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liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this
announcement.
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ANNOUNCEMENT OF INTERIM RESULTS FOR THE SIX MONTHS ENDED 30 JUNE 2022
BE-E-__SXAZTHLEANEANTHRXELH

HIGHLIGHTS OF 2022 INTERIM RESULTS
—ECCHERHRERE

- The Group’s revenue increased by 35.8% to approximately RMB12,930.8 million in the Period, as compared to
the Corresponding Period, primarily due to increased revenue contribution from the business segments of food
additives, animal nutrition and colloid.

AEBHA KU A SR HBIIE IN35.8% F 4 AR 12,930,800,0007t * TEHRBEMANE - BWEE LB
RBEBDHOWMASRIEMATE -

- The Group’s overall gross profit increased by 102.8% to approximately RMB3,580.6 million in the Period, as
compared to the Corresponding Period, primarily due to the increases in the gross profit of food additives, animal
nutrition and colloid.

AEBHAKEEENERF L IN102.8% F 4 AR 3,580,600,0007C * TEZEHREMAMNE - B)ES
RBREBERFIEMATE o

- Profit attributable to the Shareholders increased by 242.8% to approximately RMB2,026.0 million in the Period,
as compared to the Corresponding Period.
HA A A% 3R 1 i 1) 8 (R 2B 42 0 242.8% = #9 A R 2,026,000,000 7T,

- Earnings per share-basic and diluted for the Period were RMB79.96 cents and RMB79.96 cents, respectively
(Corresponding Period: RMB23.33 cents and RMB23.33 cents).
HANEREARBEFREMNSIABARKET79906D RARKT7996 0 (XFRE: ARK23.33H0 EARK
23.33%9) °

- Return on equity for the Period was 28.0%* (Corresponding Period: 9.7%7).
HIN A AR AN [B1 3R & 5 28.0%* (K F R A : 9.7%*)

- Interim dividend of HK32.0 cents per share and a special interim dividend of HK4.6 cents per share declared by
the Board, with the dividend payout ratios of 35% and 5%, respectively.

EXe kT HRESRI2.0B I L EFR P HREFR46E - IREED 5 H35% K% 5%

* calculated on an annualised basis
REFEEGEH




INTERIM FINANCIAL RESULTS ARGl R

The Board is pleased to announce the unaudited interim financial EFEMAEM  AEERBHRHREEZ
results of the Group for the Period. The interim financial results have FHMEE PHUBEEELRNRRE
been reviewed by the Company’s Audit Committee. L EBgEM -

INTERIM CONDENSED CONSOLIDATED BALANCE SHEET
FHEREHEEREBR

Asat30June 2022 R=—ZE=-—F,xA=1+H

30 June 31 December

2022 2021
—E=-= T —4F
AB=+H +=ZA=1+—H
Note RMB’000 RMB’000
k=3 AR¥T ARETF T
ASSETS BE
Non-current assets RBEE
Property, plant and equipment Y B KRG 9,033,289 9,284,867
Right-of-use assets CREEE 842,131 794,761
Intangible assets B EE 45,624 48,323
Investments accounted for using HAEZEYRNEE
the equity method 719 9,090
Financial assets at fair value through BAVEFABENEREE
profit or loss 10,000 5,000
Prepayment FEATFRIR 144,334 59,929
Deferred income tax assets FEIEFTISTRE E 95,542 107,578
Total non-current assets FRBEERE 10,171,639 10,309,548
Current assets REBEE
Inventories rE 6,323,287 4,592,966
Trade, other receivables and FEWE 5 8RR - E b FEUGRIE
prepayments SSEENE S 6 2,411,301 2,553,446
Cash and bank balances Be MIRTTHES 7 7,969,924 4,054,846
Total current assets REBEEHLE 16,704,512 11,201,258
Total assets EEHAE 26,876,151 21,510,806




30 June

31 December

2022 2021
—E-—F T
ANB=+H +=ZA=+—H
Note RMB’000 RMB’000
it ARETx ARET T
LIABILITIES =R
Non-current liabilities kFBEE
Other payables H b fE T IR 71,783 69,948
Deferred income PRI W 2= 766,336 776,426
Borrowings B 8 2,795,600 2,504,790
Lease liabilities HEAR 812 1,203
Deferred income tax liabilities EIEFTSTHARE 46,650 16,650
Derivative financial instruments PTEEmITE 20,911 90,370
Total non-current liabilities ERBEELEE 3,702,092 3,459,387
Current liabilities RBAE
Trade, other payables and accruals BB SRR - EMERKIE
MIEFTE A 9 2,846,066 2,780,278
Contract liabilities AHEaE 697,834 685,866
Current income tax liabilities BNEAFTS R a & 286,721 158,409
Borrowings BE 8 4,866,944 1,722,254
Lease liabilities HEAR 783 774
Derivative financial instruments PTEERmITE 12,529 26,084
Total current liabilities RBAEEE 8,710,877 5,373,665
Total liabilities EB8E 12,412,969 8,833,052
EQUITY i
Capital and reserves attributable to R R {5 R AR
the Shareholders
Share capital fig A 243,261 243,261
Share premium I 17 @ B 259,434 259,434
Other reserves H A 856,918 852,483
Retained earnings REB W= 13,103,569 11,322,576
Total equity ESEE 14,463,182 12,677,754
Total equity and liabilities EzREEH8E 26,876,151 21,510,806




INTERIM CONDENSED CONSOLIDATED INCOME STATEMENT

hHEI RS PR B R
For the six months ended 30 June 2022 HEZE —ZE - —F,xA=+HIL~NEA
Half-year
YFE
2022 2021
—=E—-— —E—F
Note RMB’000 RMB’000
Kzt AR¥T T ARETF T
Revenue A 5 12,930,797 9,520,562
Cost of sales SHE KA (9,350,177) (7,754,605)
Gross profit ER 3,580,620 1,765,957
Selling and marketing expenses HE RTISHEREREZ (867,131) (633,315)
Administrative expenses THHAX (482,067) (410,715)
Reversal of/(provision for) impairment SREERMEEERRB
losses on financial assets (B E) 3,347 (42,123
Other operating expenses HgEms (24,923) (7,855)
Other income HaA 10 131,878 116,530
Other gains/(losses) — net Hiblozs / (E518) — %58 380,176 (50,903)
Operating profit BERF 11 2,721,900 737,576
Finance income B AU A 22,371 56,741
Finance costs B R AR (256,057) (98,147)
Finance costs — net MR AN —F 58 12 (233,686) (41,406)
Share of net loss of investments KA LY RN EGIREF
accounted for using the equity method ~ &518 (888) (5,470)
Profit before income tax MR ER 18 B A F 2,487,326 690,700
Income tax expense st = 13 (461,320) (99,651)
Profit attributable to the B R EAEER
Shareholders 2,026,006 591,049
Earnings per share for profit HARREGMEINSKREF
attributable to the Shareholders
during the period
(expressed in RMB cents per share) (U EZRAREZZ5)
— basic —H K 14 79.96 23.33
— diluted —¥ 14 79.96 23.33




INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

hHE RS RE RS R

For the six months ended 30 June 2022 HZ - - —F XA =+HIL/<EA

Half-year
YXFE

2022 2021

—=E—-= T

RMB’000 RMB’000

AR¥T ARETF T

Profit for the half-year EEERF 2,026,006 591,049

Other comprehensive income for ¥EEHMRE RS

the half-year - _
Total comprehensive income for the half- BREREGEFERESRSHE

year attributable to the Shareholders 2,026,006 591,049




NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
2 B & O I IS SRR Y

For the six months ended 30 June 2022 #Z=—ZF - —F XA =+HILX@AA

GENERAL INFORMATION

Fufeng Group Limited and its subsidiaries manufacture and sell
fermentation-based food additive, biochemical products and
starch-based products. The Group has manufacturing plants in
Shaanxi Province, Jiangsu Province, Heilongjiang Province, Inner
Mongolia Autonomous Region and Xinjiang Uygur Autonomous
Region of the PRC and sells mainly to customers located in the
PRC.

The Company is a limited liability company incorporated in
the Cayman Islands. The address of its registered office is
Cricket Square, Hutchins Drive, P.O. Box 2681, Grand Cayman
KY1-1111, Cayman Islands.

The Company has its shares listed on the Stock Exchange.

This interim condensed consolidated financial statements are
presented in RMB, unless otherwise stated, and were approved
for issue on 30 August 2022 by the Board.

This condensed consolidated interim financial statements have
not been audited.

BASIS OF PREPARATION

The interim condensed consolidated financial statements for the
Period have been prepared in accordance with HKAS 34 “Interim
Financial Reporting”. The condensed consolidated interim
financial statements do not include all the notes of the type
normally included in an annual financial statements. Accordingly,
they should be read in conjunction with the annual report for the
year ended 31 December 2021, which have been prepared in
accordance with HKFRS.
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ACCOUNTING POLICIES

The accounting policies adopted in this interim condensed
consolidated financial statements are consistent with those of
the annual financial statements for the year ended 31 December
2021 except for the adoption of new and amended accounting
standards as set out below.

(@) New and amended accounting standards
adopted by the Group

A number of new or amended accounting standards
became applicable for the current reporting period. The
Group did not have to change its accounting policies and
make retrospective adjustments as a result of adopting
these standards.

Effective for

annual periods

beginning

on or after

Amendments to HKAS 16 Property, Plant and Equipment: 1 January 2022

Proceeds before intended use
Amendments to HKAS 37 Onerous Contracts - Cost of Fulfiling 1 January 2022

a Contract
Amendments to HKFRS 3 Reference to the Conceptual 1 January 2022
Framework
Revised Accounting Merger Accounting for Common 1 January 2022
Guideline 5 Control Combinations
Annual Improvements 1 January 2022
to HKFRS Standards
2018-2020

BETHE
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(b) New accounting standards and interpretations
not yet adopted

The following new and amended accounting standards and
interpretations have been issued but are not effective for
the financial year beginning on 1 January 2022 and have
not been early adopted by the Group:

Effective for
annual periods
beginning

on or after

HKFRS 17 Insurance contracts 1 January 2023
Amendments to HKAS 8 Definition of Accounting Estimates 1 January 2023

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

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

Hong Kong Presentation of Financial Statements- 1 January 2023

Interpretation 5 (2020) Classfication by the Borrower

of a Term Loan that Contains a
Repayment on Demand Clause

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

Amendments to HKFRS 10 Sale or contribution of assets To be determined
and HKAS 28 between an investor and its

associate or joint venture

The Group is assessing the impact of these standards and
interpretations.

ESTIMATES

The preparation of interim condensed consolidated financial
statements requires management to make judgements,
estimates and assumptions that affect the application of
accounting policies and the reported amounts of assets and
liabilities, income and expense. Actual results may differ from
these estimates.

In preparing this interim condensed consolidated financial
statements, the significant judgements made by management
in applying the Group’s accounting policies and the key sources
of estimation uncertainty were the same as those that applied
to the consolidated financial statements for the year ended 31
December 2021.
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SEGMENT INFORMATION

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

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

—  Food additives segment: manufacturing and sales of food
additives products, including MSG, starch sweeteners,
glutamic acid, compound seasoning and comn oil;

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

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

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

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

The executive Directors assess the performance of the business
segment based on gross profit of the above five product
segments.

Approximately 66% (30 June 2021: 66%) of the Group’s revenue
are generated from sales to the customers in the PRC.
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The segment information for the six months ended 30 June

BE T _FARA=THLEAREAD

2022 is as follows: DEEEAT
Food Animal High-end

additives nutrition  amino acid Colloid Others Group

RERINA BYEE SESER B Hitr bS]

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

ARBTR ARETrn ARETR ARETR AR¥ETR AR%®T=

Revenue WA 6,065,473 4,754,189 534,843 940,228 636,064 12,930,797
Cost of sales HEMA (4,795,317)  (3,356,351) (321,665) (464,923) (411,921)  (9,350,177)
Gross profit EH 1,270,156 1,397,838 213,178 475,305 224,143 3,580,620

The segment information for the six months ended 30 June

BE_ZT-_—FRXA=THLAEAN

2021 is as follows: DEEENT
Food Animal High-end

additives nutrition amino acid Colloid Others Group

RmANE gmeEE sEaQER B Hih r&EE

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

AREFT AREFRT AREFT ARBTT ARETT ARET:R

Revenue WA 4,494,970 3,462,376 688,912 395,507 478,797 9,520,562
Cost of sales HEKAR (3,892,468)  (2,850,564) (380,172) (244,736) (386,665)  (7,754,605)
Gross profit EM 602,502 611,812 308,740 150,771 92,132 1,765,957

—10 =



6. TRADE, OTHER RECEIVABLES AND

6. BREZKR™M  H

ftb & W R IH

PREPAYMENTS REAMARE
As at
I
30 June 31 December
2022 2021
—=E-= T
ANA=+H +ZA=+—H
RMB’000 RMB’000
ARET ARETF T
Trade receivables (a) JEWE 2R () 899,480 1,094,509
Less: provision for impairment loss A FHIRREEE RS
allowance (41,199) (44,5406)
Trade receivables — net JEUE Z R — 558 858,281 1,049,963
Deposits and others e MEHM 52,261 43,077
Loan to a third party (o) BF—HRE=ZFNER (D) 50,000 50,000
Less: provision for impairment loss W EHRBEEERE
allowance (50,000) (50,000)
Loan to a third party — net BT —RE-FNER—FHE - -
Loan to an associate BT —EEERRNER 17,000 5,008
Loans to employees LTREEMER 462 472
Value-added tax for future deduction R B &R A S ER 172,581 308,069
Prepaid current income tax TETBIERFT 15 8% 262 464
Interest receivable U B 13,111 2,918
1,113,958 1,409,966
Notes receivable (c) JEWEE (0) 754,175 728,596
Trade and other receivables FEUNE 5 BRI B R W R TR 1,868,133 2,138,562
Prepayments to suppliers MBI IR 687,502 474,813
2,555,635 2,613,375
Less: non-current portion W JERNEREL o
Prepayments to suppliers for non-current 38 {< { & 75 #9 3E 7 Bh & EE 208 (d)
assets (d) (144,334) (59,929)
2,411,301 2,553,446

—11=



@)

At 30 June 2022 and 31 December 2021, the ageing

analysis of the trade receivables based on invoice date was ——F+ZA=+t—H EBKRES
as follows: ARIZEERHNERRYTOT
As at
iy
30 June 31 December
2022 2021
—=E-= —E-—F
RNA=t+HA t=A=+—H
RMB’000 RMB’000
AR®T ARBFTT
Within 3 months =EAR 870,445 1,076,622
3 - 12 months =E+ @A 24,840 13,822
Over 12 months HBE+ @A 4,195 4,065
899,480 1,004,509

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

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

—12 -
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As at 30 June 2022, notes receivables were all bank
acceptance notes aged less than six months, including a
total amount of RMB591,968,000 (31 December 2021:
RMB690,483,000) that have been endorsed to the
suppliers. As the notes receivables are held for collection of
contractual cash flows and for selling the financial assets,
where the assets’ cash flows represent solely payments of
principal and interest, they are measured at FVOCI.

RZEBE-Z—_FXA=Z+H EK
ZEYAERRLIV SEABR
TERRLEE BEREAARE
591,968,000t (ZE=-——F+=A
=+—H: AR ¥690,483,0007T)
EEETHERHEE - AREK
ZEFIERBENRERERTE
CHMEE MZEEERSRER
EARSHAS KB - BlEAFE
ETAEMGE WEETE °

As at
i
30 June 31 December
2022 2021
—EB-F —E-—F
ANA=+H +tZA=1+—H
RMB’000 RMB’000
AR®T AREETTT
Current assets REBEE
Notes receivable measured at FVOCI BRFEAEM &
ATENEWREE 754,175 728,596

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

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

During the year ended 31 December 2020, the Group
won a bid for purchasing a package of the non-current
assets owned by a bankrupted third party company
at a consideration of RMB51,189,000. A full amount
prepayment of RMB51,189,000 has been paid for the
aforementioned transaction to the agent as at 31 December
2020. During the Period, the package of assets purchased
was entirely handed over to the Group, with amounts of
RMB14,531,000 and RMB36,658,000 transferred into
leasehold land-use rights and construction in progress,
presented as “Right-of-use assets” and “Property, plant
and equipment” in the interim condensed consolidated
balance sheet respectively.

— 13 =
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HEZ-_ZTF+-_A=+—H1t
FE - AEELARES51,189,000
THHEPEEE HEEF =7
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MR S e 25 AR 51,189,0007T
MEBENREBEER -2 2F+=A
=+ BN TRE-RNHA B
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The rest of non-current portion amounting to RMB8,740,000
as of 31 December 2021 are prepayments for purchase of
leasehold land-use rights pursuant to agreement with local
government during 2021. During the Period, the leasehold
land-use rights purchased were handed over to the Group
and transferred into right-of-use assets.

As at 30 June 2022, the prepayments for non-current

HE-_Z-_—F+-_A=+—8K8
HEHIERE I 5 AREES,740,000

LA ZEZ —FIREEE BT
WEEERE i E AENTEN K
He-rRHBR TBEMEELME
AREBRALEETEAFEREE
Eo

R-ZE-_—_FA=+H" ¥iH

assets amounting to RMB144,334,000 were payments for & E /TR RIEA R 144,334,000
purchase of property, plant and equipment. TRBEME WERZEHIE -
7. CASH AND BANK BALANCES 7. BEeRBITEE
As at
I
30 June 31 December
2022 2021
—E-F T —F
ANAB=+H tZA=+—H
RMB’000 RMB’000
ARET T AREF T
Cash and cash equivalents HekReEEY

— Cash on hand —FERS 494 380
— Cash in bank —RITIRSE 6,993,930 3,542,077
6,994,424 3,542,457

Term deposits over 3 months and within BB =18 8 BER—FRNH T HEFEX ()
one year (a) 824,000 509,389
Cash and bank balances B e MIRTTH 7,818,424 4,051,846
Restricted bank deposits (b) PR &I IRITIE K (b) 151,500 3,000
Total cash and bank balances He RIRITTHEBRATE 7,969,924 4,054,846

(@ As at 30 June 2022, term depos

its over 3 months (@

N—E =

—HEXA=+RH @Bk

(b)

and within one year comprise of (i) amounts of
RMB800,000,000 (31 December 2021: RMB500,000,000)
was pledged as security for bank borrowings of the Group;
and (i) amounts of RMB24,000,000 (31 December 2021:
nil) was pledged as security for issuing notes payable of the
Group.

As at 30 June 2022, restricted bank deposits comprise
of (i) amounts of RMB62,000,000 (31 December 2021:
nil) was pledged as security for bank borrowings of the
Group; and (i) amounts of RMB89,500,000 (31 December
2021: 3,000,000) was pledged as security for issuing notes
payable of the Group.

— 14—
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8. BORROWINGS

8. &€

As at
IS

30 June 31 December
2022 2021
—E—-— —E-—F
ANA=+H +t—A=+—H
RMB’000 RMB’000
ARETx ARETIT

Non-current FERE
— Bank borrowings, secured (a) —HRITEE (BEF) (@ 2,647,600 2,504,790
- Bank borrowings, unsecured —IRITIEE (BIKH) 148,000 -
2,795,600 2,504,790

Current TE

— Bank borrowings, secured —iRITIEE (FIKH) 1,058,377 500,000
- Bank borrowings, unsecured —IRITIEE (BIKH) 3,808,567 1,222,254
4,866,944 1,722,254
Total Borrowings BEEHEE 7,662,544 4,227,044

The carrying amount and fair value of non-current borrowings

are as follows:

FRBEENEBMERAFERNT

Carrying amount Fair value
HREE AYE
As at As at
R® R

30 June 31 December 30 June 31 December
2022 2021 2022 2021
—EC-CF —E-—F —E-CE —E-F
AAEtTHE tZA=t-H AAZ+H tZA=1—H
RMB’000 RMB'000 RMB’000 RMB'000
ARBTR ARETT ARBTR ARBTFT
Bank borrowings, secured BITIEE (BEHE) 2,647,600 2,504,790 2,541,175 2,382,379
Bank borrowings, unsecured  $R{THEE (&K ) 148,000 - 145,568 -
2,795,600 2,504,790 2,686,743 2,382,379
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Movements in borrowings were analysed as follows:

BEBBHATMT

RMB’000
ARBFT

Six months ended 30 June 2021 BE-ZE-—-XA=1+HILXHEA
Opening amount as at 1 January 2021 RZE-_—F—A—BNHYE5 3,473,228
New borrowings EEE 1,622,717
Repayments of bank borrowings EERITIEE (1,606,098)
Amortisation of transaction cost PN 3 6,881
Exchange differences [ 5 =5 (41,412)
Closing amount as at 30 June 2021 R-ZE-Z—-FEXA=1+HNHRSE 3,455,316

Six months ended 30 June 2022 BE-E-_—_fXA=1+HLXHEA
Opening amount as at 1 January 2022 RZE-_—F—A—BNHYL5HE 4,227,044
New borrowings FEEE 4,646,648
Repayments of bank borrowings EERITEE (1,368,819)
Amortisation of transaction cost R G E 10,141
Exchange differences PE 5 =58 147,530
Closing amount as at 30 June 2022 R-B-—FXA=Z+HWHAREEH 7,662,544

HAEERNERAZ A AR 1,379,000
TC(EFRE - ARE96,397,0007T) °

Interest expenses on borrowings for the Period were
RMB91,379,000 (Corresponding Period: RMB96,397,000).

(a) ERRHE

(a) Loan covenants

Under the terms of the major non-current borrowing
facilities, the Group is required to comply with the following
financial covenants:

e the leverage ratio in respect of each relevant period
shall not exceed 2.50:1;

e the interest cover ratio in respect of each relevant
period shall not be less than 4.00:1; and

e the consolidated tangible net worth shall not be less
than RMB7,500,000,000 at any time.

“Relevant period” means (a) each period of 12 months
ended on the last day of each financial year and (b) each
period of 12 months ending on the last day of the first half
of each financial year.

“Leverage ratio” is the ratio of net debt which is
consolidated total borrowings minus cash and cash

equivalents to consolidated EBITDA.

“Interest cover ratio” is the ratio of consolidated EBITDA to
interest expense.

—16 —

REXZHRDHMEEREGRR K
SEAETATHBR

s FHEHNMEMERXRTFEB
2501

o XEHBRMNFBENETE
ER4.00 15 &

s AMAREEFENTNM
HEATHERARE
7,500,000,000 7T °

[ERHE] EQBESEYRFE
&E—BIE+ @8 & HE X (0) &
EHEMBFE LFFHRE—BIE
T=EAEHAE -

[EEXR|AAHIEEBRERER
S RBEEEMHFEHLEA O
EBITDARJEL K o

[F BB = | % & EBITDA H 7| B
PRI -



“Consolidated tangible net worth” was calculated by
the total equity minus the intangible assets and deferred

income tax assets.

The Group has complied with these covenants throughout
the reporting period. As at 30 June 2022, the leverage
ratio was 0.14 (31 December 2021: 0.24), the interest
cover ratio was 27.66 (31 December 2021: 16.30) and the
consolidated tangible net worth was RMB14,322,016,000
(81 December 2021: RMB12,521,853,000).

[EHBAREEFEI RBBEDSE
BEREVEEMELERESHEEM
B/ -

r@

AEBRFEHEN—BHEETZE
RE - RNZE-__FA=1+H"

BERAE014(ZE-_—F+=A
=+—H:024) FBEENREL
2766 (ZE=Z—F+ = ﬂ +—
H: 16.30) ﬁﬁéfﬁﬁﬁ/éé/ﬂ{ﬁ
B AR 14,322,016,0007C (= Z
——F+-RA=+—H: AR
12,521,853,0007%) °

9. TRADE, OTHER PAYABLES AND 9. ENEZRN HitENRIA
ACCRUALS REER
As at
;;5\
30 June 31 December
2022 2021
—E-= T —F
ANA=t+H +tZA=1+—H
RMB’000 RMB’000
AR%T ARBTT
Trade payables (a) BT E SR (@) 1,567,899 1,545,933
Notes payable R EE 38,650 -
Payables for property, plant and Y - E KR EA RIE
equipment 435,271 490,593
Payables for land-use rights & 3 5 AR FE T R IE 21,790 -
Salaries, wages and staff welfares e IERE I?E Al
payables 331,561 346,755
Interest payables e FE 4,193 1,149
Dividends payable FERT AR S 407 407
Other payables and accruals HMENFIERETE R 518,078 465,389
2,917,849 2,850,226
Less: non-current portion W SEMEIE D
Other payables (b) H At & 5 FRIE (D) (71,783) (69,948)
2,846,066 2,780,278
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(@) The ageing analysis of the trade payables was as follows: @ ENEZREFNIREDTAOT :
As at
i
30 June 31 December
2022 2021
—E- —E—F
NA=t+H +tZA=1+—H
RMB’000 RMB’000
ARET R ARBFTT
Within 3 months =@AR 1,420,266 1,371,273
3 to 6 months =ZXEA 53,389 73,335
6 to 12 months RE+ZEHA 22,778 32,167
110 2 years —EWFE 41,767 36,865
Over 2 years A LA E 29,699 32,293
1,567,899 1,545,933

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

b) HMEMNRBEHERBEOEE=
TEF BREERBERBARSSF

MEE - ZEM RN RERRRE

AN E ST F5.26% (EFRH

HFFE5.25%) o

10. OTHER INCOME 10. A
Half-year
MEE
2022 2021
—E-F T —F
RMB’000 RMB’000
ARET T AERETIT
Amortisation of deferred income R U 5 5 46,470 49,237
Government grants relating to expenses  £2 51 2 & B #) BT 1 BY 31,870 30,482
Sales of waste products BEREREE 38,199 27,301
Others HAb 15,339 9,510
131,878 116,530
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11. OPERATING PROFIT 11. &= A

An analysis of the amounts presented as operating items in the TXFEAMBEENPEIAKEEIER
financial information is given below. K2R
Half-year
YEE
2022 2021
—E-= —E-—F
RMB’000 RMB’000
ARMT AREET T
Amortisation of intangible assets B AEHEE 3,041 3,767
Depreciation of property, plant and W BERREBETE
equipment 568,630 605,864
Depreciation of right-of-use assets FREEENE 10,783 9,432
(Reversal of)/provision for impairment SRMEERMBEER (BR) BEH
losses on financial assets (3,347) 42,123
Provision for/(reversal of) value on BRI EE REEE
employee services for the share option %, (#@)
schemes 187 (1,718)
Provision for inventory write-down — net 17 & #fUs B % — F & 10,356 13,873
Impairment charge for an investment KA EY RN —IBIEE/RE
accounted for using the equity method XX H 7,483 -
Impairment charge for property, plant and #1% « B/&E &R ERE X H
equipment 4,603 -
Net foreign exchange (gains)/losses HNE (Wezs) /B 1R F 58 (306,215) 17,912
(Gains)/losses from derivative financial ~ TSR T EEAH (W)
instruments &8 (68,963) 3,528
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12. FINANCE INCOME AND COSTS 12, AU A R B A

Half-year
YEE
2022 2021
—E-C—F —E-—F
RMB’000 RMB’000
AR®T T ARBFIT
Finance income: BIEHA -
Interest income from financial assets held FtIE 4 E 12 B B A HY
for cash management purposes SREENSHRA
- bank deposits and bank balances —IRITF R IRTTA &4 (22,109) (10,934)
— financial assets at amortised cost —BREBBRNATENSREE (262) (3,428)
Foreign exchange gains on financing Bh & E B A YN E e
activities - (42,379)
(22,371) (56,741)
Finance costs: B -
Interest and finance charges paid/payable Ftif 3E3% A FEFF ABRHTER
for lease liabilities and financial liabilites fHEAELESRAECH,
not at fair value through profit or loss A E KR EE A
- bank borrowings —RITEE 91,379 44,321
- USD bonds —ETTEH - 52,076
- leasing liabilities —HEaE 43 6
— other payables —H Ath e 5RIB 1,835 1,744
Foreign exchange losses on financing BB BB R INE RIS
activities 162,800 -
256,057 98,147
Net finance costs MR A E 8 233,686 41,406
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13. INCOME TAX EXPENSE

13. Fri8BiB X

Half-year
YEE
2022 2021
—=E-= —E-—F
RMB’000 RMB’000

AR®T ARETT

Current income tax BUERFT1S X
~PRC —hE
— Enterprise income tax —1EMER
— Withholding tax —TEHE
- U.S. enterprise income tax —ERPEMEH
Deferred income tax EEFTISH

332,980 67,674
80,000 10,000
6,303 -
42,037 21,977
461,320 99,651

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

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

Hong Kong Profit Tax is calculated based on the effective tax
rate on assessable profit of subsidiaries established in Hong
Kong in accordance with Hong Kong tax laws and regulations.

PRC enterprise income tax is calculated based on the effective
tax rate on assessable profit of subsidiaries established in the
PRC in accordance with PRC tax laws and regulations.

According to the corporate income tax law, starting from 1
January 2008, a 10% withholding tax will be levied on the
immediate holding companies established outside the PRC
when their PRC subsidiaries declare dividends out of their profits
earned after 1 January 2008. A lower withholding tax rate of
5% may be applied if there is a tax treaty arrangement between
the PRC and the jurisdiction of the qualified foreign immediate
holding companies, including those incorporated in Hong Kong.
Trans-Asia acquired qualification for the lower tax rate of 5% for
dividend received from its subsidiary in mainland China, while
the withholding tax rate for other subsidiaries in Hong Kong were
based on 10%.

21—
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14.

During the Period, withholding tax of RMB80,000,000 has
been provided and paid as a Mainland China subsidiary has
distributed the retained earnings of RMB1,600,000,000 as
at 31 December 2021. Withholding tax of RMB30,000,000
(Corresponding Period: RMB17,700,000) has been provided
as the Group expects Mainland China subsidiaries to distribute
the retained earnings of RMB600,000,000 for the Period
(Corresponding Period: RMB277,000,000) in the foreseeable
future.

The U.S. enterprise income tax is calculated based on the
assessable profit of the subsidiary established in the U.S. in
accordance with the U.S. tax laws and regulations.

Singapore enterprise income tax is calculated based on the
assessable profit of the subsidiary established in Singapore in
accordance with Singapore tax laws and regulations.

RER - ARFPBEAERNEARE DR
RZEBE-_—F+_A=+—HHERZBLK
# AR #1,600,000,0007T @ #HE 278
8 A K # 80,000,000 7T ° 7 £ [E 78 HA
PERAEMNEB AR R LREDIERR
HIA MR 88 Wz A R # 600,000,000 7T
(EFRH : AR¥277,000,0007T) @ &
SHIRFEIEE A R ¥ 30,000,000 (& F
REf - AR¥17,700,0007T) °

%0 A S BRI E ERIRR R
38 12050 55 L S T 23 A0 A AR
BRI -

AN b 5 P15 TRAR IR 3 IS B 75 A 12
FOERR - RRF AN A L H P B8 & B BN
ERTUaMFTE -

EARNINGS PER SHARE 14. SIREF
Half-year
YEE
2022 2021
—=E-= —E-—F
Earnings per share for profit attributable A% 52 &1 3% 5| 2 F I & F
to the shareholders (RMB cents (BFRARES)
per share)
— basic —EK 79.96 23.33
— diluted —#E 79.96 23.33

Basic earnings per share is calculated by dividing the profit
attributable to the shareholders of the Company by the
weighted average number of ordinary shares in issue during
the period. Diluted earnings per share is calculated by adjusting
the weighted average number of ordinary shares outstanding
assuming the conversion of all dilutive potential ordinary shares.

During the Period, the 2,300,000 outstanding share options
issued in November 2016 and December 2016 are not included
in the calculation of diluted earnings per share because the
average market price of ordinary shares for the Period did not
exceed the exercise prices of the share option, hence the share
option are antidilutive for the Period. The option could potentially
dilute basic earnings per share in the future.
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15.

16.

Earnings per share — basic and diluted for the first half of
2022 was RMB79.96 cents and RMB79.96 cents respectively
(equivalent to HK96.53 cents and HK96.53 cents) (1H 2021:
RMB23.33 cents and RMB23.33 cents respectively (equivalent
to HK27.98 cents and HK27.98 cents)).

DIVIDENDS

On 30 March 2022, the Board proposed a final dividend
in respect of the year ended 31 December 2021 of
HKD296,436,000 (equivalent to RMB240,765,000), representing
HK11.7 cents (equivalent to RMB9.5 cents) per share. The final
dividend was paid in June 2022 amounted to HKD296,436,000
(equivalent to RMB256,035,000). The difference between
proposed and paid final dividends was due to the impact of
exchange rate fluctuation.

At a meeting held on 30 August 2022, the Board proposed
an interim dividend of HKD811,265,000 (equivalent to
RMB708,105,000) (1H2021: HKD248,297,000 (equivalent to
RMB206,712,000)), representing HK32.0 cents (equivalent
to RMB27.9 cents) (1H2021: HK9.8 cents (equivalent to
RMB8.2 cents)) per share and a special interim dividend of
HKD116,619,000 (equivalent to RMB101,790,000) representing
HK4.6 cents (equivalent to RMB4.0 cents) per share. The
amount of interim dividend and special interim dividend are
calculated based on 2,535,203,037 Shares in issued as at 30
August 2022. The interim dividend and special interim dividend
have not been recognized as a dividend payable in this interim
condensed consolidated financial statement, but will be reflected
as an appropriation from the retained earnings for the year
ending 31 December 2022.

CONTINGENT LIABILITIES

As at 30 June 2022, the Group had no material contingent
liabilities.
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MANAGEMENT REVIEW
EEEORE

Market Overview

According to the National Bureau of Statistics of China, China
reported its GDP growth rate of 2.5% on a year-on-year basis in the
first half of 2022 with the global economy showing signs of recovery.
However, the recovery faced turbulence due to the resurgence of
COVID-19 pandemic in China, the conflict between Russia and
Ukraine, as well as the soaring inflation in some developed markets.

In the Period, the conflict between Russia and Ukraine and the effect
of extreme weather led to global food shortage, causing an increase
in food pricing. China has sufficient corn supply. So, the impact of
the foreign environment on domestic corn pricing was limited. The
domestic corn price remained comparatively stable.

Coal price during the Period in China continued the price trend of the
fourth quarter of 2021 and remained at a relatively high level during
the Period. During the Period, the National Development and Reform
Commission promulgated some policies for stabilizing the supply and
pricing of domestic coal, expressly stating that coal pricing should be
maintained within a reasonable range and that timely regulation and
supervision will be carried out to stabilize domestic coal pricing and
supply in case coal pricing falls out of the reasonable range.

For the MSG sector, major production materials continued the price
trend of the fourth quarter of 2021 and were at relatively high levels
during the Period. ASP of MSG increased during the Period due to
the higher cost level and demand recovery. Although some regions
in China affected by the lockdown and control measures due to the
resurgence of COVID-19 pandemic, social activities started to recover
in an orderly manner, leading to gradual demand recovery in the
catering industry and food processing industry.

Xanthan gum is classified into food grade and industrial grade, of
which the industrial grade is mainly applied for oil extraction. With
oil pricing and extraction volume lingering at high levels due to the
recovery of the global oil industry, market demand for xanthan gum
increased significantly.

Domestic demand for threonine and lysine has remained stable
due to recovery in the swine farming industry. Overseas demand
for threonine and lysine was also stable. By the market information
shown that the export volume of threonine and lysine in the first half
of 2022 amounted to approximately 310,000 tonnes and 530,000
tonnes, respectively.
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Business and Financial Review

Overall Performance

The table below illustrates the growth of the Group’s revenue:
RMB (Million)

ARY (B8T)
22,000 7

20,000 —

18,000 —

16,171
16,000 —

— 13,765
14,000 18,034

12,000 —

10,000 —

7,704

|

8,000 —

6,211 6,610
6,000 —
4,000 —

1

16,691

8,169

EBERMBEERE
ERXRR
TEHAAREOMALE

21,540

12,931

9,521

2,000 —
2017 2018 2019

B Haifyear 34

The Group’s revenue increased by 35.8% to approximately
RMB12,930.8 million in the Period, as compared to the Corresponding
Period, primarily due to increased revenue contribution from the
business segments of food additives, animal nutrition and colloid.

The Group’s overall gross profit increased by 102.8% to approximately
RMB3,580.6 million in the Period, as compared to the Corresponding
Period, primarily due to the increases in the gross profit of food
additives, animal nutrition and colloid.

As the Group continued its strong growth momentum from the
second half of 2021, the Group recorded increases in sales
volume and ASP in major products, as well as higher profitability.
Profit attributable to the Shareholders increased by 242.8% to
approximately RMB2,026.0 million in the Period, as compared to the
Corresponding Period.

With a diversified product development plan, the business structure

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

Analysis of Five Product Segments

The Group’s products are organised into five product segments:

Segment Main products of the segment

Food additives MSG

Animal nutrition Threonine, lysine, corn refined products
High-end amino acid Tryptophan, Valine, leucineg, isoleucine,

glutamine, hyaluronic acid

Colloid Xanthan gum
Others Fertilisers

Detailed sales and gross profit analysis by segment for the Period and
Corresponding Period:

For the six months ended 30 June 2022

RHEMWERAAARERE  RFINEZEE
mADERETEMRPAEER - HfNE
TERERUBLERE RMASZMEE
mERTIZHRARER - RAHKEEE
BAETSENBET BREWANZAE LA
AEERIERDARENEESAE - T
REERBRHLKL BAaRLSEaER
Em ZLEMBERSRERED mHEH
BAEHEA RACEBRELTS D MR
FRE o

HEEmMD WD

REBWEmDHEATRERDE

2 PHNEEEM

B m A Al ]

B e s Habk  Bark -
FRBERE m

SEaER ealk Sabk cakk-
BRalk  AamikkE
A& B

B ae =5RE

Hitb e

BEoHE A REFRBFAEELE

oA

BE-ES-—_FxXA=+HLXHEA

Food Animal High-end
additives nutrition  amino acid Colloid Others Total
RBRNME BYEE SHESER B Hft @t
Revenue WA 6,065,473 4,754,189 534,843 940,228 636,064 12,930,797
Gross profit EF 1,270,156 1,397,838 213,178 475,305 224,143 3,580,620
Gross profit margin EF= 20.9% 29.4% 39.9% 50.6% 35.2% 21.7%
For the six months ended 30 June 2021 BE-E-—FXA=1+HLAEAR
Food Animal High-end
additives nutrition amino acid Colloid Others Total
R @A A gMeEsE aEaEk Be Hit @it
Revenue LON 4,494,970 3,462,376 688,912 395,507 478,797 9,520,562
Gross profit EH 602,502 611,812 308,740 150,771 92,132 1,765,957
Gross profit margin EIES 13.4% 17.7% 44.8% 38.1% 19.2% 18.5%
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Food additives segment

Revenue generated from the sales of food additives segment
was approximately RMB6,065.5 million in the Period,
representing an increase of approximately RMB1,570.5 million,
or 34.9%, as compared to the Corresponding Period, mainly
due to increased revenue of MSG. The increased revenue of
MSG was primarily due to increased ASP and sales volume of
MSG during the Period.

Gross profit of food additives segment was approximately
RMB1,270.2 million, representing an increase of 110.8% as
compared to the Corresponding Period, mainly due to an
increase of profit contribution from MSG. Gross profit margin of
food additives segment was 20.9%, representing an increase
of 7.5 percentage points as compared to the Corresponding
Period.

Key products:

MSG: During the Period, MSG price showed a noticeable
upward trend, with the ASP of approximately RMB8,476 per
tonne, representing an increase of approximately 18.1% as
compared to the Corresponding Period. The increase in ASP
was mainly due to the market demand recovery, the increased
prices of major raw materials during the Period and the cost
pressure was successfully passed on to our downstream
customers. The Group led the market by adjusting the MSG
price actively and maximised its profitability. The sales volume
was approximately 590,574 tonnes, representing an increase
of approximately 18.5% as compared to the Corresponding
Period.

Animal nutrition segment

Revenue generated from the sales of animal nutrition segment
was approximately RMB4,754.2 million in the Period,
representing an increase of approximately RMB1,291.8 million,
or 37.3%, as compared to the Corresponding Period, mainly
due to increased ASP and sales volume of segment products.

Gross profit of animal nutrition segment reached approximately
RMB1,397.8 million, representing an increase of 128.5% as
compared to the Corresponding Period, mainly due to increased
gross profit contribution of key products of the segment.
Gross profit margin of animal nutrition segment was 29.4%,
representing an increase of 11.7 percentage points as compared
to the Corresponding Period.
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Key products:

Threonine: Threonine is classified as a major type of animal
nutrition product, an essential amino acid which maintains
body protein balance. Our threonine is mainly used as an
animal feed additive. Revenue of threonine was approximately
RMB1,381.4 million, representing an increase of 25.2% in the
Period, as compared to the Corresponding Period, primarily
due to the increased ASP and sales volume of threonine. The
ASP of threonine was approximately RMB10,555 per tonne in
the Period, representing an increase of RMB1,160 per tonne,
or 12.4%, as compared to the Corresponding Period, mainly
due to the supply shortage in the international markets caused
by the COVID-19 pandemic. The market demand recovery in
the PRC and international markets was taken place in 2021
and continued the momentum in the Period. Sales volume of
threonine was approximately 130,871 tonnes in the Period,
representing an increase of 13,469 tonnes, or 11.5%, as
compared to the Corresponding Period.

Lysine: The revenue of lysine was approximately RMB1,021.6
million, representing an increase of approximately 59.1% as
compared to the Corresponding Period. The sales volume
was approximately 131,628 tonnes, representing an increase
of approximately 27.2% as compared to the Corresponding
Period. It shared the same reason of increase as threonine.

High-end amino acid segment

During the Period, the revenue of high-end amino acid segment
reached approximately RMB534.8 million, representing
a decrease of approximately 22.4% as compared to the
Corresponding Period.

The decreased revenue of high-end amino acid segment was
mainly due to our strategy to expand into new markets and the
change of client mix. We believe that the high-end amino acid
segment will benefit from the new strategy in the longer run.

Gross profit of high-end amino acid segment decreased by
31.0% to approximately RMB213.2 million as compared to the
Corresponding Period. Gross profit margin of high-end amino
acid segment was 39.9%, representing a decrease of 4.9
percentage points as compared to the Corresponding Period.
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Colloid segment

Revenue generated from the colloid segment was approximately
RMB940.2 million in the Period, representing an increase of
approximately RMB544.7 million, or 137.7%, as compared to
the Corresponding Period, mainly due to increased revenue
of xanthan gum as the recovery of oil demand which led to
increases in the sales volume and ASP of xanthan gum. ASP
of xanthan gum has increased continuously as xanthan gum
is still in a state of short supply. The ASP of xanthan gum was
RMB28,344 per tonne during the Period, representing an
increase of 61.5% as compare to the Corresponding Period.

Gross profit of colloid segment was approximately RMB475.3
million, representing an increase of 215.2% as compared to
the Corresponding Period, mainly due to increased gross
profit contribution from xanthan gum. Gross profit margin of
colloid segment was 50.6%, representing an increase of 12.5
percentage points as compared to the Corresponding Period.

Others

Revenue generated from the sales of other products was
approximately RMB636.1 million in the Period, representing
an increase of approximately RMB157.3 million, or 32.8%, as
compared to the Corresponding Period, mainly due to increased
revenue of fertilisers. Fertilisers are still in high demand due to
increased food supply in China.

Gross profit of other products was approximately RMB224.1
million, representing an increase of 143.3% as compared to
the Corresponding Period, mainly due to the increased gross
profit of fertilisers. Gross profit margin of other products was
35.2%, representing an increase of 16.0 percentage points as
compared to the Corresponding Period.
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Analysis of Key Production Costs FEEEREDN
Production costs HEERAR

Six months ended 30 June

BEAA=1tHILAEA

2022 2021 Change
—E-CH B % e
% of total % of total
production production
costs costs
RMB’000 {444 ER A RMB'000 15 48 4 EE R 7R
ARETR WEIE AR®TT o= %
Major raw materials FEEMH
e Corn kernels o LKW 5,640,421 55.5 5,328,868 62.4 5.8
Energy REIR
* Coal o KRR 1,638,971 16.1 1,174,687 13.8 39.5
Corn kernels ERER
In the Period, corn kernels accounted for approximately 55.5% (1H BRI - RN BEERAR5S55% (=
2021: 62.4%) of the total cost of production, representing a decrease T —F F¥F 624%)  BIEAGCIET
of 6.9 percentage points, mainly due to the change in the price of DECTEFARTIARBRNERZS - B
corn kernels. The average price of corn kernels in the Period was EARBENFHEROAEESHEARE 2,262
approximately RMB2,262 per tonne, representing a decrease of 6.3% BREAFRBAT6.3% °
as compared to the Corresponding Period.
The total cost of corn kernels increased by 5.8% in the Period, which B EORRER B AL IN5.8% - EEH
was mainly due to the increase in the volume of corn consumption as RERKBEEREFRBPAMER -

compared to the Corresponding Period.
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The following chart shows the price trend of corn kernels from the
first half of 2019 to the Period:

TEINRE T -NFLFFEHREKRE
RN ERBE

Price Trend of Corn Kernels
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Coal

Coal accounted for approximately 16.1% (1H 2021: 13.8%) of the
total cost of production in the Period. The average unit cost of coal
in the Period was approximately RMB408 per tonne, representing
an increase of RMB105 per tonne, or 34.7%, as compared to the
Corresponding Period. The coal price continued the price trend in the
fourth quarter of 2021. However, it was relatively higher as compared
to the Corresponding Period.

The Group’s major production bases have our own power plants with
access to lower-cost coal in the regions by purchasing directly from
the coal mines with long-term contracts to guarantee our coal supply
volume. As a result, our production bases were not affected by power
shortages.
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Production

The annual designed production capacities of the major products
were as follows:

£E
TREMNFRTEELDT

Six months ended 30 June
HEAA=1THIEAEA

2022 2021 Change
Product EfR —E-C T —F &
Tonnes Tonnes %
g 7 %
Food additives BmANME
MSG (Note) UKAE (I 3E) 665,000 665,000 -
Starch sweeteners (Note) B EHRE (M 3E) 360,000 360,000 -
Animal nutrition BYEE
Threonine (Note) Bk (hiE) 121,500 121,500 -
Lysine (Note) R (M) 100,000 100,000 -
Colloid Bae
Xanthan gum (Note) =H5RB (W) 32,500 32,500 -
Other Hib
Fertilisers (Note) REEL (i a) 540,000 540,000 -

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

Analysis of Capacity Usage of Major Products

Business strategy of production remained unchanged and the Group
set production volume according to market demand in order to
minimise the risk from pricing competition. During the Period, the
capacity utilisation rate of MSG remained stable, which was around
94%. The capacity utilisation rate of starch sweeteners was only
around 66% in the Period, mainly due to the oversupply in the market.
Threonine and lysine, as classified in the Animal nutrition segment,
benefited from the increasing demand in oversea markets. Threonine
and lysine reached full capacity during the Period. Xanthan gum, as
classified in the Colloid segment, also benefited from the recovery of
market demand and reached full capacity during the Period.
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Other Financial Information
Other income

In the Period, other income amounted to approximately RMB131.9
million, which was mainly comprised of the income from the sales of
waste products, amortisation of deferred income and government
grants.

Other gains

It mainly represents net foreign exchange gains generated from
operating activities and fair value gains on change in fair value of
foreign exchange swap contracts, which was for hedging the foreign
exchange risk of our USD bank borrowings.

Selling and marketing expenses

Selling and marketing expenses increased by approximately
RMB233.8 million, or 36.9%, in the Period, mainly due to the
significant increase of the transportation costs.

Administrative expenses

Administrative expenses increased by approximately RMB71.4 million,
or 17.4%, in the Period. The increase was due to the increases in
research and development expenses and employee benefit expenses.

Finance income

Finance income mainly represented interest income from bank
deposits. The interest income from bank deposits and bank balance
amounted to approximately RMB22.1 million, representing an
increase of 102.2%. This was mainly due to the increase in our
working capital during the Period. On the other hand, the Group
recorded an exchange loss on financing activities of approximately
RMB162.8 million (1H 2021: an exchange gain of RMB42.4
million), mainly due to the exchange difference of bank borrowings
denominated in USD in the Period. The exchange loss on financing
activities are classified in Finance costs, which resulted a decrease of
RMB34.4 million, or 60.6% in finance income.

Finance costs

Finance costs mainly represent the interest expenses of bank
borrowings and foreign exchange loss from our USD syndicated bank
loan. The finance costs of the Group in the Period increased, mainly
as the exchange loss on bank borrowings denominated in USD.
On the other hand, interest expense decreased by approximately
RMB5.0 million, as the 3-year USD bonds issued on 28 August 2018
was refinanced by a syndicated loan of lower financing cost in August
2021.
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Depreciation

Depreciation expense of the Group was approximately RMB579.4
million in the Period, representing a decrease of RMB35.9 million, or
5.8%, as compared to the Corresponding Period.

Income tax expense

Please refer to the note 13 of interim condensed consolidated
financial statement.

Dividend

The Board has resolved to pay an interim dividend of HK32.0 cents
per Share and a special interim dividend of HK4.6 cents per Share for
the Period, payable on or before 7 October 2022 to the Shareholders
whose names appear on the register of members of the Company on
16 September 2022.

Syndicated bank facilities

On 9 March 2021, the Company (as borrower) and certain of its
subsidiaries (as guarantors) entered into a facilities agreement with
certain major banks (as lenders) pursuant to which a USD term and
revolving loan facilities up to USD400 million with a term of 36 months
from initial funding has been granted to the Company at the rate of
interest equivalent to the aggregate of a margin rate of 1.80% per
annum plus the London interbank offered rate administered by ICE
Benchmark Administration Limited on the relevant date in respect
of the USD loan. The purpose of the loan is mainly to refinance
the USD bonds and part of bank loan of the Company and for the
Group’s general corporate purposes. The utilisation drawdown of
the syndicated bank facilities, amounted to USD400 million, was
made on 24 August 2021. The balance of syndicated bank loan
was USD400 million as at 30 June 2022 and subsequently we have
repaid the revolving portion of the syndicated bank loan amount of
USD160 million on 29 July 2022. Furthermore, as disclosed in the
announcement made by the Company on 4 June 2021, as per the
facilities agreement, it would constitute a change of control event
if Mr. Li Xuechun, being the controlling Shareholder of the Group,
ceases to beneficially own at least 35% of the issued share capital
of the Company or ceases to be the single largest Shareholder. On
and at any time after the occurrence of a change of control event,
(i) the Lender shall not be obliged to fund the utilisation of the term
loan facility, and (ji) if the lenders so required, the lenders shall, by not
less than five days notice to the Company, require all outstanding
loans, together with accrued interest and all other amounts accrued
under the finance documents in connection with the loan facilities
immediately due and payable.

Except for the above, the Group had no other committed banking
facilities as at 30 June 2022. The Directors believe that the Group’s
liquidity position is relatively stable and that the Group has sufficient
banking facilities to repay or renew existing short term bank loans and
other borrowings.
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Liquidity and Financial Resources

As at 30 June 2022, the Group’s cash and bank balances
were approximately RMB7,969.9 million (31 December 2021:
RMB4,054.8million) whereas total bank borrowings were
approximately RMB7,662.5 million (31 December 2021: RMB4,227.0
million) which represented short term bank borrowings of
approximately RMB4,866.9 million (31 December 2021: RMB1,722.3
million) and long term bank borrowings of approximately RMB2,795.6
million (31 December 2021: RMB2,504.8 million). The Group’s cash
and bank balances and borrowings are mainly denominated in RMB
and USD.

Net cash after short term bank borrowings were approximately
RMB3,103.0 million (31 December 2021: RMB2,332.6 million).

Gearing ratio

As at 30 June 2022, the total assets of the Group amounted
to approximately RMB26,876.2 million (31 December 2021:
RMB21,510.8 million) whereas the total borrowings amounted to
RMB7,662.5 million (31 December 2021: RMB4,227.0 million). The
gearing ratio was approximately 28.5% (31 December 2021: 19.7%).
which is calculated based on the Group’s total interest-bearing
borrowings over total assets.

Foreign exchange exposure

The Company entered into a USD200,000,000 foreign exchange
swap agreement on 24 August 2021. Such foreign exchange swap
agreement was mainly for hedging part of the exposure to foreign
exchange risk of the USD400 million syndicated loan facility entered
into by the Company on 9 March 2021, and of which the utilisation of
the full USD400 million was made on 24 August 2021.

The Company entered into one USD38,000,000 foreign exchange
swap agreement on 3 November 2019. It was for hedging the full
exposure to foreign exchange risk of the Company’s USD bank loan
amounted to USD38,000,000 which are partially repaid based on
the terms of loan agreement. As at 30 June 2022, the outstanding
balance of the USD bank loan reduced to USD30,400,000. The
corresponding foreign exchange swap agreement was amount to
USD30,400,000 as at 30 June 2022.
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Except for the above, the Directors do not consider that the exposure
to foreign exchange risk is significant to the Group’s operation as
the Group operated mainly in the PRC and most of the Group’s
transactions, assets and liabilities are denominated in RMB. Foreign
currencies were, however, received for the export sales of products,
and draw-down of bank borrowings. Such proceeds were subject to
foreign exchange risk before receiving and converting them into RMB.
The foreign currencies received for export sales were converted into
RMB depend on needs and market conditions. The Group manages
foreign exchange risk arising from proceeds from bank borrowings by
partially applying cross currency swaps to mitigate exposures arising
from the fluctuations in foreign currencies of bonds and borrowings.

Contingent Liabilities

As at 30 June 2022, the Group had no material contingent liabilities.

Charges on assets

As at 30 June 2022, RMB800.0 million of term deposits (31
December 2021: RMB500.0 million) and RMB62.0 million of restricted
bank deposit (31 December 2021: nil) were pledged to certain banks
to secure bank borrowings of RMB1,058.4 million (31 December
2021: RMB500.0 million) of the Group; and RMB24.0 million of term
deposits (31 December 2021: nil) and RMB89.5 million of restricted
bank deposits (31 December 2021: RMB3.0 million) were pledged for
issuance of bank acceptance notes

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

Significant investment held

During the Period, the Group did not hold any significant investment.
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Outlook and Future Plan

1. The scientific research facility in Qingdao was launched in May
2022 to enhance systematic research and technical capabilities.
We will further expand the research team by adding more
researchers.

2. We will strengthen the B2C model and provide industrial
customers with tailor-made product solutions.

3. We will continue to implement the internationalisation plan. We
purchased a parcel of land in North Dakota, the U.S. We are still
in the initial planning stage to build a factory to produce animal
nutrition products in the U.S.

4. We completed the acquisition of a third party company in
Northeast China. We will tumn it into an in-house chemical plant
to lower our production costs.

Other Information
Material acquisition or disposal of subsidiary and
associated company

The Group had no material acquisition or disposal of subsidiaries or
associated companies for the Period.

Employees

As at 30 June 2022, the Group had approximately 15,000
employees. Employees’ remuneration was paid in accordance with
relevant policies in the PRC. Appropriate salaries and bonuses were
paid which were commensurate with the actual practices of the
Group. Other corresponding benefits include pension, unemployment
insurance, housing allowance, etc.

Closure of register of members

The register of members of the Company will be closed from
Wednesday, 14 September 2022 to Friday, 16 September 2022 (both
dates inclusive), during which period no transfer of Shares will be
registered. In order to qualify for the interim dividend and the special
interim dividend, all transfers of shares accompanied by the relevant
share certificates must be lodged with the Company’s branch share
registrar in Hong Kong, Tricor Investor Services Limited at 17/F, Far
East Finance Centre, 16 Harcourt Road, Hong Kong not later than
4:30 p.m. on 13 September 2022.
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Corporate governance

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

Code provision C.1.6 of the CG Code: The Independent non-
executive Directors and the non-executive Directors should attend
the general meetings of the Company. However, due to other
commitments, Mr. Zhang Youming, independent non-executive
Director, did not attend the annual general meeting of the Company
held on 27 May 2022. All the Directors have given the Board and
the committees of which they are members the benefit of their
skills, expertise and varied backgrounds and qualifications through
regular attendance and active participation. The Directors will also
endeavor to attend future general meetings and develop a balanced
understanding of the views of Shareholders.

The Audit Committee of the Company has reviewed the Group’s
unaudited interim condensed consolidated financial statements for
the Period.

Event after the reporting period

Based on the Uyghur Forced Labor Prevention Act implemented
by the U.S. in June 2022, the U.S. Customs and Border Protection
(“CBP”) requires non-Xinjiang-related and non-forced labour
supporting materials for Fufeng’s exported products to the U.S.. Until
these supporting materials are submitted and approved by CBP, our
products exported to U.S. cannot be successfully cleared into the U.S.
market.

We confirm that there is no “forced labour” used in the production of
our products coming from any of our facilities. Our team of lawyers is
actively preparing supporting materials with our production plant and
marketing team, which involves many aspects and links of the entire
procurement and production, so it takes a period of preparation and
completion, and we also maintain timely communication with CBP,
hoping to get their approval and release of this batch of customs
clearance products as soon as possible. The U.S. market contributed
an insignificant portion of revenue to the Group’s revenue for the
Period.

— 38 —

>

/

TEER
HQ@EAZY S+ F - AN\BEBRZAERL
EERBARANEEERTRTIADL
%ﬁxﬁ?ﬁ'ﬁﬁ%@ﬁ’]?H‘J&#H'JMXHEE°
ARNBRBR—EETEEERTA HET
FIFTEH BRI -

77

E|'

ha]]

EEATRMNTANEXECA.61K - Bk
HOTEERIIPTESREFARTREKX
oM ARBIYIRTESRRBPLEE
RERE BABREARANR T
AAZHEERTHRERF RS - BBT
R EG2EEESRFEMBENEZE
TeE 2RETHHRE ZENEH TR
%?&érﬁﬁﬂF%$A&ﬁ$%Fm§
CEENMBEEBNEEBERBRANKEK
iTHxﬁﬁﬁﬁ - REYEREE -

>

HI]D

A

mﬂ)

ARARBEZZB G EHASER AR K
REZTREAS I B®RE -

HEMREE
EREBR - _FNARNTPILEETR
FRoRBLEAR ) - EBUBRAEIBIRRER
(CBP) A B B My #a 35 b B SKIB R IE B A
JES A BBHFRER TELERE
RHE R WAL B EBE BE 2 2ERT - BAIAY
WiEE M T EF M E AERTIS o

HAPIRER - HAIEARIENEmEEL H/E
FAT58:8 558 ] o TAPI A 122 Bil [ B I 7 BR 3 P9
MAEE TR HEERERE D EEER
R Eﬁtﬁﬂﬂﬁ‘;&{%iﬁ&ﬂ fE 2R 8 & &=
ZEHTENRE  AMER - REROER
TR - Hﬁfﬁsz’ﬁmﬁE%I/E%{%%&ﬁmﬁ
B HEREBREIBFINT LU ERIRTT
EHEBREER - XEMH WAL RS EBRE
MU A EL I A K



Model Code for securities transactions by Directors

The Company has adopted the Model Code. Specific enquiries
have been made with all Directors who have confirmed that they
have complied with the required standard set out in the Model Code
and the Company’s code of conduct regarding Directors’ securities
transactions during the Period.

Purchase, redemption or sale of securities of the
Company

Neither the Company nor any of its subsidiaries purchased, redeemed
or sold any of the Company’s listed securities during the Period.

By order of the Board
Fufeng Group Limited
Li Xuechun

Chairman

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

the independent non-executive Directors of the Company are Mr. Lau
Chung Wai, Mr. Zhang Youming and Ms. Li Ming.
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GLOSSARY

Absolute Divine
Absolute Divine

Acquest Honour
Acquest Honour

ASP
FHERE

Audit Committee
BitZ8®

Board
Eo=ay

BVI
KBREIEHS

CG Code
EERTA

Company

ZAN/NS)

Corresponding Period

EFRB

Director(s)

55

EBITDA
EBITDA

Expand Base
Expand Base

FVOCI
BATFEFARMMES KR

FVPL

BRATE AER
Group

rEH

HKAS
ER g AR

Absolute Divine Limited, a wholly-owned subsidiary of the Company
Absolute Divine Limited + AN A & & & i B A 7

Acquest Honour Holdings Limited, a wholly-owned subsidiary of the Company
Acquest Honour Holdings Limited » 28 A &% & it /8 A 7]

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

AEBERNTFHEE

audit committee of the Board
EE=eFTEEY

the board of Directors

E=xg

The British Virgin Islands
REBRAHS

Code on Corporate Governance Practice under Appendix 14 of the Listing Rules

ERAM SR+ R N RRERER TR

Fufeng Group Limited
SEREBRAQA

six months ended of 30 June 2021
HE-_Z2-—FA=+H1EEA

the director(s) of the Company

ARAES

earnings before interest, taxes, depreciation and amortisation

RS ~ & - I8 R EHA A E

Expand Based Limited, a wholly-owned subsidiary of the Company
Expand Based Limited * &"'A &) 2 & W B A7)

fair value through other comprehensive income

BRATFEF AR MES R

fair value through profit or loss
BRATE AR

the Company and its subsidiaries

EN/NCTD SN = PN

Hong Kong Accounting Standard issued by HKICPA
BB G AERMN T EGER
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HKFRS
BRI &S

HKICPA
BRGNS

Hong Kong
i

Listing Rules
EmARA

Model Code

EELL]

MSG

KI5

Period
BN

PRC

e

Share(s)
f& 10

Shareholder(s)
& ER

Stock Exchange
Bt 22 B

Summit Challenge
Summit Challenge

Trans-Asia
R

u.s.
ENEl

HKD
BT

RMB
ARE

Hong Kong Financial Reporting Standards issued by HKICPA
ER GRS EMNE BN B mE LR

Hong Kong Institute of Certified Public Accountants
%/E = u+ Eﬂiﬂﬁ

the Hong Kong Special Administrative Region of the PRC
FEFBRRIITHR

the Rules Governing the Listing of Securities on the Stock Exchange
B3 PrRE 5 AR Al

Model Code for Securities Transactions by Directors of Listed Issuers as set out in

Appendix 10 of the Listing Rules
FHRBI S PAE FTREITAEFETES X HRESTE

monosodium glutamate, a salt of glutamic acid which is commonly used as a flavour

enhancer and additive in the food industry, restaurant and household application
AEBW - REME  RERFKELERERAKRE SR E NS R EkEE

six months ended of 30 June 2022
BHE-ZT-_FA=1+HIERHEA

the People’s Republic of China, which for the purpose of this report exclude Hong

Kong, the Macau Special Administrative Region of the PRC and Taiwan

REARKME  piAREME - TREEE  FERPIFHITRERRAEE

share(s) in the share capital of the Company

ADABAT R

holder(s) of the Share(s)
DSRESZEPN

the Stock Exchange of Hong Kong Limited
BERBBMERHMERADF

Summit Challenge Limited, a wholly-owned subsidiary of the Company
Summit Challenge Limited * 7K 2 &) 2 & Hf B A 7]

Trans-Asia Capital Resources Ltd., a wholly-owned subsidiary of the Company
ROERERAR  ARAEZEMBERF

the United States of America
EREAS REH

Hong Kong dollars, the lawful currency of Hong Kong
BEEEEEET

Renminbi, the lawful currency of the PRC
FREEEEB AR
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usb United States dollars, the lawful currency of the U.S.
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