issued USD350 million three-year USD bonds on
28 August 2018 with a fixed interest rate of 5.875% per annum.
The gross proceeds of the USD bonds issue, before deduction
of underwriting discounts and commissions and other estimated
expenses in connection with the bond issue, amounted to
approximately USD349.6 million, which the Company was mainly
used to refinance then existing debt and for business development
purposes.

The Company completed the repurchase of USD96,664,000 in
aggregate principal amount of USD bonds (the “Repurchased
Bonds”) which were repurchased during 6 November 2018 to 13 May
2020, representing approximately 27.62% of the aggregate principal
amount of USD bonds originally issued. The Repurchased Bonds
were cancelled before 30 June 2020. The balance of USD bonds was
fully repaid on 30 August 2021.

Syndication bank facilities

On 9 March 2021, the Company (as borrower) and certain of its
subsidiaries (as guarantors) entered into a facilities agreement
(“Agreement”) with certain major banks (as lenders) pursuant to
which a USD term and revolving loan facilities up to USD400 million
with a term of 36 months from initial funding has been granted to
the Company at the rate of interest equivalent to the aggregate of a
margin rate of 1.80% per annum plus the London interbank offered
rate administered by ICE Benchmark Administration Limited on the
relevant date in respect of the USD loan. The purpose of the loan
is mainly to refinance the USD bonds and part of bank loan of the
Company and for the Group’s general corporate purposes. The
utilisation drawdown of the syndication bank facilities, amounted to
USD400 million, was made on 24 August 2021. Furthermore, as
disclosed in the announcement made by the Company on 4 June
2021, as per the Agreement, it would constitute a change of control
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event if Mr. Li Xuechun, being the controlling shareholder of the
Group, ceases to beneficially own at least 35% of the issued share
capital of the Company or ceases to be the single largest shareholder.
On and at any time after the occurrence of a change of control event,
(i) the Lender shall not be obliged to fund the utilisation of the term
loan facility, and (ii) if the lenders so required, the lenders shall, by not
less than five days notice to the Company, require all outstanding
loans, together with accrued interest and all other amounts accrued
under the finance documents in connection with the loan facilities
immediately due and payable.

Except for the above, the Group had no other committed banking
facilities as at 31 December 2021. The Directors believe that the
Group’s liquidity position is relatively stable and that the Group has
sufficient banking facilities to repay or renew existing short term bank
loans and other borrowings.

Outlook and Future Plan

1. We adopt the “Dual High-quality Objectives” tactics as
our strategic mission for 2022, including 1) high-quality
internationalisation by accelerating the establishment of a more
complete international production and sales network; and 2) the
high-quality operation of the existing production and operation
capacity to maintain and consolidate our leading position in the
Chinese market so that we will advance our business expansion
and become an industrial powerhouse.

2. By strengthening the B2C model, we will provide industrial
customers with tailor-made product solutions and strengthen
the marketing capabilities of B2C consumer products, adding
the product driven model to our bulk trade raw material model.

3. We will establish a scientific research facility in Qingdao to
enhance systematic research and technical capabilities, including
the basic research and development (such as independent
yeast research) and the research and development of product
applications.

4. We will establish a market intelligence unit, focusing on
researching market information and trends, so as to formulate
a more accurate pricing strategy of our products, as well as
procurement strategy of raw materials.
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Other Information

Material acquisition or disposal of subsidiary and
associated company

The Group had no other material acquisition or disposal of
subsidiaries or associated companies for the year ended 31
December 2021.

Employees

As at 31 December 2021, the Group had approximately 15,000
employees. Employees’ remuneration was paid in accordance with
relevant policies in the PRC. Appropriate salaries and bonuses were
paid which were commensurate with the actual practices of the
Group. Other corresponding benefits include pension, unemployment
insurance, housing allowance, etc.

Contingent Liabilities

As at 31 December 2021, the Group had no material contingent
liabilities.

Charges on assets

As at 31 December 2021, RMB500.0 million of term deposits (2020:
Nil) were pledged to certain banks to secure bank borrowings of
RMB500.0 million (2020: Nil) of the Group and RMB3.0 million of
restricted bank deposits (2020: Nil) were pledged for issuance of
bank acceptance notes (2020: Nil).

The long-term bank borrowings and syndication loan were secured
by the pledge of the capital stock of certain subsidiaries of the
Company, which are Acquest Honour Holdings Limited, Summit
Challenge Limited, Absolute Divine Limited and Expand Base Limited.
The guarantors are all holding companies that collectively control the
operation and assets of its PRC subsidiaries of the Group.
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Gearing ratio

As at 31 December, 2021, the total assets of the Group amounted
to approximately RMB21,510.8 million (2020: RMB19,355.7 million)
whereas the total borrowings amounted to RMB4,227.0 million
(2020: RMBS3,473.2 million). The gearing ratio was approximately
19.7% (2020: 17.9%). which is calculated based on the Group’s total
interest-bearing borrowings over total assets.

Foreign exchange exposure

On 22 April 2020, the Company entered into a USD150,000,000
foreign exchange swap agreement. It was mainly for hedging the
exposure to foreign exchange risk of the remain outstanding balance
of Company’s USD Bonds which were issued on 28 August 2018.
Subsequently, the abovementioned USD150,000,000 foreign
exchange swap agreement was expired and settled on 30 August
2021. The Company has entered into a new USD200,000,000
foreign exchange swap agreement on 24 August 2021. Such foreign
exchange swap agreement is mainly for hedging part of the exposure
to foreign exchange risk of the USD400 million syndicated loan facility
entered into by the Company on 9 March 2021, and of which the
utilisation of the full USD400 million was made on 24 August 2021.

The Company entered into one USD38,000,000 foreign exchange
swap agreement on 3 November 2019. It was for hedging the full
exposure to foreign exchange risk of the Company’s USD bank loan
amounted to USD38,000,000.

Except for the above, the Directors do not consider that the exposure
to foreign exchange risk is significant to the Group’s operation as
the Group operated mainly in the PRC and most of the Group’s
transactions, assets and liabilities are denominated in RMB. Foreign
currencies were, however, received for the export sales of products,
the issuance of USD bonds and draw-down of bank borrowings.
Such proceeds were subject to foreign exchange risk before receiving
and converting them into RMB. The foreign currencies received for
export sales were converted into RMB depend on needs and market
conditions. The Group manages foreign exchange risk arising from
proceeds from issuance of USD bonds and bank borrowings by
partially applying cross currency swaps to mitigate exposures arising
from the fluctuations in foreign currencies of bonds and borrowings.
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Dividend

The Board recommended the declaration of a final dividend of
HK11.70 cents per share, subject to Shareholders’ approval at the
annual general meeting.

The final dividend will be payable on or about 30 June 2022 to
Shareholders whose names appear on the register of members of the
Company on 10 June 2022.

The sum of paid interim dividend (HK9.8 cents per share) and
proposed final dividend is HK21.5 cents per share (2020: HK9.9
cents).

Purchase, redemption or sales of listed securities of the
Company

Neither the Company, nor any of its subsidiaries purchased,
redeemed or sold any of the Company’s listed securities during the
year ended 31 December 2021.

Corporate governance report

The listing of the Shares on the Main Board of the Stock Exchange
took place on 8 February 2007 and the Directors are of the opinion
that the Company’s corporate governance practices are based on
the principles and code provisions set out in the CG Code. During the
year of 2021, the Company has complied with the code provisions of
the CG Code except for the following:

Code Provision A.6.7 of the CG Code: The independent non-
executive Directors and the non-executive Directors should attend
the general meetings of the Company. However, due to other
commitments, the independent non-executive Directors, Mr. Xu
Zheng Hong and Mr. Zhang You Ming did not attend the annual
general meeting of the Company held on 28 May 2021. All the
Directors have given the Board and the committees of which they are
members the benefit of their skills, expertise and varied backgrounds
and qualifications through regular attendance and active participation.
The Directors will also endeavor to attend future general meetings
and develop a balanced understanding of the views of Shareholders.
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Audit Committee

The Company has established an audit committee in compliance with
the Listing Rules. The audit committee comprises three independent
non-executive directors, and is responsible for reviewing the Group’s
audit, interim and annual accounts of the Group and the system
of internal control. The audit committee has reviewed the Group’s
consolidated financial statements for the year ended 31 December
2021, including the accounting principles and practices adopted by
the Group.

Closure of register of members

The register of members of the Company will be closed from 24 May
2022 to 27 May 2022 (both dates inclusive), during which period
no transfer of shares will be registered. In order to determine the
identity of members who are entitled to attend and vote at the annual
general meeting to be held on 27 May 2022, all transfers of shares
accompanied by the relevant share certificates must be lodged
with the Company’s branch registrar in Hong Kong. Tricor Investor
Services Limited at Level 54, Hopewell Centre, 183 Queen’s Road
East, Hong Kong not later than 4:30 p.m. on 23 May 2022.

The register of members of the Company will be closed from 8 June
2022 to 10 June 2022 (both dates inclusive), during which no transfer
of shares will be registered. In order to qualify for the proposed final
dividend, all transfers of shares accompanied by the relevant share
certificates must be lodged with the Company’s branch registrar in
Hong Kong. Tricor Investor Services Limited at Level 54, Hopewell
Centre, 183 Queen’s Road East, Hong Kong not later than 4:30 p.m.
on 7 June 2022.

Annual general meeting

The annual general meeting is expected to be held on 27 May 2022.
A notice convening the annual general meeting will be dispatched to
the Shareholders in due course.

By order of the Board
Fufeng Group Limited
Li Xuechun

Chairman

Hong Kong, 30 March 2022
As at the date of this announcement, the executive directors of the
Company are Mr. Li Xuechun, Mr. Li Deheng and Mr. Li Guangyu and

the independent non-executive directors of the Company are Mr. Lau
Chung Wai, Mr. Xu Zheng Hong and Mr. Zhang You Ming.
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GLOSSARY
AR

ASP
FHEE

Baoji Fufeng

Board
Exw

BVI
RBRIES

CG Code
EERTA

Company
ZA/NE]

Director(s)

=

FVOCI
BAFESFARMES B

Group
REE

HKFRS
B BHRE LR

Hong Kong
e

Hulunbeir Fufeng
i AR &S
IM Fufeng
NEHEE

Listing Rules
R Al

Longjiang Fufeng

EIsE

average selling price(s) of the products of the Group

AEBEERNFERE

EHEB LA YR AR QA (Baoji Fufeng Biotechnologies Co., Ltd.), an indirect
wholly- owned subsidiary of the Company

BRRLAEMMBEAERQR ARAHEZENBAF

the board of Directors

EEa )

The British Virgin Islands
RERZES

Code on Corporate Governance Practice under Appendix 14 of the Listing Rules
R BIM S MIE T R EE R B RTA

Fufeng Group Limited
BEEEEBRAA

the director(s) of the Company
KARES

Fair value through other comprehensive income
BRAFEFARMEGS W

the Company and its subsidiaries

ARE R EKE AT

Hong Kong Financial Reporting Standards
BB mELER

the Hong Kong Special Administrative Region of the PRC
P EEFEFRIITHR

W im B R4 B 2 A YRR A R A (Hulunbeir Northeast Fufeng Biotechnologies
Co., Ltd.), an indirect wholly-owned subsidiary of the Company

FirRBERILESEVHZERAR  ARAHEZ2ENB AR

ANEHBELYLE YRR AR A [ (Neimenggu Fufeng Biotechnologies Co., Ltd.), an
indirect wholly-owned subsidiary of the Company
ANEHBLAEYRFEERAR  ARAHEZEWB QR

the Rules Governing the Listing of Securities on the Stock Exchange

B FTE S AR Al
BEEWEETIEL YRR AR QA (Qigihar Longjiang Fufeng Biotechnologies Co.,

Ltd.), an indirect wholly-owned subsidiary of the Company
EERBETSLEYREERAR  ARDNELENEL R

_48 —



MSG

NG

PRC

FE

Shandong Fufeng
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Share(s)
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Shareholder(s)
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Shenhua Pharmaceutical
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Stock Exchange
832

Xinjiang Fufeng

miERY

HKD
ABITT
RMB
AR®

USD
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%
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monosodium glutamate, a salt of glutamic acid which is commonly used as a flavour
enhancer and additive in the food industry, restaurant and household application
AW RERRE  REEKRELERERRL LA NENAREE

the People’s Republic of China, which for the purpose of this announcement exclude
Hong Kong, the Macau Special Administrative Region of the PRC and Taiwan
REARANE  BAREME - TREES - FERPIBITRER A

Ll 58 B & 2B A BR A A (Shandong Fufeng Fermentation Co., Ltd.), an indirect wholly-
owned company of the Company
IWVRBEEEBAR AR ARREE2AN B AR

share(s) in the share capital of the Company

RRBPA R B

holder(s) of the Share(s)
R FEH A

T #8252 % 5 R A &) (Jiangsu Shenhua Pharmaceutical Co., Ltd.), a company
with limited liability established in the Jiangsu Province of the PRC, an indirect wholly-
owned subsidiary of the Company

TESEREXBRAR RPBRIHEKINERAR  ARAAIREEE2EMER
7

the Stock Exchange of Hong Kong Limited

EEBMERGMER DA

FEE LA YR AR AR (Xinjang Fufeng Biotechnologies Co., Ltd.), and indirect
wholly-owned subsidiary of the Company

MBREYEYMRAERAR  ARRBELZEWNBERA

Hong Kong dollars, the lawful currency of Hong Kong

FEREEERET

Renminbi, the lawful currency of the PRC
FEEEEBARKE

United States dollars, the lawful currency of the United States of America
ENZARBEEEEEET

per cent
Btk
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