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Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take no 
responsibility for the contents of this announcement, make no representation as to its accuracy or 
completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or 
in reliance upon the whole or any part of the contents of this announcement.

GLOBAL BIO-CHEM TECHNOLOGY GROUP COMPANY LIMITED
大成生化科技集團有限公司 *

(incorporated in the Cayman Islands with limited liability)
(Stock code: 00809)

INTERIM RESULTS ANNOUNCEMENT
FOR THE SIX MONTHS ENDED 30 JUNE 2013

The board (the “Board”) of directors (the “Directors”) of Global Bio-chem Technology Group 
Company Limited (the “Company”) hereby announces the unaudited consolidated results of the 
Company and its subsidiaries (collectively the “Group”) for the six months ended 30 June 2013 (the 
“Period”), together with the comparative figures in the corresponding period in the previous year.

This interim condensed consolidated financial information has not been audited, but has been 
reviewed by the Company’s external auditors and the Company’s audit committee.

*  For identification purpose only
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the six months ended 30 June 2013

Six months ended 30 June
2013 2012

Notes (Unaudited) (Unaudited)
HK$’000 HK$’000

(Restated)

CONTINUING OPERATIONS

REVENUE
Sales of goods 4 5,050,874 6,045,608

Cost of sales (5,265,069) (5,183,066)

Gross profit/(loss) (214,195) 862,542

Other income and gains 4 300,863 56,883
Selling and distribution costs (360,462) (329,914)
Administrative expenses (263,624) (180,700)
Other expenses (616,411) (149,890)
Finance costs 5 (350,049) (296,415)
Share of losses of jointly-controlled entities — (1,324)
Share of losses of associates (22,647) (2,074)

LOSS BEFORE TAX FROM  
CONTINUING OPERATIONS 6 (1,526,525) (40,892)

Income tax expense 7 (121,246) (20,586)

LOSS FOR THE PERIOD FROM  
CONTINUING OPERATIONS (1,647,771) (61,478)

DISCONTINUED OPERATION
Loss for the period from a discontinued operation 8 (2,377) (78,268)

LOSS FOR THE PERIOD (1,650,148) (139,746)

OTHER COMPREHENSIVE INCOME
Other comprehensive income to be reclassified to profit or 

loss in subsequent periods:
Exchange difference on translation of financial statements of 

operations outside Hong Kong 149,376 —

TOTAL COMPREHENSIVE LOSS FOR THE PERIOD (1,500,772) (139,746)
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Six months ended 30 June
2013 2012

Note (Unaudited) (Unaudited)
HK$’000 HK$’000

(Restated)

LOSS ATTRIBUTABLE TO:
Owners of the parent (1,565,676) (98,567)
Non-controlling interests (84,472) (41,179)

(1,650,148) (139,746)

TOTAL COMPREHENSIVE LOSS ATTRIBUTABLE TO:
Owners of the parent (1,432,565) (98,567)
Non-controlling interests (68,207) (41,179)

(1,500,772) (139,746)

LOSSES PER SHARE
ATTRIBUTABLE TO ORDINARY EQUITY  

HOLDERS OF THE PARENT

Basic
— For loss for the period 10 HK(47.98) cents HK(3.02) cents

— For loss from continuing operations HK(47.94) cents HK(1.56) cents

Diluted
— For loss for the period 10 HK(47.98) cents HK(3.02) cents

— For loss from continuing operations HK(47.94) cents HK(1.56) cents

Details of the dividends proposed for the period are disclosed in note 9 to the interim condensed 
consolidated financial statements.
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
30 June 2013

30 June 31 December
2013 2012

Notes (Unaudited) (Audited)
HK$’000 HK$’000

NON-CURRENT ASSETS
Property, plant and equipment 12,581,666 13,169,329 
Prepaid land lease payments 665,019 687,193 
Deposits paid for acquisition of items of property,  

plant and equipment and prepaid land lease payments 228,127 399,807
Goodwill 348,428 348,428 
Intangible assets 28,021 29,079 
Deferred tax assets 95,409 91,113 
Investments in associates 63,300 85,947 
Trade receivables – non-current — 168,090

Total non-current assets 14,009,970 14,978,986 

CURRENT ASSETS
Inventories 4,174,665 3,645,280 
Trade and bills receivables 11 1,571,682 1,577,271 
Prepayments, deposits and other receivables 1,377,969 1,288,184 
Due from associates 250,120 134,984 
Equity investments at fair value through profit or loss 34,457 34,079 
Tax recoverable 9,193 9,080 
Pledged deposits 192,303 —
Cash and cash equivalents 1,943,013 1,266,470 

Total current assets 9,553,402 7,955,348 

CURRENT LIABILITIES
Trade and bills payables 12 2,639,326 1,300,917 
Other payables and accruals 1,028,509 915,405 
Interest-bearing bank loans and other borrowings 4,425,674 3,403,591 
Guaranteed bonds 42,291 —
Put option — 868,795
Tax payable 111,273 90,823 

Total current liabilities 8,247,073 6,579,531 

NET CURRENT ASSETS 1,306,329 1,375,817 

TOTAL ASSETS LESS CURRENT LIABILITIES 15,316,299 16,354,803
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30 June 31 December
2013 2012

Note (Unaudited) (Audited)
HK$’000 HK$’000

NON-CURRENT LIABILITIES
Interest-bearing bank loans and other borrowings 5,181,065 4,762,988 
Guaranteed bonds — 44,076 
Derivative financial instruments 8,036 8,353 
Deferred tax liabilities 311,759 268,118 
Deferred income 74,881 33,092 

Total non-current liabilities 5,575,741 5,116,627 

Net assets 9,740,558 11,238,176 

EQUITY
Equity attributable to owners of the parent
Issued capital 13 326,349 326,349 
Reserves 8,498,231 9,343,820 

8,824,580 9,670,169 

Non-controlling interests 915,978 1,568,007 

Total equity 9,740,558 11,238,176 
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
30 June 2013

1.	 CORPORATE INFORMATION

The interim condensed consolidated financial statements of the Group for the six months ended 30 June 
2013 were authorised for issue in accordance with a resolution of the board of directors of the Company 
passed on 30 August 2013.

The Company was incorporated in the Cayman Islands under the Companies Law as an exempted 
company with limited liability on 4 May 1999. The principal activity of the Company is investment 
holding. The registered office address of the Company is Cricket Square, Hutchins Drive, PO Box 2681, 
Grand Cayman KY1-1111, Cayman Islands. The principal place of business of the Company in Hong 
Kong is located at Unit 1104, Admiralty Centre, Tower 1, 18 Harcourt Road, Hong Kong. The Group 
is principally engaged in the manufacture and sale of corn refined products, corn-based biochemical 
products. There were no significant changes in the nature of the Group’s principal activities during the 
Period.

2.	 BASIS OF PREPARATION AND ACCOUNTING POLICIES

Basis of preparation

The interim condensed consolidated financial statements for the six months ended 30 June 2013 have 
been prepared in accordance with the applicable disclosure requirements of Appendix 16 to the Rules 
Governing the Listing of Securities on the Stock Exchange of Hong Kong Limited and Hong Kong 
Accounting Standard (“HKAS”) 34 “Interim Financial Reporting” issued by the Hong Kong Institute of 
Certified Public Accountants (the “HKICPA”).

The interim condensed consolidated financial statements do not include all the information and 
disclosures required in the annual financial statements, and should be read in conjunction with the 
Group’s annual financial statements for the year ended 31 December 2012.

As at 30 June 2013, the Group was unable to comply with certain financial covenants of a long term 
bank loan of RMB200 million (equivalent to HK$250 million) (“1st Loan”), another short term bank 
loan of RMB200 million (equivalent to HK$250 million) (“2nd Loan”), and another short term bank 
loan of US$10 million (equivalent to HK$77.5 million) (“3rd Loan”). The breach of covenants of the 1st 
Loan and the 2nd Loan had triggered cross default of two other short term bank loans (the “4th Loans”) 
in the aggregate principal amount of RMB380 million (equivalent to HK$475 million). All of the 1st 
Loan, 2nd Loan, 3rd Loan and 4th Loans were classified as short term bank borrowings as at the end of 
the reporting period. Subsequent to the end of the reporting period, in August 2013, the Group repaid 
the 1st Loan in full and the related loan agreement had been terminated since then. With respect to the 
2nd Loan, the Group obtained a written confirmation from the bank for the relaxation and adjustment of 
the breached financial covenant. The Directors of the Company considered that as the Group has ceased 
to be in material breach of the loan agreements related to the 1st Loan and the 2nd Loan, the Group has 
ceased to be in breach of the cross default provisions of the 4th Loans at the date of this report.

The Directors considered that the Group’s inability to comply with such covenants will not result in any 
liquidity issue to the Group and the Group will have adequate working capital to finance its operations. 
Accordingly, these financial statements have been prepared on a going concern basis.
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Significant accounting policies

Except as described below, the accounting policies adopted in the preparation of the interim condensed 
consolidated financial statements are the same as those used in the annual financial statements for the 
year ended 31 December 2012. The Group has adopted the following new and revised HKFRSs for the 
first time for the current period’s financial statements.

HKFRS 1 Amendments Amendments to HKFRS1 First-time Adoption of Hong Kong 
Financial Reporting Standards — Government Loans

HKFRS 7 Amendments Amendments to HKFRS 7 Financial Instruments: Disclosures 
– Offsetting Financial Assets and Financial Liabilities

HKFRS 10 Consolidated Financial Statements
HKFRS 11 Joint Arrangements
HKFRS 12 Disclosure of Interests in Other Entities
HKFRS 10, HKFRS 11 and 

HKFRS 12 Amendments
Amendments to HKFRS 10, HKFRS 11 and HKFRS 12 

– Transition Guidance
HKFRS 13 Fair Value Measurement
HKAS 1 Amendments Amendments to HKAS 1 Presentation of Financial Statements 

— Presentation of Items of Other Comprehensive Income
HKAS 19 (2011) Employee Benefits
HKAS 27 (2011) Separate Financial Statements
HKAS 28 (2011) Investments in Associates and Joint Ventures
HK(IFRIC)-Int 20 Stripping Costs in the Production Phase of a Surface Mine
Annual Improvements 

2009-2011 Cycle
Amendments to a number of HKFRSs issued in June 2012

Other than as further explained below regarding the impact of amendments to HKAS 1, amendments 
to HKFRS 7, HKFRS 10 and Annual Improvements 2009-2011 Cycle, the adoption of these new and 
revised HKFRSs has no significant financial effect on these interim condensed consolidated financial 
statements and there have been no significant changes to the accounting policies applied in these 
financial statements.

The HKAS 1 Amendments introduce a grouping of items presented in other comprehensive income 
(OCI). Items that could be reclassified (or recycled) to profit or loss at a future point in time (e.g., 
net gain on hedge of net investment, exchange differences on translation of foreign operations, net 
movement on cash flow hedges and net loss or gain on available-for-sale financial assets) now have to 
be presented separately from items that will never be reclassified (e.g., actuarial gains and losses on 
defined benefit plans and revaluation of land and buildings). The amendment affected presentation only 
and had no impact on the Group’s financial position or performance.

The HKFRS 7 Amendments require an entity to disclose information about rights to set-off and related 
arrangements (e.g., collateral agreements). The disclosures would provide users with information 
that is useful in evaluating the effect of netting arrangements on an entity’s financial position. The 
new disclosures are required for all recognised financial instruments that are set off in accordance 
with HKAS 32 Financial Instrument: Presentation. The disclosures also apply to recognise financial 
instruments that are subject to an enforceable master netting arrangement or similar agreement, 
irrespective of whether they are set off in accordance with HKAS 32. The amendment affected 
disclosure only and had no impact on the Group’s financial position or performance.
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HKFRS 10 establishes a single control model that applies to all entities including special purpose 
entities. HKFRS 10 replaces the parts of previously existing HKAS 27 Consolidated and Separate 
Financial Statements that dealt with consolidated financial statements and HK(SIC)-Int12 Consolidation 
— Special Purpose Entities. HKFRS 10 changes the definition of control such that an investor controls 
an investee when it is exposed, or has rights, to variable returns from its involvement with the investee 
and has the ability to affect those returns through its power over the investee. To meet the definition 
of control in HKFRS 10, all three criteria must be met, including: (a) an investor has power over an 
investee; (b) the investor has exposure, or rights, to variable returns from its involvement with the 
investee; and (c) the investor has the ability to use its power over the investee to affect the amount of 
the investor’s returns. HKFRS 10 had no impact on the consolidation of investments held by the Group.

The Annual Improvements to HKFRSs 2009-2011 Cycle issued in June 2012 sets out amendments to a 
number of HKFRSs. Among which, HKAS 34 clarifies the requirements relating to segment information 
for total assets and liabilities for each reportable segment to enhance consistency with the requirements 
in HKFRS 8 Operating Segments. Total assets and liabilities for a reportable segment need to be 
disclosed only when the amounts are regularly provided to the chief operating decision maker and there 
has been a material change in the total amount disclosed in the entity’s previous annual consolidated 
financial statements for that reportable segment. The Group provides this disclosure as total segment 
assets were reported to the chief operating decision maker (CODM). As a result, the Group now also 
includes disclosure of total segment assets and segment liabilities as these are reported to the CODM.

The Group has not applied the following new and revised HKFRSs, that have been issued but are not 
yet effective, in the interim condensed consolidated financial statements:

HKFRS 9 Financial Instruments2

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

Amendments to HKFRS 10, HKFRS 12 and HKAS 27 (2011) — 
Investment Entities1

HKAS 32 Amendments Amendments to HKAS 32 Financial Instruments: Presentation — 
Offsetting Financial Assets and Financial Liabilities1

HKAS 36 Amendments Amendments to HKAS 36 Impairment of Assets — Recoverable 
Amount Disclosures for Non-Financial Assets1

HKAS 39 Amendments Amendments to HKAS 39 Financial Instruments: Recognition and 
measurement — Novation of Derivatives and Continuation of Hedge 
Accounting1

(IFRIC)-Int 21 Levies1

1	 Effective for annual periods beginning on or after 1 January 2014
2	 Effective for annual periods beginning on or after 1 January 2015

The management is in the process of making an assessment of the impact of these new and revised 
HKFRSs upon initial application. So far, the Company considers that these new and revised HKFRSs 
are unlikely to have a significant impact on the results and the financial position of the Group.
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3.	 SEGMENT INFORMATION

For management purposes, the Group is organised into business units based on their products and 
services. Prior to the Period, the Group had two reportable operating segments being the corn refined 
products segment, which engaged in the manufacture and sale of corn refined products, including corn 
starch, corn gluten meal and corn oil; and the corn based biochemical products segment, which engaged 
in the manufacture and sale of corn based biochemical products, including corn sweeteners, polyol 
chemicals and amino acids. During the Period, in order to cope with the merger of certain subsidiaries 
engaged in both the corn refined products segment and the corn based biochemical products segment, 
the following reportable operating segments are adopted by the Group to better allocate resources of the 
Group and assess performance of the different operating segments:

(a)	 the amino acids segment engages in the manufacture and sale of corn-based biochemical products, 
including lysine, threonine and tryptophan;

(b)	 the polyol chemicals segment engages in the manufacture and sale of corn-based biochemical 
products, including polyol chemicals, hydrogen and ammonia; and

(c)	 the corn sweeteners segment engages in the manufacture and sale of corn-based biochemical 
products, including glucose, maltose and dextrin.

All three operating segments also engage in the manufacture and sale of corn refined products. 

The management monitors the operating results of the Group’s business units separately for the purpose 
of making decisions in relation to allocation of resources of the Group and assessment of performance 
of different operating segments. Segment performance is evaluated based on reportable segment profit/
(loss), which is a measure of adjusted profit/(loss) before tax. The adjusted profit/(loss) before tax is 
measured consistently with the Group’s profit before tax except that interest income, finance costs, 
government grants and corporate expenses are excluded from this measurement.

Intersegment sales and transfers are transacted with reference to the selling prices used for sales made 
to third parties at the then prevailing market prices.

The Group’s revenue is derived from customers based in the mainland of the People’s Republic of 
China (“Mainland China”) and in regions other than Mainland China. The geographical information is 
another basis on which the Group reports its segment information.

On 21 December 2012, Global Sweeteners Holdings Limited (“GSH”), an indirect non-wholly owned 
subsidiary of the Company, announced the decision of its board of directors to exit its retail beef 
business. Accordingly, the retail beef business was treated as a discontinued operation and was not 
included in the segment information.
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(a)	 Operating segment information

Amino acids Polyol chemicals Corn sweeteners Eliminations Consolidated
Six months ended 30 June

2013 2012 2013 2012 2013 2012 2013 2012 2013 2012
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
(Restated)

Revenue:
External customer 3,109,628 3,826,693 181,216 305,994 1,760,030 1,912,921 — — 5,050,874 6,045,608
Intersegment — 109,804 443,600 441,331 335,291 347,825 (778,891) (898,960) — —

Total revenue 3,109,628 3,936,497 624,816 747,325 2,095,321 2,260,746 (778,891) (898,960) 5,050,874 6,045,608

Segment results (210,260) 439,127 (1,077,894) (94,571) (59,780) 14,521 — — (1,347,934) 359,077

Bank interest income 2,055 2,764
Gain on exercise of put 

option 187,500 —
Unallocated revenue 111,308 54,119
Unallocated expenses (129,405) (160,437)
Finance costs (350,049) (296,415)

Loss before tax (1,526,525) (40,892)
Income tax expense (121,246) (20,586)

Loss from a discontinued 
operation (2,377) (78,268)

Loss for the period (1,650,148) (139,746)
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Amino acids Polyol chemicals Corn sweeteners Total
30 June

2013
31 December

2012
30 June

2013
31 December

2012
30 June

2013
31 December

2012
30 June

2013
31 December

2012
(Unaudited) (Audited) (Unaudited) (Audited) (Unaudited) (Audited) (Unaudited) (Audited)

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Segment assets 9,842,078 9,920,058 11,018,580 12,428,883 5,132,682 4,524,040 25,993,340 26,872,981

Reconciliation:
Elimination of intersegment 

receivables (4,573,340) (5,211,802)
Cash and cash equivalents 1,943,013 1,266,470
Pledged deposits 192,303 —
Assets related to a 

discontinued operation 8,056 6,685

Total assets 23,563,372 22,934,334

Segment liabilities 5,472,244 5,406,942 1,627,647 2,118,461 1,636,850 1,158,577 8,736,741 8,683,980 

Reconciliation:
Elimination of intersegment 

payables (4,573,340) (5,211,802)
Interest-bearing bank 

borrowings 9,606,739 8,166,580
Corporate and unallocated 

liabilities 51,500 56,238
Liabilities related to a 

discontinued operation 1,174 1,162

Total liabilities 13,822,814 11,696,158

(b)	 Geographical information

Regions other than
Mainland China Mainland China Consolidated

Six months ended 30 June
2013 2012 2013 2012 2013 2012

(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

(Restated) (Restated)

Revenue:
External customers 3,813,629 4,500,267 1,237,245 1,545,341 5,050,874 6,045,608
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4.	 REVENUE, OTHER INCOME AND GAINS

Revenue, which is also the Group’s turnover, represents the net invoiced value of goods sold, after 
allowances for returns and trade discounts.

An analysis of other income and gain is as follows:

Six months ended 30 June
2013 2012

(Unaudited) (Unaudited)
HK$’000 HK$’000

(Restated)

Other income
Bank interest income 2,055 2,764
Sales of scrap and raw materials 23,004 22,674
Government grants* 12,640 4,815
Others 3,459 2,279

41,158 32,532

Gains
Gain on exercise of put option 187,500 —
Gain on disposal of prepaid land premium 54,792 —
Fair value gains/(losses), net:

— Derivative financial instruments 317 —
— Equity investments at fair value through profit or loss 738 —
— Guaranteed bonds 2,331 —
— Long term receivables 14,027 —

Exchange differences reclassified from reserves when the 
jointly-controlled entities became subsidiaries — 12,582

Fair value loss of investments in jointly-controlled entities — (1,710)
Gain on bargain purchase — 13,479

300,863 56,883

*	 Government grants represented the rewards for environmental protection, technology innovation and 
improvement to certain subsidiaries located in Mainland China.
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5.	 FINANCE COSTS

Six months ended 30 June
2013 2012

(Unaudited) (Unaudited)
HK$’000 HK$’000

Interest on bank loans 304,393 291,006
Finance costs for discounted bills receivable 13,397 9,830
Interest on guaranteed bonds 1,418 23,545
Interest on put option 32,991 48,282
Less: Interest capitalised (2,150) (76,248)

350,049 296,415

6.	 LOSS BEFORE TAX

The Group’s loss from operating activities is arrived at after charging/(crediting):

Six months ended 30 June
2013 2012

(Unaudited) (Unaudited)
HK$’000 HK$’000

(Restated)

Raw materials and consumables used  4,206,242  3,793,689 
Exchange loss on exercise of put option  35,714 —
Provision for legal expenses  2,830  5,998 
Depreciation  402,941  305,024 
Amortisation of prepaid land premiums and intangible assets 11,756 12,855 
Fair value losses/(gains), net:

— Derivative financial instruments  (317)  5,891 
— Equity investments at fair value through profit or loss  (738)  (749)
— Guaranteed bonds  (2,331)  7,294 
— Long term receivables  (14,027) — 

Fair value loss of investments in jointly-controlled entities — 1,710
Impairment/(reversal of impairment) of trade receivables and 

prepayments, deposits and other receivables (60,577) 122,600
Impairment of inventories to net realisable value#  425,371  63,276 
Impairment of property, plant and equipment 581,335 —

#	 Included in “cost of sales” in the condensed consolidated statement of comprehensive income.
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7.	 INCOME TAX EXPENSE

Six months ended 30 June
2013 2012

(Unaudited) (Unaudited)
HK$’000 HK$’000

Current — Hong Kong — —
Current — Mainland China:

Income tax 13,423 54,769
Withholding tax 43,750 —

Deferred
Income tax 23,769 (34,183)
Withholding tax 40,304 —

Tax charge for the period 121,246 20,586

No provision for Hong Kong profits tax has been made as the Group had no assessable profits arising in 
Hong Kong during the period.

The statutory tax rate for all subsidiaries in Mainland China was 25% for the six months ended 30 June 
2013 (2012: 25%).

Changchun Dahe Bio Technology Development Co. Ltd., was approved as an advanced and new 
technology enterprise by the Jilin Government for the period from 5 November 2010 to 4 November 
2013. It enjoys a preferential income tax rate of 15% from 1 January 2010 onwards.

8.	 DISCONTINUED OPERATION

On 21 December 2012, GSH announced the decision of its board of directors to exit its retail beef 
business in order to eliminate the risks brought by quality assurance due to the tightening food safety 
policy in Mainland China, and to enable the Group to channel its resources to the core corn based 
business.
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The results of the retail beef business for the period are presented below:

Six months ended 30 June
2013 2012

(Unaudited) (Unaudited)
HK$’000 HK$’000

Revenue — 3,107 
Cost of sales — (18,374)
Other income — 3 
Selling and distribution expenses — (480)
Administrative expenses (2,377) (4,632)
Other expenses — (57,892)

Loss before tax from the discontinued operation (2,377) (78,268)

Income tax — —

Loss for the period from the discontinued operation (2,377) (78,268)

The net cash flows incurred by the discontinued operation are as follows:

Six months ended 30 June
2013 2012

(Unaudited) (Unaudited)
HK$’000 HK$’000

Operating activities (17) 4,662 
Investing activities — (1,298)
Financing activities — (8,713)

Net cash outflow (17) (5,349)

Loss per share: 
Basic, from the discontinued operation HK(0.04) cents HK(1.46) cents
Diluted, from the discontinued operation HK(0.04) cents HK(1.46) cents

The calculations of basic and diluted loss per share from the discontinued operation are based on:

Six months ended 30 June
2013 2012

(Unaudited) (Unaudited)

Loss attributable to ordinary equity holders of the parent from the 
discontinued operation HK$(2,377,000) HK$(78,268,000)

Weighted average number of ordinary shares in issue during the 
period used in the basic earnings per share calculation (note 10) 3,262,868,616 3,262,246,070

Weighted average number of ordinary shares used in the diluted 
earnings per share calculation (note 10) 3,262,868,616 3,262,246,070
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9.	 DIVIDEND

The Board has resolved not to recommend the payment of an interim dividend for the six months ended 
30 June 2013 (six months ended 30 June 2012: Nil).

10.	 LOSS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS OF THE PARENT

The calculation of the basic loss per share for the period ended 30 June 2013 is based on the 
consolidated loss for the period attributable to owners of the parent and the weighted average number 
of ordinary shares in issue during the period of 3,262,868,616 (six months ended 30 June 2012: 
3,262,246,070).

No adjustment has been made to the basic loss per share amounts for the period ended 30 June 2013 
in respect of a dilution as the impact of the share options outstanding had an anti-dilutive effect on the 
basic loss per share amounts presented.

11.	 TRADE AND BILLS RECEIVABLES

30 June 31 December
2013 2012

(Unaudited) (Audited)
HK$’000 HK$’000

Trade receivables 1,433,540 1,691,526
Bills receivable 312,060 288,330
Impairment (173,918) (234,495)

1,571,682 1,745,361

Classified
Non current portion — (168,090)

Current portion 1,571,682 1,577,271

The Group normally allows credit terms of 90 days to established customers and credit terms of 180 
days were allowed to some major customers with a long term business relationship and good credit 
history. The Group seeks to maintain strict control over its outstanding receivables. Overdue balances 
are reviewed regularly by senior management. In view of the aforementioned and the fact that the 
Group’s trade receivables relate to a large number of diversified customers, there is no significant 
concentration of credit risk. The Group does not hold any collateral or other credit enhancements over 
its trade receivable balances. Trade receivables are non-interest-bearing.

During the year ended 31 December 2012, the Group entered into settlement agreements with certain 
debtors to restructure the payment terms of the outstanding balances due by the Group. Accordingly, 
these balances were stated at amortised cost based on the revised payment terms and classified to non-
current assets.
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30 June 31 December
2013 2012

(Unaudited) (Audited)
HK$’000 HK$’000

Within 1 month 485,604 548,623
1 to 2 months 281,857 371,329
2 to 3 months 113,008 171,773
3 to 6 months 293,431 132,323
Over 6 months 397,782 521,313

Total 1,571,682 1,745,361

The movements in provision for impairment of trade receivables are as follows:

2013 2012
(Unaudited) (Audited)

HK$’000 HK$’000

At 1 January 234,495 55,494
Impairment losses recognised 227 186,116
Impairment losses reversed (64,104) (7,800)
Exchange realignment 3,300 685

At 30 June 2013/31 December 2012 173,918 234,495

The aged analysis of the trade and bills receivables that are not considered to be impaired is as follows:

30 June 31 December
2013 2012

(Unaudited) (Audited)
HK$’000 HK$’000

Neither past due nor impaired 880,469 1,091,725
Less than 1 month past due 109,357 64,407
1 to 3 months past due 184,074 338,362
Over 3 months past due 397,782 250,867

Total 1,571,682 1,745,361

Receivables that were neither past due nor impaired relate to a large number of diversified customers 
for whom there was no recent history of default.

Receivables that were past due but not impaired relate to a number of independent customers that have 
a good track record with the Group. Based on past experience, the directors are of the opinion that no 
provision for impairment is necessary in respect of these balances as there has not been any significant 
change in credit quality and the balances are still considered fully recoverable.
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12.	 TRADE AND BILLS PAYABLES

30 June 31 December
2013 2012

(Unaudited) (Audited)
HK$’000 HK$’000

Trade payables 1,857,451 1,300,917
Bills payable 781,875* —

Total 2,639,326 1,300,917

*	 At 30 June 2013, amounting to HK$192,303,000 was pledged as deposit for issued bills payable 
according to the agreement between the Group and the banks.

The Group normally obtains credit terms ranging from 30 to 90 days from its suppliers, except for 
the purchase of corn kernels from farmers, which are normally settled on a cash basis. The carrying 
amounts of trade payables approximate to their fair values.

An aged analysis of the trade and bills payables as at the end of the reporting period, based on the 
invoice date, is as follows:

30 June 31 December
2013 2012

(Unaudited) (Audited)
HK$’000 HK$’000

Within 1 month 1,121,137 708,567
1 to 2 months 641,917 265,611
2 to 3 months 186,368 153,070
Over 3 months 689,904 173,669

Total 2,639,326 1,300,917

13.	 ISSUED CAPITAL

The following is a summary of the authorised share capital and the issued share capital of the Company:

30 June 31 December
2013 2012

(Unaudited) (Audited)
HK$’000 HK$’000

Authorised:
10,000,000,000 (31 December 2012: 10,000,000,000)  

ordinary shares of HK$0.10 each 1,000,000 1,000,000

Issued and fully paid:
3,263,489,164 (31 December 2012: 3,263,489,164)  

ordinary shares of HK$0.10 each 326,349 326,349
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MANAGEMENT DISCUSSION AND ANALYSIS

The Group is principally engaged in the manufacture and sale of corn refined products, categorised 
into three major business segments, namely, the amino acids, polyol chemcials, and corn sweeteners 
segments. Corn, as the major raw material, is first refined by the wet milling process and then 
further refined biochemically or chemically to process into a wide range of high value-added 
downstream products.

BUSINESS ENVIRONMENT

In the first half of 2013, although the United States has gradually restored its economic growth, the 
global economy was still far from optimistic due to continuous concerns within certain European 
countries and hampered emerging markets from the financial crisis. Moreover, the slowdown in 
economic growth rate in Mainland China in addition to the complicated economic situation led to 
unfavorable market conditions for the Group. The PRC Central Government continued to implement 
series of measures and policies aiming to maintain steady growth within the country. However, 
decreased consumption power of consumers and increased pressure from peaking agricultural 
products costs gave rise to a rough operating environment for corn refinery industry.

Advancement in agricultural infrastructure including information system, warehouses for inventory, 
and transportation network within agribusiness areas, diminished the seasonality of corn kernels’ 
price fluctuations. Also, in light of the escalating policy procurement prices in recent years, corn 
farmers and trading houses are less worried in utilizing the crop during harvest seasons. This suggests 
that corn price will continue to experience an upward trend at a relatively steady rate.

In the first half of 2013, rising raw material costs together with the government’s tightened measures 
on food safety and stricter health requirement for animal raisings and meat processing posed pressure 
on animal farming and created burden on the industries. In addition, the industry was further 
plundered by the outbreak of bird flu in March 2013.

The crude oil price and domestic chemicals product prices no longer held strong since the first 
quarter of 2013. The decrease in consumption of various chemicals products for downstream 
business, the relatively low crude oil price, and the longer than expected period to secure market 
acceptance of the polyol chemicals products further depressed the results of the Group’s polyol 
chemicals business during the period under review.

FINANCIAL PERFORMANCE

The corn refinery industry has boomed rapidly over the past decade with the demand of corn as raw 
material for refinery and further processing also growing at an unanticipated pace. Since 2010, the 
PRC government has been imposing measures and policies to slow down the demand of corn by 
reducing and ceasing in licensing new investment on corn refinery.
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The purposively and strategically planned vertical integration of corn refinery and downstream 
processing was well implemented in the Group’s operation history. Corn starch refined from 
corn kernels, is used as major feedstock to downstream production, and consequently part of the 
production processes of various downstream products.

The competition of corn refined products was intensified by increasing production capacities 
established over the years in the industry and increasing cost of corn. Corn refinery, previously 
referred to as the upstream products segment, is no longer a major business unit for the Group. 
Therefore, the various business segments have been re-categorized during the period under review. 
The three major business segments have been further integrated by considering and consolidating the 
corn refinery as an initial production process and also part of the production process of value-added 
downstream products. Each business segment accounts for its major product lines and by-products 
manufactured during the processes.

Group Financial Performance

(Revenue: HK$5.1 billion (2012: HK$6 billion))
(Gross loss: HK$214 million (2012: Gross profit: HK$863 million))
(Net loss: HK$1,566 million (2012: HK$99 million))

The decline in financial performance was mainly due to (i) the decline in the average selling prices 
and demand of the Group’s products which in particular, the sale of the Group’s lysine products 
was affected by the recent emergence of the new bird flu strain; (ii) the impairment loss made by 
the Group for the inventory of the polyol chemicals products due to the decrease of selling prices; 
(iii) the impairment loss made by the Group for the polyol chemicals production facilities in view 
of the unfavourable market conditions of the polyol chemicals products, and (iv) the increase of the 
average cost of corn kernels by approximately 11% to approximately HK$2,509 (2012: HK$2,257) 
per metric tonne (“MT”) compared with the same period last year.

Amino acids segment

(Revenue: HK$3.1 billion (2012: HK$4.0 billion))
(Gross profit: HK$109 million (2012: HK$730 million))

The amino acids segment consists of major product lines such as lysine, protein lysine, threonine and 
other products — modified starch and corn refined products.

During the Period, the revenue and gross profit of this segment decreased by approximately 24% and 
85%, respectively, which were mainly attributable to the heavy pressure on average selling price and 
inflating cost of the raw material, namely, corn.
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The revenue and gross profit of amino acids major products, such as lysine, protein lysine, threonine, 
and etc. amounted to approximately HK$2.5 billion (2012: HK$3.2 billion) and approximately 
HK$160 million (2012: HK$754 million) respectively, which accounted for approximately 50% 
(2012: 53%) of the Group’s total revenue.

Among the major products, lysine products contributed the most to the Group’s operations, which 
are applied as an additive in animal feed. The average selling price of lysine continued a downward 
trend since the last quarter of 2012 with a significant decrease in the gross profit of approximately 
25% as compared to the same period last year. This downturn cycle is mainly attributable to the 
additional production capacity launched from the market and adverse impact from the H7N9 bird flu 
outbreak. Nevertheless, the sales volume maintained an expected gain of 7% due to a steady growing 
demand from animal feed market.

The modified starch products within the segment recorded revenue of approximately HK$96 million 
(2012: HK$168 million) but gross loss of approximately HK$2 million (2012: gross profit HK$13 
million) due to increasing production costs despite a slight increase in selling price of products.

Reduction in sales volume of corn refined products by approximately 27% resulted in the revenue 
to decrease by approximately 17% as compared to the same period last year, which amounted to 
approximately HK$471 million (2012: HK$567 million). The gross loss and gross loss margin of the 
upstream corn refined products were approximately HK$56 million (2012: gross loss HK$38 million) 
and approximately 12% (2012: 7%) respectively.

Polyol chemicals segment

(Revenue: HK$625 million (2012: HK$748 million))
(Gross loss: HK$422 million (2012: HK$49 million))

Polyol chemicals segment consists of polyol chemicals such as glycols, resins, hydrogen, ammonia, 
and corn refined products.

The corn refinery in polyol chemicals segment has no direct external sales of corn starch, but 
directly processes glucose as an intermediary for the polyol chemicals segment as well as the amino 
acids segment. During the Period, the sales volume of the glucose to amino acids segment decreased 
by approximately 44% to approximately 98,000 metric tonne (2012: 175,000 metric tonne) compared 
with the same period of last year. The revenue and gross profit decreased by approximately 45% to 
approximately HK$240 million (2012: HK$435 million) and by approximately 58% to approximately 
HK$22 million (2012: HK$53 million) respectively.
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In light of reduced utilization of the facility, the sales volume of the corn refined products decreased 
by approximately 23% to approximately 39,000 metric tonne (2012: 51,000 metric tonne) as 
compared with the same period last year. During the Period, the revenue decreased by approximately 
24% to approximately HK$98 million (2012: HK$129 million) and the gross loss decreased by 
approximately 31% to approximately HK$19 million (2012: HK$27 million). The gross loss margin 
was approximately 19% (2012: 21%).

The polyol chemicals products generated revenue of approximately HK$79 million (2012: HK$184 
million) and contributed gross loss amounting to approximately HK$398 million (2012: HK$75 
million). Such deterioration was driven by consequential decline in market prices of chemical 
products due to unfavorable market conditions in the chemical industry. The market selling price 
of chemical products has been dropping dramatically since second quarter of 2013, therefore, an 
additional provision of closing inventories of polyol chemicals amounted to approximately HK$334 
million at 30 June 2013 (2012: HK$58 million) was made. As a result, this business recorded a 
gross loss margin of approximately 502% (2012: 46%) during the Period. In view of the challenging 
operating conditions of the polyol chemicals business, the production of polyol chemicals has been 
temporarily suspended since June 2013.

Ammonia is a new product launched by the Group since 2013. The revenue and gross loss of 
ammonia are approximately HK$208 million and HK$27 million respectively. Most of the ammonia 
was supplied to amino acids segment for production use.

Corn sweeteners segment

(Revenue: HK$2,095 million (2012: HK$2,261 million))
(Gross profit: HK$98 million (2012: HK$181 million))

The corn sweeteners segment consists of various liquid and solid sweeteners products and corn 
refined products, and is mainly operated by Global Sweeteners Holdings Limited (“GSH”), an 
indirect non-wholly owned subsidiary of the Company whose shares are listed on the Stock 
Exchange, and its subsidiaries.

The operating environment of corn sweeteners was depressed by the increased raw material costs 
during the Period. The sales volume dropped by approximately 6% and revenue of corn sweeteners 
division decreased by approximately 7% as compared with the corresponding period last year. The 
gross profit from this segment decreased to approximately HK$98 million (2012: HK$181 million), 
with a gross profit margin of approximately 5% (2012: 8%).
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Consolidated results by product series

The consolidated revenue and gross profit/(loss) of the Group’s products sold to external customers 
decreased substantially by approximately 16% and 125% respectively during the Period, which were 
mainly attributable to the drop in average selling prices and the rise in average cost of goods sold. 
The consolidated figures in sales volume, average selling price, average cost of goods sold, revenue 
and gross profit/(loss) for the Period and the corresponding period last year as categorized by 
products are summarised as follows:

For the six months ended 30 June 2013

Product series
Sales

volume

Average
selling

price

Average
cost of

goods sold Revenue
Gross

profit/(loss)
MT HK$ HK$ HK$’000 HK$’000

per MT per MT

Upstream products 478,250 3,084 3,240 1,475,038 (74,475)
Downstream products

Amino acids 307,430 8,269 7,703 2,542,253 174,061
Modified starch 22,303 4,300 4,381 95,895 (1,812)
Polyol chemicals 10,538 7,527 43,778 79,319 (382,004)
Ammonia 5,279 2,989 4,025 15,781 (5,468)
Corn sweeteners 230,762 3,651 3,324 842,588 75,503

Total 5,050,874 (214,195)
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For the six months ended 30 June 2012

Product series
Sales

volume

Average
selling

price

Average
cost of

goods sold Revenue
Gross

profit/(loss)
MT HK$ HK$ HK$’000 HK$’000

per MT per MT (Restated) (Restated)

Upstream products 520,839 3,019 3,176 1,572,370 (81,939)
Downstream products

Amino acids 289,108 11,075 8,029 3,201,799 880,594
Modified starch 40,242 4,172 3,863 167,902 12,444
Polyol chemicals 21,944 8,371 12,201 183,702 (84,048)
Ammonia — — — — —
Corn sweeteners 255,711 3,597 3,067 919,835 135,491

Total 6,045,608 862,542

Export Sales

The Group generated revenue of approximately HK$1.2 billion (2012: HK$1.5 billion) from 
export sales, which accounted for approximately 24% (2012: 26%) of the Group’s total revenue, 
representing a decrease of approximately HK$308 million or 2% as compared to the same period last 
year. The drop was due to the slowdown of the global market.

Operating expenses, finance costs and income tax expense

Despite a decrease of approximately 7% in sales volume of the Group, the selling and distribution 
costs amount to approximately HK$360 million (2012: HK$330 million), representing an increase 
of approximately 9% as compared to the same period last year. The ratio of such operating expenses 
over the Group’s revenue surged up to approximately 7.1% (2012: 5.5%) as the revenue amount of 
the Group decreased by approximately 16% as compared to the same period last year.

The administrative expenses of approximately HK$264 million (2012: HK$181 million) increased 
by approximately 46% as compared to the corresponding period last year and the ratio of such 
administrative expenses to turnover increased to approximately 5.2% (2012: 3.0%), due to the 
decrease of revenue during the Period.



— 25 —

The other operating expenses for the Period amounted to approximately HK$616 million (2012: 
HK$150 million) mainly comprising of legal expenses of approximately HK$3 million (2012: 
HK$6 million) for the infringement litigation in Europe; the research and development expenses of 
approximately HK$9 million (2012: HK$9 million) due to the development of new series of lysine 
products; the provision for doubtful debts written back of approximately HK$64 million (2012: 
Provision of doubtful debts HK$179 million) for the long overdue debtors; the loss on foreign 
exchange of approximately HK$75 million (2012: HK$1 million) including an exchange loss of 
approximately HK$36 million for redemption of the put option and the appreciation of RMB during 
the Period, and impairment of property, plant and equipment of approximately HK$581 million (2012: 
nil) due to unfavourable market conditions of the polyol chemicals products and certain production 
facilities relating to polyol chemicals products line was written down in the present value.

As announced by the Company on 23 May 2013 and with reference to the Company’s announcements 
in May 2011, the investor of Changchun Dacheng Bio-tech Development Co., Ltd. (“Dacheng 
Bio-Tech”) exercised the put option with a discounted exercise price, thus a gain on exercise of 
put option from the notional interest income of approximately HK$188 million was recorded. 
However, owing to the enlarged borrowing portfolio, the rise of interest rate and a notional interest 
expenses of HK$33 million (2012: HK$48 million) included for the put option, the finance costs 
of approximately HK$350 million (2012: HK$296 million) increased by approximately 18% as 
compared to the corresponding period last year. It is anticipated that the heavy pressure from finance 
costs will remain during the rest of 2013.

During the Period, Changchun Dahe Bio Technology Development Co., Ltd (“Dahe”) paid 
approximately HK$750 million as dividend and approximately HK$125 million as dividend payable 
to Global Bio-chem Technology Investments (HK) Limited, which generated a withholding tax 
amounting approximately HK$44 million (2012: nil). Meanwhile, for sake of prudence, an additional 
of HK$40 million deferred tax provision which related to the distributable profits of Dahe and 
Changchun Dacheng Industrial Group Co., Ltd. was made. The total income tax amounting to 
approximately HK$121 million (2012: HK$21 million) was charged for the Period representing an 
increase of approximately 476% over the corresponding period last year.

Profit shared by non-controlling shareholders

During the Period, GSH recorded a loss of approximately HK$110 million (2012: HK$111 
million) which gave rise to the loss shared by the non-controlling shareholders of GSH amount to 
approximately HK$39 million (2012: HK$40 million).

During the Period, Dacheng Bio-tech and Changchun GBT Bio-Chemical Co., Ltd. (“JBT”) recorded 
a profit of approximately HK$55 million and a loss of approximately HK$351 million respectively 
which gave rise to the profit shared by the non-controlling shareholders of Dacheng Bio-tech which 
amounted to approximately HK$16 million (2012: HK$3 million) and the loss shared by the non-
controlling shareholders of JBT amounted to approximately HK$60 million (2012: nil). On 23 May 
2013, the Group acquired all of the equity interest of Dacheng Bio-tech and JBT from the then non-
controlling shareholders and Dacheng Bio-tech and JBT became fully owned subsidiaries of the 
Group as at 30 June 2013.
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During the Period, the Group acquired 51% of the entired issued share capital of the holding 
company of Changchun Wanxiang Corn Oil Co., Ltd (“Wanxiang”), which is a wholly foreign 
owned enterprise established in the PRC principally engaged in the manufacture and sale of corn oil, 
Wanxiang recorded a net loss of approximately HK$1.8 million which gave rise to the loss shared 
by the non-controlling shareholders of Wanxiang which amounted to approximately HK$0.9 million 
(2012: nil).

FINANCIAL RESOURCES AND LIQUIDITY

Net borrowing position

The total borrowings as at 30 June 2013 increased by HK$1.4 billion to approximately HK$9.6 
billion (31 December 2012: HK$8.2 billion). The net borrowings increased to approximately HK$7.5 
billion (31 December 2012: HK$6.9 billion). Cash and cash equivalents increased by approximately 
HK$869 million to approximately HK$2.1 billion (31 December 2012: HK$1.3 billion) as compared 
to the cash level as at 31 December 2012.

Structure of interest bearing borrowings

As at 30 June 2013, the Group’s bank and other borrowings amounted to approximately HK$9.6 
billion (31 December 2012: HK$8.2 billion), of which approximately 2% (31 December 2012: 2%) 
were denominated in Hong Kong dollars or US dollars while the remainder of approximately 98% (31 
December 2012: 98%) were denominated in Renminbi (“RMB”). The average interest rate during the 
Period was approximately 7.3% (2012: 7.1%).

As at 30 June 2013, the percentage of interest bearing borrowings wholly repayable within one year, 
in the second to the fifth years and beyond five years were approximately 46% (31 December 2012: 
41%), approximately 46% (31 December 2012: 48%) and approximately 8% (31 December 2012: 
11%), respectively. The changes were mainly due to the increase of approximately HK$1.0 billion 
short term loans repayable within one year. In view of the continual support from existing bankers, 
no material pressure in obtaining continuous financing resource is expected.

Turnover days, liquidity ratios and gearing ratios

Normally, the Group allows credit terms to established customers ranging from 30 to 90 days. 
During the Period, trade receivables turnover days increased to approximately 57 days (31 December 
2012: 48 days). Meanwhile, the trade creditors turnover days increased to approximately 92 days (31 
December 2012: 46 days) because the rate of the payment to account payables has been tightened 
by the Group during the Period. On the other hand, the drop of 7% in sales volume of the Group 
resulted in slower inventory turnover and as a result, the inventory turnover days increased to 
145 days (31 December 2012: 128 days). Simultaneously, the Group’s stock level increased to 
approximately HK$4.2 billion (31 December 2012: HK$3.6 billion) during the Period.



— 27 —

Despite the increase of short term interest bearing borrowings of approximately HK$1 billion when 
compared to the position as at 31 December 2012, the current ratio and the quick ratio remained 
at same level of approximately 1.2 (31 December 2012: 1.2) and 0.7 (31 December 2012: 0.7) 
respectively. It is because the increase in short term borrowings was offset by the increase of 
operating cash flow. Moreover, due to the increase of interest bearing borrowings during the Period, 
gearing ratio in terms of net debts (i.e. net balance between interest bearing borrowings and cash 
and cash equivalent) to total equity (aggregate total of shareholders equity and non-controlling 
interest) and to shareholders equity deteriorated to approximately 77% (31 December 2012: 62%) 
and to approximately 85% (31 December 2012: 72%) respectively. On the other hand, gearing 
ratios in terms of (i) interest bearing borrowings to total assets and (ii) interest bearing borrowings 
to total equity remained the same level to approximately 41% (31 December 2012: 36%) and 99% 
(31 December 2012: 73%) respectively. In view of the continual support from existing bankers, the 
Group is confident in obtaining continuous financing resource for its operation.

OUTLOOK

In anticipation of repercussions of unfavorable external economic conditions and volatile market 
conditions in China for the remaining of the year, the Group shall adopt cautious strategies in 
enduring its operation in light of the challenging environment.

As the preferences for pork and other kinds of meat are deeply ingrained in Chinese dietary habits, 
such is expected to fuel stable demand for animal feed, and hence amino acid consumption. Mainland 
China’s pork production accounted for half of the world in total. The mainland population’s pork 
consumption was six times of that of the United States (“US”) in 2012. Lysine will remain a much 
desired feed additive and there is a general market consensus that the Mainland China lysine market 
will attain a growth rate of not more than 10 per cent for the year 2013.

According to Transparency Market Research, a US-based institute, the global lysine market is 
expected to maintain an annual compound growth rate of 5.8 per cent from 2012 to 2018. As 
announced by the Company on 6 June 2013, the Group’s collaboration with Archer Daniels Midland 
Company, a company incorporated in Delaware US and which is one of the world’s largest livestock 
producing areas, will enable the Group to extend its market reach to the South America continent. 
The Group will, thus, be able to deepen and diversify its penetration of the global lysine market.

Notwithstanding an increasing market competition of the amino acids industry, the gradual increases 
in volume sales according to the market demand and maintenance of the leading position among the 
industry are always the priority of the Group’s objective. Improvements in technology know-how, 
production efficiency, and cost controls flexibilities are prudent strategies at all times. The solid 
foundation built with a total fermentation production capacity of 800,000 metric tonnes per annum 
is equipped by the Group in order to respond and supply to the market according to the market 
changes.
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For the polyol chemicals business, the operation resumption of the production facilities with the 
annual capacity of 200,000 metric tonnes will be endorsed by meliorating market conditions. 
However, the second phase construction of production facilities for polyol chemicals with the annual 
production capacity of 500,000 metric tonnes in Xinglongshan will be halted in 2013.

Considering the challenging market outlook, the Group will persist with its cautious approach in 
managing its financial resources and optimising its production operations. Capital expenditure will 
be controlled with regard to equipment and facilities maintenance. Other expenses will also be 
strictly monitored and minimised in order to maintain a sound financial position to weather volatile 
market environment.

Foreign exchange exposure

Since most of the operations were carried out in the PRC in which transactions were denominated in 
RMB, the Directors consider that there is no unfavourable exposure to foreign exchange fluctuation 
and there will be sufficient cash resources denominated in Hong Kong dollars for the repayment of 
borrowings and future dividends. In July 2011, the Group entered into a USD/CNY currency SWAP 
(the “SWAP”) with the Hongkong and Shanghai Banking Corporation Limited (“HSBC”) for the 
initial purpose of hedging the exchanging risk of the Bonds. Under the SWAP, the Group is liable 
to pay HSBC 8.6% interest on the principal of US$69,875,776.40 semi-annually up to 16 May 2014 
in return for 7% interest on the principal of RMB450 million semi-annually to 16 May 2014 and 
exchange the aforesaid US$69,875,776.40 into RMB450 million on 16 May 2014. The Directors 
believe that holding the SWAP to the maturity is the best interest to the Group. Besides the SWAP, 
the Group did not use any material financial instrument for hedging purposes during the Period and 
the Group did not have any material hedging instrument outstanding as at 30 June 2013.

STATUS OF INFRINGEMENT LITIGATIONS

The Company and three of its subsidiaries (“Relevant Group Members”) received writs of summons 
(“Writs”) on 6 August 2013 from the court bailiff of the Court in The Hague, the Netherlands 
(“Court”) which were issued at the request of Ajinomoto Co. Inc. and Ajinomoto Eurolysine S.A.S. 
(“Plaintiffs”) in respect of an alleged infringement by the Relevant Group Members of patent 
numbered EP 1.664.318 (entitled “L-amino acid-producing micro-organism and method for producing 
L-amino acid”) (“Relevant Patent”).

Pursuant to the Writs, the Plaintiffs requested the Court to rule that the Relevant Group Members 
have committed infringement and to make orders against the Relevant Group Members for, among 
others things, (i) forbidding the Relevant Group Members to commit infringement, or in any case 
to be involved in and/or benefit from infringing activities with regard to the Dutch part of the 
Relevant Patent; (ii) forbidding the Relevant Group Members to be involved in and/or benefit from 
the commercial trade of L-lysine on the Dutch market for a period of one year; (iii) providing to the 
counsel of the Plaintiffs an overview of the turnovers and net profits realized with the infringing 
L-lysine products; (iv) requesting all buyers of the Relevant Group Members with registered 
offices in the Netherlands to return the infringing L-lysine products; (v) placing a message on the 
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website of the Company regarding the infringement; (vi) surrendering and destroying the stored 
infringing L-lysine products in the Netherlands; (vii) paying penalty of EUR100,000 per day for 
non-compliance of any of the above orders; (viii) paying for the cost of the legal proceedings; and 
(ix) paying either the net profit enjoyed with the infringement and interest accrued thereon as the 
Plaintiffs may claim, or the net profit enjoyed by the Relevant Group Members or the damage, costs 
of which to be assessed by the Court.

The first day of the hearing of the above legal proceedings has been set on 30 October 2013. The 
Plaintiffs also sought for provisional orders to be made on (i) to (v) and (vii) to (viii) above, which 
hearing will be held on 26 September 2013.

The Group is currently seeking legal advice in relation to the above legal proceedings. Based on 
facts and circumstances known to the Board and subject to further legal advice and a detailed 
assessment of the business and financial implications, given that the sales of L-lysine products of 
the Group to the Netherlands amounted to approximately US$11,602,000 for the year ended 31 
December 2012, which accounted for about 1% of the Group’s turnover during that year, the Board 
is of the opinion that the legal proceedings will not have any material effect on the financial or 
trading position of the Group as a whole.

For other litigations, the Directors have been advised by the Group’s legal counsel that the Group 
has sufficient grounds to defend against the claims. Therefore, no provision for any infringement 
compensation is considered necessary.

Save as disclosed above, there was no material contingent liability of the Group as at 30 June 2013.

NUMBER AND REMUNERATION OF EMPLOYEES

As at 30 June 2013, the Group had approximately 6,500 full time employees in Hong Kong and the 
PRC. The Group recognizes the importance of human resources to its success, therefore qualified 
and experienced personnel are recruited in the production capability and development of new 
biochemical products. Remuneration is maintained at competitive levels with discretionary bonuses 
payable on a merit basis and in line with industrial practice. Other staff benefits provided by the 
Group include mandatory provident fund, insurance schemes and performance related commission.

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

Neither the Company, nor any of its subsidiaries purchased, redeemed or sold any of the Company’s 
listed securities during the Period.
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COMPLIANCE WITH CODE ON CORPORATE GOVERNANCE PRACTICES AND MODEL 
CODE

The Company is committed to ensuring high standards of corporate governance in the interests 
of shareholders and devotes considerable effort in identifying and formalising best practices. The 
Board regularly reviews the Group’s corporate governance guidelines and developments. To the best 
knowledge and belief of the Board, save as disclosed below, the Board considers that the Company 
has complied with all code provisions as laid down in the Corporate Governance Code and Corporate 
Governance Report (the “CG Code”) as set out in Appendix 14 to the Rules Governing the Listing 
of Securities on the Stock Exchange of Hong Kong Limited (the “Listing Rules”) throughout the 
Period.

Pursuant to code provision A.2.1 of the CG Code, the roles of chairman and chief executive officer 
should be performed by different individuals. The Company did not have any officer with the title 
“chief executive officer” but Mr. Liu Xiaoming is currently taking up the role of chairman and 
undertaking the function as chief executive officer. The Board believes that vesting the roles of both 
chairman and chief executive officer in the same person has the benefit of ensuring effective and 
efficient decision making and management control.

The Company has adopted a code of conduct regarding the Director’s securities transactions on terms 
no less exacting than the required standard set out in the Model Code for Securities Transactions by 
Directors of Listed Issuers set out in Appendix 10 to the Listing Rules (the “Model Code”) as the 
Company’s code of conduct for dealings in securities of the Company by the Directors.

Having made specific enquiry of the Directors, all Directors confirmed that they have complied 
with the required standards set out in the code of conduct of the Company and the Model Code 
throughout the Period. 

AUDIT COMMITTEE

The audit committee of the Company was established in accordance with the requirements of the CG 
Code for the purposes of reviewing and providing supervision over the Group’s financial reporting 
process and internal controls. The audit committee comprises three independent non-executive 
Directors namely Mr. Lee Yuen Kwong (the chairman of the committee), Mr. Chan Man Hon, Eric, 
and Mr. Li Defa.

The audit committee meets regularly with the Company’s senior management and the Company’s 
auditors to consider the Company’s financial reporting process, the effectiveness of internal controls, 
the audit process and risk management.

The Group’s unaudited condensed consolidated interim financial statements for the six months ended 
30 June 2013 have been reviewed by the audit committee and its external auditor, Ernst & Young.
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FULL DETAILS OF FINANCIAL INFORMATION

The interim report of the Company, including the information required by the Listing Rules, 
will be published on the websites of the Stock Exchange (www.hkexnews.hk) and the Company 
(www.globalbiochem.com) in due course.

On behalf of the Board
Global Bio-chem Technology Group Company Limited

Liu Xiaoming
Chairman

Hong Kong, 30 August 2013

As at the date of this announcement, the Board comprises the following Directors:

Executive Directors: Mr. Liu Xiaoming, Ms. Wang Guifeng and Ms. Xu Ziyi

Independent non-executive 
Directors:

Mr. Chan Man Hon, Eric, Mr. Lee Yuen Kwong and Mr. Li Defa


