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Important Notice

The Company’s Board of Directors, Board of Supervisors, directors, supervisors, and senior
management guarantee that, the content of the annual report is authentic, accurate and complete,
and contains no false statement, misleading presentation or material omissions, and they assume
individual and several & joint legal liabilities for the annual report.

All of the Company’s directors have attended the meeting of the Board of Directors.
KPMG Huazhen LLP issued an unqualified audit opinion.

Jean-Marc Dublanc, the Company’s principal, Jean-Marc Dublanc, the person in charge of the
accounting function, and Yun Cai, the person in charge of the accounting department (the
personnel in charge of accounting) state that, they ensure the authenticity, accuracy and
completeness of the financial statements in the annual report.

The Board of Directors has reviewed the profit distribution plan and the plan to use the statutory
reserve to perform a capital increase in the reporting period.

As audited by KPMG Huazhen LLP, the net profit attributable to the shareholders of the Company at
the consolidated level for the year ended December 31, 2018 amounted to RMB 926,130,660 and the
accumulated profits available for distribution at parent company level as at December 31, 2018
amounted to RMB 465,347,234.

Therefore, in order to share the Company’s operation achievements with all shareholders, as well as
enabling the Company for further development in consideration of the Company’s actual operation
situations, the Company proposes that: based on the Company’s total share capital of 2,681,901,273
shares dated December 31, 2018, the Company will distribute to all shareholders, cash dividend of RMB
1.73 yuan per 10 shares (inclusive of tax). The total amount of the cash dividends to be distributed is
RMB 463,968,920.23 yuan.

The above proposal is still subject to the approval of 2018 Annual General Shareholders’ Meeting.

Statement on the risks of forward-looking information
\ Applicable  [J Not applicable
The forward-looking information such as future plans and development strategy, etc. described in the

report do not constitute, in any manner whatsoever the Company’s substantial commitment to investors.
Investors should pay special attention to assessing investment risks.
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VIL.

VIIL.

Has the capital held by the controlling shareholder and its related parties been used for purposes
other than for transaction purposes?

No.

Has the guarantee been granted externally in violation of regulated decision-making procedures?

No.

Risk factors
\ Applicable [J Not applicable

During the reporting period, no material risks have been identified that will have a substantial impact on
the operations of the Company. The Company has disclosed the relevant kinds of business and
production risks as well as their corresponding solutions. For more information, please refer to Section 4,
Discussion and Analysis of the Operation, part I11.4 “Possible risks in the future”.

Other information
\ Applicable [ Not applicable

Chinese version of this report

This is an English translation of the Annual Report of Bluestar Adisseo Company. If there is any conflict
between the Chinese version and its English translation, the Chinese version will prevail.
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Interpretations

Section 1

Interpretations

Unless otherwise specified, the following terms in the report shall have the meanings shown below:

Interpretations of the terms in common use

a. General terms

Company, the Company Indicate Bluestar Adisseo Company
BNCM Indicates Bluestar New Chemical Material Co., Ltd
Nutriad Indicates The l_\lutriad Ho_Iding_B.V. company and its subsidiaries
acquired by Adisseo in February 2018
Gr(_)up, the Group, or Indicate Bluestar Adisseo Company and its subsidiaries
Adisseo
ChemChina Indicates China National Chemical Corporation
China Bluestar Indicates China National Bluestar (Group) Co., Ltd.
BANG Indicates Bluestar Adisseo Nutrition Group Ltd
Board of Directors Indicates The Board of Directors of Bluestar Adisseo Company
Board of Supervisors Indicates The Board of Supervisors of Bluestar Adisseo Company
Shareholders’ General Indi The Shareholders’ General Meeting of Bluestar Adisseo
. ndicates
Meeting Company
'(A;“gis;) fassociation Indicate The Articles of Association of Bluestar Adisseo Company
CSRC Indicates China Securities Regulatory Commission
SSE Indicates Shanghai Stock Exchange
SASAC Indicates Sta_te Assets Supervision and Administration Commission of
China
Yuan, 10 thousand Yuan, . RMB Yuan, RMB ten thousand Yuan, RMB one hundred
o Indicate -
100 million Yuan million Yuan
Reporting period Indicates Jan 1, 2018 ~ Dec. 31, 2018
In 2015, the Company acquired 85% of the ordinary shares of
BANG as well as disposed of all previous businesses of the
The transaction, the Indicat Company through major asset exchange, cash and share
restructuring ndicate issuance in consideration of the asset acquisition, private
placement in connection with the asset acquisition and
affiliated transaction.
Company Law Indicates Company Law of the People’s Republic of China
Securities Law Indicates Securities Law of the People’s Republic of China
Listing Rules Indicates Listing Rules of the Shanghai Stock Exchange
b. Technical terms
Feed additives are food supplements for farm animals that
Feed additives for animal Indicates cannot get enough nutrients from regular feeds and have to be
nutrition added to the feed for nutritional purpose; which could promote
the growth, development and wellbeing of animals.
One of the naturally occurring, sulfur-containing essential
Methionine / Methionine _ amino acid, which cannot be §yn_thetized by animals and need
Indicate to be added to the feed. Methionine product refers to those
product contain methionine itself or chemicals that can be bio-
transformed to methionine in animals.
Liquid methionine _ A methionine hydro>.<yl _ana_logug, which can _be na}tur_ally
o v Indicates transformed to methionine in animals and is in a liquid state at
(“HMTBA”) >
ambient temperature.
Powder methionine Indicates Methionine in a powdery state at ambient temperature.
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Interpretations of the terms in common use

Ammonium sulfate

Indicates

A colorless crystalline salt, which is a by-product during the
liquid methionine production process, and mainly be used as a
fertilizer.

Sodium sulfate

Indicates

A white crystalline compound, which is a by-product during

the powder methionine production process, and used especially
in detergents as well as the production of paper, glass, fuel and
pharmaceutical products.

Enzyme

Indicates

A protein molecule function as a biological catalyst and
effectively promote certain biological reactions in animals, and
also can be used to accelerate the reaction processes in
chemical industrial production. Enzymes can be added to feed
to ameliorate the feed utilization and nutrition, health and
immune status of animals.

Ruminants

Indicate

Refers to animals whose stomach usually divided into four
compartments, namely rumen, reticulum, omasum, and
abomasum, and chew a cud consisting of regurgitated,
particularly digested food. Ruminants include cattle, sheep,
goats, deer, giraffes, camels, etc.

Rumen

Indicates

The first stomach of a ruminant, which receives food or cud
from the esophagus, particularly digests it with the aid of
bacteria and passes it to the reticulum.

Performance products*

Indicate

The following products: methionine, methionine hydroxyl
analogue, vitamins, ammonium sulfate and sodium sulfate.

Specialty products

Indicate

The following products: enzymes preparation, rumen-protected
methionine, organic selenium additives, probiotics additives
and other specialties.

Other products

Indicates

The following products: carbon disulfide, sulfuric acid and
services of processing powder.

MMP

Indicates

3-(Methylthio) propionaldehyde. This substance is the first
intermediate in the synthesis of methionine. It is generated by
the chemical reaction between methane thiol and propylene.

KT

Indicates

Kilo ton

*Note: The definition here is only for internal financial reporting purpose as we consolidate the result of
main products together with its by-products, which is different from the definition used in animal nutrition
industry (i.e. technically, ammonium sulfate should not belong to Performance products if considering from
the point of view of animal nutrition industry).
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Section 2  Company Profile and Financial highlights

I.  Company profile

The Company’s Chinese name R 22l IR R A R A F]
The Company’s Chinese abbreviation LD

The Company’s English name Bluestar Adisseo Company
The Company’s English abbreviation Adisseo

The Company’s legal representative Jean-Marc Dublanc

1. Contact Person and Contact Methods

Secretary to the Board of Directors
Name Mrs. Liang Qinan
Contact address 9 West Beitucheng Road, Chaoyang District, Beijing
Tel 010-61958799
Fax 010-61958805
E-mail investor-service@bluestar-adisseo.com

On January 19, 2018, Mr. Wang Peng resigned from his job position due to his job change. The related
announcement has been made to the market accordingly. In March 2018, Mrs. Liang Qinan has been
appointed as the new company secretary by the Board of Directors.

1. Brief Information

s . Room 6518, Garden Hotel, 30 East Garden Road, Haidian District,
The Company’s registered address Beijing
Zip code of the Company’s registered address 100083
The Company’s office address 9 West Beitucheng Road, Chaoyang District, Beijing
Zip code of the Company’s office address 100029
The Company’s website www.bluestar-adisseo.com
E-mail Investor-service@bluestar-adisseo.com
IV.  Information Disclosure and Preparation Site

The name of newspapers selected by the Company
for information disclosure

The website specified by CSRC for publishing the
annual report

Preparation site of the Company’s annual report Board Secretary Office

Shanghai Securities News, China Securities Journal

Www.sse.com.cn
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V.  Brief Information on the Company’s Shares

Brief information on the Company’s stock
Type of Stock exchange on which the Share abbreviation Share code Share abbreviation
security securities are listed before modification
(S)r:g:gsry Shanghai Stock Exchange Adisseo 600299 BNCM

VI. Other Related Information

Name KPMG Huazhen LLP

Office address 8™ Floor, KPMG Tower, Oriental Plaza, 1 East Chang
An Avenue, Dongcheng District, Beijing

Name of signing Certified CHEN Yuhong, XU Xiaoming

Public Accountant

Accounting firm (domestic)
employed by the Company

VII.  Main financial data for the latest three reporting periods

Main financial data
Unit: Yuan Currency: RMB

Changes in

Main accounting data 2018 2017 comparison with 2016

the same period

of last year (%)
Operating revenue 11,417,981,750 10,397,823,108 10% 10,688,263,140
Net profit attributable to the 926,130,660 1,323,315,773 -30% 1,865,346,347
shareholders of the Company
Net profit attributable to the
shareholders of the Company after 907,325,102 |  1,290,183,564 30%|  1,866,719,988
deduction of non-recurring profit or
losses
Net cash flow arising from operating 1441696047 |  2,513,085,624 43%|  3,053,923,615

activities

Changes in
comparison with

the end of last year The end of 2016

The end of 2018 The end of 2017

(%)
Net assets attributable to the 13,602,423,751|  13,164,279,736 3% | 12,075,838,659
shareholders of the Company
Total assets 21453,362,349 |  21,329,082,225 1%  19,043,821,352
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VIII.

Main financial ratios

Change of the
present period over

non-recurring profit or loss

(%)

Main financial ratios 2018 2017 : 2016

the same period of

last year (%)

Basic earnings per share
(Yuan/ share) 0.35 0.49 -0.29 0.70
Diluted earnings per share 035 0.49 -0.29 0.70
(Yuan/ share)
Basic earnings per share after
deduction of non-recurring 0.34 0.48 -0.29 0.70
profit or loss (Yuan/ share)
Weighted average return on 6.90 10.51| decrease of 3.61 16.79
net asset (%)
Weighted average return on
net assets after deduction of 6.76 1026 | decrease of 3.50 16.80

Explanations of main financial data and financial ratios:

] Applicable ' Not applicable

Differences of Accounting Data under Domestic and Overseas Accounting Standards

1. Differences of net profit and net assets attributable to listed company’s shareholders in the
financial reports which are disclosed according to international accounting standards and Chinese
accounting standards simultaneously

[0 Applicable  Not applicable

Differences of net profit and net assets belonging to listed company’s shareholders in the financial

reports which are disclosed according to foreign accounting standards and Chinese accounting

standards simultaneously

[0 Applicable  Not applicable

[0 Applicable  Not applicable
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Main financial data on a quarterly basis for the reporting period

Unit: Yuan Currency: RMB

Q12018 Q22018 Q32018 Q4 2018
Operating revenue 3,013,914,234 2,736,073,854 2,775,317,639 2,892,676,023
Net profit attributable to the 351,812,300 137,399,268 220,302,733 216,616,359
shareholders of the Company
Net profit attributable to the
sharefolders of the Company 346,636,354 135,817,996 216,176,832 208,693,920
after deduction of non-recurring
profits and losses
aNC‘if\zi‘iseZﬂOW from operating (22,464,050) 387,201,943 373,048,874 703,009,280

Explanation of the data difference between the above quarterly financial data with the data published in

previous quarterly reports:
[0 Applicable  Not applicable

Non-recurring Profit or Loss Items

\ Applicable [ Not applicable

Unit: Yuan Currency: RMB

Non-recurring profit or loss items Amount in 2018 Description Amount in Amount in
(if applicable) 2017 2016
Net profit or loss on disposal of non- (8,577,642) Scrappmg of (1,598,472) (10,005,611)
current assets outdated equipment
. . Mainly grants
Government grants recognized in profit
) related to assets for
or loss, other than grants which are :
, land use right and
closely related to the Company’s industrial structure
business and are either in fixed 29,311,032 . . 15,392,842 13,351,265
. adjustment in
amounts or determined under o
o . Nanjing plant and
quantitative methods in accordance
. . related to R&D
with the national standard .
policy
Reversal of provision for other
receivables that are tested for 10,080,647
impairment losses individually
Other non-operating income or 9,782,461 31,641,797 (5,570,646)
expenses other than the above
Impacts attributable to minority
interests (after tax) (3,318,628) (5,846,861) 242,407
Impact of income tax (8,391,665) (16,537,744) 608,944
Total 18,805,558 33,132,209 (1,373,641)
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Items measured using fair value

Currency: RMB Unit: Yuan

Impact on profit or

Item Name Beginning Closing Balance Change n loss for current
Balance current period .
period

Derivative financial 19,287,286 6,772,220 (12,515,066) (2,552,039)
instruments assets

Derivative financial

instruments  liabilities (9,495,399) (67,384,765) (57,889,366) (12,346,561)
Derivatives instruments (net

assets/(liabilities)) 9,791,887 (60,612,545) (70,404,432) (14,898,600)
Total 9,791,887 (60,612,545) (70,404,432) (14,898,600)

For further detail on derivatives instruments, please refer to the part 49 Hedging in VIl Notes to the items in
the consolidated financial statements of the Section 11 of this report.

Others
[ Applicable  Not applicable
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Section 3  Basic overview of the Company

I.  Main businesses, Operating Methods and Industry explanation of the company during the
reporting period

The primary businesses of the Group are as follows: research, development, production and sale of feed
additives for animal nutrition.

Adisseo is a global leader in nutrition and health feed solutions including research and development,
production and sales with over 75 years’ experience. Adisseo supplies three types of products: Performance
products (including methionine, vitamins, ammonium sulfate and sodium sulfate), Specialty products
(including enzymes, rumen-protected methionine, organic selenium and probiotics additives) and Other
products (including carbon disulfide, sulfuric acid and services of processing powder). By relying on its rich
product mix, expansive sales, distribution platforms and strong technical support team, the Company
provides innovative feed additives solutions to around 3,500 customers located in over 100 countries globally.

The Group owes its success to a strategy in which innovation is the driving force. As such, Adisseo has
around 200 people dedicated to research, in acommitment to continuously bringing new, ever more effective
products to market. The Company is actively implementing its “two-business-pillar” strategy in recent years,
i.e. continuous consolidating its leadership in methionine industry, while at the same time accelerating its
development in Specialty business.

Adisseo’s mission is to provide the world with healthy, sustainable, affordable, high quality food without
compromising the principles of sustainability.

By 2050, the world’s population will have risen to more than nine billion. Providing food and nutrition
security is becoming more complex with respect to the long-term environmental sustainability. The
combination of natural resources scarcity, climate change and population growth further aggravate this
complexity.

The feed-food chain face a dual challenge: producing larger quantities of high quality and affordable meat,
milk, and eggs in response to an increasing global demand, while doing so through production systems that
are environmentally sound, socially responsible and economically viable. Today it is acknowledged that
Animal nutrition plays an important role to improve end-product quality and safety, increase livestock
production efficiency, reduce/minimize its environmental impact, and keep animal healthy and feeling well.

From this perspective, Adisseo contributes effectively in developing and providing innovative products and
services to the feed and food industry contributing to the sustainable growth of the planet. Especially,
Adisseo currently provides animal nutrition additives for essential nourishment and digestibility
improvement, stabilization of gut flora, helping specifically animal health by strengthening the animals’
intestinal tract and therefore increase their resistance to harmful micro-organisms. As such, we contribute to
the prudent use of antibiotics, reducing the risk of Antimicrobial resistance (AMR).

As well Adisseo feed ingredients contribute to support sustainable production and environmental protection
by the reduction of effluent (e.g. methane, nitrogen, and phosphorus), the increase of resource efficiency and
the balance of animal productivity and welfare.

Adisseo is a global leader in its main product lines:

o Adisseo is a world leader in methionine market and the world’s second largest producer of
methionine in 2018 by market share. Adisseo is one of the few global methionine producers capable
of producing methionine in both powder and liquid forms. Adisseo is also one actor with a complete
offer of methionine products;

e Adisseo is the world-leading producer of rumen-protected methionine;

e Adisseo is a world-leading and the most recognized supplier of Non-Starch Polysaccharide enzymes;
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e Adisseo is uniquely positioned in the vitamin business in the feed industry, who endeavors to
provide a packaged offer of vitamin solutions with high quality and complete traceability of the
products.

Its global leadership in the methionine market and deep scientific know-how in feed nutrition have enabled
Adisseo to establish long-term and stable relationships with its customers. Taking full advantage of its
unparalleled global sales network, Adisseo provides its customers with a comprehensive and diverse product
mix that includes methionine, vitamins and specialties to satisfy the customers’ demand for multiple products,
and consistently provides high-quality products and after-sales service in all product lines.

Furthermore, Adisseo has a powerful team of technical experts to offer professional consultation on additive
application technologies and feed formulation and finished products analysis, strengthening its position as
the go-to supplier for and its long-term and productive relationships with its customers.

Adisseo is present worldwide and operates on all continents and relies on its 9 R&D centers and its
production sites based in Europe, USA and China to design, produce and market nutritional solutions for
sustainable animal feed with sales force organized in five business areas: Europe/Africa/Middle East, North
& Central America, South America, Asia Pacific and China.

The manufacturing platforms enable Adisseo manage the majority of its production internally, some vitamins
are traded and Adisseo works with industrial partnerships for the production of specialties.

The 9 R&D centers represent true engines of its development. In order to ensure sustainable growth,
Specialty products will become a second business-pillar and thus Adisseo allocates financial resources on
R&D for new products.

In order to obtain broader penetration to China market, along with active development of the overseas
business, Adisseo also actively participates in various activities in China. Participation of the world’s first
import-themed national-level expo, China International Import Expo (CIIE) further enhanced its cooperation
with major business partners in China. The event again domenstrated continuous strong support from our
controlling shareholders with visitors to the booth from the top management of both ChemChina and Bluestar
Group.

The main performance-driven factors for Adisseo are the following:

o Worldwide meat, consumption. The animal feed additives market is driven by the worldwide
consumption of meat on which the poultry industry is the main one. This market grows sustainably
each year due to the growth of the world population, the increase of meat consumption worldwide
and to the industrialization of the feed industry;

e Currency exchange rates. Adisseo sells its products in different countries, mainly in US dollar, partly
in Euro and partly in RMB. Regarding cost, its plants are mainly in Europe and China, it purchases
a significant portion of its raw material in Euro, US dollar and RMB;

o Brent oil. Adisseo uses raw materials that are partly derivatives of Brent oil.

Major changes to the main assets of the company

[0 Applicable  \ Not applicable

Core competitiveness analysis in the reporting period

During the reporting period, there had been no significant change in the Group’s core competitiveness.
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1. Global Industry Leader

Adisseo awareness is improving all over the word. Adisseo is seen as expert company in animal nutrition
thanks to its highly qualified teams and R&D research centers.

» Performance products

Performance products include mainly methionine and vitamins. Consolidating its leadership on methionine
market is the first business-pillar of Adisseo.

Methionine

Methionine is one of the Adisseo’s main product categories. The complicated production processes of
chemical synthesis of methionine require significant expertise and initial capital investment. The whole
production process is regulated and supervised strictly from the prospective of environmental protection and
production safety. Therefore, only a few producers in the world are capable of producing methionine safely,
sustainably and in large scale. Adisseo is also one of the few global methionine producers capable of
producing methionine in both powder and liquid forms.

Adisseo has currently two platforms (Europe and Nanjing) and has decided in January 2018 to launch the
construction of a third one in Nanjing (next to the existing platform):

e European platform

It is the historical platform, which is structured around four main plants: Les Roches plants is the
upstream unit where the first intermediate in the synthesis of methionine, MMP, is produced before
being supplied then converted to powder methionine in Roussillon and Commentry plants (France) and
to liquid methionine in Burgos plant (Spain).

To increase its liquid methionine production in Europe by 50 KT, Adisseo announced in 2016 the
European platform expansion project. This project, substantially completed by the end of 2018 as planned,
required several investments representing a total of EUR 110 million: a new complete production line in
downstream unit (Burgos) and in upstream unit (Les Roches), and some adjustments in existing
intermediate products units.

In parallel, Adisseo undertook a sustainable development project, “Liquid furnace for MMPS1”
approved mid-2017, by launching the construction in Les Roches plant of a new MMP off-gases furnace
enabling to:
o Recover our fatal steam and valorize it into energy; and
o Decrease by 25 to 50% our atmospheric environmental emissions (NOx, SOx, dust) in the
considered MMP unit.
The commissioning of this new furnace is planned for the second quarter 2019.

Furthermore, Adisseo finalized the development of a truly innovative product - Rhodimet® A-Dry+ and
obtained regulatory authorization in Europe in early 2019. It is a brand new powder methionine product,
based on the liquid methionine (“HMTBA”) technology offering the benefits of this molecule to
customers whose manufacturing process does not allow the use of liquid form of methionine. With this
new source, Adisseo supports its position as a leading methionine supplier, offering the full-range of
methionine sources valuable for feed producers and meeting their needs.

The new Rhodimet® A-Dry+ production unit at the Burgos plant, consolidates the long-term future of
the site. Designed to incorporate many aspects of sustainability, it optimizes energy consumption (by
recycling waste steam), reduces CO2 emissions and imposes the minimum possible level of
environmental impact.
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e Nanjing platform

In 2013, Adisseo established the Nanjing plant to firstly supply China market, which has one of the
world’s largest methionine consumption market. Adisseo is one of the first global company to establish
major production facilities to produce methionine in China. With its integrated production process and
world-class manufacturing capability, the Adisseo Nanjing plant has become a worldwide leader in
liquid methionine production both in production scale as well as in low production cost. The gradual
increase of investment and production including debottlenecking, enable Adisseo to seize the
opportunities afforded by China’s rapidly-growing methionine demand, swiftly respond to the changes
in the market and further enhance its competitiveness and market position.

e New third platform (at Nanjing)

To meet the continuously growing demand of customers and thus consolidate its leadership role, the
Board of Directors of Bluestar Adisseo Company has approved the construction of a new liquid
methionine plant with a capacity of 180 KT per year, on January 16, 2018. The new facility locates in
the Nanjing Liuhe Chemical Park, adjacent to the existing Adisseo plant in Nanjing. It is expected to
start about mid-2021 and requires an investment estimated at USD 490 million. Adisseo is expecting
huge benefits to be derived from the new platform thanks to the important scale economy effect arising
from the synergy with the existing Nanjing plant. The project is progressing as planned.

Thanks notably to the second platform, although there were new capacity from both existing players and
new comers, Adisseo managed to increase market share from 24% to 27% from 2012 to 2017, stabilized in
2018. Adisseo expects to keep its leading position in the coming years, with projects such as the European
platform expansion and the new platform.

Adisseo markets methionine under Rhodimet®. Adisseo is considered as the best at the "global picture and
global supply" for methionine in liquid form by key customers.

Adisseo is a key participant for every regional market worldwide. In North America, Novus has the highest
market share; Evonik and Adisseo are also participants in that market. In China and Asia-Pacific, the key
market participants are Evonik, Adisseo, Sumitomo, NHU and CUC, while Novus’ market share is relatively
low. In other regions, Evonik, Adisseo and Novus are all major players.

Vitamins

Adisseo is also a key player in vitamins with full range of products, including A, B, D3, E and H. Adisseo
markets the vitamin portfolio under Microvit® which is recognized as a reliable and qualitative range of
vitamins by our customers as Adisseo select and guarantee through the Microvit Certification System.

Adisseo holds more than 20% of Vitamin A production capacity in feed industry. Adisseo is operating a
Vitamin A plant. Adisseo buys raw materials from different sources, including large chemical companies to
produce Vitamins A.

Following an accidental shutdown of the unit of our n<1 intermediate supplier at the beginning of November
2017, Adisseo managed to deal with the global Vitamin A crisis. Production of intermediate at Adisseo
supplier restarted mid of Q2 and Vitamin A restarted progressively from June 2018.

On customer’s side, Adisseo sales team took all measure to limit the impact on our customers but there were
a serious limitation of Vit A availabity in 2018. The current customer orders at the time of the Force Majeure
had been delivered. S1 volumes availability had been very limited.

There were a reduction of more than 50% of the normal worldwide Vitamin A production. Therefore, there
were a deficit of Vitamin A on the market during more than six months. Consequently, Market prices for
Vitamin A increased quickly. After production restart, available volume remained limited as a new incident
occurred in China with a fire in the plant of another main producer of Vitamin A and market price remained
at a high level until end of the year (even if much lower than at the beginning of the year).
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The increase of sales volume on other vitamins, combined with high Vitamin A market price reinforced
Adisseo profitability on Vitamin business in 2018.

> Specialty products

Specialty products includes enzymes, rumen-protected methionine, organic selenium, probiotics additives
and the Specialty portfolio of Nutriad (palatants, mycotoxin management, digestive performance, aqua).
Accelerating the development of Specialty products is the second business-pillar of the Group. Adisseo has
the ambition to become one of the worldwide leader of specialty additives in animal nutrition thanks to the
development of its existing product range, the launch of new products and external acquisitions.

Enzymes

Adisseo developed a leading position in the feed enzymes market. Enzymes improve digestibility and
efficiency of feed, which in turn reduces feed costs, waste, and water consumption. Animal feed enzymes
fall into two categories:
e Non-starch polysaccharide enzymes are digestive enzymes used in poultry and swine diets;
Rovabio® is a leading brand in the NSPases segment for more than 20 years, supported with the
Precise Nutrition Evaluation (PNEby Adisseo), a prediction services to evaluate feedstuff quality
and help our customers to formulate the feed in line with the animal needs;
e Phytase enzymes are used to break down phytate in poultry, swine and aqua diets to release bound
phosphorus.

Rovabio Advance®, a new Non-Starch Polysaccharide enzyme launched in 2015 continues its growth thanks
to new registrations (USA mid-2018). It represents more than 50% of total Rovabio sales.

In 2019, Adisseo will launch Rovabio Advance Phy®, an innovative enzyme product covering the needs of
the two above mentioned categories. This product will be made available gradually, pending regulatory
approvals. There is a significant growth potential for enzymes in all regions and Adisseo want to reinforce
its leadership on this market thanks to this product.

Rumen-protected methionine

Based on the world's leading methionine technology, Adisseo has actively developed two rumen-protected
methionine: Smartamine® M and Metasmart®, which are recognized as the best protected methionine for
ruminants with excellent performance. These products improve milk composition as well as overall
production and health of cows.

Despite the severe milk crisis in USA, Adisseo has reinforced its unique market positioning and leadership
by:

e Reinforcing its sales network in China, North America and South America;

e Launching in North America a new methionine product, RumenSmart®, complementary to the
existing range;

e Test marketing in North America a rumen-protected Lysine, Smartamine® ML. This product
benefits from the unique coating technology that made the success of Smartamine® M. This new
product will reinforce Adisseo offering and its amino acids balancing nutritional program;

e Continuously investing in R&D to develop new product.
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Organic selenium

Since the launch in 2014 of Selisseo® (organic selenium), Adisseo is becoming a major player in this
segment thanks to an innovative and patented product, supported by extensive R&D and technical work.

Organic selenium helps to enhance reproduction of poultry and swine, improve livability in shrimp, and
support production performance and health in challenging conditions (poultry, swine and aqua). Usage of
organic selenium increases steadily in all geographies and species.

Adisseo has already gained a significant market share in the reproduction segment. Sales growth is supported
by the adoption of Selisseo® in new market segments (broilers and layers especially) and new geographies
(product registration was obtained late 2018 in USA and is expected in China in 2019).

Probiotics additives

Since 2016, Adisseo has successfully launched Alterion® probiotic. Alterion® sales have increased strongly
in 2018 thanks to a growing penetration in existing geographies and thanks to the geographical expansion
(EU, China, Indonesia...).

This product, co-developed with Novozymes, is an efficient alternative to Antibiotic Growth Promoters in
poultry. It enables Adisseo to penetrate the promising ‘Gut Health’ segment which will continue to grow
tremendously in the coming years as antibiotic usage is gradually reduced. R&D work is ongoing to develop
probiotic products for other species as well.

New acquisition enhancing Adisseo Specialty products

In December 2017, Adisseo announced the acquisition of Nutriad, a manufacturer of feed additives for more
than 50 years, with a solid product range in

- Palatability: these products stimulate feed intake and consequently support performance and health
of animals (swine, ruminant, horses).

- Mycotoxin management: these products alleviate the negative impact of mycotoxins on health,
reproduction and performance (all species).

- Digestive performance: this range of product enable to sustain gut integrity and balance. They are
complementary to Alterion® and enable to offer customers more comprehensive and compelling
solutions.

- Agua: these products offer innotive nutritional and health solutions to fish and shrimp farmers.

The integration of Nutriad is a highly attractive opportunity for both companies to build a strong worldwide
franchise leveraging on complementary strengths (product portfolio, customer portfolio, species,
geographies, competences...) and will allow to implement integrated solutions to offer even more value to
customers.

Adisseo’s Specialty business has been re-organized around 7 product categories:
- Feed digestibility
- Health by Nutrition
- Palatability
- Feed preservation
- Agquaculture
- Ruminant Amino-acids and Protected Nutrients
- Ruminant Specialties and Solutions.

See section 5 - XV Major Contracts for further details on this acquisition.
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2. Global Production and Sales Network

Adisseo has set up local supply chain systems operating in an efficient and highly-responsive way based on
the distribution of its regional customers. Its main manufacturing network are spreaded in Europe, USA and
China. In the main regional markets, Adisseo associates to this network some toll-manufacturers for specific
products or operations. From those plants, it delivers its finished products directly or indirectly to its
customers in the world. It either ships direct to its customers or regional warehouses.

On the Chinese market, for example, in order to ensure to all of the products safely delivered to customers
all over the country on time, Adisseo has established a multipurpose supply chain with a center distribution
in Nanjing, combined with ten distribution warehousing centers national-wide according to where and how
much the customers are concentrated. All at once, this organization allows to Adisseo to export world wide
their products from China.

Adisseo also has a dedicated warehouse in Shanghai for traded products that are sourced in China, grouped
in this warehouse and shipped worldwide either to customers or to its regional warehouses.

The Adisseo sales team has regularly opened distribution subsidiaries or offices globally. Adisseo will
gradually establish and perfect the local sales organizations according to the development of the emerging
economies. For example, Adisseo has set up sales subsidiaries in India in 2016, in Malaysia in 2017; in 2018,
a new one was opened in Dubai. In addition; with the integration of Nutriad, the Group benefits from their
subsidiaries in Italy, Spain, Poland, and Greece. In addition to Adisseo’s own sales force, Adisseo has set up
close long-term relationships with sales agents and distributors around the world in order to better serve the
local market and customers.

In 2018, Adisseo finalized the development of its e-commerce site through the e-platform of Chemchina. In
November 2018, all Chinese customers were transferd on the e-commerce platform. The main benefits of
this platform is to simplify the ordering process for customers and allowing them to follow their delivery
process on line.

Last but not least, in 2018, in addition to its Regional sales network, Adisseo has decided to deploy a Global
Key Account strategy to better manage their Global Key Customers (with operations in different regions).
Key account managers have been nominated for each account.

Specialized and Comprehensive Feed Solutions

Because of Adisseo’s brand awareness, consistent product quality, competitive prices and rich product
portfolio, most of its main customers purchase more than one kind of product. Adisseo has a long and
distinguished history in animal feed nutrition, an outstanding market position, technological innovation and
powerful R&D capabilities that allows to develop scientific programs related to customer pain point.

To pursue the development of the feed solutions portfolio, Adisseo has integrated Nutriad’s product to offer
new possibilities to its customers. Recently 3A solution has been introduced, which consists to associate the
effect of Alterion’s probiotic, Adimix Butyrate and Apex phytogenic to improve livestock poultries gut
health and performance.

To further improve customer preference and differentiate from competition, Innov’1@b has been created to
scout and integrate disruptive technologies, products and services to improve efficiency, sustainability and
animal wellbeing at customer level.

Unparalleled Market Explorer and Pioneer

Adisseo has continuously expanded its business to successfully seize the opportunities presented by the
growth in demand for protein and animal feed additives in emerging economies. With population growth,
growth in income per capita and changes in diet in emerging economies, a greater demand for animal proteins
exists. Adisseo’s products help increase the metabolism and health of the animals and increase the efficiency
in animal husbandry. The growth in population and per capita income and the need for higher efficiency in
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using land and water resources have created bright prospects for Adisseo’s core products.

To fulfill its mission which consists in feeding the planet in a qualitative, affordable, safe and sustainable
way, Adisseo strives to keep a leading position on methionine market (first business-pillar of Adisseo’s
strategy) and to bring new solutions by accelerating the development of Specialty products (second business-
pillar).

Methionine

Adisseo is actively preparing future development by combining extensions and debottleneckings of existing
production facilities, while, at the same time, improving their reliability, performance and environmental
compliance:
e Adisseo secures sourcing for strategic raw materials. In 2016, Adisseo integrates sulfur melting
activity of Sobegi in European platform;
e Adisseo increases its production capacities in both Europe and China plants with above-mentioned
projects (debottlenecking projects in China, European platform expansion, and A-Dry+ project);
o Every year, Adisseo conducts new surveys and initiates new projects to reduce the environmental
impact of its activities: important increase of environmental investments part in 2018 due to several
major projects, such as new electrostatic filter to reduce dust in fumes at Nanjing , investment of a
new waste water treatment unit at Commentry, new furnace to maximize energy recovery on a MMP
production unit.

The project of construction of a new liquid methionine plant in Nanjing is a key step to implement the “two-
business-pillar” strategy and important action to consolidate leadership role in methionine industry.

Specialties

Adisseo ensures reliable and cost effective sourcing or production of all specialty products.
Adisseo reinforces its core businesses and diversify its portfolio in high growth segments by developing
strategic partnerships:
e [eed specialties representing for Adisseo an attractive field to extend its business; and
e Animal health capturing accelerated growth, especially in dynamic and emerging businesses, that
will enable Adisseo to expand its product portfolio.

Furthermore, Adisseo has reinforced its Specialty products segment with the acquisition of Nutriad, a global
manufacturer of feed additives for more than 50 years, announced in December 2017.

Strong Research and Development Capabilities

Adisseo has 9 R&D centers worldwide which represent true engines of its development. In order to ensure
sustainable growth, Specialty products is gradually becoming a second, strong business-pillar and thus
Adisseo is allocating more financial resources on R&D for new specialty products and services.

Adisseo’s R&D teams work closely with the strategic marketing, Methionine, Specialties and Vitamins
SBUEs, as well as Incubator Innov’L@b (internal structure dedicated to disruptive technologies, through start
up ventures), production and engineering departments to align the objectives of product/service development
with its general business objectives.

Adisseo currently has 2 chemical synthesis lab, a biotechnology lab, a formulation lab, a nutritional
researchers team, an experimental farm, engineering experts and other R&D departments, with around 200
employees globally.

In line with the strategic roadmap, the Innov’L@b (created during 2017) seeks, selects and develops

innovative disruptive solutions based on the needs, developments and challenges of Adisseo’s customers,
markets and internal partners. Originate from internal and external sources, Proof Of Concepts (“POC”)
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applicable to the feed sector are pre-screened by the Innov’L@b team and presented to an Advisory Board
comprised of technical and scientific experts, whose role is to evaluate the relevance of the POCs in terms
of market needs.

Furthermore, Adisseo cooperates with a number of international laboratories, universities and research
institutions, strengthens its bonds with the scientific community, encourages the passion for innovation, and
attracts technical talents by sponsoring R&D projects of methionine and related technologies. After the
partnership officially started with the Sichuan University in Chengdu on swine nutritional research, a new
partnership started mid-2018 with the University of Arkansas in Fayetteville (US) on poultry nutritional
research.

Adisseo remains an industry pioneer through its own prominent research and development capability since
the release of powder methionine in 1945. Adisseo is one of the first companies in the world to synthesize
methionine and vertically integrate its upstream and downstream production processes, one of the first
companies to develop rumen-protected methionine for the ruminant market and is one of the first companies
to develop the coated Vitamin A product. Adisseo was the first company to launch a high concentrated
Vitamin A (1 million unit/g), which became the new market standard.

There are currently several major research projects under development, concerning all of Adisseo’s major
products: methionine, enzymes, probiotics and also rumen-protected products as well as other new specialty
products.

From 2014 onwards, Adisseo launched one new product every year: Selisseo®, a specialty product based on
selenium in 2014, and Rovabio Advance®, a new Non-Starch Polysaccharide enzyme, in 2015 and
Alterion®, a new probiotic, in 2016. In 2017, Adisseo developed Rhodimet® A-Dry+, a new powder
methionine, its EU authorization has been obtained in early 2019. In 2018, a new protected methionine:
RumenSmart® was launched in North America, complementary to the existing range.

Scientific and Reasonable Cost Control Measures

Adisseo has vertically integrated its upstream and downstream production processes. Its methionine
production extends to the production of propylene, sulfur and other such basic materials, ensuring a stable
and reliable supply for the hazardous intermediates in methionine production. These intermediates mainly
include methanol, MMP, hydrogen sulfide, hydrogen cyanide, among others. These materials have limited
suppliers in the public market and the production is not integrated. Through the production of these
intermediates, Adisseo is able to monitor the product quality at each production step, and appropriately lower
the production costs and become even more competitive at the same time.

Experienced Management Team with Rich Industry Knowledge

The Adisseo management team in average has over 10 years of industry and management experience in
animal feed additives. Adisseo’s management team has focused on effectively integrating and allocating
Adisseo’s global business and resources. Additionally, at Adisseo, the commitment of its people is a key
performance indicator alongside safety and financial results. Adisseo has built employee development and
incentive programs, which provides internal drive for sustainable growth.
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Section4  Discussion and Analysis of the Operation

Discussion and Analysis of the Operation

Adisseo’s businesses focus on research, development, production and sale of feed additives for animal
nutrition. Its main products are classified within 3 categories of products: Performance products, Specialty
products, and Other Products for other animal feed additives.

Its performance, financial position and future are affected by the global macro economy. Although the global
macro economy has demonstrated signs of slow recovery, significant disparity exists among the recovery
process for each competitor. Trade imbalances and exchange rate fluctuations also increase the uncertainty
of such recovery. Thanks to that fact that Adisseo is a key important player in the food value chain, Adisseo
has high resilience in facing with those uncertainties, which can be proved by the stable profit generation in
the past 10 years.

Adisseo faces competition from large and well-known companies with strong financial positions as well as
competition from other companies in the regional or local markets. Chinese New Comers (CUC / NHU)
have started their new units during the years 2016-2017. All Historical players have communicated about
new facilities to come during the period 2019-2023 (Sumitomo, Evonik, Novus and Adisseo). CJ is
advancing with their objective to diversify towards more competitive raw material sources, as its production
process is partially independent from petroleum based raw materials.

Adisseo has taken steps to improve its competitiveness, including tightening cost control, improving
production technologies, increasing its production capacity, providing value-added services and enriching
product portfolio:

e The European platform expansion project is completed and successfully started: it is increasing
about 50 KT the production capacity of the European plants by adding a new complete production
line in downstream unit (Burgos) and in upstream unit (Les Roches), and some adjustments in
existing intermediate products units. ;

e The brand new powder methionine product, Rhodimet® A-dry, which is developed based on the
liquid methionine (“HMTBA?”) technology, offering the benefits of this molecule to customers
whose manufacturing process does not allow the use of liquid form of methionine, obtained
regulatory authorization in Europe in early 2019. With this new source, Adisseo will further support
its position as a leading methionine supplier, offering the full-range of methionine sources valuable
for feed producers and meeting their needs;

e Nanjing plant expansion project is also on schedule, which enables Adisseo to increase its
production capacity to 170KT per year and to improve further its manufacturing efficiency;

e Thenew 180KT liquid methionine plant in Nanjing is progressing as planned. Upon completion,
the new plant will enable Adisseo to satisfy ever-increasing customer needs as well as to
improve cost efficiency. Adisseo is taking all actions to meet and anticipate new environmental
regulations;

e Specialty products are under active development as a second-business-pillar to enhance animal
performance and health. The Company sees great growth potential in Specialty products and
actively explores innovative products. Adisseo also acquired Nutriad in February 2018: Nutriad’s
product range, the species addressed, and its target markets are highly complementary to Adisseo’s
and will allow to implement integrated solutions to offer even more value to customers.
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2018 results

In (100 million) Yuan

Operating revenue 114.2 104.0 10%
Net cash flow arising from operating activities 14.4 25.1 -43%
Net profit attributable to shareholders 9.3 13.2 -30%

Net profit attributable to the shareholders of the
Company after deduction of non-recurring 9.0 12.9 -30%
profit or losses

Basic earnings per share (Yuan/ share) 0.35 0.49 -29%

Adisseo’s TRIR (Total Recordable Injuries Rate — number of accidents per 200,000 hours worked) for the
full year 2018 finally achieved at 0.76, which is a big continuous improvement from 0.96 in H1 2018 with a
quite difficult beginning of 1st Quarter.This result is one of the best in the industry. It is the consequence of
the Safety action plans continuously reinforced to reach our objective: zero accident.

The Company recorded an operating revenue of RMB 11.4 billion and a gross profit of RMB 4 billion in
2018, representing a yoy increase of 10% and near flat with a slight decrease of -1.6% respectively.
2018 business trends reflected the combined impacts of:

e Unfavorable economic environment with weaker US$ and higher energy & raw material costs;

¢ In Methionine business, a less favorable market environment as expected with a significant decrease
in the selling price partially balanced by steady sales volume growth of liquid methionine;

e A rigorous cost control and plant’s management that ensure a good level of profit margin in a context
of a decreasing pricing on methionine;

o Despite the plant shutdown of a major intermediate supplier, Adisseo mitigated the negative impact
on volumes to continue to deliver Vitamin A to its key customers in an exceptional high price
environment, which contributed significantly to the annual results;

e Thanks to the acquisition of Nutriad products as well as strong growth in Selisseo and Alterion,
specialty products recorded an operating revenue of RMB 2.3 billion, representing a strong yoy
increase of 31%, which reinforced its position as a solid second business pillar of Adisseo. Alterion®
and Selisseo® recorded significant sales volume growth especially in Asia Pacific, Europe and South
America. Ruminants sales have been suffering from the U.S. milk crisis throughout 2018.

2019 outlook

e Safety is Adisseo first priority. In 2019, it will pursue its zero accident objective and further improve
its safety performance including 2018 acquired companies, Nutriad and Inodry;

e Environmental impacts are also a key priority for Adisseo. The development and implementation of
action plans for each entity of the Group to reduce environmental impacts (notably waste discharge,
water consumption and air quality) are in porgress;

e Demand for methionine will continue to grow on a global basis at a rate of around 6.0% per year.
Adisseo objective is to maintain its global leadership and market share by better capturing growth
from the methionine market (liquid and powder forms) and remaining flexible at serving customers’
needs. The leadership of Adisseo in the methionine industry is further strengthened with the launch
of Rhodimet® A-Dry+ as well as the completion of capacity expansion on the European sites in
2018 with European platform expansion project. The investment of a 180 KT liquid methionine
plant in Nanjing will enable Adisseo to meet ever-increasing customer needs and to achieve cost
efficiency in the near future. It is also a key step to consolidate the Company’s leadership;

o  After the offering shortage in 2017, the Vitamin market is expected to gradually get back to normal
with the restart of plants of other key players. Besides, Adisseo is pursuing the implementation of a
new strategic long-term cooperation agreement to secure the sourcing of Vitamin A intermediate;
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On Specialties development, Adisseo will continue to invest to develop with a leverage effect thanks
to the incubator Innov’L@b launched in 2017;

Adisseo new integrated organization following Nutriad acquisition started to operate with
confirmed business synergies including a promising business development on the aquaculture
market. The acquisition of Nutriad, a global feed additives producer, is part of Adisseo’ strategy to
become one of the worldwide leaders of feed specialty additives. Nutriad products range, the animal
species addressed (poultry, swine, aquaculture, dairy and cattle), and its customers are highly
complementary to Adisseo’s and will allow the combined businesses to implement integrated
solutions and to offer even more value to customers;

AVF fund: Adisseo is accelerating its innovation development leveraging venture capital on top of
internal research: launched with the European leading venture capital firm Seventure Partners in
March 2018, AVF Professional Private Equity Investment Fund with Adisseo as the cornerstone
investor has completed its first investment of USD700K in early 2019. More on-going projects are
in progress;

Adisseo is undertaking and accelerating its competitiveness improvement plan which is expected to
deliver about EUR 30 million savings on annualized basis;

e US Dollar and raw material cost will still be key factors.

Analysis of results of operations of main businesses in the reporting period

1. Analysis of main business

Analysis of main changes in items of profit & loss statement and cash flow statement
Unit: Yuan Currency: RMB

Amount of current Amount in the same Change
Items . .
period period of last year (%)
Operating revenue 11,417,981,750 10,397,823,108 10%
Cost of sales 7,433,746,398 6,350,759,160 17%
Selling and distribution expenses 1,214,491,598 1,005,421,123 21%
General and administrative expenses 662,060,522 485,412,524 36%
Research and development expenditure 298,112,113 235,620,918 27%
Financial expenses (44,370,696) (57,062,707) 22%
Net cash flow from operating activities 1,441,696,047 2,513,085,624 -43%
Net cash flow from investing activities (2,384,358,208) (900,548,429) -165%
Net cash flow from financing activities (1,373,468,192) (880,068,583) -56%
(1) Income & Cost Analysis
\ Applicable [J Not applicable
a. Analysis by industry, by product and by region
Main operations by industry
Increase/de-
crease in Increase/decreas | Variation in
Gross . . . .
_ Operating profit operating e in operating GP ratio on
By industry Cost of sales . revenue on | cost on the same the same
revenue ratio . :
%) the same period of last period of last
period of last year (%) year
year (%)

Health and 11,417,981,750 | 7,433,746,398 | 35% 10% 17% -4%
Nutrition
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Main operations by product

Increase/decre | Increase/decre S
. - Variation in
Gross asein ase in .
Operating profit operating operating cost GP ratio on
By product Cost of sales . the same
revenue ratio | revenue onthe | on the same .
) X . period of last
(%) | same period of | period of last car
last year (%) year (%) y
Performance 8,495,564,000 | 5900,035432 | 30% 5% 12% 5%
products
Specialty products 2,261,542,569 | 1,148,036,033 49% 31% 52% -T%
Other products 660,875,091 376,674,933 43% 17% 24% -4%
Total 11,417,981,750 | 7,433,746,398 35% 10% 17% -4%
Main operations by region
Increase/decr
Increase/decrease :
Gross . : ease in S .
. - in operating . Variation in GP ratio
. Operating Cost of | profit operating cost .
By region - - revenue on the on the same period of
revenue sales (*) | ratio X on the same
same period of - last year
(%) last year (%) period of last
Y year (%)
Europe / 0
Africa/MO 3,872,245,015 17%
North_& Central 2.392.665.760 3%
America
Asia / Pacific
(excluded 1,913,670,018 12%
China)
South America 1,741,032,926 6%
China 1,162,201,679 1%
Other 336,166,352 23%
Total 11,417,981,750 10%

Explanation on main business by industry, by product and by regions
\ Applicable [ Not applicable

(*) The Company discloses only operating revenue by region due to the fact that neither operating cost, nor

gross margin are monitored by region.

Analysis of the factors impacting the income from sale of products

In comparison with 2017 CCZTL?;(T Change in sales price Change in scope Exchange rate impact
Performance products (2,957,260) 374,620,930 22,344,712
Specialty products (106,839,672) (42,232,283) 679,600,241 1,436,165
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Adisseo’s operating revenue in 2018 totaled RMB 11,417,981,750 and increased by 7% at constant
EUR/CNY rate (i.e. 10% at current EUR/CNY rate), compared to 2017.

b. Production, Sales and Inventory Quantity analysis

[J Applicable v Not applicable

Units of volume by category of products comprising are not homogeneous. Therefore, no disclosure have
been provided.

c. Cost analysis table
Unit: Yuan
By industry
By industry Cost Amount of Proportion to Amount of Proportionto | Proportion of Explanation
composition | current period | the total cost the same the total cost | change in the
items of current period of last of the same amount of
period (%) year period of last | current period
year (%) over the same
period of last
year (%)
Impact of increasing
Health and volume of sales and
Nutrition 7,433,746,398 100% | 6,350,759,160 100% 17% high raw material
cost
By product
By product Cost composition | Amount of Proportion Amount of Proportion Proportion | Explanation
items current to the total the same to the total of change
period cost of period of last | cost of the in the
current year same period | amount of
period (%) of last year current
(%) period over
the same
period of
last year
(%)
Raw materials, Increased
purchased raw material
equipment and cost and
Performance | consumables used impact of
products (73%), 5,909,035,432 79% | 5,290,143,748 83% 12% increasing
Depreciation and sales
amortization volume.
(11%), Other
(16%)
Raw materials, Impact of
purc_;hased increasing
equipment and
Specialty consumables used volume of
products (77%), 1,148,036,033 15% | 757,693,985 12% 52% sales and
Depreciation and scope effect
amortization due to
5%), Other .
518‘;) ) Nutriad
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By product
By product Cost composition | Amount of Proportion Amount of Proportion Proportion | Explanation
items current to the total the same to the total of change
period cost of period of last | cost of the in the
current year same period | amount of
period (%) of last year current
(%) period over
the same
period of
last year
(%)
Raw materials, Impact of
purc_:hased increasing
equipment and
Other consumables used volume of
(46%), 376,674,933 5% | 302,921,427 5% 24% sales and
products -
Depreciation and scope effect
amortization due to Inodry
(18%), Other
(36%)

Other explanations related to cost analysis
O Applicable ' Not applicable

d. Main customers and main suppliers
< Applicable [J Not applicable

The total amount of sales revenue from Adisseo’s top 5 customers amounted to RMB 877 million, accounting
for 8% of the Group’s total operating revenue. There is no sales revenue from the related parties.

N<1: RMB 258 million; N 2: RMB 203 million; N <3: RMB 152 million; N4: RMB 132 million; N5: RMB
132 million.

The total amount of purchasing from the Company’s top 5 suppliers amounted to RMB 1,709 million
accounting for 23% of the Company’s total operating cost, in which the amount of purchasing from the
related parties is null.

N<1: RMB 544 million; N2: RMB 489 million; N<3: RMB 300 million; N<4: RMB 222 million; N<5:
RMB 154 million.

(2) Expenses
\ Applicable [ Not applicable

Amount of current Amo_unt in the same
Items . period of last year Change (%)
period
Selling and distribution expenses 1,214,491,598 1,005,421,123 21%
General and administrative expenses 662,060,522 485,412 524 36%
Financial (income)/expenses (44,370,696) (57,062,707) 22%

The increase of selling expenses was in line with the increase of sales volumes as well as the further
expansion of business team of specialty production worldwide to support the second business-pillar strategy.

The increase of financial expense is mainly due to the negative FX result in 2018 linked to South America
currencies weakness.
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(3) R&D expenditures
< Applicable [J Not applicable

Unit: Yuan

Research and development expenditure recorded in expenses of current period 384,437,994
Research and development expenditure capitalized of current period 18,293,514

. 402,731,508
Total research and development expenditure e

0,

Proportion of total research and development expenditure to operating revenue (%) 3.53%
R&D headcount as of December 31 2018 179
% of R&D headcount over total headcount 8%
% of capitalized R&D expenditure over total amount 5%

Explanation
v Applicable [ Not applicable

The Research and development expenditure in the Income statement are decreased by a tax return effect
about RMB 86,325,881.

Adisseo has reinforced its R&D resources in China by establishment a new R&D center in Nanjing as well
as a new strategic alliance with Sichuan Agriculture University for the purpose to provide timely support
and innovation to Nanjing plant as well as more China-market oriented technologies and solutions. A new
partnership started mid-2018 with the University of Arkansas in Fayetteville (US) on poultry nutritional
research.

(4) Cash flow
v Applicable [ Not applicable

The Adisseo net cash flow from operating activities amounts to RMB 1,441,696,047 compared to RMB
2,513,085,624 last year.

The decrease of net cash flow from operating activities compared to the same period of last year is explained
by:
e RMB -1,130 million (-45%) due to the decrease in Adisseo’s gross profit at constant EUR/CNY
rate;
e RMB 59 million (2%) due to changes in the EUR/CNY currency exchange rate.

The operating cash flow generated by Adisseo enabled to invest RMB 2,384,358,208 including the
acquisition of Nutriad and Inodry, to partialy redeem the preferred shares for an amount of

RMB 517,192,516 and pay dividends for an amount of RMB 752,271,800, including dividends paid by
BANG to non-controlling interests.

2. Significant change in the Company’s profit composition or profit sources in the reporting period
arises from the ancillary businesses

[0 Applicable V Not applicable
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3. Analysis of assets and liabilities

(1) Information of assets and liabilities

Unit: Yuan
As at December 31, 2018 As at December 31, 2017
0,
Items Percentage Percentage cha/:l e Explanation
Amount to total Amount to total g
assets (%) assets (%)
Cash at bank and Decrease due to Nutriad
Lo avankandon 5 82,336,110 25% | 7,659,509,312 36% -31% Acquisition and PPE
expenditure
Derivative financial Change related to hedging
6,772,220 0% 19,287,286 0% -659
assets ° ° 65% of EUR/USD
Other current assets 583,989,258 3% 371,771,619 2% 57% Increase due to tax
prepayment
Available-for-sale o 0 0 .

financial assets 25,627,615 0% 16,866,929 0% 52% New investments
Long-term receivables 59,891,031 0% 33,774,008 0% 7% Increase due to N.uFr.' ad
acquisition
Increase linked to European
Construction in 0 0 0 and Nanjing platforms
orogress 1,410,987,041 7% 887,324,323 4% 59% expansion and A-Dry+
projects
Gooduill 1,626,099,606 8% 872,298,201 4% g6y, |Increase due to Nutriad and
Inodry acquisition
Other non-current Miscellaneous prepayments
a