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ANNOUNCEMENT OF INTERIM RESULTS FOR THE SIX MONTHS ENDED 30 JUNE 2023
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HIGHLIGHTS OF 2023 INTERIM RESULTS
—ECCHERHRERE

- The Group’s revenue increased by 5.0% to approximately RMB13,580.1 million in the Period, as compared to
the Corresponding Period, primarily due to increased revenue contribution from the business segments of food
additives, colloid and high-end amino acid.

NEBBARNAWARFEAEING.0% 2L AR 13,580,100,0007C * FEZHRERANE - BEBRkaEaE
FeE mEB D HHWA T RUIEMATE o

- The Group’s overall gross profit decreased by 17.4% to approximately RMB2,956.8 million in the Period, as
compared to the Corresponding Period, primarily due to the decreases in the gross profit of food additives and
animal nutrition segments.

AEEBANERENRRBR D 174% 2L AR 2,956,800,0007T  TEHRBRAMBI EEBMEED
B ER TRERTE o

- Profit attributable to the Shareholders decreased by 24.1% to approximately RMB1,537.9 million in the Period,
as compared to the Corresponding Period.
HA 9 % 5P R R ER R 24.1% B 49 A R %6 1,587,900,000 7T °

- Earnings per share — basic and diluted for the Period were RMB60.70 cents and RMB60.68 cents, respectively
(Corresponding Period: RMB79.96 cents and RMB79.96 cents).
HANEREAARBEFEMNS I ABARKEG07T00 RARKG0687 (XFRE: ARK79.960 K AR
79.96%) °

- Return on equity for the Period was 18.9%* (Corresponding Period: 28.0%7).
HIN A AR A Bl 2R & 5 18.9% (K F R A - 28.0%*)

- Interim dividend of HK23.0 cents per share declared by the Board, with the dividend payout ratios of 35%.
FESERTERESFR23.08M - KEEXAE35% -

* calculated on an annualised basis
REFEESE




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. HE K

INTERIM CONDENSED CONSOLIDATED INCOME STATEMENT
B B3 & B R &

For the six months ended 30 June 2023 & Z - - =F /XA =+HIL/~AA

Half-year
YXFE
2023 2022
—EC-=F —E -
Note RMB’000 RMB’000
k23 ARET T AREF T
Revenue L ON 5 13,580,093 12,930,797
Cost of sales SH & A AR (10,623,333) (9,350,177)
Gross profit EH 2,956,760 3,580,620
Selling and marketing expenses HE RIS HERERZ (884,831) (867,131)
Administrative expenses TEAX (555,850) (482,067)
(Provision for)/reversal of impairment SREERERIE
losses on financial assets (Bth) /#E (33,637) 3,347
Other operating expenses Hih &M= (22,410) (24,923)
Other income E b A 6 107,080 131,878
Other gains — net H b ek — F58 164,849 380,176
Operating profit RERF 7 1,731,961 2,721,900
Finance income BTN 135,283 22 371
Finance costs B T A R (109,714) (256,057)
Finance income/(costs) — net ISR (BRA) —F 8 8 25,569 (233,686)
Share of net loss of associates HA#EDEYRN
accounted for using the equity method {5 Bt 2 A 51 F & 18 (194) (888)
Profit before income tax R P 15 Bt Al a 1,757,336 2,487,326
Income tax expense Fris ik = 9 (219,432) (461,320)
Profit for the half-year and BREGEFERF
attributable to the shareholders 1,537,904 2,026,006
Earnings per share for profit HARREMBERERET
attributable to the shareholders
during the period
(expressed in RMB cents per share) (U BRARESZ3])
— basic —&R 10 60.70 79.96
— diluted —#E 10 60.68 79.96




INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
hHE RS RE RS R

For the six months ended 30 June 2023 & Z —Z - =F XA =+HIL/NAA

Half-year
¥EFEE
2023 2022
—ZE=-= —E -
RMB’000 RMB’000
AR® T ARETF T
Profit for the half-year ¥EERA 1,537,904 2,026,006
Other comprehensive loss for the half-year ¥ FEH MRS EE
Items that may be reclassified to profit or loss ~— FJEEF H 482 187569 1E H
Exchange differences on translation of foreign /BN ESHE R ITE =5
operations (2,860) -
Total comprehensive income for the BREREGMEFEFERSZAE
half-year attributable to the Shareholders 1,535,044 2,026,006




INTERIM CONDENSED CONSOLIDATED BALANCE SHEET

FHERHEHEEREBR

Asat30June 2023 R-—ZE=-=FA=1+H

30 June 31 December
2023 2022
—E=-= —E-F
ANA=+H +=ZA=+—H
Note RMB’000 RMB’000
Bt ARET ARETF T
ASSETS BE
Non-current assets IRBEE
Property, plant and equipment Y B REE 9,777,369 9,455,464
Right-of-use assets FRAEEE 902,843 832,747
Intangible assets mEE 45,371 45,446
Investments accounted for using the HAEZDEYERNEE
equity method - 194
Financial assets at fair value through BAFEFABENEMEE
profit or loss 10,000 10,000
Prepayments TR FRIE 365,781 150,398
Deferred income tax assets RIEMEREE 35,673 41,926
Total non-current assets FRBEERE 11,137,037 10,536,175
Current assets REBEE
Inventories A 5,824,712 5,846,373
Trade, other receivables and FEUE 5 8RR H M & WRIE
prepayments NMIBR FRIE 11 2,493,191 2,366,589
Cash and cash equivalents RekRESEED 12 6,899,650 7,008,116
Restricted bank balances ZIREIRIT 88 12 533,500 631,371
Total current assets REBEEHAE 15,751,053 15,852,449
Total assets EEHE 26,888,090 26,388,624




30 June

31 December

2023 2022
—E-_=F —E-—F
ANAB=+H +ZA=+—H
Note RMB’000 RMB’000
it ARETx ARET T
LIABILITIES =L
Non-current liabilities kFBEE
Other payables H b fE T IR 58,450 73,618
Deferred income PRAE U 2= 770,081 756,723
Borrowings B 13 948,000 584,500
Lease liabilities HEARE 117 514
Deferred income tax liabilities EIEFTISTAE 16,650 91,650
Total non-current liabilities IRBEBERE 1,793,298 1,507,005
Current liabilities RBAE
Trade, other payables and accruals FETE SR - EMbERFRIE
KR & A 14 2,850,689 2,967,232
Contract liabilities AHEE 758,471 786,389
Current income tax liabilities BIEAFRIS A E 225,000 264,909
Borrowings BE 13 4,965,368 5,368,575
Lease liabilities HEAR 865 890
Total current liabilities REBaEaE 8,800,393 9,387,995
Total liabilities EEH8E 10,593,691 10,895,000
EQUITY R
Capital and reserves attributable to IR R (L R AR #E
the shareholders
Share capital &% A 243,460 243,460
Share premium & imE 266,285 266,285
Other reserves H i 1,217,529 1,214,114
Retained earnings REB W= 14,567,125 13,769,765
Total equity ERHEE 16,294,399 15,493,624
Total equity and liabilities ExkBaEHEE 26,888,090 26,388,624




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

For the six months ended 30 June 2023 #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 Shandong Province, 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 condensed consolidated interim financial report is presented
in RMB, unless otherwise stated, and was approved for issue on
30 August 2023 by the Board.

This condensed consolidated interim financial report has not
been audited.

BASIS OF PREPARATION

This condensed consolidated interim financial report for the
Period has been prepared in accordance with HKAS 34
“Interim Financial Reporting”. The condensed consolidated
interim financial report does not include all the notes of the type
normally included in an annual financial report. Accordingly,
this announcement is to be read in conjunction with the annual
report for the year ended 31 December 2022, which have been
prepared in accordance with HKFRSs.
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SIGNIFICANT ACCOUNTING POLICIES

The accounting policies in this condensed interim financial
report applied are consistent with those of the annual financial
statements for the year ended 31 December 2022 except for the
adoption of new and amended standards as set out below.

(@) New and amended standards adopted by the
Group
A number of new or amended 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 except amendments to HKAS 12.

Effective for

annual periods

beginning

on or after

HKFRS 17 Insurance Contracts 1 January 2023

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

Statement 2

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

The amendments to HKAS 12 Income Taxes require
companies to recognise deferred tax on transactions
that, on initial recognition, give rise to equal amounts of
taxable and deductible temporary differences. They will
typically apply to transactions such as leases of lessees
and decommissioning obligations, and will require the
recognition of additional deferred tax assets and liabilities.
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(b)

The amendments should be applied to transactions that
occur on or after the beginning of the earliest comparative
period presented. In addition, entities should recognise
deferred tax assets (to the extent that it is probable
that they can be utilised) and deferred tax liabilities at
the beginning of the earliest comparative period for all
deductible and taxable temporary differences associated
with:

right-of-use assets and lease liabilities, and

ii. ~decommissioning, restoration and similar liabilities,
and the corresponding amounts recognised as part of
the cost of the related assets.

The cumulative effect of recognising these adjustments
as of 31 December 2022 was not material and hence no
adjustment was made to the beginning retained earnings,
or another component of equity.

New standards and interpretations not yet
adopted

The following new standards, new interpretations and
amendments to standards and interpretations have been
issued but are not effective for the financial year beginning
on 1 January 2023 and have not been early adopted by the
Group:

Effective for
annual periods
beginning
on or after
Amendments to HKAS 1 Classification of Liabilities as current 1 January 2024
or non-current
Amendments to HKAS 1 Non-current liabilities with covenants 1 January 2024
Amendments to HKFRS 16 Lease liability in sale and leaseback 1 January 2024
HK Interpretation 5 Presentation of Financial Statements 1 January 2024
(Revised) - Classffication by the Borrower
of a Term Loan that Contains a
Repayment on Demand Clause
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 full impact of the new
standards, new interpretations and amendments to
standards and interpretations.
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ESTIMATES

The preparation of interim 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 condensed consolidated interim 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 2022.

SEGMENT INFORMATION

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

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

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

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

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

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

—  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 71% (30 June 2022: 66%) of the Group’s revenue
are generated from sales to the customers in the PRC.

No customer contributes 10% or more to the Group’s revenue
for the Period and the Corresponding Period.
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The segment information for the six months ended 30 June
20283 is as follows:

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

BE T _="FXA=THLEANEAD

FEARDT
High-end

amino acid Colloid Others Group
BREER BR Hip AEE

RMB'000  RMB'000  RMB'000  RMB'000
ARETR ARBTR AR®TR ARE®TR

827,369 1,632,283 471,239 13,580,003
(528,550)  (634,866)  (377,047) (10,623,333

Revenue WA 6,558,505 4,090,697
Cost of sales HEKAR (5,586,710)  (3,496,160)
Gross profit EM 971,795 594,537

298,819 997,417 94,192 2,956,760

The segment information for the six months ended 30 June
2022 is as follows:

Food Animal
additives nutrition
RmAME gmER
RMB'000 RMB'000
ARBFT ARETR

BE T _FXRNA=THLEAEADN

DEERAT -
High-end
amino acid Colloid Others Group
BiERER B Hith AEE

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

Revenue WA 6,065,473 4,754,189 534,843 940,228 636,064 12,930,797
Cost of sales HEKAR (4,795,317)  (3,356,351) (321,665) (464,923) (411,921)  (9,350,177)
Gross profit E7 1,270,156 1,397,838 213,178 475,305 224,143 3,580,620
OTHER INCOME 6. Hflg A
Half-year
FEE

2023 2022

—EB-=F =
RMB’000 RMB’000
AR®T AREEF T
Amortisation of deferred income 5% JE UK 2o 2 5 34,512 46,470
Government grants relating to expenses €251 2 & B #) BT 4 BY 27,311 31,870
Sales of waste products BEREMEE 26,874 38,199
Others Hity 18,383 15,339
107,080 131,878

—10 =



7. OPERATING PROFIT 7. KERF
An analysis of the amounts presented as operating items in the TXFEAMBEENPEIAKEEIER
financial information is given below. K2R
Half-year
YEE
2023 2022
—E-= —=E-—
RMB’000 RMB’000
ARMT AREET T
Amortisation of intangible assets B B 3,681 3,041
Depreciation of property, plant and W BERREBETE
equipment 558,913 568,630
Depreciation of right-of-use TRAEEENE
assets 11,033 10,783
Provision for/(reversal of) impairment CRVEEREEBEE (BRE)
losses on financial assets 33,637 (8,347)
Provision for value on employee services B #5218 (& B IRFS B E B
for the share option schemes 538 187
Provision for inventory write-down — net 7% & fifl sk B & — 7 F & 30,410 10,356
Impairment charge for an investment KA EY RN —IBIEE/RE
accounted for using the equity method X H - 7,483
Impairment charge for property, ME - REREEREI D
plant and equipment - 4,603
Net foreign exchange gains HNE I 2% F R (211,677) (306,215)
Investment gains from derivative financial $74 & &l T A& A M E RS
instruments - (68,963)
Compensation for project termination HERIEFHES 44,132 -

—11=



8. FINANCE INCOME AND COSTS 8. MW ARBEA
Half-year
YEE
2023 2022
—E-=F —E-F
RMB’000 RMB’000
AR®T T ARBEF T
Finance income: BIEHA -
Interest income from financial assets HWIREEEEMNRENEREE
held for cash management purposes FEHA
- bank deposits and bank balances —RITF R RIRITEE 4 135,001 22,109
— financial assets at amortised cost — RN ENSREE 282 262
135,283 22,371
Finance costs: BB -
Interest and finance charges paid/ AL IR A FEFT ABmETERE
payable for lease liabilities and EaEkeMBEEN BAEFE
financial liabilities not at fair value L EE A
through profit or loss
— bank borrowings —iRITEE (93,614) (91,379)
- lease liabilities -HEBE (34) (43)
— other payables — H At JE A FRIB (1,931) (1,835)
Net foreign exchange losses on BhE E B R INE B IR F 5
financing activities (14,135) (162,800)
(109,714) (256,057)
Net finance income/(costs) BB A (BRA) B4E 25,569 (233,686)
INCOME TAX EXPENSE 9. FiIBRimx
Half-year
YEE
2023 2022
—E-= —EFE-=
RMB’000 RMB’000
AR®T T ARBEF T
Current income tax BIERFT1S %X
-PRC —
— Enterprise income tax e CY ) 205,691 332,980
— Withholding tax —TEMBL 77,750 80,000
- U.S. enterprise income tax —ERPEMEH 4,738 6,303
Total current income tax BIEAFT S 7R 48 58 288,179 419,283
Deferred income tax EEFTISH (68,747) 42,037
219,432 461,320

12—



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

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

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 foreign immediate holding
companies, including those incorporated in Hong Kong. Trans-
Asia Capital Resources Ltd., Full Profit Investment (Group) Ltd.
and Full Health (Hong Kong) Limited, three subsidiaries of the
Company, acquired qualification for the lower tax rate of 5% for
dividend received from its subsidiaries in mainland China while
the withholding tax rate for other subsidiaries in Hong Kong were
based on 10%.

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.

During the Period, withholding tax of RMB75,000,000 has been
paid as a subsidiary of the Company has distributed the retained
earnings of RMB1,500,000,000 as of 31 December 2022 and
withholding tax of RMB2,750,000 has been provided and paid
as another subsidiary of the Company distributed the retained
earnings of RMB55,000,000 as of 31 December 2022. No
withholding tax has been provided as the Group does not expect
Mainland China subsidiaries to distribute the retained earnings
for the Period (for the Corresponding Period: withholding tax
of RMB30,000,000 has been provided as the Group expects
Mainland China subsidiaries to distribute the retained earnings of
RMB600,000,000) in the foreseeable future.
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10. EARNINGS PER SHARE

10. SR &R

Half-year
YEE
2023 2022
—E-=HF —E-—F
Earnings per share for profit attributable % R E(G & F 2 SFRAF (ERAR
to the Shareholders (RMB cents per )
share)
— basic —EK 60.70 79.96
— diluted —¥E 60.68 79.96

Basic earnings per share is calculated by dividing the profit
attributable to the Shareholders by the weighted average
number of ordinary shares in issue during the period. Diluted
earnings per share is calculated by adjusting the weighted
average number of ordinary shares outstanding assuming the

AR EAR R M THH% B R AR i R A HR
NEZTEBRNEFIHE - 8K
BERNDBRRAGMABEENE
EEBER - EBARRTEINERK
I HEE -

conversion of all dilutive potential ordinary shares.

During the Period, the 2,000,000 outstanding share options
issued in July 2022 is 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 options have no dilution for the
Period. These options could potentially dilute basic earnings per

share in the future.

Earnings per share — basic and diluted for the Period was
RMB60.70 cents and RMB60.68 cents respectively (equivalent
to HKB8.67 cents and HK68.65 cents) (Corresponding Period:
RMB79.96 cents and RMB79.96 cents respectively (equivalent

to HK 96.53 cents and HK 96.53 cents)).

RER R ESREFTRNE - T5
MR ZZTZ ZF+ A#17892,000,000 17
HATTERRE  RESHA L BT
BmENLREBERENTEE  Hit
REIA - WEREBRELBESER -
THRAREAE R IR Al e @ BB BREARF -

HANSRERARBERN SR AARE
60.70 73 & AR #60.68 % (FE #68.67
Bl & 68.65%8 M) (KXFRE: 284
AR79969 R ARKT79.965 (HHE
7 96.53 78l &% 96.5371l)) -

— 14—



11. TRADE, OTHER RECEIVABLES AND M. EWESRR -  HiEWRIE
PREPAYMENTS REAMARE
As at
i
30 June 31 December
2023 2022
—E-= —E-—
NA=t+H +tZA=1+—H
RMB’000 RMB’000
AR®T T AREET T
Trade receivables (a) JEWE 2R () 1,067,800 1,094,634
Less: provision for impairment loss B ETRRBE BB E
allowance (66,934) (83,297)
Trade receivables — net JEUE Z R — 558 1,000,866 1,061,337
Deposits and others e MEHM 120,682 74,679
Loan to a related party BT —RBEETNER 22,007 10,658
Loan to a third party (b) BT —RBE=HHEK (D) 50,000 50,000
Less: provision for impairment loss W EHRREEERE
allowance (50,000) (50,000)
Loan to a third party — net BT REZFHNER—FE - -
Loans to employees LTEEMENR 322 3,566
Value-added tax for future deduction R B &R A S ER 70,871 74,197
Prepaid current income tax FETBIERFT 15 8% 358 13,818
Interest receivables U F B 2,814 7,958
1,217,920 1,246,213
Notes receivable (c) JEWEE (0) 850,121 654,942
Trade and other receivables FEUNE 5 BRI B R W R TR 2,068,041 1,901,155
Prepayments to suppliers T rE R RIR 790,931 615,832
2,858,972 2,516,987
Less: non-current portion W JERNEREL o
Prepayments for non-current assets (d)  3E & & ¥& 1~ 2UE (d) (365,781) (150,398)
2,493,191 2,366,589
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At 30 June 2023 and 31 December 2022, the ageing
analysis of the trade receivables based on invoice date was
as follows:

RZEBE_=ZFARAA=Z+HEZZ
——HF+-A=1+—H EKES
RIS ZHHMERESTIOT

As at
i

30 June 31 December
2023 2022

—E== —E -
AA=t+H +tZHA=+—H
RMB’000 RMB’000
AR®BT T ARBTT
Within 3 months =EAR 990,279 1,076,025
3 to 12 months =E+ @A 72,044 13,920
Over 12 months HBE+ @A 5,477 4,689
1,067,800 1,094,634

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 the PRC and overseas
with good payment history are offered credit terms of not
more than three months.

The loan to a third party was arranged via a financial
trust company during 2019. During the year ended 31
December 2021, the loan was past due for collection as
the third party was in financial difficulties. A full 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.

—16 —
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As at 30 June 2023, notes receivable were all bank
acceptance notes aged less than one year, including a
total amount of RMB753,922,000 (31 December 2022:
RMB574,650,000) that have been endorsed to the
suppliers. As the notes receivable 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.

RZE-=FA=+H EKE
BYEEREIN—FRHRITELE
% BIERE A AR 753,922,000
T(ZEZ__F+=-_A=+—8":
AR #574,650,0007T) & & & FH#
FERE MR - MR ERZEEIFEIR
BeReEnEaERESHEE -
WZEEERSREREAIMAR
L EAE - BIRAF AT AE ML

Bl EFE -

As at
JiS
30 June 31 December
2023 2022
—_Eg2-= —E-—
NA=+H t-A=1+—H
RMB’000 RMB’000
AR¥T ARET T
Current assets REBEE
Notes receivable measured at FVOCI AT ETAEMERE RaE
ENEWREE 850,121 654,942

On endorsing these notes receivables, there is no any
related balance within the FVOCI reserve that needs 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.

As at 30 June 2023, the prepayments for non-current
assets amounting to RMB 365,781,000 (31 December
2022: RMB150,398,000) were payments for purchase of
property, plant and equipment.

—17 -
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BRAFEFARMBGEA WSO ME
TREEOAARKEE-

MR-ZE-=ZFXA=1H " FEnd
BEMTENFIE AR 365,781,000
T(ZEZ=ZF+=ZA=+—H8:
AR #150,398,0007T) A E ¥
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12. CASH AND CASH EQUIVALENTS AND

RRERREEEYRZRE

RESTRICTED BANK BALANCES IRITHER
As at
i
30 June 31 December
2023 2022
—EZ=F g
AA=+H +t=—A=+—A
RMB’000 RMB’000
AR®BT T ARBFT
Cash and cash equivalents BeMREEEY
- Cash on hand —FHERE 884 2,964
— Cash in bank —iR1TIR S 6,898,766 7,005,152
6,899,650 7,008,116
Restricted bank balances ZPRHIERTT 45 84
— Term deposits over 3 months and — B = AER—FA
within one year (a) E BATF K (a) 491,000 631,371
- Restricted bank deposits (b) —XBREIRITEK (D) 42,500 -
533,500 631,371
Total cash and bank balances Re MIRITEBRRE 7,433,150 7,639,487
(@ As at 30 June 2023, amounts of RMB490,000,000 of the @ RZZE_=ZFNA=+H HBE=
term deposits over 3 months and within one year was FRAER—FANERFTRARE
pledged as security for bank borrowings of the Group. 490,000,000 7T B K #f & A & E iR
TIEENERR -
As at 31 December 2022, term deposits over 3 R-FE-——*#+—-_HA=+—H 1
months and within one year comprised of (i) amounts B=ERAER—FANTEHTFRE
of RMB590,000,000 was pledged as security for bank 1 () A R # 590,000,000 2 #E # &
borrowings of the Group; (i) amounts of RMB28,500,000 AEEBRITEENERR: AR
was pledged as security for issuing notes payable of the # 28,500,000 7T B K # /5 7N & & 5%
Group; and (i) amounts of RMB12,871,000 was pledged TENERNERG  Rii) AR
as security for issuing letter of guarantee. 12,871,000 C E | A H B ER K
R o
(b) As at 30 June 2023, restricted bank deposits comprised b)) RZZEZ=FA=+H ZRHl

of (i) amounts of RMB30,000,000 (31 December 2022: nil)
was pledged as security for bank borrowings of the Group
and (i) amounts of RMB12,500,000 (31 December 2022:
nil) was pledged as security for issuing notes payable of the
Group.

— 18 =
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13. BORROWINGS

13. & &

As at
IS
30 June 31 December
2023 2022
—E-= —EFE-=
ANA=+H +t—A=+—H
RMB’000 RMB’000
ARETx ARETIT
Non-current FERE
- Bank borrowings, unsecured —iRITIEE (EEHR) 948,000 584,500
Current TE
— Bank borrowings, secured —IRITIEE (FKH) 880,000 880,000
- Bank borrowings, unsecured —HRITEE (EIE) 4,085,368 4,488,575
4,965,368 5,368,575
Total Borrowings BEEHEE 5,913,368 5,953,075

The carrying amount and fair value of non-current borrowings

are as follows:

FRBEENREENRAFEDNT

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

30 June 31 December 30 June 31 December
2023 2022 2023 2022
—EB-=H “E-F —EB-c=HE —E-CF
AAEtTHE tZA=t—H ARAEZ+HR tZA=1—H
RMB’000 RMB’000 RMB’000 RMB’000
ARBTR ARETT AR®TR AREFT
Bank borrowings, unsecured  SRTTE & (FEIKIR) 948,000 584,500 926,711 584,466
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Movements in borrowings were analysed as follows:

BEBBHATMT

RMB’000
AREF T

Six months ended 30 June 2022 BE-E-_—_FXA=+HLAEA
Opening amount as at 1 January 2022 RZE-_—F—-—A—BNHYE5 4,227,044
New borrowings EEE 4,646,648
Repayments of bank borrowings EERITIEE (1,368,819)
Amortisation of transaction cost RGP AN 10,141
Exchange differences PE W Z=%8 147,530
Closing amount as at 30 June 2022 R-ZE-ZZEXA=1+HNHRSE 7,662,544
Six months ended 30 June 2023 BE-E-_=FXA=+HLAEAR
Opening amount as at 1 January 2023 RZE-_=F—A—BHNH£5E 5,953,075
New borrowings s 4,769,368
Repayments of bank borrowings EERITEE (4,809,075)
Closing amount as at 30 June 2023 REZB-ZZEXNA=1+HHNHRLE 5,913,368

Interest expenses on borrowings for the Period were
RMB93,614,000 (Corresponding Period: RMB91,379,000).

(a) Loan covenants

The Group’s certain bank borrowings are subject to the
fulfilment of covenants relating to certain debt servicing
financial indicators. The Group regularly monitors its
compliance with these covenants. As at 30 June 2023 and
31 December 2022, none of these covenants had been

breached.

(a) EFmRHE

HREER SRS A AR3,614,000
TT(EFRE : ARM91,379,0007T) °

REENE TRITERAETERS
TFEEVBIESZEBNRZOER -
AEETFTHERLETZERZON
BR-RZTZ NAZTHEEK
B fF+= +—H K&
B EERZE BREK
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14. TRADE, OTHER PAYABLES AND 14. BHEZRM - HtENARIE
ACCRUALS LKESGTEA
As at
his
30 June 31 December
2023 2022
—E-= g
ANA=+H +tZA=+—H
RMB’000 RMB’000
AR® TR ARETF T
Trade payables (a) JEE S8R5 (a) 1,134,502 1,374,599
Payables for property, plant and Wz - BRERFREENRIA
equipment 631,873 585,354
Salaries, wages and staff welfares EREHES TERBIGEA
payables 442,102 426,451
Notes payable R RE 62,500 90,000
Interest payables FERTFIE 6,803 7,523
Other payables and accruals Hih I IERERE A 631,359 556,923
2,909,139 3,040,850
Less: non-current portion W EREHS
Other payables (b) H b & < 5UE (b) (58,450) (73,618)
2,850,689 2,967,232

(@ The ageing analysis of the trade payables was as follows:

(@ ENEIERFTNKREDSFTAT

As at
i
30 June 31 December
2023 2022
—EBC-=fF g

AA=+H +tZA=+—H

RMB’000 RMB’000

AR®BT T ARBFT

Within 3 months =EAN 967,849 1,241,157

3 to 6 months =ZREHA 51,535 53,903

6 to 12 months e+ @A 23,970 19,354

1to 2 years —EWF 61,806 35,909

Over 2 years R 29,342 24,276

1,134,502 1,374,599
(b) The non-current portion of other payables is a borrowing (b) EMENFIEMNERESITSZKE
from certain third parties, which is repayable in 3 years ETE=ZFEF BREEBER

from the balance sheet date. The interest rate on such

B3FNEE

o Bk H & A5 R IR

other payables during the Period was 5.25% per annum
(Corresponding Period: 5.25% per annum).
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15.

16.

17.

DIVIDENDS

On 30 March 2023, the Board proposed a final dividend
in respect of the year ended 31 December 2022 of
HKD735,422,000 (equivalent to RMB643,789,000), representing
HKD29.0 cents (equivalent to RMB25.4 cents) per share
and a special final dividend of HKD103,974,000 (equivalent
to RMB91,018,000) representing HK4.1 cents (equivalent to
RMB3.6 cents) per share. The final dividend paid in June 2023
amounted to HKD839,396,000 (equivalent to RMB748,943,000).
The difference between proposed and paid final dividends was
due to the impact of exchange rate fluctuation.

At a meeting held on 30 August 2023, the Board proposed
an interim dividend of HKD583,392,000 (equivalent to
RMB534,953,000) (Corresponding Period: HKD811,265,000
(equivalent to RMB708,105,000)), representing HK23.0 cents
(equivalent to RMB21.0 cents) (Corresponding Period: HK32.0
cents (equivalent to RMB27.9 cents)) per share.

At a meeting held on 30 August 2022, in addition to the interim
dividend, the Board proposed 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 interim dividend has not been recognised as a dividend
payable in this interim financial information, but will be
recognised as an appropriation from the retained earnings for
the year ending 31 December 2023.

CONTINGENT LIABILITIES

As at 30 June 2023, the Group had no material contingent
liabilities.

EVENTS OCCURRING AFTER THE
BALANCE SHEET DATE

On 7 July 2023, Full Health (Hong Kong) Limited, a wholly-
owned subsidiary of the Company entered into agreement
with an independent third party for the disposal of 100% share
holdings of Jiangsu Shenhua Pharmaceutical Co., Ltd. and its
subsidiaries at a cash consideration of RMB346,900,000. The
disposal was completed on 19 July 2023.

—-22 -

15.

16.

17.

A

NZE_=F=A=1H EFeE:
MEBEE—_T-_—_F+-_A=+—HLHF
€ R f~F 7R #A R% 8. 735,422,000 7% 7T (FHE
B AR #643,789,0007T) * BN & % 29.0
B GEERARE2549) A REERIR
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HRE R EE T ERER LS T E
FTEL -

R-ZE-=E \A=1+HZBBENEE -
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7T (FBE M AR ¥ 534,953,0007T) (E4F
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MANAGEMENT REVIEW
EEEORE

Market Overview
Economic Environment

In the Period, the economy in China rebounded due to the end of the
CQVID-19 restrictions. According to the National Bureau of Statistics
of China, China recorded GDP growth of 4.5% in the first quarter of
2023 and 6.3% in the second quarter of 2023 respectively, or 5.5%
in the six-month period. However, the GDP growth was lower than
expected. According to the International Monetary Fund forecast,
China’s GDP is expected to grow at 5.2% for 20283.

Major Raw Materials

According to the data of Sublime China Information (£ &1& &), corn
price fluctuated between the price range of RMB2,636 to RMB2,816
per tonne (including VAT). Corn supply and demand in China were
approximately 188 million tonnes and 116 million tonnes respectively
in the Period.

The PRC government has made the efforts to secure stable supply of
coal. China has also increased coal import from overseas. According
to the data of China National Coal Association (FF B & & T % 13
&), coal supply in China increased by 4.4% to approximately 2.3
billion tonnes and coal import increased by 93% to approximately
222 million tonnes in the Period, as compared to the Corresponding
Period.

Major Products

MSG price maintained at a high level in the first quarter of 2023
due to strong demand. According to the data of Sublime China
Information, MSG supply and demand were approximately 620,000
tonnes and 630,000 tonnes respectively, with ASP of approximately
RMB9,435 per tonne (including VAT) in the first quarter of 2023 in
China. However, MSG price dropped in the second quarter of 2023
due to increased supply of MSG and weak demand. MSG supply
and demand were approximately 654,000 tonnes and 587,000
tonnes respectively in the second quarter of 2023. ASP of MSG was
approximately RMB8,667 per tonne (including VAT) as at 30 June
2023.

Xanthan gum is classified into food grade and industrial grade, of
which the industrial grade is mainly applied for oil extraction. Due to
the strong demand from overseas, particularly from the oil extraction
sector, xanthan gum recorded strong growth in export sales and
price.
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For the animal nutrition products, threonine and lysine were in
challenging conditions due to the oversupply situation. However, ASP
of threonine and lysine increased in the second quarter of 2023 due
to the production inspection and maintenance of some suppliers,
which limited the supply in the market.

Business and Financial Review
Overall Performance

The table below illustrates the growth of the Group’s revenue:

RMB (Milion)
AR (B&7T)
28,000 7

24,000 —

20,000 —

16,171 16.691
16,000 —

18,765

12,000 —

7,704 8,169

|

8,000 —
6,610
4,000 —

gl |

21,640

9,521

HRBMERER HFARLBEAREAHRE
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TECCZFE_FEHIAKRNMHEIERNTH
SEAMLETR

e Y g dE)-

BERER
TEHRBAEEHBARE

27,475

13,
12,931 3,580

2018 2019 2020

Bl Halfyear 5

The Group’s revenue increased by 5.0% to approximately
RMB13,580.1 million in the Period, as compared to the
Corresponding Period, primarily due to increased revenue contribution
from the business segments of food additives, colloid and high-end
amino acid.

The Group’s overall gross profit decreased by 17.4% to approximately
RMB2,956.8 million in the Period, as compared to the Corresponding
Period, primarily due to the decreases in the gross profit of food
additives and animal nutrition segments.

Facing the challenging market situation, the Group maintained the
growth momentum by increasing the sales volume in major products,
despite the lower ASP.

The average price of corn kernels, the key material cost, in the Period
was approximately RMB2,397 per tonne, which maintained a stable
price trend as compared to the second half of 2022 (increased by
1.6% as compared to 2H 2022). It increased by 6.0% as compared
to the Corresponding Period.
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Profit attributable to the Shareholders decreased by 24.1% to B REREMEENREFRERD24.1%
approximately RMB1,537.9 million in the Period, as compared to the Z=#ANRE1,537,900,000 7T °
Corresponding Period.

Analysis of Five Product Segments TEERD WD
The Group’s products are organised into five product segments: AEENERSBEARBERD S -
Segment Main products of the segment WAk PHENEEER
Food additives MSG R a7 pn gl N
Animal nutrition Threonine, lysine, corn refined products ENE7IReoE=; Bak - Bar -
FORIRIRE M
High-end amino acid Tryptophan, Valine, leucine, isoleucine, SRRk ealk  Sak - =ak-
glutamine, hyaluronic acid BEnalk  ARERR
FERRE B
Colloid Xanthan gum B H5RE
Others Fertilisers EHAh lay =
Detailed sales and gross profit analysis by segment for the Period and EAHENHEBAAREFRBFMABEENRE
Corresponding Period: Mo
For the six months ended 30 June 2023 BE-ZE-_=FXA=1+HLXHEA
Food Animal High-end
additives nutrition  amino acid Colloid Others Total
RERAME BYEE BEIEER B Hith @t

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTRT ARBTR ARBTR AR®TR AR®TR AR%®TR

Revenue WA 6,558,505 4,090,697 827,369 1,632,283 471,239 13,580,093
Gross profit E7 971,795 594,537 298,819 997,417 94,192 2,956,760
Gross profit margin ER= 14.8% 14.5% 36.1% 61.1% 20.0% 21.8%
For the six months ended 30 June 2022 BE-E-—_xXA=+HLXHEA
Food Animal High-end
additives nutrition amino acid Colloid Others Total
RER A gMeEE SEIEER B Hit @at

RVB'O00 ~ RMB'000  RMB'000 ~ RMB'000 ~ RMB'000  RMB'000
ARBTRE ARBTT ARETR ARBTT ARETR ARETRL

Revenue WA 6,065,473 4,754,189 534,843 940,228 636,064 12,930,797
Gross profit 7 1,270,156 1,397,838 213,178 475,305 224,143 3,580,620
Gross profit margin ER = 20.9% 29.4% 39.9% 50.6% 35.2% 27.7%
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Food additives segment

Revenue of food additives segment increased by 8.1% to
approximately RMB6,558.5 million in the Period, as compared
to the Corresponding Period, mainly due to stable revenue
contribution from MSG and increased revenue contribution from
starch sweeteners. Revenue of starch sweeteners increased due
to higher demand in the Period.

Gross profit of food additives segment decreased by 23.5% to
approximately RMB971.8 million in the Period, as compared to
the Corresponding Period, mainly due to decreased gross profit
contribution from MSG. Gross profit margin of food additives
segment was 14.8% in the Period, representing a decrease
of 6.1 percentage points, as compared to the Corresponding
Period.

Key products:

MSG: Revenue of MSG was relatively stable and was
approximately RMB4,996.0 million in the Period. The ASP of
MSG was approximately RMB8,168 per tonne in the Period,
representing a decrease of approximately 3.6% as compared
to the Corresponding Period. The sales volume of MSG was
approximately 611,681 tonnes in the Period, representing
an increase of approximately 3.6%, as compared to the
Corresponding Period. Demand recovery of MSG in the Period
was lower than expected. Although ASP of MSG dropped, we
still managed to increase our market share in the Period. We
sold 611,681 tonnes of MSG in the Period, which accounted for
approximately 50% of the market share referring to the data of
Sublime China Information (total demand of 1,217,000 tonnes in
1H 2023).

Animal nutrition segment

Revenue of animal nutrition segment dropped by 14.0% to
approximately RMB4,090.7 million in the Period, as compared
to the Corresponding Period. In the Corresponding Period,
overseas customers purchased a lot of animal nutrition products
due to the supply chain disruption caused by COVID-19, which
caused significant increases of ASP of threonine and lysine in the
Corresponding Period. However, the ASP of threonine and lysine
dropped in the second half of 2022 due to the ease of supply
chain disruption. The animal nutrition market was in oversupply
situation due to the increase of capacity of the competitors in
the Period.

Gross profit of animal nutrition segment decreased by 57.5% to
approximately RMB594.5 million in the Period, as compared to
the Corresponding Period, mainly due to decreased gross profit
contribution from threonine and lysine. Gross profit margin of
animal nutrition segment was 14.5% in the Period, representing
a decrease of 14.9 percentage points, as compared to the
Corresponding Period.
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Key products:

Threonine: Revenue of threonine dropped by 36.0% to
approximately RMB884.6 million in the Period, as compared
to the Corresponding Period, primarily due to the decreased
ASP and sales volume of threonine. The ASP of threonine was
approximately RMB8,424 per tonne in the Period, representing a
decrease of 20.2%, as compared to the Corresponding Period.
Sales volume of threonine was approximately 105,012 tonnes in
the Period, representing a decrease of 19.8%, as compared to
the Corresponding Period.

Lysine: Revenue of lysine dropped by 11.2% to approximately
RMB907.6 million in the Period, as compared to the
Corresponding Period. The sales volume was approximately
153,311 tonnes in the Period, representing an increase of
approximately 16.5% as compared to the Corresponding
Period.

High-end amino acid segment

Revenue of high-end amino acid segment increased by 54.7%
to approximately RMB827.4 million in the Period, as compared
to the Corresponding Period, mainly due to increased sales
volume of high-end amino acid products.

Gross profit of high-end amino acid segment increased by
40.2% to approximately RMB298.8 million in the Period, as
compared to the Corresponding Period. Gross profit margin
of high-end amino acid segment was 36.1% in the Period,
representing a decrease of 3.8 percentage points, as compared
to the Corresponding Period.

We continued our effort to improve the client portfolio and
increased the market share of key products, despite the lower
ASP and gross profit margin. We also launched new high-end
amino acid products in the Period, such as citrulline, arginine,
shikimic acid and phenylalanine.

Colloid segment

Revenue of colloid segment increased by 73.6% to
approximately RMB1,632.3 million in the Period, as compared
to the Corresponding Period, mainly due to increased revenue
of xanthan gum as the recovery of oil demand boosted the sales
volume and ASP of xanthan gum. The ASP of xanthan gum was
approximately RMB40,864 per tonne in the Period, representing
an increase of 44.2%, as compared to the Corresponding
Period. We provided tailor-made solutions for our industrial
clients with stable demand.
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Gross profit of colloid segment increased by 109.8% to
approximately RMB997.4 million in the Period, as compared to
the Corresponding Period, mainly due to increased gross profit
contribution from xanthan gum. Gross profit margin of colloid
segment was 61.1% in the Period, representing an increase of
10.5 percentage points, as compared to the Corresponding
Period.

Others

Revenue of other products dropped by 25.9% to approximately
RMB471.2 million in the Period, as compared to the
Corresponding Period, mainly due to decreased revenue of
fertilisers.

Gross profit of other products dropped by 58.0% to
approximately RMB94.2 million in the Period, as compared to
the Corresponding Period, mainly due to decreased gross profit
of fertilisers. Gross profit margin of other products was 20.0% in
the Period, representing a decrease of 15.2 percentage points,
as compared to the Corresponding Period.

Analysis of Key Production Costs

Production costs
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Six months ended 30 June
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2023 2022 Change
—EB-=HF - F 2
% of total % of total
production production
costs costs
RMB’000 14 #84 E A RMB'000 fh4B4EEMA
ARB TR MESE ARETT SORERsNsd %
Major raw materials FERMB
e Cornkemels o FORFER 6,194,431 57.9 5,640,421 55.5 9.8
Energy BER
o Coal o ik 1,889,907 17.6 1,638,971 16.1 15.3
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Corn kernels

In the Period, corn kernels accounted for approximately 57.9%
(Corresponding Period: 55.5%) of the total cost of production. The
average price of corn kernels, the key material cost, in the Period was
approximately RMB2,397 per tonne, which maintained a stable price
trend as compared to the second half of 2022 (increased by 1.6%
as compared to 2H 2022). It increased by 6.0% as compared to the
Corresponding Period.

The total cost of corn kernels increased by 9.8% in the Period, due to
the increases in the volume of corn consumption and corn price, as
compared to the Corresponding Period.

The following chart shows the price trend of corn kernels from the
first half of 2020 to the Period:
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Price Trend of Corn Kernels

ERBERERES

RMB/Tonne
AR/ 1

2,287
2,200 —
1,900 —
1,581

1,600 —

1,300 —

1,000

2,262

2,359 2,397

1H2020  2H2020 1H2021 2H2021
—E-TF —F-FF —T-—F —T-_—F

E¥E THE  L¥E FEE

Energy cost

The coal cost is the main energy cost. Coal accounted for
approximately 17.6% (Corresponding Period: 16.1%) of the total cost
of production in the Period. The average unit cost of coal in the Period
was approximately RMB421 per tonne, representing an increase of
3.2%, as compared to the Corresponding Period.

The Group’s major production bases have our own power plants with
access to the low cost coal in the regions by purchasing directly from
the local 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 capacity of each of the major
products by product categories were as follows:

£E
RERBREIDHNBEERZEMMNFRTERR
LN

Annual production capacity

as at period end date

BEHRANEER
2023 2022 Change
Product Em —E-= i bk )
Tonnes Tonnes %
g 73 %
Food additives BRAME
MSG IR 15 1,330,000 1,330,000 -
Starch sweeteners RS B R 7 720,000 720,000 -
Animal nutrition BYEE
Threonine A 243,000 243,000 -
Lysine A 280,000 200,000 40.0%
Colloid B
Xanthan gum =RE 80,000 65,000 23.1%
Analysis of Capacity Usage of Major Products FTEERMERERDM

Business strategy of production remained unchanged and the
Group set production volume according to market demand. During
the Period, the capacity utilisation rate of MSG remained stable,
which was around 96%. The capacity utilisation rate of threonine
was around 74% in the Period, mainly due to the oversupply in the
market. Lysine reached full capacity in the Period. Xanthan gum, as
classified in the Colloid segment, also benefited from the recovery of
market demand and reached full capacity in the Period.

Other Financial Information
Other income

In the Period, other income amounted to approximately RMB107.1
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 amounted to approximately RMB211.7 million
(Corresponding Period: RMB306.2 million).

Selling and marketing expenses

Selling and marketing expenses slightly increased by approximately
RMB17.7 million, or 2.0%, in the Period.
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Administrative expenses

Administrative expenses increased by approximately RMB73.8 million,
or 15.3%, 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 RMB135.0 million, representing an
increase of 510.6%. This was mainly due to higher USD deposit rate
in the Period than that of the Correspond Period.

Finance costs

Finance costs mainly represent the interest expenses and foreign
exchange loss. The decrease in finance costs was mainly due to
the USD syndicated bank loan was fully repaid in the second half of
2022, which resulted in a decrease of RMB148.7 million, or 91.3% in
the exchange losses on financing activities.

Depreciation

Depreciation expense of the Group was approximately RMB569.9
million in the Period, representing a decrease of RMB9.5 million, or
1.6%, as compared to the Corresponding Period.

Income tax expense

Please refer to the note 9.

Dividend

The Board has resolved to pay an interim dividend of HK23.0 cents
per Share for the Period, payable on or before 13 October 2023 to
the Shareholders whose names appear on the register of members of
the Company on 22 September 2023.

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 the USD term
and revolving loan facilities up to USD400 million with a term of 36
months from initial funding was 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 was mainly to refinance the
USD bonds and part of the 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. We repaid the revolving portion of the syndicated
bank loan amount of USD160 million on 29 July 2022. The balance of
the syndicated bank loan amount of USD240 million was also repaid
on 31 October 2022.

—-31 =

THEX

TTEF SZ R BRI 10 49 A R ¥ 73,800,000 7T
15.3% cZIENMEBRRHERIREER
MFEZEM -

B R IR A
FHWMAETERFETERNOFBUA - R
THEREBITESNFINBERALNEARE
135,000,000 7T * ¥ HN1510.6% ° Ltk ZHAHA
NHETLEARFESREFRL -

B R AR AR

R AEEERN BRI RINEESIE - B
MR T EEHRNETHEREERERZ
TFETHEFRYERE BHREEHER
B8R > A R #5148,700,000 7T 8% 91.3% ©

e
AEEBMNTERIRBRYOAARE
569,900,000 - REFRHB D ARKE
9,500,000 7T * 8% 1.6% °

Fr&HR
E2HMEY -

BRE

BN EFYEFRENMNTHRESR23.0
B R-FE—_ZF+A+=ZHHZA I
FR-_E-_=FNA-_+-BRIKQATK
RAMAIRE -

IREER
R-ZZE-_—F=ZANB AQF (EAER
N EREEZETWBAR EAERA) BET
FERTWERERNILERBR &
I 7K X 7] # #% & = 400,000,000 3 JT &) & 7T
THREEZRME BVnBEERAEH36
& A R = E N EF1.80%H 1R F 2 X i
ICE Benchmark Administration Limited 72 48 4
HRERETEREENBIBITRERE
BN - BEFMEMEERHARAELESF
NREDRITERETERE - RIEAEE®
— R 1% % - R B B 5%400,000,000 % T
ER-_E-_—FNA-_+WEREEHHE - &K
PR BE-_—_F+A-t+hBEEREE
I 1E & & 9 160,000,000 £ Tt © iR @ & 2 4
#:240,000,000E T ER=ZZE==F+ A
=—+—HEE-



Except for the above, the Group had no other committed banking
facilities as at 30 June 2023. 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.

Liquidity and Financial Resources

Liquidity

The Group met the working capital requirements by cash generated
from operations and bank borrowings during the Period. The Group
had a net cash inflow of approximately RMB1,332.0 million from
operating activities (Corresponding Period: RMB1,149.7 million).
Taking into account the cash balances together with short term
bank borrowings facilities available, the Group was financially sound
throughout the Period.

Net unrestricted cash after short term bank borrowings were
approximately RMB1,934.3 million (31 December 2022: RMB1,639.5
million).

As at 30 June 2023, the Group’s net current assets were
approximately RMB6,950.7 million (31 December 2022: RMB6,464.5
million) and current ratio (current assets divided by current liabilities)
was 1.79 times (31 December 2022: 1.69 times).

Cash and Bank Balances

As at 30 June 2023, the Group had total cash and bank balances
amounting to approximately RMB7,433.2 million (31 December 2022:
RMB7,639.5 million) which were mainly denominated in RMB and
USD.

Bank Borrowings

As at 30 June 2023, the Group had total bank borrowings of
approximately RMB5,913.4 million (31 December 2022: RMB5,953.1
million). Bank borrowings include short term and long term bank
borrowings bearing both fixed and floating interest rates. Of the total
bank borrowings, approximately RMB4,965.4 million (31 December
2022: RMB5,368.6 million) were short term bank borrowings and
approximately RMB948.0 million (31 December 2022: RMB584.5
million) were long term bank borrowings. The Group’s bank
borrowings were denominated in RMB at period end date.
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Gearing ratio

As at 30 June 2023, the total assets of the Group amounted
to approximately RMB26,888.1 million (31 December 2022:
RMB26,388.6 million) whereas the total debts amounted to
RMB5,971.8 million (31 December 2022: RMB6,026.7 million). The
gearing ratio was approximately 22.2% (31 December 2022: 22.8%)
which was calculated based on the Group’s total debts over total
assets. Total debts include current and non-current bank borrowings
and non-current borrowings from third parties as at 30 June 2022
and 31 December 2022.

Foreign exchange exposure

Foreign currencies of the Group are received from the export
sales and bank borrowings. Such proceeds are subject to foreign
exchange risk before receiving and converting them into RMB. The
foreign currencies received from export sales are converted into RMB
depending on needs and market conditions.

During the Period, the Group recorded a net foreign exchange gains/
(losses) as follow:
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Foreign exchange gains/(losses): SNEUR RS, (38R
— From operating activities classified under — RE&Z/EE) D AAHEAM
other gains/(losses) (a) e, (1B%K) @ 211,677 306,215
— From financing activities classified under — REREEE) DB ATEEA (D)
finance costs (b) (14,135) (162,800)
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instruments (c) - 68,963
Net foreign exchange gains/(losses) HNE MRS, (38 2K) 7F58 197,542 212,378

a. During the Period, the Group recorded a net foreign exchange
gains from operating activities amounted to approximately
RMB211.7 million (Corresponding Period: RMB306.2 million).
The decrease in the gains from operating activities was mainly
due to the appreciation of USD to RMB was lower in the Period
than that of the Corresponding Period.

b. The USD syndicated bank loan was fully repaid in the second

half of 2022, which resulted in a decrease of RMB148.7 million,
or 91.3% in the exchange losses on financing activities.
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c. The derivative financial instruments were settled in the second
half of 2022, which resulted in a decrease of RMB69.0 million in
the investment gain on derivative financial instruments.

Contingent Liabilities

As at 30 June 2023, the Group had no material contingent liabilities.

Charges on assets

As at 30 June 2023, RMB490.0 million of term deposits (31
December 2022: RMB590.0 million) were pledged to certain banks
to secure bank borrowings of RMB790.0 million (31 December 2022:
RMB880.0 million) of the Group.

As at 30 June 2023, no term deposits were pledged as security for
issuing notes payable (31 December 2022: RMB28.5 million) and
security for issuing letter of guarantee (31 December 2022: RMB12.9
million) of the Group.

As at 30 June 2023, restricted bank deposits comprised of (i)
amounts of RMB30.0 million (31 December 2022: nil) were pledged
as security for bank borrowings of RMB100.0 million (31 December
2022: nil) of the Group and (i) amounts of RMB12.5 million (31
December 2022: nil) were pledged as security for issuing notes
payable of the Group.

Significant investment held

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

1.

We will continue the “Dual High-quality Objectives” as
our strategic mission for 2023, including (1) high-quality
internationalisation by accelerating the establishment of a more
complete international production and sales network; and (2)
high-quality operation of the existing production capacity to
maintain and consolidate our leading position in the domestic
market so that we will advance our business expansion and
become a global industrial powerhouse.

Progress: We are planning to expand MSG capacity in China
in order to fully utilize our advantage in the chemical cost and
further strengthening our market leadership. We are also doing
the feasibility studies in the U.S. and Europe for the construction
of production bases.

We will continue to improve our production technology in order
to reduce the unit production cost.

Progress: It'’s in continuous enhancement.

We will adjust our regional marketing strategy and establish three
regional marketing centers in America, Europe and Southeast
Asia to serve our overseas customers directly.

Progress: We have launched the three regional marketing
centers in the U.S., Netherlands and Vietnam.

We will improve the logistics system, further optimise the
logistics process and reduce the logistics cost.

Progress: It'’s in continuous enhancement.

We are revamping the plant acquired in 2020 to produce
chemicals used in our products to reduce production costs.
We will also consider increasing the production capacity of key
products to reinforce our market position.

Progress: It is expected that the chemical plant will start the
production in Q4 2023. In order to fully utilise the advantage of
our chemical cost, we will add 400,000 tonnes of MSG capacity
in our Hulunbeier Base. It is expected the new MSG capacity
can be launched in Q4 2023.

Despite the delay in the construction of the U.S. project, we are
continuing our internationalisation plan by conducting feasibility

studies to establish a production base in another location.

Progress: We are doing the feasibility studies in the U.S. and
Europe for the construction of production bases.
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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 2023, the Group had approximately 16,500
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, 20 September 2023 to Friday, 22 September 2023
(both dates inclusive), during which period no transfer of Shares will
be registered. In order to qualify for the 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 19 September
2023.

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:

All Directors attended the annual general meeting of the Company
held on 27 May 2023, except Li Guangyu, an Executive Director
due to other job engagement. 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.

—36 —

MEARRBEQRANERNKRBIHE

AREER AL EETEA M E QR S
NAEIMERYBRHESIE -

(3=

RZEZ=ZF"A=+H XxEEEAH
16,500 % € & - B B #H MR IE+ B A BB R
X - AKREZRERERIMNEEFH ML
Ao HMERBERENERERE KERR K
EEEME -

EERERMBFEFERLRTFE
ARRIBER_E-_=ZFNA=-TH(EHD)
2 E-_—FAA-F+-_HEHR) (B2EE
EMB)EEHEROBEPELFE  HHEE
TERERHBFERL - BHEERERS
HRE FERNBPXHEREERES
BER-_ZE-_=FNLATNLETFEE=1
DR RERAARNEBEROHDBAFLPEZELEDE
PEBLFELARAR W ABRBERE
165 ER SR OATIE

hEER
BOR-_ZEZLF_ANBEBRAERLE
M EBEERRARAMEEERER UL
B8 5T A BT aUA IR Bl Ko <7 AR SR B2
ARRNBA—BEETEEERTR - HET
SIFTELE BRI -

GBS TESZETAT HAM TEZHEN
EREZECHEARRAR_ZE-_=ZFHA
“HtEtHBETHRRAFTAT - FRATHL
FELhEG2HEEGRFEMBNEZES S
HOrREEMNHE EENE TRES
RERHBINESSRFEENBENEES -
EENERNILFEARBANBRERS 4
R E R FIEOEREE -

ARRIBEAFZBECEHAKER AR K
REZTREASHFH®RE -



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 2023
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

ASP
FHEE

Audit Committee

BT REE

Board

=9

BVI
ERBELHS

CG Code
EERTA

Company
ViN/NE]

Corresponding Period

EFRHB

Director(s)

s

FVOCI
BATFEFARMES WS

Group
REHE

HKAS
BABGRTER

HKFRS
BB B E %A

HKICPA
BAGIEMAE

Hong Kong
ES

Listing Rules
R Al

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

AEEEMRNFIIEE

audit committee of the Board
EE=ZeFTEEY

the board of Directors

Exg

The British Virgin Islands
REBRAHS

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

ERAIM SR+ IR N RRERER TR

Fufeng Group Limited
BEEEEBRAA

six months ended 30 June 2022
HE-_Z2-_—_F#A=+H1EA

the director(s) of the Company

ARAES

fair value through other comprehensive income
ZATER AHEMARS W

the Company and its subsidiaries
PN NN /NC]

Hong Kong Accounting Standard issued by HKICPA
BEEGHMAGRMANT B GEL

Hong Kong Financial Reporting Standards issued by HKICPA
BRGNS RMNE BN KRS LR

Hong Kong Institute of Certified Public Accountants
EAGRAE

the Hong Kong Special Administrative Region of the PRC
PEEBRRITTHE

the Rules Governing the Listing of Securities on the Stock Exchange

B P& s AR R
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Model Code

EELL]

MSG

KI5

Period
B

FE

Share(s)
f& 10

Shareholder(s)
& ER

Stock Exchange
B 22 P

u.s.
ENEl

HKD
AT
RVB
ARE

USD
eV

%
%

Model Code for Securities Transactions by Directors of Listed Issuers as set out in
Appendix 10 of the Listing Rules
FHRBIEPAE FTREITAEFETESF X HHRESTE

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
AEBEM - REME  RERKELERERAKRE SR E NS Sk EE

Six months ended 30 June 2023
@ E /N\ )E] + El JJ:/ \i H

the People’s Republic of China, which for the purpose of this announcement exclude
Hong Kong, the Macau Special Administrative Region of the PRC and Taiwan
REARLANE  RAREMS - FOEES - FERFIERITRER S

share(s) in the share capital of the Company

AR B PRA A B

holder(s) of the Share(s)
L SRESZEPN

the Stock Exchange of Hong Kong Limited
EBBERGABRA A

the United States of America
EFER G RE

Hong Kong dollars, the lawful currency of Hong Kong
EREEEBHET

Renminbi, the lawful currency of the PRC
PEDEEEBARE

United States dollars, the lawful currency of the U.S.

XBEAEERET

per cent
AT
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