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A Track Record
of Success

Large Production
Capacity

Solid Business
Capabilities

Strong
Customer Base

Established in 1988 and listed on
the Main Board of the Singapore
Exchange Securities Trading
Limited in February 2006,
Luzhou Bio-chem Technology
Limited (“Luzhou”) is a leading
corn refiner and one of the
largest producers of maltose-
related products and other corn
sweeteners in the People’s
Republic of China (“PRC").

Luzhou has strategically
increased its production capacity
by 37% since 2006, and currently
maintains a total production
capacity of 890,000 tonnes per
annum through five production
facilities in the PRC. These
include facilities in Yishui,
Shandong Province, Fushun,
Liaoning Province, Xingping,
Shaanxi Province, Xiping, Henan
Province and Pengshan, Sichuan
Province. These facilities operate
with their own water resources
and several also have their own
power generating capabilities.
All of them straddle key corn
producing provinces in the PRC
to ensure easy access to ample
and competitively priced raw
materials. Luzhou has also
expanded its range of higher
value-added products to include
sugar alcohol and high fructose
corn syrup 55.

Luzhou’s competitive edge lies
in its capable management,
its strong research and product
development capabilities,
strong corporate branding and,
most importantly, good quality
corn products. These products
are used by its domestic and
overseas customers as additives
or ingredients in the manufacture
of their own products.

Luzhou serves a diverse
customer base across multiple
industries, among them
customers in the food and
beverage, fermentation, medical
and pharmaceutical sectors.
Through higher production
capacity and plant utilisation,
it is able to assure its customers
of reliable and cost effective
solutions. Some of its customers
include Tsingtao Brewery Co.,
Ltd (B BB BERHERAF),
Henan Lian Hua Weijing Co., Ltd
CAmEERBERMBER2Q
7]), Coca-Cola China (AT O AT
RHE/AT]), Pepsi-Cola China
(BEEATRHERAF) and
China Resources Snow Breweries
Co., Ltd. (S TEEE (FE)
BRAF).
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UTILISING
THE RIGHT
CHEMISTRY

Our competitive edge comes from
achieving the right balance and chemistry
between our expertise in management,

strong research and product development,
dynamic corporate branding and our
superior corn products.
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STAYING AHEAD BY INNOVATING AND TAKING
ADVANTAGE OF OPPORTUNITIES

%

Executive Chalirman
and Chief Executive Officer

Dear Shareholders,

On behalf of the Board of Directors of Luzhou
Bio-Chem Technology Limited (“Luzhou” or
the “Group”), | present the Group report and
financials for the year ended 31 December
2016 (FY2016), and some observations of
the business conditions.

CHALLENGES AND OPPORTUNITIES

The market landscape is constantly
shifting and throwing up numerous
challenges. We must be able to recognise
the opportunities within these situations
and make the most of them. To that end,
we must never rest on our laurels, but
embrace a spirit of continued innovation
and strive to keep growing and improving.

Shandong Relocation, Technological
Improvements to Production

2016 was a landmark year for Luzhou
as we saw a number of milestones
and developments. We completed the
relocation of our headquarters in Shandong
to new premises in the Economic
Development Zone within the same county,
prompted by local city zoning plans.
Although this forced relocation resulted
in some inconvenience and disruption, we
received RMB 67.7 million in compensation
from the local government. However, this

payment is simply a one-off; the more
lasting impact is that this move also
dgave us the opportunity to implement
technological improvements to our
production process with flexible production
lines, resulting in greater efficiency and
economies of scale, thereby reducing costs.
The new facilities also give us headroom to
scale up and achieve greater output with
higher efficiency to meet future customer
demand. Over the course of the year, we
also carried out upgrading work to improve
the production efficiency of our plants in
Shaanxi and Henan.

Xinjiang Expansion

In October, we also announced plans to build
production facilities in Xinjiang, marking our
first venture into the Northwestern region of
China. We have always sought to locate our
plants in close proximity to our customers,
so that we can develop a close working
relationship with them and provide them
with @ more compelling product offering.
We believe there is an excellent untapped
opportunity in Xinjiang, because there are
no sweetener manufacturers currently able
to meet the demand of major soft drink
producers such as Coca-Cola and Pepsico
in the region, which has a population of
over 23 million (source: National Bureau of
Statistics of China, 2015).
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FINANCIAL PERFORMANCE

Group revenue for FY2016 was 21.0%
lower than in FY2015, as tepid demand
and stiff competition in the corn
sweetener industry contributed to a
decrease in volume and pricing of our
corn refining products. Our production
activities also suffered some disruption
due to the upgrading of production lines
at the Luzhou Henan subsidiary, and the
relocation of our Shandong facilities.

Other operating income was RMB 103.7
million in FY2016, compared to RMB 38.6
million in FY2015, mainly due to the
aforementioned compensation from the
government for the Luzhou Shandong
relocation. Likewise, other operating
expenses increased by RMB 34.8 million,
due to loss on disposal of plant and
equipment and relocation expenses
incurred in the relocation.

The Group recorded net profit of RMB 13.9
million for FY2016, with earnings per
share of 2.3 RMB cents, compared to
FY2015’s net profit of RMB 28.4 million
and 6.3 RMB cents earnings per share.
Cash and cash equivalents as at 31
December 2016 was RMB 301.2 million,
an increase of RMB 134.3 million over
the course of the year. Net asset value per
share rose from RMB 21.3 cents to RMB
22.7 cents over the same period.

The Board of Directors is pleased to
recommend a first and final dividend of
5$0.002 per share, same as last year.

OUTLOOK

Market Situation in China

China’s economic growth continues to
moderate, compounded by global issues
such as political uncertainty and sluggish
recovery which are hampering demand
for exports. Although we expect organic
long term growth in domestic demand for
food and beverage products, this may be
tempered by a lack of positive consumer
sentiment. Additionally, we have observed
that the government is attempting to
educate consumers about the risks of
a diet that is high in refined sugar. This
may lead to a gradual shift in consumer
preferences in the future, as we are seeing
in urban markets in the West. However,
this is still a very nascent development in
China, and should not pose any immediate
threat as our product offering is sufficiently
diversified, and we have a footprint that
is substantially made up of customers in
rural and emerging areas of the country. We
will keep a close eye on the situation and
evaluate possible action if the need arises.

Raw Material Prices

Corn prices are expected to remain
relatively low due to government control
of supply, particularly in the North-east
region of China as there has been a recent
ramp-up in government subsidies for corn
refining manufacturers there. This will
benefit our Liaoning operations, and with
the attractive pricing of finished products
and its proximity to a major port, we may
also see an uptick in export sales there,
although it is not likely to constitute a
significant percentage of the Group’s total
sales.

At the same time, low corn prices across
China have also started attracting other
sweetener producers to enter or re-enter
the market, and this has resulted in some
pricing competition for end products.
We have seen some impact from this in
FY2016, but do not foresee any major
downside in future, especially since the
competitors entering the market are
mostly smaller manufacturers, who
are not capable of producing the large
volumes of sweetener required by our
major customers. We are also confident in
the strength of the customer relationships
we have built over many years, as they
know they can rely on the quality and
consistency of our products.

Nevertheless, we must strive to stay
ahead of the competition, whether it is
through expansion to key strategic areas,
providing products that best fulfill the
needs of customers, or upgrading our
facilities to achieve greater volumes,
faster turnaround and higher efficiency.
Innovation is also a key aspect, and our
dedicated research & development team
has been hard at work looking at ways
to make further improvements to our
product offerings.

| wish to thank our shareholders, staff, my
fellow directors, and all our customers and
business partners, for supporting us as
we continue innovating and building the
foundations for the future of the Group.

Niu Ji Xing
Executive Chairman and CEO
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FINANCIAL
HIGHLIGHTS

Revenue

Profit/(Loss) Before Interests, Tax,
Depreciation and Amortisation (“EBITDA”)

Net Profit/(Loss) Before Tax

Net Profit/(Loss) After Tax and
Non-controlling Interests (“PATNCI”)

Net Profit/(Loss) Margin (%)

Revenue by Operating Segments (%)
— Corn Refining

—Animal Feed

— Others

Revenue by Geographical Segments (%)
—PRC
— Other Countries

At Year End

Net Current Assets

Total Assets

Total Equity

Total Liabilities

Cash and Cash Equivalents

Per Share (RMB cents)
Earnings/(Loss) per Share

Net Tangible Assets per Ordinary Share
Dividend per Share (SGD)

Returns (%)

Return on Revenue

Return on Shareholders’ Equity
Return on Total Assets

Ratios

—Inventory Turnover

— Trade Receivables

— Trade Payables

— Debt to Equity Ratio (Times)

2012 2013 2014 2015 2016
RMB million RMB million RMB million RMB million RMB million
3,399.8 3,009.4 2,074.9 2,431.4 1,921.8
165.0 48.6 (52.7) 176.4 146.8
244 (110.6) (339.8) 36.0 18.9
11.7 (113.8) (339.8) 28.4 13.9
0.4 (3.8) (16.4) 1.2 0.7
89.0 87.0 89.6 94.6 99.3
9.5 12.0 9.9 5.2 0.5

15 1.0 0.5 0.2 0.2
100.0 100.0 100.0 100.0 100.0
94.4 95.0 95.1 97.5 96.6
5.6 5.0 4.9 2.5 34
100.0 100.0 100.0 100.0 100.0
68.0 63.1 (48.4) 30.6 108.8
1,778.9 1571.4 1,240.8 1,285.0 1,483.2
5355 412.0 72.2 126.5 134.7
1,243.4 1,159.4 1,168.6 1,158.4 1,348.5
1195 66.7 54.6 166.9 301.2
3.0 (28.7) (85.8) 6.3 2.3
135.2 104.0 18.2 213 22.7
0.005 = > 0.002 0.002
0.4 (3.8) (16.4) 1.2 0.7

2.7 (27.6) (470.5) 224 10.3

0.8 (7.2) (27.4) 2.2 0.9

37 37 47 37 40

24 27 33 27 35

35 32 40 36 47
1.33 1.87 10.96 6.54 7.20
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Revenue Net Profit/(Loss) After Tax and
(RMB million) Non-Controlling Interests (“PATNCI”)
(RMB million)
009.4
074.9
FY2012 FY2013 FY2014 FY2015 FY2016 FY2012 FY2013 FY2014

FY2015

FY2016

Revenue by Operating Segments
(%)

Revenue by Geographical Segments
(%)

primel T3] ot

Corn
SELDE Refining

Other
I:I PRC Countries
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PROVIDING
REFRESHING
QUALITY

We have been taking the necessary
measures to ensure that all our processes
and products adhere to the most stringent
of requirements. This unwavering stance
has enhanced our reputation as a reliable
world-class quality partner.




OPERATIONS

REVIEW

rrer rerr
ok CECE ED T

Corn refining products made up 99.3% of
the Group’s revenue in FY2016, up from
94.6% in FY2015, despite a moderate
decrease in total volumes from 983K
tonnes to 944K tonnes. Production of
animal feeds was suspended in the first
guarter of FY2016 due to its loss making
nature; consequently, this segment
contributed only 0.5% of FY2016 Group
revenue, compared to 5.2% in FY2015.
The breakdown of revenue by industry
remained lardely unchanged compared
to FY2015, with the food industry taking
the biggest share at 34.0% (FY2015:
33.7%), followed by beverage at 21.1%

09

(FY2015: 20.0%), fermentation at 14.4%
(FY2015: 14.9%), with the remainder
made up by food chemicals, animal feed,
paper industry, and miscellaneous.

Our business is highly dependent on
domestic consumer behaviour within
the PRC, and on the supply side, our raw
material prices are also highly affected
by government action. Both these factors
are largely beyond our control, but what
we can do is to improve our business
fundamentals, the two pillars of which
are geography and technology.

111

1T

1. Liaoning plant office building
2. Maltose production line in our Liaoning plant

LUZHOU BIO-CHEM TECHNOLOGY LIMITED Annual Report 2016
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OPERATIONS
REVIEW

GEOGRAPHY

Luzhou has a footprint of five plants
across China, and in October 2016 we
announced plans to build a new plant in
Xinjiang province, in order to cater to the
demands of major soft drinks producers
there. Based on our market intelligence,
we determined that there are currently no
sweetener suppliers in that region who are
capable of meeting the demands of these
producers, especially for F55 fructose.
For the first phase, we expect to invest
RMB 120 million for the construction of
a fructose syrup production line, offices,
and production premises, estimated to
be completed by 2018. Depending on the
market conditions, we may make further
investments in this region in future.

In Shandong, we completed the
consolidation of our facilities at the

Shandong Industrial Park at the end of
2016. This will result in greater economies
of scale and improved production
efficiency.

Our subsidiary in Liaoning, which was
selected for its proximity to the corn-
growing belt of China, has made a
turnaround in lowering its production
costs in the fourth quarter of 2016 due
mainly to the lower corn prices in that
region. Barring unforeseen changes to
the government’s subsidies, which are
intended to reduce their corn stockpiles,
Luzhou Liaoning should continue to
benefit from lower corn prices.

TECHNOLOGY

Luzhou is able to produce an extremely
wide range of corn sweetener products
based on customer requirements.

FEEEEERGGREEEREEEE
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1. Liaoning plant full view
2. The liquefaction process of Fructose production line

To support this, we have a dedicated
research & development team that can
fine tune the specifications of our products,
and are also working to develop new and
innovative ways to better fulfil the needs
of our customers.

In FY2016 we have also invested in the
upgrading of several of our plants, in order
to keep up with technological requirements
as well as to boost production capacity
and efficiency. Upgrading and construction
of a maltose syrup production line was
carried out at our Luzhou Shaanxi plant,
and upgrading and modification of
the starch liquid production line at our
Luzhou Henan plant.

Full-year utilisation rate across our plants
was 72% in FY2016, giving us headroom
to increase our output as needed.

LUZHOU BIO-CHEM TECHNOLOGY LIMITED Annual Report 2016
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FINANCIAL
REVIEW

INCOME STATEMENT

For the financial year ended 31 December
2016, Luzhou Bio-Chem reported revenue
of RMB 1.9 billion, 21.0% lower than in
FY2015, due to decreases in both the
volume and selling price of the Group’s
corn refining products as a result of weak
market demand and stiff competition.
There was also some production downtime
due to the relocation of the Luzhou
Shandong plant and updrading of the
Luzhou Henan plant. The weighted average
selling price of the Group’s corn refining
products decreased by 13.6% year-on-
year, mainly weighed down by declines
in the price of corn sweeteners (15.8%)
and corn starch (20.0%). Export sales
accounted for 3.4% of Group revenue in
FY2016, compared to 2.5% in FY2015,
and the quantum of export revenue
increased by 4.6%.

In line with the decrease in revenue,
gross profit was 19.4% lower compared to
FY2015. Gross profit margins were slightly
higher at 11.1% in FY2016, compared to
10.8% in FY2015, due to the lower prices
of corn raw materials.

The Group recorded other operating
income of RMB 103.7 million in FY2016,
an increase of RMB 65.1 million, mainly
due to government compensation of
RMB 67.7 million for the Luzhou
Shandong plant relocation, as well as
local government corn subsidies paid
to the Luzhou Liaoning subsidiary.

Selling and distribution expenses
decreased by 4.6% compared to FY2015,
mainly due to lower transportation costs
in line with the lower sales volume,
partially offset by the increase in staff
costs. Administrative expenses increased
by 11.3%, mainly due to increases in
depreciation and other manufacturing
overheads, which resulted from the Luzhou
Shandong relocation, upgrading works
at Luzhou Henan, and production halts
for certain products at Luzhou Liaoning,
as well as an increase in allowance for
doubtful trade receivables. Other operating
expenses increased by RMB 34.8 million,
mainly due to RMB 25.7 million loss on
disposal of plant and equipment and
relocation expenses of RMB 6.2 million,
resulting from the relocation of the Luzhou
Shandong plant. The Group’s finance costs
decreased by 16.1% compared to FY2015,
due to a reduction in average bank loan
interest rates.

Income tax expense was 34.2% lower
than in FY2015, due to lower net profit
generated from the Henan subsidiary;
the effective tax rate was higher than
the statutory rate, as certain loss-making
subsidiaries did not recognise deferred
tax assets due to the uncertainty of future
taxable profits.

In view of the decrease in gross profit,
increase in administrative costs and other
operating expenses, partially offset by
the increase in other operating income,



the Group’s net income decreased from
RMB 28.4 million in FY2015 to RMB 13.9
million in FY2016.

ASSETS AND LIABILITIES

The Group’s current assets increased by
RMB 188.3 million to RMB 779.5 million
as at 31 December 2016, mainly due to
a RMB 134.3 million increase in cash and
cash equivalents, and a RMB 75.0 million
increase in other receivables, deposits
and prepayments, which relate to the
relocation compensation for the Luzhou
Shandong plant as well as grant and
corn subsidies receivable by the Luzhou
Liaoning subsidiary. These increases were
offset by a RMB 22.7 million decrease in
inventories.

With the weaker domestic economy, trade
receivable turnover days increased from
27 days in FY2015 to 35 days in FY2016.
Inventory turnover days also increased
from 37 days to 40 days.

Non-current assets increased by RMB 9.9
million as capital expenditure was mostly
offset by depreciation and the disposal of
plant and equipment.

Current liabilities increased by RMB 110.1
million to RMB 670.7 million as at
31 December 2016, due to increases
in short-term loans and borrowings,
trade payables, and other payables and
accruals. With the increase in borrowings,
the Group’s debt equity ratio increased

to 7.20 times as at 31 December
2016, compared to 6.54 times as at
31 December 2015.

Non-current liabilities increased by
RMB 79.9 million mainly due to long-
term loans.

Group shareholders’ equity was
RMB 134.7 million as at 31 December
2016, an increase of RMB 8.2 million
compared to the end of FY2015.

CASH FLOW

The Group had net operating cash inflow
of RMB 147.4 million in FY2016,
comprising RMB 164.9 million operating
profit adjusted for changes in working
capital of RMB 10.0 million, and RMB 7.5
million of income taxes paid.

Net cash used in investing activities
amounted to RMB 99.6 million in FY2016,
mainly resulting from the reconstruction
costs associated with the Shandong
relocation, as well as upgrading of
production lines at our Shaanxi and Henan
plants.

Net cash inflow from financing activities
was RMB 25.4 million, mainly due to a
RMB 142.6 million net increase in bank
loans, offset by an increase in pledged cash
deposits, payment of interest expense,
and dividends paid.

13
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GENERATING
INNOVATIVE
SOLUTIONS

Since our inception, we have made
significant strides in generating innovative
solutions for our customers. As we progress
into the future, we will continue with our
innovative spirit and pioneer ways to build
future success.




GROUP
STRUCTURE

100%

Luzhou Bio-chem
Technology
(Liaoning) Co., Ltd.

100%

Luzhou Bio-chem
Technology
(Shaanxi) Co., Ltd.

Xinjiang Luzhou
Bio-chem Technology
Co., Ltd.

100%

Shandong Luzhou
Amino Acid
Co., Ltd.

100%

Luzhou Bio-chem
Technology
(Henan) Co., Ltd.

=

LUZHOU BIO-CHEM
TECHNOLOGY LIMITED

100%

Luzhou Bio-chem
Technology
(Shandong) Co., Ltd.

15

100%

Shandong Hongzhou
Chemical Equipment
Co., Ltd.

100%*

Luzhou Bio-chem
Technology
(Sichuan) Co., Ltd.

Animal Feed
Branch Office

Yishui
Branch Office

* The paid up share capital of Luzhou Bio-chem Technology (Sichuan) Co., Ltd. is RMB 96.0 million, of which the Company holds 37.2% (RMB 35.7 million) and Luzhou Bio-chem
Technology (Shandong) Co., Ltd. holds 62.8% (RMB 60.3 million).
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BOARD OF
DIRECTORS

Niu Ji Xing

Niu Ji Xing is our Founder and Executive
Chairman & Group Chief Executive Officer.
He is responsible for formulating the
business strategies and investments
of our Group, as well as for its overall
management. Mr Niu has many years of
experience in the corn refining industry in
PRC. Prior to joining our Group, he was the
Chairman of the Board of the Shandong
Luzhou Food Group of China, which
comprises a group of enterprises including
Shandong Luzhou, Liaoning Luzhou,
Shaanxi Luzhou and Hunan Taoyuan.
He obtained a certificate in Economic
Management (ZFXEEEZ ) from
the Shandong Economic Management
Institute (LWZRZFEBFIHERR)
in July 1996. He is presently one of the
Vice Presidents of the China Food Industry
Association (AERA& T IiHhs),
Vice Chairman of the Council of China
Food Industry Association (sweeteners)
(PFEREAIVHEEREVERSTE
2 <) and a member of the National Food
Industry Entrepreneurs’ Council (£E&
mIVAIVREAR).

Wang De You is our Executive Director.
He is responsible for Group’s production
technology, research and development
and project investment. Before assuming
the current position, he was our Executive
Director and Group Chief Executive Officer
from 2012 till March 2015. Mr Wang has
more than 20 years of experience in the food
processing and manufacturing industry and
was formerly an assistant general manager
at Shandong Luzhou before joining our
Group. Mr Wang was a deputy general
manager at Shandong Luzhou Food Product
Factory from 1999 to 2002, a production
manager at Shandong Yishui Luzhou
Food Product Factory from 1993 to 1999,
a production manager at Shandong Yishui
Jixing Confectionery Factory from 1990 to
1993 and an assistant factory manager
at Shandong Linqu Dairy Product Factory
from 1987 to 1990.



Mr Wang obtained a certificate in Food
Processing and Manufacturing (% %
T# &) studies from Shandong
University (LLZRRZ) in July 1996, and
was accredited as a senior engineer by
Light Industry Engineering and Technical
Position Advance Accreditation Committee
of Shandong Province (LUWARERI T
BEREARREZERIFEEZRS) in April
2010. In 2011, he was conferred the
Middle-aged and Young Experts Award
by the People’s Government of Shandong
Province. He was also engaged as a part
time lecturer in the Master research
programme by China University of Mining
and Technology. He is currently the Vice
Chairman of China Biotech Fermentation
Industry Association, and a member of the
Executive Council of China Starch Industry
Association.

Gao Zhong Fa is our Executive Director.
Mr Gao is primarily responsible for
overseeing and managing Group matters
in relation to the local government. He has
more than 20 years of experience in the
food industry, particularly in the operations
of food product factories. Prior to joining
our Group, he had joined Shandong Luzhou
in May 2002 as the general manager and
was also previously a general manager
at Shandong Luzhou Food Product
Pte. Ltd. from 2001 to 2002. From 1993 to
2000, he was factory operations manager
at Shandong Yishui Luzhou Food Product
Pte. Ltd. and prior to that, the factory
operations manager at Shandong Yishui
Jixing Confectionery Factory from 1988
to 1993, and the operations manager at
Shandong Shouguang Gaojia Food Product
Pte. Ltd. from 1985 to 1988.

Mr Gao obtained a certificate in
Economic Management (5% &% )
studies from the Shandong Economic
Management Institute (LUZRZFE
HFERZPR) in July 1996. He is also
a Representative of Municipal People’s

Congress of the Linyi city in Shandong
province and is recognized as a contributor
to the National Food Product Advanced
Management of Science and Technology
(2EEmIVREARLHEARNERE
TEH).

Teoh Teik Kee is our Lead Independent
Director and is a Chartered Accountant
by training, and has worked with KPMG
Peat Marwick McLintock in London and
PricewaterhouseCoopers in Singapore.
From November 2004 to 2010, he was the
Executive Director of ecoWise Holdings
Limited. He also has extensive experience
in investment banking and stock broking
when he was with the DBS Group from
1993 to 2001.

Mr Teoh graduated from Aston University,
Birmingham, United Kingdom with a
Bachelor of Science (Honours) degree in
Managerial and Administrative Studies,
and is a member of The Institute of
Chartered Accountants in England and
Wales. He also has a Diploma in Corporate
Treasury Management awarded by the
Assaociation of Corporate Treasurers in the
United Kingdom.

He also serves on the board of Hwang
Capital (Malaysia) Berhad, a public listed
company in Malaysia.

Kong Xiang Chao is our Independent
Director. He was an accountant in Jiangsu
Province Xuzhou City Commerce Bureau
from 1964 to 1970, the Technical Director
and subsequently the factory head of
Jiangsu Province Xuzhou City Commercial
Mechanical Factory from 1970 to 1991,
the general manager of the Jiangsu Province
Xuzhou City Blackcat Foodstuff Group from
1991 to 1998 and a researcher in Jiangsu
Province Wantong Production Group
from 1998, before he retired in 2004.
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Mr Kong has a professional mechanical
production certificate (#1##Hi& T
25 &%T ) from the Jiangsu
Mechanical Studies College (78 A4
BRT :K%=), which he obtained in 1984.
He received an engineering qualification
(I#2Uf) from the Xuzhou Engineering
Series Intermediate Post Accreditation
Committee (&M TR FIHLKIRFR
EEZEZERZ) in 1988, and a professmnal
senior economist certificate (SR 55%
Iifi) from the Jiangsu Senior Economist
Board Accreditation Committee (3T7x
HEFFUVSREMIEFRZRAR) in
1994. Mr Kong was appointed Deputy
Secretary-General of the Candy Committee
of the China Food Industry Association

(MEESI#H<) in 2000.

Ong Wei Jin is our Independent Director,
and is presently practising as a lawyer in
Singapore. His main areas of practice are
corporate finance and general corporate
law. He obtained a Bachelor of Law
(Honours) from the National University
of Singapore, a MBA (Investment and
Banking) from the University of Hull
and a Masters of Law from the National
University of Singapore.

He is currently an independent director of
China XLX Fertiliser Ltd, CFM Holdings Ltd
and Jacks International Limited.

LUZHOU BIO-CHEM TECHNOLOGY LIMITED Annual Report 2016



18

SENIOR
MANAGEMENT

GROUP
DEPUTY
GENERAL
MANAGER

Zhang Ke is our Group Deputy General Manager, and is primarily responsible for the
planning of business process system, and the management of internet and information
technology functions of our Group. He started his career with Shandong Luzhou in April
1997 as a sales supervisor and became a sales manager in 1999. From 2000 to 2004,
he was the Deputy General Manager of Shandong Luzhou, before being promoted to
General Manader of Hunan Taoyuan. In 2005, he was appointed the General Manager of
Luzhou Bio-chem Technology (Shaanxi) Co., Ltd.. Before assuming the current position,
he was the General Manader of our Group’s Animal Feed Branch Office.

He graduated with a degree in economics from Shandong Economic College
in 1996.

Li Na

GROUP
SENIOR
FINANCE
MANAGER

Li Na is our Group Senior Finance Manager and is currently responsible for
the accounting, reporting, financing and other financial functions of our Group.
Ms Li joined Shandong Luzhou Food Group Co. Ltd. in August 1999 as an accountant and
was subsequently promoted to the position of finance manager in May 2002. She joined
our Group in 2005 following the restructuring exercise undertaken in connection with
our Company'’s initial public offering. Ms Li participated in the successful implementation
of the SAP accounting system by our Group. Ms Li holds a diploma in accountancy,
and received CTAC (China Tax Accountant) professional qualification certificate.




Niu Ji Chao

GENERAL
MANAGER

Niu Ji Chao is the General Managder of our Luzhou bio-chem technology (Shandong)
Co. Ltd. (the “Luzhou Shandong”) responsible for the overall management of Luzhou
Shandong’s business and operations. Mr Niu has been involved in engineering works
since 1998 as an assistant chief engineer at Shandong Luzhou Food Product Pte Ltd.
He was later appointed the chief engineer and production and technical centre manager
at Shandong Luzhou from 2002 to 2003. Prior to joining our Group in 2005, he had been
the deputygeneral manader and chief engineer of Shandong Luzhou from February 2003.
Before assuming the current position, he was the Goup’s Chief Engineer and then the
General Manager of our Production Department.

Prior to 1998, Mr Niu was working as a supervisor of the starch department at Shandong
Yishui Luzhou Food Product Factory and an assistant production head of the factory at
Liaoning Luzhou. He started his career in Shandong Yishui Luzhou Food Product Factory
in September 1993. In July 1996, he obtained his certificate in Food Processing and
Manufacturing from Shandong University.

DIRECTOR
OF FINANCE

Koh Pee Keat

Koh Pee Keat joined our Group as Director of Finance and he is assisting our Group
Senior Finance Manader in overseeing the finance matters and corporate finance
function of the Group. He has over 17 years of banking experience in DBS Bank in the
area of trade finance, international banking, individual banking and enterprise banking.
He has worked in DBS New York Adgency for about four years in management position.
He was the senior vice president of Bexcom Pte Ltd, Singapore, an e-commerce software
provider, overseeing its operation, finance and legal matters. Prior to joining our Group,
he was the senior vice president/Chief Finance Officer of Westcomb Financial Group
Limited overseeing its Group’s finance function and operation. Mr Koh holds a Bachelor
of Arts (Honours) degree with major in Accounting and Financial Management from the
University of Sheffield.

Zhao Yu Bin

MANAGER,
R&D

Zhao Yu Bin is the Manager of Luzhou R&D Centre, primarily responsible for the research
and development of new products, new technique and new process. He joined Shandong
Luzhou Food Group Co. Ltd. in 1997 as the manager of quality control department until
2003. He was promoted and transferred to be the manader of the Luzhou R&D Centre.

Mr Zhao graduated from Shandong Polytechnic University (1L Z=42 T Zpx) in July
1990, specializing in fermentation engineering. He is also certified as a Senior Engineer.
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CORPORATE GOVERNANCE
REPORT

The Board of Directors (the “Board”) of Luzhou Bio-chem Technology Limited (the “Company”, and todgether with its subsidiaries, the
“Group”) recognises that adherence to the guidelines recommended by the Singapore Code of Corporate Governance 2012 (the “Code”)
would establish good corporate governance practices and offer a high standard of accountability to the shareholders of the Company.

This report sets out the corporate governance practices adopted by the Company with specific reference to the principles of the Code,
as well as any deviation from any guideline of the Code together with an explanation for such deviation.

STATEMENT OF COMPLIANCE
The Board confirms that for the financial year ended 31 December 2016 (“FY2016”), the Company has dgenerally adhered to the
principles and guidelines as set out in the Code, save as otherwise explained below.

BOARD MATTERS

The Board’s Conduct of Affairs

Principle 1: Every company should be headed by an effective Board to lead and control the company. The Board is collectively responsible
for the long-term success of the company. The Board works with Management to achieve this objective and Management remains
accountable to the Board.

The Board comprises six directors, which include three executive directors and three independent directors, all of whom are from
different disciplines and bring with them diversity of experience which will enable them to contribute effectively to the Company.

In addition to its statutory responsibilities, the principal functions of the Board include:

« reviewing and overseeing the management of the Group’s business affairs and financial controls, performance and resource
allocation;

« approving matters such as corporate strateqy and business plans, corporate restructuring, merders and acquisitions, major
investments and divestments, material acquisitions and disposals of assets and major corporate policies on key areas of operations;

« establishing a framework of prudent and effective controls to assess and manade risks and safequard shareholders’ interests and
the Group’s assets; and

« approving the release of the Group’s quarterly and full-year financial results and related party transactions of a material nature.

All directors exercise due diligence and independent judgment, and are obliged to act in good faith and consider at all times the
interests of the Company.

The Board has established three Board committees, namely, the Audit Committee (“AC”), the Nominating Committee (“NC”) and the
Remuneration Committee (“RC”) to assist in the execution of its responsibilities. These committees operate within clearly defined terms
of reference.

The Board meets on a regular basis and ad-hoc Board meetings are convened as and when circumstances require. In between Board
meetings, other important matters will be tabled for the Board’s approval by way of circulating resolutions in writing. The Company’s
Articles of Association provide for meetings of Directors to be held by means of telephone conference or other methods of simultaneous
communication by electronic or telegraphic means.

LUZHOU BIO-CHEM TECHNOLOGY LIMITED Annual Report 2016
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The number of meetings held and attendance at the meetings during FY2016 are as follows:

Audit Committee Remuneration Committee | Nominating Committee
No. of No. of No. of No. of No. of No. of No. of No. of

Name of meetings meetings meetings meetings meetings meetings meetings meetings
director held attended held attended held attended held attended
Niu Ji Xing 5 5 - - - - 1 1
Wang De You 5 5 - - - - - -
Gao Zhong Fa 5 5 - - - - - -
Kong Xiang Chao 5 5 6 6 1 1 - -
Teoh Teik Kee 5 5 6 6 1 1 1 1
Ong Wei Jin 5 4 6 5 1 1

All directors are given the opportunity to visit the Group’s operating facilities and meet with the Management to dain a better
understanding of the Group’s business operations and corporate governance practices. Newly appointed directors will receive a formal
letter explaining their duties and responsibilities, and will undergo orientation and be briefed on the business and governance practices
of the Group as well as industry-specific knowledge. All directors who have no prior experience as directors of a listed company will
undergo training and/or briefing on the roles and responsibilities as directors of a listed company. The directors are also encouraged
to keep themselves abreast of the latest developments relevant to the Group and attendance of appropriate courses and seminars is
arranged and funded by the Company. The external auditors update the directors on the new or revised financial reporting standards
on an annual basis.

Board Composition and Guidance

Principle 2: There should be a strong and independent element on the Board, which is able to exercise objective judgment on corporate
affairs independently, in particular, from Management and 10% shareholders. No individual or small group of individuals should be
allowed to dominate the Board’s decision making.

As at the date of this report, the Board comprises the following directors:

Executive Directors

Niu Ji Xing Executive Chairman and Chief Executive Officer
Wang De You Executive Director
Gao Zhong Fa Executive Director

Non-Executive Directors

Teoh Teik Kee Lead Independent Director
Kong Xiang Chao  Independent Director
Ong Wei Jin Independent Director

The independent directors make up half of the Board as the Chairman is part of the management team and not an independent director.
The Board has adopted the Code’s criteria of an independent director in its review. An “independent” director is one who has no relationship
with the company, its related corporations, its 10% shareholders or its officers that could interfere, or be reasonably perceived to interfere,
with the exercise of the directors’ independent business judgment with a view to the best interests of the company.

The independence of each independent director is reviewed annually by the NC and the Board. Each independent director is required to
complete a checklist annually to confirm his independence based on the quidelines as set out in the Code. Particular attention is given
to review and assess the independence of any director who has served beyond nine years from the date of his first appointment as at
the end of FY2016. The independent directors, Mr Kong Xiang Chao, Mr Teoh Teik Kee and Mr Ong Wei Jin, have each served the Board
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beyond nine years and they were subject to rigorous review by the Board. The Board has considered the performance of the independent
directors and noted that they had participated, deliberated and expressed their views independently at all times, presented objective
and constructive challenges to the assumptions and viewpoints of the Management and the Board has benefited from valuable insight
from their presence. The Board has also considered that there is no need for progressive refreshing of the Board currently. The Board
considers that each of the independent directors concerned brings invaluable expertise, experience and knowledde to the Board. They
are familiar with the business of the Group and will continue to contribute positively to the deliberation of the Board and Board
Committees. The Board has determined that the independence of character and judgement of each of the independent directors was
not in any way affected or impaired by their length of service and is satisfied that they can continue to discharge their duties objectively.

The Board has examined its size and is of the view that it is appropriate for effective decision-making, taking into account the scope and
nature of the operations of the Group and the requirements of the Group’s business.

The current composition of the Board and the Board committees includes a diverse breadth of industry expertise, knowledge and
experience in areas such as accounting, finance, ledal, strategic planning and business management. This enables the Management
to benefit from the external and expert perspectives of the directors who collectively possess the core competencies relevant to the
direction and growth of the Group.

The independent directors communicate regularly to discuss matters related to the Group, including the performance of the Management.
They also provide constructive input in developing the Group’s business strategies.

The profiles of the directors are set out in the “Board of Directors” section of this Annual Report.

Chairman and Chief Executive Officer
Principle 3: There should be a clear division of responsibilities between the leadership of the Board and the executives responsible for
managing the company’s business. No one individual should represent a considerable concentration of power.

Mr Niu Ji Xing is the Executive Chairman and Chief Executive Officer (“CEQ”) of the Company and bears executive responsibility for the
Group’s business performance and promoting high standards of corporate governance. He is also responsible for scheduling meetings
to be conducted as and when required, setting the agenda for the Board meetings and ensuring the quality, quantity and timeliness of
the flow of information between the Management, the Board and shareholders.

The positions of Chairman and CEO are not held by separate individuals as the Board is of the view that with the current executive
management team and the establishment of the three Board committees, there are adequate safequards in place to ensure unfettered
decision-making, as well as to prevent an uneven concentration of power and authority in a single individual.

In view that the Executive Chairman is not an independent director and is part of the executive management team, Mr Teoh Teik Kee had
been appointed as the lead independent director and he is available to shareholders where they have concerns and for which contact
through the normal channels of the Executive Chairman and CEO has failed to resolve or is inappropriate. Led by the lead independent
director, the independent directors meet without the presence of the other directors, if deemed necessary, and the lead independent
director provides feedback to the Executive Chairman and CEO after such meetings.

Board Membership
Principle 4: There should be a formal and transparent process for the appointment and re-appointment of directors to the Board.

The NC comprises the following members:
Ong Wei Jin (Chairman)

Teoh Teik Kee

Niu Ji Xing

Mr Ong Wei Jin is an independent director and Mr Teoh Teik Kee is the lead independent director.

LUZHOU BIO-CHEM TECHNOLOGY LIMITED Annual Report 2016
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The terms of reference of the NC have been approved and adopted. The duties and powers of the NC include:

« making recommendations to the Board on relevant matters relating to the review of board succession plans for directors,
in particular, the Chairman and for the CEO, the development of a process for evaluation of the performance of the Board, the Board
committees and directors, and the review of training and professional development programmes for the Board;

- making recommendations to the Board on the appointment and re-appointment of directors (including alternate directors,
if applicable), taking into consideration the composition and progressive renewal of the Board and each director’s competencies,
commitment, contribution and performance (such as attendance, preparedness, participation and candour);

« ensuring that all directors submit themselves for re-nomination and re-appointment at regular intervals and at least once every
three years;

« determining annually, and as and when circumstances require, whether a director (including an alternate director) is independent,
bearing in mind paragraph 2.3 of the Code and any other salient factors;

« decidingif a directoris able to and has been adequately carrying out his duties as a director of the Company, taking into consideration
the director’s number of listed company board representations and other principal commitments; and

« assessing the effectiveness of the Board as a whole and its Board committees and the contribution by the Chairman and each
individual director to the effectiveness of the Board.

All directors submit themselves for re-nomination and re-election at regular intervals of at least once every three years. Article 107 of
the Company’s Articles of Association requires one-third of the directors to retire and submit themselves for re-election by shareholders
at each annual general meeting (“AGM?”). In addition, Article 117 of the Company’s Articles of Association provides that a director
appointed by the Board must retire and submit himself for re-election at the next AGM following his appointment.

The dates of initial appointment and last re-election of each director, together with their directorships in other listed companies are set
out below:

Past directorships in

Name of Date of initial Date of last Current directorships | listed companies

director

Appointment

appointment

re-election

in listed companies

(in the last three years)

Niu Ji Xing Executive Chairman | 17 November 2004 | 29 April 2014 None None
and CEO
Gao Zhong Fa Executive Director 13 May 2005 28 April 2016 None None
Wang De You Executive Director 13 May 2005 29 April 2015 None None
Kong Xiang Chao | Independent 13 May 2005 28 April 2016 None None
Director
Teoh Teik Kee Lead Independent 13 May 2005 29 April 2014 Hwang Capital City e-Solutions Ltd
Director (Malaysia) Berhad
Ong Wei Jin Independent 13 May 2005 29 April 2015 China XLX Fertiliser None
Director Ltd
CFM Holdings Ltd
Jacks International
Limited
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According to Article 107 of the Company’s Articles of Association, Mr Niu Ji Xing and Mr Teoh Teik Kee will retire at the Company’s
forthcoming AGM and will be eligible for re-election.

As none of the directors hold more than four directorships in listed companies concurrently, the Board is of the view that there is no
necessity at this point in time to determine the maximum number of listed company board representations which a director may hold.

When an existing director chooses to retire or the need for a new director arises, either to replace a retiring director or to enhance the
Board’s strength, the NC, in consultation with the Board, determines the selection criteria and identifies candidates with the appropriate
expertise and experience for the appointment as new director. The NC then meets with the shortlisted candidates with the appropriate
profile before nominating the most suitable candidate to the Board for appointment as director.

Key information on the individual directors and their shareholdings in the Company are set out in the “Board of Directors” and “Directors’
Report” sections of this Annual Report. None of the directors hold shares in the subsidiaries of the Company.

Board Performance
Principle 5: There should be a formal annual assessment of the effectiveness of the Board as a whole and its board committees and the
contribution by each director to the effectiveness of the Board.

The Board’s performance is reflected in the overall performance of the Group. The Board ensures that the Company is in compliance
with applicable laws and the Board members act in good faith, with due diligence and care in the best interests of the Company and
its shareholders.

The NC is responsible for assessing the effectiveness of the Board as a whole and the contribution by the Chairman and each individual
director to the effectiveness of the Board. Given the size of the Board, the NC is of the view that there is no necessity to separately assess
the effectiveness of each Board committee. The NC has established a review process and proposed objective performance criteria set
out in assessment checklists which are approved by the Board. The performance criteria include factors such as risk management
and internal control, and financial performance indicators as well as share price performance. Individual assessment criteria include
commitment of time for meetings and any other duties.

The performance criteria are not subject to changes from year to year. Nonetheless, where circumstances deem it necessary for any of
the criteria to be changed, the Board will justify such changes.

Access to Information
Principle 6: In order to fulfil their responsibilities, directors should be provided with complete, adequate and timely information prior to
Board meetings and on an on-going basis so as to enable them to make informed decisions to discharge their duties and responsibilities.

The Company recognises the importance of the flow of information for the Board to discharge its duties effectively. All directors are
furnished with the management accounts of the Group and regular updates on the financial position of the Company. Upon request,
the Management will provide any additional information needed for the directors to make informed decisions. The Board has separate
and independent access to the Company Secretary and the Management at all times. The Company Secretary facilitates information
flow within the Board and its committees. The Company Secretary attends all Board meetings and meetings of the Board committees
and ensures that the Company complies with the requirements of the Companies Act and the SGX-ST Listing Manual. The minutes of
all Board and Board committees’ meetings are circulated to the Board.

The Board will have independent access to professional advice when required, subject to the approval of the Chairman. The fees for
professional advice will be borne by the Company.
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REMUNERATION MATTERS

Procedures for Developing Remuneration Policies

Principle 7: There should be a formal and transparent procedure for developing policy on executive remuneration and for fixing the
remuneration packages of individual directors. No director should be involved in deciding his own remuneration.

The RC comprises the following members:

Teoh Teik Kee (Chairman)
Ong Wei Jin
Kong Xiang Chao

Mr Teoh Teik Kee, Mr Ong Wei Jin and Mr Kong Xiang Chao are non-executive independent directors.
The terms of reference of the RC have been approved and adopted. The duties and powers of the RC include:

« reviewing and recommending for endorsement by the entire Board a general framework of remuneration for the directors and key
management personnel;

« reviewing and recommending for endorsement by the entire Board the specific remuneration packages for each director as well
as for the key management personnel, covering all aspects of remuneration including but not limited to directors’ fees, salaries,
allowances, bonuses, options, share-based incentives and awards, and benefits in kind;

« reviewing and recommending to the Board the terms of renewal of the service contracts of directors; and

« reviewing the Company’s oblidations arising in the event of termination of the executive directors and key management personnel’s
contracts of services, to ensure that such contracts of service contain fair and reasonable termination clauses which are not overly
generous.

The RC’s recommendations are submitted for endorsement by the entire Board. No director is involved in deciding his own remuneration.
The RC has access to appropriate external expert advice in the field of executive compensation where required.

Level and Mix of Remuneration

Principle 8: The level and structure of remuneration should be aligned with the long-term interest and risk policies of the company, and
should be appropriate to attract, retain and motivate (a) the directors to provide good stewardship of the company, and (b) key management
personnel to successfully manage the company. However, companies should avoid paying more than is necessary for this purpose.

In setting remuneration packages, the Company takes into consideration the remuneration packages and employment conditions within
the industry and in comparable companies. The remuneration packade also takes into account the Company’s relative performance and
the performance of individual directors and key management personnel.

The non-executive independent directors are paid directors’ fees, taking into account factors such as effort and time spent,
and responsibilities of the directors. Directors’ fees are recommended by the Board for approval at the Company’s AGM.

The executive directors do not receive directors’ fees. The remuneration packades of the executive directors include a basic salary.
The executive directors (save for the Executive Chairman and CEQ) are not entitled to receive any profit-sharing performance bonus.

The Company has entered into service agreements with the executive directors. The service agreements are for an initial period of
three years and are automatically renewed thereafter on a year-to-year basis on such terms and conditions as the parties may adree.
The service agreements provide for termination by either party giving not less than six months’ notice in writing.
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Disclosure on Remuneration

Principle 9: Every company should provide clear disclosure of its remuneration policies, level and mix of remuneration, and the procedure
for setting remuneration, in the company’s annual report. It should provide disclosure in relation to its remuneration policies to enable
investors to understand the link between remuneration paid to directors and key management personnel, and performance.

The following shows the level and mix of each director’s remuneration paid or payable for the financial year ended 31 December 2016:

Variable or
performance- Directors’ Other
related bonus fees® benefits

Remuneration bands % % %

Directors
Above 5$250,000 and up to $$500,000

Niu Ji Xing 0 - - - | 100 |

Up to $$250,000

Gao Zhong Fa 100 - - - 100
Wang De You 100 - - - 100
Kong Xiang Chao - - 100 - 100
Teoh Teik Kee - - 100 - 100
Ong Wei Jin - - 100 - 100
Up to S$250,000

Zhang Ke 80.8 19.2 - - 100
Li Na 80.8 19.2 - - 100
Niu Ji Chao 100.0 - - - 100
Zhao Yu Bin 81.2 18.8 100
Koh Pee Keat 92.6 7.4 - - 100

Notes:

(1) Salary is inclusive of salary, allowances, Central Provident Fund contributions and pension funds.
(2) Directors’ fees are subject to the approval of the shareholders at the forthcoming AGM.

The aggregate remuneration paid to the top five key management personnel (who are not directors or the CEO) of the Group in FY2016
amounted to 5$373,306.

The Board is of the view that full disclosure of the specific remuneration of each individual director and key management personnel is
not in the best interests of the Company, taking into account the sensitive nature of the subject, the competitive business environment
the Group operates in and the potential negative impact such disclosure will have on the Group.

No employee who is an immediate family member of a director or the CEQ was paid more than 5$50,000 during FY2016.

The Company currently does not have any employee share schemes.
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ACCOUNTABILITY AND AUDIT
Accountability
Principle 10: The Board should present a balanced and understandable assessment of the company’s performance, position and prospects.

The Board understands its accountability to the shareholders on the Group’s performance, financial position and prospects. The objectives of the
presentation of the annual financial statements and quarterly announcements to its shareholders are to provide the shareholders with a balanced
and understandable analysis and explanation of the Group’s financial performance and position, and prospects. In line with the rules of the SGX-ST
Listing Manual, the Board provides a nedative assurance statement to the shareholders in respect of the interim financial statements.

The Management understands its role in providing all members of the Board with management accounts and such explanation and
information on a monthly basis and as the Board may require from time to time to enable the Board to make a balanced and informed
assessment of the Group’s performance, financial position and prospects.

Risk Management and Internal Controls

Principle 11: The Board is responsible for the governance of risk. The Board should ensure that Management maintains a sound system
of risk management and internal controls to safequard shareholders’ interests and the company’s assets, and should determine the
nature and extent of the significant risks which the Board is willing to take in achieving its strategic objectives.

The Board acknowleddes that it is responsible for the overall internal control framework, but recognises that no cost effective control
system will preclude all errors and irregularities, as a system is designed to managde rather than eliminate the risk of failure to achieve
business objectives, and can provide only reasonable and not absolute assurance against material misstatement or loss.

The Group has implemented a system of internal controls designed to provide reasonable but not absolute assurance that assets are
safequarded, proper accounting records are maintained, operational controls are adequate and business risks are suitably managed. The
Board oversees the Management in the design, implementation and monitoring of the risk management and internal control systems,
and reviews the adequacy and effectiveness of such systems at least annually.

The external and internal auditors conduct annual reviews of the effectiveness of the Group’s key internal controls, including financial,
operational, compliance and information technology controls, and risk management. Any material non-compliance or lapses in internal
controls, together with recommendations for improvement, are reported to the AC and the Board. The timely and proper implementation
of all required corrective, preventive or improvement measures are closely monitored.

The Board has received assurance from the CEO and the Group Senior Finance Manader (a) that the financial records have been properly
maintained and the financial statements give a true and fair view of the Company’s operations and finances, and (b) regarding the
effectiveness of the Company’s risk management and internal control systems.

Based on the various internal controls put in place by the Group, the work performed and reports submitted by the external and internal
auditors of the Group and the reviews carried out by the Board and the AC, the Board, with the concurrence of the AC, is of the opinion
that the internal controls of the Group, including financial, operational, compliance and information technology controls, and risk
management systems, were adequate and effective as at 31 December 2016.

Audit Committee
Principle 12: The Board should establish an Audit Committee (“AC”) with written terms of reference which clearly set out its authority and duties.

The AC comprises the following members:

Teoh Teik Kee (Chairman)
Kong Xiang Chao
Ong Wei Jin

Mr Teoh Teik Kee, Mr Kong Xiang Chao and Mr Ong Wei Jin are non-executive independent directors.
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The Board is of the view that the members of the AC are appropriately qualified to discharde their responsibilities and they have the
requisite accounting or related financial management expertise or experience. The AC assists the Board to maintain a high standard of
corporate governance, particularly by providing an independent review of the effectiveness of the financial reporting, management of
financial and control risks, and monitoring of the internal control systems.

The terms of reference of the AC have been approved and adopted. The roles and functions of the AC include:

« reviewing the audit plans of the external auditors and internal auditors, including the results of the external and internal auditors’
review and evaluation of the Group’s system of internal controls;

« reviewing the annual consolidated financial statements and the external auditors’ report on those financial statements,
and discussing any significant adjustments, major risk areas, chandes in accounting policies, compliance with relevant financial
reporting standards, concerns and issues arising from their audits including any matters which the auditors may wish to discuss in
the absence of Management, where necessary, before submission to the Board for approval;

« reviewing the periodic consolidated financial statements comprising the profit and loss statements and the balance sheets and
such other information required by the SGX-ST Listing Manual, before submission to the Board for approval;

« reviewing and discussing with the external and internal auditors any suspected fraud, irreqularity or infringement of any relevant
laws, rules or regulations, which has or is likely to have a material impact on the Group’s operating results or financial position and
the Management’s response;

« reviewing the co-operation given by the Management to the external auditors;
« reviewing the independence of the external auditors annually;

« making recommendations to the Board on the proposals to the shareholders on the appointment, re-appointment and removal of
the external auditors, and approving the remuneration and terms of engagement of the external auditors;

« ensuring that the internal audit function is adequately resourced and has appropriate standing within the Group, and reviewing the
adequacy and effectiveness of the internal audit function at least annually;

- reviewing and approving interested person transactions in accordance with the requirements of the SGX-ST Listing Manual;

« reviewing and reporting to the Board at least annually the adequacy and effectiveness of the Company’s internal controls, including
financial, operational, compliance and information technology controls, and risk management; and

« reviewing the procedures by which employees of the Group and any other persons may, in confidence, report to the Chairman of the
AC, possible improprieties in matters of financial reporting or other matters and ensuring that there are arrangements in place for
such concerns to be raised and independently investigated, and for appropriate follow-up action to be taken.

The AC has the authority to investigate any matter within its terms of reference and full access to and cooperation of the Management.
The AC has full discretion to invite any director or executive officer to attend its meetings, as well as access to reasonable resources to
enable it to discharde its functions properly.

The AC meets with the external auditors and with the internal auditors without the presence of the Management at least annually.

The external auditors update the AC on any changdes in accounting standards impacting the financial statements of the Group before
an audit commences.

For FY2016, the fees paid by the Company to the external auditors for audit services and non-audit services amounted to RMB 961,730
and RMB 16,305, respectively. The AC has reviewed all non-audit services provided by the external auditors and is of the opinion that
these non-audit services would not affect the independence and objectivity of the external auditors. The AC has recommended to the
Board the re-appointment of Mazars LLP Sindapore as the external auditors of the Group at the forthcoming AGM.

The Company has complied with Rules 712 and 715 of the SGX-ST Listing Manual in relation to its external auditors.

LUZHOU BIO-CHEM TECHNOLOGY LIMITED Annual Report 2016
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The Group has implemented a whistle-blowing policy. The policy aims to provide an avenue for employees to raise concerns about
misconduct or improprieties in the Group and at the same time assure them that they will be protected from victimization for
whistle-blowing in good faith. Cases that are significant are reviewed by the AC for adequacy of investigation actions and resolutions.
Contact details of the AC have been made available to all employees.

Internal Audit
Principle 13: The company should establish an effective internal audit function that is adequately resourced and independent of the
activities it audits.

The Board recognises the importance of maintaining a system of internal controls to safeguard the shareholders’ investments and the
Group’s assets. An in-house internal audit team, comprising persons with the relevant qualifications and experience, has been formed to
perform the internal audit function. The internal audit team reports primarily to the AC Chairman. The internal auditors plan its internal
audit schedules in consultation with, but independent of, the Management. The internal audit plan is submitted to the AC for approval
prior to the commencement of the internal audit. The AC will review the activities of the internal auditors, including overseeing and
monitoring of the implementation of improvements required on internal control weaknesses identified.

The AC is satisfied with the adequacy and effectiveness of the Company’s internal audit function.

SHAREHOLDER RIGHTS AND RESPONSIBILITIES

Shareholder Rights

Principle 14: Companies should treat all shareholders fairly and equitably, and should recognise, protect and facilitate the exercise of
shareholders’ rights, and continually review and update such governance arrangements.

The Company strives for timeliness and consistency in its disclosures to shareholders. It is the Company’s policy to keep all shareholders
informed of developments or chandes that will have a material impact on the Company’s share price, through announcements via
SGXNET and on the Company’s website. Such announcements are communicated on an immediate basis, or as soon as possible where
immediate disclosure is not practicable.

Shareholders are informed of deneral meetings through notices published in the newspapers, through reports or circulars sent to
all shareholders and via the Company’s website. The Company encourages shareholders’ participation during the general meetings.
Resolutions are passed through a process of voting and shareholders are entitled to vote in accordance with established voting rules
and procedures.

A shareholder who is unable to attend the general meetings is entitled to appoint up to two proxies, unless the shareholder is a relevant
intermediary (as defined in Section 181 of the Companies Act). A relevant intermediary is entitled to appoint more than two proxies,
but each proxy must be appointed to exercise the rights attached to a different share or shares held by such shareholder.

Communication with Shareholders
Principle 15: Companies should actively engage their shareholders and put in place an investor relations policy to promote regular,
effective and fair communication with shareholders.

The Company has a Sindapore office to facilitate open communication with shareholders. The Company’s quarterly and full year results
announcements, analyst briefings and press releases are issued via SGXNET, the Company’s website (www.luzhou.sg) and the investors’
website (www.shareinvestor.com). Shareholders have access to information on the Group via the Company’s website. The Company
discloses all material information on a timely basis to all shareholders.

The Company does not have a formal dividend policy. The form, frequency and amount of dividends will depend on the Group’s earnings,
financial position, results of operations, capital needs, plans for expansion, and other factors as the Board may deem appropriate.
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Conduct of Shareholder Meetings
Principle 16: Companies should encourage greater shareholder participation at general meetings of shareholders, and allow shareholders
the opportunity to communicate their views on various matters affecting the company.

The Company supports the Code’s principle to encourage communication with and participation by shareholders. Shareholders are
encouraged to attend the AGM to ensure a greater level of shareholder participation. The Articles of Association allow a shareholder
of the Company to appoint up to two proxies to attend the AGM and vote in place of the shareholder. A shareholder who is a relevant
intermediary (as defined in the Companies Act) may appoint more than two proxies, but each proxy must be appointed to exercise the
rights attached to a different share or shares held by such shareholder.

Shareholders are given the opportunity to pose questions to the Board or the Management at the AGM. The members of the AC, NC and
RC will be present at the AGM to answer questions relating to matters overseen by the respective committees. The external auditors
will also be present to assist the directors in addressing any queries posed by the shareholders. Minutes of general meetings, including
relevant substantial comments or queries from shareholders relating to the agenda of the meeting and responses from the Board or
the Management, are available to shareholders upon their request.

The Board notes that there should be separate resolutions at general meetings on each substantially separate issue and supports the
Code’s principle as redgards “bundling” of resolutions. The Company puts all resolutions to vote by poll and announce the detailed
results showing the number of votes cast for and against each resolution and the respective percentages after the AGM.

RISK MANAGEMENT

Pursuant to the SGX-ST Listing Manual Rule 1207(4)(b)(iv), the Group is continually reviewing and improving its business and operational
activities to take into account the risk management perspective. This includes reviewing management and manpower resources and
updating work flows, processes and procedures to meet the current and future market conditions. The Group has also considered the
various financial risks and management, details of which can be found in the Annual Report.

DEALING IN SECURITIES

The Group has adopted and implemented policies in line with the SGX-ST’s best practices in relation to the dealing of shares of the
Company. The policies have been made known to directors, executive officers and any other persons as determined by the Management
who may possess unpublished material price-sensitive information of the Group.

The Group has procedures in place prohibiting directors and officers from dealing in the Company’s shares during the two weeks
before the announcement of the Company’s financial statements for each of the first three quarters of its financial year and the one
month before the announcement of the Company’s full year financial statements (“Prohibited Periods”), or if they are in possession of
unpublished material price-sensitive information of the Group.

Directors and officers are required to comply with and observe the laws on insider trading even if they trade in the Company’s securities
outside the Prohibited Periods. They are discouraged from dealing in the Company’s securities on short-term considerations and should
be mindful of the law on insider trading.

INTERESTED PERSON TRANSACTIONS
The Company is required to comply with the requisite rules under Chapter 9 of the SGX-ST Listing Manual for interested person
transactions.

All interested person transactions will be properly documented and submitted to the AC for quarterly review to ensure that they are

carried out on an arm’s length basis, on normal commercial terms and will not be prejudicial to the interests of the Company and its
minority shareholders.
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In addition, any interested person transaction of value equal to or more than 3% of the Group’s latest audited net tangible assets will
be approved by the AC prior to entry into such transaction. In the event that a member of the AC is interested in any interested person
transaction, he will abstain from reviewing that particular transaction.

The Board will ensure that all disclosure, approval and other requirements on interested person transactions, including those required
by prevailing legislation, the SGX-ST Listing Manual as laid down in Chapter 9, and accounting standards are complied with.

The aggredate values of the interested person transactions between the Company or its subsidiaries and any of its interested persons
during FY2016, are as follows:

Adgdredate value of all transactions Adgdredate value of all interested
during FY2016 (excluding transactions person transactions conducted under
less than $100,000 and transactions Shareholders Mandate pursuant to
Name of interested person and nature of conducted under Shareholders’ Rule 920 (excluding transactions
transaction Mandate pursuant to Rule 920) less than $100,000)
RMB’000 RMB’000
Rental expenses paid to Shandong Luzhou 1,550 -
Food Group Co., Ltd
Rental expenses paid to Shaanxi Xingping 2,100 -
Luzhou Sugar Products Co., Ltd
Rental expenses paid to Fushun Luzhou 250 -
Amylum Sudgar Products Co., Ltd.

Material Contracts and Loans

Pursuant to Rule 1207(8) of the SGX-ST Listing Manual, the Company confirms that except as disclosed in the Directors’ Statement
and Financial Statements and under “Interested Person Transactions” above, there were no other material contracts and loans of the
Company and its subsidiaries involving the interests of the CEO or any director or controlling shareholder, either still subsisting at the
end of FY2016 or if not then subsisting, which were entered into since the end of FY2015.
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DIRECTORS’
STATEMENT

The directors present their statement to the members together with the audited financial statements of the Group for the financial year
ended 31 December 2016 and the statement of financial position and changes in equity of the Company as at 31 December 2016.

1. Opinion of the directors

In the opinion of the directors,

(i) the consolidated financial statements of the Group and the statement of financial position and chandes in equity of the
Company are drawn up so as to give a true and fair view of the financial position of the Group and of the Company as
at 31 December 2016 and the financial performance, changdes in equity and cash flows of the Group and the chandes in
equity of the Company for the year ended on that date; and

(i) at the date of this statement there are reasonable grounds to believe that the Company will be able to pay its debts as
and when they fall due.

2. Directors

The directors of the Company in office at the date of this statement are:

Executive directors
Niu Ji Xing

Gao Zhong Fa

Wang De You

Independent non-executive directors
Kong Xiang Chao

Teoh Teik Kee

Ong Wei Jin

3. Arrangement to enable directors to acquire shares and debentures

Neither at the end of, nor at any time during the financial year, was the Company a party to any arrangement whose objects were,
or one of the objects was, to enable the directors of the Company to acquire benefits by means of the acquisition of shares in,
or debentures of, the Company or any other body corporate.
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4, Directors’ Interests in shares or debentures

According to the Redgister of Directors’ Shareholdings kept by the Company under Section 164 of the Singapore Companies
Act, Chapter 50 (the “Act”), the directors of the Company holding office at the end of the financial year in shares, debentures,
warrants and share options in the Company and in related corporations (other than wholly-owned subsidiaries) are as follows:

Direct interest Deemed interest
At beginning At end At beginning At end
of the of the of the of the
Name of director financial year  financial year financial year financial year
LUZHOU BIO-CHEM TECHNOLOGY LIMITED
(No. of ordinary shares)
Niu Ji Xing 5,850,000? 5,850,000@ 236,925,000  236,925,000%
Gao Zhong Fa 22,800,000 22,800,000 - -
Wang De You 15,150,000 15,150,000 - -
Teoh Teik Kee 187,500 187,500 - -
Ong Wei Jin 125,000 125,000 - -

@ These shares are held by Faith Corporate International Limited, a company incorporated in the British Virgin Islands, whose sole director and shareholder is the
Executive Chairman, Niu Ji Xind. These shares are registered in the name of Citibank Nominees Singapore Private Limited.

(@) The shares of Niu Ji Xing are registered in the name of Citibank Nominees Singapore Private Limited.

By virtue of Section 7 of the Act, Niu Ji Xing is deemed to have interests in all the subsidiaries of Luzhou Bio-chem Technology
Limited, at the beginning and at the end of the financial year.

Except as disclosed in this statement, no director who held office at the end of the financial year had interests in shares,
debentures, warrants or share options of the Company, or of related corporations, either at the beginning or at the end of the
financial year.

There were no changes in the above mentioned interests in the Company between the end of the financial year and at
21 January 2017.

5. Share options

There were no options granted by the Company or its subsidiaries during the financial year.

There were no shares issued during the financial year by virtue of the exercise of options to take up unissued shares of the
Company or its subsidiaries.

There were no unissued shares under option in the Company or its subsidiaries as at the end of the financial year.

LUZHOU BIO-CHEM TECHNOLOGY LIMITED Annual Report 2016
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6. Audit Committee

The Audit Committee of the Company comprises three independent directors and at the date of this statement are:

Teoh Teik Kee (Chairman)
Ong Wei Jin
Kong Xiang Chao

The Audit Committee has convened six meetings during the year with key management and the internal and external auditors
of the Company.

The Audit Commmittee carries out its functions in accordance with Section 201B(5) of the Act.

In performing those functions, the Audit Committee reviews:

()

(i)

(iii)

(iv)

(v)
(vi)

(vii)

(viii)
(ix)

the audit plan and results of the external audit, and the independence and objectivity of the external auditors, including
the review of the extent of non-audit services provided by the external auditors to the Group;

the audit plans of the internal auditors of the Group and their evaluation of the adequacy of the Group’s system of
internal accounting controls;

Group’s quarterly and annual financial statements and the external auditors’ report on the annual financial statements
of the Group and of the Company before their submission to the board of directors;

the quarterly, half-yearly and annual announcements as well as the related press releases on the results of the Group and
financial position of the Group and of the Company;

the adequacy of the Group’s risk management processes;

the Group’s compliance with ledal requirements and regulations, including the related compliance policies and
programmes and reports received from regulators, if any;

interested person transactions in accordance with SGX listing rules;
Nomination of external auditors and approval of their compensation; and

Submission of report of actions and minutes of the audit committee to the board of directors with any recommendations
as the audit committee deems appropriate.

The Audit Committee has recommended to the directors the nomination of Mazars LLP for re-appointment as external auditors
of the Group at the forthcoming Annual General Meeting of the Company.

The Audit Committee has full access to and has the co-operation of the management and has been given the resources required
for it to discharde its functions properly. It also has full discretion to invite any director and executive officer to attend its
meetings. The external and internal auditors have unrestricted access to the Audit Committee.
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7. Auditors

The auditors, Mazars LLP, have expressed their willingness to accept re-appointment.

On behalf of the directors

Niu Ji Xing Wang De You
Director Director
Singapore

28 March 2017
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TO THE MEMBERS OF LUZHOU BIO-CHEM TECHNOLOGY LIMITED

Report on the Audit of Financial Statements

Opinion

We have audited the financial statements of Luzhou Bio-chem Technology Limited (the “Company”) and its subsidiaries (the “Group”)
which comprise the statements of financial position of the Group and of the Company as at 31 December 2016, and the consolidated
statements of profit or loss and other comprehensive income, changes in equity and cash flows of the Group and the statement of

changes in equity of the Company for the financial year then ended, and notes to the financial statements, including a summary of
significant accounting policies.

In our opinion, the accompanying consolidated financial statements of the Group and the statement of financial position and the
statement of chandes in equity of the Company are properly drawn up in accordance with the provisions of the Companies Act, Chapter
50 (the “Act”) and Financial Reporting Standards in Singapore (“FRSs”) so as to give a true and fair view of the financial position of the
Group and of the Company as at 31 December 2016 and of the financial performance, chandes in equity and cash flows of the Group
and chandes in equity of the Company for the financial year ended on that date.

Basis of Opinion

We conducted our audit in accordance with Singapore Standards on Auditing (“SSAs”). Our responsibilities under those standards are
further described in the Auditors’ Responsibilities for the Audit of the Financial Statements section of our report. We are independent
of the Group in accordance with the Accounting and Corporate Redulatory Authority (“ACRA”) Code of Professional Conduct and Ethics
for Public Accountants and Accounting Entities (“ACRA code”) together with the ethical requirements that are relevant to our audit of
the financial statements in Singapore, and we have fulfilled our other ethical responsibilities in accordance with these requirements
and the ACRA code. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis of our opinion.

Overview

We designed our audit by determining materiality and assessing the risks of material
misstatement in the financial statements.

As in all our audits, we exercised our professional judgement in determining our materiality,
which was also affected by our perception of the financial information needs of the users of
the financial statements, being the magnitude of misstatement in the financial statements
that makes it probable for a reasonably knowleddeable person to chande or be influenced
in his economic decision.

Scope of
Audit
For the audit of the current year’s financial statements, we identified 5 significant components

which required a full scope audit of their financial information. In addition, we have also

performed audit of specific account balances and review of financial information for the A;ggﬁsof

remaining non-significant components.
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Overview (Cont’d)

The 5 significant components were audited by Mazars Shanghai, China (the “component auditors”) as component auditors under our
instructions. We determined the component materiality and our level of involvement in their audit necessary for us, in our professional
judgement, to obtain sufficient appropriate audit evidence as a basis for our opinion on the Group’s financial statements as a whole
which include but are not limited to the following:

- Issuance of a set of comprehensive group audit instructions to the “component auditors” to inform them about salient matters
such as the component materiality thresholds, risks of material misstatements identified at the Group level, specific audit
procedures, reporting deliverables and the necessity of timely communication to us of matters that could have a material
impact on the Group’s operations and financials;

- Review of the audit plans of significant components prepared by the component auditors and where deemed necessary, dictated
additional audit procedures to be performed by them;

- On-site review of audit working files prepared by the component auditors relating to the Group’s significant components;

- Holding of teleconferences with the component auditors, as and when deemed necessary during the course of audit, to discuss
about matters, including the audit approach and any other significant matters;

- Holding of closing meetings with the Group finance team of significant components, including the Chief Financial Controller,
and the corresponding component auditors to resolve issues and matters;

- Provision of regular updates to the Group’s management about the progress of the Group audit and, as and when deemed
necessary, any significant accounting and audit issues we encountered during the course of the Group audit such that these
issues can be resolved on a timely basis to facilitate the prodress of the audit; and

- Site-visit to certain factories of the Group’s significant components.
We focused our resources and effort on areas which were assessed to have higher risks of material misstatements, including areas

which involved significant judgements and estimates to be made by directors. We will elaborate on the salient areas in the key audit
matters below.

LUZHOU BIO-CHEM TECHNOLOGY LIMITED Annual Report 2016
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Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the financial statements
of the current period. These matters include the salient areas of focus in our audit and do not represent all the risks identified by our audit.
These matters were addressed in the context of our audit of the financial statements as a whole, and in forming our opinion thereon,

and we do not provide a separate opinion on these matters.

Matter

Compensation income in relation to relocation of factory and
office building in Luzhou Bio-chem Technology (Shandong)
Co., Ltd (“Luzhou Shandong”)

(refer to Note 5 to the financial statements)

In 2015, the Group was requested by the local government of
Shangdong Province (the “Local Government”) to relocate the
factory of its wholly-owned subsidiary, Luzhou Shandong, together
with the Group’s headquarters, comprising an office building,
(collectively known as “the Premises”) by 2016.

The Premises sat on a parcel of land belonging to Shandong
Luzhou Food Group Co., Ltd. (“Luzhou Food”), an associate of Niu
Ji Xing, the Company’s Executive Chairman and Chief Executive
Officer, and was leased by Luzhou Shandong from Luzhou Food.

The Llocal Government agreed to compensate an aggdregate
amount of approximately RMB132.42 million to Luzhou
Shandong and Luzhou Food for the relocation of the Premises and
the aforementioned parcel of land, with RMB 67.69 million and
RMB 64.73 million awarded to each party respectively.

The allocation was based on a valuation report issued by
a professional firm (the “Valuer”) appointed by the Local
Government (the “Valuation Report”) on 17 October 2015 and a
tripartite agreement entered into by the Local Government, Luzhou
Food and Luzhou Shandong (the “Compensation Agreement”) on
28 September 2016.

The relocation was completed in December 2016 and the
compensation income of RMB 67.69 million was recognised in
profit or loss for the financial year ended 31 December 2016 by
the Group.

We focused on this area because of the significance of the
transaction.

Audit response

We reviewed the Compensation Adgreement for the terms and
conditions to ascertain the appropriateness of the accounting
treatment of the compensation income with reference to FRS 20,
Accounting for Government Grants and Disclosure of Government
assistance.

We reviewed the independence, objectivity and competence
of the Valuer and evaluated the Valuation Report to assess the
appropriateness of the allocation method used in the Valuation
Report with reference to the Compensation Agreement.

We performed on-site observation of the status of the relocation
during November 2016 and subsequently inspected the letter
dated 28 December 2016 issued by the Local Government to
confirm the completion of the relocation exercise.
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Key Audit Matters (Cont’d)

Matter

Impairment of property, plant and equipment (“PPE”)
(refer to Note 11 (i) to the financial statements)

As at 31 December 2016, the carrying value of PPE held by
the Group was RMB656.87 million, after taking up cumulative
impairment losses of RMB142.5 million.

The Group continued to operate under challenging conditions
in China during 2016, resulting in certain cash generating units
incurring consecutive losses. These conditions may have an
adverse impact on the recoverable amount of the affected PPE.

Management assessed as of 31 December 2016 for any significant
changes in the recoverable amount of the PPE which will result in
impairment losses to be made or reversal of impairment losses
for the financial year then ended.

We focused on this area because the determination of the
recoverable amount of the PPE involved significant judgement and
estimates by the directors who considered the reasonableness of
the following, where applicable, during their assessment:

« Internal cash flows used in calculating the value-in-use;

« Discount rate and the long-term drowth rate used in
calculating the value-in-use; and

» Assumptions used in the valuation prepared by third party
valuers (the “Valuers”) endaged by management to support
the fair value of the PPE.

Audit response

Our audit procedures, were focused on evaluating and challenging
the bases, key estimates and key assumptions used by the
manadement in their calculation of the value-in-use and the
Valuers in determination the fair value of the PPE respectively,
included but were not limited to the following;:

e Assessing the reasonableness of the five year cash flow
forecast used in the calculation of the value-in-use,
by obtaining an understanding of the applicable key controls
and processes put in place by management to derive the
figures, and comparing the forecast;

» (Challenging the key assumptions used by management in the
calculation of the value-in-use, which included the discount
rate, with reference to the weighted average cost of capital
obtained from independent sources and other inputs; and the
long-term growth rate;

« Assessing the independence, objectivity and professional
competence of the Valuers appointed by the Group;

« Assessing the appropriateness of the valuation approach used
by the Valuers and challenging the assumptions used by the
Valuers in their determination of the fair value of the PPE,
where applicable; and

« Assessing and validating the adequacy and appropriateness
of the corresponding disclosures made in the financial
statements.
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Key Audit Matters (Cont’d)

Matter

Allowance for doubtful debts of trade receivables
(refer to Note 15 to the financial statements)

During 2016, the Group experienced significant delays in
collection from certain trade receivables, as disclosed in Note
30 to the financial statements. Accordingly, we focused on the
recoverability of the trade receivables.

Management follows the duidance of FRS 39, Financial
Instruments: Recognition and Measurement (“FRS 39”) in
determining the impairment of the trade receivables. Such
determination requires certain level of judgement and estimates
as management assessed for the existence of objective evidence
of impairment for individually significant trade receivables
and collectively significant trade receivables which are not
individually significant.

Management considered, among other factors, the following in
their assessment of impairment of the trade receivables:

« Forindividually significant trade receivables, factors including
any adverse changes in the industry conditions, any adverse
news of the customer’s financial condition, any unusual or
irregular collection trend with reference to the customer’s
historical payment records, that will affect the recoverability
of the receivables; and

« For collectively significant trade receivables which are not
individually significant, the historical loss experience for
receivables with similar credit risk characteristics.

« The methodology and assumptions used by management
in estimating potential impairment losses are reviewed
regularly to reduce any differences between loss estimates
and actual loss experience.

Audit response

Our audit procedures which were focused on evaluating and
challenging key estimates used by management in assessing the
impairment of trade receivables included, but were not limited
to, the following:

- Qbtaining an understanding and assessing the relevance and
appropriateness of the key controls and processes put in place
by management to assess trade receivables for impairment
losses;

« Reviewing and challenging the information used by
manadement to estimate the allowance for doubtful trade
receivables, with reference to the recent cash collection
performance as opposed to historical payment trends of
individually significant customers and collectively significant
customers; and

« Reviewing the nature of the ongoing business relationships
and latest correspondences with the customers on the status
of the outstanding receivables.
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Key Audit Matters (Cont’d)

Matter

Cash and bank balances
(refer to Note 17 to the financial statements)

Cash at bank was highlighted as one of the key risk areas in the
Audit Practice Bulletin No. 1 of 2009 Audit considerations in the
current economic environment issued by the Accounting and
Corporate Regulatory Authority of Singapore in 2009 when there
was a downturn in the economic environment.

We focused on this area in consideration of the continued volatility
in the current economic environment and the significance of the
cash and bank balances recorded by the Group as of 31 December
2016.

Audit response

Our audit procedures included, but were not limited to,
the following;:

We performed bank confirmation circularisation and the
circularisation process was controlled by us. RMB170.0 million
or 56% of the bank balances as at 31 December 2016 was
confirmed via written bank confirmations which were sent
and received directly via courier service.

RMB131.0 millionor 44% of the bank balances were confirmed
via bank confirmations which was sent and obtained by hand
by our audit team. The remainder was petty cash amounting
to RMBO0.2 million as of 31 December 2016.

All bank balances in the bank confirmations agreed to the
accounting records. Where applicable, we reviewed the bank
reconciliations prepared by management.

Other information

Management is responsible for the other information. The other information comprises the information included in the annual report,
other than the financial statements and the independent auditors’ report thereon, which we obtained prior to the date of this report.

Our opinion on the financial statements does not cover the other information and we do not and will not express any form of assurance

conclusion thereon.

In connection with our audit of the financial statements our responsibility is to read the other information identified above and, in doing
so, consider whether the other information is materially inconsistent with the financial statements or our knowledde obtained in the

audit, or otherwise appears to be materially misstated.

If, based on the work we have performed on the other information that we obtained prior to the date of this report, we conclude that
there is a material misstatement of this other information, we are required to report that fact. We have nothing to report in this regard.

LUZHOU BIO-CHEM TECHNOLOGY LIMITED Annual Report 2016
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INDEPENDENT
AUDITORS’ REPORT

TO THE MEMBERS OF LUZHOU BIO-CHEM TECHNOLOGY LIMITED

Responsibilities of Management and Directors for the Financial Statements

Management is responsible for the preparation of financial statements that dive a true and fair view in accordance with the provisions of
the Act and FRSs, and for devising and maintaining a system of internal accounting controls sufficient to provide reasonable assurance
that assets are safequarded against loss from unauthorised use or disposition; and transactions are properly authorised and that they
are recorded as necessary to permit the preparation of true and fair financial statements and to maintain accountability of assets.

In preparing the financial statements, management is responsible for assessing the Group’s ability to continue as a going concern,
disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless management either
intends to liquidate the Group or to cease operations, or has no realistic alternative but to do so.

The director’s responsibilities include overseeing the Group’s financial reporting process.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement,
whether due to fraud or error, and to issue an auditors’ report that includes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with SSAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with SSAs, we exercise professional judgement and maintain professional scepticism throughout the
audit. We also:

. Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design and
perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, fordery, intentional omissions, misrepresentations, or the override of internal control.

. Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Group’s internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures
made by management.

. Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on
the Group’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditors’ report. However,
future events or conditions may cause the Group to cease to continue as a going concern.

. Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and whether the
financial statements represent the underlying transactions and events in a manner that achieves fair presentation.

. Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within the
Group to express an opinion on the consolidated financial statements. We are responsible for the direction, supervision and
performance of the Group audit. We remain solely responsible for our audit opinion.
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We communicate with the directors regarding, among other matters, the planned scope and timing of the audit and significant audit
findings, including any significant deficiencies in internal control that we identify during our audit.

We also provide the directors with a statement that we have complied with relevant ethical requirements regarding independence,
and to communicate with them all relationships and other matters that may reasonably be thought to bear on our independence,
and where applicable, related safeguards.

From the matters communicated with the directors, we determine those matters that were of most significance in the audit of the
financial statements of the current period and are therefore the key audit matters. We describe these matters in our auditors’ report
unless law or regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we determine that
a matter should not be communicated in our report because the adverse consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

Report on Other Ledal and Redgulatory Requirements

In our opinion, the accounting and other records required by the Act to be kept by the Company have been properly kept in accordance
with the provisions of the Act.

The engadgement partner on the audit resulting in this independent auditors’ report is Tan Chee Tyan.

MAZARS LLP
Public Accountants and
Chartered Accountants

Singapore
28 March 2017
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

Note 2016 2015
RMB’000 RMB’000

Revenue 4 1,921,780 2,431,436
Cost of sales (1,709,407) (2,167,930)
Gross profit 212,373 263,506
Other item of income
Other operating income 5 103,708 38,635
Other items of expenses
Selling and distribution expenses (102,228) (107,135)
Administrative expenses (107,606) (96,703)
Other operating expenses (36,882) (2,129)
Finance expenses 6 (50,497) (60,207)
Profit before taxation 7 18,868 35,967
Income tax expense 9 (4,989) (7,586)
Profit for the financial year, representing

total comprehensive income for the financial year 13,879 28,381
Attributable to:
Owners of the Company 13,879 28,381
Profit per share attributable to the owners of the Company

(RMB cents per share):
Basic and diluted 10 2.3 6.3

The accompanying notes form an integral part of and should be read in conjunction with these financial statements.
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STATEMENTS OF FINANCIAL POSITION

AS AT 31 DECEMBER 2016

Group Company
Note 2016 2015 2016 2015

RMB’000 RMB’000 RMB’000 RMB’000
Non-current assets
Property, plant and equipment 11 () 656,874 647,968 - -
Land use rights 11 (ii) 44,744 45,766 - -
Available-for-sale investments 12 2,060 - - -
Investments in subsidiaries 13 - - 372,654 372,654

703,678 693,734 372,654 372,654
Current assets
Inventories 14 175,554 198,227 - -
Trade receivables 15 184,653 183,895 - -
Other receivables, deposits and prepayments 16 117,199 42,175 10,786 10,786
Amount owing by a related party 20 950 - - -
Cash and cash equivalents 17 301,172 166,919 5,376 16,613

779,528 591,216 16,162 27,399
Total assets 1,483,206 1,284,950 388,816 400,053
Equity attributable to owners of the Company
Share capital 18 308,723 308,723 308,723 308,723
Statutory reserve 19 91,380 90,893 - -
Accumulated (losses)/profits (265,379) (273,112) 69,141 82,022
Total equity 134,724 126,504 377,864 390,745
Non-current liabilities
Interest-bearing liabilities 21 640,000 562,400 - -
Deferred income 22 37,212 34,874 - -
Deferred taxation 23 589 589 - -

677,801 597,863 - -
Current liabilities
Trade payables 24 233,954 208,172 - -
Other payables 25 98,715 77,890 979 950
Deferred income 22 6,201 6,248 - -
Amount owing to a related party 20 1,550 525 - -
Amount owing to subsidiaries 20 - - 9,973 8,358
Interest-bearing liabilities 21 330,000 265,000 - -
Income tax payable 261 2,748 - -

670,681 560,583 10,952 9,308
Total liabilities 1,348,482 1,158,446 10,952 9,308
Total equity and liabilities 1,483,206 1,284,950 388,816 400,053

The accompanying notes form an integral part of and should be read in conjunction with these financial statements.
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STATEMENTS OF CHANGES IN EQUITY

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

Share Statutory Accumulated
capital reserve losses Total
RMB’000 RMB’000 RMB’000 RMB’000
Group
At 1 January 2015 282,820 90,893 (301,493) 72,220
Profit or loss, representing total comprehensive
income for the financial year - - 28,381 28,381
Issue of shares (Note 18) 25,903 - - 25,903
At 31 December 2015 308,723 90,893 (273,112) 126,504
Profit or loss, representing total comprehensive
income for the financial year - - 13,879 13,879
Transfer to statutory reserves - 487 (487) -
Dividends (Note 26) - - (5,659) (5,659)
At 31 December 2016 308,723 91,380 (265,379) 134,724
Share Accumulated
capital profits Total
RMB’000 RMB’000 RMB’000
Company
At 1 January 2015 282,820 88,687 371,507
Profit or loss, representing total comprehensive loss
for the financial year - (6,665) (6,665)
Issue of shares (Note 18) 25,903 - 25,903
At 31 December 2015 308,723 82,022 390,745
Profit or loss, representing total comprehensive loss
for the financial year - (7,222) (7,222)
Dividends (Note 26) - (5,659) (5,659)
At 31 December 2016 308,723 69,141 377,864

The accompanying notes form an integral part of and should be read in conjunction with these financial statements.
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CONSOLIDATED
STATEMENT OF CASH FLOWS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

Operating activities

Profit before taxation

Adjustments for:
Depreciation of property, plant and equipment
Amortisation of land use rights
Amortisation of government grant
Loss/(Gain) on disposal of property, plant and equipment, net
Interest expense
Interest income
Reversal of write-down of inventories
Allowance for doubtful trade and other receivables
Reversal of allowances for doubtful trade receivables
Foreign currencies exchange gain, net

Operating cash flows before movements in working capital

Movements in working capital

Inventories

Trade receivables

Other receivables, deposits and prepayments
Amount owing by a related party

Trade payables

Other payables

Amount owing to a related party

Cash generated from operations
Income taxes paid

Net cash generated from operating activities

Investing activities

Purchase of property, plant and equipment

Purchase of land use rights

Purchase of available-for-sale investment

Proceeds from disposal of property, plant and equipment
Interest income received

Proceeds from government grants

Net cash used in investing activities

Financing activities

Proceeds from issue of shares

Issuing expense paid

Payment of dividend

Interest expense paid

Net increase in pledged cash deposits

Repayment of interest-free loans from a director
Proceeds from interest-bearing loans and borrowings
Repayment of interest-bearing loans and borrowings

Net cash denerated from/(used in) financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of financial year

Cash and cash equivalents at end of financial year

Note 2016 2015
RMB’000 RMB’000
18,868 35,967
11(3) 76,385 79,175
1) 1,069 1,068
22 (7,878) (6,122)
25,188 (849)
6 50,497 60,207
5 (2,808) (3,848)
14 (1,511) (1,485)
15816 5,076 136
15 - (20)
- (815)
164,886 163,414
24,184 42,152
(5,656) (4,657)
(75,202) (13,903)
(950) -
25,782 (9,248)
20,825 (23,396)
1,025 (300)
154,894 154,062
(7,476) (3,952)
147,418 150,110
11() (122,921) (42,113)
1) (47) -
(2,060) -
12,442 7,786
2,808 3,848
10,169 -
(99,609) (30,479)
- 26,806
- (903)
(5,659) -
(50,497) (60,207)
(61,000) (81,000)
- (9,026)
1,373,000 1,341,400
(1,230,400)  (1,305,400)
25,444 (88,330)
73,253 31,301
81,919 50,618
17 155,172 81,919

The accompanying notes form an integral part of and should be read in conjunction with these financial statements.
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NOTES TO THE
FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

These notes form an integral part of and should be read in conjunction with these financial statements.

General

Luzhou Bio-chem Technology Limited (the “Company”) (Redistration Number: 200412523N) is incorporated in Singapore and
has its redistered office at 18 Cross Street, #07-11 China Square Central, Singapore 048423. The Company was admitted to
the Mainboard of the Sindapore Exchande Securities Trading Limited on 24 February 2006. The Company’s principal place of
business is at 8 Burn Road, #07-09 Trivex, Singapore 369977.

The principal activity of the Company is that of an investment holding. The principal activities of the subsidiaries are set out in
Note 13.

The consolidated financial statements relate to the Company and its subsidiaries (referred to as the “Group”).

The consolidated financial statements of the Group and the statement of financial position and statement of changes in equity
of the Company for the financial year ended 31 December 2016 were authorised for issue by the board of directors on 28 March
2017.

Summary of significant accounting policies
Basis of preparation

The financial statements of the Group and statement of financial position and statement of changes in equity of the Company
have been drawn up in accordance with the provisions of the Singapore Companies Act, Chapter 50 and Sindapore Financial
Reporting Standards (“FRS”) including related Interpretations of FRS (“INT FRS”) and are prepared on the historical cost basis,
except as disclosed in the accounting policies below.

The individual financial statements of each Group entity are measured and presented in the currency of the primary economic
environment in which the entity operates (its functional currency). The consolidated financial statements of the Group and the
statement of financial position and statement of chandes in equity of the Company are presented in Renminbi (“RMB”) which
is also the functional currency of the Company, and all values presented are rounded to the nearest thousand (“RMB’000”),
unless otherwise indicated.

In the current financial year, the Group has adopted all the new and revised FRS and INT FRS that are relevant to its operations
and effective for the current financial year. The adoption of these new/revised FRS and INT FRS did not result in changes to the
Group’s accounting policies and has no material effect on the amounts reported for the current or prior years.
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NOTES TO THE
FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

Summary of significant accounting policies (Cont’d)

Basis of preparation (Cont’d)
FRS and INT FRS issued but not yet effective

At the date of authorisation of these financial statements, the following FRS and INT FRS that are relevant to the Group were
issued but not yet effective:

FRS 7
FRS 12

FRS 40
FRS 102

FRS 104

FRS 109
FRS 110, FRS 28

FRS 115
FRS 115
FRS 115

FRS 116
Various
INT FRS 122

Amendments to FRS 7: Disclosure Initiative

Amendments to FRS 12: Recognition of Deferred Tax Assets
for Unrealised Losses

Amendments to FRS 40: Transfers of Investment Property

Amendments to FRS 102: Classification and Measurement of
Share-based Payment Transactions

Amendments to FRS 104: Applying FRS 109 Financial Instruments
with FRS 104 Insurance Contracts

Financial Instruments

Amendments to FRS 110 and FRS 28: Sale or Contribution of Assets
between an Investor and its Associate or Joint Venture

Revenue from Contracts with Customers
Amendments to FRS 115: Effective Date of FRS 115

Amendments to FRS 115: Clarifications to
FRS 115 Revenue from Contracts with Customers

Leases
Improvements to FRSs (December 2016)

Foreign Currency Transactions and Advance Consideration

Effective date
(annual periods
bedinning on or after)

1 January 2017

1 January 2017
1 January 2018

1 January 2018

1 January 2018
1 January 2018

To be determined
1 January 2018
1 January 2018

1 January 2018
1 January 2019

Various
1 January 2018

Consequential amendments were also made to various standards as a result of these new/revised standards.

The Group and the Company have not early adopted any of the above new/revised standards, interpretations and amendments
to the existing standards in the financial year ended 31 December 2016. Management is in the process of making an assessment
of their impact and is not yet in a position to state whether any substantial chandes to the Group’s and the Company’s significant
accounting policies and presentation of the financial information will result.
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NOTES TO THE
FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

Summary of significant accounting policies (Cont’d)
Basis of preparation (Cont’d)
FRS 109 Financial Instruments

FRS 109 supersedes FRS 39 Financial Instruments: Recognition and Measurement with new requirements for the classification
and measurement of financial assets and liabilities, impairment of financial assets and hedge accounting.

Financial assets are classified into financial assets measured at (i) fair value through profit or loss; (ii) amortised cost;
or (iii) fair value through other comprehensive income, depending on the entity’s business model for managing the financial
assets and the contractual cash flow characteristics of the financial assets, or as otherwise designated as such upon initial
recognition, if allowed.

Fair value dains or losses will be recognised in profit or loss except for certain equity investments, for which the entity will have
a choice to recognise the gains and losses in other comprehensive income if the financial assets are measured at fair value
through other comprehensive income.

There have been no changes in the de-recognition requirements of financial assets and liabilities, nor the recognition, classification
and measurement requirements for financial liabilities from FRS 39, except for financial liabilities that are designated at fair
value through profit or loss, where the amount of chande in fair value attributable to change in credit risk of that liability is
recognised in other comprehensive income unless that would create or enlarge an accounting mismatch.

A new forward-looking impairment model based on expected credit losses, which replaces the incurred loss model in FRS 39,
determines the recognition of impairment provisions as well as interest revenue. An entity will recognise (at a minimum of)
12 months of expected credit losses in profit or loss for financial assets measured at amortised cost or fair value through other
comprehensive income, unless in the circumstance when there is a significant increase in credit risk after initial recognition
which requires the entity to recognise lifetime expected credit losses on the affected assets.

The Group is still assessing the potential impact of FRS 109 on its financial statements in the initial year of adoption.

FRS 115 Revenue from Contracts with Customers

FRS 115 supersedes FRS 11 Construction Contracts, FRS 18 Revenue, INT FRS 113 Customer Loyalty Programmes, INT FRS 115
Agreements for the Construction of Real Estate, INT FRS 118 Transfers of Assets from Customers and INT FRS 31 Revenue —
Barter Transactions Involving Advertising Services to report useful information about the nature, amount, timing and uncertainty
of revenue and cash flows arising from a contract with a customer.

Entities are required to adopt a five-step model which requires (i) their identification of the contract; (ii) their identification of
the performance oblidations in the contract; (iii) the determination of the transaction price; (iv) allocation of the transaction

price; and (v) recognition of revenue when (i.e. at a point in time) or as (i.e. over time) each performance obligation is satisfied.

The core principle is that an entity recognises revenue to depict the transfer of promised goods or services to customers in an
amount that reflects the consideration which the entity expects to be entitled in exchangde for those goods or services.

The Group is still assessing the potential impact of FRS 115 on its financial statements in the initial year of adoption.
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NOTES TO THE
FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

2.2

Summary of significant accounting policies (Cont’d)
Basis of preparation (Cont’d)
FRS 116 Leases

FRS 116 supersedes FRS 17 Lease, INT FRS 104 Determining whether an Arrangement contains a Lease, INT FRS 15 Operating
Leases — Incentives, and INT FRS 27 Evaluating the Substance of Transactions Involving the Legal Form of a Lease to set out the
principles for the recognition, measurement, presentation and disclosure of leases. The changes introduced by FRS 116 will
primarily affect the financial statements of the lessees.

FRS 116 requires, with limited exceptions, the lessee to recognise, at initial recognition, lease liabilities, measured at the
present value of lease payments that are not paid as of that date to reflect the present value of the future lease payments, and
right-of-use assets at cost, comprising elements including the amount of the initial measurement of the lease liabilities, initial
direct costs incurred by the lessee and estimates of other contracted costs to be incurred by the lessee, for its lease contracts.
Leases of “low-value” assets and qualifying short term leases entered into by lessees can be exempted from the new recognition
criteria.

The Group is still assessing the potential impact of FRS 116 on its financial statements in the initial year of adoption.

Basis of consolidation

The financial statements of the Group comprise the financial statements of the Company and its subsidiaries. Subsidiaries are
entities (including special purposes entities) (i) over which the Group has the power and the Group is (ii) able to use such power
to (iii) affect the exposure, or rights, to variable returns from through its involvement with them.

The Group reassesses whether it controls the subsidiaries if facts and circumstances indicate that there are changes to the one
or more of the three elements of control.

When the Group has less than a majority of the voting rights of an investee, it still has power over the investee when the voting
rights are sufficient, after considering all relevant facts and circumstances, to give it the practical ability to direct the relevant
activities of the investee unilaterally. The Group considers, among others, the extent of its voting rights relative to the size and
dispersion of holdings of the other vote holders, currently exercisable substantive potential voting rights held by all parties,
rights arising from contractual arrangements and voting patterns at previous shareholders’ meetings.

Subsidiaries are consolidated from the date on which control is transferred to the Group up to the effective date on which control
ceases, as appropriate.

Intra-group balances, transactions, income and expenses are eliminated on consolidation.

The financial statements of the subsidiaries used in the preparation of the financial statements are prepared for the same
reporting date as that of the Company. Where necessary, accounting policies of subsidiaries have been changed to ensure
consistency with the policies adopted by the Group.

Non-controlling interests are identified separately from the Group’s equity therein. On an acquisition-by-acquisition basis,
non-controlling interests may be initially measured either at fair value or at their proportionate share of the fair value of the
acquiree’s identifiable net assets. Subsequent to acquisition, the carrying amount of non-controlling interests is the amount
of those interests at initial recognition plus the non-controlling interests’ share of subsequent changes in equity. Losses in
the subsidiaries are attributed to non-controlling interests even if this results in the non-controlling interests having a deficit
balance.
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2.3

Summary of significant accounting policies (Cont’d)
Basis of consolidation (Cont’d)

Changes in the Group’s interest in a subsidiary that do not result in a loss of control are accounted for as equity transactions.
Any differences between the amount by which the non-controlling interests are adjusted to reflect the changes in the relative
interests in the subsidiary and the fair value of the consideration paid or received is recognised directly in equity and attributed
to the owners of the Company.

When the Group loses control over a subsidiary, the profit or loss on disposal is calculated as the difference between (i) the
aggredate of the fair value of the consideration received and the fair value of any retained interest and (ii) the previous carrying
amount of the assets (including goodwill), and liabilities of the subsidiary and any non-controlling interests. Amounts previously
recognised in other comprehensive income in relation to the subsidiary are accounted for (i.e. reclassified to profit or loss or
transferred directly to retained earnings) in the same manner as would be required if the relevant assets or liabilities were
disposed of. The fair value of any investments retained in the former subsidiary at the date when control is lost is regarded as the
fair value on initial recognition for subsequent accounting under FRS 39 Financial Instruments: Recognition and Measurement.

Investments in subsidiaries are carried at cost less any impairment loss that has been recognised in profit or loss.

Business combinations

Business combinations from 1 January 2010

The acquisition of subsidiaries is accounted for using the acquisition method. The cost of the acquisition is measured at the
agdredate of the fair values, at the date of exchange, of assets given, liabilities incurred or assumed, and equity instruments
issued by the Group in exchangde for control of the acquiree. Acquisition-related costs are recognised in profit or loss as incurred.

The acquiree’s identifiable assets, liabilities and contingent liabilities that meet the conditions for recognition under FRS 103
Business Combinations (“FRS 103”) are recognised at their fair values at the acquisition date, except for non-current assets
(or disposal dgroups) that are classified as held-for-sale in accordance with FRS 105 Non-Current Assets Held for Sale and
Discontinued Operations (“FRS 105”), which are recognised and measured at the lower of cost and fair value less costs to sell.

Where a business combination is achieved in stages, the Group’s previously held interests in the acquired entity are remeasured
to fair value at the acquisition date (i.e. the date the Group attains control) and the resulting gain or loss, if any, is recognised in
profit or loss. Amounts arising from interests in the acquiree prior to the acquisition date that have previously been recognised
in other comprehensive income are reclassified to profit or loss, where such treatment would be appropriate if that interest were
disposed of.
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Summary of significant accounting policies (Cont’d)
Business combinations (Cont’d)

Business combinations from 1 January 2010 (Cont’d)

The acquiree’s identifiable assets, liabilities and contingent liabilities that meet the conditions for recognition under FRS 103
are recognised at their fair value at the acquisition date, except that:

. deferred tax assets or liabilities and liabilities or assets related to employee benefit arrangements are recognised and
measured in accordance with FRS 12 Income Taxes and FRS 19 Employee Benefits respectively;

. liabilities or equity instruments related to the replacement by the Group of an acquiree’s share-based payment awards
are measured in accordance with FRS 102 Share-based Payment; and

. assets (or disposal groups) that are classified as held-for-sale in accordance with FRS 105 are measured in accordance
with that Standard.

If the initial accounting for a business combination is incomplete by the end of the reporting period in which the combination
occurs, the Group reports provisional amounts for the items for which the accounting is incomplete. Those provisional amounts
are adjusted during the measurement period (see below), or additional assets or liabilities are recognised, to reflect new
information obtained about facts and circumstances that existed as of the acquisition date that, if known, would have affected
the amounts recognised as of that date.

The measurement period is the period from the date of acquisition to the date the Group obtains complete information about
facts and circumstances that existed as of the acquisition date, and is subject to a maximum of one year.

Goodwill arising on acquisition is recognised as an asset at the acquisition date and initially measured at cost, being the excess
of the sum of the consideration transferred, the amount of any non-controlling interest in the acquiree and the fair value of
the acquirer previously held equity interest (if any) in the entity over net acquisition-date fair value amounts of the identifiable
assets acquired and the liabilities assumed.

If, after reassessment, the Group’s interest in the net fair value of the acquiree’s identifiable net assets exceeds the sum of
the consideration transferred, the amount of any non-controlling interest in the acquiree and the fair value of the acquirer’s
previously held equity interest in the acquiree (if any), the excess is recognised immediately in profit or loss as a bardain
purchase gain.
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FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

Summary of significant accounting policies (Cont’d)
Business combinations (Cont’d)

Business combinations before 1 January 2010

In comparison to the above mentioned requirements, the following differences applied:

Business combinations were accounted for by applying the purchase method. Transaction costs directly attributable to the
acquisition formed part of the acquisition costs. The non-controlling interest (formerly known as minority interest) was measured
at the proportionate share of the acquiree’s identifiable net assets.

Business combinations achieved in stages were accounted for as step acquisitions. Adjustments to those fair values relating to
previously held interests were treated as a revaluation and recognised in equity.

When the Group acquired a business, embedded derivatives separated from the host contract by the acquiree were not reassessed
on acquisition unless the business combination resulted in a chande in the terms of the contract that significantly modified the
cash flows that would otherwise be required under the contract.

Contingent consideration was recognised if, and only if, the Group had a present obligation, the economic outflow was probable
and a reliable estimate was determinable. Subsequent measurements to the contingent consideration affected goodwill.

Certain of the above-mentioned requirements on application from 1 January 2010 were applied on a prospective basis.
The following differences, however, are carried forward in certain instances from the previous basis of consolidation:

- Acquisition of non-controlling interests, prior to 1 January 2010, were accounted for using the parent entity extension
method, whereby, the difference between the consideration and the book value of the share of the net assets acquired
were recognised in goodwill.

- Losses incurred by the Group were attributed to the non-controlling interest until the balance was reduced to nil.
Any further losses were attributed to the Group, unless the non-controlling interest had a binding obligation to cover
these. Losses prior to 1 January 2010 were not reallocated between non-controlling interest and the owners of the
Company.

- Upon loss of control, the Group accounted for the investment retained at its proportionate share of net asset value at the
date control was lost. The carrying value of such investments as at 1 January 2010 have not been restated.
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2.5

2.6

Summary of significant accounting policies (Cont’d)
Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the revenue can
be reliably measured, regardless of when the payment is made. Revenue is measured at the fair value of consideration received
or receivable, taking into account contractually defined terms of payment and excluding taxes or duty. The Group assesses its
revenue arrangement to determine if it is acting as principal or agent. The Group has concluded that it is acting as a principal
in all of its revenue arrangements. The following specific recognition criteria must also be met before revenue is recognised:

(i) Sale of goods

Revenue from the sale of doods is recognised when the Group has transferred to the buyer the significant risks and
rewards of ownership of the goods; retains neither continuing managerial involvement to the degree usually associated
with ownership nor effective control over the goods sold; is able to reliably measure the amount of revenue and the
costs incurred or to be incurred in respect of the transaction; and assesses that it is probable for the economic benefits
associated with the transaction to flow to the entity.

(ii) Interest income

Interest income is recognised on a time-apportioned basis using effective interest method.

(iii)  Dividend income

Dividend income from investments is recognised when the shareholders’ rights to receive payment have been established.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are assets that
necessarily take a substantial period of time to get ready for their intended use or sale, are added to the cost of those assets,
until such time as the assets are substantially ready for their intended use or sale. Borrowing costs on general borrowings
are capitalised by applying a capitalisation rate to construction or development expenditures that are financed by deneral
borrowings. Investment income earned on the temporary investment of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.

Employee benefits

The Group participates in the national pension schemes as defined by the laws of the People’s Republic of China (“PRC”).
Subsidiaries incorporated in the PRC are required to provide staff pension benefits to their employees under existing PRC
legislation. These subsidiaries are required to contribute a certain percentage of their payroll costs to the pension scheme
to fund the benefits. The pension funds are managed by government agencies, which are responsible for paying pensions to
the retired employees. Contributions under the pension scheme are charged to the profit or loss as they become payable in
accordance with the rules of the pension scheme.

The Group makes contributions to the Central Provident Fund scheme in Sindapore, a defined contribution pension scheme.

Contributions to defined contribution pension schemes are recognised as an expense in the period in which the related service
is performed.
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Summary of significant accounting policies (Cont’d)
Income tax

Income tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit as reported profit or loss
because it excludes items of income or expense that are taxable or deductible in other years and it further excludes items that
are not taxable or tax deductible. The Group’s liability for current tax is calculated using tax rates (and tax laws) that have been
enacted or substantively enacted in countries where the Company and subsidiaries operate by the end of the financial year.

Deferred tax is recognised on the differences between the carrying amounts of assets and liabilities in the financial statements
and the corresponding tax bases used in the computation of taxable profit, and are accounted for using the liability method.
Deferred tax liabilities are generally recognised for all taxable temporary differences and deferred tax assets are recognised
to the extent that it is probable that taxable profits will be available against which deductible temporary differences can
be utilised. Such assets and liabilities are not recognised if the temporary difference arises from goodwill or from the initial
recognition (other than in a business combination) of other assets and liabilities in a transaction that affects neither the taxable
profit nor the accounting profit.

Deferred tax liabilities are recognised on taxable temporary differences arising on investments in subsidiaries, except where the
Group is able to control the reversal of the temporary difference and it is probable that the temporary difference will not reverse
in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end of each financial year and reduced to the extent that it is no
longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or the asset
realised based on the tax rates (and tax laws) that have been enacted or substantively enacted by the end of the financial year
and based on the tax consequence that will follow from the manner in which the Group expects, at the end of the financial year,
to recover or settle the carrying amounts of its assets and liabilities. Deferred tax is charged or credited to profit or loss, except
when it relates to items charged or credited directly to equity, in which case the deferred tax is also dealt with in equity.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against current
tax liabilities and when they relate to income taxes levied by the same taxation authority and the Group intends to settle its
current tax assets and liabilities on a net basis.

Current and deferred tax are recognised as an expense or income in profit or loss, except when they relate to items credited
or debited directly to equity, in which case the tax is also recognised directly in equity, or where they arise from the initial
accounting for a business combination.

Revenue, expenses and assets are recognised net of the amount of sales tax except:

. when the sales tax that is incurred on purchases is not recoverable from the tax authorities, in which case the sales tax
is recognised as part of cost of acquisition of the asset or as part of the expense item as applicable; and

. Receivables and payables that are stated with the amount of sales tax included.
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2.9

Summary of significant accounting policies (Cont’d)
Foreign currency transactions and translation

Foreign currency transactions are translated into the individual entities’ respective functional currencies at the exchange rates
prevailing on the date of the transaction. At the end of each financial year, monetary items denominated in foreign currencies
are retranslated at the rates prevailing as of the end of the financial year. Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at the rates prevailing on the date when the fair value was determined.
Non-monetary items that are measured in terms of historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items, and on retranslation of monetary items are included in profit
or loss for the year. Exchange differences arising on the retranslation of non-monetary items carried at fair value are included
in profit or loss for the year except for differences arising on the retranslation of non-monetary items in respect of which gains
and losses are recognised directly in equity. For such non-monetary items, any exchange component of that gain or loss is also
recognised directly in equity.

Property, plant and equipment

Allitems of property, plant and equipment are initially recorded at cost. Subsequent to recognition, property, plant and equipment
and furniture and fixtures are measured at cost less accumulated depreciation and any accumulated impairment losses.
The cost includes the cost of replacing part of the property, plant and equipment and borrowing costs that are directly attributable
to the acquisition, construction or production of a qualifying property, plant and equipment. The cost of an item of property,
plant and equipment is recognised as an asset if, and only if, it is probable that future economic benefits associated with the
item will flow to the Group and the cost of the item can be measured reliably.

When significant parts of property, plant and equipment are required to be replaced in intervals, the Group recognises such parts
as individual assets with specific useful lives and depreciation, respectively. Likewise, when a major inspection is performed,
its cost is recognised in the carrying amount of the property, plant and equipment as a replacement if the recognition criteria
are satisfied. All other repair and maintenance costs are recognised in profit or loss as incurred.

Assets under construction represent property, plant and equipment under construction or being installed and are stated at cost
less any impairment losses, and are not depreciated. Assets under construction are reclassified to the appropriate category of
property, plant and equipment when completed and ready for intended use. When events or changes in circumstances indicate
that the carrying value may not be recoverable, the carrying amount of the asset is written down to its recoverable amount.

Depreciation is provided on a straight-line basis so as to write off items of property, plant and equipment over their estimated
useful lives as follows:

Estimated useful lives

Property 20 years
Machinery and tools 3-12years
Office equipment and furniture 5 years
Motor vehicles 6 years
Renovation 3-5years
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2.10

211

Summary of significant accounting policies (Cont’d)
Property, plant and equipment (Cont’d)

The carrying values of property, plant and equipment are reviewed for impairment when events or changes in circumstance
indicate that the carrying value may not be recoverable.

The depreciation method, estimated useful lives and residual values are reviewed, at each financial year end and adjusted
prospectively, if appropriate.

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are expected
from its use or disposal. Any gain or loss on derecognition of the asset is included in the profit or loss in the year the asset is
derecognised.

Fully depreciated assets are retained in the financial statements until they are no longer in use.

Inventories

Inventories are carried at the lower of cost and net realisable value. Cost is determined on a weighted average basis and
comprises all costs of purchases, cost of conversion and other costs incurred in bringing the inventories to their present location
and condition. In the case of manufactured inventories and work-in-progress, cost includes direct material and labour and an
appropriate share of overheads based on normal operating capacity.

Net realisable value is the estimated selling price in the ordinary course of business less the estimated costs of completion and
the estimated costs necessary to make the sale.

Where necessary, allowance for obsolete, slow-moving or defective inventories is made to adjust the carrying value of inventories
to the lower of cost and net realisable value.

Land use rights and intangible assets

Land use rights

Land use rights are initially measured at cost. Following initial recognition, land use rights are measured at cost less accumulated
amortisation and accumulated impairment losses. The land use rights are amortised over the lease term of 50 years.

Research and development

Expenditure on research activities is recognised as an expense in the period in which it is incurred.

An internally-generated intangible asset arising from development (or from the development phase of an internal project) is
recognised, if, any only if, all the following have been demonstrated:

. the technical feasibility of completing the intangible asset so that it will be available for use or sale;

. the intention to complete the intangible asset and use or sell it;

. the ability to use or sell the intangible asset;

. how the intangible asset will generate probable future economic benefits;

. the availability of adequate technical, financial and other resources to complete the development and to use or sell the

intangible assets; and

. the ability to measure reliably the expenditure attributable to the intangible asset during its development.
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2.12

Summary of significant accounting policies (Cont’d)
Land use rights and intangible assets (Cont’d)

Research and development (Cont’d)

The amount initially recognised for internally-generated intangible assets is the sum of the expenditure incurred from the date
when the intangible asset first meets the recognition criteria listed above. Where no internally-generated intangible asset can
be recognised, development expenditure is charged to profit or loss in the period in which it is incurred.

Subsequent to initial recognition, internally-generated intangible assets are reported at cost less accumulated amortisation and
accumulated impairment losses, on the same basis as intangible assets acquired separately.

The amortisation period and amortisation method of intangible assets other than goodwill are reviewed at least at the end of
each financial year. The effects of any revision are recognised in profit or loss when the changes arise.

Impairment of tangible and intangible assets

The Group reviews the carrying amounts of its tangible and intangible assets as at each reporting date to assess for any indication
of impairment loss. If any such indication exists, the recoverable amount of the asset is estimated in order to determine the
extent of the impairment loss (if any). Where it is not possible to estimate the recoverable amount of an individual asset, the
Group estimates the recoverable amount of the cash-generating unit to which the asset belongs.

Irrespective of whether there is any indication of impairment, the Group also tests its intangible assets with indefinite useful
lives and intangible assets not yet available for use for impairment annually by comparing their respective carrying amounts
with their corresponding recoverable amounts.

The recoverable amount of an asset or cash-generating unit is the higher of its fair value less costs to sell and its value in use. In
assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and the risks specific to the asset.

An impairment loss for the amount by which the asset’s carrying amount exceeds the recoverable amount is recognised
immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in which case the impairment loss is
treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is increased to the
revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount
that would have been determined had no impairment loss been recognised for the asset (cash-generating unit) in prior years.
A reversal of an impairment loss is recognised immediately in profit or loss, unless the relevant asset is carried at a revalued
amount, in which case the reversal of the impairment loss is treated as a revaluation increase.
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2.13

Summary of significant accounting policies (Cont’d)
Financial instruments

Financial assets and financial liabilities are recognised when the Group becomes a party to the contractual provisions of the
instrument.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial instrument and allocating the interest
income or expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash
receipts or payments (including all fees on points paid or received that form an intedral part of the effective interest rate,
transaction costs and other premiums or discounts) through the expected life of the financial instrument, or where appropriate,
a shorter period, to the net carrying amount of the financial instrument. Income and expense are recognised on an effective
interest basis for debt instruments other than those financial instruments at fair value through profit or loss.

Financial assets

All financial assets are recognised on a trade date - the date on which the Group commits to purchase or sell the asset. They are
initially measured at fair value, plus transaction costs, except for those financial assets classified as at fair value through profit
or loss, which are initially measured at fair value.

Financial assets are classified as loans and receivables. The classification depends on the nature and purpose for which these
financial assets were acquired and is determined at the time of initial recognition.

Loans and receivables

The Group’s loans and receivables comprise trade and other receivables, cash and cash equivalents and amount owing by a
related party.

Such loans and receivables are non-derivatives with fixed or determinable payments that are not quoted in an active market.
They are measured at amortised cost, using the effective interest method less impairment. Interest is recognised by applying the

effective interest rate, except for short-term receivables when the recognition of interest would be immaterial.

Available-for-sale financial assets (“AFS”)

Certain equity instruments and debt securities held by the Group are classified as AFS if they are not classified in any of the other
categories. Subsequent to initial recognition, with the exception of unquoted equity instruments that are not carried at fair value
as the fair value cannot be reliably measured, AFS are measured at fair value and changes therein are recognised directly in
the available-for-sale reserve with the exception of impairment losses, interests calculated using the effective interest method
and foreign exchange gains and losses arising from monetary items. Where the investment is disposed of or is determined to
be impaired, the cumulative gain or loss previously recognised in the available-for-sale reserve is included in profit or loss for
the year.
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2.13

Summary of significant accounting policies (Cont’d)
Financial instruments (Cont’d)
Financial assets (Cont’d)

Impairment of financial assets

Financial assets are assessed for indicators of impairment at the end of each financial year. Financial assets are impaired where
there is objective evidence that, as a result of one or more events that occurred after the initial recognition of the financial asset,
the estimated future cash flows of the investment have been impacted.

For financial assets carried at amortised cost, the amount of the impairment is the difference between the asset’s carrying
amount and the present value of estimated future cash flows, discounted at the original effective interest rate.

The carrying amounts of all financial assets are reduced by the impairment loss directly with the exception of trade receivables
where the carrying amount is reduced through the use of an allowance account. Chandes in the carrying amount of the allowance
account are recognised in profit or loss.

With the exception of available-for-sale equity instruments, if, in a subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an event occurring after the impairment loss was recognised, the
previously recognised impairment loss is reversed through profit or loss to the extent the carrying amount of the investment at
the date the impairment is reversed does not exceed what the amortised cost would have been had the impairment not been
recognised.

In respect of available-for-sale equity instruments, any subsequent increase in fair value after an impairment loss is recognised
directly in equity.

Derecodnition of financial assets

The Group derecognises a financial asset only when the contractual rights to the cash flows from the asset expire, or it transfers
the financial asset and substantially all the risks and rewards of ownership of the asset to another entity. If the Group neither
transfers nor retains substantially all the risks and rewards of ownership of the financial asset and continues to control the
transferred asset, the Group recognises its retained interest in the asset and an associated liability for amounts it may have to
pay. If the Group retains substantially all the risks and rewards of ownership of a transferred financial asset, the Group continues
to recognise the financial asset and also recognises a collateralised borrowing for the proceeds receivables.
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2.13

2.14

Summary of significant accounting policies (Cont’d)
Financial instruments (Cont’d)

Financial liabilities and equity instruments

Classification as debt or equity

Financial liabilities and equity instruments issued by Group are classified according to the substance of the contractual
arrangements entered into and the definitions of a financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of the Group after deducting all of its
liabilities. Equity instruments are recorded at the proceeds received, net of direct issue costs.

Financial liabilities

Financial liabilities are classified as either financial liabilities at fair value through profit or loss or other financial liabilities.

Financial liabilities are classified as at fair value through profit or loss if the financial liability is either held for trading or it is
designated as such upon initial recognition.

Other financial liabilities

Trade and other payables and amount owing to a related party, a director and subsidiaries

Trade and other payables and amount owing to a related party, a director and subsidiaries are initially measured at fair value, net
of transaction costs, and are subsequently measured at amortised cost, where applicable, using the effective interest method,
with interest expense recognised on an effective yield basis.

Borrowings

Interest-bearing bank loans are initially measured at fair value, and are subsequently measured at amortised cost, using the
effective interest method. Any difference between the proceeds (net of transaction costs) and the settlement or redemption of
borrowings is recognised over the term of the borrowings in accordance with the Group’s accounting policy for borrowing costs
(see Note 2.5).

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only when, the Group’s oblidations are discharged, cancelled or they
expire.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term highly liquid investments which
are readily convertible to known amounts of cash and are subject to insignificant risk of changes in value.
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2.15

2.16

2.17

Summary of significant accounting policies (Cont’d)
Leases

Operating leases

Rentals payable under operating leases are charded to profit or loss on a straight-line basis over the term of the relevant lease
unless another systematic basis is more representative of the time pattern in which economic benefits from the leased asset
are consumed. Contingent rentals arising under operating leases are recognised as an expense in the period in which they are
incurred.

In the event that lease incentives are received to enter into operating leases, such incentives are recognised as a liability.
The aggregate benefit of incentives is recognised as a reduction of rental expense on a straight-line basis, except where another
systematic basis is more representative of the time pattern in which economic benefits from the leased asset are consumed.

Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result of a past event, it is probable
that the Group will be required to settle the obligation, and a reliable estimate can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the present obligation at
the end of the financial year, taking into account the risks and uncertainties surrounding the obligation. Where a provision is
measured using the cash flows estimated to settle the present obligation, its carrying amount is the present value of those cash
flows.

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third party, the
receivable is recognised as an asset if it is virtually certain that reimbursement will be received and the amount of the receivable
can be measured reliably.

Changes in the estimated timing or amount of the expenditure or discount rate are recognised in profit or loss as they arise.

Contingencies

A contingent liability is:

(@ a possible obligation that arises from past events and whose existence will be confirmed only by the occurrence or non-
occurrence of one or more uncertain future events not wholly within the control of the Group; or

(b) a present obligation that arises from past events but is not recognised because:

(i) it is not probable that an outflow of resources embodying economic benefits will be required to settle the
obligation; or

(i) the amount of the obligation cannot be measured with sufficient reliability.

A contingent asset is a possible asset that arises from past events and whose existence will be confirmed only by the occurrence
or non-occurrence of one or more uncertain future events not wholly within the control of the Group.

Contingencies are not recognised on the statement of financial position of the Group, except for contingent liabilities assumed
in a business combination that are present obligations and which the fair value can be reliably determined.
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2.18

2.19

2.20

31

Summary of significant accounting policies (Cont’d)
Government grants

Government grants are recognised at their fair value where there is reasonable assurance that the grant will be received and all
attaching conditions will be complied with. Where the grant relates to an asset, the fair value is recognised as deferred capital
grant on the statement of financial position and is amortised to profit or loss over the expected useful life of the relevant asset
by equal annual instalment.

Other government grants are recognised as income over the periods necessary to match them with costs for which they are
intended to compensate, on a systematic basis. Government grants that are receivable as compensation for expenses or losses
already incurred or for the purpose of giving immediate financial support to the Group with no future related costs are recognised
in profit or loss as “other operating income” in the period in which they become receivable.

Dividends

Equity dividends are recognised when they become legally payable. Interim dividends are recorded in the financial year in which
they are declared payable. Final dividends are recorded in the financial year in which dividends are approved by shareholders.

Segment reporting

For management purposes, the Group is organised into operating segments based on their products and services which are
independently managed by the respective segment managders responsible for the performance of the respective segments
under their charge. The segment manaders report directly to the management of the Group who regularly review the segment
results in order to allocate resources to the segments and to assess the segment performance. Additional disclosures on each of
these segments are shown in the notes to financial statements, including the factors used to identify the reportable segments
and the measurement basis of segment information.

Critical accounting juddements and key sources of estimation uncertainty

The Group made judgements, estimates and assumptions about the carrying amounts of assets and liabilities that were not
readily apparent from other sources in the application of the Group’s accounting policies. Estimates and judgements are
continually evaluated and are based on historical experience and other factors that are considered to be reasonable under the
circumstances. Actual results may differ from the estimates.

Critical judgements made in applying the Group’s accounting policies
Impairment of tangible asset

An impairment exists when the carrying value of an asset exceeds its recoverable amount, which is the higher of its fair value
less costs to sell and its value-in-use. The fair value less costs to sell calculation is based on available data from binding sales
transactions in an arm’s length transaction of similar assets or observable market prices less incremental costs for disposing
the asset. The value-in-use calculation is based on a discounted cash flow model. The cash flows are derived from the budget
for the next five years and do not include restructuring activities that the Group is not yet committed to or significant future
investments that will enhance the asset’s performance of the cash-generating unit being tested. The recoverable amount is
most sensitive to the discount rate used for the discounted cash flow model as well as the expected future cash inflows and the
long term growth rate used for extrapolation purposes.
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Critical accounting juddements and key sources of estimation uncertainty (Cont’d)
Key sources of estimation uncertainty
Allowance for trade and other receivables

The provision policy for doubtful debts of the Group is based on the ageing analysis and management’s continuous evaluation
of the recoverability of the outstanding receivables. In assessing the ultimate realisation of these receivables, management
considers, among other factors, the creditworthiness and the past collection history of each customer. If the financial conditions
of these customers were to deteriorate, resulting in an impairment of their ability to make payments, additional allowances may
be required. The total carrying amounts of the Group’s and the Company’s trade and other receivables (excluding prepayments)
as at 31 December 2016 were RMB 286,419,000 (2015: RMB 212,353,000) and RMB 10,786,000 (2015: RMB 10,786,000)
respectively.

Depreciation of property, plant and equipment

The Group depreciates the property, plant and equipment over their estimated useful lives after taking into account of their
estimated residual values. The estimated useful life reflects management’s estimate of the period that the Group intends
to derive future economic benefits from the use of the Group’s property, plant and equipment. The residual value reflects
management’s estimated amount that the Group would currently obtain from the disposal of the asset, after deducting the
estimated costs of disposal, as if the asset were already of the age and in the condition expected at the end of its useful
life. Changes in the expected level of usage and technological developments could affect the economics, useful lives and the
residual values of these assets which could then consequentially impact future depreciation charges. The carrying amounts of
the Group’s property, plant and equipment as at 31 December 2016 were RMB 656,874,000 (2015: RMB 647,968,000).

Impairment of investments in subsidiaries

At the end of each financial year, an assessment is made on whether there is objective evidence that the Company’s investments
in subsidiaries are impaired. Once such investments have indication of impairment, the management will assess based on
the estimation of the value-in-use of the cash-generating unit (“CGU”) by forecasting the expected future cash flows, using a
suitable discount rate in order to calculate the present value of those cash flows. No impairment was recognised during the
financial year. The carrying amount of the Company’s investment in subsidiaries as at 31 December 2016 was RMB 372,654,000
(2015: RMB 372,654,000).

Inventory valuation method

Inventory is valued at the lower of cost and net realisable value. Management reviews the Group’s inventory levels in order
to identify slow-moving and obsolete merchandise and identifies items of inventory which have a market price, being the
merchandise’s selling price quoted from the market of similar items, that is lower than its carrying amount. Management then
estimates the amount of inventory loss as an allowance on inventory. Changes in demand levels, technological developments
and pricing competition could affect the salability and values of the inventory which could then consequentially impact the
Group’s results, cash flows and financial position. The carrying amount of the Group’s inventories as at 31 December 2016 was
RMB 175,554,000 (2015: RMB 198,227,000).

Provision for income taxes

The Group has exposure to income taxes in different jurisdictions of which a portion of these taxes arose from certain transactions
and computations for which ultimate tax determination is uncertain during the ordinary course of business. The Group recognises
liabilities of expected tax issues based on their best estimates of the likely taxes due. Where the final tax outcome of these
matters is different from the amounts that were initially recognised, such differences will impact the income tax and deferred
tax positions in the period in which such determination is made. The carrying amounts of the Group’s and Company’s current
tax payable as at 31 December 2016 were RMB 261,000 (2015: RMB 2,748,000) and RMB Nil (2015: RMB Nil) respectively.
The carrying amounts of the Group’s deferred tax assets as at 31 December 2016 were RMB 589,000 (2015: RMB 589,000).
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4, Revenue
Group
2016 2015
RMB’000 RMB’000
Sale of goods 1,921,780 2,431,436
5. Other operating income
Group
2016 2015
RMB’000 RMB’000
Gain on sale of consumables and waste materials 11,759 10,954
Gain on disposal of property, plant and equipment 611 986
Compensation income in relation to relocation of the
factory and office building in a subsidiary (Note A) 67,690 -
Government dgrants and subsidies (Note B) 7,644 3,080
Amortisation of government grant (Note 22) 7,878 6,122
Interest income from banks 2,808 3,848
Income from penalties imposed on suppliers 1,562 3,927
Foreign currencies exchange gain 834 1,089
Utilities income 1,511 2,546
Others 1,411 6,083
103,708 38,635
Note A:

One of the subsidiaries of the Group, Luzhou Bio-chem Technology (Shandong) Co., Ltd., has completed the relocation of its
factory and office building during the year and compensation income of RMB 67,690,000 was hence recognised.

Note B:

Government drants and subsidies relate to monetary incentives received from government adencies in PRC purchases of
industrial products, and adricultural products, assistance for value-added tax incurred, post stabilising and development of
technical know-how and interest subsidy on loans.
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6. Finance expenses

Interest expense on trade financing
Interest expense on bank loans
Interest expense — others

7. Profit before taxation

Profit before taxation is arrived at after charging/(crediting):

Audit fees to auditors of the Company
Non-audit fees paid to auditors of the Company

Total fees paid to auditors of the Company

Cost of inventories included in cost of sales

Foreign currencies exchange gain, net

Operating lease expenses

Research and development expenses

Loss/(Gain) on disposal of property, plant and equipment, net
Allowance for doubtful trade and other receivables, net

Staff costs (excluding directors’ remuneration) (Note 8)
Utilities charges

Transportation costs

Group
2016 2015
RMB’000 RMB’000
357 372
50,095 59,834
45 1
50,497 60,207
Group
2016 2015

RMB’000 RMB’000
962 906

16 14

978 920
1,709,407 2,167,930
(834) (1,089)
5,138 6,448
439 923
25,188 (849)
5,076 116
136,589 138,632
21,226 28,231
66,239 71,170

Depreciation of property, plant and equipment totalling RMB 43,926,000 (2015: RMB 53,965,000) is recognised as an expense

in the cost of sales.
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8. Staff costs

Group
2016 2015
RMB’000 RMB’000
Salaries and bonuses 111,320 122,203
Contribution to defined contribution plan 20,017 11,974
Other staff related costs 5,252 4,455
136,589 138,632

Staff costs totalling RMB 81,287,000 (2015: RMB 90,841,000) were recognised as an expense in the cost of sales.

Compensation of key management personnel

Group
2016 2015

RMB’000 RMB’000
Directors of the Company
Short-term employee benefits
- Salaries 3,720 3,840
- Directors’ fee 823 784
- Others 37 32

4,580 4,656
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9. Income tax expense
Group
2016 2015
RMB’000 RMB’000
Current tax
Current year 4,989 7,586

The tax expense on the results for the financial year differs from the amount that would arise using the PRC income tax rate
applicable to the profit before taxation of the main operating legal subsidiaries in PRC due to the following factors:

Group
2016 2015

RMB’000 RMB’000
Profit before taxation 18,868 35,967
Tax at the applicable rate of 25% 4,717 8,992
Tax exemption (3,365) (3,456)
Effect of different tax rate of Singapore company 578 533
Non-deductible expenses 3,448 8,042
Deferred tax assets arising in current year not recognised 6,965 5,445
Utilisation of deferred tax assets not recognised previously (7,354) (11,970)
Total tax expense 4,989 7,586

The prevailing tax rate of the subsidiaries residing in the PRC is 25% (2015: 25%). One subsidiary of the Group has enjoyed
low income tax rate of 15% on the income tax payable due to special tax incentives given to high technology enterprises
(the “Tax Credit”). The validity period of Tax Credit is three years, and is available for application upon expiry.

Deferred tax assets not recognised

Group
2016 2015
RMB’000 RMB’000
Unutilised tax losses 82,150 77,986
Others (852) 3,701
81,298 81,687

At the reporting date, certain subsidiaries in the Group have unutilised tax losses amounting to RMB 328,598,000
(2015: RMB 311,942,000) which can be carried forward and used to offset against future taxable income, subject to meeting
certain statutory requirements by those companies with unrecognised tax losses in their respective countries of incorporation.
These tax losses will expire 5 years from the year it arises. Deferred tax assets are not recognised due to uncertainty of its
recoverability.
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10.  Profit per share

Basic and diluted profit per share is calculated based on the profit attributable to shareholders for the financial year divided by
the number of the Company’s ordinary shares as follows:

Group
2016 2015
Basic and diluted profit per share is based on:
- Profit for the financial year attributable to ordinary shareholders (RMB’000) 13,879 28,381
Weighted average number of ordinary shares (in thousands) 594,000 452,100
Profit per share (RMB cents) 2.3 6.3
11 (i). Property, plant and equipment
Office

equipment Assets

Machinery and Motor under
Property and tools furniture vehicles Renovation construction Total

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

Group

Cost

At 1 January 2015 351,501 1,060,798 42,649 13,899 225 18,044 1,487,116
Additions 1,028 15,509 1,383 1,810 - 22,383 42,113
Disposals - (9,370) (339) (3,280) - (922) (13,911)
Reclassifications 7,405 13,563 - - - (20,968) -
At 31 December 2015 359,934 1,080,500 43,693 12,429 225 18,537 1,515,318
At 1 January 2016 359,934 1,080,500 43,693 12,429 225 18,537 1,515,318
Additions 3,934 23,389 1,702 876 - 93,020 122,921
Disposals (12,764) (199,316) (6,499) (1,655) - (4,092) (224,326)
Reclassifications 5,877 60,528 10,877 29 - (77,311) -

At 31 December 2016 356,981 965,101 49,773 11,679 225 30,154 1,413,913
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11 (i). Property, plant and equipment (Cont’d)

Office
equipment Assets
Machinery and Motor under
Property and tools furniture vehicles Renovation construction Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Group
Accumulated

depreciation
At 1 January 2015 90,881 514,084 35,773 11,699 225 - 652,662
Depreciation for the

financial year 14,697 61,673 2,127 678 - - 79,175
Disposals - (3,563) (308) (3,103) - - (6,974)
At 31 December 2015 105,578 572,194 37,592 9,274 225 - 724,863
At 1 January 2016 105,578 572,194 37,592 9,274 225 - 724,863
Depreciation for the

financial year 14,765 58,513 2,356 751 - - 76,385
Disposals (4,300) (173,759) (6,746) (1,891) - - (186,696)
Reclassifications - (8,734) 8,734 - - - -
At 31 December 2016 116,043 448,214 41,936 8,134 225 - 614,552
Accumulated

impairment loss
At 1 January and

31 December 2015 27,695 114,792 - - - - 142,487
At 1 January and

31 December 2016 27,695 114,792 - - - - 142,487
Carrying amount
At 31 December 2016 213,243 402,095 7,837 3,545 - 30,154 656,874
At 31 December 2015 226,661 393,514 6,101 3,155 - 18,537 647,968
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11 (i). Property, plant and equipment (Cont’d)

Office
equipment
and furniture  Renovation Total
RMB’000 RMB’000 RMB’000

Company
Cost
At 1 January 2015, 31 December 2015 and 31 December 2016 24 224 248
Accumulated depreciation
At 1 January 2015, 31 December 2015 and 31 December 2016 24 224 248

Carrying amount
At 31 December 2016 and 31 December 2015 - - -

As at the reporting date, property, plant and equipment with carrying amount of RMB 447,646,000 (2015: RMB 481,636,000)
were pledged to secure the Group’s interest-bearing loans and borrowings as disclosed in Note 21.

11 (ii). Land use rights

Group
2016 2015

RMB’000 RMB’000
Cost
At 1 January 52,928 52,928
Additions 47 -
At 31 December 52,975 52,928
Accumulated amortisation
At 1 January 7,162 6,094
Amortisation for the financial year 1,069 1,068
At 31 December 8,231 7,162

Carrying amount
At 31 December 44,744 45,766
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11 (ii). Land use rights (Cont’d)

12.

13.

Group
2016 2015
RMB’000 RMB’000
Amounts to be amortised
Not later than one year 1,069 1,068
Later than one year but not later than five years 4,278 4,274
Later than five years 39,397 40,424
44,744 45,766

(@) Land use rights represented leasehold interests in 5 (2015: 5) plots of state-owned land located in the PRC where the
Group’s manufacturing facilities reside. The lease terms expire between years 2055 to 2061.

(b) At the reporting date, the carrying amount of land use rights of RMB 44,432,000 (2015: RMB 45,766,000) has been
pledged to interest-bearing loans of the Group (Note 21).

Available-for-sale investments

Group

2016 2015
RMB’000 RMB’000

Unquoted equity shares, at cost 2,060 -

The investments in 2% unquoted equity securities are stated at cost less accumulated impairment loss. As the equity interest is
in an unquoted corporation in China which is dissimilar in size and activity to any quoted entities and there is no active market,
it is not practicable to determine the fair value of the unquoted equity interest with sufficient reliability.

The Group is not allowed to dispose of these investments in the next five years since the date of acquisition.

Investments in subsidiaries

Company
2016 2015
RMB’000 RMB’000
Unquoted equity shares, at cost 372,654 372,654
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13. Investments in subsidiaries (Cont’d)
Details of subsidiaries are as follows:
Effective

percentade of
equity interest held

Country of
incorporation

and place of Cost of investment

Name of subsidiary Principal activities business held by the Company by the Company
2016 2015 2016 2015
EMEYRE (LK) Production and distribution ~ People’s US$25,300,000 USs$25,300,000 100 100
AIRAT of sweeteners, corn starch Republicof ~ (RMB189,341,000) (RMB189,341,000)
(Luzhou Bio-chem and by-products of China
Technology (Shandong) corn starch
CO., Ltd.)(l) @)
EMNEYRE (T T) Production and distribution  People’s US$2,000,000 US$2,000,000 100 100
BEAT of sweeteners, corn starch Republic of (RMB15,909,000) (RMB15,909,000)
(Luzhou Bio-chem and by-products of China
Technology (Liaoning) corn starch
Co., Ltd.)®
EMAE MR (B ) Production and distribution  People’s US$7,000,000 US$7,000,000 100 100
AIRAT of sweeteners, corn starch Republic of (RMB46,381,000) (RMB46,381,000)
(Luzhou Bio-chem and by-products of China
Technology (Shaanxi) corn starch
Co., Ltd.)®
EONAERE () Production and distribution  People’s US$4,463,000 US$4,463,000 100 100
AIRAT of sweeteners, corn starch Republic of (RMB35,700,000) (RMB35,700,000)
(Luzhou Bio-chem and by-products of China
Technology (Sichuan) corn starch
Co., Ltd)™®
EMN 4 YR CAE) Production and distribution ~ People’s US$11,000,000 US$11,000,000 100 100
BRAH of sweeteners, corn starch Republicof ~ (RMB82,323,000)  (RMB82,323,000)
(Luzhou Bio-chem and by-products of China
Technology (Henan) corn starch
Co,, Ltd)®
1L ZR koM AL Provision of engineering People’s US$375,000 US$375,000 100 100
BIREAF services and construction Republic of (RMB3,000,000) (RMB3,000,000)
(Shandong Hongzhou of industrial machinery China
Chemical Equipment and equipment
Co., Ltd.)®
=N E=Y Production and sale of People’s - - 100 100
BRAA amino acids Republic of
(Shandong Luzhou China
Amino Acid Co., Ltd.)®
g NERE Production and distribution  People’s - - 100 -
BIRAF of sweeteners Republic of
(Xinjiang Luzhou Bio-chem China
Technology Co., Ltd.)» )
RMB372,654,000 RMB372,654,000

@ All the subsidiaries are either audited or reviewed by overseas member firms of Mazars for consolidation purposes.

@) The subsidiary has two branch offices: Yishui Branch Office and Animal Feed Branch Office.

B) The subsidiary is a wholly-owned subsidiary of Luzhou Bio-chem Technology (Shaanxi) Co., Ltd., incorporated on 8 November 2016 with a registered capital of

RMB 36 million.
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14. Inventories

Group
2016 2015
RMB’000 RMB’000
Raw materials 102,450 110,657
Work-in-progress 17,354 17,738
Finished goods 55,300 68,465
Packaging materials and consumables 450 1,367
175,554 198,227
Inventories recognised as an expense:
Inventories written-down value - 1,051
Reversal of written-down value (1,511) (2,536)
(1,511) (1,485)

The Group has recognised a reversal of RMB 1,511,000 (2015: RMB 2,536,000) being part of the inventory write-down in prior

year as the inventory were sold above their carrying amounts in current year ended 31 December 2016.

15. Trade receivables

Group
2016 2015

RMB’000 RMB’000
Trade receivables 176,425 174,536
Bills receivables 10,024 8,748
Value-added tax recoverable 6,957 4,468

193,406 187,752
Allowances for doubtful trade receivables (8,753) (3,857)

184,653 183,895
Movement in allowances for doubtful trade receivables are as follow:
At 1 January (3,857) (3,741)
Allowance charged to profit or loss (4,896) (136)
Reversal of allowances - 20
At 31 December (8,753) (3,857)
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15.

Trade receivables (Cont’d)

Allowance for doubtful trade receivables arose mainly from customers who encounter difficulties in settling the amounts due.
Reversal of allowances is due to amount either recovered during the financial year or has been reassessed as recoverable.

The currency profiles of the Group’s trade receivables as at 31 December are as follows:

Group
2016 2015
RMB’000 RMB’000
RMB 184,017 178,474
United States dollar (“USD” or “US$") 636 5,421
184,653 183,895

Trade receivables are non-interest bearing and denerally on 30 days (2015: 30 days) credit term. The Group does not hold any
collateral or credit enhancements over the trade receivables.

Bills receivables, which are non-interest bearing, are issued by banks with average maturity of 4 months (2015: 4 months) as at
the financial year end. These bills receivables are transferable.

The Group’s primary exposure to credit risk arises through its trade receivables. Customers are lardely dispersed, endaging in
a wide spectrum of manufacturing activities and sell in a variety of end markets. The Group does not hold any collateral over
these balances.
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16.  Other receivables, deposits and prepayments

Group Company
2016 2015 2016 2015
RMB’000 RMB’000 RMB’000 RMB’000
Compensation receivable from local government 67,690 - - -
Other receivables 13,498 8,099 35 35
Deposit placed to acquire land use right 4,500 - - -
Advances paid to suppliers 16,258 20,359 - -
Less: Allowance for doubtful other receivables (180) - - -
101,766 28,458 35 35
Prepayments 15,433 13,717 - -
Dividends receivable from subsidiaries - - 10,751 10,751
117,199 42,175 10,786 10,786

Advances paid to suppliers are mainly for purchases of raw material for production purposes and utilities expenses.

The compensation receivable from local government in relation to the relocation of the factory and office building of Luzhou
Bio-chem Technology (Shandong) Co., Ltd. (Note 5).

The currency profiles of the Group’s and the Company’s other receivables, deposits and prepayments as at 31 December are as

follows:
Group Company
2016 2015 2016 2015
RMB’000 RMB’000 RMB’000 RMB’000
RMB 117,164 42,140 10,751 10,751
Singapore dollar (“SGD” or “S$”) 35 35 35 35
117,199 42,175 10,786 10,786

The above balances relate to receivables with no recent history of default and management is of the view that these receivables
are collectible.
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17.

Cash and cash equivalents

Group Company
2016 2015 2016 2015
RMB’000 RMB’000 RMB’000 RMB’000
Cash at banks and in hand 155,172 81,919 5,376 16,613
Bank deposits 146,000 85,000 - -
301,172 166,919 5,376 16,613

Cash at banks earn interest at floating rates based on daily bank deposits rates. The effective interest rate earned for the

financial year was 0.5% (2015: 1.3%) per annum for cash at banks and 1.7% (2015: 3.2%) for pledged cash deposits.

For the purpose of the consolidated statement of cash flows, cash and cash equivalents comprise the following at the end of

the financial year:

Group
2016 2015
RMB’000 RMB’000
Cash at banks and in hand 301,172 166,919
Bank deposits pledged (146,000) (85,000)
Cash and cash equivalents per consolidated statement of cash flows 155,172 81,919

The currency profiles of the Group’s and Company’s cash and bank balances as at 31 December are as follows:

Group Company
2016 2015 2016 2015
RMB’000 RMB’000 RMB’000 RMB’000
RMB 295,796 150,306 - -
SGD 5,376 16,613 5,376 16,613
301,172 166,919 5,376 16,613

Cash and bank deposits of the Group level in PRC are subject to local exchange control regulations. These local exchange control

regulations provide for restriction on exporting capital from the country, other than through normal dividends.
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18.

19.

20.

Share capital

The details of changes in the Company’s share capital were as follows:

Group and Company

Share capital No. of shares
2016 2015 2016 2015

RMB’000 RMB’000 RMB’000 RMB’000

Fully paid ordinary shares at the beginning of
financial year, with no par value 308,723 282,820 594,000 396,000
Issue of shares - 26,806 - 198,000
Listing expense - (903) - -
Fully paid ordinary shares at the end of financial year 308,723 308,723 594,000 594,000

The holders of the ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote
per share at the meetings of the Company without restriction.

The Company has undertaken a renounceable rights issue of 198,000,000 new ordinary shares in the capital of the Company
(the Rights Shares) at issue price of $0.03 for each Rights Issue on the basis of one Rights Shares for every two existing stocks
unit in the capital of the Company. The Rights Shares has been issued on 18 September 2015. The newly issued shares rank
pari passu in all respects with the previously issued shares.

Statutory reserve

In accordance with relevant PRC regulations, wholly-owned foreign enterprises in PRC are required to appropriate not less than
10% of their respective profit after taxation to the statutory reserves until the cumulative balance of the fund reaches 50%
of their respective registered capital. Subject to certain restrictions as set out in the relevant PRC regulations and approvals
from the relevant PRC authorities, the statutory reserves of these enterprises may be used to offset against their respective
accumulated losses or increase the registered capital of the subsidiary. The reserve is not available for dividend distribution to
shareholders.

Amount owing by/to a related party/subsidiaries

The amount owing by a related party represents the prepayment for rental of plant and machinery to a related party and will
be utilised in the next financial year.

The amount owing to related party/subsidiaries are non-trade in nature, unsecured, interest-free and repayable on demand.

The amount owing to a related party and subsidiaries are denominated in RMB.
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21. Interest-bearing liabilities

Group
2016 2015

RMB’000 RMB’000
Loans and borrowings
Non-current
- Secured 379,000 254,000
- Unsecured 261,000 308,400
Total non-current 640,000 562,400
Current
- Secured 290,000 235,000
- Unsecured 40,000 30,000
Total current 330,000 265,000
Total loans and borrowings 970,000 827,400
Maturity of interest-bearing loans and borrowings

Group
2016 2015

RMB’000 RMB’000
Within one year 330,000 265,000
After one year but within two years 610,000 528,400
After two years but within five years 30,000 34,000
Total interest-bearing loans and borrowings 970,000 827,400

As at reporting date, the loans and borrowings of the Group were secured and/or guaranteed by the following:
(i) pledge of certain property, plant and equipment of the Group (Note 11(i));

(i) pledge of certain land use rights (Note 11(ii)(b));

(iii)  pledge of properties owned by a related party;

(iv)  corporate duarantees given by related parties;

(v) corporate guarantees given by third parties; and

(vi)  pledge of cash deposit of the Group.

The loan and borrowings are denominated in RMB and bears interest at the effective interest rate of 5.47% (2015: 5.39%) per
annum.
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22.

Deferred income

Deferred income represents receipt of government grants relating to construction of certain production plants using domestically
manufactured plant and equipment in PRC. The deferred income is amortised to the profit or loss on a straight-line basis over
the expected useful lives of the relevant assets. There are no unfulfilled conditions or contingencies attached to these grants.

Group
2016 2015
RMB’000 RMB’000

Cost
At 1 January 72,454 71,617
Additions 10,169 837
At 31 December 82,623 72,454
Accumulated amortisation
At 1 January 31,332 25,210
Amortisation for the financial year 7,878 6,122
At 31 December 39,210 31,332
Carrying amount
At 31 December 43,413 41,122
Amortisation due within:
Next twelve months - current portion 6,201 6,248
More than twelve months - non-current portion 37,212 34,874

43,413 41,122

During the financial year ended 31 December 2016, one of the Company’s subsidiaries received a government grant of RMB
3,450,000 in relation to the construction of a boiler facility. Another subsidiary received the last tranche of the government
grant in cash of RMB 6,719,000 for the construction of certain plants. During the financial year ended 31 December 2015,
the recognition of the government grant of RMB 837,000 related to a special grant for key laboratory used to purchase
instruments and equipment of the Group’s Research and Development Centre.
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23. Deferred taxation

Group
2016 2015
RMB’000 RMB’000
Accelerated tax depreciation 589 589

Pursuant to the PRC Enterprise Income Tax Law (4 AR HFE 1 ATEFE), which was effective from 1 January
2008, dividends distributed by PRC entities for profits generated before 1 January 2008 are exempted from withholding tax.
Dividend paid in respect of profits generated on or after 1 January 2008 will be subject to a withholding tax of 5%.

At the reporting date, temporary differences in relation to the undistributed earnings of the profitable subsidiaries, for which
deferred tax liabilities have not been recognised, is approximately RMB 192,100,000 (2015: RMB 169,700,000). No liability has
been recognised in respect of these differences as the Group is able to control the timing of the reversal and it is probable that
such differences will not be reversed in the foreseeable future.

24. Trade payables

Trade payables are denominated in RMB, non-interest bearing and are normally settled within 30 days (2015: 30 days).

25. Other payables

Group Company

2016 2015 2016 2015
RMB’000 RMB’000 RMB’000 RMB’000
Other payables 9,691 13911 - -
Deposits from customers 5,302 4,184 - -
Payables for construction of property, plant and equipment 18,235 1,019 - -
Retention money owing to contractors and suppliers 10,419 7,467 - -
Accrued operating expenses 29,387 28,907 979 950
Advances from customers 23,586 21,140 - -
Other tax payables 2,095 1,262 - -
98,715 77,890 979 950

Other payables and accruals are non-interest bearing and have an average repayment term of 6 months (2015: 6 months).

The currency profiles of the Group’s and the Company’s other payables and accruals as at 31 December are as follows:

Group Company
2016 2015 2016 2015
RMB’000 RMB’000 RMB’000 RMB’000
RMB 97,736 76,940 - -
SGD 979 950 979 950

98,715 77,890 979 950
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26.

27.

Dividends

During the current financial year ended 31 December 2016, the Company declared and paid final tax exempt dividend of
5$0.002 per ordinary share of the Company totalling $$1,188,000 (equivalent to RMB 5,659,000) in respect of the financial year
ended 31 December 2015.

Subject to the approval at the forthcoming Annual General Meeting, the directors recommend the payment of a first and final
dividend of $$0.002 per ordinary share (one-tier exempt), totalling approximately $$1,188,000 (equivalent to RMB 5,702,000)
for the financial year ended 31 December 2016.

Commitments

Capital commitments

At the reporting date, the Group had capital commitments contracted for but not provided in the financial statements as follows:

Group
2016 2015
RMB’000 RMB’000
Commitments in respect of the construction of plant and equipment 13,138 49,232

Operating lease commitments — as lessee

At the reporting date, the Group was committed to making the following minimum payments under non-cancellable operating
lease in respect of equipment, manufacturing and office premises:

Group
2016 2015
RMB’000 RMB’000
Within one year 2,254 5,549
After one year but within five years 4,304 4,200
6,558 9,749

The operating leases entered into by the Group are non-cancellable and are dgenerally on a three years term with an option to
renew for another three years term at the prevailing market rate.
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28.

Significant related party transactions

A related party is defined as follows:

(a)

(b)

A person or a close member of that person’s family is related to the Group and the Company if that person:

(i)
(if)
(iii)

Has control or joint control over the Company;
Has significant influence over the Company; or

Is a member of the key management personnel of the Company or of a parent of the Company.

An entity is affiliated to the Group and the Company if any of the following conditions applies:

()

(i)

(ifi)
(iv)
(v)

(vi)
(vii)

The entity and the Company are members of the same group (which means that each parent, subsidiary and
fellow subsidiary is related to the others);

One entity is an associate or joint venture of the other entity (or an associate or joint venture of a member of a
group of which the other entity is a member);

Both entities are joint ventures of the same third party;
One entity is a joint venture of a third entity and the other entity is an associate of the third entity;

The entity is a post-employment benefit plan for the benefit of employees of either the Company or an entity
related to the Company. If the Company is itself such a plan, the sponsoring employers are also related to the
Company;

The entity is controlled or jointly controlled by a person identified in (a);

A person identified in (a) (i) has significant influence over the entity or is a member of the key management
personnel of the entity (or of a parent of the entity).

The effect of the Group’s and the Company’s transactions and arrangements with related parties is affected in the financial
statements. The balances are unsecured, interest-free and repayable on demand unless otherwise stated.

The following were the significant transactions with related parties on terms agreed between the parties during the financial
year as follows:

Group

2016 2015
RMB’000 RMB’000

Transactions with parties in which a director has substantial interest:

Operating lease expenses 3,900 5,450
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29.

Segment information

The Group has four reporting segments, as described below, which are the Group’s strategic business units based on their
products.

The Group’s reportable operating segments are as follows:
@) Corn refining — includes the manufacture and sale of corn sweeteners, corn starch, corn oil and related products.
(b) Animal feeds — includes the manufacture of feed for farm animals.

(c) Other products — includes manufacture and sale of amino acids and provision of engineering services and construction
of industrial machinery and equipment.

(d) Corporate — refers to administrative office in Singapore.

Management monitors the operating results of its business units separately for the purpose of making decisions about resource
allocation and performance assessment. Segment performance is evaluated based on operating profit or loss which in certain
respects, as explained in the table below, is measured differently from operating profit or loss in the consolidated financial
statements. Group financing (including finance costs) and income taxes are manaded on a group basis and are not allocated to

operating segments.

Transfer prices between operating segments are on an arm’s length basis in a manner similar to transactions with third parties.
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29.

Segment information (Cont’d)

2016

Revenue:

External customers
Inter-segment sales

Total revenue

Results:
Segment profit/(loss) before taxation
Income tax expense
Interest income from banks
Interest expense
Depreciation of property,

plant and equipment
Amortisation of land use rights
Loss on disposal of property,

plant and equipment, net
Other non-cash income/(expenses)

Assets:
Segment assets
Additions to non-current assets

Liabilities:
Segment liabilities

2015

Revenue:

External customers
Inter-segment sales

Total revenue

Results:
Segment profit/(loss) before taxation
Income tax expense
Interest income from banks
Interest expense
Depreciation of property,

plant and equipment
Amortisation of land use rights
Gain on disposal of property,

plant and equipment, net
Other non-cash income/(expenses)

Assets:
Segment assets
Additions to non-current assets

Liabilities:
Segment liabilities

Corn Animal
refining feeds Others Corporate Eliminations  Notes Group
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
1,908,028 9,603 4,149 - - 1,921,780
11,894 - 14,875 - (26,769) A -
1,919,922 9,603 19,024 - (26,769) 1,921,780
78,724 (4,293) 2,744 (7,220) (51,087) B 18,868
(4,989) - - - - (4,989)
2,806 1 1 - - 2,808
(50,488) (5) 2) (2) - (50,497)
(76,331) (869) (869) - 1,684 (o (76,385)
(1,069) - - - - (1,069)
(25,188) - - - - (25,188)
4,591 (274) 4) - - D 4,313
1,469,123 5,132 17,132 5,412 (13,593) E 1,483,206
122,829 137 2 - - F 122,968
1,342,606 1,484 2,824 979 589 G 1,348,482
2,298,769 127,089 5,578 - - 2,431,436
34,067 - 2,816 - (36,883) A -
2,332,836 127,089 8,394 - (36,883) 2,431,436
100,866 (2,804) (1,145) (6,663) (54,287) B 35,967
(7,586) - - - - (7,586)
3,842 4 2 - - 3,848
(60,190) (12) (3) ) - (60,207)
(79,105) (858) (925) - 1,713 C (79,175)
(1,068) - - - - (1,068)
845 - 4 - - 849
7,529 - (38) - - D 7,491
1,241,278 14,858 22,855 16,649 (10,690) E 1,284,950
41,544 177 392 - - F 42,113
1,143,247 9,145 4,515 950 589 G 1,158,446
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29.

Segment information (Cont’d)

Notes

Nature of adjustments and eliminations to arrive at amounts reported in the consolidated financial statements:

A

Inter-segment revenue are eliminated on consolidation.

The following items are added to/(deducted from) segment profit or loss to arrive at “profit before taxation” presented
in consolidated financial statements:

2016 2015
RMB’000 RMB’000
(Loss)/Profit from inter-segment sales (3,398) 2,072
Finance costs net of interest income (47,689) (56,359)
Total (51,087) (54,287)

Inter-segment elimination of depreciation expense on profit arising from inter-segment sales of property, plant and
equipment.

Other non-cash (expenses)/income comprise the following;:

2016 2015
RMB’000 RMB’000
Amortisation of government grant 7,878 6,122
Reversal of write-down of inventories, net 1,511 1,485
Addition of allowance for doubtful trade and other receivables, net (5,076) (116)
4,313 7,491

The following items are deducted from segment assets to arrive at total assets reported in the consolidated statement
of financial position:

2016 2015
RMB’000 RMB’000
Inter-segment assets (13,593) (10,690)

Additions to non-current assets consist of additions to property, plant and equipment.

The following items are added to segment liabilities to arrive at total liabilities reported in the consolidated statement
of financial position:

2016 2015
RMB’000 RMB’000
Deferred tax liabilities 589 589
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29. Segment information (Cont’d)

In presenting information on the basis of geographical segments, segment revenue is based on the deodraphical location of
customers. Segment assets are based on the geodraphical location of the assets.

Geogdraphical segments

Group
2016 2015
RMB’000 RMB’000
Segment revenue by location of customers
- PRC 1,857,124 2,369,618
- QOverseas 64,656 61,818

1,921,780 2,431,436

Capital expenditures by geodraphical location of assets
- PRC 122,968 42,113

Segment assets by geographical location of assets
- PRC 1,477,794 1,268,301
- Overseas 5,412 16,649

1,483,206 1,284,950
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30. Financial risk management objectives and policies

Risk management is intedral to the whole business of the Group. The Group has a system of controls in place to create an
acceptable balance between the cost of risks occurring and the cost of managing the risks. The management continually
monitors the Group’s risk management process to ensure that an appropriate balance between risk and control is achieved.

Catedories of financial instruments

The following table sets out the financial instruments as at the end of the financial year:

Group Company
2016 2015 2016 2015

RMB’000 RMB’000 RMB’000 RMB’000
Financial assets
Available-for-sale investments 2,060 - - -
Trade receivables 184,653 183,895 - -
Other receivables and deposits 101,766 28,458 10,786 10,786
Cash and cash equivalents 301,172 166,919 5,376 16,613
Loans and receivables and available-for-sale investments 589,651 379,272 16,162 27,399
Financial liabilities
Interest-bearing liabilities 970,000 827,400 - -
Amount owing to a related party 1,550 525 - -
Amount owing to subsidiaries - - 9,973 8,358
Trade payables 233,954 208,172 - -
Other payables 98,715 77,890 979 950
Financial liabilities at amortised cost 1,304,219 1,113,987 10,952 9,308
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30.

Financial risk management objectives and policies (Cont’d)
Credit risk
Credit risk is the risk that a counterparty will default on its contractual obligations resulting a financial loss to the Group.

The credit risk of the Group’s financial assets, which comprise cash and bank balances, trade and other receivables, arises from
default of the counterparty, with a maximum exposure equal to the carrying amounts of these instruments.

The Group has established credit review on new customers and credit terms were only extended to creditworthy customers. It is
the Group’s policy which requires all customers who wish to trade on credit terms are subject to credit verification procedures.
The receivable balances are monitored on an ongoing basis and therefore the Group’s exposure to bad debts is not considered
to be significant.

Cash is placed with banks and financial institutions which are regulated.

At the reporting date, there is no significant concentration of credit risk within the Group as the customer bases of the Group’s
trade receivables are widely dispersed in different sectors and industries.

The ageing of trade receivables at the reporting date is as follows:

2016 2015
Allowances Allowances
Gross for doubtful Gross for doubtful
receivables debt receivables debt
RMB’000 RMB’000 RMB’000 RMB’000
Group

Within 30 days 133,942 - 115,800 -
Past due 31 - 90 days 36,218 - 39,788 -
Past due 91 - 180 days 2,898 (221) 16,806 (335)
Past due 181 - 365 days 5,033 (595) 12,141 (792)
More than one year 15,315 (7,937) 3,217 (2,730)
193,406 (8,753) 187,752 (3,857)

The trade receivables that are neither past due nor impaired relate to customers that the Group has assessed to be creditworthy,
based on credit evaluation process by management.

In determining the recoverability of a trade receivable, the Group considers any chande in the credit quality of the trade
receivables from the date of credit was initially granted to the reporting date.

The Group’s historical experience in the collection of accounts receivable falls within the recorded allowance. Due to these
factors, management believes that no additional credit risks beyond the amounts provided for collection losses is inherent in
the Group’s trade receivables.

The above allowances are individually determined based on collection records and the financial standing of the respective
customers.
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30.

Financial risk management objectives and policies (Cont’d)

Liquidity risk

Liquidity risk is the risk that the Group or the Company will encounter difficulty in meeting financial obligations due to shortage
of funds. The Group’s and the Company’s exposure to liquidity risk arises primarily from mismatches of the maturities of
financial assets and liabilities. The Group’s and the Company’s objective is to maintain a balance between continuity of funding
and flexibility through the use of credit facilities.

The Group monitors its liquidity risk and maintains a level of cash and cash equivalents deemed adequate by management to
finance the Group’s operations and to mitidate the effects of fluctuations in cash flows.

The table below summarises the maturity profile of the Group’s and the Company’s financial assets and liabilities at the reporting
date based on contractual undiscounted repayment obligations.

Group

Financial assets:
Available-for-sale investments
Trade and other receivables
Cash and cash equivalents

Total undiscounted
financial assets

Financial liabilities:
Interest-bearing

loans and borrowings
Trade and other payables
Amounts owing

to a related party

Total undiscounted
financial liabilities

Total net undiscounted
financial liabilities

2016 2015
One One to Two to One One to Two to
year two five year two five
or less years years Total or less years years Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’'000 RMB’000 RMB’000 RMB’000
- - 2,060 2,060 - - - -
286,419 - - 286,419 212,353 - - 212,353
301,172 - - 301,172 166,919 - - 166,919
587,591 - 2,060 589,651 379,272 - - 379,272
332,188 676,744 34,924 1,043,856 270,927 585,338 41921 898,186
332,669 - - 332,669 286,062 - - 286,062
1,550 - - 1,550 525 - - 525
666,407 676,744 34,924 1,378,075 557,514 585,338 41,921 1,184,773
(78,816) (676,744) (32,864) (788,424) (178,242) (585,338) (41,921) (805,501)

The Group prepares cash flows forecast on a reqular basis for its core operations to ensure, as far as possible, that it will always
have sufficient liquidity to meet its liabilities when due. In addition, the Group has accessed to interest-bearing loans and
borrowings from financial institutions which is disclosed in Note 21.
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30.

Financial risk management objectives and policies (Cont’d)

Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates and interest rates, will affect the Group’s
income or the value of its holding of financial instruments. The objective of market risk management is to manage and control
market risk exposures within acceptable parameters, while optimising the return on risk.

Interest rate risk

The Group’s interest rate risk relates to interest-bearing borrowings which comprise borrowings from banks. The Group
monitors its funding requirement and the changdes in interest rates to ensure that interest payables are within acceptable level.
The Group’s interest rate risk is mainly limited to floating rate financial instruments.

The following table sets out the carrying amount, by contractual maturity, of the Group’s financial liabilities that are exposed to

interest rate risk:

2016
Fixed rate
Interest-bearing loans and borrowings

Floating rate
Interest-bearing loans and borrowings

2015
Fixed rate
Interest-bearing loans and borrowings

Floating rate
Interest-bearing loans and borrowings

The fixed rate interest-bearing loans and borrowings bear interest at rates ranging from 4.35% to 6.96% (2015:
per annum. Interests are at fixed rates until the maturity of the instrument.

Due After After
within one year to two years
one year two years to five years Total
RMB’000 RMB’000 RMB’000 RMB’000
330,000 552,000 - 882,000
- 58,000 30,000 88,000
240,000 300,000 - 540,000
25,000 228,400 34,000 287,400

4.6% to 7.8%)

The interest rate on floating rate interest-bearing loan and borrowings ranges from 5.0% to 41.95% (2015: 0.3% to 25%)
over and above RMB Loan Prime Rate (the “LPR”), and is contractually repriced at intervals of one month.
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30.

Financial risk management objectives and policies (Cont’d)
Interest rate risk (Cont’d)
Interest rate sensitivity analysis

The sensitivity analysis below have been determined based on the exposure to interest rates for bank deposits and
interest-bearing financial liabilities with floating rates at the end of the financial year and the stipulated change taking place at
the beginning of the year and held constant throughout the financial year in the case of instruments that have floating rates.
A 120 basis point increase or decrease is used and represents management’s assessment of the possible change in interest
rates.

If interest rates had been 120 basis points higher or lower and all other variables were held constant, the profit for the financial
year ended 31 December 2016 of the Group and Company would decrease/increase by RMB 1,056,000 (2015: RMB 3,392,000).
As at 31 December 2016, as the Group has few floating rate loans and borrowings, they are not exposed to significant interest
rate risk.

The other financial instruments of the Group, except for cash at bank which bears market rate of interest, are not subject to
interest rate risk.

The Group’s policy is to obtain the most favourable interest rate available for its borrowings. Information relating to the Group’s
interest rate exposure is disclosed in Note 21.

Foreign currency risk

The Group transacts business in various foreign currencies, mainly USD and SGD, other than the respective functional currencies
of the Group’s entities, and hence is exposed to foreign currency risks.

The Group does not use derivative financial instruments to hedge its foreign currency risk.

Sensitivity analysis

At the reporting date, if the USD were to weaken 10% against the RMB, with all variables held constant, the Group’s pre-tax
profit for the year would have been approximately RMB 437,000 lower (2015: RMB 542,000 lower), mainly as a result of foreign
exchange loss on translation of USD currency denominated trade receivables. A 10% strengthening against the RMB would have
equal but opposite effect.

At the reporting date, if the S$ were to strengthen 10% adainst the RMB, with all variable held constant, the Group’s pre-tax
profit for the year would have been RMB 538,000 higher (2015: RMB 1,661,000 lower), mainly as a result of foreign exchange
gains on translation of S$ denominated bank deposit. A 10% weakening against the RMB would have equal but opposite effect.

10% is the sensitivity rate used when reporting foreign currency risk internally to key management personnel and represents

management’s assessment of the possible changes in foreign exchande rate. At the reporting date, the Group is subject to
insignificant risk on USD and SGD denominated balances.
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31

Capital risk management

The Group manades its capital to ensure that the Group is able to continue as a going concern and maintain an optimal capital
structure so as to maximise shareholders’ value.

The capital structure of the Group consists of equity attributable to equity holders of the Company, comprising issued capital,
statutory reserves and accumulated (losses)/profits.

Management monitors capital based on a gearing ratio. This ratio is calculated as net debt divided by total capital. Net debt is
calculated as total interest-bearing/interest-free loans and borrowings (including bills payable) less cash and cash equivalents.
Total capital is calculated as total equity, as shown in the consolidated statement of financial position, plus net debts.

The Group’s stratedy on capital management remained unchanged from the previous year, which was to maintain a gearing ratio
of less than one. The dearing ratios at reporting date were as follows:

2016 2015

RMB’000 RMB’000
Total borrowings 970,000 827,400
Less: cash and cash equivalents (301,172) (166,919)
Net debt 668,828 660,481
Total equity 134,724 126,504
Total capital 803,552 786,985
Gearing ratio 0.83 0.84

As disclosed in Note 19, the subsidiaries of the Group in PRC are required by Foreign Enterprise Law of the PRC to contribute
to and maintain a non-distributable statutory reserve whose utilisation is subject to approval by the relevant PRC authorities.
This externally imposed capital requirement has been complied with by the subsidiaries for the financial year ended
31 December 2016 and 2015.
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32.

33.

Fair values of assets and liabilities

The fair values of applicable assets and liabilities are determined and categorised using a fair value hierarchy as follows:

@) Level 1 - the fair values of assets and liabilities with standard terms and conditions and which trade in active markets
that the Group can access at the measurement date are determined with reference to quoted market prices (unadjusted).

(b) Level 2 - in the absence of quoted market prices, the fair values of the assets and liabilities are determined using the
other observable, either directly or indirectly, inputs such as quoted prices for similar assets/liabilities in active markets
or included within Level 1, quoted prices for identical or similar assets/liabilities in non-active markets.

(c) Level 3 - in the absence of quoted market prices included within Level 1 and observable inputs included within Level
2, the fair values of the remaining assets and liabilities are determined in accordance with generally accepted pricing
models.

Fair value measurements that use inputs of different hierarchy levels are categorised in its entirety in the same level of the fair
value hierarchy as the lowest level input that is significant to the entire measurement.

No analysis is disclosed since the Group has no assets or liabilities that are measured at fair value subsequent to initial recognition
for the financial year ended 31 December 2016 and 2015.

The carrying amount of trade and other receivables, cash and cash equivalents, and trade and other payables approximates
their fair values due to the short period to maturity and subject to normal credit form. The fair value of the Group’s fixed rate
interest-bearing loans and borrowings approximates their carrying amounts as they bear interest at a rate which approximates
the current borrowing rate for similar lending and borrowing arrangements.

Valuation policies and procedures

The executive management oversees the Group’s financial reporting valuation process and is responsible for setting and
documenting the Group’s valuation policies and procedures and reports to the Group’s Audit Committee.

It is the Group’s policy that where assessed necessary by the local management, the Group would engagde experts to perform
significant financial reporting valuations. The directors are responsible for selecting and engaging such external experts
that possess the relevant credentials and knowledge on the subject of valuation, valuation methodologies, and FRS 113
Fair Value Measurement guidance.

The executive management also review on an ad-hoc basis, the appropriateness of the valuation methodologies and assumptions
adopted and evaluates the appropriateness and reliability of the inputs (including those developed internally by the Group) used
in the valuations.

The analysis and results of the external valuations pertaining to acquisitions and disposals are then reported to the
Audit Committee and board of directors for comments and approval.

During the financial year, there is no change in the applicable valuation techniques.

Events after the reporting period

On 5 February 2017, a fire occurred at the Group’s premise in Liaoning, PRC which affected the administrative office and one
of the production control rooms. The management estimated a loss of approximately RMB 8,000,000 and the Group should be
able to make an insurance claim for the loss suffered.
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Issued and paid-up capital : $63,219,768

Number of shares : 594,000,000
Class of shares : Ordinary shares
Voting rights : One vote per share

The Company does not hold any treasury shares.

DISTRIBUTION OF SHAREHOLDINGS

No. of % of % of
Size of shareholdings shareholders shareholders No. of shares shareholdings
1 - 99 2 0.09 113 0.00
100 - 1,000 34 1.53 26,590 0.01
1,001 - 10,000 914 41.12 6,820,400 1.15
10,001 - 1,000,000 1,242 55.87 105,164,500 17.70
1,000,001 and above 31 1.39 481,988,397 81.14
TOTAL 2,223 100.00 594,000,000 100.00

SUBSTANTIAL SHAREHOLDERS
(As recorded in the Register of Substantial Shareholders as at 15 March 2017)

Direct interest Deemed interest
Name of shareholders No. of shares % No. of shares %
Niu Ji Xing®- @ 5,850,000 0.98 236,925,000 39.89
Faith Corporate International Limited® 236,925,000 39.89 - -
Toh Bee Yong® 104,517,595 17.59 - -

Notes:

() Niu Ji Xing is deemed to have an interest in the 236,925,000 shares held by Faith Corporate International Limited by virtue of Section 7 of the Companies Act, Chapter 50.
@) The shares of Niu Ji Xing and Faith Corporate International Limited are registered in the name of Citibank Nominees Singapore Private Limited.
() The shares of Toh Bee Yong are registered in the name of DBS Nominees (Private) Limited.
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TWENTY LARGEST SHAREHOLDERS

% of
Name of shareholder No. of shares shareholdings
1 CITIBANK NOMINEES SINGAPORE PTE LTD 245,489,000 41.33
2 DBS NOMINEES (PRIVATE) LIMITED 109,797,095 18.48
3 GAO ZHONGFA 22,800,000 3.84
4 WANG DEYOU 15,150,000 2.55
5  ZHANG CONGQIAO 15,000,000 2.53
6  CHUA ENG ENG 10,120,002 1.70
7 DBS VICKERS SECURITIES (SINGAPORE) PTE LTD 8,941,000 151
8  OCBC SECURITIES PRIVATE LIMITED 6,301,900 1.06
9 CHEN SHUOWANG 4,837,500 0.81
10 TEO RAYMOND 4,100,000 0.69
11  SIM SO0 THONG 3,262,900 0.55
12 RAFFLES NOMINEES (PTE) LIMITED 2,941,400 0.50
13 HE GUANGHUI 2,930,600 0.49
14  PAN LIN 2,801,000 0.47
15 TEO POH SUAN 2,717,000 0.46
16  PHILLIP SECURITIES PTE LTD 2,546,000 0.43
17 CHIN KEE TONG JEFFREY 2,234,800 0.38
18 TAN KENG KOK 2,123,900 0.36
19 OCBC NOMINEES SINGAPORE PRIVATE LIMITED 2,096,900 0.35
20 CHOO CHAI LEONG 1,563,000 0.26
TOTAL 467,753,997 78.75
FREE FLOAT

Based on the information provided to the Company as at 15 March 2017, approximately 35.1% of the issued ordinary shares of the
Company was held by the public. Accordingly, Rule 723 of the Listing Manual of the Singapore Exchange Securities Trading Limited has
been complied with.
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NOTICE IS HEREBY GIVEN that the Annual General Meeting of the Company will be held at Falcon Room, National Service Resort &
Country Club, 10 Changi Coast Walk, Singapore 499739, on Friday, 28 April 2017 at 2.30 p.m. for the following purposes:-

AS ORDINARY BUSINESS

Resolution 1
1. To receive and adopt the audited accounts for the financial year ended 31 December 2016, together with the Directors’ Statement
and the Independent Auditors’ Report.

Resolution 2
2. To declare a final one-tier tax exempt cash dividend of 5$0.002 per ordinary share in respect of the financial year ended
31 December 2016 (FY2015: S$0.002).

Resolution 3
3. To re-elect Mr Niu Ji Xing, who is retiring by rotation pursuant to Article 107 of the Company’s Articles of Association and who,
being eligible, is offering himself for re-election as a Director.

Resolution 4
4, To re-elect Mr Teoh Teik Kee, who is retiring by rotation pursuant to Article 107 of the Company’s Articles of Association
and who, being eligible, is offering himself for re-election as a Director.

Mr Teoh Teik Kee will, upon re-election as a Director, remain as the Chairman of the Audit Committee and the Board considers
him to be independent for the purpose of Rule 704(8) of the Listing Manual of the Singapore Exchange Securities Trading Limited.

Resolution 5
5. To approve the payment of Directors’ fees of SGD140,000 and RMB150,000 for the financial year ending 31 December 2017,
to be paid quarterly in arrears (FY2016: SGD140,000 and RMB150,000).

Resolution 6
6. To re-appoint Mazars LLP as the Company’s Independent Auditors and to authorise the Directors to fix their remuneration.

7. To transact any other ordinary business that may be properly transacted at an annual general meeting.

AS SPECIAL BUSINESS

Resolution 7
8. To consider and, if thought fit, pass the following resolution as an Ordinary Resolution, with or without modifications:-

“Authority to allot and issue shares

That pursuant to Section 161 of the Companies Act, Chapter 50, the Articles of Association of the Company and the Listing
Manual of the Singapore Exchangde Securities Trading Limited (“SGX-ST”), authority be and is hereby given to the Directors of the
Company to:-

(A) (i) allot and issue shares in the capital of the Company whether by way of rights, bonus or otherwise; and/or
(i) make or grant offers, agreements or options (collectively, “Instruments”) that might or would require shares to
be issued, including but not limited to the creation and issue of (as well as adjustments to) warrants, debentures

or other instruments convertible into shares,

at any time and upon such terms and conditions and for such purposes and to such persons as the Directors may in their
absolute discretion deem fit; and
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(notwithstanding that this authority may have ceased to be in force) issue shares in pursuance of any Instrument made
or granted by the Directors while this authority was in force,

provided that:-

(1)

(4)

the aggregate number of shares to be issued pursuant to this authority (including shares to be issued in pursuance
of Instruments made or granted pursuant to this authority) does not exceed 50% of the total number of issued shares
(excluding treasury shares) in the capital of the Company (as calculated in accordance with sub-paragraph (2) below)
(“Issued Shares”), of which the aggregate number of shares to be issued other than on a pro-rata basis to the existing
shareholders of the Company (including shares to be issued in pursuance of Instruments made or granted pursuant to
this authority) does not exceed 20% of the total number of Issued Shares;

(subject to such manner of calculation as may be prescribed by the SGX-ST) for the purpose of determining the aggregate
number of shares that may be issued under sub-paragraph (1) above, the percentade of Issued Shares shall be based on
the total number of issued shares (excluding treasury shares) in the capital of the Company at the time this authority is
given, after adjusting for:-

0] new shares arising from the conversion or exercise of any convertible securities;

(i) new shares arising from the exercise of share options or vesting of share awards which are outstanding or
subsisting at the time this authority is given, provided the options or awards were granted in compliance with
Part VIII of Chapter 8 of the Listing Manual of the SGX-ST; and

(iii) any subsequent bonus issue, consolidation or sub-division of shares;

in exercising the authority conferred by this Resolution, the Directors shall comply with the provisions of the Listing
Manual of the SGX-ST for the time being in force (unless such compliance has been waived by the SGX-ST) and the
Articles of Association for the time being of the Company; and

(unless revoked or varied by the Company in general meeting) this authority shall continue in force until the conclusion
of the next annual general meeting of the Company or the date by which the next annual general meeting of the
Company is required by law to be held, whichever is the earlier.”

[see Explanatory Note (i)]

BY ORDER OF THE BOARD

Vincent Lim Bock Hui
Company Secretary

Singapore
11 April 2017
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NOTICE OF
ANNUAL GENERAL MEETING

Explanatory Note:-

()

Ordinary Resolution 7 is to empower the Directors to issue shares in the capital of the Company and to make or grant instruments
(such as warrants) convertible into shares, and to issue shares in pursuance of such instruments, up to a number not exceeding
50% of the total number of issued shares (excluding treasury shares) in the capital of the Company, with a sub-limit of 20% for
issues other than on a pro-rata basis to shareholders. For the purpose of determining the aggregate number of shares that may
be issued, the percentage of issued shares shall be based on the total number of issued shares (excluding treasury shares) in the
capital of the Company at the time Ordinary Resolution 7 is passed, after adjusting for (a) new shares arising from the conversion
or exercise of any convertible securities, (b) new shares arising from the exercise of share options or vesting of share awards
which are outstanding or subsisting at the time Ordinary Resolution 7 is passed, provided the options or awards were granted
in compliance with Part VIII of Chapter 8 of the Listing Manual of the SGX-ST, and (c) any subsequent bonus issue, consolidation
or sub-division of shares. Such authority will, unless previously revoked or varied at a general meeting, expire at the next annual
general meeting of the Company.

Notes:-

()

(i)

(iii)

(iv)

(v)

(vi)

Unless otherwise permitted under the Companies Act, Chapter 50 of Singapore (the “Companies Act”), a member of the
Company entitled to attend and vote at the Annual General Meeting (“AGM”) may appoint not more than two proxies to attend
and vote in his stead. A proxy need not be a member of the Company.

Where a member appoints more than one proxy, he shall specify the proportion of his shareholding to be represented by each
proxy in the instrument appointing the proxies.

A member who is a relevant intermediary (as defined in the Companies Act) may appoint more than two proxies, but each proxy
must be appointed to exercise the rights attached to a different share or shares held by such member.

If the member is a corporation, the instrument appointing the proxy must be executed under its common seal or signed by its
duly authorised officer or attorney.

The duly executed instrument appointing a proxy or proxies must be deposited at the registered office of the Company at
18 Cross Street #07-11 China Square Central, Singapore 048423, not less than 48 hours before the time appointed for holding
the AGM.

An investor who holds shares under the Central Provident Fund Investment Scheme (“CPF Investor”) and/or the Supplementary
Retirement Scheme (“SRS Investor”) (as may be applicable) may attend and cast his vote(s) at the AGM in person, provided that
he has been appointed as a proxy by his CPF approved agent bank. CPF Investors and SRS Investors who are unable to attend the
AGM but would like to vote, may inform their CPF approved agent banks to appoint the Chairman of the Meeting to act as their
proxy, in which case, the CPF Investors and SRS Investors shall be precluded from attending the AGM.

Personal data privacy:-

By submitting an instrument appointing a proxy(ies) and/or representative(s) to attend, speak and vote at the AGM and/or any adjournment
thereof, a member of the Company (i) consents to the collection, use and disclosure of the member’s personal data by the Company (or its
agents) for the purpose of the processing and administration by the Company (or its agents) of proxies and representatives appointed for
the AGM (including any adjournment thereof) and the preparation and compilation of the attendance lists, minutes and other documents
relating to the AGM (including any adjournment thereof), and in order for the Company (or its agents) to comply with any applicable
laws, listing rules, requlations and/or duidelines (collectively, the “Purposes”), and (ii) warrants that where the member discloses the
personal data of the member’s proxy(ies) and/or representative(s) to the Company (or its agents), the member has obtained the prior
consent of such proxy(ies) and/or representative(s) for the collection, use and disclosure by the Company (or its agents) of the personal
data of such proxy(ies) and/or representative(s) for the Purposes, and (iii) agrees that the member will indemnify the Company in respect
of any penalties, liabilities, claims, demands, losses and damades as a result of the member’s breach of warranty.



ANNUAL GENERAL MEETING
PROXY FORM

LUZHOU BIO-CHEM TECHNOLOGY LIMITED

(Incorporated in the Republic of Singapore)
(Company Registration No. 200412523N)

I/We,

of

IMPORTANT

1. An investor who holds shares under the Central Provident Fund Investment Scheme
(“CPF Investor”) and/or the Supplementary Retirement Scheme (“SRS Investor”) (as may
be applicable) may attend and cast his vote(s) at the AGM in person, provided that he has
been appointed as a proxy by his CPF approved agent bank. CPF Investors and SRS Investors
who are unable to attend the AGM but would like to vote, may inform their CPF approved
agent banks to appoint the Chairman of the Meeting to act as their proxy, in which case,
the CPF Investors and SRS Investors shall be precluded from attending the AGM.

o

. This Proxy Form is not valid for use by CPF Investors and SRS Investors and shall be

ineffective for all intents and purposes if used or purported to be used by them.

(Name)

(NRIC/Passport/Registration No.)

being a member/members of LUZHOU BIO-CHEM TECHNOLOGY LIMITED (the “Company”) hereby appoint:

(Address)

NRIC/ Proportion of
Name Address Passport No. Shareholdings (%)
and/or (delete as appropriate)
NRIC/ Proportion of
Name Address Passport No. Shareholdings (%)

as my/our proxy/proxies to attend and to vote for me/us on my/our behalf, at the Annual General Meeting (“AGM”) of the Company to be
held at Falcon Room, National Service Resort & Country Club, 10 Changi Coast Walk, Singapore 499739 on Friday, 28 April 2017 at 2.30
p.m., and at any adjournment thereof. I/We direct my/our proxy/proxies to vote for or against the resolutions to be proposed at the AGM
as indicated hereunder. If no specific directions as to voting is given, the proxy/proxies will vote or abstain from voting at his/her/their
discretion, as he/she/they will on any other matter arising at the AGM and at any adjournment thereof.

No. | Resolutions relating to: For Adainst
1. Audited accounts for financial year ended 31 December 2016
2. Payment of final dividends
3. Re-election of Mr Niu Ji Xing as a Director
4. Re-election of Mr Teoh Teik Kee as a Director
Approval of Directors’ fees of SGD140,000 and RMB150,000
6. Re-appointment of Mazars LLP as Independent Auditors
7. Authority to allot and issue shares

(Please indicate with a cross [X] in the space provided whether you wish your vote to be cast for or adainst the resolution as set out in the Notice of AGM.
Alternatively, if you wish to exercise your votes both for and against the resolution, please indicate the number of shares in the respective spaces provided.)

Dated this day of

2017

Signature(s) of Member(s) or Common Seal

Total number of Shares in:

No. of Shares

(a) CDP Register

(b) Register of Members

IMPORTANT: PLEASE READ NOTES OVERLEAF



ANNUAL GENERAL MEETING
PROXY FORM

LUZHOU BIO-CHEM TECHNOLOGY LIMITED

(Incorporated in the Republic of Singapore)
(Company Registration No. 200412523N)

Notes:-

1

10.

Unless otherwise permitted under the Companies Act, Chapter 50 of Sindapore (the “Companies Act”), a member of the
Company entitled to attend and vote at the AGM is entitled to appoint not more than two proxies to attend and vote on his
behalf. A proxy need not be a member of the Company.

Where a member appoints more than one proxy, the proportion of the shareholding to be represented by each proxy shall be
specified in this proxy form.

A member who is a relevant intermediary (as defined in the Companies Act) may appoint more than two proxies, but each proxy
must be appointed to exercise the rights attached to a different share or shares held by such member.

Please insert the total number of shares held by you. If you have shares entered against your name in the Depository Register
(as defined in Section 81SF of the Securities and Futures Act, Chapter 289 of Singapore), you should insert that number of shares.
If you have shares registered in your name in the Register of Members of the Company, you should insert that number of shares.
If you have shares entered against your name in the Depository Register and shares registered in your name in the Register of
Members, you should insert the aggregate number of shares. If no number is inserted, this proxy form shall be deemed to relate
to all the shares held by you.

This proxy form duly executed must be deposited at the registered office of the Company at 18 Cross Street #07-11
China Square Central Singapore 048423 not less than 48 hours before the time set for the AGM.

This proxy form must be executed under the hand of the appointor or of his attorney duly authorised in writing. Where this proxy
form is executed by a corporation, it must be executed either under its common seal or under the hand of an officer or attorney
duly authorised.

Where this proxy form is signed on behalf of the appointor by an attorney, the letter or power of attorney or a duly certified copy
thereof must (failing previous registration with the Company) be lodged with this proxy form, failing which this proxy form shall
be treated as invalid.

The Company shall be entitled to reject a proxy form which is incomplete, improperly completed or illegible or where the true
intentions of the appointor are not ascertainable from the instructions of the appointor specified in the proxy form. In addition,
in the case of shares entered in the Depository Redister, the Company may reject a proxy form if the member, being the appointor,
is not shown to have shares entered against his name in the Depository Register as at 72 hours before the time appointed for
holding the AGM, as certified by The Central Depository (Pte) Limited to the Company.

An investor who holds shares under the Central Provident Fund Investment Scheme (“CPF Investor”) and/or the Supplementary
Retirement Scheme (“SRS Investor”) (as may be applicable) may attend and cast his vote(s) at the AGM in person, provided that
he has been appointed as a proxy by his CPF approved agent bank. CPF Investors and SRS Investors who are unable to attend the
AGM but would like to vote, may inform their CPF approved agent banks to appoint the Chairman of the Meeting to act as their
proxy, in which case, the CPF Investors and SRS Investors shall be precluded from attending the AGM.

By submitting this proxy form, a member accepts and agrees to the personal data privacy terms set out in the Notice of AGM
dated 11 April 2017.
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