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Directors’ Report
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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 (collectively,
the “Group”) for the year ended 31 December 2021.

Principal Activities

The principal activity of the Company is investment holding. The Company’s
subsidiaries are principally engaged in the manufacture and sale of cornstarch, lysine,
starch-based sweetener, modified starch and ancillary corn-based and corn-refined
products. Details of the principal activities of the Company’s subsidiaries are set out
in note 15 to the consolidated financial statements.

Business Review

The Group’s revenue is derived from two business segments, namely (i) upstream
products and (i) fermented and downstream products, the production activities of
which are carried out in the People’s Republic of China (the “PRC”).

A fair review of the Group’s business during the year is set out in the Management
Discussion and Analysis on pages 9 to 17. The Environmental and Sustainability
Report set out on pages 18 to 29 provides a review on the Group’s environmental
policies, compliance by the Group with the relevant laws and regulations that have
a significant impact on the Group and key relationships with the major stakeholders
to the Group (including its employees, customers and suppliers). The Risk Review
Report set out on pages 30 to 33 provides a comprehensive review on principle risks
and uncertainties facing the Group.

The Group is committed to complying with all environmental policies and other
relevant laws and regulations related to its business operating environment. In
addition, the Group also has an internal laboratory to monitor the quality of our
products perpetually in order to ensure that our products comply with national
standards, including food safety standards.

Connected Transaction

Details of the related party transactions for the year ended 31 December 2021 are set
out in the notes 27 and 34 to the consolidated financial statements. The related party
transactions as set out in notes 27 and 34 to the consolidated financial statements
constituted fully exempt connected transactions as defined in Chapter 14A of the
Rules Governing the Listing of Securities (the “Listing Rules”) on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”).
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Dividends

In view of the increasing infection cases of COVID-19 in many cities in the PRC, the
Board considers that it may be more challenging to our business and, therefore,
tends to have more conservative approach on cash management. The Board
recommends the payment of a final dividend of HKO.69 cents per share for the year
ended 31 December 2021 to shareholders whose names appear on the register of
members of the Company on 9 June 2022. The proposed final dividend, if approved
at the forthcoming annual general meeting of the Company (‘AGM”), is expected to
be paid on or about 15 July 2022 in cash.

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

Executive Directors:

Mr. Tian Qixiang (Chairman)

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

Mr. Yu Yingquan

Independent non-executive Directors:
Professor Hua Qiang

Mr. Sun Mingdao

Mr. Yue Kwai Wa, Ken

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

None of the above Directors proposed for re-election 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.

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 Listing Rules
and considers that all of them are independent.

Directors’ Interest in Transaction, Arrangement or Contract
of Significance

No transaction, arrangement or contract of significance in relation to the Group’s
business to which the Group was a party and in which a Director or his connected
entity had a material interest, whether directly or indirectly, subsisted during or at the
end of the financial year.
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Permitted Indemnity

Pursuant to Article 191 of the Articles, the Directors and other officers of the
Company shall be indemnified out of the Company’s assets from and against all
losses and liabilities which they may incur or sustain in the execution of their duties,
excluding any losses and liabilities that may arise from fraud and dishonesty. The
above indemnity provision was in force during the course of the year and remained
in force as of the date of this annual report. In addition, the Company has maintained
appropriate directors and officers liability insurance for the purpose of indemnifying for
losses in respect of relevant legal actions against the Directors and other officers of
the Company.

Directors’ and Chief Executive’s Interests

As at 31 December 2021, 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
“SFQ”)) 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:
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RBEERMAF 191 ARDEEREMSHEA
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Name of The Company/ Capacity/ Number and class of Percentage of
Director associated corporation nature of interest securities held shareholding
EE s *AE/HEEE g/ EatE FEEFYERER hRET DL
(note 1) (note 3)
(PE1) (F5¥3)
Mr. Tian Qixiang The Company Interest in a controlled corporation 3,705,385,194 ordinary shares 61.81%
of HK$0.10 each (L) (note 2)
HERLE E/NS| e AERES 3,705,385,194f B IR EE0. 108 7T 61.81%
HERR(L) (H5E2)
Merry Boom Group Limited Beneficial owner 131 ordinary shares of US$1 each (L) 54.58%
REEEERRAE BHEBA 131REREBEIZETHNEERL 54.58%
Mr. Gao Shijun Merry Boom Group Limited Beneficial owner 60 ordinary shares of US$1 each (L) 25.00%
BEELE REEEERRE BHEBA 60l SR EEIETNEERL 25.00%
Mr. Yu Yingguan Merry Boom Group Limited Beneficial owner 1 ordinary shares of US$1 each (L) 0.42%
FHEREE BREEERAR BHREEA IREREEBIETNEBRLY 0.42%
Notes: BT -
1) The letter “L” denotes the Directors’ long position in the shares of the Company or the (1) FHI R TNEEFNALBRERAER ZE
relevant associated corporation. AR o
©) These shares were held by Merry Boom Group Limited. Merry Boom Group Limited — (2) LWERMBEREEERRABDFR  IREE

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

()] The percentage of shareholding is calculated on the basis of 5,994,132,043 shares in
issue of the Company as at 31 December 2021.
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Save as disclosed above, as at 31 December 2021, 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.

Share Option Scheme

The Company adopted a share option scheme (the “Share Option Scheme”) on 19
May 2017. The major terms of the Share Option Scheme are as follows:

1. The purpose of the Share Option Scheme is to enable the Group to grant
options to eligible persons as incentives or rewards for their contribution
to the Group and to enable the Group to attract, recruit and retain senior
management, key employees and human resources that are valuable or
potentially valuable to the Group.

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

6

be issued upon the exercise of all outstanding options granted and yet to
be exercised under the Share Option Scheme and any other share option
scheme adopted by the Group must not in aggregate exceed 30% of the
number of issued Shares from time to time. The total number of the Shares
which may be allotted and issued upon the exercise of all options (excluding,
for this purpose, options which have lapsed in accordance with the terms of
the Share Option Scheme and any other share option scheme of the Group)
to be granted under the Share Option Scheme and any other share option
scheme of the Group must not in aggregate exceed 10% of the issued
Shares as at the date of approval of the Share Option Scheme.

The total number of Shares issued and which may fall to be issued upon
the exercise of the options granted under the Share Option Scheme and
any other share option scheme of the Group (including both exercised or
outstanding options) to each grantee in any 12-month period shall not
exceed 1% of the issued Share for the time being (“Individual Limit”). Any
further grant of options in excess of the Individual Limit in any 12-month
period up to and including the date of such further grant must be separately
approved by the shareholders of the Company in general meeting with such
grantee and his associates abstaining from voting.

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

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

The acceptance of an offer of the grant of the option must be made within 28
days from the date of the offer for the grant with a non-refundable payment of
HK$1.00 from the grantee.
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8. The exercise price of the share option is determined by the Board but shall

not be less than the higher of (a) the closing price of the Shares as stated in
the daily quotations sheet of the Stock Exchange on the date of grant; (b) the
average closing price of the Shares as stated in the Stock Exchange’s daily
quotations sheets for the five business days immediately preceding the date
of grant; and (c) the nominal value of the Shares.

The Share Option Scheme shall be valid and effective till 18 May 2027.

As at 31 December 2021, no share option had been granted under the Share Option
Scheme of the Company.

Interests of the Substantial Shareholders and Other Persons

As at 31 December 2021, so far as is known to the Directors, the following person,

other than a Director or chief executive of the Company, has an interest or a short

position in the shares or underlying shares of the Company as recorded in the register

required to be kept by the Company under section 336 of the SFO; or as otherwise

being notified to the Company, as being directly or indirectly interested or deemed to

be interested in 5% or more of the issued share capital of the Company:
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Number
of shares/ Percentage of
Name of Capacity/ underlying issued
shareholder nature of interest shares share capital
15,18 RA HBE81T
KRRETE B3 #ENE KRH &R REFSL
(note 1) (note 3)
(MF=E1) (MF5E3)
Merry Boom Group Limited Beneficial owner (note 2) 3,705,385,194 (L) 61.81%
REERABRAT EmEs A (izE2)
Notes: M 5
) The letter “L” denotes the long position in the shares of the Company. (1) FEILIEREARTRGONER -

@

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

The percentage of issued share capital is calculated on the basis of 5,994,132,043
shares in issue of the Company as at 31 December 2021.
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Save as disclosed above, as at 31 December 2021, there were no any other persons
(other than the Directors and chief executive of the Company) who had interests
or short positions in the shares or underlying shares of the Company which were
required to be recorded in the register kept by the Company pursuant to section 336
of the SFO.

Arrangement to Acquire Shares or Debentures

Other than the Share Option Scheme as disclosed above, at no time during the
year was the Company or any of its subsidiaries a party to any arrangement which
enables the Directors to acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate.

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

There was no purchase, sale or redemption of the Company’s listed securities during
the year ended 31 December 2021.

Pre-Emptive Rights

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

Major Customers and Suppliers

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

Public Float

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

On behalf of the Board

Tian Qixiang
Chairman
Shouguang, The People’s Republic of China

18 March 2022
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Management Discussion and Analysis
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INDUSTRY OVERVIEW AND COMPANY DEVELOPMENT
Overview

Year 2021 was a year with high uncertainties, issues, and disputes. First, the new
COVID-19 variants, Delta and Omicron, dashed people’s hope to end the pandemic.
Second, the level of trade and political dispute between China and US became more
serious. Third, the frequency of extreme weather increased and affected more areas.
Although there was a small scale outbreak of COVID-19 in the second half of 2021 in
China, it did not obstruct Chinese economic recovery.

With the contributions from our competent management team, the performance
of the Group in 2021 was not materially affected by COVID-19. The Group strived
many efforts to increase our product output ratio and production volume without
compromising quality. The Group achieved a turnover of more than RMB11 billion for
the first time.

Our major product, cornstarch, is a base material for the production of consumer
products. Cornstarch may seem insignificant but it is hard to replace. Our other
products, such as lysine, gluten meal and sweeteners, are non-reusable. Therefore,
the volume of consumption of these products was not materially affected in a good
time or in a bad time.

In the second half of 2021, certain Chinese provinces imposed electricity rationing
mandates on different industrial sectors to meet emission targets. During the
electricity rationing period, the Group did not have any material adverse financial
impacts. We adjusted our production schedule to meet our sales targets. On the
other hand, the customers were worried about they could still obtain enough supply
from the market. During the electricity rationing period, the market atmosphere for
our products was better than other times. We took this opportunity to accept more
purchase orders from our customers. As a result, our inventory level was maintained
at a low level during this period.

We are cautiously optimistic about the business in 2022. Many factors affect
the outlook for various industries. Firstly, the carbon-neutral policy may affect
the entities’ operation as well as the increase in utilities expenses. Secondly, the
downturn of the pork market would affect the demand for lysine products. Thirdly,
the resurgence of COVID-19 variants may affect consumers’ confidence. Finally, the
intensifying geopolitical conflict affects food prices and shipping costs globally. The
management team considers that the above factors may have both positive and
negative impacts on our business. We are confident that we can turn threats into
opportunities. Our competitive advantages include our large scale of production, low
energy consumption ratio, having a competent team for monitoring market prices
and good at market prediction. We will continue to use a robust approach to manage
the business and increase our efficiency. We will also increase our commitment to
product development and research abilities.
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Business Development

The expansion of production facilities in producing 20,000 tonnes lactic acid and
5,000 tonnes polylactic acid is still undergoing. The management team expected that
the Group will start lactic acid and polylactic acid trial production in the second and
fourth quarters of 2022 respectively.

We established a joint venture company (Shouguang Juneng Musashino
Biotechnology Co., Ltd) with a Japanese leading lactic acid and lactic acid derivatives
company (Musashino Chemical Laboratory, Ltd,) (“JV Partner”) in 2020. In view of
the serious outbreak of COVID-19 in Japan in the past two years, the process of
this expansion project lags behind the original timetable. Both parties are still willing
to carry out this project as originally planned. As at the date of this report, we have
selected some production sites for environmental impact assessment. We will work
together with our JV Partner and government authorities for the selection of the
appropriate production site. This expansion project is a cooperation project with an
overseas investor. Policies blow cold and hot and are unpredictable under the threat
of new variants of COVID-19, for example, sudden travelling restriction or COVID-19
screening. Therefore, we do not set a completion date for this expansion project at
this stage.

BUSINESS REVIEW
Upstream Products

The business performance of upstream products, representing cornstarch and its
by-products, was outstanding during the year under review. Adverse factors, such
as COVID-19 and electricity rationing, did not affect our business performance.
The recovery of pig-breeding activity increased demand for the raw materials for
the production of animal feeds directly. Besides, the electricity rationing measures
imposed by the local government affected the confidence in the stable supply of
goods which caused an increase in purchase orders or early delivery requests from
customers.

Fermented and Downstream Products

Fermented and downstream products refer to the products derived from cornstarch.
Our fermented and downstream products can be used in different industries, such
as animal feeding and breeding, paper manufacturing, food and beverage and
chemicals.

Lysine is a raw material for the production of animal feeds. As explained above, the
market demand for lysine increased substantially resulted from the recovery of the
pig-breeding industry. During the year under review, certain large-scale overseas
lysine manufacturers suspended lysine production. Chinese lysine filled the market
discrepancies. Naturally, we recorded a substantial increase in export sales.

CHINA STARCH HOLDINGS LIMITED
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Starch-based sweetener is mainly used in the food and beverage industry and,
to a certain extent, is a substitute for cane sugar. During the year under review,
the Group adjusted our liquid and crystallised output ratio. The cost per unit of
liquid sweetener was lower than the crystallised one because the crystallisation of
sweetener consumed more energy. The percentage of liquid sweetener increased to
approximately 69.4% of total starch-based sweetener sales volume (2020: 58.7%).

Looking forward, the business performances of lysine and starch-based sweetener
are still subject to the industry’s operating ratio and oversupply problem. Our
competent management team has to monitor the market condition of each
product and adjust our production schedule or product mix to maintain profitability
accordingly.

The Group reduced its modified starch production target because the city’s sewage
treatment plant reduced its sewage treatment capacity in the second half of 2021.
The sewage produced during the production of modified starch was treated in the
Group’s internal sewage facilities at first. The sewage was then disposed to the city’s
sewage treatment plant for subsequent treatment. It is expected the modified starch
production will still be subject to the city’s sewage treatment capacity in 2022. The
Group would work together with the municipal government to achieve the sewage
disposal target and our new production output target.

Other fermented and downstream products represented new biobased materials.
Lactic acid and its derivative products are one of them. The turnover contribution
of these products to the Group was still small as compared with other traditional
products.

FINANCIAL PERFORMANCE
Overview

During the year under review, the Group recorded a total revenue of approximately
RMB11,639,315,000 (2020: RMB8,892,261,000). Gross profit of the Group increased
significantly by 70.1% to approximately RMB952,211,000 (2020: RMB559,775,000).

Profit after taxation increased significantly to RMB402,830,000 (2020:
RMB207,039,000). Basic earnings per share of the Company was RMBO0.0577 per
share based on the weight average number of 5,994,132,000 ordinary shares (2020:
RMBO0.0317 per share based on the weight average number of 5,995,591,000
ordinary shares).
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Segment Performance

Upstream products

Revenue WA
Gross profit E=F
Gross profit margin EF=

DERIR
_EHEam

2021 2020

B ZEIEF

RMB’000 RMB’000

ARMETT ARET T

8,576,482 6,738,510

496,351 418,556

5.8% 6.2%

Revenue of upstream products increased significantly by 27.3% to
RMB8,576,482,000 (2020: RMB6,738,510,000). The gross profit margin of this
business segment decreased by 0.4 percentage point to 5.8%. The average selling
price of our upstream products was driven by both the strong demand and the
increased corn kernel cost and utilities expenses during the year under review.
The Group successfully passed the increased cost to our customers. The average
selling price of cornstarch was about RMB2,988 (2020: RMB2,347) per tonne. The
sales volume of cornstarch were approximately 1,951,074 tonnes (2020: 1,915,794
tonnes).

Fermented and downstream products

THERNKAKXRELEA27.3%E AR
8,576,482, 000t (ZZEZZTF : AR
6,738,510,0007T) ° A% BRI EF =R /L0.4
BEDMES.8% - REBEER > BHMHFERYU
BERNRARAEEEMIIEMES T LiE
G FEIEE A EEKIN A G N R A ER
ERF - RKBMNFHEBRSMEAR2988
T (ZEIEE D ARE2,34770) « TR BIHHIEH
B#7%1,951,074M8 (ZZ ZE4F 1 1,915,794M) o

BERTHER

2021 2020
—E-—F —EIEEF
RMB’000 RMB’000
AR®F AR#FT

Revenue A
- Lysine —fBaE 2,224,230 1,442,844
— Starch-based sweetener —RRADHE 519,544 357,781
— Modified starch — MR 267,463 312,025
— Others — = Ath 51,596 41,101
Total 4B 3,062,833 2,153,751
Gross profit EH) 455,860 141,219
Gross profit margin EF=E 14.9% 6.6%

Revenue of fermented and downstream products increased substantially to
RMB3,062,833,000 (2020: RMB2,153,751,000).

Revenue of lysine increased from approximately RMB1,442,844,000 to
RMB2,224,230,000. The overall sales volume of lysine products increased by 16.2%
to about 320,638 tonnes (2020: 275,875 tonnes). As there was strong market
demand, the average selling price recorded a substantial increase by 32.6%. The
average selling price of lysine products was about RMB6,937 (2020: RMB5,230) per
tonne.

CHINA STARCH HOLDINGS LIMITED
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Revenue of starch-based sweetener was approximately RMB519,544,000 (2020:
RMB357,781,000). The average selling price and sales volume of starch-based
sweetener was about RMB2,650 (2020: RMB2,201) per tonne and 196,049 tonnes
(2020: 162,586 tonnes) respectively.

Revenue of modified starch decreased from RMB312,025,000 to RMB267,463,000.
Such decrease was mainly attributable to the reduction of production resulting from
the city’s sewage disposal control in the second half of the year.

Revenue of other fermented products increased by 25.5% to approximately
RMB51,596,000 (2020: RMB41,101,000).

Cost of sales and gross profit

The major cost components for the year ended 31 December 2021 mainly consisted
of corn kernel cost and utilities expenses. Our electricity and steam unit prices
were adjusted in the fourth quarter of 2021 by the electricity companies because
the coal price increased significantly. The corn kernel market price also increased
significantly by 25.1% to RMB2,542 (2020: RMB2,032) per tonne, net of value added
tax. As there was a strong market demand for all range of products, we can shift
our cost burden to our customer in most of the time. The gross profit increased to
approximately RMB952,211,000 (2020: RMB559,775,000).

The Group did not enter into any forward/futures contract to hedge the price
fluctuation of corn kernel during the year review. The Group makes purchases from
the spot market in accordance with its production schedule.

Review of Other Operations
Distribution and administrative expenses

Distribution expenses for the year ended 31 December 2021 decreased substantially
to RMB164,934,000 (2020: RMB184,229,000) because the Group used more bulk
cargo delivery which the cost was lower than other means of distributions, such as by
train. In addition, the Group also promoted customers to pick up their goods from our
warehouse directly.
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Distribution expenses for the year ended 31 December 2021 and 2020 mainly #®EZZ-_—Fx_Z-ZTF+_/F=+—0HIt
comprised of the followings: FENDHERFTEAETIEE!

2021 2020

T —F —ERE

RMB’000 RMB’000

AR®FT ARBTT

Delivery and logistics AT R 138,173 160,786
Marketing expenses miIGHEERS 14,450 14,279
Staff costs BT RHA 7,173 6,384
Others Hih 5,138 2,780
164,934 184,229

Administrative expenses for the year ended 31 December 2021 increased ®HEZZ-_—F+A=+—HIEFENTHE
substantially to RMB192,013,000 (2020: RMB166,018,000). The significant increase ~ FIAIEIEINZE AR192,013,000c (ZE T4 ©
was mainly attributable to the increase in the staff costs and depreciation and  AR#166,018,0007T) ° Z ARG ML EEZHR
amortisation expenses. Administrative expenses for the year ended 31 December EBIMARNELRBHEREM HE_T - —
2021 and 2020 mainly comprised of the followings: FRIZEIEF+ A=+ —HIFENTHE

BFEgETIEE

2021 2020
—E-—F ZEIEHF
RMB’000 RMB’000
AR®FT AR®BF T
Staff costs BT A& 101,312 93,835
Depreciation and amortisation expenses ITEE R i EE & A 37,371 24,098
Government levies B E 22,657 21,145
Others Hih 30,673 26,940
192,013 166,018

Research expenses HEEH

Research expenses for the year ended 31 December 2021 increased substantially #E_Z-_—F+_B=+—HIEFENHEE
to RMB199,648,000 (2020: RMB28,899,000), which were mainly attributable to B AIRIEMNE AR199,648,0007T (ZEZFF
the increase in research expenses on the innovation of production technology and AR #28,899,0007T) * Itb73 F EZHN £ ERTA!
obtaining new knowledge for corn-derivative products. The research projects also MR EIREKRTEERM AN ARTERIG M-
included feasible studies on new methods of production, improving production  ZRIEE N BIEFHEELEE 5 AR B AT M
efficiency, and reducing energy consumption. 7 IR B L EN @ OBV BE B FE ©
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Other net income

The other net income increased to RMB114,923,000 (2020: RMB80,871,000). The
major items of other net income are set out below:

HtF YA

HMF WAL INZE AR 114,923,0007t (Z&2 =
T4 . AR1E80,871,0007T) o EMF M AN T E
EHEHNWT :

2021 2020
T —F TZTEF
RMB’000 RMB’000
ARBTT ARBEF T
Amortisation of government grants BT BN Ry 8Y 62,925 58,821
Government grants (one-off) B RN (—3 %) 36,496 1,543
Gain on sales of scrap materials THEER 2 W= 17,317 11,521
Electricity and related service B RAERERE 610 4,348
Gain on futures contracts HE&aNE 333 2,524
Accounts payable written back e EIINEN - 3,996
Gain/(loss) on disposals of property, plant and equipment  HE B KRB EHHN
W#, (B518) 1,075 (1,231)
Written off of property, plant and equipment W2 B (3,091) -
Net foreign exchange loss PE & R5 185 48 (1,958) (4,036)
Others Hth 1,216 3,385
114,923 80,871
HUMAN RESOURCES AND REMUNERATION POLICIES ANE R R FHMEER

As at 31 December 2021, the Group had about 2,326 full time staff (2020: 2,316)
in the PRC and Hong Kong. Total staff costs, including Directors’ emoluments, of
the Group were approximately RMB229,470,000 (2020: RMB190,457,000). The
Group considers the experience, responsibility, and performance of the Directors
and employees of the Group in order to determine their respective remuneration
packages.

The Company has adopted a share option scheme (the “Share Option Scheme”)
in order to enable the Group to grant options to eligible persons as incentives or
rewards for their contribution to the Group as well as to attract, recruit and retain
senior management, key employees and human resources that are valuable or
potentially valuable to the Group.

In addition, a remuneration committee is delegated by the Board to review and
determine the terms of remuneration packages, bonuses and other compensation
payable to the Directors and senior management.

As at 31 December 2021, no share options have been granted under the Share
Option Scheme.
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FINANCIAL MANAGEMENT AND TREASURY POLICY

The Group adopts a conservative approach for cash management and investment on
uncommitted funds. The primary purpose of our financial management and treasury
policy is to ensure possessing of sufficient cash and available banking facilities to
meet its commitment on one hand and to obtain better return on the other hand. Any
unused fund is not only placed on short-term/fixed deposits with authorised financial
institutions in Hong Kong and/or the PRC, but also short-term capital-and-reward
guaranteed financial instruments.

FOREIGN CURRENCY EXPOSURE

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

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL
STRUCTURE

The key financial performance indicators of the Group for the year ended 31
December are set out below:

MBEEREBHR

FERHTEEEARNESTRRETHREE
BRRARB BRAMBEEREBRRNEER
BNRERFARHRSRAIPABRITEERN
HKE > WIS EERNDR - ERHRBANE
SHREERNE B HRENDE SR EE
KR ERERSN e BIERERRAREK
mAERT R

4 BE L B

ENFAEETSETELEES MAEHKE
DR EERBEDUARBHE RESAR
AN EE BT AR BRI B o 28T > LI 8H
BRI EERINE - BRMEMERZIRD
N 8 A 78 78 52 51 B Rl g o H 0 8% 5 W B9 Sh I
DRSNS P UE R R AR o REH M &
DT SNER AL B N EEINERRR > T2
BRTY)BEEXEERER -

RBEE MHERRERRE

FERBE+ A=+ —HLEFENRARMBER
WIER&HIINT ¢

Units 2021 2020
B —E—F ZEIEF
Debtors turnover FE W BR R i days X 14 25
Creditors turnover T ER RN B days X 7 7
Inventories turnover FEEE days X 24 30
Current ratio TRENEEE times & 25 1.9
Quick ratio HENLEX times & 1.8 1.2
Gearing ratio (note 1) BAREEEE (MFsE1) % 2.4 2.8
Total shareholder return (note 2) MRS EREIRE (ME2) % 41.7 13.3
Notes: B 5
1) Gearing ratio is calculated as the borrowings to total assets. 1) TEIRLEE I ER G UBEESE
@) Total shareholder return combines share price appreciation and dividends paid to show  (2) MRROIREDEREABLENRE U

the total return to shareholders.

The Directors are of the opinion that the working capital available to the Group is
sufficient for its present requirements. As at 31 December 2021, most of borrowings
of the Group are short-term borrowings. The aggregated bank borrowings and
other borrowings of approximately RMB103,000,000 were denominated in Renminbi
and were carried interest at fixed rates. The loan from a controlling shareholder of
RMB8,176,000 was denominated in Hong Kong Dollar and was carried interest at
a floating rate. The Group’s cash and cash equivalents were mostly denominated
in Renminbi. The decrease in borrowings was mainly attributable to the improved
profitability during the year under review.
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PLEDGE OF ASSETS

As at 31 December 2021, bills payables were secured by bank acceptance bills of
RMB8,428,000. As at 31 December 2021, the Group did not pledge any leasehold
land and building to secure banking facilities.

CONTINGENT LIABILITIES

The Group did not have any significant contingent liabilities as at 31 December 2021.

DISTRIBUTABLE RESERVES

As at 31 December 2021, the Company’s reserves available for distribution to
shareholders amounted to approximately RMB132,569,000.

DIVIDEND POLICY

The Board intends to create long term value for the shareholders of the Company
through maintaining a balance between dividend distribution, adequate cash flow and
reserve to meet its working capital requirement and capturing growth opportunities.
The Board may propose or declare the payment of dividends after taking into account
the current financial performance, the future financial requirements and any other
factors that may deem relevant to the Company. The Board may decide the frequency
of dividend payment and further declare or recommend any special distributions.
Dividends may be declared or paid by way of cash or scrip or by other means that the
Board considers appropriate. The payment of dividend is also subject to compliance
with applicable laws and regulations including the laws of Cayman Islands and the
Company’s memorandum and articles of association. The Board will review this
dividend policy from time to time and there can be no assurance that dividend will be
paid in any particular amount for any given period.
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Environmental and Sustainability Report
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Basis of preparation

The preparation of this report was conducted mainly with reference to the
“Environmental, Social and Governance Reporting Guide” set out in Appendix 27 of
the Rules Governing the Listing of Securities on the Stock Exchange of Hong Kong
Limited. We aimed to provide a balanced and comprehensive review on mainly the
environment and social performance of different areas in our Group with our major
stakeholders in this report. We used priority issue analysis to identify and focus the
primary needs and issues faced by our stakeholder groups.

This report covered the overall environmental and social performance of all major
subsidiaries of the Group which are set out in note 15 to the consolidated financial
statements during the year ended 31 December 2021 which engage in the
manufacturing and sales activities in the People’s Republic of China (the “PRC”).

Disclaimer statement

The performance data set out in this report are not independently audited or verified.
The management endeavours to present a complete and meaningful information to
the user of such data, however, we cannot assure the accuracy or completeness
of data in which we collected. The accuracy of the data we produced in this report
may be affected by, inter alia, unit conversion factors, material/quality tolerance, and
difference in material used and method of production. Therefore, we accept no liability
for the accuracy of the information if users of such data suffer any losses or damage.

Board statement

We recognise our corporate social responsibility to society. Consequently, the
Board oversees ESG-related issues as well as the oversall environmental, social and
governance (“ESG”) management approach.

The Board believes that the Group’s sustainability is highly dependent on the
relationship with its stakeholders. Besides creating value to shareholders of the
Company, we also create value to our stakeholders beyond monetary terms. We
are committed to incorporating ESG mindset into business operations by balancing
financial performance with how we do business, how we treat our people, how we
live the values in our business relationships and how we care for the environment
which we rely on.
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What we believe

Cornstarch is one of the most versatile and easily workable resources which also
has a wide range of application in various industries. From the perspective of corn
supply, the promotion of using cornstarch would support the development of local
and village economy by wise-using the agricultural lands. From the perspective of
demand of corn kernel, cornstarch is one of the most commonly used components
of tens of thousands of manufactured products nowadays. Its existence can be found
in different formats, such as clothing we wear, the food and beverage served in the
restaurant, and as far as oil exploration. Thus, we maintain a positive view on our
business in the long run.

With our strong platform, we are positioned to capture the benefits of an increasing
market share and are well prepared for further sustainable growth. Even though
we are facing the current tough and uncertain global and domestic environment,
our objective remains unchanged, which is to be in a leading position in the corn-
refinery industry in the PRC. To achieve this goal, the Directors and the Board’s
executive management teams are engaged in expanding our Group in various
aspects, including our production capacity of cornstarch and lysine products, our
product pipeline, our marketing force and our market coverage. The Company is also
committed to enhancing our research and development capability.
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Reporting principles
We applied the following principles in the preparation of this report:
Materiality

We identify and assess ESG issues by considering key factors that affect the
operations and continuity of our business from the perspectives of our stakeholders.
We have six major stakeholder groups which are set out in the section headed “Our
Methodology to this Report” below in this report.

Quantitative

Where applicable, we provided information on the standards, methodologies,
assumptions and/or calculation tools used, and source of conversion factors used, for
the reporting of emissions/energy consumption disclosed in the respective sections in
this report.

Consistency

We applied consistent methodologies to allow for meaningful comparisons of ESG
data over time.

Our Methodology to this Report

The management team is delegated by the Board to identify, evaluate, prioritise,
manage and mitigate material ESG-related issues that might adversely affect our
business. The Board will discuss and review the Group’s ESG risks and opportunities,
performance, progress, goals and targets regularly with the assistance of the
management team, with reference to the applicable environmental-related targets set
by the local governments and compare our outcomes with these targets.

We conducted a stakeholder review every year to ensure that we can address
material issues related to the Group.

We have seven major stakeholder groups which can participate in or affect our
decision-making process and influence our business outcomes.
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Talents

We recognise that the health and safety of our people come first as
they are key to our long-term success. This is core to us and to every
aspect of our business. We believe the achievement of positive workplace
relations is mutually beneficial to the Group and our employees as
workplace efficiency is achieved when labour relationships allow for a
culture of continuous improvement and acceptance of change. Thus, we
encourage communication at all levels. Apart from regular meetings with the
representative of the Group’s labour union, we also obtain opinions from
and provide feedbacks within our workgroups in order to ensure continual
improvement for the work environment and other staff related matters. To
understand, manage and, where possible, minimise occupational injuries
or illnesses in our business is equally important. We have appropriate
controls in place and provide our people with appropriate training to ensure
compliance with the relevant laws and regulations in relation to employees’
health and safety. On-the-job trainings related to individual development are
also provided to our people to enhance skills and capabilities for discharging
duties at work. The purpose of this arrangement lets our staff get familiar with
all accidental situations and minimise the risk of accidents.

Our training and drills are mandatory and their results will become a part
of the staff appraisal record. Major training topics and activities are shown
below:

- Fire prevention and fire drill

- Hazardous chemical leaking drill

- Safety laws and regulations

- Occupational disease prevention training

- Body check provided for selected staff with high occupational disease
risk

- Liquid flammable chemical rescue exercise

- Electrician, welder and boiler worker safety training

- Lightning protection check

- Update and change of hazard identification and warning cards

- Safety requirement for using hoisting belts
- Prevention of dust explosion
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During the year, the Group arranged a special seminar for selected staff for
the topic related to the Production Safety Law, which was newly enacted in
the PRC. There were approximately 120 staff attended this seminar.

At the same time, we strive to cultivate sustainable employment practices
and labour standards by strictly complying with the PRC Labour Law,
the PRC Labour Contract Law and other applicable PRC employment
regulations throughout our production processes, and by promoting fair
and equal treatment in all areas of human resources, including recruitment
and promotion, compensation and dismissal, working hours, diversity, rest
periods, equal opportunity, anti-discrimination, and other benefits and welfare.
We usually recruit staff in colleges to ensure the candidates have sufficient
working capability. In addition, we also check candidates’ identification
document to avoid hiring child labour. It is our policy to avoid child and forced
labour in any of our operations. We believe that the Group can uphold human
rights, prevention of child labour and forced labour by strictly complying with
the above laws and regulations and internal policy.

In adherence with high standards of business ethics and anti-bribery policies,
all employees (including Directors) are required to abide by our ethics policy.
Our employees are prohibited from conducting themselves in any way which
involves any illegal behaviours by taking advantage or abusing their positions,
including but not limited to bribery, fraud, extortion, money laundering
and illegally obtaining or accepting benefits from others. In addition, a
whistleblowing policy has been implemented to provide a secured reporting
channel for employees and stakeholders including, among others, customers
and suppliers to report any suspected misconduct or malpractice involving
the Group.

Our Directors are reminded to avoid making decisions and abstain from
voting if they are aware of potential conflict of interests in any meetings.
Our staff handbook also included anti-corruption clauses to enhance staff's
awareness of handling conflict of interest situations. We set the tone at the
top and implement these rules at all levels in the Group. Our in-house training
is mandatory and applicable to all staff without distinction by gender.

During the year under review, there had been no incidences of non-
compliance with relevant laws and regulations that have a significant
impact on the Group regarding, among others, safe working environment,
occupational hazards, employment and labour practices, bribery, extortion,
fraud and money laundering, preventing child and forced labour and anti-
corruption and no legal proceedings or cases regarding corrupt practices had
been instituted by or brought against the Group and/or its employees.
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The following table summarised the employment information of the major
PRC subsidiaries of the Group for the past three consecutive years.
2021
—EZ—F
Number of employees EBEAZ 2,323
By gender BRI D58
All grades Fr B 4R 51
- Male —B% 1,932
- Female -t 391
Supervisory level FER
- Male — B 43
— Female -4 1
Managerial level KIBAR
- Male —B% 5
— Female -t 1
By age group BERABR D
— Under 30 —305 AT 787
-30to 50 — 305k &2505% 1,465
- Above 50 —50m A E 71
By employment type B EEER DB
- Permanen —&H 2,281
— Temporary —EREF 42
Staff turnover ratio BT kxR
All grades P 4R Al
- Male —B% 6.7%
- Female -4 0.7%
By age group B ERAER D
— Under 30 —30 U T 4.6%
—-30to 50 —305% &2505% 2.6%
- Above 50 —508 A & 0.2%
Number of Fatalities® FETERE -
Rate of Fatality® TET FE R -
Lost time injury (“LTI”) BRIKITE
(MBL TR 6
Rate of LTI° BRIFRFT e 1.26%
Training hours® (per month) EIINEe (BA)
— General —— 11.4
— Middle-level — R 16.6
— Senior —&k 21.4
a Staff turnover represents the employees (permanent and temporary) leaving
the Group voluntarily.
b Fatality is the death of an employee as a result of an occupational injury
incident in the course of employment.
[¢] The rates are the number of incidents within a financial year relative to the total

number of hours worked in the same financial year. The rates are normalised

to 1,000,000 worked hours.

d LTl is an occupational injury sustained by an employee for which the employee

misses one or more scheduled workdays after the day of injury.

e The average number of training hours per employee is calculated as the total
internal training hours to different employee categories.

TERBRAERTZREMBERARDBE
—EEEFENREBER-

2020 2019
BT —E—hEF
2,313 2,300
1,925 1,884
388 416
43 47

1 1

5 5

1 1

592 600
1,646 1,615
75 85
2,294 2,273
19 27
5.2% 6.4%
0.7% 0.8%
3.0% 4.4%
2.6% 2.5%
0.3% 0.3%
1 1
0.18% 0.26%
2 1
0.37% 0.26%
14.8 11.9
19.8 18.3
33.5 29.6
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