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CORPORATE INFORMATION
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MAJOR FINANCIAL INDICATORS AND KEY OPERATING DATA
TEVBREERTELEYUE

KEY FINANCIAL DATA

FTEHKEHE
For the six months ended 30 June
HZ6H30BIEAEA
2023 2022
2023 F 2022 F
RMB’000 RMB’000
AR®T ARETTT
(Unaudited) (Unaudited)
(REER) (REER)
Revenue A 2,436,545 2,443,273
Gross profit EAl 282,227 222,336
Profit/(loss) before biological assets fair value EMEBEERARBEAEMN
adjustments B8 (EE) 71,792 (60,920)
Net profit/(loss) SFFE(E18) 82,095 (70,937)
Net profit/(loss) attributable to shareholders of SEEEATIRED
the parent company SFFE,(EER) 82,095 (70,937)
Basic earning/(loss) per share (in RMB) WRERAF(E1E)
(AR¥T) 0.06 (0.05)

Interim Report 2023 # Hi § &

5



MAJOR FINANCIAL INDICATORS AND KEY OPERATING DATA
TEMBEERTELEHE

KEY OPERATING DATA

FTEREHE
White-feathered broilers bred White-feathered broilers processed
BPYREFEE APREMTE
unit: million birds unit: million kg
By 5EE By BETR
77.7
72.2 161.7 159.0
~7
Six months ended 30 June 2022 Six months ended 30 June 2023 Six months ended 30 June 2022 Six months ended 30 June 2023
B ZE2022%6H30H B Z2023%F6830H B ZE20229F6H30H B ZE2023F6830H
ER@EA 1ER@EA 1ER@EA 1ER@EA
Sales volume of processed chicken meat products Sales volume of raw chicken meat products
AMTHARMEE SHARMEE
unit: million kg unit: million kg
B -BHETR By BBTR
121.0
54.7 60.8 106.4
A% .
Six months ended 30 June 2022 Six months ended 30 June 2023 Six months ended 30 June 2022 Six months ended 30 June 2023
HZE2022%6H30A BZE2023F6H30H B ZE2022F6H30H B ZE2023F6A30R
1WER1ER 1WEREA 1WEREAR WEREAR

Sales volume of chicken breeds
HEHE
unit: million birds
By 5BE

19.1
14.2

Six months ended 30 June 2022 Six months ended 30 June 2023
EHZE2022%F6H30H EZ2023F6A830H
ER@EA 1ER@EA

SHANDONG FENGXIANG CO., LTD. WRB# R BB R D A



MAJOR EVENTS
RER

MARCH

In March, in the convenience store channel, which is the closest to In March, “[Bl £ & & (Fovo Foods)’ (“Fovo Foods”) garnered a substantial
consumers, “{& J¥Z(iShape)” (“iShape”) has covered in aggregate fan base through its competence. It made an impressive appearance at
over 60,000 physical stores through the cooperation with quality the 11th China Ingredients E-commerce Festival in 2023, and splendidly
convenience store enterprises such as Lawson, 7-Eleven, and showcased over a hundred types of products including group meals,
Bianlifeng; and iShape was awarded “Annual Best Partner” by Chinese and Western-style fast food, supermarket convenience series,
Lawson. iShape series and innovative ingredient series.

A ERMEBEEENENERE EV(EBR)ABEE SA-RAxEm((RER&KDENER]  NERIFE20235+—E+H
HoT-M BEHNEESEEEMNELEAF BRAAEEHER BRMERHS BERRITEESE $AARE BEENARE
BRTPE UEGERIFEREEEBH] - WA - QI EM RO BEREER

In March, there were intensive visits from European clients, who
gave high ratings on the exceptional accomplishments of Shandong
Fengxiang Co., Ltd. (the “Company” or “Fengxiang”’) and its
subsidiaries (the “Group”) in food safety, product quality control,
environmental, social and governance (“ESG”) management system,
and other aspects.

In March, iShape’s brand has been visually refreshed and launched. 3ACBMEPEERT HURBEHEENERAR(RAR]
SRR KEMBARI(AEENERALE EREER

3A B RMBBBRE LR # B e RERATESG)EHEBRENEMARE TERS
B FTAE o
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MAJOR EVENTS
RER

In June, the highly anticipated Ganggang Chicken made its debut,
catering to discerning palates with its pure and rich spicy flavor. With

In April, the tasty Jiaoma Chicken Nuggets were launched, perfectly blending the - LS < o
meat that clings onto the bone, it is finger-licking delicious.

numbing spiciness of Sichuan peppercorns with the freshness of chicken,
ti li i ti the tast .

oreating & lingering sensation on the taste buds 68 « ATAT B SRR 88 + 3% 2 3 Bk 5 400K B - AT AT 5 46 IE SR 5

4R RIREARER E - ERERGRE  ERAOM - BAKHE LT MRERIR - BAWE  HIZHBFE -

NEZ LBEEOFT M-

© © 0 0 0 0 0 00 000000000000 0000000000000 0000000000000 000c00

In May, iShape was selected for the “2023 National Trendy
Food Top 100" list.

57 B AEQOBEHERML A RE) -

MAY

® ==

In June, Fengxiang participated in the 2023 China
Cantonese Cuisine Ingredient E-commerce Festival with
nearly a hundred products. The exhibition received rave
reviews for its culinary delights, earning Fengxiang the title
of the most popular exhibitor at the China Cantonese
Cuisine Ingredient E-commerce Festival.

67 BHBEIANERES2M20BEHTEEXRM
BEE RERSEREFFNG LEFBERNEHE
RERARZREH-
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MANAGEMENT DISCUSSION AND ANALYSIS

The following discussion and analysis also contain certain amounts and
percentage figures that have been subject to rounding adjustments.
Accordingly, figures shown as totals in certain tables may not be an
arithmetic aggregation of the figures preceding them and all monetary
amounts shown are approximate amounts only.

COMPANY PROFILE

Introduction

The Company is the largest white-feathered broiler meat exporter and
the leading retail enterprise of chicken meat food in the People’s
Republic of China (“PRC”), which was established as a joint stock
limited liability company in the PRC on 17 December 2010 and listed on
the Main Board of the Stock Exchange on 16 July 2020 (stock code:
9977).

The Group is principally based in Shandong in the PRC and produces
and sells processed chicken meat products and raw chicken meat
products mainly from white-feathered broilers. The main products
include (i) processed chicken meat products; (ii) raw chicken meat
products; (iii) chicken breeds; and (iv) others. Apart from its leading
domestic market position in the PRC, the Group has an established and
growing export business supplying a wide range of premium quality
chicken meat products to overseas customers in Japan, Malaysia,
Europe, the Middle East, Korea, Mongolia and Singapore. The Group’s
white-feathered chicken meat products are halal certified by adopting
Islamic slaughter rituals.

The Group adopts an integrated “poultry to plate” model which enables
it to control every stage of the poultry lifecycle, allowing the Group to
effectively manage quality and cost throughout the process starting
from the breeding of broilers to the distribution and sale of chicken meat
products.

EEBEEBNARREDN

KT mEAMmEREE TENENRENE DL
Br A ETRBTFAF—HEFTRLRE LA
SIBFRMEMAN  MAES R BHERERBLY
TE -

Ak D
&

RARalAFEAREMB((HED ZANAPAH
PORERELENERNRMETESE  #H2010F12 A
1T7THERBERT ARMHERAG - I R2020567 A 16
BEBZATER E (RMH RS 9977) ©

AEFBETZMRAFPRHILE T ZEFAPARBLEER
HERNIBENERRFEFAR G - TZERBIE()
AMTHARG ()EHAR G i) E Riv)E
fhoBrAEFPBEBEATBNERIAI  AEBINES
FRALTEHARAOEOER  mAAX - BRAR B
MR -BE RHERFMENEINEFHESRE
EBEANE R -AEBENAPEANZREAFHERE
EEANETBEERE -

AEBRA-RBLEIMERSHELIRA  EAKEGE
MEFRBESBERNEGERE  KMAREER
NEBHEIEARBOBELHEREARENEER
FXAR o
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MANAGEMENT DISCUSSION AND ANALYSIS

EEE W N DT

Business Segments
Processed Chicken Meat Products

The Group markets its processed chicken meat products under “Fovo
Foods”, “iShape” and “# ¥ /& (Wu Genglu)” brands. Processed
chicken meat products comprise cooked, semi-cooked and seasoned
chicken meat products. Depending on the processing methods, these
processed products are required to be chilled or frozen. The raw
chicken meat the Group uses in its processed chicken meat production
is either supplied by itself or procured from independent third party
suppliers. The cooked chicken meat products comprise ready-to-eat
chicken meat products and frozen chicken meat products, which are
fully cooked and sterilised (end consumers will need to reheat the
frozen cooked chicken meat products before consumption according to
the instructions provided on the packaging). The semi-cooked chicken
meat products are processed, chilled or frozen and boxed (end
consumers will need to further process (including steaming, grilling,
roasting or frying) such semi-cooked chicken meat products before
consumption according to the instructions provided on the packaging).
The seasoned chicken meat products include raw chicken meat
flavoured with certain ingredients or spices. The Group also offers
ready-to-cook pre-prepared meal solutions, including Chinese dishes.
For the six months ended 30 June 2023 (the “Reporting Period”), the
sales volume of processed chicken meat products increased by 11.1%
to 60.8 million kilogram (“kg”) (six months ended 30 June 2022: 54.7
million kg). For the six months ended 30 June 2023, the revenue from
sale of processed chicken meat products (after elimination of inter-
segment transactions) grew by 7.7% to RMB1,229.5 million (six months
ended 30 June 2022: RMB1,141.3 million), representing 50.5% of the
Group'’s total revenue.

Raw Chicken Meat Products

The Group offers raw white-feathered chicken meat products, which
include whole frozen chickens and chicken portions, such as chicken
wing tips, chicken breast, chicken drumsticks, chicken drumettes, bone-
in chicken thighs, boneless chicken fillets, chicken head, chicken feet
and chicken legs. The Group’s broilers are then cut into portions
according to its internal or customers’ requirements, which will be
chilled or frozen depending on the product’s nature. For the six months
ended 30 June 2023, the sales volume of raw chicken meat products
decreased by 12.1% to 106.4 million kg (six months ended 30 June
2022: 121.0 million kg). For the six months ended 30 June 2023, the
revenue from external sale of raw chicken meat products decreased by
9.9% to RMB1,085.1 million (six months ended 30 June 2022:
RMB1,204.6 million), representing 44.5% of the Group’s total revenue.

SHANDONG FENGXIANG CO., LTD. LR B # KRB BR A 7

¥ ER
FIMTHARG

AEBUEERRI-TEFR] R A E EMW
Genglu) | B HRE RN THAR R - FMTHAZ R
PRIAARER FAYAREMEAKREANR
MeZEAMIERTRBHARR  REMIAEM
FE o AEERNENMIEALEERHFERANEEANRE
BEEE KABYE=- A EHERNKE ZFARARY
MERENREANEG ML REALS HExE2E
AT HS(HZREEERRANSRERE ENIET
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MI - AEIALERBEE(GREBERRAAGIR
BEEELIMIERE—SNMT(BEBE XE - EE
SORME)BAYARER) - ARFAERKEBALEER
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MANAGEMENT DISCUSSION AND ANALYSIS

Chicken Breeds

The Group sells some of its chicken breeds hatched from broiler eggs
to other independent third parties for breeding into broilers. The sales
volume of the Group’s chicken breeds is based on the average selling
prices of chicken breeds, which is market-driven. The Group sells
chicken breeds to local chicken farmers and other poultry business
operators, who are independent third parties. For the six months ended
30 June 2023, the sales volume of chicken breeds decreased by 26.0%
to 14.2 million birds (six months ended 30 June 2022: 19.1 million
birds). For the six months ended 30 June 2023, the revenue from
external sale of chicken breeds grew by 54.0% to RMB37.4 million (six
months ended 30 June 2022: RMB24.3 million), representing 1.5% of
the Group’s total revenue.

Other Products

The Group sells other products, including the sale of broilers that
cannot satisfy the Group’s quality requirements and excess broiler eggs
that exceed the Group’s internal needs, by-products (such as chicken
feathers, chicken blood and unused chicken organs), packing materials
and other miscellaneous products. Revenue from the external sale of
other products grew by 15.8% to RMB84.6 million for the six months
ended 30 June 2023 (six months ended 30 June 2022: RMB73.1
million), representing 3.5% of the Group’s total revenue.

BUSINESS REVIEW

In the first half of 2023, opportunities and challenges coexisted as
China’s economy gradually recovered. Although the industry prosperity
of white-feathered broiler recorded a period-on-period growth, the
related consumption performance slightly declined in the second
quarter. As a result, the Group is still facing multiple challenges. During
the Reporting Period, benefiting from the support of Pacific Alliance
Group (“PAG”) and at the same time, relying on the refined
management of the Group’s management and all employees, and fully
unleashing the advantages of synergistic development of the Group’s
multi-channel penetration, the Group achieved sales revenue of
RMB2,436.5 million, which remained stable as compared to that of the
corresponding period in the last year. The Group also recorded a net
profit of RMB82.1 million, while it was loss-making in the corresponding
period in 2022. During the Reporting Period, the Group’s cash flow
position improved evidently.

EEBEEBNARREDN

3]

AREBEHRE—BHrHBEEFR LANEE FEME L
FE=F URENAE AEBNEEESERNET
SRINEETFHEB - ASBREHMERZREM
REEBKEEWABYE - F)HEHE -HE
20236 A30H IENEA  BHEMHE=ERD26.0%E
14268 (EHZE2022F6 A30H 1EXEA 19188
£) HE2023F6 308 IFNEA - HINEEHE
Fris it A1 K54.0% % A R¥374 5 &t (B £2022
F6H3OALANEA: ARE24388ET)  E4XAEHE
B A HI1.5% °

HthEda
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MANAGEMENT DISCUSSION AND ANALYSIS

EEE W N DT

During the Reporting Period, benefiting from the strategic measures of
further deepening its channels penetration and paying close attention to
the stability and efficiency of supply, the major customer business
improved rapidly and generated sales revenue of RMB375.7 million,
representing a period-on-period growth of 25.8%. The new centralised
procurement business achieved revenue of RMB511.2 million,
representing a period-on-period growth of 23.1%. In the first half of
2022, the global supply chain underwent structural adjustment and the
Group’s new export business grew exponentially. In the first half of
2023, the global supply chain showed signs of stability and the new
export business recorded revenue of RMB637.8 million, representing a
period-on-period decrease of 12.0%. The new retail business recorded
revenue of RMB231.3 million, representing a period-on-period decrease
of 32.5%.

Business Highlights

1. New Centralised Procurement Business Continued
its Growth Momentum

During the Reporting Period, the new centralised procurement
business achieved sales revenue of RMB511.2 million (six months
ended 30 June 2022: RMB415.4 million), representing a period-on-
period increase of 23.1% and accounting for 21.0% (same period:
17.0%) of the overall business.

During the Reporting Period, in the face of a drop in pork prices
which led to lower average retail price of chicken meat, the Group
adopted the quick follow up with customer demand strategy,
upgraded the production capacity of the existing production lines,
released and enhanced the utilisation rate of the plant capacity of
processed products since the second quarter and continued to
promote the low-cost strategy by combining the strengths of
production, sales, research and quality with marketing-led
approach, which enabled the Group to accumulate multiple
strengths in quality assurance, overall manpower efficiency and
processing fees per ton, etc., forming core competitiveness for
sustainable development. The Group achieved continuous growth
in the new centralised procurement business through focusing on
the development of major single products, exploring new channels
and new customers actively, continuing to penetrate major
customers, enhancing the conversion of raw products to processed
products and promoting the research and development of new
products, as well as continuing to promote the diversity and rapid
iteration of products to satisfy our customers and the market.

SHANDONG FENGXIANG CO., LTD. LR B # KRB BR A 7
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MANAGEMENT DISCUSSION AND ANALYSIS

The No.1 Central Document for 2023 has proposed to nurture and
develop the prepared dish industry for the first time, making
prepared dish a new business model and industry that promotes
the high-quality development of rural industries. Prepared dish has
a trillion-dollar market with immense potential for growth. Poultry
meat is a key ingredient for prepared dishes, thus poultry prepared
dishes may become a new growth point for enterprise
development. The Group has experience in the development of
prepared dishes for domestic and overseas B-end institutions and
C-end consumers and systematically makes planning from the
supply end to the demand end. Based on the sufficiency and
stability of raw materials, the Group internally focuses on the
conversion of rich raw materials to enhance its value, while aligns
the research on external product demand with internal resources to
enhance the conversion rate of products, making products,
channels and market demand highly compatible. In addition, the
Group focuses on the development of major customers and
continues to upgrade its production lines and optimise its products
to meet the production and processing requirements for four major
categories of prepared dishes, including ready-to-cook, ready-to-
eat, ready-to-heat and ready-to-deliver dishes.

During the Reporting Period, the major customer business under
the new centralised procurement business achieved revenue of
RMB375.7 million (six months ended 30 June 2022: RMB298.6
million), representing a period-on-period increase of 25.8%, which
was a record high since its listing.

The major customer business supplies chicken meat products to
international Western-style fast food chains in Mainland China for
the Group.

During the Reporting Period, the Group further deepened its
channel penetration to achieve in-depth collaboration with major
customers in various industry lines and developed long-term
effective communication mechanism with major customers, which
increased customers’ loyalty. Moreover, the Group followed the
pace of major customers and laid out new markets, achieving
incremental growth in the volume and revenue of the major
customer business.

EEBEEBNARREDN

BIRE2023FPR-—FXHPEHRRELIFS#
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The Market Position of New Export Business Was
Further Consolidated

During the Reporting Period, the sales revenue from the new
export business of the Group amounted to RMB637.8 million (six
months ended 30 June 2022: RMB725.1 million), representing a
year-on-year decrease of 12.0%, and the business accounted for
26.2% of the business (same period: 29.7%).

In the first half of 2023, due to the impact of international situations
such as the slowdown of consumption in Europe and Japan and
the Ukraine situation, the quantity and value of chicken meat
exported from China both decreased to different degrees year-on-
year. However, the Group has continuously become the largest
export supplier in the white-feathered chicken industry in China
and its share of national exports has been increasing year-on-year
based on its domestically-leading and international quality
standards, channel resources, industry experience and brand
reputation.

During the Reporting Period, the Group continued to develop
overseas markets and recorded significant growth in Europe, the
Middle East, South Korea and Mongolia, with more diversified and
boutique channels. In the European market, the Group further
explored the market potential of its existing customer products,
precisely opened up channels for Chinese restaurants, takeaways
and forming products and explored collaboration opportunities with
large-scale and leading enterprises in various channels through
independent R&D and co-development with its partners, thus
further consolidating the Group’s market share in Europe. In the
Middle East, South Korea and Mongolia markets, the Group
launched precise marketing according to its market positioning
tapping into channels and customer resources that are highly
compatible with the Group’s business.

New Retail Business Remained as a Leader

The new retail business achieved sales revenue of RMB231.3
million (six months ended 30 June 2022: RMB342.8 million),
representing a year-on-year decrease of 32.5% and accounting for
9.5% (same period: 14.0%) of the overall business.

Among which, the share of “iShape” in the new retail business

increased from 54.5% for the same period to 58.3%, continuing to
play a major role as the Company’s customer-end products.
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MANAGEMENT DISCUSSION AND ANALYSIS

In order to build a high-end brand image in consumers’ minds, with
a focus on improving the efficiency of investment and cash flow,
the Company reduced marketing activities like price reduction
sales and corresponding marketing expenses. In the first half of
2023, the Company focused on vigorously developing customers
in the new centralised procurement channel, to match the needs of
customers in the catering industry after the pandemic. Therefore,
the Company has correspondingly reduced the production volume
of new retail channel products. During the Reporting Period, the
Group further focused on the young group to promote product
penetration by orderly launching campus marketing campaigns,
including a series of events such as Zhengzhou University Alliance
Music Festival. Meanwhile, iShape successfully maintained prices
of its products through methods including launching new upgraded
products. iShape has begun to gradually become a high-end brand
in the minds of consumers.

As a result, the brand of iShape has successfully expanded its
market share. Taking the data from “Business Consultant” of Tmall
as an example, iShape’s market share in Tmall increased by 2.4
points year-on-year during the Reporting Period, outperforming the
platform industry sales index by 9.9 points. In terms of offline
markets, products under the “iShape” series have covered nearly
60,000 network points (43 2) across 142 cities, among which the
majority are quality convenience stores and boutique key accounts.

Development measures: Constantly improving refined
management and efficiency in all aspects. Keep
deepening pipeline deployment and increasing their
corresponding market share.

1. Development Goal:

We will adjust to market demands, be committed to upgrading the
industry of chicken meat products and achieve sustainable, steady
and balanced quality growth.

We will continue to maintain balanced development across multiple
channels and expand production lines. We aim to maintain our
industry leadership in new export business and enhance
profitability and international influence. We will increase major
customers’ loyalty and actively understand customers’ needs
actively. We will enhance product quality, launch new products and
increase the Company’s share of supply in major customers.

We will continue to enhance the quality of breeding and drive the
growth in breading capacity steadily, and ensure the healthy
enhancement of supply chain management capabilities.
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2. Development initiatives: adhering to the two

principles of “continuing”, further enhancing the
Group’s operating efficiency and effectiveness to
realise steady and sustainable high quality growth.

2023 is the first year of the Group’s partnership with PAG. The
Group will leverage on the experience and resources of PAG to
explore more business and development opportunities, opening a
new chapter for the development of the Group. The Group will
adhere to the two principles of continuing, further improve the
operating efficiency and effectiveness, to realise steady and
sustainable high quality growth and create a leading chicken meat
brand of China.

(1) “Continue to promote the refinement of management
and continue to enhance the efficiency of all aspects”:

At the breeding end, we continue to promote refined
management in all aspects to further enhance the production
performance of breeder hatching and reduce the cost of
chicks; in commercial breeding process, we further improve
the efficiency of broiler rearing, survival rate and the feed
conversion ratio; in the procurement and feed production
process, we continue to optimise feed formulations to further
reduce the impact on chicken meat costs arising from the
fluctuation of raw materials.

At the processing end, we continue to improve the yield of
chicken meat by streamlining processes and optimising
equipment. In addition, we have improved production
technology to enhance the comprehensive utilisation rate of
raw materials, optimised raw material allocation to increase
the turnover rate of direct raw material supply, and reduced
processing costs through energy management in our factories.

At the R&D end, we proactively understand customer needs,
and continue to introduce new products to increase our market
share.

At the operation end, through the integration of the upper and
lower operations, we facilitate the allocation and optimisation
of orders, warehousing and logistics to further reduce
warehousing and distribution costs and maximise the value of
product output.
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(2)

MANAGEMENT DISCUSSION AND ANALYSIS

At the sales end, we continue to advance the construction of
various channels, follow the pace of our customers, and layout
new markets for important customers, so as to realise the
increase of business volume and revenue of various channels.
In the meantime, we continue to increase the proportion of
processed chicken meat products and continue to boost the
Group’s sales revenue.

At the same time, the Group will make use of information
technology and digital means in effectively tracking and
analysing the indicators in the process of production and
operation through the big data management system, so as to
provide effective assistance for the implementation of refined
management.

“Continue to deepen channel penetration and expand
market share in various channels”:

For new centralised procurement business, we continue to
strengthen our comprehensive business capabilities and
business scale for major customers and use it as a starting
point to continue to expand the centralised procurement
business facing the food and beverage industry and the
convenience store system, and provide food and beverage,
retail and group customers with quality centralised
procurement products.

For new export business, we continue to optimise the
products, services and channels of the export business, and
reinforce the Company’s leading position in the export
business, and continue to upgrade its services, develop
markets and broaden channels so as to provide the most
outstanding service and achieve diversification of channels.

For new retail business, we continue to develop the business
through online and offline collaboration and directly provide
consumers with quality products including “iShape” and “Fovo
Foods” through channels such as online e-commerce, offline
convenience stores and boutique supermarkets.

Through the implementation of the strategy of two principles of
continuing, the Group realised the mutual promotion between
the domestic market and the international market. Great
synergy is created among the new retail business, the new
centralised procurement business and the new export
business. With the quality and standard for serving global top
food and beverage giants for years, the Group provides
hundreds of millions of families and individual consumers with
quality products and services, creating a leading brand of
chicken meat products.
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MANAGEMENT DISCUSSION AND ANALYSIS
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FINANCIAL REVIEW

Overall performance

In the first half of 2023, the Group experienced a decrease of 0.3% in
revenue as compared to that of the first half of 2022. There was an
increase of 26.9% in gross profit and the Group recorded a net profit of
RMB82 million while it was loss-making in the corresponding period in
2022. The basic earning per share was RMBO0.06 for the first half of
2023. Set out below is the detailed information on the fluctuations in the

Company’s results for the six months ended 30 June 2023.

Bt %5 [ R
EBRE

M2023F ¥ F - AEEMRAR2022F £ ¥ FR
10.3% © B12022F [F BAME L - EFE L N26.9% - B
REEEESFHNBEARKES2EH E T MH20224F [
HEEBE - 203F FEFNBREABIAAR
#0.067T » # £20236 A30H [N B - &ARQ A ¥
BERBHMFEBEHTIMT -

Six months ended 30 June

HZ6H30B1EAEA

2023 2022 Change

Items EHA 20234 2022 F
RMB’000 RMB’000 (%)

AR¥T ARETT

(unaudited) (unaudited)

(REBER) (REHEZR)
Total operating revenue EEBIRA 2,436,545 2,443,273 -0.3
Operating costs ESE 49N 2,154,318 2,220,937 -3.0
Selling expenses HEEBHR 84,768 173,016 -51.0
Administrative expenses EEEH 52,892 48,133 +9.9
R&D expenses iff 5 & F 13,142 15,471 -15.1
Finance costs HKEA 41,667 23,551 +76.9
Other gains E A= 4,821 953 +405.7

Profit/(loss) before biological assets EMBEEAABEAEAM

fair value adjustments B (EE) 71,792 (60,920) —
Total profit/(loss) I (E18) 858 83,726 (66,754) —
Net profit/(loss) TR (E18) 82,095 (70,937) —
Gross profit EFE 282,227 222,336 +26.9
Gross profit margin FF & 11.6% 9.1% +27.3
Net profit margin F A = 3.4% (2.9%) —
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MANAGEMENT DISCUSSION AND ANALYSIS

Operating costs

The Group’s operating costs decreased by 3.0% to RMB2,154 million
for the six months ended 30 June 2023 (six months ended 30 June
2022: RMB2,221 million), mainly because the Group made continuous
efforts to improve its production efficiency by implementing refined
management and enhancing its breeding and processing capabilities.

Administrative expenses

The Group’s administrative expenses increased by 9.9% to RMB52.9
million for the six months ended 30 June 2023 (six months ended 30
June 2022: RMB48.1 million), mainly due to an increase in fees paid to
intermediaries such as professional advisers.

Selling expenses

The Group'’s selling expenses dropped by 51.0% to RMB84.8 million for
the six months ended 30 June 2023 (six months ended 30 June 2022:
RMB173.0 million), mainly due to implementation of a prudent
development strategy, which improved the efficiency of investment in
the new retail business, leading to a significant decrease in selling and
marketing expenses.

R&D expenses

The Group’s R&D expenses decreased by 15.1% to RMB13.1 million
for the six months ended 30 June 2023 (six months ended 30 June
2022: RMB15.5 million), mainly due to the Group’s active optimisation
in the structure of product R&D and the integration of R&D projects.
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MANAGEMENT DISCUSSION AND ANALYSIS

== = = 2\
EEENmRE DT
Finance costs BKER
Six months ended 30 June
HZ6HA30HILEAHEA
2023 2022
2023 F 20224
RMB’000 RMB’000
AR¥FT AREFIT
(Unaudited) (Unaudited)
(REZX) (REER)
Interest expenses BSE- 9z 48,613 47,788
Including: Interest expenses for lease liabilities Hp - HEAGBENEEH 6,073 5,511
Interest income F B A (2,734) (18,705)
Exchange losses & 18 (3,956) (7,467)
Handling fees and others FEENMHM (256) 1,935
Total a5t 41,667 23,551

The Group’s finance costs increased by 76.9% to RMB41.7 million for
the six months ended 30 June 2023 (six months ended 30 June 2022:
RMB23.6 million), mainly due to a period-on-period decrease of
RMB16.0 million in the Group’s interest income, representing a
decrease of 85.4% period-on-period; and the volatility of foreign
exchange market, which resulted in a decrease of RMB3.5 million in
the Group’s exchange income, representing a decrease of 47.0%
period-on-period.
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MANAGEMENT DISCUSSION AND ANALYSIS

Analysis on Capital Resources
Liquidity and Capital Resources

The Group has funded its operations principally with cash generated
from its operations, borrowings and shareholders’ capital contributions.
The Group’s primary uses of cash for the six months ended 30 June
2023 were for capital expenditures for working capital purposes.

Capital Structure

As at 30 June 2023, the registered capital of the Company was
RMB1,400,000,000 and the total number of issued shares of the
Company (the “Shares”) was 1,400,000,000 Shares, comprising
1,045,000,000 domestic shares (the “Domestic Shares”) and
355,000,000 H shares (the “H Shares”) with a nominal value of RMB1.0
each.

As at 30 June 2023, the total borrowings of the Group amounted to
RMB1,512.0 million, representing an increase of 1.5% as compared to
that of 31 December 2022, mainly due to (i) the utilisation of part of the
Group’s own funds for the cage-feeding conversion project; and (i)
borrowings from the controlling shareholder was increased to enhance
the Group’s risk resistance capability.

The Group monitors capital using a gearing ratio, which is total
borrowings divided by total equity and a debt-to-asset ratio, which is
total debt divided by total asset. The gearing ratio and debt-to-asset
ratio as at 30 June 2023 were 56.0% (31 December 2022: 57.0%) and
47.5% (31 December 2022: 50.0%), respectively.

Contingent Liabilities and Pledge of Assets

The Group’s borrowings from financial institutions as at 30 June 2023
were secured by (i) mortgages of the Group’s lands situated in the PRC
with an aggregate net carrying values of RMB61.9 million (31 December
2022: RMB74.3 million); and (ii) a pledge of the Group’s bank deposits
of RMB194.7 million (31 December 2022: RMB187.7 million); and (iii)
pledge of certain of the Group’s property, plant and equipment with the
aggregate net carrying amount of RMB1,508.7 million (31 December
2022: RMB1,948.5 million).

As at 30 June 2023, the borrowings from controlling shareholder was
utilised to pledge inventories amounted to RMB111.2 million.

As at 30 June 2023, the Group did not have any material contingent
liabilities.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Human Resources

As at 30 June 2023, the Group had 7,040 employees who were directly
employed by the Group, of which 7,037 employees were employed in
the PRC and three employees were located in Japan. The remuneration
packages for the employees include salary, bonuses and allowances.
As required by the PRC regulations, the Group (i) participates in social
insurance schemes operated by the relevant local government
authorities, and (ii) maintains mandatory pension contribution plans,
medical insurance, work-related injury insurance, unemployment
insurance and maternity insurance. The Group also provides continuing
education and training programmes to its employees to improve their
skills and develop their potential. The Company also adopted two share
award schemes on 24 June 2020 and 10 December 2021, respectively,
and any full-time or part-time employees of the Group (including any
Director) are eligible participants under the said schemes.

BUSINESS OUTLOOK
1. Challenges and risks

(1) domestic consumer markets fall short of expectations and
there is volatility risk in product prices;

(2) costs of animal feed, such as corn and soybean meal
remained high.

2. Opportunities and potential development
(1) leveraging on the experience and resources of PAG, the
Group will explore more business and development
opportunities;
(2) the favourable inclination of the national policy towards
prepared dishes is conducive to the early deployed enterprises

to capture the market share quickly; and

(3) global Western-style fast food and chains are recovering
rapidly and gaining market share.
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MANAGEMENT DISCUSSION AND ANALYSIS

3. High-quality growth strategies at current stage

(1M

)

refine management to further enhance management efficiency,
thereby reducing costs and increasing efficiency;

deepening of its channel penetration to increase customer’s
stickiness, realise in-depth cooperation with important
customers in various industrial lines, and further increase the
market share in important customers;

continue to attract outstanding talents to join us, and further
stabilise and optimise our operation, management team
through continuous innovation intelligently and step-by-step
implementation of medium- and long-term incentives;

continue to promote syndicated loans to realise optimisation of
the Group’s debt structure, thereby enhancing the resilience to

risk;

further enhance the Group’s breeding capacity.
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CHANGES IN.SHARE CAPITAL AND SHAREHOLDINGS OF
SUBSTANTIAL SHAREHOLDERS
REASHRFERRERENR

INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS IN THE
SHARES AND UNDERLYING SHARES

FERRRROMMEBERGHHEREM
KRB

M2023F6A430H ARARIEEZ(EE] ATFEA
LMTALT(PHEESESE((EENAERTHRAR)
REGRBEERGHEE AR REBGESR LB EK
P ([CFEH REBEHRB]) F3361KEL AZIGHH 2
ERMEBIBE(GESFRBEGRAEXVBE2REID

As at 30 June 2023, to the best knowledge of the directors of the
Company (the “Directors”), the following persons (not being the
Directors or supervisors of the Company (the “Supervisors”) or chief
executives) had interests or short positions in the Shares or underlying
Shares which were required to be entered in the register referred to in

24

section 336 of the Securities and Futures Ordinance (the “SFQ”) by the
Company or would fall to be disclosed to the Company under the

provisions of Divisions 2 and 3 of Part XV of the SFO:

IR AMA AR WBENRRIORR

Approximate
percentage of

interest in the relevant

Approximate
percentage of
interest in the total

Number of class of Shares of share capital of
Name of Shareholders Nature of interest Class of Shares Shares the Company the Company®
RAQ R HEERG RARR
BERIRREBA SBREAPAERD
BRRER EEME R 10 5 5l BRAHA EEEI RO EzEI B
Shan Weijian® Interest in controlled Domestic Shares 992,854,500 (L) 95.01% 70.92%
corporation
BREO R EEER e
Interest in controlled H Shares 217,785,505 (L) 61.35% 15.56%
corporation
ZEEEE R HAR
PAG Capital Limited® Interest in controlled Domestic Shares 992,854,500 (L) 95.01% 70.92%
corporation
PAG Capital Limited® RELEER NE &
Interest in controlled H Shares 217,785,505 (L) 61.35% 15.56%
corporation
ZELEEE R HER
PAG Asia Capital GP IV Limited® Interest in controlled Domestic Shares 992,854,500 (L) 95.01% 70.92%
corporation
PAG Asia Capital GP IV Limited® REEEES NE &
Interest in controlled H Shares 217,785,505 (L) 61.35% 15.56%
corporation
RELEER Hilk
PAG Asia IV LP® Interest in controlled Domestic Shares 992,854,500 (L) 95.01% 70.92%
corporation
PAG Asia IV LP® Ry LEER W& B
Interest in controlled H Shares 217,785,505 (L) 61.35% 15.56%
corporation
RELEER H%
PAG® Interest in controlled Domestic Shares 992,854,500 (L) 95.01% 70.92%
corporation
ABEEO REEE RS W& R
PAG® Interest in controlled H Shares 217,785,505 (L) 61.35% 15.56%
corporation
ABEEO REEEER HA%
Pacific Alliance Group Limited® Interest in controlled Domestic Shares 992,854,500 (L) 95.01% 70.92%
corporation
Pacific Alliance Group Limited® XEEE RS W& B
Interest in controlled H Shares 217,785,505 (L) 61.35% 15.56%
corporation
RELEER H%
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CHANGES IN SHARE CAPITALAND SHAREHOLDINGS OF

SUBSTANTIAL SHAREHOLDERS
BREASEREFERRSERER

Approximate
percentage of

interest in the relevant

Approximate
percentage of
interest in the total

Number of class of Shares of share capital of
Name of Shareholders Nature of interest Class of Shares Shares the Company" the Company®
RARRHBRG RARAT
BRIRREBY SBREATPAEHED
BREREE BEME IR 4 38 5 ROHE BRBEIHLY BEAI L
Falcon Holding GP Limited® Interest in controlled Domestic Shares 992,854,500 (L) 95.01% 70.92%
corporation
Falcon Holding GP Limited® XEEE R W& ik
Interest in controlled H Shares 217,785,505 (L) 61.35% 15.56%
corporation
R EEER H %
Falcon Holding LP® Beneficial interest Domestic Shares 992,854,500 (L) 95.01% 70.92%
Falcon Holding LP® Entn NE MKk
Beneficial interest H Shares 217,785,505 (L) 61.35% 15.56%
EniEn HAR
Hwa-An International Limited eneficial interest H Shares 34,909,000 (L) 9.80% 2.49%
Hwa-An International Limited BEaEn HER
Dragonstone Capital Management Investment manager H Shares 31,808,000 (L) 8.96% 2.27%
Limited
Dragonstone Capital Management % & /& 32 HAZ
Limited
CICFH New Dynamic Investment Beneficial interest H Shares 29,705,000 (L) 8.36% 2.12%
SPC
CICFH New Dynamic Investment BEnEn H &
SPC
Futu Trustee L|m|ted Trustee H Shares 17,883,000 (L) 5.04% 1.28%
EREFAERRA XA HAR
Notes: &t

(1) The calculation is based on the percentage of shareholding in Domestic

() PRARNEBRSIHBRH A DL AERE

o

Shares or H Shares, respectively.

The calculation is based on the total number of 1,045,000,000 Domestic
Shares in issue and 355,000,000 H Shares in issue.

PAG is directly owned as to 34.67% by Shan Weijian. PAG is indirectly
interested in the Shares through its wholly-owned corporations in Pacific
Alliance Group Limited, PAG Capital Limited, PAG Asia Capital GP IV
Limited, PAG Asia IV LP, Falcon Holding GP Limited and Falcon Holding LP.
Accordingly, Shan Weijian, PAG, Pacific Alliance Group Limited, PAG
Capital Limited, PAG Asia Capital GP IV Limited, PAG Asia IV LP and
Falcon Holding GP Limited are deemed to be indirectly interested in the
992,854,500 Domestic Shares and 217,785,505 H Shares held by Falcon
Holding LP.

As at 30 June 2023, Futu Trustee Limited held 16,845,334 H Shares,
representing 4.75% of the total issued H Shares and 1.20% of the total
Shares in issue.

The letter “L” denotes a long position in the Shares.

LA A #£1,045,000,0000% & 3 17 N & % % 355,000,000 A%
BEETHRAEEH -

FREEEFREABEENM67T%ER - X HEE
% 3% 2 2 & 5 % /X [ Pacific Alliance Group Limited, PAG
Capital Limited, PAG Asia Capital GP IV Limited * PAG
Asia IV LP - Falcon Holding GP Limited }2 Falcon Holding
LPREFERA AR MR - Bt - BER KABEHE
Pacific Alliance Group Limited * PAG Capital Limited *
PAG Asia Capital GP IV Limited - PAG Asia IV LP
Falcon Holding GP Limited # 1% #£ # Falcon Holding LP
55 £9992,854,500 % A & % K2 217,785,505 I H i & [
EHEARER -

202346 4308 + E & 155t A R 2 7 516,845,334
BEHRE - FHE R B BITHRBEHNA75% R B ETRG

KRB 1.20% ©

FEILIEROTOER -
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DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

EEX ESRSAEEERN

DIRECTORS

As at the date of this interim report, the Board of Directors consists of
nine Directors, comprising two executive Directors, namely, Mr. Xiao
Dongsheng and Mr. Shi Lei; four non-executive Directors, namely, Mr.
Qiu Zhongwei, Mr. Lu Wei, Mr. Zhu Lingjie (chairman of the Board of
Directors) and Ms. Zhou Ruijia; and three independent non-executive
Directors, namely, Ms. Wang Anyi, Ms. Zhao Yinglin and Mr. Chung Wai
Man.

SUPERVISORS

As at the date of this interim report, the board of Supervisors of the
Company (the “Board of Supervisors”) consists of three Supervisors,
namely, Ms. Gao Jin (chairman of the Board of Supervisors), Mr. Zhu
Kaijie and Mr. Ma Xianwen.

SENIOR MANAGEMENT

As at the date of this interim report, the senior management of the
Company comprises Mr. Xiao Dongsheng as general manager; Mr.
Wang Zhixian, Mr. Meng Tao and Ms. Zhou Jinying as vice general
managers; Mr. Shi Lei as vice general manager, chief financial officer,
secretary to the Board of Directors and company secretary.

CHANGES IN DIRECTORS, SUPERVISORS AND
SENIOR MANAGEMENT

Change in Directors

The fourth session of the Board of Directors expired upon the
conclusion of the 2023 first extraordinary general meeting (the “2023
First EGM”) and the 2023 first H shareholders class meeting (collectively
the “2023 Shareholders’ Meetings”) held on 18 January 2023 and all
Directors of the fourth session of the Board of Directors retired from
their positions as Directors at that time. On 18 January 2023, the
appointments of Directors of the fifth session of the Board of Directors,
namely, Mr. Xiao Dongsheng and Mr. Shi Lei as executive Directors,
Mr. Qiu Zhongwei, Mr. Lu Wei, Mr. Zhu Lingjie and Ms. Zhou Ruijia as
non-executive Directors and Ms. Wang Anyi, Ms. Zhao Yinglin and Mr.
Chung Wai Man as independent non-executive Directors were
approved by the shareholders at the 2023 First EGM. Mr. Zhu Lingjie
was elected and appointed as the chairperson of the Board of Directors.
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DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

Change in Supervisors

The fourth session of the Board of Supervisors expired upon the
conclusion of the 2023 Shareholders’ Meetings held on 18 January
2023, and all Supervisors of the fourth session of the Board of
Supervisors retired from their positions as Supervisors at that time. On
18 January 2023, the appointments of the Supervisors of the fifth
session of the Board of Supervisors, namely, Ms. Gao Jin and Mr. Zhu
Kaijie as shareholders representative Supervisors were approved by
the shareholders at the 2023 First EGM. On the same date, Mr. Ma
Xianwen was elected as an employees representative Supervisor at the
employees representative meeting of the Company. Ms. Gao Jin was
elected and appointed as the chairperson of the Board of Supervisors.

Save as disclosed above, during the six months ended 30 June 2023
and up to the date of this interim report, there has been no change in
Directors, Supervisors and senior management of the Company, and
there is no other information that is required to be disclosed pursuant to
Rule 13.51B(1) of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing Rules”).

EEX ESRSREEERR
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SIGNIFICANT EVENTS
EEEH

CORPORATE GOVERNANCE

Since the date of the H Shares listed on the Main Board of the Stock
Exchange, the Company continued to improve the transparency of
corporate governance to protect the interests of shareholders of the
Company (the “Shareholders”) and enhance corporate value.

The Company has set up a relatively comprehensive corporate
governance structure as required by the Listing Rules. The
compositions of the Board of Directors and the special committees
under the Board of Directors are in compliance with the requirements of
the Listing Rules. The Company clearly classifies the responsibilities
among the general meetings, the Board of Directors, the Board of
Supervisors and senior management. The general meeting acts as the
highest authority of the Company and the Board of Directors is held
accountable to the Shareholders. The Board of Directors has
established special committees, which operate under the leadership of
the Board of Directors and provide opinions on the decisions of the
Board of Directors. The Board of Supervisors oversees the steady and
sound operation of the Company and the performance of duties by the
Board of Directors and senior management. Under the leadership of the
the senior management is responsible for
implementation of resolutions from the Board of Directors and the day-
to-day business and management of the Company, as well as periodic
reporting to the Board of Directors and the Board of Supervisors.

Board of Directors,

CORPORATE GOVERNANCE CODE
Compliance with the Corporate Governance Code

During the six months ended 30 June 2023, the Company has complied
with all the applicable code provisions of the Corporate Governance
Code (the “CG Code”) as set out in Appendix 14 to the Listing Rules.
The Company will continue to review and monitor its corporate
governance practice to ensure compliance with the CG Code.
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RISK MANAGEMENT AND INTERNAL CONTROL
Risk Management and Internal Control Systems

The Board of Directors has the ultimate responsibility for oversight of
the risk management and internal control systems of the Group. The
Board of Directors has delegated oversight to the audit committee of
the Company (“Audit Committee”) to oversee the Group’s risk
management and internal control systems on an ongoing basis, and to
conduct reviews of the effectiveness of the Group’s risk management
and internal control systems. The Group has established risk
management and internal control systems, consisting of relevant
organisational framework policies and procedures, financial reporting
procedures and processes, compliance rules and policies and risk
management measures that the Group believes are appropriate for its
business operations to identify, evaluate and manage significant risks.
The aforementioned systems are designed to manage rather than
eliminate the risk of failure to achieve business objectives, and can only
provide reasonable and not absolute assurance against material
misstatement or loss.

Internal Audit

The Company has adopted an internal audit system and has external
auditors responsible for the independent and objective supervision,
examination and evaluation of the Company’s conditions such as
revenues and expenditures, business activities, risk conditions and
internal control. The auditors shall report to the Board of Directors or
the Audit Committee and the Board of Supervisors if any material
problems are discovered during the audits procedure.

The Board of Directors was responsible for supervising, reviewing and
evaluating the Company’s internal audit to ensure that the internal audit
was independent and effective. The Audit Committee was responsible
for reviewing the Company’s internal audit methods, audit policies and
procedures and annual auditing plans and providing guidance and
supervision. The Company had adhered to the principles of
independence, objectivity, prudence, efficiency, importance and
pertinence during the internal auditing process. The Company’s internal
audit system is comprehensive covering business operation, risk
management, internal control and corporate governance.
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SIGNIFICANT EVENTS
EEEH

INTERIM DIVIDEND

The Board of Directors did not recommend the declaration or payment
of an interim dividend for the six months ended 30 June 2023 (for the
six months ended 30 June 2022: Nil).

CONTINUING CONNECTED TRANSACTIONS

On 28 January 2023, the Company and Falcon Holding LP (“Falcon”)
entered into the loan framework agreement (the “Loan Framework
Agreement”), pursuant to which Falcon will provide a revolving loan
facility to the Group for a term of one year commencing from 28
January 2023 and ending on 27 January 2024. The annual caps, being
the maximum daily balance of the loans (including interests accrued)
for the transactions contemplated under the Loan Framework
Agreement for the year ending 31 December 2023 and 2024 is
USD13,591,000 and USD13,591,000 (the annual cap for the year
ending 31 December 2024 is set up to 27 January 2024, being the end
date of the term of the Loan Framework Agreement), respectively. At
the time of the transaction, Falcon is the controlling shareholder of the
Company directly holding over 70% interest in the Company’s total
issued share capital. Accordingly, Falcon is a connected person of the
Company and as a result, the transactions contemplated under the
Loan Framework Agreement constitute continuing connected
transactions of the Company under Chapter 14A of the Listing Rules.
The Company has complied with the applicable disclosure requirements
under Chapter 14A of the Listing Rules. For details, please refer to the
announcement of the Company dated 29 January 2023.

Save as disclosed above, the Group had not entered into any
connected transaction during the Reporting Period and up to the date
of this interim report, which is required to be disclosed under Chapter
14A of the Listing Rules.
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MATERIAL ASSETS ACQUISITION, SALE AND
MERGER

For the six months ended 30 June 2023, the Company had no material
assets acquisition, sale or merger other than that disclosed in this
interim report.

SIGNIFICANT INVESTMENTS, ACQUISITIONS AND
DISPOSALS OF SUBSIDIARIES, ASSOCIATES AND
JOINT VENTURES

The Group had neither significant investments nor significant
acquisitions and disposals of relevant subsidiaries, associates and joint
ventures for the six months ended 30 June 2023 other than that
disclosed in this interim report.

IMPLEMENTATION OF EQUITY INCENTIVE PLAN
2020 Share Award Scheme

The Board of Directors has approved the adoption of the share award
scheme (the “2020 Share Award Scheme”) on 4 June 2020, and
effective from the date of listing of the Shares on the Stock Exchange.
The 2020 Share Award Scheme is analogous to a share scheme and
subject to the provisions of Chapter 17 of the Listing Rules. On 22 June
2020, the Company established a trust in connection with the 2020
Share Award Scheme (the “2020 Trust”) and has appointed Bank of
Communications Trustee Limited (the “BOC Trustee”) as trustee to
administer the 2020 Trust. Pursuant to the 2020 Share Award Scheme,
the grant of award (the “2020 Awarded Shares”) by the Board of
Directors to the selected participants may vest in the form of H Shares
or the net sale proceeds of the 2020 Awarded Shares in cash in
accordance with the 2020 Share Award Scheme.

Purposes

The purposes of the 2020 Share Award Scheme is to recognise the
contribution by the Group’s personnel and to provide them with
incentives in order to retain them for the continual operation and
development of the Group, to stimulate further development of the
Group, and to provide retirement protection to the Group’s personnel.
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SIGNIFICANT EVENTS
EEEH

Participants

Pursuant to the 2020 Share Award Scheme, any full-time or part-time
employees of the Group (including any Director) are eligible participants
of the 2020 Share Award Scheme.

Administration

The 2020 Share Award Scheme shall be subject to the administration
of the Board of Directors and the BOC Trustee in accordance with the
scheme rules and the trust deed. The decision of the Board of Directors
with respect to any matter arising under the 2020 Share Award Scheme
(including the interpretation of any provision) shall be final and binding.
The BOC Trustee shall hold the trust fund in accordance with the terms
of the trust deed.

Duration

Subject to any early termination as may be determined by the Board of
Directors, the 2020 Share Award Scheme shall be valid and effective
for a term of 10 years commencing on the date of listing.

Scheme Limit and Entitlement

The Board of Directors shall not make any further award which will
result in the maximum number of new H Shares that can be allotted
and issued for the purpose of the 2020 Share Award Scheme in any
financial year is 3% of the total number of issued share capital in the H
Shares at the relevant time (i.e. 10,650,000 H Shares). The maximum
number of new H Shares that can be allotted and issued to a selected
employee in any 12-month period shall not exceed 1% of the total
number of issued share capital in the H Shares at the relevant time (i.e.
3,550,000 H Shares). The total number of Shares available for award (less
those vested and cancelled) under the 2020 Share Award Scheme was
8,600,000 as at the date of this interim report, representing 0.61% of
the issued share capital of the Company as at the date of this interim
report.

Since the adoption date of the 2020 Share Award Scheme and up to
the date of this report, a total of 2,050,000 Shares had been granted
under the 2020 Share Award Scheme, representing about 0.15% of the
number of Shares in issue on the adoption date.

Grant

After the Board of Directors has decided to grant the awarded shares to
any selected employee, the Board of Directors shall send a grant notice
to such selected employee with a copy thereof to the BOC Trustee
within 14 business days after the grant was made. Such selected
employee shall confirm acceptance of the awarded Shares by signing
and returning to the Board of Directors the acceptance form within 14
business days after the date of the relevant grant notice.
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Vesting and conditions

The Board of Directors is entitled to impose any conditions (the “2020
Vesting Conditions”) as it deems appropriate in its absolute discretion
with respect to the vesting of the 2020 Awarded Shares on the selected
employee, and shall set out the relevant 2020 Vesting Conditions and
the 2020 Awarded Shares in the relevant grant notice.

Subject to the terms and conditions of the 2020 Share Award Scheme
and the fulfilment of all 2020 Vesting Conditions on such selected
participant as specified in the 2020 Share Award Scheme and the
relevant grant notice, the respective awarded Shares held by the BOC
Trustee on behalf of the selected participant shall vest in such selected
participant in accordance with the vesting schedule as set out in the
relevant grant notice.

On 26 June 2020, the Board of Directors granted to 18 selected
participants 2,050,000 2020 Awarded Shares under the 2020 Share
Award Scheme (the “Planned Share Award”), all of which were vested
to the selected participants (less those cancelled and/or lapsed),
representing in aggregate 89.8% of the Planned Share Award. As at 30
June 2023, the BOC Trustee held 210,000 H Shares.
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The table below sets out the movements of the 2020 Awarded Shares
during the period from 1 January 2023 to 30 June 2023:

T & # 75

R2023F181H £2023F6 A30H i &

2020 F SZEN A% (7 M & E) ¢

Number of awarded Shares

RBROYEA
Closing price of
Closing price of  the Company’s
the Company’s H Shares
Cancelled/ H Shares immediately
Granted Vested lapsed immediately before the
Asat duringthe duringthe during the  Outstanding before the date  vesting date in
Vesting 1January Reporting Reporting Reporting asat30June of grantin 2023 2023 (HK$)"
Name Date of grant date™*? 2023 Period Period Period 2023 (HK$)Mere2) hote 5
2220235
R#20235F R
REBSEAN  ADFHRMN
R2023F AAFHERH
R2023F RBEHH REEHH REEHH 6A30H Wi g
®E R AH BEAEHE 1818 R BB 2H/XN i AT £ (B ) =2
Directors
=
Mr. Xiao Dongsheng 26 June 2020 30 June 2023 60,000 — 60,000 - - — 1.52
HRERE 2020667260 202356H30A8
Ms. Zhou Jinying™©? 26 June 2020 30 June 2023 35,000 — 35,000 — — — 1.52
(appointed as executive Director on 31 May
2022 and ret/red on 18 January 2023)

B 50 B 2 = 2020F6A26H 2023%6A30H
(Fjgjfﬁﬁﬁ T—HEEERHT
BERR-_T_ZF—[1/VARE)
Mr. Shi Lei 26 June 2020 30 June 2023 20,000 — 20,000 — — — 1.52
RakE 2020667260 2023%6H308
Supervisor
Ms. Lian Xianmin 26 June 2020 30 June 2023 10,000 — — 10,000 — — 1.52
(retired as a Supervisor on 18 January 2023 (ote 4
and resigned on 30 June 2023)

REHTL 2020667260 2023%6A308 (hize)
(R2023%F 1 F 18 AR (F B F W R 20235
6A30H 5 )

Senior Management

BREERE

Mr. Wang Zhixian 26 June 2020 30 June 2023 16,000 — 16,000 — — — 1.52

AzBREE 2020667260 2023%6A308

Mr. Meng Tao 26 June 2020 30 June 2023 35,000 — 35,000 — - — 1.52

AEEE 2020664260 2023%6A308

Other Selected Employees 26 June 2020 30 June 2023 119,000 — 119,000 — — — 1.52

HttEEEE 2020F6726H 2023%6A308

Total 295,000 — 285,000 10,000 — — 1.52

At

Notes: B et -

1. The 2020 Awarded Shares granted on 26 June 2020 shall be vested in four 1. 12202046 A26 H % T #2020 #Z E) Ik 5 15 75 18 B 55
tranches with the vesting schedule as follows: (i) as to 40% of the 2020 B BEREKRDT :()A2020549 A30H &2020F
Awarded Shares on 30 September 2020; (ii) as to 20% of the 2020 Awarded 42 B i% 19 H940% ¢ (i) 202146 A 30 B %2020 4 £ B
Shares on 30 June 2021; (iii) as to 20% of the 2020 Awarded Shares on 30 % 19 B920% : (iii) 74 2022 5 6 A 30 B 42020 F 2 ) f% {5
June 2022; and (iv) as to 20% of the 2020 Awarded Shares on 30 June 2023. #20% : K (iv) 72202346 A 30 B £20204F 52 ) X () &Y

20% °

2. No H Shares under the 2020 Share Award Scheme were granted during the 2. WERHEZE2023F6A430H 1@ A HEE G 2020%
six months ended 30 June 2023. The purchase price of the unvested share % 13 ii@] SR T ZHAR - £202346 A30B MK FE
awards as at 30 June 2023 was nil. i EENEEB AT -

3. Closing price of the H Shares immediately before the suspension of trading 3. BEEHRMN2023F2A2BEM R E X 5 A1 10Uk
of the H Shares on the Stock Exchange on 2 February 2023. g

4. The outstanding awarded Shares (unvested) as at 30 June 2023 were 4., HRESTH L LET R202346 A308 KX TR LEE
lapsed due to Ms. Lian Xianmin’s resignation. B (RBEB)E KM -

5. The weighted average closing price of the H Shares vested during the 5 R % 55 B MIH R 722023 F 2 A2 B (HAX 7 B 32 BT
Reporting Period before 2 February 2023, the date on which trading of the FIE T )H\J i B W T EA1.528 T -

H Shares on the Stock Exchange was suspended, was HK$1.52.
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2021 Share Award Scheme

The Board of Directors has approved the adoption of the 2021 share
award scheme (the “2021 Share Award Scheme”) on 10 December
2021. The 2021 Share Award Scheme is analogous to a share scheme
and subject to the provisions of Chapter 17 of the Listing Rules.
Pursuant to the 2021 Share Award Scheme, the grant of awarded
shares (the “2021 Awarded Shares”) by the Board of Directors to the
selected participants may vest in the form of H Shares.

Purposes

Considering the continual operation and further development of the
Group, the purpose and objective of the 2021 Share Award Scheme
are to recognise the contributions by certain employees of the Group
and to provide them with incentives in order to retain them and to attract
suitable personnel.

Participants

Pursuant to the 2021 Share Award Scheme, any full-time or part-time
employees (including any Director) of any member of the Group at any
time during the trust period are eligible participants of the 2021 Share
Award Scheme.

Administration

The 2021 Share Award Scheme shall be subject to the administration
of the Board of Directors and the trustee (the “Futu Trustee”) in
accordance with the scheme rules and the trust deed. The decision of
the Board of Directors with respect to any matter arising under the 2021
Share Award Scheme (including the interpretation of any provision)
shall be final and binding. The Futu Trustee shall hold the trust fund in
accordance with the terms of the trust deed.

Duration

Subject to any early termination as may be determined by the Board of
Directors pursuant to the scheme rules, the 2021 Share Award Scheme
shall be valid and effective for a term of 10 years commencing on the
adoption date.

SIGNIFICANT EVENTS
BEEEH

2021 F iR 17 2R B =t &1

EEECERN2021F12 A 10 B #it ) 5 492021 F 5 {5 45
&t &1(12021 5 iR 17 28 B 5t &1 1) - 2021 5 AR 1) 52 )
ATEIEBR G AN SCEMHRADE T EEMHIE
ME - IRE2021 F RN RE:TE EEgRETLH
EREMERRG ([2021E 8B RO ]) 7T AHBEHF
NEFB -

=

I=: )

ZEINAEENFBELERE-TER 20215 K
MRBFAIANENRARERREAEEE TIEE
MERY A SREEE WBERSWRSIGED

BIF2021 F R (D EE)ET &8 - AEB(ERKE QAR
EHHAABENTA 2B EBRES (RETANE
F)HBE2021F R H REFTEMN A BRI EE -

=

021 EBHABCHETERIATA(ERESR
AADREAERANEEAREEE - EF 252021
FROBBFEETEAEE(ERYERNIGEXNR
BIMERERBRECAERAENRN - BEX
ABRBEERBENGRISBETES -

FH
BRIFEFEREERARERAAK L - T RJ2021

FEROZBAEBRNERAAPETI0OFAER R
e
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Scheme Limit and Entitlement

The Board of Directors shall not make any further award which will
result in the aggregate number of the Shares awarded by the Board of
Directors under the 2021 Share Award Scheme exceeding 10% of the
issued share capital of the Company from time to time (i.e. 140,000,000
H Shares). The maximum number of Shares which may be awarded to
a selected employee under the 2021 Share Award Scheme shall not
exceed 1% of the issued share capital of the Company in any 12-month
period (i.e. 14,000,000 H Shares). The total number of H Shares
available for award (less those vested and cancelled) under the 2021
Share Award Scheme was 129,722,937 as at the date of this interim
report, representing 9.27% of the issued share capital as at the date of
this interim report.

Grant

After the Board of Directors has decided to make a grant to any
selected employee, the Board of Directors shall send a grant notice to
such selected employee with a copy thereof to the Futu Trustee within
five business days after the grant was made. Such selected employee
shall confirm acceptance of the awarded Shares by signing and
returning to the Board of Directors the acceptance form within five
business days after the date of the relevant grant notice.

Vesting and conditions

Subject to the terms and condition of the 2021 Share Award Scheme
and the fulfillment of all vesting conditions to the vesting of the awarded
Shares on such selected employee as specified in the 2021 Share
Award Scheme and the relevant grant notice, the respective awarded
Shares held by the Futu Trustee on behalf of the selected employee
pursuant to the provision hereof shall vest in such selected employee in
accordance with the vesting schedule as set out in the relevant grant
notice.

On 10 December 2021, an aggregate of 23,487,800 2021 Awarded
Shares were granted to 63 selected participants the by the Board of
Directors under the 2021 Share Award Scheme, and 2,609,800
reserved Shares will be kept for the time being in the pool of the Trust
Fund as reserve for future grants of the 2021 Awarded Shares to the
selected employees (the “Reserved Shares”). 4,043,700 2021
Awarded Shares were granted to the Connected Selected Employees.
The number of the 2021 Awarded Shares underlying the relevant
awards represents 23,487,800 H Shares. The 2021 Awarded Shares
and the Reserved Shares shall be purchased from the open market out
of cash contributed by the Group. As no new Shares will be issued by
the Company pursuant to the grant, it will not result in any dilution effect
on the shareholdings of existing Shareholders. For details, please refer
to the Company’s announcement dated 10 December 2021. As at 30
June 2023, the Futu Trustee held 16,845,334 H Shares.
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The table below sets out the movements of the 2021 Awarded Shares

during the period from 1 January 2023 to 30 June 2023:

SIGNIFICANT EVENTS
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T % # 5 72202341 518 £202346 A308 H
2021 5 22 ) A fn 1O &

Number of awarded Shares

RBROHE
Closing price of
the Company’s
Closing price of H Shares
the Company’s immediately
Granted Cancelled/ H Shares before the
during Vested lapsed immediately vesting
As at the duringthe during the  Outstanding before the date in 2023
Vesting date 1January Reporting Reporting Reporting asat30June date of grant in (HKS)"ee9
Name Date of grant (Note 1) 2023 Period Period Period 2023 2023 (HK$)™*? (Note §
RE2023F
BHE2023F 1 R
RUERH  xad9nme
#2023 ADFHRE W E
R2023F RELHE RBEHE RREHE 6A30H W E (s 3) 59
#E REBH BEAHE 181H Bl BB EH/XN CESEd () W2 i)
Directors
Bz
Mr. Xiao Dongsheng 10 December 2021 30 June 2023 2,916,000 — 972,000 — 1,944,000 — 1.52
HRERE 20215128108 2023664308
Ms. Zhou Jinying 10 December 2021 — 2,430,000 — — 810,000 1,620,000 — 1.52
ASE %+ 20214127101
(appointed as executive Director on 31 May
2022 and retired on 18 January 2023)
(RZF-ZFRA=1+—REZERHT
EERR-F-=F—-A+/\HEMA)
Mr. Shi Lei 10 December 2021 30 June 2023 486,000 — 162,000 - 324,000 — 1.52
ks 2021412108 202356 A30H
Supervisor
EZ
Ms. Lian Xianmin 10 December 2021 — 291,600 — — 291,600 — — 1.52
(retired as a supervisor on 18 January 2023 oed
and resigned on 30 June 2023) A
EEHLL 2021£ 125108 "
(R2023%F 1 F 18 H R (F 5 B F W R 20235
6H30H )
Senior Management
BREERE
Mr. Wang Zhixian 10 December 2021 30 June 2023 350,100 — 116,700 — 233,400 — 1.52
AZREE 202146128108 202356 A30H
Mr. Meng Tao 10 December 2021 30 June 2023 583,200 — 194,400 — 388,800 — 1.52
AERE 20216124108 2023466 A30A
Other Selected Employees 10 December 2021 — 14,660,700 — 2842566  3117,597 10,158,537 — 1.52
(Note 4)
HitBEEE 2021412 108
Total 21,717,600 — 4287666 4,219,197 13,210,737 — 1.52
At
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Notes:

1. The 2021 Awarded Shares granted on 11 December 2021 shall be vested
in three tranches with the vesting schedule as follows: (i) as to one-third of
the 2021 Awarded Shares on 30 April 2023; (ii) as to one-third of the 2021
Awarded Shares on 30 April 2024; and (iii) as to one-third of the 2021
Awarded Shares on 30 April 2025. The vesting date of 2021 Awarded
Shares to be vested on 30 April 2023 was postponed to 30 June 2023.

2. No H Shares under the 2021 Share Award Scheme were granted during the
six months ended 30 June 2023. The purchase price of the unvested share
awards as at 30 June 2023 was nil.

3. Closing price of the H Shares immediately before the suspension of trading
of H Shares on the Stock Exchange on 2 February 2023.

4. The outstanding awarded Shares (unvested) as at 30 June 2023 were
lapsed due to the employees’ resignation and failure of meeting the vesting
conditions.

5. The weighted average closing price of the H Shares vested during the
Reporting Period before 2 February 2023, the date on which trading of the
H Shares on the Stock Exchange was suspended, was HK$1.52.

DIRECTORS’ AND SUPERVISORS’ SECURITIES
TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in
Appendix 10 to the Listing Rules as a code of conduct for securities
transactions by the Directors and Supervisors. The Company has made
specific enquiries with each Director and Supervisor and each of them
confirmed that he or she had complied with all required standards under
the Model Code during the six months ended 30 June 2023.

DIRECTORS’ AND SUPERVISORS’ INTERESTS
IN MATERIAL TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

Save as disclosed in this interim report, as at 30 June 2023, none of the
Directors or Supervisors directly or indirectly had any material interest
in any material transaction, arrangement or contract in relation to the
Company’s business, to which the Company, any of its subsidiaries or
fellow subsidiaries, if any, was a party.
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INTERESTS AND SHORT POSITIONS OF
DIRECTORS, SUPERVISORS AND CHIEF
EXECUTIVES IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 June 2023, the interests and short positions of the Directors,
Supervisors and chief executives in any Shares, underlying Shares and
debentures of the Company or any of its associated corporations (within
the meaning as defined in Part XV of the SFO, which were required to
be notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including the interests and
short positions which they were taken or deemed to have under such
provisions of the SFO), or to be entered in the register to be kept
pursuant to section 352 of the SFO, or otherwise required to be notified

SIGNIFICANT EVENTS
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EE ESERESTRAERKR®D - HEA
BRI RBEZTHEENEZRAR

MR2023F6A30H  EF EEEkEeTBRAER
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N

to the Company and the Stock Exchange pursuant to the Model Code R NN
as set out in Appendix 10 to the Listing Rules are as follows:
The Company b NN
Approximate Approximate
percentage of percentage of
interest in the interest in the
relevant class total share
Name of Directors/ Nature of Class of Number of of Shares of the capital of the
Supervisors interest Shares Shares  Company™*"  Company®™°*?
AR R AEEA
RGER S RAATERK
G R HPAREBAER
BEE EERE EatE 1% 17 38 B KRHHE ERal Al ERal=abi]
Mr. Xiao Dongsheng™*®®  Beneficiary of a trust ~ H Shares 3,216,000 (L) 0.91% 0.23%
B B AR gk A () EEZ=mA H A%
Mr. Shi Leijte3) Beneficiary of a trust ~ H Shares 586,000 (L) 0.17% 0.04%
gl UL ErEZ=mA H A%
Notes: it -

Q)

@

The calculation is based on the percentage of shareholding in domestic
Shares or H Shares respectively.

The calculation is based on the total number of 1,045,000,000 domestic
Shares in issue and 355,000,000 H Shares in issue.

Mr. Xiao Dongsheng and Mr. Shi Lei have been granted the awarded
shares under the 2020 Share Award Scheme and/or 2021 Share Award
Scheme. They are deemed to be interested in the issued share capital of
the Company for the awarded shares which have been granted to them
pursuant to Part XV of the SFO. As at 30 June 2023, all of the awarded
shares to Mr. Xiao Dongsheng and Mr. Shi Lei under the 2020 Share
Award Scheme were vested. Out of the 2021 Awarded Shares granted to
Mr. Xiao Dongsheng and Mr. Shi Lei (each a Director as at 30 June 2023),
respectively, 1,944,000 and 324,000 2021 Awarded Shares under the 2021
Share Award Scheme (representing approximately 0.14% and 0.02% of all
the issued Shares), have not yet been vested.

The letter “L” denotes a long position in the Shares.

(M) PDHARNEBRIHERHFRA DL REETE -

(2) A& #£1,045,000,000 % 2 % 17 A & A% % 355,000,000 %
ERITHRAEESE -

B) HEALAERAZETEDBIE2020F & H ZEN T2
K,/ 802021 F R 1 s Bt Bl RSB R 1D - IR IBCGE
HFRHBEEA)EXVE  BEERGEEREBENE
B MR ARRE BT AT %A # - 72023
F6HA30H  HRAESLERAREERE2020F K H
RETEERNRNEEHEB -EHRETFTERE
SR AR E(R2023F6 300 & A= F) 172021
FHEERG D BB IE22021F %7 EEN T8 5 Rl ER
1,944,000 fi% % 324,000 f% 82 @) i 17 (9 BlE B FH 175
HBEHI0.14% 52 0.02%) » = EH HKEFB o

4) FEILEBRDFNEE -
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Save as disclosed above, as at 30 June 2023, none of the Directors,
Supervisors or chief executives or their associates have or are deemed
to have any interests and short positions in the Shares, underlying
Shares or debentures of the Company or its associated corporations
(within the meaning as defined in Part XV of the SFO), which were
required to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including the
interests and short positions which they were taken or deemed to have
under such provisions of the SFO), or pursuant to section 352 of the
SFO, required to be entered in the register referred therein, or
otherwise required to be notified to the Company and the Stock
Exchange pursuant to the Model Code.

PURCHASE, SALE OR REDEMPTION OF THE
LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of its listed securities during the six months ended 30
June 2023.

DIRECTORS’ AND SUPERVISORS’ RIGHTS TO
ACQUIRE SHARES OR DEBENTURES

Save as otherwise disclosed in this interim report, at no time during the
period, was the Company or any of its subsidiaries a party to any
arrangement that would enable the Directors or Supervisors to acquire
benefits by means of acquisition of Shares in, or debentures of, the
Company or any other body corporate, and none of the Directors or
Supervisors or any of their spouses or children under the age of 18
were granted any right to subscribe for the equity or debt securities of
the Company or any other body corporate or had exercised any such
right.

OTHER EVENTS
Proposed Initial Public Offering of A Shares

On 29 January 2021, the Board of Directors resolved and approved to
commence the relevant preparation related to the proposed initial public
offering of A shares of the Company. The Company has engaged
Huatai United Securities Co., Ltd as the pre-listing tutoring institution
and submitted the registration application for pre-listing tutoring with the
Shandong Supervisory Commission (LU 3 & & /&) of the China
Securities Regulatory Commission (FEEHEBEEIRZEE) on 29
January 2021. As at the date of this interim report, the Company is in
the stage of under pre-listing tutoring procedure and has not
commenced filing the application for the proposed initial public offering
of A shares.
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Mandatory General Offers

On 5 May 2022, an application for judicial restructuring (the “Judicial
Restructuring”) was filed against Yanggu Xiangguang Copper Co.,
Ltd. (BB ERAE IR AR A R) (“Xiangguang Copper’), a subsidiary
of GMK Holdings Group Co., Ltd. (“GMK Holdings”), with the
Liaocheng Intermediate People’s Court, Shandong Province in the PRC
by a creditor on the ground that Xiangguang Copper is unable to repay
the debts falling due. The People’s Court of Yanggu County, Shandong
Province in the PRC as appointed to hear the case, subsequently
accepted the application of Judicial Restructuring of 19 companies,
including GMK Holdings, Shandong Fengxiang (Group) Co., Ltd. and
Shandong Fengxiang Investment Co., Ltd. (collectively, the “Former
Controlling Shareholders”) and Xiangguang Copper (but, for the
avoidance of doubt, does not include the Company).

On 16 September 2022, the administrator of Xiangguang Copper
issued an auction announcement on the Alibaba Judicial Auction
Network Platform, proposing the sale of the Former Controlling
Shareholder’'s Domestic Shares through an auction process.

On 16 October 2022, Falcon won an auction at the aggregate bid price
of RMB1,372,279,100 (equivalent to HK$1,502,336,359) for the sale
shares, being 992,854,500 Domestic Shares (the “Sale Share(s)”),
which represents a consideration of RMB1.3822 per Sale Share
(equivalent to HK$1.5132 per Sale Share) (the “Acquisition”). On 20
December 2022, the Acquisition was completed and Falcon became
the new controlling shareholder of the Company.

Falcon, as the offeror, was required to make unconditional mandatory
general offers in cash for all the issued Domestic Shares and H Shares
not already owned or agreed to be acquired by Falcon and its concert
parties (the “Offers”) in accordance with the Code on Takeovers and
Mergers issued by the Securities and Futures Commission of Hong
Kong (the “Takeovers Code”). Falcon also proposed to delist the
Company from the Stock Exchange and accordingly the Company had
agreed to convene the 2023 Shareholders’ Meetings for the purpose of
independent Shareholders to consider and vote on the delisting
resolution (the “Delisting Resolution”) (among other business).
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On 28 December 2022, Falcon and the Company jointly despatched
the composite document (the “Composite Document’) comprising
(including without limitation) the offer document from Falcon, the
response document from the Board of Directors, details of the Offers
and the Delisting Resolution (including the expected timetable and
terms of the Offers), a letter of recommendation from the independent
board committee of the Board of Directors to the independent
Shareholders in relation to the Offers, a letter of advice from the
independent financial adviser in relation to the Offers and the forms of
acceptance to the Shareholders in accordance with the requirements of
the Takeovers Code.

On 18 January 2023, as the Delisting Resolution was not approved at
the 2023 Shareholders’ Meetings of the Company held on that date, the
Delisting Resolution was not implemented and lapsed.

The Offers were closed at 4:00 p.m. on 1 February 2023. Falcon and
the parties acting in concert with it were interested in a total of
1,210,640,005 Shares (representing approximately 86.47% of the
issued Shares), comprising 992,854,500 Domestic Shares (representing
approximately 95.01% of the issued Domestic Shares) and 217,785,505
H Shares (representing approximately 61.35% of the issued H Shares).

For details, please refer to the joint announcements of the Company
and Falcon dated 28 October 2022, 17 November 2022, 20 December
2022, 28 December 2022, 13 January 2023, 18 January 2023 and 1
February 2023; and the Composite Document.

Public Float and Suspension of Trading in the H Shares
of the Company

As the Delisting Resolution was not approved and the public float of the
Company fell below 25% following the close of the Offers, the minimum
public float requirement as set out in Rule 8.08(1)(a) of the Listing
Rules is not satisfied. The directors of Falcon Holding GP Limited (being
the general partner of the Offeror), for and on behalf of the Offeror,
undertook to the Stock Exchange to take appropriate steps to ensure
that sufficient public float exists in the Shares, which may include
issuance of new Shares by the Company or placing down part of the
interest that the Offeror or its parties acting in concert with it hold in the
Company following the close of the Offers, to ensure the minimum
percentage of the shares as required under Rule 8.08(1)(a) of the
Listing Rules to the public. To restore the public float by placing down,
Falcon may either directly dispose of, transfer, or engage a placing
agent for placing of, the Shares held by Falcon or its concert parties. In
addition, the Directors jointly and severally undertook to the Stock
Exchange to take appropriate steps to ensure that sufficient public float
exists in the Shares.

SHANDONG FENGXIANG CO., LTD. LR B # KRB BR A 7

72022412 A28 H - Falcon £ A 2 7] 1% 1% W 8 <7 8
HRTERREBATEEEXHF(HREXH]  EF
BIE(BIEBEARR)Falcon BA X EEE /[0
X BRZSEZENRKRERERNFRE(BEZ
ZZOMBEHRERIER) EFTETTBEILES
ZECRZEBNRBYUREROER KT B
BRZEEORERERRBEBREOER K-

M2023F1 180 AR RIERZRELRR BN ZA
BITW023FR R SR LEARABUE RERAFRR
BERERERM -

MR2023F2R81H  ZFZHNER T TR E&LE-
Falcon & — % 178 A £ # & & #£1,210,640,005
B B 19 B9 25 (18 B B 1T IR 1D 4986.47%) © B 3E
992,854,500 % I & % (15 2 317 N & B £95.01%) &
217,785,505 % HA% (15 B 3 1TTH A% 4961.35%) °

BRFFIE B2 AR A EFalcon A 81 7320224 10 A
28 H - 202211 A17H ~ 2022F12 208 - 2022 £
12 4281 202341 A 13 H 20231 A18 H 220234
2R1EMBAERE  REFAXIT-

PBRERERALXTAHREEFEER

AR RBRERELSE BARANARERER
ZEBHB UL BBRERN25%  WARTRFTAELL
MHRA)ELBMN@)IGEFMEREARIFREHRTE -
Falcon Holding GP Limited (B ZH AR EBEEBA)E
ECRKREL AR EE BT A REUEE 1 5 R
DEBRHNARERE  HPAEBEARFAR
BETTIBROICZEZNEIRRESERBEZOA
FE-—BITBHATRAQRFENI D EE - AR
HAECEMRA)EL.08(N)@)EHREMRMN HER H
b e BRBRERIFRERRIFIRE  Falconr] H
- ey I Al R IR iR & Falcon St B — B 1T 8
ATHEORG - 1o EEE HERB RER MR AT
AHERIEEEEERIROAGBTANARITRE -



Pursuant to Note 1 to Rule 8.08(1)(b) of the Listing Rules, at the
request of the Company, trading in the H Shares has been suspended
from 9:00 a.m. on 2 February 2023 since the percentage of public float
fell below 15% following the close of the Offers. For details, please refer
to the joint announcement of the Company and the Offeror dated 1
February 2023.

The Company has applied for and the Stock Exchange granted a
temporary waiver from strict compliance with Rule 8.08(1)(a) of the
Listing Rules for a period from 1 February 2023 to 31 August 2023.

Proposed Issue of H Shares under Specific Mandate

On 3 May 2023, the Board of Directors resolved to allot and issue not
more than 300,000,000 new H Shares to investors who would constitute
the public shareholders of the Company at an issue price of not lower
than HK$1.5132 per H share (the “H Shares Issue”). The H Shares
Issue will be made under the specific mandate (the “Specific
Mandate”) as granted by the Shareholders at the annual general
meeting, the 2023 second H Shareholders class meeting and the 2023
first domestic Shareholders class meeting of the Company, all held on
19 May 2023 by way of non-public issue through subscription or placing
in one or more tranches within a period of 12 months since the date of
the resolution in relation to the Specific Mandate being approved by the
Shareholders. Assuming the maximum of 300,000,000 new H Shares
are allotted and issued by the Company under the Specific Mandate,
such new H Shares represent approximately 84.51% and 21.43% of the
total number of H Shares in issue and the total number of Shares in
issue as at the date of this interim report, respectively, and
approximately, 45.80% and 17.65% of the enlarged total number of H
Shares in issue and the enlarged total number of Shares in issue after
the issue of the H Shares, respectively.

On 18 May 2023, the Company appointed CMB International Capital
Limited (“CMBI”) as its sole overall coordinator, sole syndicate capital
market intermediary and sole placing agent for the H Shares Issue. As
at the date of this interim report, the Company and CMBI have not
entered into any placing agreement in relation to the H Shares Issue.

For details, please refer to the first supplemental circular of the
Company dated 5 May 2023 and the announcements of the Company
dated 3 May 2023, 5 May 2023, 18 May 2023, 19 May 2023 and 1
August 2023.
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Amendments to the Articles of Association

Due to the change in the controlling shareholder of the Company, the
enterprise type of the Company has changed from “other limited
company (listed)” to “company limited by shares (foreign investment,
listed)”. As a result, the scope of business of the Company as set out in
the articles of association of the Company (the “Articles of
Association”) shall be amended according to the PRC regulatory
requirements and the Board of Directors was duly authorised by the
Shareholders, to make revisions to wordings pursuant to further review
by the company registration authority. The resolution in relation to the
amendments was approved by the Shareholders at the extraordinary
general meeting of the Company on 28 February 2023.

On 17 February 2023, the State Council of the PRC (the “State
Council”) issued the Decision of the State Council to Repeal Certain
Administrative Regulations and Documents (Bl 75 B8 72 B# 1F 28 9 17
BUE R M XTEH SR D)) (the “Decision”), which includes the repeal of
Special Regulations on the Overseas Offering and Listing of Shares by
Joint Stock Limited Companies ((EI %A 1H B R A Al EINE &
% K EmEEERI#R E)) issued by the State Council on 4 August
1994. On the same date, the China Securities Regulatory Commission
(the “CSRC”) issued the Trial Administrative Measures of Overseas
Securities Offering and Listing by Domestic Companies ({35 A 1> 2 15
INEITHESFM EmMER AT E)) (the “Trial Measures”) and
relevant guidelines, which includes the repeal of the Notice on the
Implementation of the Mandatory Provisions for Companies Listing
Overseas (R BTT (IR IN ET QR R VHE KT BAD). The
Decision and the Trial Measures have been effective since 31 March
2023 (the “PRC Regulation Changes”). From the effective date of the
Decision and the Trial Measures, PRC issuers shall formulate their
articles of association with reference to the Guidelines on Articles of
Association of Listed Companies ({2 71 Z# 5 3/)) instead of the
Mandatory Provisions for Companies Listing Overseas ((E|#4) =T
NAEIZERVEIEFD) (the “Mandatory Provisions”). In view of the
above PRC Regulation Changes, the Stock Exchange also released a
consultation paper “Rule Amendments Following Mainland China
Regulation Updates and Other Proposed Rule Amendments Relating to
PRC Issuers” on 24 February 2023, stipulating the consequential
amendments to the Listing Rules. In particular, the Stock Exchange
proposes to (a) remove the class meeting and related requirements for
the issue of new shares by PRC issuers; (b) repeal Appendix 13D to
the Listing Rules, which requires PRC issuers’ articles of association to
include the Mandatory Provisions and other ancillary requirements; (c)
amend the Listing Rules in Chapters 9 and 19A to reflect the CSRC
record filing regime; (d) remove the arbitration clause for disputes
involving H shareholders as required under the Mandatory Provisions;
and (e) modify the other Listing Rules that address issues arising from
domestic shares and H shares being treated as different classes.
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Accordingly, the Company is required to amend its Articles of
Association to comply with the requirements of the Listing Rules and
the applicable laws and regulations of the PRC (the “Articles
Amendments”). In view of the Articles Amendments, the Board of
Directors also proposes to amend the rules of procedure for the general
meeting of Shareholders, the rules of procedure of the Board of
Directors and the rules of procedure of the board of supervisors
(“Procedural Rules Amendments”).

The resolutions in relation to the Articles Amendments and the
Procedural Rules Amendments were approved by the Shareholders at
the annual general meeting, the 2023 second H Shareholders class
meeting and 2023 first domestic Shareholders class meeting of the
Company and took effect on 1 August 2023.

Save as disclosed above, during the Reporting Period and up to the
date of this interim report, there had been no material change to the
Articles of Association. The Articles of Association is available on the
websites of the Company and the Stock Exchange.

Resignation of Joint Company Secretary

As the Stock Exchange confirmed that Mr. Shi Lei is qualified to act as
the company secretary under the requirement of Rule 3.28 of the
Listing Rules on 14 July 2023, Mr. Shi Lei thereby did not need a
qualified joint company secretary to assist him in the performance of his
duties as a company secretary. Ms. Yu Wing Sze, the other joint
company secretary of the Company, resigned from her position as the
joint company secretary on 15 August 2023. After the resignation of Ms.
Yu Wing Sze, Mr. Shi Lei will become the sole company secretary of
the Company. For details, please refer to the announcement of the
Company dated 15 August 2023.

Deposits with GMK Finance

The Company was notified by GMK Holdings that its subsidiaries had
overdue debts in March 2022. Among such subsidiaries, GMK Finance
Co., Ltd. (“GMK Finance”) was involved in overdue repayment
disputes, pursuant to which the creditor filed a civil complaint against
GMK Finance (the “Debt Dispute”). GMK Holdings, by itself and
through its subsidiaries, provided guarantees for some of the loans
obtained by the Group from banks, and provided deposits, loan facilities
(including term loans and entrusted loans) and bill financing services to
the Group. The deposits with GMK Finance have been unavailable for
withdrawal and utilisation by the Group for daily operation since
November 2022, and there was an overdue payment for deposit
interests from GMK Finance to the Group. As such, the Group made a
full impairment of the deposits with GMK Finance for the year ended 31
December 2022 and as at 31 December 2022.
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GMK Finance is a financial institution licensed by the Shandong Office
of China Banking and Insurance Regulatory Commission (the “CBIRC”)
(CBIRC has been replaced by the National Administration of Financial
Regulation (the “NAFR”) in March 2023), and subject to the direct
supervision of such regulatory authority. Recently, the Company was
informed that a company has submitted to the NAFR an application of
the bankruptcy liquidation of GMK Finance and the NAFR has
principally approved the commencement of bankruptcy proceedings of
GMK Finance. As such, the Company shall comply with the Enterprise
Bankruptcy Law of the PRC in relation to the recovery of the deposits
with GMK Finance upon the liquidation proceedings of GMK Finance
initiated by the court becomes materialised.

The Company is seeking legal advice regarding the next steps and
shall continue to observe the development of GMK Finance and its
regulatory actions (if any), and take into account any legal actions
where appropriate. The Board will continue to monitor the situation, and
make further announcement on any material updates as and when
appropriate.

SUBSEQUENT EVENTS

Save as disclosed in this interim report, the Board of Directors is not
aware of any significant event affecting the Group occurred after 30
June 2023 and up to the date of this interim report.

REVIEW OF INTERIM RESULTS

The Audit Committee comprises two independent non-executive
Directors and one non-executive Director, namely, Mr. Chung Wai
Man, Ms. Wang Anyi and Mr. Lu Wei. Mr. Chung Wai Man serves as
the chairman of the Audit Committee, who has the professional
qualification and experience in financial matters in compliance with the
requirements of the Listing Rules. The Audit Committee has reviewed
with the management the accounting principles and practices adopted
by the Group, the unaudited interim results of the Group for the six
months ended 30 June 2023 and this interim report and is of the view
that the interim results of the Group is prepared in accordance with
applicable accounting standards, rules and regulations and appropriate
disclosures have been duly made.

By order of the Board of Directors
Chairman

Zhu Lingjie

Shandong, PRC

15 August 2023
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CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
S EEH kSR

For the six months ended 30 June 2023 & = 202346 430 H L+ /<& A

Six months ended 30 June

BZ6A30RAILAEA
2023 2022
2023 % 2022 F
Notes RMB’000 RMB’000
Mt ot AR¥T T ARBTT
(Unaudited) (Unaudited)

(REER) (REER)

Total operating revenue EEHAWA 4 2,436,545 2,443,273
Less: Operating costs A B ERAR 2,154,318 2,220,937
Taxes and charges i K Bt n 17,320 18,903
Selling expenses HEBR 84,768 173,016
Administrative expenses EEEB A 52,892 48,133
Research and development expenses e s A 13,142 15,471
Finance costs &R 5 41,667 23,551
Add: Other gains hn o H I Es 6 4,821 953
Investment income (losses) BE W (EBE) (1,940) (1,462)
Including: Losses on investments in Hrp - it 2 ENMS &
associates and joint ventures TEMREBE (1,938) (1,462)
Gain/(loss) from the changes in fair value NAhEBEEH
Wz (ER) 7 10,303 (10,017)
Credit impairment loss ERRBAEEBX (95) 63
Asset impairment loss BEREBEREX 171 —
Proceeds on disposal of assets BEREERZ (2,417) 198
Operating profit/(loss) EERNE(FE) 83,281 (67,003)
Add: non-operating income o EFEINRA 592 554
Less: non-operating expenses o BEINTH 147 305
Total profit/(loss) FE, (EiR) B8 83,726 (66,754)
Less: income tax (expenses)/credit W BRI (BR) He 8 1,631 4,184
Net profit/(loss) FFE (8 82,095 (70,937)
Breakdown by continuity of operations REEFBEESE
Net profit/(loss) from continuing operations FECEFRE(BER) 82,095 (70,937)
Breakdown by attributable interests EMEREEBESSE
Net profit/(loss) attributable to shareholders of FERYRARIRERN
the parent company FAE(EBE) 82,095 (70,937)
Loss attributable to minority interests DER R EE — —
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CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
A EEE KR E R

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

Six months ended 30 June

BZ6A30RAILAEA
2023 2022
2023 % 2022 F
Notes RMB’000 RMB’000
Mt ot AR¥T T ARBTT
(Unaudited) (Unaudited)

(REER) (REER)

Net other comprehensive expenses aftertax H&ASEENBEFHE (126) (550)
Net other comprehensive expenses attributable to S EBR QA G FTAEE MW
shareholders of the parent company after tax EMagGEaBENT®FE (126) (550)
Other comprehensive income (loss) that cannot T EEEH FHEEFH
be reclassified into profit or loss Hibsra W= (B1E) — —
Other comprehensive expenses that can be HEDEERZN
reclassified into profit or loss Hisr & 518 (126) (550)
Exchange differences on translation of foreign INEBI MR ITE =8
currency financial statements (126) (550)
Net other comprehensive income attributable to 7 /& 7 L K B &)
minority interests after tax Hire W T 1% %58 — —
Total comprehensive income/(loss) mewE (FR) A8 81,969 (71,487)
Total comprehensive income/(loss) attributable (3 BA B AT ME EH
to the shareholders the parent company e Ws/ (B8 B 81,969 (71,487)

Total comprehensive income/(loss) attributable 53 /8B 7 2 B IR 5 &Y
to minority interests Re W (BR) B — —

Earning/(loss) per share SRk (R
Basic earning/(loss) per share EAGgRkiks (EE)
(RMB per Share) (£ HR) 10 0.06 (0.05)
Diluted earning/(loss) per share wreeRkE(EE)
(RMB per Share) (T/B%) 10 0.06 (0.05)
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CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL POSITIONS
RS 7 IR R

As at 30 June 2023 7£2023 46 A30H

As at As at
30 June 31 December
2023 2022
#2023 F 720225
6H30H 12A31H
Notes RMB’000 RMB’000
bt aE ARET ARBTF T
(Unaudited) (Audited)
(REER) (& &%)
Current assets TREEE
Monetary funds EEEe 370,043 322,156
Trade receivables JFE UK BR 3R 11 239,331 194,977
Prepayments B FRIE 28,833 46,041
Other receivables H fth JE UK 10,008 14,832
Inventories FE 12 779,720 897,447
Other current assets Hin#&E 13 64,347 75,108
Total current assets RBEEA 1,492,281 1,560,561
Non-current assets ERBEE
Long-term equity investments RERERE 14 57,903 59,841
Fixed assets EEE 15 3,038,577 3,055,597
Construction in progress EEIRR 16 3,918 996
Productive biological assets SEREMEE 17 252,642 255,692
Right-of-use assets EHEEE 18 195,939 201,487
Intangible assets EREE 19 88,656 89,421
Deferred income tax assets BIEMBHEE 156 166
Other non-current assets HiIEREBEE 7,937 4,573
Total non-current assets EFRBEESS 3,645,728 3,667,773
Total assets EEHAG 5,138,009 5,228,334
Current liabilities REBAE
Short-term borrowings 52 B 24 802,142 1,124,614
Bills payable ERERE 20 — 70,000
Trade payable FE R 3R 21 387,928 454,943
Contract liabilities ARAME 30,778 46,449
Payroll payable JRE A B T 55 B 22 63,346 80,137
Taxes payable ERBE 9,332 10,035
Other payables M FE A 3R 23 519,804 228,507
Non-current liabilities due within one year —FRIHENIERSDEE 24 269,415 120,413
Other current liabilities HibmehaE 2,003 2,497
Total current liabilities REBAEES 2,084,748 2,137,594
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CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL POSITIONS

BEEN R 2

As at 30 June 2023 7£2023 46 A30H

As at As at
30 June 31 December
2023 2022
#2023 F 720225
6H30H 12H31H
Notes RMB’000 RMB’000
Mt &t ARET ARBTF T
(Unaudited) (Audited)
(REER) (& &%)
Non-current liabilities EREBEE
Long-term borrowings R EIE 24 126,790 252,148
Lease liabilities HEBE 201,651 199,666
Long-term payables R HA R 5K 6,962 6,071
Estimated liabilities fastaE 65 124
Deferred income iE JE U 19,881 20,756
Other non-current liabilities HM3ERea R’ — —
Total non-current liabilities *kRBEABESE 355,349 478,765
Total liabilities B8Ea5 2,440,097 2,616,359
Owners’ equity FEERER
Share capital & A 29 1,400,000 1,400,000
Capital reserve = INN 632,671 628,702
Less: treasury shares A ETF AR 27,686 27,685
Other comprehensive expenses Hivfr & B8 (800) (674)
Surplus reserve Vel YN - 155,378 155,378
Undistributed profits RO EFE 538,349 456,254
Total equity attributable to shareholders of EENERARTAEEERS
the parent company &5t 2,697,912 2,611,975
Minority interests LHRRERE — —
Total owners’ equity FEEEZES 2,697,912 2,611,975
Total liabilities and owners’ equity EBEMMEERERZAS 5,138,009 5,228,334
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
HRGEEREBR

For the six months ended 30 June 2023 &; = 202346 A30H 1t 7~ & A

Consolidated statement of changes in owners’ equity for the six months ended 30 June 2023

BEAVBE6ANALABARHAEEREEDR

Other Total
Share Capital Less: treasury comprehensive Surplus  Undistributed Minority owners’
capital reserves shares income reserves profits Sub-total interests equity
Hit P | &
Items HE &S EXQE  HIERR Gaka BHAR AOEBAE it RRER BRast
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETn ARETR ARETR ARETR ARETn ARETn AR%ETn AR¥Tn ARETR
(Unaudited)  (Unaudited)  (Unaudited) (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
(REEHR) (REER)  (RBER) (REEHR) (REER) (REER) (REER)  (REER)  (RBEH)
|. Balance at the end of last year - LEERBE 1,400,000 628,702 27,685 (674) 155,378 456,254 2,611,975 - 2,611,975
Il. Balance at the beginning of the = AFF{IHHE
year 1,400,000 628,702 27,685 (674) 155,378 456,254 2,611,975 - 2,611,975
Il. Increasesidecreases atcurrent = AHEESHEE
period - 3,969 1 (126) — 82,095 81,969 - 81,969
(I) Total comprehensive income -l GehmER - - - (126) - 82,095 81,969 - 81,969
(Ily Capital contributed or reduced by (=) Fr & AR
owners ROEX — 3,969 1 - - — 3,968 - 3,968
1. Ordinary shares contributed 1. FEERAH
by owners LB - - - - - - - - -
2. Capital contributed by the 2. EfhE&IE
holders of other equity BRERAAR
instruments - - - - - - - - -
3. Amounts of share-based 3. RBRMAFA
payments recognised in FMEEERNGE
owners’ equity — 3,969 1 - - — 3,968 — 3,968
4. Others 4. Hfth — - - - - - — — -
(111 Profit distribution EFESIR — - - - - — — - -
1. Withdrawal of surplus 1. BRABAE
reserves - - — - - - - - —
2. Withdrawal of general risk 2. RE-RERER
reserves - - - - - - - - -
3. Profit distributed to owners (or 3 HAEEERR)N
shareholders) 7 - - - - - - - - -
4. Others 4. Hth — — - - - - - - -
IV. Balance at the end of the period T4 - A BB E 1,400,000 632,671 27,686 (800) 155,378 538349 2,697,912 — 2697912
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
BEEN- bk

For the six months ended 30 June 2023 &; = 202346 A30H Lt /<& A

Consolidated statement of changes in owners’ equity for the six months ended 30 June 2022

BEANFOANALAEAAKKEEREEDR

Other Total

Share Capital Less: treasury  comprehensive Surplus  Undistributed Minority owners'

capital reserves shares income reserves profits Sub-total interests equity

Etb L8 fiEE

Items ER B BRRE O EER FalE BRAE  RAEFE U5y RRER Baas
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

ARETT ARETT AR%TR ARETL  ARBTT ARETL AR%TR ARETR AR%T:
(Unaudited)  (Unaudited)  (Unaudited) (Unaudited) ~ (Unaudited)  (Unaudited) ~ (Unaudited)  (Unaudited)  (Unaudited)
(REER)  (REFR)  (RBER) (REgrn)  (REEw  (REER)  (REER  (REER)  (REER)

|, Balance at the end of last year - LEERBE 1,400,000 621,754 2,548 (254) 155,378 1,225,282 3,399,612 - 3,399,612

Il. Balance at the beginning of the = AFF{IHHE

year 1,400,000 621,754 2,548 (254) 155,378 1,225,282 3,399,612 - 3,399,612
Il. Increasesidecreases atcurrent = AHEESHEE
period - 5924 26,184 (550) - (70937) 91,747) - 91,747)
(I) Total comprehensive income - GalnEE — — - (550 — (70,937) (71,487 - (71,487)
() Capital contributed or reduced by (=) FiB &R A
owners HOER — 5924 26,184 - — — (20,260) — (20,260)
1. Ordinary shares contributed 1. FEERAH
by owners Lak - - - - - - - - -
2. Capital contributed by the 2. HiglEmTA
holders of other equity BRERAAR
instruments - - - - - - - - -
3. Amounts of share-based 3. BB FEA
payments recognised in FMEEERNGE
owners’ equity — 5,924 26,184 - — — (20,260) — (20,260)
4. Others 4 Eft - - - - - - - - -
(111 Profit distribution EFEIE — — — - — - - - -
1. Withdrawal of surplus 1. BRABAE
reserves - - - - - - - - -
2. Withdrawal of general risk 2. RE-RERER
reserves - - - - - - - - -
3. Profit distributed to owners (or 3 HAEEERR)N
shareholders) 7 - - - - - - - - -
4. Others 4. Hft - - - - - - - - -
IV. Balance at the end of the period KRB RBE 1,400,000 627,678 28,732 (804) 155,378 1,154,345 3,307,865 - 3,307,865
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

BHGEREMNER

For the six months ended 30 June 2023 & = 202346 430 H L+ /<& A

Six months ended 30 June

HE6A30RILEAMEA
2023 2022
2023 20225
Notes RMB’000 RMB'000
ltems EH k=3 AR®TR ARETT
(Unaudited) (Unaudited)
(REBER) (REEER)
I. Cash flows from operating activities - RETHELMERLRE
Cash received from sales of goods and rendering of HEBm REABKKINES
services 2,542,059 2,629,787
Tax refunds received WEHOFRERE 40,168 66,455
Cash received from other operating activities WEEMEEEEHERNES 33,230 69,572
Sub-total of cash inflows from operating activities BEFEHBRERANDE 2,615,457 2,765,814
Cash paid for goods purchased and services received BERM BEXSBIANES 1,965,336 1,942,988
Cash paid to and on behalf of employees IREBIUERABR I MM
Be 315,288 321,641
Cash paid for taxes IANEBERE 24,423 29,218
Cash paid for other operating activities IHEMELEEHEBENES 54,234 92,770
Sub-total of cash outflows from operating activities EEEEIR SR/ at 2,359,281 2,386,617
Net cash flows generated from operating activities REFHELANBRENETE 256,176 379,197
II. Cash flows from investing activities . REEBELENBERE
Cash received from disposal of investments W EEE R RS — —
Cash received from gains on investments BERERENIOEE - —
Net cash received from disposal of fixed assets, REETEE BEREEMHM
intangible assets and other longterm assets REEERENREFE 3,244 383
Net cash received from disposal of subsidiaries and REFAARAMEEEMUE
other business units HREFE - —
Cash received from other investing activities WHEMEREEHEBNERS — -
Sub-total of cash inflows from investing activities BEFHEESRANG 3,244 383
Cash paid to acquire and construct fixed assets, BRETEAE BEREEMHEM
intangible assets and other longterm assets RBEELANES 135,257 165,293
Cash paid for investments REZIMBES - —
Net increase in pledge loans ERERFEMNE - —
Net cash paid to acquire subsidiaries and other business FRAREMEEBNZM
units HHREFE - —
Cash paid for other investing activities INEMERETHEENES - —
Sub-total of cash outflows from investing activities REFHERES R L/ 135,257 165,293
Net cash flows from investing activities RETHEANESREFE (132,013) (164,911)

Interim Report 2023 # Hi § &



54

CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

EHHGERERER

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

Six months ended 30 June

HZ6A30AL~EA
2023 2022
20235 20226
Notes RMB’000 RMB'000
ltems EE k=3 ARET R ARETT
(Unaudited) (Unaudited)
(REER) (REEER)
IIl. Cash flows from financing activities = EETRHELENEERE
Cash from absorption of investments MUt E W B IR & — —
Cash received from borrowings BEEFRINRS 531,960 222,357
Cash received from other financing activities WIEMEEEEHEENRS 102,000 311,475
Sub-total of cash inflows from financing activities FEERDHLMANE 633,960 533,831
Cash paid for debts repayments BEEBEIMNNRES 626,758 1,003,565
Cash paid for distribution of dividends and profits or DERF - FERECH LI
payment of interest RRe 38,839 29,792
Cash paid for other financing activities THEMEEETHEHRNRS 61,619 115,321
Sub-total of cash outflows from financing activities EREHRLIME NG 727,216 1,148,678
Net cash flows from financing activities EETHEANESREFE (93,256) (614,847)
IV. Effect of fluctuation in exchange rate oncashand 1+ EXSHURLRELZEIN
equivalents ¥ (332) (169)
V. Net increase in cash and cash equivalents I BeRESESENTFEMNE 30,576 (400,729)
Add: Cash and cash equivalents at beginning of period m:-BNReRREEENHE 144,733 1,375,111
VI. Cash and cash equivalents at end of period A BRESREGEENHE 175,309 974,382
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BASIS OF PREPARATION OF THE FINANCIAL
STATEMENTS

() Basis of preparation

The financial statements are prepared in accordance with the
Accounting Standard for Business Enterprises — Basic
Standard issued by the Ministry of Finance of the PRC and
respective specific accounting standards, application
guidelines for accounting standards for business enterprises,
interpretation for accounting standards for business
enterprises, and other relevant regulations (hereinafter
collectively referred to as the “Accounting Standards for
Business Enterprises”). In addition, the financial statements
also comply with the disclosure requirements of the Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”) and the applicable
disclosure requirements of the Companies Ordinance (Chapter
622 of the Laws of Hong Kong).

2. CONTINUOUS OPERATIONS

The Company recorded a net profit of RMB82.095 million from
January to June 2023. As at 30 June 2023, the balance of
Fengxiang’s unrestricted monetary funds was RMB175.3086
million, the balance of short-term borrowings was RMB802.1414
million, and the balance of long-term borrowings and long-term
payables due within one year was RMB260.9775 million, which
indicated the existence of material uncertainties that may give rise
to significant doubts about Fengxiang’s ability to continue as a
going concern.

The Company’s management intends to take relevant measures to
improve its liquidity and expects to be able to obtain sufficient
funds to support the Company’s operational needs for the
foreseeable next 12 months.

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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For the six months ended 30 June 2023 & = 202346 430 H L+ /<& A
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

2. CONTINUOUS OPERATIONS (Continued)
The Company intends to take the following measures to improve
the Company’s ability to continue as a going concern:

(1M

the controlling shareholder of the Company will continue to
provide borrowings for the Company for its operational needs.
According to the announcement of the Company dated 29
January 2023, the controlling shareholder and the Company
entered into the loan framework agreement with a term from
January 2023 to January 2024;

the Company is actively negotiating with financial institutions
to obtain new loans at a reasonable cost. Currently, certain
financial institutions have indicated their intentions to grant
new loans to the Company and the Company’s loan renewals
are normal. Given the Company’s good credit history and the
influence of its controlling shareholder, the Directors are
confident that new loans can be obtained at a reasonable cost;

the Company will continue to focus on its main businesses
and fully release production capacity to achieve business
growth; continuously research and develop new products and
expand them to its overseas customers and accelerate
channels’ building; further deepen channel penetration of
major customers and increase the Company’s share of supply
in major customers, speed up inventory turnover while
continuing to adopt cost reduction and efficiency enhancement
measures to increase operating cash flows; and

the Company will further improve its capability to cope with
financial risks, optimise its debt structure, reduce short-term
liabilities and increase long-term liabilities to minimise the
pressure of short-term debt repayment.

The management of the Company is of the opinion that the Group
will be able to obtain sufficient working capital to ensure that the
Group will be able to continue as a going concern for a period of 12
months after 30 June 2023 through the above measures.
Accordingly, the Company considers it appropriate to adopt the
going concern basis in preparing the financial statements of the
Company.
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CONTINUOUS OPERATIONS (Continued)
Notwithstanding the above, there are still significant uncertainties
as to whether the management of the Group will be able to
implement the above plans and measures. The Group’s ability to
continue as a going concern will depend on:

(1) obtaining credit facilities from financial institutions to secure
new borrowings;

(2) successfully maintaining continuing and normal business
relationships with the Group’s existing lenders so that the
relevant lenders will not take actions to exercise their
contractual rights to demand immediate repayment of such
borrowings;

(3) the gradual release of the Company’s production capacity,
continuous stable development of the businesses of its
overseas customers and major customers, normal inventory
turnover and timely recovery of accounts receivable.

If the Group does not achieve the expected results of these plans
and measures, it may not be able to continue as a going concern,
and adjustments will have to be made to reduce the carrying value
of the Group’s assets to their recoverable amounts, to accrue for
any further liabilities that may arise, and to reclassify non-current
assets and non-current liabilities as current assets and current
liabilities. The effect of these adjustments has not been reflected in
the consolidated financial statements.

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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For the six months ended 30 June 2023 & = 202346 430 H L+ /<& A
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. EEESTTBERRE A

ACCOUNTING ESTIMATES

Declaration on compliance with the Accounting
Standards for Business Enterprise

The financial statements comply with the requirements of the
Accounting Standards for Business Enterprises issued by the
Ministry of Finance, and truthfully and completely reflect the
consolidated and the Company’s financial position as at 30 June
2023 and the consolidated and the Company’s results of
operations and cashflows for the six months ended 30 June 2023.

Accounting period

The accounting year is from 1 January to 31 December of the
calendar year.

The accounting period for this report is from 1 January 2023 to 30
June 2023.

Business cycle

The Company’s business cycle is 12 months.
Functional currency

The Company adopts RMB as its functional currency.

Accounting treatment of business combinations
under common control and not under common
control

Business combinations under common control: The assets and
liabilities (including goodwill arising from the acquisition of the
acquiree by ultimate controlling party) acquired by acquirer through
business combination shall be measured at the carrying value of
the assets, liabilities of the acquiree in the consolidated financial
statements of the ultimate controlling party at the date of
combination. The difference between the carrying amount of the
net assets obtained and the carrying amount of the consideration
paid for the combination (or total nominal value of the issued
shares) is adjusted to capital premium in capital reserve. If capital
premium in the capital reserve is not sufficient to absorb the
difference, any excess shall be adjusted against retained earnings.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Accounting treatment of business combinations
under common control and not under common
control (Continued)

Business combinations not under common control: The cost of
combination is the assets paid, the liabilities incurred or committed
and fair value of the equity securities issued by the acquirer for
acquisition of control over the acquiree on the date of acquisition.
Where the cost of combination is higher than the fair value of the
identifiable net assets acquired from the acquirer in business
combination, such difference shall be recognised as goodwill;
where the cost of combination is less than the fair value of the
identifiable net assets acquired from the acquiree in business
combination, such difference shall be charged to current profit or
loss. Each of the identifiable assets, liabilities and contingent
liabilities of the acquiree, which are acquired in the combination
and meet the criteria for recognition, shall be measured at fair
value on the date of acquisition.

The direct relevant expenses incurred for the business
combinations are recognised as the profit or loss in the period
when the costs are incurred; the transaction costs for the equity
securities or debt securities issued for business combination shall
be recognised as the initial recognition amount of equity securities
or debt securities.

Preparation method of consolidated financial
statements

(1) Scope of consolidation

The scope of consolidation of the consolidated financial
statements is determined on the basis of control, and the
scope of consolidation comprises the Company and all of its
subsidiaries. Control refers to the power of a company over
the investee, the rights to enjoy variable returns from its
involvement in relevant activities of the investee, and the
ability to use its power over the investee to affect the amount
of its returns.

] BA 4 & B 5 R 3k M R
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)

Preparation method of consolidated financial
statements (Continued)

(2) Consolidation procedures

When preparing the consolidated financial statements, the
Company considers the entire enterprise group as a single
accounting entity and presents the overall financial position,
operating results and cash flows of the enterprise group based
on the consistent accounting policies. The impact of internal
transactions between the Company and its subsidiaries, and
among its subsidiaries, shall be offset. If internal transactions
indicate impairment losses on relevant assets, such losses
shall be recognised in full. Any inconsistent accounting policies
and accounting period adopted by a subsidiary will be subject
to necessary adjustments to align with those of the Company
when preparing the consolidated financial statements.

Owners’ equity, net profit or loss of the current period and
comprehensive income attributable to minority shareholders of
the current period of subsidiaries are stated separately under
owners’ equity in the consolidated balance sheet, net profit in
the consolidated income statement and total comprehensive
income respectively. Loss of the current period assumed by
minority shareholders of a subsidiary in excess of minority
shareholders’ share of owners’ equity in that subsidiary at the
beginning of the period is offset against minority interests.

Addition of subsidiary or business

During the Reporting Period, if there is an addition of
subsidiary or business due to business combination under
common control, the operating results and cash flow of the
subsidiary or business combination from the beginning of the
period to the end of the reporting period will be included in the
consolidated financial statements, and the amounts at the
beginning of the period in the consolidated financial statements
and relevant items in the comparative statements will also be
adjusted as if the reporting entity after combination had been
existing since the control of the ultimate controlling party
started.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEE- gk B

For the six months ended 30 June 2023 &; = 202346 A30H 1t 7~ & A

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. EEETTHERREF A (E)

ACCOUNTING ESTIMATES (Continued)

Preparation method of consolidated financial EOMBRRNERS E (B)

statements (Continued)

(2) Consolidation procedures (Continued) (2) EHERF (&)
Ad(dition of subsidiary or business (Continued) 1B 0 F A gt Z 5 (4E)
During the Reporting Period, if there is an addition of EmEMA - AFER—EG TEES N
subsidiary or business due to business combination not under FRAINEBK UEEBRENSIE H
common control, it shall be included, from the date of REE AEBERNFABGBHNLAAEERER
purchase, in the consolidated financial statements based on EEEHREMASHTBRE -

the fair value of each of the identifiable assets, liabilities and
contingent liabilities determined on the date of purchase.

Interim Report 2023 # Hi § & 61



62

NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)

Preparation method of consolidated financial
statements (Continued)

(2) Consolidation procedures (Continued)

Disposal of subsidiary
General treatment for disposal:

When control over the investee is lost due to the disposal of
part of the equity investment or other reasons, the Company
re-measures the remaining equity investment after the
disposal at fair value as at the date on which control is lost.
The difference between the sum of the consideration received
from equity disposal and the fair value of the remaining equity
interest and the sum of the net assets of the subsidiary
proportionate to the original shareholding accumulated from
the date of purchase or combination and goodwill is included
in investment gains of the period during which the control is
lost. Other comprehensive income that will be reclassified into
profit or loss and other changes in owners’ equity under equity
accounting with respect to the equity investment in the original
subsidiary are transferred to investment gains of the period
during which the control is lost.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Classification of joint arrangements and accounting
treatment for joint operations

Joint arrangements can be classified into joint operations and joint
ventures.

Joint operations represent the joint arrangement that a party to a
joint arrangement has rights to the assets, and obligations for the
liabilities, relating to such arrangement.

The Company recognises the following items in relation to its share
of benefits in joint operations:

(1) the assets held solely by the Company and those jointly held
on a pro-rata basis;

(2) the liabilities assumed solely by the Company and those jointly
assumed on a pro-rata basis;

(3) the income generated from the sale of the products of the joint
operation attributable to the Company;

(4) the income generated by the joint operation from the sale of
products on a pro-rata basis;

(5) the expenses incurred solely by the Company and those
incurred by the joint operation on a pro-rata basis.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. EEEMBERE A (B)

ACCOUNTING ESTIMATES (Continued)

Classification of joint arrangements and accounting
treatment for joint operations (Continued)

The Company’s investments in joint ventures are accounted for
using the equity method. Please refer to Note “Long-term Equity
Investment” for details.

Recognition standard for cash and cash equivalents

Cash represents the Company’s cash on hand and deposits that
can be used readily for payments. Cash equivalents represent
investments that satisfy four conditions, namely short-term, highly
liquid, readily convertible to known amounts of cash, and subject to
an insignificant risk of changes in value.

Foreign currency transactions and translation of
financial statements denominated in foreign
currency

(1) Foreign currency transactions

Foreign currency transactions shall be translated into RMB at
the spot Exchange rate on the day when the transactions
occurred.

Balance sheet date foreign currency monetary items shall be
translated using the spot exchange rate at the balance sheet
date. The resulting exchange difference are recognised in
profit or loss for the current period, except for those differences
related to a specific-purpose borrowing denominated in foreign
currency for acquisitions and construction of the qualified
assets, which should be capitalised as cost of the borrowings.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
] BA 4 & B 5 R 3k M R

For the six months ended 30 June 2023 &; = 202346 A30H 1t 7~ & A

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. EEEMBERE A (B)

ACCOUNTING ESTIMATES (Continued)

Classification of joint arrangements and accounting
treatment for joint operations (Continued)

Foreign currency transactions and translation of
financial statements denominated in foreign
currency (Continued)

(2) Translation of financial statements denominated in
foreign Currency

The assets and liabilities in the balance sheets are translated
at the spot exchange rates on the balance sheet date; except
for “undistributed profit” items, all items under owner’s equity
are translated at the spot exchange rates when incurred. The
income and expense items in the income statement are
translated at the spot exchange rates on the transaction dates.

On disposal of foreign operations, exchange differences in
financial statements denominated in foreign currencies related
to the foreign operation shall be transferred from owner’s
equity items to profit or loss from disposal for the current
period.

Financial Instruments

One of the financial asset, financial liabilities or equity instrument is
recognised when the Company becomes a party to the contract of
the financial instruments.

(1) Classification of financial instruments

According to the business model of the Company for
management of financial assets and the contractual cash flow
characteristics of financial assets, financial assets are
classified at the initial recognition as financial assets measured
at amortised cost, financial assets measured at fair value
through other comprehensive income, and other financial
assets that are measured at fair value through current profit or
loss.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

3. EEETHEKERMGE ()

SRMIAEE)

Financial Instruments (Continued)

(1) Classification of financial instruments (Continued) (1) *tBIT AN H (&)

The Company shall classify financial assets that meet the
following conditions and are not designated as financial assets
at fair value through current profit or loss as financial assets
measured at amortised cost:

— The objective of the business model is to collect
contractual cash flows;

— The contractual cash flows are solely payment of the
principal and the interest based on the outstanding
principal amount.

The Company shall classify financial assets that meet the
following conditions and are not designated as financial assets
at fair value through current profit or loss as financial assets (debt
instruments) measured at fair value through other
comprehensive income:

— The objective of the business model for managing such
financial assets is both to collect contractual cash flows
and to dispose of the financial assets;

— The contractual cash flows are solely payment of the
principal and the interest based on the outstanding
principal amount.

For an investment in equity instruments not held for trading
purposes, the Company may irrevocably designate it as
financial assets (equity instruments) measured at fair value
through other comprehensive Income at the initial recognition.
This designation is made on an investment-by-investment
basis and the relevant investment meets the definition of
equity instrument from the perspective of the issuer.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Financial Instruments (Continued)
(1) Classification of financial instruments (Continued)

All financial assets not classified as measured at amortised
cost and fair value through other comprehensive income as
described above are measured at fair value through current
profit or loss.

Financial liabilities, at initial recognition, are classified into
financial liabilities at fair value through current profit or loss
and financial liabilities measured at amortised cost.

BEE- gk B
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

3. EEETHEKERMGE ()

SRMIAEE)

Financial Instruments (Continued)

(2 M TENERKENER L

(2) Recognition basis and measurement method of

financial instruments
Financial assets measured at amortised cost

Financial assets measured at amortised cost, including bills
receivable, trade receivables, other receivables, long-term
receivables, and debt investments, are initially measured at
fair value plus relevant transaction costs. Trade receivables
that do not contain significant financing components and trade
receivables that the Company has decided not to consider for
a financing component of no more than one year are initially
measured at the contractual transaction price.

Interest calculated under the effective interest method during
the period of holding is included in current profit or loss.

When recovering or disposing, the difference between the
price obtained and the book value of the financial asset is
included in current profit or loss.

Financial assets (debt instruments) measured at fair
value through other comprehensive income

Financial assets (debt instruments) measured at fair value
through other comprehensive income, including financing
receivables and other debt investments, are initially measured
at fair value plus relevant transaction costs. These financial
assets are subsequently measured at fair value, with changes
in fair value are included in other comprehensive income
except for interest, impairment losses or gains and exchange
gains or losses calculated using the effective interest method.

On derecognition, the accumulated gain or loss previously
recognised in other comprehensive income is transferred out
from other comprehensive income and recognised in current
profit or loss.
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3. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)
Financial Instruments (Continued)

(2) Recognition basis and measurement method of

financial instruments (Continued)

Financial assets (equity instruments) measured at fair
value through other comprehensive income

Financial assets (equity instruments) measured by fair value
through other comprehensive income, including other equity
instruments, are initially measured at fair value plus relevant
transaction costs, and subsequently measured at fair value
through other comprehensive income. The dividends received
are included in current profit or loss.

When derecognised, the accumulated gain or loss previously
recognised in other comprehensive income is transferred from
other comprehensive income to retained earnings.

Financial assets at fair value through current profit or
loss

Financial assets measured at fair value through current profit
or loss, including held-for-trading financial assets, derivative
financial assets and other non-current financial assets, are
initially measured at fair value with relevant transaction costs
included in current profit or loss, Such financial assets are
subsequently measured at fair value through current profit or
loss.

Financial liabilities measured at fair value through
current profit or loss

Financial liabilities measured at fair value through current profit
or loss, including held-for-trading financial liabilities, derivative
financial liabilities, etc., are initially measured at fair value with
relevant transaction costs recognised in current profit or loss.
Such financial liabilities are subsequently measured at fair
value through current profit or loss.

On derecognition, the difference between the carrying amount
and the consideration paid is recognised in current profit or
loss.

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. EEEMBERE A (B)

ACCOUNTING ESTIMATES (Continued)

SRMIAEE)

Financial Instruments (Continued)

(2 BT ANERKBENTES % (&)

(2) Recognition basis and measurement method of

3

financial instruments (Continued)

Financial liabilities measured at amortised cost
Financial liabilities measured at amortised cost, including
short-term borrowings, bills payable, trade payable, other
payables, long-term borrowings, bonds payable and long-term

payables, are initially measured at fair value plus relevant
transaction costs.

Interest calculated under the effective interest method during
the period of holding is included in current profit or loss.

On derecognition, the difference between the consideration
paid and the carrying amount of the financial liability is

recognised in current profit or loss.

Derecognition of financial asset and financial
asset transfers

The Company derecognize a financial asset if it meets one of

(3)
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— the financial asset has been transferred, and substantially - SREECHY BEScsmEEMA

all the risks and rewards of ownership of the financial
asset have been transferred to the transferee;
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— the financial asset has been transferred, and the - SHMEECER HAXATRMEAHE
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but did not retain its control over the said financial assets. ERIES -

When transferring a financial asset, if the Company retains
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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For the six months ended 30 June 2023 & = 202346 430 H L+ /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

3. EEETHEKERMGE ()

$RMIAEE)

Financial Instruments (Continued)

(3) THEERIUBANEHEEEE (&)

(3) Derecognition of financial asset and financial

asset transfers (Continued)

When judging whether the transfer of a financial asset meets
the above criteria for derecognition, the substance-over-form
principle shall be applied.

The Company differentiates the transfer of a financial asset as
full transfer or partial transfer. If the full transfer of a financial
asset meets the criteria for derecognition, then the difference
between the following two included in current profit or loss:

(1) The book value of the financial asset transferred,;

(2) The sum of the consideration received from the transfer
and the total amount of the fair value changes that is
directly charged or credited to owners’ equity (if the asset
transferred is a financial asset (debt instruments) at fair
value through other comprehensive income).

When the partial transfer of a financial asset meets the criteria
for derecognition, the entire book value of the financial asset
transferred shall be allocated between the part derecognised
and the part to be recognised based on their respective fair
value, with the difference between the following two included
in current profit or loss:

(1) The book value of the part that is derecognised;

(2) The sum of the consideration attributable to the part
derecognised and the total amount of the fair value
changes that is directly charged or credited to owners’
equity and attributable to the part derecognised (if the
asset transferred is a financial asset (debt instruments) at
fair value through other comprehensive income).

If the transfer of a financial asset does not meet the criteria for
derecognition,
recognised and the consideration received is recognised as a
financial liability.

the financial asset shall continue to be
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)

Financial Instruments (Continued)

(4) Derecognition of financial liabilities

If all or part of the current obligations of a financial liability
have been discharged, the financial liability or part of it will be
derecognised; if the Company signs an agreement with the
creditor to replace the existing financial liability with new
financial liability of substantially different contractual terms, the
existing financial liability shall be derecognised while the new
financial liability shall be recognised.

If substantial changes are made to the contractual terms (in
whole or in part) of the existing financial liability, the existing
financial liability (or part of it) shall be derecognised, and the
financial liability after the modification of terms shall be
recognised as a new financial liability.

When a financial liability is derecognised in whole or in part,
the difference between the book value of the financial liability
derecognised and the consideration paid (including the non-
cash assets transferred out or the new financial liability
assumed) shall be included in current profit or loss.

If the Company repurchases part of a financial liability, the
book value of the entire financial liability is allocated between
the part that continues to be recognised and the part that is
derecognised on the repurchase date based on their
respective relative fair value. The difference between the book
value assigned to the part derecognised and the consideration
paid (including the non-cash assets transferred out or the new
financial liability assumed) shall be included in current profit or
loss.

SHANDONG FENGXIANG CO., LTD. LR B # KRB BR A 7

3. EEETHEKERMGE ()

SRMIAEE)

(4) TRE BRI ER

SHEBENERERE2 XA » 2 &©ERK
E’\J’E"Jmiﬁ@w&@mﬂﬁﬁiﬁ #Ho AR
NAEHERAZTCHE UREFRE
BEAAERAGsREE BEFfemaEa
BEeMAENERGKGREL LTREM - A
RIERATEREE YRASERFT R
afE-

HREFeRAGE(RIHLID) S R IERRIE

HEAEENRN  IRLERREFSRAE

(HE—F2) A ERIERENERE
f& e

mﬂéw

_ir
1,\6§m, /I IE%E%F#&

TRAEBEEMABO R LERE - KRIEHER
MEMAEREIEEESNEE(BREY
MERSEEIERENNSREE) 2EH
EZH8 G AEHRBRE-

ENYNETE=JE = ﬁE’J@gﬂEfﬁ £ m B H R
REBERD D BRIERLSNBH AR
BE S$ZeRAEEENREEEETY
foe DECAAR IEER I D WIREBERE
MEEB(EREBHNFRSEEIRENT
EREE) CHANER FAZHER -



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Financial Instruments (Continued)

(5

(6)

Determination of fair value of financial assets and
financial liabilities

As for financial instruments with an active market, their fair
values are determined by quoted prices in the active market.
As for financial instruments without an active market, their fair
values are determined by using valuation techniques. At the
time of valuation, the Company adopts valuation techniques
that are applicable in the current circumstances and sufficiently
supported by available data and other information, and selects
inputs that are consistent with the characteristics of the assets
or liabilities considered by the market participants in the
transactions of the relevant assets or liabilities, and prioritizes
the use of relevant observable inputs. Unobservable inputs are
used only if the relevant observable inputs are unavailable or
not reasonably available.

Test and accounting methods for impairment of
financial assets

The Company estimates financial assets measured at
amortised cost by way of single or combination, or the
expected credit losses of financial assets (debt instruments)
measured at fair value through other comprehensive income
and the financial guarantee contract, etc.

The probability-weighted amount of the difference in present
value between the contractual cash flow of receivable from
contracts and the cash flow expected to be received, weighted
with the risk of default, will be measured by taking into account
of reasonable and valid information on, among other things,
past events, current status and the forecast of future economic
conditions to recognize the expected credit losses.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)

Financial Instruments (Continued)

(6) Test and accounting methods for impairment of

financial assets (Continued)

If the credit risk of a financial instrument has increased
significantly since the initial recognition, the Company
measures the loss provisions according to the lifetime
expected credit loss of the financial instrument; if the credit
risk on a financial instrument has not increased significantly
since the initial recognition, the Company measures the loss
provisions at an amount equal to 12-month expected credit
losses of the financial instrument. The resulting increase in or
reversal of loss provision shall be included in current profit or
loss as impairment losses or gains.

In determining changes in the risk of default during the
expected lifetime of a financial instrument and assessing
whether the credit risk of a financial instrument has increased
significantly since initial recognition, the Company compares
the risk of default occurring on the financial instrument
assessed at the balance sheet date with that assessed at the
date of initial recognition. Usually, if it is overdue for more than
30 days, the Company will consider that the credit risk of the
financial instrument has increased significantly, unless there is
conclusive evidence to prove that the credit risk on a financial
instrument has not increased significantly since initial
recognition.

For a financial instrument with lower credit risk on the balance
sheet date, the Company assumes that its credit risk on a
financial instrument has not increased significantly since the
initial recognition.

If there is objective evidence that a financial asset has been
credit impaired, the Company shall make individual provision
for the impairment of the financial asset.

For trade receivables and contract asset formed by the
transactions regulated in the Accounting Standards for
Business Enterprises No.14 — Revenue (2017) whether
contain significant financing components or otherwise, the
Company always measures the loss provision at the lifetime
expected credit loss.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Financial Instruments (Continued)

(6)

Test and accounting methods for impairment of
financial assets (Continued)

For lease receivables, the Company chooses to always
measure the loss provisions at an amount equal to the lifetime
expected credit loss.

Where the Company no longer reasonably expects contractual
cash flows of a financial asset to be fully or partially
recoverable, the book balance of the financial asset is directly
written down.

Inventories

(1)

(2)

Classification for inventories and cost

Inventories are classified into materials in transit, raw
materials, turnover materials, finished goods, work in process,
goods in transit, consumptive biological assets, etc.

Inventories are initially measured at cost, which includes the
purchase cost, production cost, and other expenses incurred
to bring the inventories to their present location and condition.

Consumptive biological assets

The consumptive biological assets refer to broilers, chicks and
hatchable eggs held by the Company. Consumptive biological
assets are measured at fair value less sales costs at the end
of the year. Any gain or loss arising from changes in fair value
less sales costs is included in current profit or loss for the
period in which the gain or loss arises.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Inventories (Continued)

(3) Valuation of other inventories

(1)

(2)

Costs of other inventories

Other inventories are initially measured at cost, which
comprises purchase costs, processing costs and other
expenses incurred in bringing the inventories to their
current location and condition.

Measurement for inventories delivered

The standard cost method is adopted for inventories on a
normal basis. The difference between actual cost and
standard cost at the end of the period is included in the
current profit or loss or carried forward to the cost of the
corresponding asset. When the actual cost of inventories
fluctuates significantly from the standard cost each
quarter, the Company will revise the relevant standard
cost.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
] BA 4 & B 5 R 3k M R

For the six months ended 30 June 2023 & = 202346 430 H L+ /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. EEEMBERE A (B)

ACCOUNTING ESTIMATES (Continued)

Inventories (Continued) wE (&)

(3) B EERAHER % (&)

(3) Valuation of other inventories (Continued)

(3) TR 57 & Al & 5 F (64 EFE

(3) Basis for the determination of net realisable value of

different type of inventories

On the balance sheet date, inventories are stated at the
lower of cost and net realisable value. When the cost of
inventories was higher than their net realisable value, the
provision decline in value of inventories shall be made.
Net realisable value is the estimated selling price of the
inventories in the ordinary course of business deducting
the estimated costs upon completion, the estimated
selling expenses and the related taxes.

Net realisable value of held-for-sale commodity stocks,
such as goods in stock, and held-for-sale raw materials,
during the normal course of production and operation,
shall be determined by their estimated selling prices less
related selling costs and taxes; the net realisable value of
inventory materials, which need to be processed, during
the normal course of production and operation, shall be
determined by the amount after deducting the estimated
cost of completion, estimated selling costs and relevant
taxes from the estimated selling price of finished goods;
the net realisable value of inventories held for execution
of sales contracts or labor contracts shall be calculated on
the ground of the contracted price. If an enterprise holds
more inventories than the quantity stipulated in the sales
contract, the net realisable value of the excess part shall
be calculated on the ground of general selling price.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BEES- 1 E g

For the six months ended 30 June 2023 &; = 202346 A30H Lt /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Inventories (Continued)
(3) Valuation of other inventories (Continued)

(3) Basis for the determination of net realisable value of
different type of inventories (Continued)

After the provision decline in value of inventories, if the
factors resulting in the previously recorded inventory
impairment disappeared, as a result of which the net
realisable value of the inventories became higher than its
book value, it would be written back to the extent of the
original provision decline in value of inventories made,
and such written-back amounts would be charged to the
current profit or loss.

(4) Inventory system
The perpetual inventory system is adopted.

(5) Amortisation of low-value consumables and
packaging materials

(1) Low-value consumables are mortised using the immediate
write-off method;

(2) Packaging materials are mortised using the immediate
write-off method.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Contract assets

(1)

(2)

Recognition and standard of contract assets

The Company presents contract assets or contract liabilities in
the balance sheet based on the relationship between
performance obligations and customer payments. The
consideration that the Company has the right (and this right
depends on factors other than passage of time) to receive for
goods transferred to customers is listed as contract assets.
Contract assets and contract liabilities under the same contract
shall be shown on a net basis. The right of the Company to
charge the customer unconditionally (only depends on the
passage of time) is listed as a receivable individually.

Method of determination of expected credit loss
of contract assets and accounting treatment
methods

For the method of determination of expected credit loss of
contract assets and accounting treatment methods, please
refer to the Note “Test and accounting methods for impairment
of financial assets”.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)

Long-term equity investments

(1) Joint control or significant influence criterion

Joint control is the contractually agreed sharing of control of
an arrangement, and exists only when decisions about the
relevant activities of the arrangement require the unanimous
consent of the parties sharing control. If the Company together
with the other joint venture parties can jointly control over the
investee and are entitled to the right of the net assets of the

investee, the investee is a joint venture of the Company.

Significant influence refers to the power to participate in
making decisions on the financial and operating policies of the
investee, but not the power to control, or jointly control, the
formulation of such policies with other parties. Where the
Company can exercise significant influence over an investee,

the investee is an associate of the Company.
(2) Determination of initial investment cost

Long-term equity investments acquired through
business combination

For a long-term equity investment in subsidiaries resulting
from a business combination involving entities under common
control, the initial investment cost of long-term equity
investments are its share of the book value of the owner’s
equity of the acquiree in the consolidated financial statements
of the ultimate controlling party on the date of combination.
The difference between initial investment cost of long-term
equity investment and the carrying value of paid consideration
is to adjust share premium in the capital reserve. If the balance
of share premium in the capital reserve is insufficient, any
excess is adjusted to retained earnings. In connection with
imposing control over the investee under joint control as a
result of additional investment and other reasons, the
difference between initial investment cost of long-term equity
investment according to the aforesaid principle, and the sum
of the carrying value of long-term equity investment before
combination and the carrying value of newly paid consideration
for additional shares acquired on the date of combination is to
adjust share premium. If the balance of share premium is

insufficient, any excess is adjusted to retained earnings.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Long-term equity investments (Continued)

(2)

(3

Determination of initial investment cost (Continued)

Long-term equity investments acquired through
business combination (Continued)

For a long-term equity investment in subsidiaries resulting
from a business combination involving entities not under
common control, the cost of the combination determined on
the date of acquisition shall be taken as the initial investment
cost of the long-term equity investment. In connection with
imposing control over the investee not under joint control as a
result of additional investment and other reasons, the initial
investment cost shall be the sum of the carrying value of the
equity investment originally held and the newly increased
investment cost.

Long-term equity investments acquired by other means
other than business combination

The initial investment cost of a long-term equity investment
obtained by the Company by cash payment shall be the
purchase cost which is actually paid.

The initial investment cost of a long-term equity investment
obtained by the Company by means of issuance of equity
securities shall be the fair value of the equity securities issued.

Subsequent measurement and recognition of
profit or loss

Long-term equity investment accounted for by cost
method

Long-term equity investments in subsidiaries are accounted
for using cost method unless the investments meet the
conditions of held-for-sale. Except for the actual consideration
paid for the acquisition of investment or the declared but not
yet distributed cash dividends or profits which are included in
the consideration, investment gains is recognised as the
Company’ share of the cash dividends or profits declared by
the investee.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)

Long-term equity investments (Continued)

(3) Subsequent measurement and recognition of

profit or loss (Continued)

Long-term equity investment accounted for by equity
method

Long-term equity investments in associates and joint ventures
are accounted for using equity method. Where the initial
investment cost of a long-term equity investment exceeds the
Company’s share of the fair value of the investee’s identifiable
net assets, no adjustment shall be made to the initial
investment cost; where the initial investment cost is less than
the Company’s share of the fair value of the investee’s
identifiable net assets, the difference shall be charged to
current profit or loss and the cost for long-term equity
investment shall be adjusted.

The Company recognises the investment income and other
comprehensive income according to its shares of net profit or
loss and other comprehensive income realised by the investee
respectively, and simultaneously makes adjustment to the
carrying value of long-term equity investments. The carrying
value of long-term equity investment shall be reduced by
attributable share of the profit or cash dividends for distribution
declared by the investee. In relation to other changes of
owner’s equity (“Other Changes of Owner’s Equity”) except
for net profits and losses, other comprehensive income and
profit distribution of the investee, the carrying value of long-
term equity investment shall be adjusted and included in
owner’s equity.

The Company’s share of net profit or loss, other
comprehensive income and Other Changes of Owner’s Equity
of an investee is determined based on the fair value of
identifiable assets of the investee at the time when the
investment is obtained, and according to the accounting
policies and accounting period of the Company, recognition
shall be made to the net profit of the investee and other
comprehensive income after the adjustment.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEE- gk B

For the six months ended 30 June 2023 &; = 202346 A30H 1t 7~ & A

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. EEEMBERE A (B)

ACCOUNTING ESTIMATES (Continued)

Long-term equity investments (Continued) RERERE(B)

(3) Subsequent measurement and recognition of (3) BEFEREB=ERL L (HE)
profit or loss (Continued)

Long-term equity investment accounted for by equity WBm ZZENRARERE (B)

method (Continued)
The unrealised profit or loss resulting from transactions ARHEHBENE GECECHELENRE
between the Company and its associates or joint venture shall BARZRSGERZBEZBENLIGESS

be eliminated in, based on which investment income or loss
shall be recognised. Any losses resulting from transactions
with the investee, which are attributable to impairment of
assets, shall be fully recognised, except for the disposal of

RRRMED - FTURIEHE  FIER R
KREWRzZ BRHEHILENEEBREBH
Broh B EBMUELENARERANER S
BR BREEREBRIN 2FEER -

assets that consist of operations.

poy

NRAMEZERBECEELNFER

The Company discontinues recognising its share of net losses

of the investee after the carrying amount of the long-term REBBEAEENEARBIN URBRER
equity investment and any long-term interest that is in EMREHBENLREMES FEXEa2 0

EABLELEFRENRARGERALET

RR-AELEIBELEUNRERFNE

B ARERED ZRBAEARERNEED
R

ERER MEERK

substance forms part of the Company’s net investment in the
associate or the joint venture is reduced to zero, except to the
extent that the Company has an obligation to assume
additional losses. Where net profits are subsequently made by
the associate or joint venture, the Company resumes
recognising its share of those profits only after its share of the
profits equals the share of losses not recognised.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Fixed assets

(1)

(2)

Recognition and initial measurement of fixed
assets

Fixed assets are tangible assets that are held for use in
production or supply of goods or services, for rental to others,
or for operational purposes, and have a useful life of more
than one accounting year. Fixed asset is recognised when it
meets the following conditions:

(1) it is probable that the economic benefits associated with
the fixed asset will flow to the enterprise;

(2) its cost can be reliably measured.

Fixed assets are initially measured at cost (and taking into
account the effect of estimated costs of disposal).

For subsequent expenses related to fixed assets, if the related
economic benefits are likely to flow into the enterprise and its
cost could be reliably measured, such expenses are included
in the cost of the fixed asset; and the carrying amount of the
replaced part will be derecognised. All other subsequent
expenses are included in current profit or loss upon
occurrence.

Methods for depreciation

Fixed assets are depreciated by categories using the straight-
line method, and the depreciation rates are determined by
categories based upon their estimated useful lives and their
estimated net residual values. For fixed assets that have made
provision for the impairment, the amount of depreciation of it is
determined by carrying value after deducting the provision for
the impairment based on useful life during the future period.
Where different components of a fixed asset have different
useful lives or generate economic benefits for the enterprise in
different ways, different depreciation rates or depreciation
methods shall apply, and each component is depreciated
separately.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Fixed assets (Continued)
(2) Methods for depreciation (Continued)

The depreciation methods, useful life of depreciation, residual

BEE- gk B

For the six months ended 30 June 2023 &; = 202346 A30H 1t 7~ & A

3. EEETHEKERMGE ()

EE&EE)
(2) IEL L (&)

EREETEENERE TEFR BEX

value rate and annual depreciation rate of each category of MEFEERWT :
fixed assets are as follows:
Residual Annual

Useful life value depreciation
Category Depreciation method (Years) rate (%) rate (%)
B H TR *E TEER(F) RE R (%) FIEE(%)
House and buildings Straight-line method 20-40 5 2.38-4.75
BB NGEEY T ERE
Machine and equipment Straight-line method 4-15 5 6.33-23.75
MR RR FIFRIE
Vehicle Straight-line method 5-8 5 11.88-19.00
B RE I ERE
Electronic equipment Straight-line method 5-8 5 11.88-19.00

FHERE
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Fixed assets (Continued)
(3) Disposal of fixed assets

A fixed asset is derecognised on disposal or when no future
economic benefits are expected from using or disposal. The
amount of proceeds on sale, transfer, retirement or damage of
a fixed asset net of its carrying amount and related taxes and
expenses is recognised in current profit or loss.

Construction in progress

Construction in progress is measured at actual cost. Actual cost
comprises construction costs, installation costs, borrowing costs
that are eligible for capitalisation and other costs necessary to
bring the construction in progress ready for their intended use.
Construction in progress is transferred to fixed assets when the
assets are ready for their intended use, and depreciation begins
from the following month.

Borrowing costs

(1) Criteria for recognition of capitalised borrowing
costs

The Company’s borrowing costs that are directly attributable
to the acquisition, construction or production of a qualifying
asset are capitalised into the cost of relevant assets. Other
borrowing costs are recognised as expenses in profit or loss in
the period in which they are incurred.

Qualifying assets include fixed assets, investment property
and inventories that necessarily take a substantial period of
time for acquisition, construction or production to get ready for
their intended use or sale.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Borrowing costs (Continued)

(2)

(3

Capitalisation period of borrowing costs

The capitalisation period refers to the period beginning from
the commencement of capitalising borrowing costs to the date
of ceasing capitalisation, excluding the period of suspension of
capitalisation.

Capitalisation of borrowing costs begins when the following
conditions are fully satisfied:

(1) expenditures for the assets (including cash paid, non-
currency assets transferred or interest-bearing liabilities
assumed for the acquisition, construction or production of
qualifying assets) have been incurred;

borrowing costs have been incurred;

acquisition, construction or production that are necessary
to enable the asset get ready for their intended use or
sale have commenced.

Capitalisation of borrowing costs shall cease when the
qualifying asset under acquisition, construction or production
gets ready for intended use or sale.

Suspension of capitalisation period

Capitalisation of borrowing costs shall be suspended during
periods in which the acquisition, construction or production of
a qualifying asset is interrupted abnormally, and the
interruption is for a continuous period of more than 3 months;
if the interruption is a necessary step for making the qualifying
asset under acquisition, construction or production ready for
the intended use or sale, the capitalisation of the borrowing
costs shall continue. The borrowing costs incurred during such
period of interruption shall be recognised in current profit or
loss. When the acquisition, construction or production of the
asset resumes, the capitalisation of borrowing costs continues.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. EEEMBERE A (B)

ACCOUNTING ESTIMATES (Continued)

Borrowing costs (Continued) BEREH(E)

(4) EXEAEXILE BXLLHNTE

(4) Capitalisation rate and calculation of

capitalisation amount of borrowing costs

As to specific borrowings for the acquisition, construction or
production of qualifying assets, borrowing costs from the
specific borrowings actually incurred in the current period
minus the interest income earned on the unused borrowing
loans as a deposit in the bank or the investment income
earned from temporary investment will be used to determine
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the amount of borrowing costs for capitalisation.

HRRBREIXEBLETRENMGHNEE
mEREN—RER RERABEIHBB
FEPIERE D B B S AR T 19 BOR BAFT
HR—RERNERCE  FEBEE - RE
PETEAMMERERSHE - ERLXIR
BREXMEFOERMN KRG TEE

As to general borrowings for the acquisition, construction or
production of qualifying assets, the to-be-capitalised amount
of borrowing costs on the general borrowing shall be
calculated and determined by multiplying the weighted
average asset disbursement of the part of the accumulative
asset disbursements minus the specific borrowings and the
capitalisation rate of the said general borrowings. The
capitalisation rate shall be calculated and determined
according to the weighted average actual interest rate of
general borrowings.
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During the capitalisation period, exchange differences related
to the principal and interest on a specific-purpose borrowing
denominated in foreign currency are capitalised as part of the
cost of the qualifying asset. The exchange differences related
to the principal and interest on foreign currency borrowings
other than a specific-purpose borrowing denominated in
foreign currency are included in the current profits and losses
when incurred.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Biological assets

1.

Classification and costs for biological assets

The Company’s biological assets are classified as
consumptive biological assets and productive biological
assets, including broilers, chicks, hatchable eggs and
breeders. Productive biological assets are classified into
immature productive biological assets and mature productive
biological assets according to different stages. The two stages
refer the breeding and production stage and egg production
stage, respectively.

Productive biological assets are measured at fair value less
sales costs at initial recognition and the end of each reporting
period. Any gain or loss arising from changes in fair value less
sales costs is included in current profit or loss for the period in
which the gain or loss arises.

Breeding costs and other related costs (such as labour costs,
depreciation and amortisation expenses and public expenses)
are capitalised at the breeding and production stage until
normal and stable egg production.

Inventory system of productive biological assets
The Company takes inventory of parent breeder chicks by

batch once every six months or at the time of culling. The
perpetual inventory system is adopted.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Intangible assets

(1) Measurement of intangible assets

3. EEETHEKERMGE ()

BILEE

(1) BEEERERE

(1) Intangible assets are initially measured at cost upon (1)
acquisition by the Company
The costs of an externally purchased intangible asset
include the purchase price, relevant tax expenses, and
other expenditures directly attributable to bringing the
asset ready for its intended use.
(2) Subsequent measurement 2)

The Company shall analyse and judge the useful life of
intangible assets upon acquisition.

As for intangible assets with a finite useful life, they are
amortised over the term in which economic benefits are
brought to the firm; If the term in which economic benefits
are brought to the firm by an intangible asset cannot be
estimated, the intangible asset shall be taken as an
intangible asset with indefinite useful life, and shall not be
amortised.

(2) Estimate of useful life for the intangible assets
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with finite useful life 1R
Estimated Residual

Items Useful Years Amortisation method value rate Basis
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Land use rights 25-50 Straight-line method 0 Terms for bringing economic benefits to
the Company

b {5 A A FRFE RN A A RS 25 1 2R PR

Computer software 10  Straight-line method 0 Terms for bringing economic benefits to
the Company

B E FRFEE AN B RSB N 55 6 B IR

Patents 20  Straight-line method 0 Terms for bringing economic benefits to
the Company
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Intangible assets (Continued)

3

(4)

Specific criteria for the division of research
phase and development phase

The expenses for internal research and development projects
of the Company are divided into expenses in the research
phase and expenses in the development phase.

Research phase: a phase in which innovative and scheduled
investigations and research activities are conducted to obtain
and understand new scientific or technological knowledge.

Development phase: a phase in which the research outcomes
or other knowledge are applied for a plan or a design prior to
the commercial production or use in order to produce new or
substantially improved materials, devices, products, etc.

Specific conditions for capitalisation of
expenditure incurred in development phase

Expenditures incurred in the research stage are recognised in
profit or loss for the period. Expenditures incurred in the
development stage are recognised as intangible assets only
when all of the following conditions are satisfied, and the
expenditures in the development stage that does not meet all
of the following conditions are recognised in profit or loss for
the period:

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

(2) the intention to complete the intangible asset for use or for
sale;

(3) the ways in which the intangible asset generate economic
benefits, including there is evidence that the products
produced using the intangible asset has a market or the
intangible asset itself has a market, or if the intangible
asset is for internal use, there is evidence that proves its
usefulness;
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. EEEMBERE A (B)

ACCOUNTING ESTIMATES (Continued)
Intangible assets (Continued)

(4) Specific conditions for capitalisation of
expenditure incurred in development phase
(Continued)

(4) the availability of adequate technical, financial and other
resources to complete the development of the intangible
asset and the ability to use or sell the intangible asset;

(5) the expenditures attributable to the development phase of
the intangible asset could be reliably measured.

If the expenditures cannot be distinguished between the
research phase and development phase, all of which should
be included in the current profit or loss.

Impairment of long-term assets

Long-term equity investments, investment properties measured
using the cost model, fixed assets, construction in progress, right-
of-use assets, use of intangible assets with a finite useful life and
other long-term assets are tested for impairment if there is any
indication that such assets may be impaired at the balance sheet
date. If the result of the impairment test indicates that the
recoverable amount of the asset is less than its carrying amount, a
provision for impairment and an impairment loss are recognised for
the amount by which the asset’s carrying amount exceeds its
recoverable amount. The recoverable amount is the higher of an
asset’s fair value less costs to sell and the present value of the
future cash flows expected to be derived from the asset. Provision
for asset impairment is determined and recognised on the
individual asset basis. If it is not possible to estimate the
recoverable amount of an individual asset, the recoverable amount
of a group of assets to which the asset belongs is determined. A
group of assets is the smallest group of assets that is able to
generate independent cash inflows.

Goodwill formed by business merger, intangible assets with
indefinite useful lives and intangible assets that are not yet ready
for use are tested for impairment at least at the end of each year
regardless of whether there is any sign of impairment.
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SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Impairment of long-term assets (Continued)

When the Company performs impairment test on goodwill, the
Company shall, as of the purchase day, allocate on a reasonable
basis the carrying value of the goodwill formed by merger of
enterprises to the relevant asset groups, or if there is a difficulty in
allocation, to allocate it to the set of relevant asset groups. The
related asset groups or the set of asset groups refers to these ones
that can benefit from the synergies of a business combination.

For the purpose of impairment test on the relevant asset groups or
the set of asset groups containing goodwill, if any evidence shows
that the impairment of asset groups or set of asset groups related
to goodwill is possible, an impairment test will be made firstly on
the asset groups or set of asset groups not containing goodwill,
thus calculating the recoverable amount and comparing it with the
relevant carrying value so as to recognize the corresponding
impairment loss. Then, the Company will conduct impairment tests
on the asset groups or set of asset groups that includes goodwill
and compare its carrying value against its recoverable amount. If
the recoverable amount is lower than its carrying value, the amount
of impairment loss is first offset against the carrying value of the
goodwill allocated to the asset groups or set of asset groups, then,
based on the proportion of the carrying value of other assets in the
asset groups or set of asset groups other than goodwill, offset
against the carrying value of other assets proportionally.

Once the above asset impairment loss is recognised, it will not be
reversed in subsequent accounting periods.

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Long-term deferred expenses

Long-term deferred expenses are expenses which have occurred
but will benefit over 1 year and shall be amortised over the current
period and subsequent periods.

Contract liabilities

The Company has presented contract assets or contract liabilities
in the balance sheet based on the connection between the
fulfilment of performance obligations and payment of the
customers. A contract liability represents the obligation to transfer
goods or services to a customer for which the Company has
received a consideration or an amount of consideration that is due
from the customer. A contract asset and a contract liability relating
to the same contract are accounted for and presented on a net
basis.

Employee benefits

(1) Accounting treatment method of short-term
benefits

In the accounting period in which employees provide service
for the Company, short-term benefits actually incurred are
recognised as liabilities and charged to current profit or loss or
cost of relevant assets.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Employee benefits (Continued)

(1)

(2)

Accounting treatment method of short-term
benefits (Continued)

With regard to the social insurance and housing provident
funds contributed and labour union expenses and employee
education expenses paid for employees as required by
regulations, the Company should calculate and recognize the
corresponding employee benefits payables according to the
appropriation basis and proportion as stipulated by relevant
requirements in the accounting period in which employees
provide service.

At the time of actual occurrence, the Company’s employee
benefits are recorded in the current profit or loss or costs of
relevant assets as incurred. Among which, the non-currency
welfare expenses are measured at fair value.

Accounting for post-employment benefits
Defined contribution scheme

The Company will pay basic pension insurance and
unemployment Insurance for the staff in accordance with the
relevant provisions of the local government. During the
accounting period when the staff provides service, the
Company will calculate the amount payable in accordance
with the local stipulated basis and proportions which will be
recognised as liabilities, and the liabilities would be charged
into current profit or loss or costs of relevant assets.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)

Employee benefits (Continued)

(2) Accounting for post-employment benefits

(Continued)
Defined benefit scheme

In respect of the defined benefit scheme, the Company shall
attribute the welfare obligations under the defined benefit
scheme in accordance with the estimated accrued benefit
method to the service period of relevant employee, and record
the obligation in profit or loss for the current period or costs of
related assets.

The deficit or surplus generated from the present value of
obligations of the defined benefit scheme minus the fair value
of the assets of defined benefit scheme is recognised as net
liabilities or net assets of a defined benefit scheme. When the
defined benefit scheme has surplus, the Company will
measure the net assets of the defined benefit scheme at the
lower of the surplus of defined benefit scheme and the upper
limit of the assets.

All defined benefit scheme obligations, including the expected
duty of payment within 12 months after the end of annual
reporting period during which the staff provided service, are
discounted based on the market yield of government bonds
matching the term and currency of defined benefit scheme
obligations or corporate bonds of high quality in the active
market on the balance sheet date.

The service cost incurred by the defined benefit scheme and
the net interest of the net liabilities or net assets of the defined
benefit scheme would be charged to current profit or loss or
relevant costs of assets. The changes arising from the
remeasurement of the net liabilities or net assets of the
defined benefit scheme would be included in other
comprehensive income and are not reversed to profit or loss in
a subsequent accounting period; when the previously defined
benefit scheme is terminated, such amount previously included
in other comprehensive income shall be transferred to
undistributed profit.

When the defined benefit scheme is settled, the gain or loss is
recognised based on the difference between the present value
of obligations under the defined benefit scheme and the
settlement price at the balance sheet date.
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3. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)
Employee benefits (Continued)
(3) Accounting treatment of termination benefits

When the Company provides employees with termination
benefits, the staff remuneration liabilities arising from
termination benefits are recognised and recorded in current
profit or loss whichever of the following is earlier: when the
Company cannot unilaterally revoke such termination benefits
provided due to dissolution of labour relationship plan or layoff
proposal;
expenses associated with the restructuring involving the
payment of termination benefits.

when the Company recognizes such cost or

Estimated liabilities

The Company shall recognize it as the estimated liability, when all
of the following conditions related to contingencies are satisfied:

(1) such obligation is the present obligation of the Company;

(2) the performance of such obligation is likely to lead to an
outflow of economic benefits of the Company;

(3) the amount of such obligation can be reliably measured.

The estimated liabilities are initially measured at the best estimate
of expenditure required for the performance of relevant present
obligations.

The Company shall take into consideration the risks, uncertainties,
time value of money and other factors relating to the contingencies
in determining the best estimate. If the time value of money is
significant, the best estimates shall be determined after discount of
relevant future cash outflows.
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SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Estimated liabilities (Continued)

If there is a successive range of the required expenditure, and the
likelihood of occurrence of various results within the range is the
same, the best estimate is determined by the intermediate value.
In other cases, the best estimate are handled as follows:

— Where the contingency is related to individual item, the best
estimate should be determined as the most likely amount.

— Where the contingency is related to a number of items, the
best estimate should be calculated and determined according
to the various possible results and the relevant probabilities.

When all or part of the expenditures necessary for the settlement
of an estimated liability is expected to be compensated by a third
party, the compensation should be separately recognised as an
asset only when it is virtually certain that the compensation will be
received. The amount recognised for the compensation should not
exceed the carrying amount of estimated liabilities.

The Company reviews the carrying amount of estimated liabilities
on balance sheet date. If there is clear evidence that the carrying
amount does not reflect the current best estimate, the carrying
amount is adjusted to the best estimate.

Share-based payments

The share-based payments of the Company are transactions that
grant equity instruments or assume equity-instrument based
liabilities for receiving services rendered by employees or other
parties. The share-based payments of the Company include equity-
settled share-based payments and cash-settled share-based
payments.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
] BA 4 & B 5 R 3k M R

For the six months ended 30 June 2023 & = 202346 430 H L+ /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

3. EEETHEKERMGE ()

Share-based payments (Continued) B 17 2 43 (48)

(1) Equity-settled share-based payments and equity (1) ABBZENROGZIREZT A

instruments

Equity-settled share-based payments made in exchange for
services rendered by employees are measured at the fair
value of equity instruments granted to employees. If the equity
instruments granted to employees vest immediately, the fair
value of the equity instruments granted is, on grant date,
recognised as relevant cost or expenses with a corresponding
increase in capital reserve. If the equity instruments granted to
employees do not vest until the completion of services for a
vesting period, or until the achievement of a specified
performance condition, the Company, at each balance sheet
date during the vesting period, makes the best estimation
according to the number of equity instruments expected to
vest. The Company recognises the services received for the
current period as related costs or expenses, with a
corresponding increase in capital reserve, at an amount equal
to the fair value of the equity instruments at the grant date.

If the terms of the equity-settled share-based payment are
amended, the Company shall recognize the services received
at least based on the situation before the amendment was
made. In addition, any amendment resulting in the increase of
the fair value of the equity instrument granted or changes that
are beneficial to the staff on the amendment date, will be
recognised as an increase in the service received.

During the vesting period, where the granted equity instrument
is cancelled, the Company shall accelerate the exercise of
rights thereunder, recognizing the outstanding amount for the
remainder of the vesting period in current profit or loss, while
if new equity
instruments are vested and they are verified at the vesting

recognizing capital reserve. However,

date of new equity instrument as alternatives vested to
cancelled equity instruments, the treatment on the new equity
instrument is in conformity with the modified treatment on
disposal of equity instrument with the same terms and
conditions.
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3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

3. EEETHEKERMGE ()

Share-based payments (Continued) IR 13 32 43 (48)

(2) Cash-settled share-based payments and equity (2 URELHEHWROGZIREZT A

instrument

A cash-settled share-based payment shall be measured in
accordance with the fair value of liability calculated and
confirmed based on the shares or other equity instruments
undertaken by the Company. If the equity instruments granted
to employees vest immediately, the fair value of the liability
undertaken by the Company shall, on the date of the grant, be
included in the relevant costs or expenses, and the liabilities
shall be increased accordingly. If the equity instruments
granted to employees do not vest until the completion of
services for a vesting period, or until the specified performance
conditions are met, at each balance sheet date during the
vesting period, the services obtained in the current period
shall, based on the best estimate of the information about the
exercisable right, be included in the relevant costs or expenses
and the corresponding liabilities at the fair value of the liability
undertaken by the Company. For each of the balance sheet
date and settlement date before the settlement of the relevant
liabilities, fair value of the liabilities will be remeasured and the
changes will be included in the profit or loss for the current
period.

Revenue

(1) Accounting policies for revenue recognition and

measurement

The Company recognizes revenue when the performance
obligation in a contract is fulfilled, namely the customer obtains
control of relevant goods or services. Control of a good or
service refers to the ability to direct the use of the good or
service, and obtain substantially all of the benefits from the
goods or services.

If a contract contains two or more performance obligations, at
the commencement of the contract, the Company allocates
the transaction price into each individual performance
obligation according to the relative proportion of each
individual selling price of goods or services committed by
individual performance obligation, and measures the revenue
according to the transaction price allocated to each individual
performance obligation.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
] BA 4 & B 5 R 3k M R

For the six months ended 30 June 2023 & = 202346 430 H L+ /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

3. EEETHEKERMGE ()

Revenue (Continued) WA (&)

(1) Accounting policies for revenue recognition and & B E ()

(1) WA BA 3 B IR

measurement (Continued)

The transaction price is the amount of consideration to which
the Company expects to be entitled in exchange for
transferring promised goods or services to a customer,
excluding amounts collected on behalf of third parties and
those expected to be refunded to the customer. The Company
considers the terms of the contract and its customary business
practices to determine the transaction price. When determining
the transaction price, the Company considers the effects of
variable consideration, the existence of a significant financing
component in the contract, non-cash consideration and
consideration payable to a customer. The Company
determines the transaction price that includes variable
considerations based on the amount not exceeding the
revenue accumulatively recognised which is not likely to be
significantly reversed when the relevant uncertainty
disappears. Where there are significant financing elements in
the contract, the Company recognises the transaction price at
an amount that reflects the price that a customer would have
paid for the promised goods or services if the customer had
paid cash for those goods or services when (or as) they
transfer to the customer. The difference between the
transaction price and the amount of contract consideration is
amortised using an effective interest method over the contract
term.

When one of the following conditions is satisfied, the Company
is considered to have fulfilled an obligation within a certain
period of time. Otherwise, the Company is considered to have
fulfilled an obligation at a certain point in time:

— At the same time when the Company fulfills the obligation,
the customer immediately obtains and consumes the
economic benefits brought about by the Company’s
performance.

The customers can control the goods under construction
in the course of the Company’s performance.

RHERBEARBRERE P EEDm R
BMEHAERUBRNHESSE  TEERS
SHTWBHNREALERASEREGRERPH
KB ARBRBEARGER  BaEREDN
BREMZEIRERZER LEBEXHER
B ZEAEHE ARPHFENEARE
Ko FREHE BNEPHESEERED
F & o NDAI AT IR E B i E OB B
RERFOHEIWABAITEIGHLERED
MEBEETESNEHENRZER AR
FEEEARERDH  ARARBRESR
FERSEMIBGESNZER RSN
MENTZEREXZER LEARBEA
REERMNZEZHEZRZEREERYE
ZHEER-

mETIGESFz—8 BREX-KBRAE
TEAOED SR - BREX -KHETE
HWED

B P AR DR B R B RS 30K 72
AR BB K P R AR &R o

WL /A

MG ARRBAOBIEPERD

o

5P
7 A

pu}

Interim Report 2023 # Hi § &



NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. EEEMBERE A (B)

ACCOUNTING ESTIMATES (Continued)
Revenue (Continued) WA (&)

(1) WABRZRHTBIRALHE T EE (&)

(1) Accounting policies for revenue recognition and

measurement (Continued)

— Goods produced in the course of the Company’s
performance are irreplaceable. In addition, during the
entire contract period, the Company has the right to
collect the payments for the cumulatively completed parts
of performance.

Where fulfillment of a performance obligation takes place over
a certain period of time, revenue should be recognised as
performance takes place, excluding the stage of performance
cannot be reasonably determined. The Company considers
the nature of the goods or services and adopts the output
method or the input method to determine the fulfillment
progress of the performance. When the fulfillment progress of
the performance cannot be determined reasonably, but is
expected to recover the costs incurred, the Company should
recognize revenue only to the extent of the cost until a reliable
measure of fulfilment progress can be made.

For a performance obligation satisfied at a point in time, the
Company shall recognize revenue when the customer obtains
control of relevant goods or services. In judging whether
customers obtain control of promised goods or services, the
Company considers the following indications:

— The Company enjoys the right to collect cash on the
goods or services, that is, the customer has the obligation
to pay for the goods or services at the present time.

— The Company has transferred the legal ownership of the
commodity to the customer, that is, the customer has the
legal ownership of the commodity.

— The Company has transferred the goods in kind to the
customers, that is, the customers have actually taken
possession of the goods.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Revenue (Continued)

(1) Accounting policies for revenue recognition and
measurement (Continued)

The Company has transferred the main risks and rewards
in the ownership of the commodity to its customers, that
is, the customers have acquired the main risks and
rewards in the ownership of the commodity.

The customer has accepted the goods or services.

(2) Specific Principles

(1) The specific method of determining the Company’s

revenue recognition criteria and the time of
recognition of revenue from the sale of goods

The Company’s sales model is divided into direct sales to
domestic customers and direct sales to foreign customers.
The Company’s revenue from domestic sales of goods is
recognised when the goods are delivered and accepted
by the counterparty. The Company’s revenue from
external sales of goods is recognised when the goods
have been declared at customs and the charter party bills
of lading has been obtained.

(2) Analysis and introduction of the corresponding

business characteristics of the Company’s revenue
from sales of goods

Shandong Fengxiang Industrial Co., Ltd. and Shandong
Fengxiang Food Development Co., Ltd. are the main
subsidiaries of the Company’s external sales. Shandong
Fengxiang Industrial Co., Ltd. focuses on the raw chicken
cutting products and Shandong Fengxiang Food
Development Co., Ltd. focuses on processed and cooked
chicken products. The external sales customers are
domestic advanced payment customers, credit customers
and export customers, respectively. The Company grants
credit to different customers and enters into credit
contracts with customers with better reputation. The
remaining customers are generally advanced payment
customers.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Contract costs

Contract costs comprise contract performance costs and contract
acquisition costs.

The costs incurred by the Company for the performance of the
contract which does not fall under the scope of the standards
relating to inventories, fixed assets and intangible assets are
recognised as an asset as contract performance costs when the
following conditions are met:

— This cost is directly related to a current or expected contract.

— This cost increases the resources of the Company to fulfill its
performance obligations in the future.

— The cost is expected to be recovered.

If the incremental cost incurred by the Company in obtaining the
contract can be expected to be recovered, the contract acquisition
cost shall be recognised as an asset.

Assets related to the cost of the contract are amortised on the
same basis as the revenue recognition of the goods or services
related to the asset; however, if the amortisation period of the
contract acquisition cost is less than one year, the Company will
include it into the current profit or loss when it incurs.
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3. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)
Contract costs (Continued)

For assets related to contract costs whose carrying amount is
higher than the difference between the following two items, the
Company will make provision for impairment for the excess and
recognize it as asset impairment loss:

1. The remaining consideration expected to be obtained by the
transfer of goods or services related to the asset;

2. The cost expected to be incurred for the transfer of the
relevant goods or services.

If the above-mentioned excess is higher than the book value of
such assets as a result of any subsequent change of impairment
factors in the previous period, the provision for impairment of
assets previously made shall be reversed and included in profit or
loss for the period as incurred to the extent the book value of the
reversed asset shall not exceed the book value of the asset on the
date of the reverse assuming no provision for impairment is made.

Government grants

(1) Types

Government grants are monetary assets and non-monetary
assets obtained by the Company from the government for
free, and are divided into government grants related to assets
and government grants related to revenue.

Government grants related to assets are those obtained by the
Company for the purposes of acquisition, construction or other
project that forms a long-term asset. Government grants
related to revenue refer to the government grants other than
those related to assets.

The specific criteria for classifying government grants as
asset-related are: government documents specify that the
grants are for long-term assets obtained, acquired or
constructed or otherwise formed by the enterprise.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Government grants (Continued)

(1)

(2)

(3

Types (Continued)

The specific criteria for classifying government grants as
revenue-related are: government documents specify that the
grants are for expenses or losses.

If government documents do not specify the target of the
subsidy and it is difficult to distinguish them, the Company
classifies government grants as a whole as revenue-related
government grants and includes them in current profit or loss,
or recognizes them as current revenue in installments over the
project period, depending on the circumstances.

Timing for recognition

Government grants are recognised when the Company can
comply with the conditions attached to it and when it can be
received.

Accounting treatment

Asset-related government grants shall be used to offset the
carrying amount of relevant asset or recognised as deferred
income. The amount recognised as deferred income shall be
recorded in current profit or loss by installments in a
reasonable and systematic way over the useful life of the
relevant assets (the government grants related to the
Company’s daily activities shall be included in other income;
and the government grants unrelated to the Company’s daily
activities shall be included in non-operating income);

Government grants related to revenue that are used to
compensate relevant costs or losses of the Company in
subsequent periods are recognised as deferred income and
recorded in current profit or loss when such costs or losses
are recognised (government grants related to the Company’s
daily activities shall be included in other income; government
grants unrelated to the Company’s daily activities shall be
included in non-operating income) or offset relevant costs or
losses; and the grants used to compensate relevant costs or
losses that have incurred by the Company are recorded
directly in current profit or loss (government grants related to
the Company’s daily activities shall be included in other
income; government grants unrelated to the Company’s daily
activities shall be included in non-operating income) or offset
relevant costs or losses.
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SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Deferred income tax assets and deferred income tax
liabilities

Income tax comprises current and deferred income tax. Current tax
and deferred tax are recognised in profit or loss except to the
extent that they relate to a business combination or items
recognised directly in equity (including other comprehensive
income).

Deferred tax assets and deferred tax liabilities are recognised
based on the temporary differences between the tax bases and the
carrying amount of assets and liabilities.

Deferred income tax assets are recognised to the extent that it is
probable that future taxable profits will be available against which
deductible temporary differences can be utilized. For deductible
losses and tax credits that can be reversed in the future period,
deferred tax assets shall be recognised to the extent that it is
probable that taxable profit will be available in the future to offset
the deductible losses and tax credits.

Save for exceptions, deferred income tax liabilities shall be
recognised for the taxable temporary difference.

The exceptions for not recognition of deferred income tax assets
and liabilities include:

the initial recognition of the goodwill;
— other transactions or matters other than business combinations
in which neither profit nor taxable income (or deductible loss)
will be affected when transactions occur.

Deferred tax liabilities are recognised for temporary differences
arising from investments in subsidiaries, joint ventures and
associates, except where the Company is able to control the timing
of the reversal of the temporary difference, and it is probable that
the temporary difference will not reverse in the foreseeable future.
When it is probable that the temporary differences arising from
investments in subsidiaries, joint ventures and associates will be
reversed in the foreseeable future and that the taxable profit will be
available in the future against which the temporary differences can
be utilised, the corresponding deferred tax assets are recognised.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. EEEMBERE A (B)

ACCOUNTING ESTIMATES (Continued)

Deferred income tax assets and deferred income tax
liabilities (Continued)

On the balance sheet date, deferred tax assets and deferred tax
liabilities are measured at the applicable tax rates during the period
when the relevant assets are expected to be recovered or the
relevant liabilities are expected to be settled in accordance with the
provisions of the tax law.

The carrying amount of a deferred tax asset is reviewed at each
balance sheet date, and is reduced to the extent that it is no longer
probable that the related tax benefits will be utilised. Such
reduction is reversed to the extent that it becomes probable that
sufficient taxable profits will be available.

When the Group has a legally enforceable right to set-off and
intends either to settle on a net basis or to acquire the income tax
asset and settle the income tax liability simultaneously, current
income tax assets and current income tax liabilities shall be
presented as the net amount after offsetting.

At the balance sheet date, deferred tax assets and deferred tax
liabilities are offset if all of the following conditions are met:

— When the taxable entity has the legal right to set off current
income tax assets and current income tax liabilities on a net
basis;

— When the deferred income tax assets and deferred income tax
liabilities are related to income tax to be paid by the same
entity liable to pay tax to the same tax authority, or related to
different entities liable to pay tax but the relevant entities
intend to settle on a net basis or to acquire the income tax
assets and settle the income tax liabilities simultaneously in
the future period in which significant deferred income tax
assets and liabilities would be reversed.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

] BA 4 & B 5 R 3k M R

For the six months ended 30 June 2023 & = 202346 430 H L+ /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)
Lease

A lease is a contract that conveys the right to use an asset for a
period of time in exchange for consideration.

At inception of a contract, the Company assesses whether a
contract is, or contains, a lease. A contract is, or contains, a lease
if the contract conveys the right to control the use of one or more
identified asset(s) for a period of time in exchange for
consideration.

For a contract that contains multiple separate lease, the Company
separates and accounts for each lease component as a lease
separately. For a contract that contains lease and non-lease
components, the lessee and lessor separates the lease and non-
lease components.

(1) The Company as a lessee
Right-of-use assets

At the commencement date of lease term, the Company
recognizes right-of-use assets for leases (excluding short-term
leases and leases of low-value assets). Right-of-use assets
are measured initially at cost. Such cost comprises:

*  The amount of the initial measurement of lease liability;

* Lease payments made at or before the inception of the
lease less any lease incentives already received (if there
is a lease incentive);

» Initial direct costs incurred by the Company;

+ The costs of the Company expected to be incurred for
dismantling and removing the leased asset, restoring the
site on which the leased asset is located or restoring it to
the condition as agreed in the terms of the lease, except
those incurred for the production of inventories.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. EEEMBERE A (B)

ACCOUNTING ESTIMATES (Continued)
Lease (Continued) HE (&)

(1) ZREEREBA (E)

(1) The Company as a lessee (Continued)

Right-of-use assets (Continued)

The Company subsequently depreciates right-of-use assets
using the straight-line method. If there is reasonable certainty
that the Company will obtain the ownership of a leased asset
at the end of the lease term, the Company depreciates the
right-of-use asset from the commencement date to the end of
the useful life of the underlying asset; otherwise, the Company
depreciates the leased asset from the commencement date to
the earlier of the end of the useful life of the right-of-use asset
or the end of the lease term.

The Company determines whether the right-of-use assets
have been impaired in accordance with the principles
described in the note “Impairment of long-term assets” and
conducts accounting treatment for impairment loss identified.

Lease liabilities

At the commencement date of lease term, the Company
recognizes lease liabilities for leases (excluding short-term
leases and leases of low-value assets). Lease liabilities are
initially measured based on the present value of outstanding
lease payment. Lease payment include:

Fixed payments (including in-substance fixed payments), less
any lease incentives (if there is a lease incentive);

Variable lease payment that are based on an index or a rate;

Amounts expected to be payable under the guaranteed
residual value provided by the Company;

The exercise price of a purchase option if the Company is
reasonably certain to exercise that option;

Payments for terminating the lease option, if the lease term
reflects that the Company will exercise that option.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
] BA 4 & B 5 R 3k M R

For the six months ended 30 June 2023 & = 202346 430 H L+ /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

3. EEETHEKERMGE ()

Lease (Continued) HE (&)

(1) ZREEREBA (E)

(1) The Company as a lessee (Continued)

Lease liabilities (Continued)

The Company adopts the interest rate implicit in the lease as
the discount rate. If that rate cannot be determined reasonably,
the Company’s incremental borrowing rate is used.

The Company shall calculate the interest expenses of lease
liabilities over the lease term at the fixed periodic interest rate,
and include it into profit or loss in the period or cost of relevant
assets.

Variable lease payments not included in the measurement of
lease liabilities are charged to profit or loss in the period or
cost of relevant assets in which they actually arise.

After the commencement date of lease term, if the following
circumstances occur, the Company re-measures the lease
liability and adjusts the carrying value of the right-of-use asset
accordingly. If the carrying value of the right-of-use asset has
been reduced to zero, the lease liability still needs to be further
reduced. The Company accounts for the difference in the
current profit or loss:

When there in a change in the assessment results of the
purchase, extension or termination option, or when the actual
exercise of the aforementioned options is inconsistent with the
original valuation result, the Company remeasures the lease
liabilities in accordance with the lease payments after changes
and the present value calculated using the revised discount
rate;

When there is a change in-substance fixed payments, the
amount expected to be payable under the guaranteed residual
value or the index or rate arising from the confirmation of lease
payments, the Company remeasures the lease liabilities in
accordance with the lease payments after changes and the
present value calculated using the initial discount rate.
However, if the lease payments change is due to a change in
a floating interest rate, in which case a revised discount rate is
used.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. EEEMBERE A (B)

ACCOUNTING ESTIMATES (Continued)
Lease (Continued) HE (&)

(1) ZREEREBA (E)

(1) The Company as a lessee (Continued)

Short-term leases and leases of low-value assets

The right-of-use asset and lease liability are not recognised by
the Company for short-term leases and leases of low-value
assets, and the relevant lease payments are included in profit
or loss in the period or costs of relevant assets in each period
of the lease term on a straight-line basis. Short-term leases
are defined as leases with a lease term of not more than 12
months from the commencement date and excluding a
purchase option. Leases of low-value assets are defined as
leases with underlying low value when new. Where the
Company subleases or expects to sublease a leased asset,
the original lease shall not belong to a lease of low value
asset.

Lease change

The Company will account for the lease change as a separate
lease if the lease changes and meets the following conditions:

» The lease change expands the scope of lease by
increasing the rights to use one or more leased assets;

* The increased consideration and the individual price of
the expanded part of the lease are equivalent to the
amount adjusted for the contract.

If the lease change is not accounted for as a separate lease,
the Company shall re-allocate the consideration of a changed
contract, re-determine the lease term, and remeasure the
lease liabilities by the present value calculated from the
changed lease payments a revised discount rate on the
effective date of the lease change.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BEE- gk B

For the six months ended 30 June 2023 &; = 202346 A30H 1t 7~ & A

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Lease (Continued)
(1) The Company as a lessee (Continued)
Lease change (Continued)

If the lease change results in a narrower lease or a shorter
lease term, the Company reduces the carrying value of the
right-of-use asset accordingly, and recognises the related
gains or losses that partially terminate or completely terminate
the leases into the current profit and loss. For other lease
change that cause the lease liabilities to be remeasured, the
Company adjusts the carrying value of the right-of-use assets
accordingly.

3. EEETHEKERMGE ()
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

3. EEETHEKERMGE ()

Lease (Continued) HE (&)
(1) XRAFERFEHEA(E)

(1) The Company as a lessee (Continued)

HEZE (&)

Lease change (Continued)

(1) Rental concessions related to the COVID-19 (1) # i fib & % 15 AH B &9 7 & B

Pandemic

For leases that adopt the simplified approach for rent
concessions related to the COVID-19 Pandemic, the
Company will not assess whether there is a lease change,
and will continue to calculate the interest expenses of
lease liabilities based on the discount rate consistent with
that before the concession and include such expenses
into current profit or loss; and will continue to make
provisions for the depreciation of the right-of-use assets
based on the method consistent with that before the
concession. In the event of a rental reduction, the reduced
rental will be treated as variable lease payments by the
Company. When a concession agreement is reached, etc.
to release the original rent payment obligation, the
relevant assets costs or expenses shall be offset by the
undiscounted amounts or amounts discounted at the
discount rate before the concession, and the lease
liabilities shall be adjusted accordingly. In the event of a
deferred rental payment, the previously recognised lease
liabilities will be offset when the actual payment is made.

For short-term leases and leases of low-value assets, the
Company continues to include the original contract rent
into the relevant assets costs or expenses in the same
way as before the concession. In the event of a rental
reduction, the reduced rental will be treated as variable
lease payments by the Company, and the relevant assets
costs or expenses will be offset during the concession
period; in the event of a deferred rental payment, rent
payable will be recognised as payables by the Company
during the original payment period, and the previously
recognised payables will be offset when the actual
payment is made.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
] BA 4 & B 5 R 3k M R

For the six months ended 30 June 2023 & = 202346 430 H L+ /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

3. EEETHEKERMGE ()

Lease (Continued) HE (&)

(2) The Company as a lessor

(2) XRAAERBHBEA

At the commencement date of lease term, the Company
classifies leases as financing leases and operating leases. A
financing lease is a lease that transfers substantially all the
risks and rewards incidental to ownership of a leased asset,
irrespective of whether the ownership of the asset is eventually
transferred. An operating lease is a lease other than a finance
lease. As a sub-leasing lessor, the Company classifies the
sub-leases based on the right-of-use assets of the original
leases.

Accounting treatment of operating leases

The lease payments derived from operating leases are
recognised as rental income on a straight-line basis over the
respective lease terms. Initial direct costs relating to operating
leases to be incurred by the Company shall be capitalised and
then included in the current profit or loss by stages at the
same base as the recognition of rental income over the lease
term. The variable lease payments not included in the
measurement of lease payments shall be recognised in profit
or loss in the period in which they are occurred. Where there
is a modification in an operating lease, the Company accounts
for it as a new lease from the effective date of the modification,
and the amount of lease receipts received or receivable in
advance relating to the pre-modification lease is treated as
receipts under the new lease.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

3. EEETHEKERMGE ()

Lease (Continued) HE (&)

(2) XREERBEHBA (E)

(2) The Company as a lessor (Continued)

Accounting treatment of financing leases

At the commencement date of lease term, the Company
recognizes financing lease receivable for financing leases and
derecognizes the underlying assets. The Company initially
measures financing lease receivable in the amount of net
investment in the lease. Net investment in the lease is the sum
of present value of unguaranteed residual value and the lease
payments receivable at the commencement date of lease
term, discounted at the interest rate implicit in the lease.

The Company calculates and recognizes interest income in
each period during the lease term, based on a constant
periodic interest rate. The derecognition and impairment of
financing lease receivable are accounted for in accordance
with the Note “Financial instruments”.

Variable lease payments not included in the measurement of
the net investment in the lease are included in profit or loss in
the period in which they are occurred.

Accounting treatment of lease changes when a financial lease
is changed and the following conditions are simultaneously
met, the Company accounts for the lease change as a
separate lease:

The change expands the scope of lease by adding the right to
use one or more leased assets;

The increased consideration and the separate price of the
expanded scope of lease are equivalent to the amount
adjusted according to the contract.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Lease (Continued)

(2) The Company as a lessor (Continued)

3

Accounting treatment of financing leases (Continued)

Where a change in a financial lease is not accounted for as a
separate lease, the Company deals with the lease after the
change according to the following situation:

In case where the lease would have been classified as an
operating lease assuming the modification became effective at
the commencement date of the lease, the Company accounts
for it as a new lease from the effective date of the modification
and the net investment in the lease prior to the effective date
of the modification is taken as the carrying amount of the
leased assets;

In case where the lease would have been classified as a
finance lease assuming the modification became effective at
the commencement date of the lease, the Company conducts
accounting treatment in accordance with the policy regarding
the modification or renegotiation of contracts described in this
note “Financial instruments”.

Sale and leaseback transactions
The Company determines whether the asset transfer in the

sale and leaseback transaction is a sale in accordance with
principles described in notes “Revenue”.

] BA 4 & B 5 R 3k M R

For the six months ended 30 June 2023 &; = 202346 A30H 1t 7~ & A
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3. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)
Lease (Continued)
(3) Sale and leaseback transactions (Continued)

(1) As alessee

If the asset transfer in the sale and leaseback transaction
is a sale, the Company, as a lessee, measures the right-
of-use assets formed by the sale and leaseback based on
the part of the book value of the original assets related to
the use rights obtained from the leaseback, and recognize
relevant gains or losses only for the right to transfer to the
lessor; if the transfer of assets in the sale and leaseback
transaction is not a sale, the Company, as a lessee,
continues to recognize the transferred assets and
recognizes a financial liability equal to the transfer income.
For details of accounting treatment for financial liabilities,
please see Note “Financial instruments”.

(2) As alessor

If the transfer of assets in the sale and leaseback
transaction is a sale, the Company, as a lessor, accounts
for asset purchase, and accounts for asset lease in
accordance with policies in the aforementioned “The
Company as a lessor”; if the transfer of assets in the sale
and leaseback transaction is not a sale, the Company, as
a lessor, does not recognize the transferred assets, but
recognizes a financial asset equal to the transfer income.
For details of accounting treatment for financial assets,
please see Note “Financial instruments”.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Hedge accounting

1.

Classification of hedging

(1) A fair value hedge is a hedge of the exposure to changes
in fair value of a recognised asset or liability or an
unrecognised firm commitment (except foreign exchange
risk).

A cash flow hedge is a hedge of the exposure to variability
in cash flows that is either attributable to a particular risk
associated with a recognised asset or liability or a highly
probable forecast transaction, or a foreign currency risk in
an unrecognised firm commitment.

Hedge of a net investment in a foreign operation is a
hedge of the exposure to foreign exchange risk associated
with a net investment in a foreign operation. Net
investment in a foreign operation is the share of interest in
the net asset of the foreign operation.

Designation of the hedge relationship and
recognition of the effectiveness of hedging

At the inception of a hedge relationship, the Company
formally designates and documents the hedge relationship to
which the Company wishes to apply hedge accounting, the
risk management objective and its strategy for undertaking
the hedge. The documentation includes identification of the
nature and quantity of the hedging instrument, the nature and
quantity of the hedged item, the nature of the risk being
hedged, the type of hedging and how the Company will
assess the hedging instrument's effectiveness. Hedging
instrument’s effectiveness means the degree of the change of
fair value or cash flow of the hedging instrument in offsetting
the exposure to changes in the hedged item’s fair value or
cash flows attributable to the hedged risk.

] BA 4 & B 5 R 3k M R
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Hedge accounting (Continued)

2. Designation of the hedge relationship and
recognition of the effectiveness of hedging
(Continued)

The hedge is assessed by the Company for effectiveness on

an

ongoing basis and judged whether it meets the

requirements for the effectiveness of using hedge accounting
throughout the accounting periods for which the hedging
relationship was designated. Provided the discontent of the
requirements, the application of a hedge shall be terminated.

The application of hedge accounting shall meet the following
requirements on the effectiveness of the hedge:

(1

)

There is an economic relationship between the hedged
item and the hedging instrument.

The effect of credit risk does not dominate the value
changes that result from the economic relationship
between the hedged item and the hedging instrument.

The appropriate hedge ratio will not cause the imbalance
of relative weight between the hedged item and the
hedging instrument, thus generating accounting results
inconsistent with the hedge accounting objectives. If the
hedge ratio is no longer appropriate, but the hedge risk
management objectives do not change, the amount of the
hedged item or the hedging instrument shall be adjusted,
so that the hedge ratio can re-meet the requirements on
the effectiveness.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
] BA 4 & B 5 R 3k M R

For the six months ended 30 June 2023 & = 202346 430 H L+ /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

3. EEETHEKERMGE ()

Hedge accounting (Continued) ERE (B)

3. EHEHNEERLE

3. The criteria for hedge accounting

(1) Fair value hedges (1) X 1EEER

The change in the fair value of a hedging derivative is
recognised in the current profit or loss. The change in the
fair value of the hedged item attributable to hedging risks
is recognised in the current profit or loss and the carrying
amount of the hedged item is adjusted at the same time.

For fair value hedges relating to financial instruments
carried at amortised cost, the adjustment to carrying
amount of a hedged item is amortised through the current
profit or loss over the remaining term to maturity.
Amortisation for which the effective interest method is
used may begin as soon as an adjustment to carrying
amount exists and shall begin no later than when the
hedged item ceases to be adjusted for changes in its fair
value attributable to hedging risks.

If the hedged item is derecognised, the unamortised fair
value is recognised in the current profit or loss.

When an unrecognised firm commitment is designated as
a hedged item, the subsequent cumulative change in the
fair value of the firm commitment attributable to the
hedged risk is recognised as an asset or liability with a
corresponding gain or loss recognised in the current profit
or loss. The changes in the fair value of the hedging
instrument are also recognised in the current profit or
loss.
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3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Hedge accounting (Continued)
3. The criteria for hedge accounting (Continued)

(2) Cash flow hedges

The effective portion of the gain or loss on the hedging
instrument is recognised directly as other comprehensive
income, while the ineffective portion is recognised in the
current profit or loss.

Amounts taken to other comprehensive income are
transferred to current profit or loss when the hedged
transaction affects the current profit or loss, such as when
hedged financial income or financial expense is
recognised or when a forecast sale occurs. Where the
hedged item is the cost of a non-financial asset or non-
financial liability, the amounts taken to other
comprehensive income are transferred to the initial
carrying amount of the non-financial asset or non-financial
liability (or originally recognised in other comprehensive
income, and transferred in the same period as the profit
and loss is affected by the non-financial assets and non-
financial liability, the amounts shall be included in the
current profit or loss).

If the forecast transaction or firm commitment is no longer
expected to occur, the accumulated gains or losses on
hedging instruments previously recognised in other
comprehensive income are transferred to the current profit
or loss. If the hedging instrument expires or is sold,
terminated or exercised without replacement or rollover,
or if its designation as a hedge is revoked, the amounts
previously recognised in other comprehensive income
remain in there until the forecast transaction or firm
commitment affects the current profit or loss.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A
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3. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)

Hedge accounting (Continued)

3. The criteria for hedge accounting (Continued)
(3) Hedges of a net investment in a foreign operation

Hedges of a net investment in a foreign operation,
including a hedge of a monetary item that is accounted for
as part of the net investment, are accounted for in a
similar way to cash flow hedges. Gains or losses on the
hedging instrument relating to the effective portion of the
hedge are recognised in other comprehensive income
while any gains or losses relating to the ineffective portion
are recognised in the current profit or loss. On disposal of
the foreign operation, any accumulated gains or losses
included in other comprehensive income are transferred
out and included in the current profit and loss.

Critical accounting estimates and judgments

The Company continuously evaluates estimates and judgments
based on historical experience and other factors, including
reasonable projections of future events under relevant
circumstances. The Company makes estimates and assumptions
about the future. Accounting estimates under judgments are
seldom equal the actual results. The risks of making estimates and
assumptions that could result in a material adjustment to the
carrying amounts of assets and liabilities within the next accounting
year are discussed as follows.

(1) Net realizable value of inventories is lower than
inventories

The net realizable value of inventories is the estimated selling
price in the ordinary course of business less the estimated
sales cost. These estimates are based on current market
conditions and historical experience in selling products of a
similar nature. In severe industry cycles, inventories may
change significantly due to the actions of competitors.
Management will re-estimate at the reporting date. The
carrying amounts of the Company’s inventories are disclosed
in Note 12 to the financial statements.

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

] BA 4 & B 5 R 3k M R

For the six months ended 30 June 2023 & = 202346 430 H L+ /<& A
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Critical accounting estimates and judgments
(Continued)

(2)

(3

Fair value measurements of biological assets

The management of the Group recognises the fair value less
sales cost of biological assets at the end of the reporting
period with reference to market pricing, species, growing
environment, costs incurred and professional valuation. The
Directors of the Company worked closely with qualified
external valuers to select the appropriate valuation techniques
and inputs for the model. The decision involves the application
of significant judgments. If actual results differ from
management’s estimates, the relevant differences from the
original estimates will affect the fair value changes in the
current and future periods.

Income tax and value-added tax

The Company is subject to various taxes in the PRC.
Meanwhile, the Company enjoys various tax benefits in the
PRC. For example, the Company is exempted from enterprise
income tax for its operations engaging in primary processing
for agricultural products and animal-husbandry and poultry
feeding, and is exempted from value-added tax on its revenue
from the sales of its own agricultural products. There are
various transactions and calculations in the ordinary course of
business that result in uncertainties as to the ultimate taxable
income. The Company recognises the related tax based on
best estimates. If the final tax outcome of the matter differs
from the initial recorded amount, such difference will affect the
current profit or loss. In addition, the realisation of income tax
and value-added taxes is dependent on the Company’s
capability to generate sufficient taxable income in the future.
Future profitability derived from estimated or income tax rates
will result in adjustments to the value of tax assets and
liabilities.

SHANDONG FENGXIANG CO., LTD. LR B # KRB BR A 7

3. EEETHEKERMGE ()

ETEFEEFRAE(E)

(2 £YEEHNLAAEEE

AEEEEEK2ETSERE BB £k
RE DEARAREXMGE RB|BEHX
HEREMEEAABERBEEKAE - KAAF
EXHEARIIBIGMEZSIE RZRA
BEEENGHERMRBAE ZRES R
BERHEWER FERGERBEREMIE
B FEZRE HERBEBANEREERE
ERBMEARRABMO R A EEBZS -

(3) FieH REEH

ARREBRNEHMNZERIE  BE - AQ
AEFPHEZEEZERKES  fltn AR F
BREERVNINAEERRXEMED
EBRBEEMSGEHR HLEREREMN
WARBIBER EREEBBETFES
BRHRFAETR ST ERERKER
BT %8 - AR BIRE R EGF R HRER
A ARFENSRKRNBABRENBLES
BrezR AEHMEZESTYEENRA -
BESN PR R ER AR BURR AR A
BRETEHEMHWANES - BAHH
P 1S BB R 15 H 89 R 2R 2 F B 1 8 BB B
HEENBEREEFELHAE-



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEE- gk B

For the six months ended 30 June 2023 &; = 202346 A30H 1t 7~ & A

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. EEETTHERREF A (E)
ACCOUNTING ESTIMATES (Continued)
Changes in significant accounting policies and EZETBRMNEAEHTNEEE)
estimates (Continued)
(1) Changes in significant accounting policies (1) EZEEFHEREE
The change in accounting policy has not had a significant EHRREFHRAAMBRERRAELEEKX
impact on the Company’s financial statements. zao
(2) Changes in significant accounting estimates (2 EZS 1L EE
During the reporting period, there was no change in the RBEHAREEGH AN ARBEEZE

Company’s significant accounting estimates.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

4. REVENUE AND SEGMENT INFORMATION 4. WARDHER
The Group’s revenue from contracts with customers is recognised AEENEPAEHNKRARE REEERE —KHE
upon goods transferred at a point in time. For management A -REEENME  AEERERIDE
purposes, the Group is organised into business units based on BEA - REA U TOER 2 maaeEn a0
their products and has four reportable operating segments as
follows:
(1) Production and sale of processed chicken meat products (1) *EREERMIEAHR
(2) Production and sale of raw chicken meat products (2 HERHEELHAR R
(3) Production and sale of chicken breeds () EERBEHER
(4) Others comprising the sale of by-products, packing materials @) Em(REHEER BEMB REIR
and miscellaneous products Edm)
The management of the Company monitors the results of the AARERESHERASELE Y HNES
Group’s operating segments separately for the purpose of making LELBBEIRD B RFIRT(EHHEAIRE -

decisions about resource allocation and performance assessment.

Segment assets and liabilities are not disclosed in the unaudited HROBEENBBETETHREETEEREE
condensed consolidated financial statements as they are not BRDBE RFBTME - Bt B BEER I ERRE
regularly provided to the management for the purposes of resource ERERAGE M B MERTEE -

allocation and performance assessment.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEE- gk B

For the six months ended 30 June 2023 &; = 202346 A30H 1t 7~ & A

4. REVENUE AND SEGMENT INFORMATION 4. WARDTHER ()

(Continued)
Operating revenue/operating costs BERA EERE

Six months ended 30 June

BZ6H30HLLXEA
2023 2022
2023 20224
RMB’000 RMB’000
AR T ARETTT
(Unaudited) (Unaudited)
(REEZ) (RE&EZ)
Operating Operating Operating Operating
revenue costs revenue costs
EEWRA EERAX EEIWA KR
Main business FEER 2,426,582 2,151,749 2,436,185 2,219,424
Other businesses HAth 37 9,963 2,569 7,088 1,514
Total &&t 2,436,545 2,154,318 2,443,273 2,220,937
Revenue by products REREZHEA

Six months ended 30 June

BEZ6H30HLIL<EA
2023 2022
2023 20224
RMB’000 RMB’000
ARBT ARETT
(Unaudited) (Unaudited)
(REEZX) (REEEZ)
Processed chicken meat products SEIT® RS 1,229,476 1,141,297
Raw chicken meat products EHRR G 1,085,063 1,204,620
Chicken breeds #HH 37,408 24,287
Others H 1 84,598 73,069
Total At 2,436,545 2,443,273
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

) BA AR & B A R AR B =

For the six months ended 30 June 2023 &; = 202346 A30H Lt /<& A

4. REVENUE AND SEGMENT INFORMATION 4. WARDEHER(E)
(Continued)
Geographic information i & &R
Revenue from external customers S EBEF WA

Six months ended 30 June

B ZE6H30BIAEA
2023 2022
2023 F 20224
RMB’000 RMB’000
AR¥T ARETT
(Unaudited) (Unaudited)
(REEER) (REEER)
Mainland China B K B 1,798,740 1,718,124
Japan H 175,731 169,628
Malaysia S ikl 78,011 242,243
Europe &M 327,895 274,694
Other countries or regions HEBE Rk @m 56,168 38,584
Total A 2,436,545 2,443,273

5. FINANCE COSTS

5. MBER

Six months ended 30 June

BZ6H30RL~EA

2023 2022

2023 % 20224

RMB’000 RMB’000

AR T ARBFT

(Unaudited) (Unaudited)

(REER) (REeEZR)

Interest expenses FMEEA 48,613 47,788
Including: Interest expenses on lease Hp :HEABMSER

liabilities 6,073 5,511

Interest income F B U A (2,734) (18,705)

Exchange losses bE 5 &5 18 (3,956) (7,467)

Handling fees and others FEBREAM (256) 1,935

Total A&t 41,667 23,551
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEE- gk B

For the six months ended 30 June 2023 &; = 202346 A30H 1t 7~ & A

6. OTHER GAINS

6. HtWz=

Six months ended 30 June

HZ6H30B1LA@EA

2023 2022

2023 F 2022

RMB’000 RMB’000

ARBTR ARBTT

(Unaudited) (Unaudited)

(REER) (REEEZ)

Government grants (Note) IH S #6 B (M 3T 4,674 785
Handling fee for withholding individual KRMNBEAFMSEHFESE

income tax 147 168

Total &&F 4,821 953

7. GAIN/(LOSS) ON CHANGES IN FAIR VALUE

7. PABEZ2BKRE (HE)

For the six months ended 30 June

BZ6H30R LA
2023 2022
20235 20224
RMB’000 RMB’000
AR¥T T AR F T
(Unaudited) (Unaudited)
(REER) (REEZ)
Gain/(loss) on changes in fair value of FEMEMEERAERELEEY
productive BEAARBEZSHWZE (BB
biological assets and consumptive
biological assets 10,303 (10,017)
Total At 10,303 (10,017)

The Company’s gain/(loss) on changes in fair value consists of (i)
gain/(loss) arising from initial recognition of agricultural products at
fair value less sales costs upon receipt; (ii) gain/(loss) arising from
changes in fair value of productive biological assets less sales
costs.

The Company has engaged an independent professional appraiser
to assess the fair value of the biological assets as at the balance
sheet date.

ARBRAnBEEZDEE (BB BEHERE®
RWEREZEAREEROEERVAEREED
Wa/ (BB (VEEXREMEEALBERL
EEANEPELNKRE(BRE) -

ARAEEEFBIEETEHY LN EENE
ERERANHAL EERTT T
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

8. INCOME TAX (EXPENSES)/CREDIT

8. MMBEHMBIX) HER

Six months ended 30 June

HZ6H30B1LA@EA
2023 2022
2023 F 2022
RMB’000 RMB’000
ARBTR ARBTT
(Unaudited) (Unaudited)
(REER) (REHEZR)
Current income tax expenses EHMMENER 1,622 4,175
Deferred income tax expenses BREMSHER 9 9
Total A&t 1,631 4,184

Under the Law of the People’s Republic of China on Enterprise

Income Tax (the “EIT Law”) and the Implementation Regulation of
the EIT Law, the tax rate of the PRC subsidiaries is 25% for the six
months ended 30 June 2023 (2022: 25%) except for the followings:

()

(ii)

According to the Implementation Regulation of the EIT Law
and the exemptions regulation set out in the Circular of the
Ministry of Finance and the State Administration on Releasing
the Primary Processing Ranges of Agricultural Products
Entitled to Preferential Policies on Enterprise Income Tax (Trial
Implementation) (Cai Shui [2008] No. 149), and the
requirements of Article 86 of the Implementation Regulation of
the EIT Law, the income from certain subsidiaries in Mainland
China engaging in primary processing for agricultural products
is exempted from EIT during the period.

Pursuant to related regulations in respect of the
Implementation Regulation of the EIT Law, the income from
the Company engaging in projects of animal-husbandry and
poultry feeding is exempted from EIT during the period.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

] BA 4 & B 5 R 3k M R

For the six months ended 30 June 2023 &; = 202346 A30H 1t 7~ & A

9. DIVIDENDS 9. RE

No dividend was paid, declared or proposed to owners of the
parent for the six months ended 30 June 2023 (2022: Nil), nor
has any dividend been paid, declared or proposed since the
end of the Reporting Period.

10. EARNING/(LOSS) PER SHARE
(a) Basic earning/(loss) per share

Basic earning/(loss) per share are calculated by dividing the
consolidated net earning/(loss) attributable to ordinary
shareholders of the parent company by the weighted average
number of outstanding ordinary shares of the Company:

RNRREE 2023F6 A30H 1L/ E A AR
AR NIRN - Bk 32 #30K BB (20224 ¢
B) MBERSHRERERN  ERIERK
MEMMEE -

10. 3R W (B18)

(a) EXxgRkzE(EHE)

BEAghks/ (BR)UEBENTG AR LR
Ak R & BFF U s (B 18) BR A AR A 3] 3
TTHRINEBERHINEFHEEE

For the six months ended 30 June

BZ6H30H1LA<@EA
2023 2022
20235 20224
(Unaudited) (Unaudited)
(REER) (REEEZR)
Consolidated net profit/(loss) attributable to 7 & 7 & A 7] & 38 IX X = &9
ordinary shareholders of the parent & OHFFE(E8R)
company (RMB’000) (ARBFT) 82,095 (70,937)
Weighted average number of outstanding 7N 72 & 2% 17 7£ ) & 38 % A9
ordinary shares of the Company MEFEHH 1,378,079,500 1,397,452,084
Basic earning/(loss) per share (in RMB) EAgkiiss (EE)
(AE#T) 0.06 (0.05)
Including: Basic earning/(loss) per share Hp BBREEAENR
from continuing operations (in RMB) Tl (B 8)
(AE#T) 0.06 (0.05)
Basic earning/(loss) per share from RIS B
discontinued operations (in RMB) Bl (EiE)
(AR¥T) — —

Interim Report 2023 # Hi § &

131



NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

10. EARNING/(LOSS) PER SHARE (Continued) 10. B R W (FE) (&)

(b) Diluted earning/(loss) per share (b) HmESKRKZE (FHE)

mERERKRE(BRUGBRERARLA
BB REy & 6% 78 (B ) R A AR R B 81T

Diluted earning/(loss) per share are calculated by dividing the
consolidated net profit attributable to ordinary shareholders of

the parent company (diluted) by the weighted average number

of outstanding ordinary shares of the Comp

any (diluted):

SN E BRI T B (B 5 & -

For the six months ended 30 June

HZ6H30B 1A
2023 2022
2023 20224
(Unaudited) (Unaudited)
(REER) (REEER)
Consolidated net profit/(loss) attributable to ~ $F B & A A LB RN A&
ordinary shareholders of the parent BFEWRE(EE) (FE)
company (diluted) (RMB’000) (ARBFT) 82,095 (70,937)
Weighted average number of outstanding AN AV EEATIE SN B AR 6 N
ordinary shares of the Company (diluted) g (mE) 1,399,017,500 1,397,452,084
Diluted earning/(loss) per share (in RMB) mETRkE(BER) (AR T) 0.06 (0.05)
Including: Diluted earning/(loss) per share Hep BELLEHETRIKREE
from continuing operations (in RMB) (B1E) (AR®T) 0.06 (0.05)
Diluted earning/(loss) per share from miteEmrgR R (Bi8)
discontinued operations (in RMB) (AE#T) — —
11. TRADE RECEIVABLES 11. B BR =X
As at As at
30 June 31 December
2023 2022
12023 F #2022 F
6H30H 12A31H
RMB’000 RMB’000
ARBTR ARET T
(Unaudited) (Audited)
(REER) (&%)
Trade receivables JFE UK BR 3R 245,957 201,047
Loss allowance BIEER 6,626 6,069
Total BEF 239,331 194,977
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

11. TRADE RECEIVABLES (Continued)

The Group’s trading terms with its customers are mainly on cash
and credit. The credit period is generally 30 to 60 days. The Group
seeks to maintain strict control over its outstanding trade
receivables and overdue balances are reviewed regularly by senior
management. Concentrations of credit risk are managed by
analysis by customers. The Group does not hold any collateral or
other credit enhancements over these balances. Trade receivables
are non-interest-bearing.

An aged analysis of the balance of trade receivables based on the

BEE- gk B

For the six months ended 30 June 2023 &; = 202346 A30H 1t 7~ & A

M. B AR (58)

AEREEEFNESBRFARERBER/E
EH—HKRA30260H - REENKEERKE
MR RRT BRARES  BalsstbsfE
EEEHNEN STPNEERRERREFPHNIN
BETER AKBEAERZETEBRITAEAER
ok E At (5 IS AR o BRI TS -

REE A B2 7 80 R UR A 8 (R BHE) R

invoice date and net of provision is as follows: BofraT :
As at As at
30 June 31 December
2023 2022
12023 F #2022
6 H30H 12A31H
RMB’000 RMB’000
ARBTR ARBTT
(Unaudited) (Audited)
(REER) (&%)
Within 1 month 1MERAZA 239,103 192,640
1 to 3 months 12318 A 1,409 2,782
3 months to 1 year 3EAE1F 2,863 3,098
Over 1 year 160 E 2,582 2,526
Total &5t 245,957 201,047
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

) BA AR & B A R AR B =

For the six months ended 30 June 2023 &; = 202346 A30H Lt /<& A

11. TRADE RECEIVABLES (Continued)

The movement in the impairment provision/loss allowance of trade
receivables is as follows:

M. B AR (58)

FEWR R AR E R BREREED T

As at As at

30 June 31 December

2023 2022

2023 F 72022 F

6830H 12H31H

RMB’000 RMB’000

ARET T ARETF T

(Unaudited) (Audited)

(REEZ) (T Z)

At the beginning of the period B 7)) 6,069 4,113
Loss allowance recognised EREREEEER 557 1,956
At the end of the period EEFS 6,626 6,069

12.INVENTORIES 12. &

As at As at

30 June 31 December

2023 2022

2023 F 72022 F

6830H 12A31H

RMB’000 RMB’000

AR®F T ARBTF T

(Unaudited) (Audited)

(REERZ) (& &%)

Raw materials BB 127,175 172,431
Turnover materials B R 33,233 37,009
Consumptive biological assets (note) EREEEMEE (W) 211,519 190,022
Goods in transit Bkl 19,399 11,006
Finished goods [ 1% % i 392,159 490,915
Total &5 783,485 901,383

Provision for the decline in
= L;ﬁ_

value of inventory FRERE R (3,766) (3,937)
Total &5 779,720 897,447

Note: Consumptive biological assets of the Company refer to broilers,
chicks and hatchable eggs held by the Company. Consumptive
biological assets are measured at fair value at the end of the period.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEE- gk B

For the six months ended 30 June 2023 &; = 202346 A30H 1t 7~ & A

13.0THER CURRENT ASSETS

13.HttRBEE

As at As at
30 June 2023 31 December 2022
A2023%F6 H30H  FR2022F12A31H
RMB’000 RMB’000
ARE T AR T T
(Unaudited) (Audited)
(REER) (&%)
Overpaid income tax =2 Gy — 1,559
Return cost receivable JE WUR & A AR 46 108
Current assets held for disposal SRERDEE 1,642 89
Deferred VAT credit HERBENE 62,659 73,352
Total &t 64,347 75,108
14.LONG-TERM EQUITY INVESTMENT 14 REBRERE
Gains or losses
on investments
As at recognised
31 December Additional Reduction of under the As at
2022 investment investment  equity method 30 June 2023
#2022 B@ETHER 20235
12A31H BMRE MR E g E B 64308
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARBTT ARETT ARETT ARET R
Associate (Audited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
Bed¥ (&%) (REEZR) (REEZR) (REEZR) (REER)
Yanggu Xiangyu Biological BREREDTRER
Technology Co., Ltd. NG 59,841 — — (1,938) 57,903
15.FIXED ASSETS 15. B EEE
(1) Fixed Assets and Fixed Assets in Liquidation 1) EEEEREEEEBE
As at As at
30 June 2023 31 December 2022
A2023%F6 H30H  F2022F12A31H
RMB’000 RMB’000
AR T ARET T
(Unaudited) (Audited)
(REER) (&%)
Fixed assets TFEE 3,036,588 3,054,645
Fixed assets in liquidation TEEBR 1,989 952
Total & & 3,038,577 3,055,597
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

15.FIXED ASSETS(Continued) 15. B E&E (&)
(2) Fixed Assets 2 BE&aE
Premises and  Machinery Electronics
buildings devices Transportation devices Total
EER
BEY BERE BaRk ETHRE CE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

ARBTRE AR®TR AR¥TRE AR%®TR AR®TR
(Unaudited)  (Unaudited) (Unaudited) (Unaudited) (Unaudited)

ltems B H (RBER) (REER (REER) (REER) (REER)
1. Original Book Value 1LERERE
(1) Balance at the beginning of (1) EFFRHE
the year 2,014,967 2,282,452 70,947 97,613 4,465,979
(2) Currentincrease amount Q)AL MesE 43,838 83,730 978 1,140 129,686
— Purchase —BE 12,505 11,919 — 840 25,264
— Transfer from —ERIREA
construction in progress 31,333 71,811 978 300 104,422
(3) Current reduction payment Q)AHBLEF
amount 13,881 28,073 167 1,120 43,241
— Disposal or abandonment — R E S RE 13,881 28,073 167 1,120 43,241
(4) Balance atthe end of the @) BRE
period 2,044,924 2,338,109 71,758 97,633 4,552,424

2. Accumulated depreciation 2.2 E
(1) Balance at the beginning of N LEFREE

the year 501,558 820,994 22,427 66,355 1,411,334
(2) Currentincrease amount (QAEEMEE 46,412 77,186 3,996 5,694 133,288
— Provision — iR 46,412 77,186 3,996 5,694 133,288
(3) Currentreduction payment @)V RER> &
amount 7,047 20,571 153 1,015 28,786
— Disposal or abandonment —RERHE 7,047 20,571 153 1,015 28,786
(4) Balance atthe end of the (4) BIRBRE
period 540,923 877,609 26,270 71,034 1,515,836
3. Provision for impairment LHEEE - — — — -
4. Book value A REER
(1) Bookvalueattheendofthe (1) EARERE(E(E
period 1,504,001 1,460,500 45,488 26,599 3,036,588
(2) Bookvalueatthebeginning  (2) L EF KEREE(E
of last year 1,513,409 1,461,458 48,520 31,258 3,054,645
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEE- gk B

For the six months ended 30 June 2023 &; = 202346 A30H 1t 7~ & A

16. CONSTRUCTION IN PROGRESS 16. T2 IR
As at As at
30 June 31 December
2023 2022
2023 F 72022 4
6 A30H 12 A31H
RMB’000 RMB’000
AREBTR ARBTT
(Unaudited) (Audited)
(REER) (f& &%)
Intelligent integrated projects EEIRE 3,918 996
Total EEl 3,918 996

During the Reporting Period, the Company built five new broiler

cage conversion farms.

BEHR RARNEEBARLESEE -
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

17.PRODUCTIVE BIOLOGICAL ASSETS

Productive biological assets using the fair value
measurement model

17T EEMENEE

RAMABEMAEEANEENLENEE

Livestock
breeding
industry Total
Items BB EREEE &5t
RMB’000 RMB’000
ARET R ARET R
(Unaudited) (Unaudited)
(REEER) (REER)
Balance at the end of last year FEFRGBE 255,692 255,692
External procurement SN 27,951 27,951
Self-breeding B1TEA 75,710 75,710
Disposal BE (104,361) (104,361)
Changes in fair value RREEEY (2,350) (2,350)
Balance at the end of the period Hi R #p%8 252,642 252,642
Notes: B
1 Self-breeding costs for breeders mainly include the costs of animal 1 BAMHBTEERAEZBFABKAN - ALK
feed, labour costs, depreciation and amortisation expenses, K ERBHERULAKRERAN BS -
apportionment of public expenses, etc.
2 Gains or losses from changes in fair value consist of two components: 2 ARBEESHERLEMNY : BERNIER

gains from the initial recognition of agricultural products at fair value
less sales costs upon harvest and gains from changes in fair value less
sales costs of productive biological assets. The Company engaged an
independent professional appraiser to assess the fair value of the
biological assets as at the balance sheet date.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEE- gk B

For the six months ended 30 June 2023 &; = 202346 A30H 1t 7~ & A

17.PRODUCTIVE BIOLOGICAL ASSETS (Continued) 17 5EMEYEE(BE)

Productive biological assets using the fair value EAAMAEEFEEANEERLEDEE
measurement model (Continued) (%)

The Company’s productive biological assets using the fair value AARHAARBEAEEANEEREMEE
measurement model are breeders used for the production of BRARNEERBCEENEE  REFHAKE
hatchable eggs. Breeders include breeders at the breeding and BREAREEREED-

production and egg production stages.

The number of breeders owned by the Company as at the reporting AARRWMEBAHAENBEEENT
date is as follows:

Balance at the
end of the period

Type LRl HRBE
(thousand birds)
(¥8)
Breeders [ 2,092
Total B 2,092
Generally, the fledglings of purchased parent breeder chicks are —MmE BRI REBEHBEEHAREHEAR
bred on the Company’s breeding farms. The breeding stage and B ERERNFEBBAEHRBERBE - FH250
the production stage are approximately the 25th week after birth. ZFSRHRABEEEE Fo5H% BHE B
Egg production starts from the 25th week to the 65th week. After e

the 65th week, breeders will be sold.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

18. RIGHT-OF-USE ASSETS 18. EFAHEEE
Premises
and Land use
buildings rights Total
EER
EEY = i FA A &t
RMB’000 RMB’000 RMB’000

ARBT T ARBT ARBT R
(Unaudited) (Unaudited) (Unaudited)

ltems 1B H (REEER) (REER) (REER)
1. Original Book Value 1.EERE
(1)Balance at the beginning of the (M FVergE
year 40,527 198,321 238,848
(2)Current increase amount (2)AHAE & %8 — — —
(3)Current reduction payment B)VEHFH L& E
amount 4,069 — 4,069
— Disposal —RE 4,069 — 4,069
(4)Balance at the end of the period (4) B R 5 36,458 198,321 234,779
2. Accumulated depreciation 2. 2FHE
(1)Balance at the beginning of the (1) F ¥ er%E
year 10,385 26,976 37,361
(2)Current increase amount (2)RHE & 3,470 2,078 5,548
— Provision — &HiE 3,470 2,078 5,548
(3)Current reduction payment Q)ARHR AL 58
amount 4,069 — 4,069
— Disposal —RE 4,069 — 4,069
(4)Balance at the end of the period ~ (4) B R & 58 9,786 29,054 38,840
3. Provision for impairment .REEE — — —
4. Book value 4. FREEE
(1)Book value at the end of the (MBREREE
period 26,672 169,267 195,939
(2)Book value at the beginning of QFVEREE
the year 30,142 171,345 201,487
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
] BA 4 & B 5 R 3k M R

For the six months ended 30 June 2023 & = 202346 430 H L+ /<& A

19.INTANGIBLE ASSETS 19. B EE
Land use Patent Computer
rights rights software Total
T AR L BB Y &t

RMB’000 RMB’000 RMB’000 RMB’000
ARBTRE AR®TR ARBTR AR®T:x
(Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)

ltems EH (RBE®R)  (REE®R) (REER)  (RBER)
1. Original Book Value 1.RERE
(1) Balance at the end of last year M EFFRHE 101,320 1,046 21,280 123,646
(2) Current increase amount QAHE NS — — 561 561
— Others — Efth — — 561 561
(3) Current reduction payment Q@)AHELV e E
amount — — — —
(4) Balance at the end of the (4) AR ErEE
period 101,320 1,046 21,841 124,207
2. Accumulated depreciation 2. Rt
(1) Balance at the end of last year N LEFFERBE 20,612 697 12,916 34,225
(2) Current increase amount (QAFHBEME R 974 54 298 1,326
— Provision — R 974 54 298 1,326
(3) Current reduction payment Q) AHRS S
amount — — — —
(4) Balance at the end of the (@) iR erE
period 21,586 751 13,214 35,551
3. Provision for impairment UREEE - - — -
4. Book value 4. REEBEE
(1) Book value at the end of the MEAREEEE
period 79,734 295 8,627 88,656
(2) Book value at the end of last QLFEFEREARER
year 80,708 349 8,364 89,421

Interim Report 2023 # Hi § & 141



142

NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

) BA AR & B A R AR B =

For the six months ended 30 June 2023 &; = 202346 A30H Lt /<& A

20.BILLS PAYABLE

20. ENEE

As at As at
30 June 31 December
2023 2022
2023 F #2022 F
6H30H 12A31H
RMB’000 RMB’000
AREBTR ARETT
(Unaudited) (Audited)
(REEZX) (EEZ)
Domestic letter of credit N1E BB — 70,000
Total EEl — 70,000
Aged analysis
As at As at
30 June 31 December
2023 2022
2023 F 722022 F
6A30H 12A31H
RMB’000 RMB’000
ARBTR AR T T
(Unaudited) (Audited)
(REEZ) (&%)
An aged analysis of the bills is as follows ~ ZIREE DM T
Within 1 month 1EAZA — —
1 to 3 months 1Z2 3@ A — —
3 months to 1 year 3EAE1EF — 70,000
Over 1 year 15 A — —
Total & & —_ 70,000
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEE- gk B

For the six months ended 30 June 2023 &; = 202346 A30H 1t 7~ & A

21.TRADE PAYABLES 21. B BR R
As at As at
30 June 31 December
2023 2022
2023 F 72022 4
6H30H 12H31H
RMB’000 RMB’000
AREBTR ARBTT
(Unaudited) (Audited)
(REEZX) (EEZ)
Payables for goods FEE R 387,928 454,943
Total EEl 387,928 454,943
An aged analysis of the trade payables R EH 25 MR RR
based on invoice date BREC DT
Within 1 month 1EAAZ2A 232,740 238,690
Over than 1 month but within 3 months 1231@ A 150,350 197,471
Over than 3 months but within 1 year & A 214 1,942 17,120
Over 1 year 1F A 2,896 1,662
Total & &t 387,928 454,943
22.PAYROLL PAYABLE 22, FE B T &r A
Post-employment
Short-term benefits, defined
compensation withdrawal plan Total
BReER -
42 HA % B R EREET & &t
RMB’000 RMB’000 RMB’000
AR® TR AR® TR AR® TR
(Unaudited) (Unaudited) (Unaudited)
(REEZ) (REEZX) (REEZX)
Amounts at the end of last year FEREH 72,661 7,476 80,137
Increase in current period AEE & 58 287,369 26,493 313,862
Decrease in current period NER L 25 (296,866) (33,787) (330,653)
Amounts at the end of the period iR &5 63,164 182 63,346
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

) BA AR & B A R AR B =

For the six months ended 30 June 2023 &; = 202346 A30H Lt /<& A

23.0THER PAYABLES

23. b B K

As at As at
30 June 31 December
2023 2022
2023 F 1220224
6H30H 12H31H
RMB’000 RMB’000
ARBTR ARET T
(Unaudited) (Audited)
(REER) (EEZ)
Borrowings from Falcon Holding LP (“Controlling Falcon Holding LP ([ I8 B 3R |) & 3%

Shareholder”) (note) (KtaE) 322,173 —
Payables for projects TR 104,065 115,024
Accrued expenses EIREHA 49,159 68,395
Deposits and guarantees HeRRFS 34,841 36,716
Withholding payments RO FFE 9,363 7,418
Employee advance payment BIRRK 203 954
Total & &t 519,804 228,507
Note: Hiat -

Loans from Controlling Shareholder ERBREER
As at As at
30 June 31 December
2023 2022
12023 F #2022 F
6H30H 12A331H
RMB’000 RMB’000
AR T ARKEFTTT
(Unaudited) (Audited)
(REER) (')

Loans from Controlling Shareholder, secured and &% IR 6 50 - A LB ER

guaranteed 87,962 —
Loans from Controlling Shareholder, unsecured ¥ R E 7 - EIKIF R EER

and unguaranteed 234,211 —
Total A&t 322,173 —
By maturity date: REEBAA -

Loans from Controlling Shareholder, secured ERBRRER  BER

Within 1 year 1F AR 87,962 —

1-2 years 124 - —

2-5 years 2-5% — —
Loans from Controlling Shareholder, unsecured 3% % I 3R & 37 - L3 I £ 1R

and unguaranteed

Within 1 year 1F LA 234,211 —

1-2 years 1-24F - —

2-5 years 2-5%F - —
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEE- gk B

For the six months ended 30 June 2023 &; = 202346 A30H 1t 7~ & A

24.BORROWINGS 24. B

Borrowings from financial institutions TRBEBEN
30 June 31 December
2023 2022
2023 F 2022 F
6H30H 12A31H
Bank loans, secured and guaranteed RITEF BEBLEER 1,079,647 1,427,929
Other financial institution loans, secured HihemEEeEsR  a8FR
and guaranteed BHER 110,262 61,205
Total &%t 1,189,909 1,489,134
By maturity date: R B H
Bank loans, secured and guaranteed RITER  BEMRAER
Within 1 year 1FUAR 952,857 1,175,781
1-2 years 1-24F 50,716 150,716
2-5 years 2-5%F 76,074 101,432
Other financial institution loans, secured HihemgBEeER  aEFR
and guaranteed AR
Within 1 year 1FEAR 110,262 61,205
1-2 years 124 — —
2-5 years 2-5%F — —
Effective annual interest rate: BERFENE
Bank loans, secured and guaranteed RITER  AEMRAER 3.8%-6.14% 3.7%—6.5%
Other financial institution loans, secured HemEgEER  FEAR
and guaranteed BER 5.39%-5.65% 5.60%—5.65%

25.RELATED PARTIES AND RELATED PARTY 5. BB T RBEHRS

TRANSACTIONS

(1) Information on the parent company of the (1) 22FANEFQAER

Company
Percentage of  Percentage of voting

Name of Registered Business shareholding in the  right in the Company
the parent company in nature Registered capital Company (%) (%)

BARHELT BARHENT
BARER it EBME EE-N i 5 1R L 6 (%) # 3R RE L B (%)
Falcon Holding LP Cayman Private Equity 70.92 70.92

Islands Investment

Falcon Holding LP HEeHS LERERE
The ultimate controller of the Company is PAG (Pacific AAR LTS H 2 PAGCKNEE M)

Alliance Group)
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

25.RELATED PARTIES AND RELATED PARTY B.BEHIREHRS (B)
TRANSACTIONS (Continued)
(2) Information on the subsidiaries of the Company (2) XAFWFLATER
Major operation Percentage of Acquisition
Name of subsidiary place Registered in Business nature shareholding (%) method
Direct Indirect
B B (%)
FRARER TEREN it EBME EE % nEER
Shandong Fengxiang Yanggu County, Yanggu County, Production and sale of 100 — Setup
Industrial Co., Ltd. Liaocheng City, Liaocheng City, frozen meat products
Shandong Province ~ Shandong Province
WREHEXZERAA WREHHE ISR & B RRNHREE HES KL
R % MR %
Shandong Fengxiang Yanggu County, Yanggu County, Production and sale of 100 — Setup
Food Development Liaocheng City, Liaocheng City, frozen food
Co., Ltd. Shandong Province ~ Shandong Province
WREHRRER 15 & B I3 & B RRRMEE HES BV
ARAE 5 % 5 mE &%
Shandong iShape Food  Yanggu County, Yanggu County, Production and sale of 100 — Setup
Technology Co., Liaocheng City, Liaocheng City, frozen food
Ltd.x Shandong Province  Shandong Province
WREFRmEHE IS & B WIS A B RREMEE HEZ KL
BRATF R % MR %
Fengxiang Foods Japan Japan Consulting 100 — Setup
(Japan) Co., Ltd.
EHEmk gt Z]:N KN fEE KL
Yucheng Fengming Yucheng City, Yucheng City, Production and sale of — 100 Setup
Food Co., Ltd. Shandong Province  Shandong Province  frozen food
BHEBRRERAR LRESHD WRE BET RRRMEE HES R

*

For identification purpose only
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEE- gk B

For the six months ended 30 June 2023 &; = 202346 A30H 1t 7~ & A

25.RELATED PARTIES AND RELATED PARTY
TRANSACTIONS (Continued)

(3) Information on joint ventures and associates of
the Company

5. BB A RAEKRS (B)

(B) AAFMEENBELEFR

Percentage of Accounting
shareholding (%) for
investments Strategic
in joint to the
Name of joint ventures or  Major operation ventures or ~ Company’s
associates place Registered in Business nature Direct Indirect associates activities
B 6 (%) Hegh¥
RPELE HAQFED
REWME =BE
CRELENBECESE TELEN i it EBME EE i % BEE By MY
Yanggu Xiangyu Biological ~ Yanggu County, ~ Yanggu County,  Operation of organic 49.00 — Equity Yes
Technology Co., Ltd. Liaocheng Liaocheng fertilizers, method
City, Shandong  City, Shandong  microbial
Province Province fertilizers,
bio-fertilizers
BREREDREK I3 A B I3 A B B e £ BEaE =
ARLDA LR LR P A8 &

Interim Report 2023 # Hi § &

147



NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

25.RELATED PARTIES AND RELATED PARTY 2B BABAOTREBRS (B)

TRANSACTIONS (Continued)
(4) Related party transactions for purchase and
sales of goods, provision and receipt of labor

services

Table of purchase of goods/receipt of labor services:

(4 BEEm RUNEIEENERI S

REER BIXYBBERE:

Six months ended 30 June

BZE6A30HLA<MEA
2023 2022
Content of related party 20234 2022
Related party transactions RMB’000 RMB’000
R Bl TRABEIIAR AR®T T AR T T
(Unaudited) (Unaudited)
(REER) (R EZ)
Liaocheng Aode Energy Co., Ltd.* Purchase of natural gas — 43,295
Iys AR AL R A PR X A RIERAR
Qingdao Xiangguang Logistics Co., Ltd.* Settlement of logistics service — 1,375
fees
EBHEYRERLDA? EEMRE
Zhongke Fengxiang Biotechnology Co.,  Purchase of raw materials — 597

Ltd.*
FRBEEEDTRERNARA R BERM R E

The above related party transactions were conducted in
accordance with the terms mutually agreed between the
parties.

* The above related party transaction qualified as fully exempt
continuing connected transaction under Rule 14A.97 of the Listing
Rules.

# The maximum annual caps of the above related party transactions
for the year ended 31 December 2022 are more than 0.1% but
less than 5% of all applicable percentage ratios (except profit
ratio) under Rule 14.07 of the Listing Rules and constitute non-
exempt continuing connected transactions under Chapter 14A of
the Listing Rules. The Company has applied to the Stock
Exchange for, and the Stock Exchange has granted us, a waiver
from strict compliance with the reporting and/or independent
shareholders’ approval requirements or complied with the
disclosure requirements under Chapter 14A of the Listing Rules
for the above non-exempt continuing related party transactions.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
] BA 4 & B 5 R 3k M R

For the six months ended 30 June 2023 & = 202346 430 H L+ /<& A

25.RELATED PARTIES AND RELATED PARTY
TRANSACTIONS (Continued)

5. BB A RAEKRS (B)

(4) Related party transactions for purchase and (4) BEmm RENESEBENBEBRXS

sales of goods, provision and receipt of labor
services (Continued)

Table of sales of goods/provision of labor services:

(&)

HER R IRHEBERE

Six months ended 30 June

BZ6H30R LLAEA

2023 2022

Content of related party 20234 20224

Related party transactions RMB’000 RMB’000

k=D 25 AR ARBT T AR T T

(Unaudited) (Unaudited)

(REERZR) (R EZ)

Yanggu Xiangqi Biomass Power Sales of materials — 65

Generation Co., Ltd.

BREREMEEEER QA HEMHE

Zhongke Fengxiang Biotechnology Co., Ltd. Sales of goods — 2,353
REIBEEEM TG ERA T HE®m

Shandong Fengxiang Supermarket Co., Ltd. Sales of goods — 1,553
IWREHFBETERAF 6 7

Yanggu Xiangguang Copper Co., Ltd. Sales of goods — 77
BRI EGR QA HE®S m

GMK Holdings Group Co., Ltd. Sales of goods — 27
MEFEREEBREERA HE®m

The above related party transactions were conducted in LB R B E T B 1 M REUE

accordance with the terms mutually agreed between the
parties. The maximum annual cap of the above related party
transactions for the year ended 31 December 2022 is more
than 0.1% but less than 5% of all the applicable percentage
ratios (except profit ratio) under Rule 14.07 of the Listing Rules
and constitute non-exempt continuing connected transactions.
The related party transactions were subject to the reporting,
annual review and announcement requirements, but are
exempt from the circular and independent shareholders’
approval under Chapter 14A of the Listing Rules. The above
related party transactions qualified as de minimis transactions
under Chapter 14A of the Listing Rules for the six months
ended 30 June 2023 and is fully exempt from the independent
shareholders’ approval, annual review and all disclosure
requirements under Chapter 14A of the Listing Rules.

7o A & £2022%F12 A31 8 & [Z 1) B Bt
R &= FE LRACETHE A F14.07
BT BERAE D LR (BRI ERRIN B
BON%EENE%  WEKIFRRIFERE
R RB(EMBADE T TAE  ZE5H
MR PHBETHR FEEHEQAEHET
1B %A 5 38 <7 75 8 3 oK B 9B 7 AR R L E R E o
MBI S EE E202396 530 H 1F N A
AAFAECETRADE T HAZERERER
ZMGEH TERE(EMARNE T HAE
RENBLRRIE FEEENMARE
Eko
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BEES- 1 E g

For the six months ended 30 June 2023 &; = 202346 A30H Lt /<& A

25.RELATED PARTIES AND RELATED PARTY
TRANSACTIONS (Continued)

(5) Leasing with related parties

The Company as a lessee:

5. BB A RAEKRS (B)

(5) BHEERR

RRAFMEREBT

Six months ended 30 June

BIZ6H30R LLAEA
2023 2022
2023 F 2022
RMB’000 RMB’000
ARBTR ARBTT
(Unaudited) (Unaudited)
(REER) (REEZ)
Rental Rental
expenses expenses
Name of the lessor Type of leased assets paid paid
AT A HEEEREH ZHHES XNHEE
GMK Holdings Group Co., Ltd. Premises — 503
B EREEBEREMCAA FE
The leasing with related parties is a one-off related party BEHE S —REBABR S FexEH#AR

transaction which qualifies as a de minimis transaction and is
fully exempt from the independent shareholders’ approval,
annual review and all disclosure requirements under Chapter
14A of the Listing Rules.

(6) Borrowing from or lending to related parties

KFENRZ 2EHRET(ETRINDE +
MAE THYBRRMUAE FEEHRMAR

BT -

(6) AL EE I

As at As at

30 June 31 December

2023 2022

20234 #2022 F

6 H30H 12A31H

RMB’000 RMB’000

AR¥T T ARETT

Related parties Iltems (Unaudited) (Audited)

2 B HH (REEZX) (EEZ)

Falcon Holding LP Falcon Holding LP 322,173 —

Borrowing (note) A (B 7)

Note: The principal amount was RMB321,960 thousand, and the Mt -EpAe AR321,960F T 5 B AR K213

interest was RMB213 thousand.

1 50 SHANDONG FENGXIANG CO., LTD. WRB# R BB R D A
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

25.RELATED PARTIES AND RELATED PARTY
TRANSACTIONS (Continued)

(6)

(7)

(8)

Borrowing from or lending to related parties
(Continued)

The above related party transactions include borrowings (i)
qualified as a fully exempt continuing connected transaction
under Chapter 14A of the Listing Rules for financial assistance
on normal commercial terms or better and not secured by the
assets of the listed issuer group; (ii) conducted in accordance
with a loan framework agreement and the annual cap is more
than 0.1% but less than 5% of all applicable percentage ratio
(except profit ratio) under Rule 14.07 of the Listing Rules,
which is subject to reporting, annual review and announcement
requirements but exempt from the circular and independent
shareholders’ approval under Chapter 14A of the Listing Rules.

BEE- gk B

For the six months ended 30 June 2023 &; = 202346 A30H 1t 7~ & A

5. BB A RAEKRS (B)
(6) BB T ESIRME (B)

LR R S (BEEF) () ECLETHRAD
FETHARHRENTEHENFERERS
M PE - BRI B E BT A& — MBI EHEK
FEEGESE BAFFA LT ETAEENE
EERER  (NEREFTERBHIET  F
B ERMWCETARRD)FE14.07 & T8 AT E @
RAEDHEE(EFL RGN BIBOA%EER
5% BET(ETRIUDE +OASHE R
F FEEENREER BRR2EEEE

SRR A E K .

Compensation of key management personnel (7) BAREE A B H M
Six months ended 30 June
HZE6H30BILAEA
2023 2022
20234 2022 4F
RMB’000 RMB’000
AR TR ARBTT
(Unaudited) (Unaudited)
(REER) (REEER)
Compensation of key management PR E IR A B B
personnel 4,745 5,505
Share-based compensation LA B 17 7 E 8 &0 357 B 1,643 3,480
Total = 6,388 8,985
Other related party transaction (8) HiBABER B
Six months ended 30 June
HZ6H30BILA@EA
2023 2022
2023 F 2022
RMB’000 RMB’000
AR¥FT T ARBFT
(Unaudited) (Unaudited)
(REER) (REEZ)
Interest income: FBUWA -
GMK Finance Co., Ltd. BT EERAR — 14,394
Interest expenses: FEXZH :
Shandong Fengxiang (Group) Co., Ltd. IR ER (£E)EREE A A — 1,639
Falcon Holding LP Falcon Holding LP 6,101 —
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

26. TAXATION 26. BiIRE
() Main taxes and tax rates (-) EEBHEMHR R
Tax types Tax basis Tax rate
BnE BB =
Value-added tax The value-added tax payable is the difference between output 13% ~ 9% ~ 6%

tax (calculated based on the revenue from sales of goods and
taxable service income under the tax laws) and net of the input
tax that is allowed to be deducted in the current period

BED BUERTEAENHEEMNEN S BWARER T H H
ERE AHBRESHAFENNEENER  ZRITIRE
3 EH
City maintenance and Value-added tax actually paid 5%
construction tax
YA T AR R RE BB IEEN T
Education surcharge Value-added tax actually paid 3%
E B M RE BB EN T
Local education surcharge Value-added tax actually paid 2%
772 E 2 AN REBRBNIEEN T
Enterprise income tax Taxable income 25%
BEMSEH R P& AT PR S R AR
Resource tax Amount of water resources used RMBZ2/ton, RMB6/ton
IR KB REREFH AR /W AR
67T, M
Property tax 1.2% of the remaining value after the original property value 1.2%
less 30%
P EN %RFEERE—IRRR30%% R ME 8 1.2% 5T 51
Land use tax Actual land area RMB4/m?
o 3 5 A R BRI EEE AR 4T FK
Different enterprise income tax rates applicable to different FETRGEMSHMEMT B #HE
taxpayers are disclosed as below: TEARERAA -
Taxpayer Income tax rate
MBEERER 8B Bl =
Fengxiang Foods (Japan) Co., Ltd. 0% According to the
local tax regulations
EHEREmKA ST R E WA ORE

1 52 SHANDONG FENGXIANG CO., LTD. LR B # KRB BR A 7



26. TAXATION (Continued)

(Il) Tax preference

The Company and Shandong Fengxiang Industrial Co., Ltd., a
subsidiary of the Company, are entitled to the preferential tax
policy of “exemption from enterprise income tax for agriculture,
forestry, husbandry and fishery projects” from 1 July 2012;

The Company is entitled to the preferential tax policy of “VAT
exemption for agricultural producers on the sale of self-
produced agricultural products” from 1 August 2012;

The Company is entitled to the preferential tax policy of “VAT
exemption for feed products” from 1 January 2015;

The Company is entitled to the preferential tax policy of
“exemption from urban land use tax for land directly used for
production in agriculture, forestry, husbandry and fishery” from
1 December 2010;

The Company, Shandong iShape Food Technology Co., Ltd.* (1L
REFRMEHEBRAAF) and Shandong Fengxiang Food
Development Co., Ltd., subsidiaries of the Company, are
entitled to the preferential tax policy of “exemption from VAT
on free lending of funds between units within an enterprise
group (including enterprise groups)” from 1 February 2019 to

31 December 2023;

Shandong Fengxiang Industrial Co., Ltd. and Shandong
Fengxiang Food Development Co., Ltd., subsidiaries of the
Company, are entitled to the preferential tax policy of “VAT
exemption for fresh meat and egg products in circulation” from
1 August 2014;

Shandong Fengxiang Food Development Co., Ltd., a
subsidiary of the Company, is entitled to the preferential tax
policy of “VAT exemption for vegetables in circulation” from 1
July 2016.

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

] BA 4 & B 5 R 3k M R

For the six months ended 30 June 2023 & = 202346 430 H L+ /<& A

26. Bi1E (&)
() BE=R

ARABRRTFRAABILREHEEEZESR AR
202F7TRA1BRRE=XIE M- % REE
FHEEREHIFRKREREE

RABR2012E8A1BRERIEELEE
HEEEREMAHBUSER]HIRERKEK

KAFHR2015F1A1EEERARERR
B ER ] HRUREEBUR

KRABR2010F12A1BREEZEZBEEZAR
B M B - ANEERMRBUNELE
AR RBERBUR

A 0O

ARNAIRFRABIUREFERGEBIEERA
AlLRBEHERMERAER QA KR2019F2
B1H £2023F 12 A31E B =2 ¥ %
EREM(ELEER)CENESEEREE
TR REEED IR IKEETRR

FRAILRBHEEEERAA WRBEHFR
MERBRER AT N2014E8A1BRE [
EAEEMABRACHEER | RIKRESR
R

ERE AR DT N20164E

B IR ED R BB E B

FABRLREHR M
;/Ih@

TA1TBEZFRIHR
BB -
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEES- 1 E g

For the six months ended 30 June 2023 & = 202346 430 8 - /<& A

27.RISKS RELATED TO FINANCIAL INSTRUMENTS 27.HEmM T AMEBEHNER

The Company is confronted with various financial risks during its
operation, including credit risk, liquidity risk, and market risk
(including exchange rate risk, interest rate risk, and other price
risks). The above financial risks and the Group’s risk management
policies for the mitigation of these risks are as follows:

The Board of Directors is responsible for planning and establishing
the Company’s risk management framework, formulating the
Company’s risk management policies and related guidelines, and
supervising the implementation of risk management measures.
The Company has established risk management policies to identify
and analyse the risks faced by the Company, which provide clear
guidelines for specific risks and cover many aspects of market risk,
credit risk, and liquidity risk management. The Company regularly
assesses the market environment and changes in the Company’s
business activities to determine whether its risk management
policies and systems need to be updated. The Company’s risk
management is conducted by the internal audit department in
accordance with the policies approved by the Board of Directors.
The internal audit department works closely with other business
departments to identify, evaluate, and mitigate relevant risks. The
Company’s internal audit department conducts regular audits of
risk management controls and procedures and reports the audit
findings to the Audit Committee.

The overall objective of the risk management in the Company is to
formulate risk management policies to minimise the risks without
unduly interfering the Company’s competitiveness and resilience.

(1) Credit risk

Credit risk refers to the risk of financial loss to the Company
due to counterparties’ failure to fulfill contractual obligations.

The Company'’s credit risk mainly arises from monetary funds,
trade receivables, other receivables, and financial guarantee
contracts. As at the balance sheet date, the book value of the
Company’s financial assets represents our maximum credit
risk exposure.

As at the end of the Reporting Period, our financial statements
indicated that our monetary funds, excluding those deposited
with GMK Finance, were primarily deposited with state-owned
banks and other large and medium-sized listed banks with
good reputation and higher credit ratings. The Company
believed that there was no significant credit risk and almost no
losses resulting from bank default. As at the date of this report,
the monetary funds deposited with GMK Finance had been
fully provisioned for impairment at 100% due to the Company’s
insolvency and extremely low recovery rate.

SHANDONG FENGXIANG CO., LTD. LR B # KRB BR A 7

ARREGEBETERSELRAR FAA
g RBEERAT SRR (ZEEEBR - F
LB KA (B AR IR o L% B AL IR A R A
DR AR RS L R TR ER A BB IR B I
i -

EFEERERIAYBRYARANEREIRER
HERABNERERRRNBREESILEER
REEERORITER - ARACHERREE
BUSR LA 38 31 R0 3 AT A8 & B PR TED B B0 R B - 4B Lk
REERRYEERBRETTHERE BET
miEER ERRRMNABERREREEES S
e ARBERFEMERERARBLE LD
WELUATREHREABREBERERRGETE
Mo ARAHNEARERAANEFBAARRES
EHENBRAR - ABEAFIRBELAR T
HMEBEHPINRET A (EARBR - 5B M AR & A
BAE B - AN B R AR E AT R P 3L B B IR AE I K
REFETEMNEZ UHERERLBARF
MEFZES -

ARREBREENEEEREETBELE A
BEANNEENNBERT @ HERAERERR
B B IR IRR e
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EREBREIZHFREBTAREHKM
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EBEXRE ARrzREEMNEEEED
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AABBHRTBREINREEE SRR
BHBHEARBIN TEAGTHABER
FUHEEESEATRANRBERTMEMK
FAEERRITHRITER S AQRARABET
GEEAMEARR &TTeELRIENT
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RIERFBEMBRARNERES  AHE
HUBAREEAEMEN RARIEBES
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

27.RISKS RELATED TO FINANCIAL INSTRUMENTS
(Continued)

(1)

()

©)

Credit risk (Continued)

The Company ensures that the Company’s overall credit risk
is within control of the Company through quarterly monitoring
of existing customers’ credit ratings and monthly review of
trade receivables aging analysis. When monitoring the
customer’s credit risk, we group them according to their credit
characteristics. Customers rated as “high-risk” will be placed
on the list of restricted customers, and the Company can only
sell them on the premise of additional approval in the future
period, otherwise they must be required to pay the relevant
amounts in advance.

Liquidity risk

Liquidity risk is the risk that an enterprise may encounter
deficiency of funds in meeting obligations settled with cash or
other financial assets delivery. The Company’s policy is to
ensure it has sufficient cash to settle the debts when they fall
due. The Company’s finance department centralized control
on liquidity risk. Through monitoring cash balance, readily
realizable marketable securities and the rolling forecasts of
cash flow for the next 12 months, the finance department will
ensure the Company has sufficient fund to settle its debts
under all reasonable foreseeable circumstances.

Market risk

Market risk of financial instruments is the risk of fluctuation in
the fair value of financial instruments or future cash flow
arising from changes in market price. Market risk includes
exchange rate risk, interest rate risk and other price risk.

Interest rate risk is the risk of fluctuation in the fair value of
financial instruments or future cash flow arising from changes
in market interest rate. The Company’s interest rate risk mainly
arises from short-term bank borrowings.

As at 30 June 2023, if the interest rates of borrowings with
floating interest rates increased or decreased by 100 basis
points with all other variables held constant, the Company’s
net profit will decrease or increase by RMB3,925 thousand (30
June 2022: RMB5,950 thousand). The management is of the
view that 100 basis points reasonably reflect the reasonable
range of possible changes in the interest rates in the following
year.

] BA 4 & B 5 R 3k M R

For the six months ended 30 June 2023 & = 202346 430 H L+ /<& A

27. R T EAHBE A (&)

(1) ERRE(E)

RABBHCEATFEATANTEREN
K W AR R D ATEY A R B ZORIER A A
MERBERRRENENGENRN - EEEE
FPHERERE REREFPHNEREHBYEH
DE-BWIARIGRRIBINEFERER
REIFEPRE®R  WERBEREIMIENA
BT AR A ERKARASERE &

Al A BSKE IR B SO AR FE SRR -
(2 REEERE

mEBMERER TREROCEEBITUAINEAESSK
HiteRMEENTALENEBRHELEESD
BROER - ARBNBEREERES TR
MREUERINRER - RBERBREARQ
A BRI SR R o BA TS RRPT BB BE 42
RemfE AHBZANEGEEFURYER
FK1R2EARSREN RN ERAFE
MEGEBRANBEATHERRNESERE

(EOEN
(3) miEE kR
ERTANTSAREEEHRTANAAE

BRARRCRERTIZERZ B M LK

Py - BIEEZER M X ERNEAw
B8R -
FERER REESBIANALEBEIKRRK

ReRERTHENELYHRERDHE
% o K2 ) G 60 FI % LR 3 BAOR R

o

REER

M2023F6A30H  FEMEERFTIER
BT - an R LAF B FI R 5T B8 18 5 F £

£ F sk TR 10018 & 2 B AR 2 A 69 F R E
#5988 18 hn A R #3,925 T JT (202246 A
30H : AR¥5,950F L) © B2 E 7R 4 100 &
EXAERMT T —FEFEATAEE £ &
WAIEHE -
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BEES- 1 E g

For the six months ended 30 June 2023 &; = 202346 A30H Lt /<& A

27.RISKS RELATED TO FINANCIAL INSTRUMENTS
(Continued)

(3) Market risk (Continued)

Exchange rate risk refers to the risk that the fair value or future
cash flow of a financial instrument will fluctuate due to changes
in foreign exchange rates. The Company tries to match the
income and expenditure in foreign currencies in order to
reduce the exchange rate risk. During the period and the
previous period, the Company entered into certain forward
exchange contracts for the purpose of hedging exchange rate
risk.

28.COMMITMENTS AND CONTINGENCIES

1. No significant commitments are required to be disclosed
during the period.

2. No significant contingencies are required to be disclosed
during the period.

27. e BT EEBENERR(B)

(3) mEER (E)

EXxER TEESMIANALEEIRRK
BamERNERE X Z8)im%EEREHHR
o RN A) 2R AT BE A SR WA B SR 32 AR
Ut A PR R E R - RAHI R B A
RAIRFTHORYSNESH - LD EE
TEBROBH -

28. A RBBEEHE

1. AEFERENEEAHER -

2. AEFERENEENREEER -

29.SHARE CAPITAL 29. fg 7

As at As at
30 June 31 December
2023 2022
A 2023F 120224
6H30H 12H31H
RMB’000 RMB’000
ARBT T ARETT
(Unaudited) (Audited)
(REEXR) (EE%)

Registered, issued and fully paid: Bl BITRARRAE

1,400,000,000 shares of RMB1.00 each 1,400,000,000 %

HFiEARE1.00TH G 1,400,000 1,400,000

SHANDONG FENGXIANG CO., LTD. WRB# R BB R D A
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Shandong Fengxiang Co., Ltd.
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