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':: Major Financial Indicators and Key Operating Data

The following financial statements, notes and discussion and analysis WREHBRDERIA(RQRIHRERSG] RE
of Shandong Fengxiang Co., Ltd. (the “Company” or “Fengxiang” MEBARITAEE]) A THBERRE MW RilHm
together with its subsidiaries, the “Group”) contain certain amounts and EomeRETHEOBRNBERAE LEFT - Bt
percentage figures that have been subject to rounding adjustments. ETEBRIPEF " RETALEBELANHETHE
Accordingly, figures shown as totals in certain tables may not be an fl4ax - MAAAS rReRERMAOSE -

TENRERRTELESHE

arithmetic aggregation of the figures preceding them and all monetary

amounts shown are approximate amounts only.

KEY FINANCIAL DATA

FTEMKEE
Six months ended 30 June
HZE6H30RALEANEA
2024 2023
2024 2023 F
RMB’000 RMB’000
ARBT R ARBFT
(Unaudited) (Unaudited)
(REER) (RigER)
Revenue WA 2,654,039 2,436,545
Gross profit X\ 237,414 282,227
Profit before biological assets fair value adjustments EMEEARBEAZENFE 59,511 71,792
Net profit eI 60,094 82,095
Net profit attributable to shareholders of FBYARIKRERN
the parent company FAE 60,094 82,095
Basic earning per share (in RMB) BRERBFN (ALK T) 0.04 0.06

Interim Report 2024 FHA%R &
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Major Financial Indicators and Key Operating Data (Continued)
TENREERTELLEHE (B)

KEY OPERATING DATA

White-feathered broilers bred White-feathered broilers processed
APYREFESE APREMTE
unit: million birds unit: million kg
By EEBE By BETR
85.1 192.1
159.0

e
N

N

Six months ended 30 June 2023 Six months ended 30 June 2024 Six months ended 30 June 2023 Six months ended 30 June 2024
B ZE2023F6A30H L~ EA B ZE2024F6A30H LL~EA B ZE2023F6H30H L<EA HZE2024%F6A30A ~EA
Sales volume of processed chicken meat products Sales volume of raw chicken meat products
FEMTHARMEE SHAMMEE
unit: million kg unit: million kg
By BETR By BEBTR
73.0
60.8 106.4 131.5
‘\°I° %o
! y ! >8]
Six months ended 30 June 2023 Six months ended 30 June 2024 Six months ended 30 June 2023 Six months ended 30 June 2024
B Z2023F68308 IE5E A HZE2024F 68308 IE~E B HZ2023F6H30H LA B HZE2024F6830H IE75E B

Sales volume of chicken breeds
BHHEE
unit: million birds

By 5BE

14.2
4.0
4
7. 70/0
L Y
A % I|
o .1&}'

Six months ended 30 June 2023 Six months ended 30 June 2024
B ZE2023F6H30H L~ EA B E2024F6H30H LL<EA

6 SHANDONG FENGXIANG CO., LTD. LR B # B 43ER A A
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In January, the “/27(iShape)” (“iShape”) chicken breast brand
won the grand prize — the 2023 Excellent New Consumer Brand at
the China Retail Eco Conference and 2024 Future Retail New Year
Celebration.

1A EPBRTERARSBE204RRTEBLFRA L [BF
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Major Events

RERL

CP&CJTF . auz“

O e VI £

WERBRRENARLT

In March, Shandong Fengxiang Food Development Co., Ltd.
was awarded “Liangzhilong 2024 12th China Food Ingredients
E-commerce Festival Quality Enterprise Recommendation”.

BH LRAHRMRERARAAERIR 2ME20245 + — &+
BRIV ERSHELDLXERIKE -

WA AR IEE B AT B 2 il -

QRN ok 1f 1% % A ok

i A A
= 0=mE=H

In March, at the Second Wuyue Forum of Broiler Industry and
Shandong Broiler High Quality Development Conference, the
Company was awarded the honourary title of “Outstanding
Enterprise of White-feathered Broiler European Index” by virtue of
its excellent breeding performance.

3A KEE_EAEEXTEWREBLRAESEERRAY
P ARRABFBREERENEERE ESIAPAREREES L
KRB -

In February, Shandong Fengxiang Food Development Co., Ltd. received a gratitude letter from the Training Bureau of the General
Administration of Sport of China. The letter specifically pointed out that “/&l # & & (Fovo Foods)” (‘Fovo Foods”) had given important
material support to the Training Bureau with high-quality “Sports ® Training Bureau National Team Athletes’ Preparation and Assurance
Products”, and actively contributed to the development of the sports industry with high sense of social responsibility, demonstrating the
enterprise’s family and national sentiment and its great love and responsibility.

2R WRBHARREREBRAFKRE TRENREREAELERIIKRBOEHE - EHFHIEL  [BH R & (Fovo Foods) ([HE#
BRDUASEENBE - IIABERFEDERERBEERI A TIRREENYEIR USELSEETREGHNEES

Interim Report 2024 FHA%R &
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Major Events (Continued)

RER (&)

APRIL
R

In April, the Company held the Fengxiang Postdoctoral Research Project
Review Meeting passing the opening report of the project of Research on Drug
Resistance Mechanism of Common Poultry Pathogenic Bacteria and Research
and Development of Highly Efficient Green Antimicrobial Agent. The Company
relied on the close cooperation with various scientific research institutions
and universities, maximised the advantages of postdoctoral research station,
attracted more doctors who master key technologies into the station, deepened
the development of the integration of industry and education platform, so as to
boost the high-quality development of white-feathered broilers industry.

AR ARFERBHBLAMARETES BAT(EERRREME
I R B AR LR A AR 3 ) IR RE R RE IR S o AN R RAR AT ELE R
B ARNETAE RRCBEEBLANMMAIFERNFTEED  RIE
ZERBRBMOBLEN FMEXBEGBR DHAPAREXSH
BERR-

In May, Fengxiang supported the 2024 Yanggu County Staff
Half Marathon. With product attributes of being low-calorie,
delicious, convenient and ready-to-eat, iShape easily garnered
fans from runners and brought the dual support of health and
deliciousness to the vast participants.

57 BEKMDE) 20245 BEB T+ EFURE  EVE
RERXZK ERIARIEREBL ERENEIRK &
BEEXKNEERHTHRERSEL -

MAY

® =:

SHANDONG FENGXIANG CO., LTD. LR B # B 3ER QR

JUNE
~NA

In June, the black garlic flavoured chicken nugget was
successfully developed and supplied to customers in bulk. The
crispy squid ink-flavoured breadcrumb is wrapping around the
crispy and juicy chicken breast with black shell and white meat,
the colour of which forms a strong visual aesthetics. Its crunchy
and tender meat with light garlic aroma whets people’s appetite
and brings back memories.

67 BREAKERFAEXNDIMUSHREES - HEBIER

BAEEE BREREEANERA BRI AEA
%‘ EEHABAEKBRGERE  BRBRBIAKXFEZA
BEOARF EKRES -

L 7 L A 453 7 L 22 550 0 5 A Ak 4 U
e A B BN R R S

In May, Fengxiang invited the “Promote Law into Enterprises” legal
lecture team of the People’s Court in Yanggu County to carry out
special training activities on integrity in practice with the theme of “Guard
the Bottom Line of the Law, Prevent Job-related Crimes”. Fengxiang
has promoted the modernisation of the corporate governance system
and governance capabilities on the trail of law, and comprehensively
enhanced the enterprise’s ability to resist risks.

50 BHREBNDBBSGREARERZZECDEREHEARLD
ARRTTERITEERER ?EKEH%%F?E%EJE’JJ%%&E%ﬁ
Eéiﬁ IEE - BRROHEZANE LHEEQRRERRTG
EHBRALE 2EREALERARESN -



Management Discussion and Analysis

COMPANY PROFILE

Introduction

The Company is the largest white-feathered broiler meat exporter and
the leading retail enterprise of chicken meat food in China, 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 whole process
starting from the breeding of broilers to the distribution and sale of
chicken meat products.

SRR E &R

AEEFZMAFPRILE FZEFAPARBLEER
HERNTIBENEREFEEAR T - TZERBIE()
FIMTHARS  )EBARR  INEE - R(iv)E
fib o RIEFBEATISEMELMAIN  REB IS
FRALTEHRAOEHOER  mMAAX . BFRADR B
MR -BE RHRFNENEINEFEHESRE
EEENER AEBENAPEAZREBFHERE
FENETFERE -

AEBRA-BLEIERSIERZ IR AEEEE
WEHEBEPERNESERR KMAEXEERR
NEBHEIEARROBELHEREARENEER
FXAS o

Interim Report 2024 FHA%R &

9



10

Management Discussion and Analysis (Continued)

EEEFNWR 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 2024 (the
“Reporting Period”), the sales volume of processed chicken meat
products increased by 20.1% to 73.0 million kilogram (“kg”) (six months
ended 30 June 2023: 60.8 million kg). For the six months ended 30
June 2024, the revenue from sale of processed chicken meat products
(after elimination of inter-segment transactions) grew by 15.2% to
RMB1,416.6 million (six months ended 30 June 2023: RMB1,229.5
million), representing 53.4% 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 2024, the sales volume of raw chicken meat products
increased by 23.6% to 131.5 million kg (six months ended 30 June
2023: 106.4 million kg). For the six months ended 30 June 2024, the
revenue from external sale of raw chicken meat products increased by 6.3%
to RMB1,153.1 million (six months ended 30 June 2023: RMB1,085.1
million), representing 43.4% of the Group’s total revenue.

SHANDONG FENGXIANG CO., LTD. LR B # B 3ER QR

%7']'%/'\;1_

F TR ia

AEBENBHERR B EKIAEEWU Genglu)] &
BHEEAMIEAZR - FNITERNERBIEEAR
REG ZFRNYAREDEAREAZR - ZFFEM
TERTRBIRR RTEMIAEME - AEER
M ITHAEERMERMNERANBERFHE
WABILE = HHERERE - BA: ﬂA%%u%ﬁﬁ.%EDﬁ
ZFARRERAREARGF HMEZ2EATHES (&
KEHBERR ﬁﬁﬁﬁ%*ﬁ%ﬁa%imhr\é%ﬁm%&é
REAARER) - HEAXARERBELNTI 2E
FREANEE(ZREREBERRANSRESR LR
BRE—FSINT(BEBE & EREShE)HER
FARER) FARBEAXMFEAEEANES TRE
NEFRARMAK - NEETIREEL N IO A
HRM BERAERE - HE2024F6 4308 1L/~ 1E
AUHREH]) FNIEALLMIEEILR201%E
73088 TR(F=]) (B ZE202346A308 1t~
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B)EEI52%E AR1,416.6 5 & T (H £20234F6
B30HIEANEA: ARM12205F&E L) EAREE
@I A #53.4% °

EtBRARm
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B SR ES R - B 220246 A308 IENE A
SHARRHNIEEER23.6%E13158 & T = (&
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20246 A30B IENAR - HINEELEHAR RS
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Management Discussion and Analysis (Continued)

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 2024, the sales volume of chicken breeds decreased by 71.7%
to 4.0 million birds (six months ended 30 June 2023: 14.2 million birds).
For the six months ended 30 June 2024, the revenue from external sale
of chicken breeds decreased by 73.9% to RMB9.7 million (six months
ended 30 June 2023: RMB37.4 million), representing 0.4% of the
Group'’s total revenue.

Other Products

The Group sells other products, including the sale of eliminated broilers
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 decreased by 11.8% to
RMB74.6 million for the six months ended 30 June 2024 (six months
ended 30 June 2023: RMB84.6 million), representing 2.8% of the
Group’s total revenue.

BUSINESS REVIEW

In the first half of 2024, the white-feathered broilers industry was in
a prolonged stage of “grinding at the bottom” of the cycle due to the
dual impact of supply and demand. For the breeding section, the
price of raw materials such as corn and soybean meal continued its
downward trend, leading to further improvement in breeding costs. For
the processing and sales section, consumption of chicken was weak
and the performance of all channels was sluggish, causing the price of
chicken products to fall to a new low in the past three years.

In the first half of 2024, Fengxiang adhered to the development initiative
of three “continuance”, fully leveraging the advantages of integrated
industry-chain business model and multi-channel penetration,
strengthened the loyalty of major customers, prioritised the refined
management of each section, and continued increasing its efforts to
reduce costs and improve efficiency, which enabled relative remarkable
improvements in overall operation and management.

BEEEN®E D (&)
B

AREBEHEE—BHrHBEEFR LLANEE FTEMBE L
FE=F URAEKNAE AEBNBEEESERNET
SRINEETFTHEB - ASBREHMERREM
REEBKEEWABYE - H)HEHE -2
20246 A30H IEANEA BHEMNHEERDTII%E
40E BE(HZ=2023F6 A30B 1L~ A : 142B 8
£)o HE2024F6 308 IFNEA - HINEEHE
WM ARAP73.9% = ARMEQ7THE & T (H £20234F
6A30BIENER: ARBITAEE L) HAEER
U A #90.4% °

HthE da

AEFEEEEMER REHEAAERBEAEE
NEHFRENZHEE FERWHEE BN REKR
FERANEERNHE) EEMBMEHNEBEER -H2
2024F6 A30R I XA A - HIMEEEMERFK
A 11.8%E AR K746 HE T (H £202346 A30
BIEANTEA: ARBSIGEEL)  EAEEBZLIA
#]2.8% ©

E 3 JC)
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MLEE BEMKBRAERNE  BRELERK
FESBARNKE -
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Management Discussion and Analysis (Continued)

BEEEN WK (&)

In the first half of 2024, the Group achieved sales revenue of
RMB2,654.0 million (the first half of 2023: RMB2,436.5 million),
representing a period-on-period growth of 8.9%. The net profit
amounted to RMB60.1 million (the first half of 2023: RMB82.1 million),
representing a period-on-period decrease of 26.8%.

The Group has advantage of multi-channel penetration and continuous
growth in revenue from export business and major customer business;
has enhanced its production efficiency and lowered the cost through
refined management enhancement by the management personnel
and all employees; and has seen decline in the price of raw materials
and improvement in breeding efficiency, leading to further reduction in
breeding costs.

Although the sales volume of chicken meat products increased, there
is a weak end-consumer demand for chicken, resulting in a decrease
in the average selling price of chicken products, which contributed to a
decrease in net profit.

Business Highlights:

1. Centralised Procurement Business Continued its
Growth Momentum

During the Reporting Period, the centralised procurement
business achieved sales revenue of RMB646.3 million (six
months ended 30 June 2023: RMB511.2 million), representing a
period-on-period increase of 26.4% and accounting for 24.4% (same
period: 21%) of the overall business.

During the Reporting Period, the Group continued to promote
refined management, optimise the production and processing
section and formulas of its products and enhance the level of
automation to achieve cost reduction and efficiency enhancement.
Meanwhile, the Group continued to upgrade and transform its
existing equipment to further enhance the production capacity of
its factories. During the Reporting Period, the Group continued
to explore the growth potential of its large customers and focus
on building major single products, while actively exploring new
channels and new customers, realising the rapid growth of its
centralised procurement business.

SHANDONG FENGXIANG CO., LTD. LR B # B 3ER QR

2024F ¥ F AEEERHEERAAR2654.0
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Management Discussion and Analysis (Continued)

The major customer business supplies chicken meat products to
international Western-style fast food chains in Mainland China for
the Group and is a key component of our centralised procurement
business.

During the Reporting Period, the major customer business under
the centralised procurement business achieved revenue of
RMB500.5 million (six months ended 30 June 2023: RMB375.7
million), representing a period-on-period increase of 33.2%.

During the Reporting Period, the Group continued to implement
its full collaboration with major customers, deeply integrated
into the supply chain system of major customers and efficiently
synergised with major customers in the sections of research and
development (“R&D”), quality control and information sharing.
While optimising the processing flow and techniques of mature
products, the Group seized incremental opportunities by driving
the iteration of new products of major customers with its R&D
advantages, promoted the supply of all types of products,
followed major customers’ steps in opening shops to gain a
foothold in new markets, and achieved rapid growth in both sales
volume and revenue.

The Leading Market Position of Export Business was
Further Consolidated

During the Reporting Period, the sales revenue from the export
business of the Group amounted to RMB765.8 million (six months
ended 30 June 2023: RMB637.8 million), representing a period-
on-period increase of 20.1% and accounting for 28.9% of the
overall business (same period: 26.2%).

In the first half of 2024, China’s exports of chicken meat
showed rapid growth. With more than 30 years of experience
in serving overseas customers, the Group has formed a strong
moat in terms of brand loyalty, product quality assurance,
comprehensiveness of service system and market influence,
and has been the largest export supplier in the white-feathered
chicken industry in China for consecutive years.
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During the Reporting Period, the Group promptly adjusted its
internal management structure in accordance with the changes in
the export business to better adapt to the needs of international
customers and business development. In the face of complex
international situations such as geographical conflicts, rising
freight costs and the Group’s tight production capacity, the
Group continued to develop overseas markets and strengthened
interactions with overseas customers, thus realising an increase
in performance and volume in various segments of the overseas
markets and further consolidating its leading position in the export
business.

Retail Business Remained as a Leader

The retail business achieved sales revenue of RMB202.2 million (six
months ended 30 June 2023: RMB231.3 million), representing a
period-on-period decrease of 12.6% and accounting for 7.6% of
the overall business (same period: 9.5%).

Among which, the share of iShape in the retail business
increased from 58.3% for the same period to 59.3%, continuing
to play a major role in the Company’s retail business.

During the Reporting Period, iShape further expanded its
consumption scenarios and promoted the “multi-temperature +
multi-protein” strategy, successively launching a series of new
products such as skinless chicken thighs at room temperature,
bouncy chicken breast meatballs, chicken breast bean curd
rolls, and original-flavoured beef. At present, the proportion of
iShape’s room temperature products has reached 28%, and the
brand continues to maintain its leading position in the market as a
whole.

On this basis, iShape has focused its marketing efforts on the
young customer base and launched a number of co-branded IP
products that have achieved good market performance, further
expanding the room for future growth.

Besides, during the Reporting Period, iShape cooperated with
Costco in China, the largest membership chain store in the United
States. At present, the new products customised and developed
by iShape for Costco have been launched in all of its stores in
China.
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'7 Management Discussion and Analysis (Continued)

Development Measures: Continue to Promote the
Refinement of Management and Efficiency of All
Aspects Improves Steadily. Continue to Deepen Channel
Penetration and Expand Market Share. Continue to
Accelerate the Construction of Talent Pool and Increase
Organisational Vitality.

1. Development Goal:

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

We will continue to maintain balanced multi-channel development
and expand production lines. We will maintain our industry
leadership in the export business and enhance profitability and
international influence. We will continue to increase customers’
loyalty, actively understand customer needs, continue to enhance
product quality, launch new products and increase our market
share.

We will continue to enhance the quality of breeding and drive
the growth in breeding capacity steadily, and ensure the healthy
enhancement of supply chain management capabilities.

We will continue to accelerate the construction of talent pool,
increase organisational vitality, accumulate organisational core
competencies, and create an organisational culture that dares to
meet the unknown and challenges.

2. Development Measures:

In the second half of 2024, the Group will adhere to the three
principles of “continuous” and further enhance the Company’s
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 Efficiency of All Aspects Improves Steadily’:

At the breeding end, we will continue to promote refined
management in all aspects. In the hatching process, we
will further enhance the production performance of breeder
hatching and reduce the cost of chicks; in the commercial
breeding process, we will further improve the efficiency
of broiler rearing; in the procurement and feed production
process, we will continue to optimise feed formulations
to continuously reduce the impact of raw material price
fluctuations on breeding costs.
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Management Discussion and Analysis (Continued)
EEEN®RD T (E)

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

At the R&D end, we will enhance the depth of our synergy
with customers’ business lines, proactively understand
customer needs, continue to introduce new products,
optimise the efficiency of existing products and increase
customer share.

At the operation end, through the integration of all links
of operations, we will optimise and improve the allocation
of orders, warehousing and logistics, further reduce
warehousing and distribution costs and improve delivery
efficiency to reduce operation costs.

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

In the second half of 2024, the Group will make use of
information technology and digitalised measures to assist
the Company in effectively tracking and analysing the
indicators in the process of production and operation
through big data management system, so as to provide
effective assistance for the implementation of refined
management.

SHANDONG FENGXIANG CO., LTD. LR B # B 3ER QR

EMI #HERBIFITEMNMEIAR
TEXRENEL BAEAELE  FAE
BREERMBRARITREOESF
A - BERMBARNELCRARMNER
BEHAEE BBTIMEREERENT
DN

s R R TP EXERENHRR
B XITBHTHREPTR  TEHLH M-
BIERBERNRE -REEFPNE-

E2ER BAERMOZLENES B
TMRAFE - BEREYMRNOOE  E—F
BREREKARRESRAREX  BRELE
B

FH HREERFHMS KMER
BERBEBNESIRY - A FHERTR
MIHEARBERLY  HERTAEE
HEMBA -

2024 T F - AEEBNBESL
B EFR BEABEBEEERSZHIA
AHLTERERRTHNERETAERE
BEDSH REBBALCEERRHEBR
i



2)

(3)

Management Discussion and Analysis (Continued)

“Continue to Deepen Channel Penetration and
Expand Market Share”:

For centralised procurement business, we will continue to
strengthen our comprehensive business capabilities and
business scale for major customers and regard this as a
start to continuously expand the centralised procurement
business facing the catering industry and the convenience
store system, and provide food and beverage, retail and
corporate customers with quality centralised procurement
products.

For export business, we will continue to optimise products,
services and channels of our export business, and
consolidate 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 services and achieve diversification of
channels.

For retail business, we will continue to develop the
business through online and offline collaboration and
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 three
principles of “continuance”, the Group realised the
mutual promotion between the domestic market and the
international market. Great synergy is created among the
retail business, the centralised procurement business
and the 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.

“Continue to Accelerate the Construction of Talent
Pool and Increase Organisational Vitality”:

In order to achieve the goal of high-quality development,
enterprises need to be supported by a high quality talent
team. In the face of a complex and uncertain domestic
market and an international environment full of changes
and conflicts, in the second half of 2024, the Group will
take practical and effective measures such as equity
incentives to continue to accelerate the construction of
talent pool, increase organisational vitality, consolidate core
competencies and create an organisational culture that
dares to meet the unknown and challenges.

(2)

(3)
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Management Discussion and Analysis (Continued)

BEEEw R (&)

FINANCIAL REVIEW
Overall Performance

In the first half of 2024, the Group experienced an increase of 8.9% in
revenue as compared to that of the first half of 2023. Compared with
the corresponding period in 2023, there was a decrease of 15.9% in
gross profit and a decrease of 26.8% in net profit. The basic earning
per share was RMBO0.04 for the first half of 2024. Set out below is the
detailed information on the fluctuations in the Company’s results for the
six months ended 30 June 2024.

Bt 7% B B8

BEXAE

R2024F F¥F AEEB U A EK2023F £ FF18
£8.9% ° 12023 4F [ HAAE Lt + EFE R 2 15.9% « F

M E R 26.8%

c2024F ¥ FNEREABNABA

R¥0.047C ° H £2024F6 A30H IE/N@ A » ANARQ &
EBELFSNFBIHINDOT -

Six months ended 30 June

HZ6H30BILAEA

2024 2023 Change

ltems EA 2024 F 2023F 3

RMB’000 RMB'000 (%)

AR¥T T ARET T (%)

(Unaudited) (Unaudited)
(REER) (REEEZ)

Total operating revenue EEX PN 2,654,039 2,436,545 +8.9

Operating costs A 2,416,625 2,154,318 +12.2

Selling expenses HEEBER 79,017 84,768 -6.8

Administrative expenses EEEMA 61,942 52,892 +17.1

R&D expenses s A 12,314 13,142 -6.3

Finance costs % E A 32,356 41,667 -22.3

Other gains H b U 2% 1,463 4,821 -69.6
Profit before biological assets fair value EMEEARBESR

adjustments bl /FEE] 59,511 71,792 -17.1

Total profit A E 48 20,950 83,726 -75.0

Income tax expenses Fr 1% %R ;%? H (39,144) 1,631 N/A

Net profit i lbE 60,094 82,095 —26.8

Gross profit EFE 237,414 282,227 -15.9

Gross profit margin FEH = 8.9% 11.6% -22.8

Net profit margin F F = 2.3% 3.4% -32.8
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“Management Discussion and Analysis (Continued)

Operating Costs

The Group’s operating costs increased by 12.2% to RMB2,416.6 million
for the six months ended 30 June 2024 (six months ended 30 June
2023: RMB2,154.3 million), mainly due to an increase in processing
and sales volume of the Group.

Administrative Expenses

The Group’s administrative expenses increased by 17.1% to RMB62.0
million for the six months ended 30 June 2024 (six months ended 30
June 2023: RMB52.9 million), mainly due to an increase in employee’s
remuneration resulted from the implementation of the Company’s
incentive mechanism for stabilisation of the management team.

Selling Expenses

The Group’s selling expenses dropped by 6.8% to RMB79.0 million
for the six months ended 30 June 2024 (six months ended 30 June
2023: RMB84.8 million), mainly due to the Group’s implementation
of a prudent development strategy, which improved the efficiency of
investment in the new retail business, leading to a decrease in selling
and marketing expenses.

R&D Expenses

The Group’s R&D expenses decreased by 6.3% to RMB12.3 million for
the six months ended 30 June 2024 (six months ended 30 June 2023:
RMB13.1 million), mainly due to the Group’s active optimisation in the
structure of product R&D and the integration of R&D projects.

BEE W R (&)
BERA

RNEBHE2024F6 A308 (E N8 AL ERAN LA
122% = AR ¥2,416.6 8 8 o (H £2023F6 A30H
ERNEA: ARE21543BET) TEHRNAEE
M REESREE M-

EEER

ANEFEEHE2024F6 A30B I NEAAEEER LF
171% = AR%62.08 Bt (B £202346 A30H 1-73
MA: ARKES 298 &) TEHRARA A B
Bl BrERER  BRIHFBENEE-

HEEBR

REEHZE2024F6 A308 L XEAEEER TR’
6.8% % ARM79.08 &t (B £2023F6 A30H L~
BA: AR¥84BEETL)  TEHRNAEBEHERT
BREERE EHSEEBORBRERA - XK
HEREHBRATE

mEER
RNEBEBE2024F6 A30R ENBEAAHZEER TR
6.3% = AR #1238 & T (Bt £202346 4308 1E7X

BA: ARB1BIBEL) TZ2ANEAKEEGHE
tERMBEEBRECMBEREBME -

Interim Report 2024 FHA%R &

19



Management Discussion and Analysis (Continued)

BEEEw R (&)

Finance Costs

MBER

Six months ended 30 June

HZE6H30ALA~EA
2024 2023
2024 5 20234
RMB’000 RMB’000
ARMT ARET T
(Unaudited) (Unaudited)
(REER) (REEEZ)
Interest expenses FEEA 32,969 48,613
Including: Interest expenses for lease liabilities Edh - HEBEMNEER 5,681 6,073
Interest income 8 U A (2,095) (2,734)
Exchange losses e 5 B1E (7,733) (3,956)
Handling fees and others FEBREAM 9,215 (256)
Total &5t 32,356 41,667

AEBEEE2024F6 A30H L NEAVBERTE
223%EARMT32457 8T (BE202346 A308 1£/X
BA: ARBMTEET) TEARAEERE(E
WAEHE - PR KRR -

The Group’s finance costs decreased by 22.3% to RMB32.4 million
for the six months ended 30 June 2024 (six months ended 30 June
2023: RMB41.7 million), mainly due to the improvement of the Group’s
borrowing structure resulting in the significant decrease in interest
rates.

Income Tax Expenses FrEHE R

REBE 202456 A30H LB A SR ERES
ARM-3918 & T (B £2023F6 8308 1L /~@A :

AR¥16BERL) FTEAHMBHMBERIAER
BEREBEFKOAIENEEEZEBREERMSH
BE BHEEMSHERRY FREAZESTK
WERMESE —[MERER | MARES M B HREN
20 —[BREMGEREEMELEMBHAE] -

The Group’s income tax expenses for the six months ended 30 June
2024 recorded an amount of RMB-39.1 million (six months ended 30
June 2023: RMB1.6 million), mainly due to the decrease in deferred
income tax expenses resulting from the recognition of deferred income
tax assets for deductible temporary differences arising from asset
impairment on deposits with GMK Finance Co., Ltd. For details, please
refer to Note 8 to the Condensed Consolidated Financial Statements
— “INCOME TAX EXPENSES” and Note 20 to the Condensed
Consolidated Financial Statements — “DEFERRED INCOME TAX
ASSETS AND DEFERRED INCOME TAX LIABILITIES”.

EXERDM

Analysis on Capital Resources

Liquidity and Capital Resources HEEERELER
AEENEBETERBHELEFREEANR
EEURRRERNA - 82202446 A30H [L7< A
R AEEMNZERSARAREELE B MU RIGE
HEERE R

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
2024 were for working capital purposes and improvement of production
equipment and facilities.
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Management Discussion and Analysis (Continued)

Capital Structure

As at 30 June 2024, the registered capital of the Company was
RMB1,582,618,000 and the total number of issued shares of the
Company was 1,582,618,000 shares (the “Shares”), comprising
1,045,000,000 domestic shares (the “Domestic Shares”) and
537,618,000 H shares (the “H Shares”) with a nominal value of RMB1.0
each.

As at 30 June 2024, the total borrowings of the Group amounted to
RMB1,142.0 million, representing a decrease of 2.8% as compared to
that of 31 December 2023. The decrease was mainly attributable to
the decline in borrowing needs as a result of the Company’s improved
profitability.

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 assets. The gearing ratio and debt-to-asset
ratio as at 30 June 2024 was 37.0% (31 December 2023: 38.7%) and
39.2% (31 December 2023: 40.0%), respectively.

Contingent Liabilities and Pledge of Assets

The Group’s bank borrowings as at 30 June 2024 were secured by (i)
mortgages of the Group’s lands situated in the PRC with an aggregate
net carrying values of amount of RMB61.5 million (31 December 2023:
RMB62.4 million); (ii) pledge of the Group’s bank deposits of RMB68.7
million (31 December 2023: RMB8.6 million); (iii) pledge of certain of
the Group’s property, plant and equipment with aggregate net carrying
amount of RMB1,215.7 million (31 December 2023: RMB886.1 million);
and (iv) pledge of the Group’s inventories with aggregate net carrying
amount of RMB130.2 million (31 December 2023: RMB241.4 million).

As at 30 June 2024, the Group did not have any material contingent
liabilities.

Hedging with Financial Instruments

The Group engages in the processing of raw materials related to
agricultural products such as corn and soybean meal (the “Relevant
Raw Materials”) and faces price fluctuation risks for the Relevant
Raw Materials it holds. Therefore, the Group uses futures contracts in
respect of soybean meal and corn (the “Futures Contracts”) on the
futures exchanges to manage the commodity price risks associated
with holding the Relevant Raw Materials. The Relevant Raw Materials
used in the Group’s production are the same as those specified in
the Futures Contracts, and the underlying variables of the hedging
instruments (the Futures Contracts) and the hedged items (the Relevant
Raw Materials held by the Company) are both the prices of the
Relevant Raw Materials. The ineffective portion of the hedging mainly
arises from basis risk, supply and demand fluctuations in the spot or
futures market, and other uncertainties in the spot or futures market.
The amounts of ineffective hedging recognised during the Reporting
Period and the same period of last year were insignificant. The Group
adopts cash flow hedging for such hedges.
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Management Discussion and Analysis (Continued)

BEEEN WK (&)

Foreign Currency Investment/Hedging

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 Group continuously monitors foreign currency transactions and the
size of foreign currency assets and liabilities to minimise exposure to
foreign exchange risk. In addition, the Group may consider entering into
forward exchange contract or currency swap contract to mitigate the
foreign exchange risk. During the Reporting Period and the same period
of last year, the Group has not entered into any forward exchange
contract or currency swap contract.

Human Resources

As at 30 June 2024, the Group had 6,075 employees who were directly
employed by the Group, of which 6,072 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 three
share award schemes on 4 June 2020 (the “2020 SAS”), 10 December
2021 (as amended on 6 June 2024) (the “2021 SAS”) and 29 August
2023 (as amended on 6 June 2024) (the “2023 SAS”), respectively. The
employee participants of the 2021 SAS shall only include connected
persons of the Company (as defined under the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”)) while the employee participants of the 2023 SAS shall
exclude such connected persons.
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'7 Management Discussion and Analysis (Continued)

BUSINESS OUTLOOK

1. Challenges and Risks

(1

)

the continued volatility of the international situation has an
adverse impact on the development of the export business;

the recovery of domestic consumer markets falls short of
expectations and the prices of products remain low.

2. Opportunities and Potential Development

(1)

(4)

the upward trend in domestic pork prices is further
confirmed, opening up space for rebound in chicken prices;

the breeding costs continue to fall due to the decline in
prices of raw materials such as corn and soybean meal;

the demand for white-feathered chicken is resilient and
shows an upward trend in the long-term;

customer recognition for the white-feathered broilers
increases year by year.

3. Quality Growth Strategies at Current Stage

(1

@)

(4)

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

deepen channel penetration to increase customers’ loyalty,
realise in-depth cooperation with major customers in
various industrial lines, and further increase market share
in major customers;

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

continuously increase processing capacity to improve
capacity utilisation rate and ease order pressure.
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Changes In Share Capital and Shareholdings of Substantial Shareholders

BESERITERRFRENR

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

As at 30 June 2024, 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 section 336 of the Securities and Futures Ordinance (the “SFO”) by
the Company or would fall to be disclosed to the Company under the

FERRRROGANEBER G VERM

NI
RTE

20246 A30F AR RES(ES DA
A TAL(EHEFKARANEFT(EEDHEET
BAB)RBROSABBRNDEEARARE(ESR K
HEHIN((EERBER)]) £3361KAL A %K
itz B MEREGEFRAERPDEXVEE2R
FEINHHENBARAARAFKBENEDZIXA

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

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?
RARRHEBR G RAAR
BRIRREBY  BRADPREHED
REEH M BB RAME BEE AL MEE DO
Shan Weijian® Interest in controlled ~ Domestic Shares 992,854,500 (L) 95.01% 62.73%
corporation
RO R rEER W& Bk
Interest in controlled  H Shares 137,265,505 (L) 25.53% 8.67%
corporation
REEEER HEAR
PAG Capital Limited® Interest in controlled  Domestic Shares 992,854,500 (L) 95.01% 62.73%
corporation
PAG Capital Limited® THREEES & B
Interest in controlled  H Shares 137,265,505 (L) 25.53% 8.67%
corporation
R rEER H&
PAG Asia Capital GP IV Limited® Interest in controlled ~ Domestic Shares 992,854,500 (L) 95.01% 62.73%
corporation
PAG Asia Capital GP IV Limited® REEEREE & Bk
Interest in controlled  H Shares 137,265,505 (L) 25.53% 8.67%
corporation
REEEER HEAR
PAG Asia IV LP® Interest in controlled  Domestic Shares 992,854,500 (L) 95.01% 62.73%
corporation
PAG Asia IV LP® XL EER NE R
Interest in controlled  H Shares 137,265,505 (L) 25.53% 8.67%
corporation
R rEER H&
PAG® Interest in controlled  Domestic Shares 992,854,500 (L) 95.01% 62.73%
corporation
ABREFO R rEER W& fk
Interest in controlled  H Shares 137,265,505 (L) 25.53% 8.67%
corporation
REEEER HEAR
Pacific Alliance Group Limited® Interest in controlled  Domestic Shares 992,854,500 (L) 95.01% 62.73%
corporation
Pacific Alliance Group Limited® THmEEES & B
Interest in controlled  H Shares 137,265,505 (L) 25.53% 8.67%
corporation
R rEER H&
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Changes In Share Capital and*Shareholdings of Substantial Shareholders (Continued)
BREZERITERRERER (&)

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?
RAREHEERG RADHE
BRI AERY BREARRGEHN
BRRER ERtE B 12 48 5l RAHAE BEZAAEY BEEIL®
Falcon Holding GP Limited® Interest in controlled  Domestic Shares 992,854,500 (L) 95.01% 62.73%
__corporation
Falcon Holding GP Limited® XEEEER NE K
Interest in controlled  H Shares 137,265,505 (L) 25.53% 8.67%
~_ corporation
RELEE S HZ
Falcon Holding LP® Beneficial interest Domestic Shares 992,854,500 (L) 95.01% 62.73%
Falcon Holding LP® EmEn WA R
Beneficial interest H Shares 137,265,505 (L) 25.53% 8.67%
EnfEn Hx
Hwa-An International Limited Beneficial interest H Shares 34,909,000 (L) 6.49% 2.21%
Hwa-An International Limited Ean#En Hi&
Dragonstone Capital Management Limited  Investment manager  H Shares 31,808,000 (L) 5.92% 2.01%
Dragonstone Capital Management Limited 1% & 4018 HR%
CICFH New Dynamic Investment SPC Beneficial interest H Shares 29,705,000 (L) 5.53% 1.88%
CICFH New Dynamic Investment SPC EamEn H%
Abu Dhabi Investment Authority* Interest in controlled  H Shares 156,679,000 (L) 29.14% 9.90%
__corporation
Abu Dhabi Investment Authority* XEEEER HA&
Platinum Peony B 2023 RSC Limited"! Beneficial interest H Shares 156,679,000(L) 29.14% 9.90%
Platinum Peony B 2023 RSC Limited* EnEn HA&
Shum Yip Investment & Development Interest in controlled  H Shares 33,042,000(L) 6.15% 2.09%
Company Limited __corporation
Shum Yip Investment & Development XELEEER H&
Company Limited
JinYi Capital Multi-Strategy Fund SPC Ltd.  Beneficial interest H Shares 47,478,000(L) 8.83% 3.00%
JinYi Capital Multi-Strategy Fund SPC Ltd. Ez5#E 25 HAR
Notes: [T

M

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 537,618,000 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 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 137,265,505 H Shares held by Falcon
Holding LP.

Platinum Peony B 2023 RSC Limited is wholly owned by Abu Dhabi
Investment Authority. Accordingly, Abu Dhabi Investment Authority is
deemed to be indirectly interested in the 156,679,000 Shares held by
Platinum Peony B 2023 RSC Limited.

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

() PHARERFHBRHNFRA DL BEESE -

(2) LAA ££1,045,000,0000% B 77 N & f% % 537,618,000 %
EBEITHRAEETHE -

B) HEHEEFBEABREEMN34.67%%Em - KNBEEE
#EiBHE 2 E T H))EEPacific Alliance Group Limited + PAG
Capital Limited * PAG Asia Capital GP IV Limited - PAG
Asia IV LP * Falcon Holding GP Limited &zFalcon Holding
LPHEEREARRIRMER - Fit - BEEE  KBEE -
Pacific Alliance Group Limited * PAG Capital Limited *
PAG Asia Capital GP IV Limited + PAG Asia IV LP}
Falcon Holding GP Limited#i4%{EfFalcon Holding LP
B #7992,854,500/% A & Ik 2 137,265,505 % HAR # A
EE M -

(4)  Platinum Peony B 2023 RSC Limited F§ Abu Dhabi Investment
Authority 2 & # > F t* Abu Dhabi Investment Authority
¥ 8 /5 8 # 7 Platinum Peony B 2023 RSC Limited # &
)156,679,00 % A% {5 R 5 4 75 o

(6) FEILIEEROHTHNETR -
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Directors, Supervisors and Senior Management

ES ESKSREEERR
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.

UPDATES ON DIRECTORS’ INFORMATION

Pursuant to Rule 13.51B(1) of the Listing Rules, changes in information
of the Directors since the publication of the annual report of the
Company for the year ended 31 December 2023 and up to the date of
this interim report are set out below:

Mr. Chung Wai Man was appointed as an independent non-executive
director of Shanghai MicroPort MedBot (Group) Co., Ltd., a company
listed on the Main Board of the Stock Exchange (stock code: 02252) on
18 July 2024.

Save as disclosed above, there is no other information required to be
disclosed under Rule 13.51B(1) of the Listing Rules.
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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 Board of Directors, 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.

CORPORATE GOVERNANCE CODE
Compliance with the Corporate Governance Code

During the six months ended 30 June 2024, the Company has complied
with all the applicable code provisions of the Corporate Governance
Code (the “CG Code”) as set out in Appendix C1 to the Listing Rules.
The Company will continue to review and monitor its corporate
governance practice to ensure compliance with the CG Code.

Significant Events
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Significant Events (Continued)
EEEBH(A)

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 (the “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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INTERIM DIVIDEND

The Board of Directors did not recommend the declaration or payment
of an interim dividend for the six months ended 30 June 2024 (for the
six months ended 30 June 2023: Nil).

CONTINUING CONNECTED TRANSACTION

As the loan framework agreement (the “Loan Framework Agreement”)
entered into between the Company and Falcon Holding LP (“Falcon”)
on 28 January 2023 expired on 27 January 2024 and after considering
the future needs of the Group within the PRC, the Company and
Falcon entered into the new loan framework agreement (the “New
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 2024 and ending on 27 January 2025.
The proposed annual caps, being the maximum daily balance of the
loans (including interests accrued) for the transactions contemplated
under the New Loan Framework Agreement for the years ending
31 December 2024 and 31 December 2025 is USD13,591,000 and
USD15,000,000 (the annual cap for the year ending 31 December 2025
is set up to 27 January 2025, being the end date of the term of the New
Loan Framework Agreement), respectively. Falcon is the controlling
Shareholder 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 and the New 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 Company’s announcements
dated 29 January 2023 and 26 January 2024.

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.

Significant Events (Continued)
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Significant Events (Continued)
EEEHE(HE)

MATERIAL ASSETS ACQUISITION, SALE AND
MERGER

For the six months ended 30 June 2024, 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

Save as disclosed in this interim report, the Group had neither other
significant investments nor significant acquisitions and disposals of
relevant subsidiaries, associates and joint ventures for the six months
ended 30 June 2024.

IMPLEMENTATION OF EQUITY INCENTIVE PLAN
2020 SAS

The Board of Directors approved the adoption of the 2020 SAS on 4
June 2020, which was effective from 16 July 2020, being the date on
which dealings in H Shares first commenced on the Stock Exchange.
The 2020 SAS 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 SAS (the “2020
Trust”) and appointed Bank of Communications Trustee Limited (the “BOC
Trustee”) as trustee to administer the 2020 Trust. Pursuant to the 2020
SAS, the grant of awarded Shares (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 SAS.

Purposes

The purposes of the 2020 SAS 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.

Participants

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

The 2020 SAS shall be subject to the administration of the Board of
Directors and 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 SAS (including the interpretation of
any provision) shall be final and binding. 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 SAS 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 awarded
and issued for the purpose of the 2020 SAS in any financial year is
3% of the total number of issued share capital in the H Shares at the
relevant time. 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.

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 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.

Significant Events (Continued)
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Significant Events (Continued)
EEEBH(A)

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 SAS and the fulfiiment
of all 2020 Vesting Conditions on such selected participant as specified
in the 2020 SAS 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.

Movements of 2020 Awarded Shares

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. The
2020 Awarded Shares were vested in four tranches with the vesting
schedule as follows: (i) as to 40% of the 2020 Awarded Shares on 30
September 2020; (ii) as to 20% of the 2020 Awarded Shares on 30
June 2021; (iii) as to 20% of the 2020 Awarded Shares on 30 June
2022; and (iv) as to 20% of the 2020 Awarded Shares on 30 June 2023.

No H Shares under the 2020 SAS were granted or vested during the
Reporting Period. There are also no outstanding awards during the
Reporting Period. As at 30 June 2024, the BOC Trustee held 210,000
H Shares.

On 24 August 2024, the Board of Directors resolved to terminate the
2020 SAS with effect from 26 August 2024. Upon termination of the
2020 SAS, the BOC Trustee should dispose all Shares (being 210,000
H Shares) remaining in the trust fund on the market within such period
as stipulated in the notice of termination.
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Proposed Amendments to 2021 SAS and 2023 SAS

The Company proposed to make amendments to the 2021 SAS and
2023 SAS (the “Share Schemes”), including but not limited to: (i) to
allow the amended Share Schemes to involve the grant of awarded
Shares by new H Shares and/or existing H Shares in issue; (ii) to adopt
the scheme mandate limit (i.e. the total number of H Shares which may
be acquired (whether by subscription as new H Shares and/or purchase/
acceptance of existing H Shares in issue) in respect of all awards and/
or options to be granted under relevant schemes of the Company,
which shall not exceed 10% of the issued Shares as at 6 June 2024,
being the date on which the Company amended the respective scheme
rules of the Share Schemes) (the “Scheme Mandate Limit”); (iii)
to specify that the total number of H Shares which may be acquired
(whether by subscription as new H Shares and/or purchase/acceptance
of existing H Shares in issue) in respect of all awards and/or options
to be granted under the relevant schemes of the Company under the
Scheme Mandate Limit as “refreshed” shall not exceed 10% of the total
number of issued Shares as at the date of approval of the refreshing of
the Scheme Mandate Limit by the Shareholders; (iv) to require approval
by the Shareholders for refreshment of the Scheme Mandate Limit after
three years from the date of the Shareholders’ approval for the last
refreshment (or as the case may be, the date of amendment, being 6
June 2024); (v) to require approval by independent Shareholders for
refreshment of the Scheme Mandate Limit within a three-year period
from the date of the Shareholders’ approval for the last refreshment (or
as the case may be, the date of amendment, being 6 June 2024); (vi)
to allow the Company to grant an award to any selected participant at
nil or such consideration subject to such terms and conditions as the
Board of Directors may in its sole and absolute discretion determine;
and (vii) to include other amendments for house-keeping purposes and
to better align the wording among the amended Share Schemes and
with that of the Listing Rules.

The amended Share Schemes constitute share schemes involving
issue of new Shares by the Company under Chapter 17 of the Listing
Rules. The resolution in relation to the amendments was approved by
the Shareholders at the annual general meeting of the Company on 5
June 2024.

2021 SAS

The Board of Directors approved the adoption of the 2021 SAS on 10
December 2021 and amended the 2021 SAS on 29 August 2023 and 6
June 2024. Pursuant to the 2021 SAS, the grant of 2021 awarded Shares (the
“2021 Awarded Shares”) by the Board of Directors to the selected
participants may vest in the form of awarded Shares or awarded cash
or in the combination thereof.
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Significant Events (Continued)
EEEBH(A)

Purposes

The purpose and objective of the 2021 SAS are to recognise the
contributions by certain eligible participants and to provide them with
incentives in order to retain them for the continual operation and
development of the Group, and to attract suitable personnel for further
development of the Group.

Participants

Pursuant to the 2021 SAS, any employees (including full-time
employees and part-time employees) of the Group (including persons
who are granted awards under the 2021 SAS as an inducement to
enter into employment contracts with any member of the Group) are
eligible participants of the 2021 SAS. For the avoidance of doubt,
this includes employee of any members of the Group, who are also a
Director, Supervisor, chief executive, substantial shareholder of the
Company, or any of their respective associates or any other person that
may otherwise be regarded as a connected person of the Company.

Administration

The 2021 SAS 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 SAS (including the
interpretation of any provision) shall be final and binding. Without
prejudice to the foregoing and to the extent permissible under the
Listing Rules and other applicable laws and regulations, the Board of
Directors may resolve to delegate to another committee of the Board
of Directors or to one or more officers of the Company any or all of the
authority and responsibility of the Board of Directors under the scheme
rules and the trust deed. 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 SAS shall be valid
and effective for a term of 10 years commencing on the adoption date,
after which no further awards will be granted. As at 30 June 2024, the
remaining life of the 2021 SAS is approximately seven years.
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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 relevant schemes (i.e. the Share Schemes and any
other schemes (excluding the 2020 SAS) involving subscription for new
H Shares and/or purchase/acceptance of existing H Shares in issue
adopted and to be adopted by the Company from time to time) (the “Relevant
Schemes”) exceeding 10% of the issued share capital of the Company
as at 6 June 2024, being the date on which the Company amended
the Share Schemes. The maximum number of Shares which may be
awarded to a selected participant under the 2021 SAS shall not exceed 1%
of the issued share capital of the Company in any 12-month period.

Grant

Subject to the provisions of the 2021 SAS, including but not limited to
the restrictions set out in the scheme rules, the Board of Directors may,
from time to time, at its sole and absolute discretion select any eligible
participant (other than any excluded participant as stated in the scheme
rules) for participation in the 2021 SAS as a selected participant, and
grant an award to any selected participant at nil or such consideration
subject to such terms and conditions as the Board of Directors may in
its sole and absolute discretion determine. The Board of Directors may
determine that a selected participant will be granted awarded interests
in the form of awarded Shares or awarded cash or in the combination
thereof. The Board of Directors may also grant the related income of
the awarded interests to any selected participant in such amount or to
such extent as the Board of Directors determines.

In determining the eligibility of the eligible participants and the
appropriate awarded interest to be granted to any selected participant
(excluding any excluded participant as stated in the scheme rules),
the Board of Directors shall take into consideration matters including,
but without limitation to, (a) the present contribution and expected
contribution of the relevant selected participant to the profits of the
Group; (b) the general financial condition of the Group; (c) the Group’s
overall business objectives and future development plan; and (d) any
other matter which the Board of Directors considers relevant.
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Significant Events (Continued)
EEEBH(A)

Vesting and Conditions

Subject to the terms and conditions of the 2021 SAS and the fulfilment
or waiver of all vesting conditions applicable to the vesting of the
awarded interests on such selected participant, the respective awarded
interests held by the Futu Trustee on behalf of the selected participant
shall vest in such selected participant in accordance with the applicable
vesting schedule, and the Futu Trustee shall cause the awarded
interests to be transferred to such selected participant and/or a vehicle
controlled by him/her (such as a trust or a private company) for the
benefit of the selected participant and any family members of such
selected participant.

Unless otherwise determined by the Board of Directors, in the event
that the vesting conditions specified in the grant notice are not fully
satisfied prior to or on the relevant vesting date, the award of the 2021
Awarded Shares in respect of the relevant vesting date shall lapse,
such 2021 Awarded Shares shall not vest on the relevant vesting date
and shall remain as part of the trust fund and the selected participant
shall have no claims against the Company, the Board of Directors, the
trust or Futu Trustee.

Movements of 2021 Awarded Shares

On 10 December 2021, an aggregate of 23,487,800 2021 Awarded
Shares were granted to 63 selected participants by the Board of
Directors under the 2021 SAS, and 2,609,800 reserved Shares were
kept for the time being in the pool of the trust fund as reserve for future
grants of 2021 Awarded Shares to the selected employees (the “Reserved
Shares”). The 2021 Awarded Shares and the Reserved Shares shall be
acquired by subscription as new H Shares and/or purchase/acceptance
of existing H Shares in issue. For details, please refer to the Company’s
announcements dated 10 December 2021, 29 August 2023 and 21 May
2024. As at 1 January 2024, the then scheme mandate limit of 2021
SAS shall not exceed 10% of the issued Shares as at the adoption date
(i.e. 140,000,000). The total number of awards available for grant (less
those vested and cancelled) under the then scheme mandate limit of
the 2021 SAS was 129,294,271.

Due to the amendment to the Share Schemes, the Scheme Mandate
Limit of the Relevant Schemes shall not exceed 10% of the issued
Shares as at 6 June 2024 (being the date on which the Company
amended the Share Schemes) (i.e.158,261,800). As at 30 June 2024,
the total number of awards available for grant (less those vested and
cancelled) under the Scheme Mandate Limit was 158,261,800.

As at 30 June 2024, the Futu Trustee held 3,034,734 H Shares.
The total number of Shares that may be issued in respect of awards
granted under the Relevant Schemes divided by the weighted average

number of Shares of the relevant class in issue for the Reporting Period
is 0.1.
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The table below sets out the movements of 2021 Awarded Shares

during the period from 1 January 2024 to 30 June 2024:

Significant Events (Continued)
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Directors

3

Mr. Xiao Dongsheng 10 December 2021 30 June 2024 1,944,000 - 972,000 - 972,000 - 1.52

HRERE 20214128108 202456 308

Mr. Shi Lei 10 December 2021 30 June 2024 857,334 — 428,666 — 428,668 — 1.52

REEE 20214127108 2024456 308

Senior Management

BEREEE

Mr. Wang Zhixian 10 December 2021 30 June 2024 233,400 — 116,700 — 116,700 — 1.52

AZBEE 2021F12 4108 202456 A 30H

Mr. Meng Tao 10 December 2021 30 June 2024 388,800 — 194,400 — 194,400 — 1.52

AELE 2021512 4108 202456 A 307

Other Selected Employees 10 December 2021 30 June 2024 10,158,537 - 2,761,566 2,473,231 4,923,740 - 1.52

HEREREE 20215128108 2024567308

Total 13,582,071 — 4473332 2,473,231 6,635,508 — 1.52

Bt

Notes: By st -

1. The 2021 Awarded Shares granted on 11 December 2021 shall be vested R2021F 12 AMB R FTH2021FRB R D K5 =8
in three tranches with the vesting schedule as follows: (i) as to one-third of HE BERBEROT :()5)202344 A30H A2021
the 2021 Awarded Shares on 30 April 2023; (ii) as to one-third of the 2021 FHEBRMOOH =52 —  (i)R20245 4 A30H £2021
Awarded Shares on 30 April 2024; and (iii) as to one-third of the 2021 FREROO =22 — K(ii)}A2025F4 A30H &
Awarded Shares on 30 April 2025. The vesting dates of 2021 Awarded 2021 FREBRMH =902 — - REMN2023F4A30H
Shares to be vested on 30 April 2023 and 30 April 2024 were postponed } 20244 300 55 & 692021 F 2 E AR 19 1) 55 B B HR
to 30 June 2023 and 30 June 2024, respectively. 7 B HE R £202346 A30H 202446 A30H

2. No H Shares under the 2021 SAS were granted during the Reporting RMEHR - MERIK2021 FRH R 2B EHH
Period. The purchase price of the vested share awards during the R-RBEFANGEERNBDNEEBRET -
Reporting Period was nil.

3. Closing price of the H Shares immediately before the suspension of ZRHRR2023F2 A2 E MR T E1F R 5 A I
trading of H Shares on the Stock Exchange on 2 February 2023. g -

4. The outstanding awarded Shares (unvested) as at 30 June 2024 were HREEBERKREDATHEEZIGMH - 71202456 A
lapsed due to the employees’ resignation and failure of meeting the ARBETHRBBRO(KREFBE)ERK - RBEHA
vesting conditions. The purchase price of the cancelled share awards EFHERNEBNBEEEAT -
during the Reporting Period was nil.

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.
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Significant Events (Continued)
EEEBH(A)

2023 SAS

The Board of Directors approved the adoption of the 2023 SAS on 29
August 2023 and amended the 2023 SAS on 6 June 2024. Pursuant to
the 2023 SAS, the grant of 2023 awarded Shares (the “2023 Awarded
Shares”) by the Board of Directors to the selected participants may vest
in the form of awarded Shares or awarded cash or in the combination
thereof.

Purposes

The purpose and the objective of the 2023 SAS are to recognise
the contributions by certain eligible participants and to provide them
with incentives in order to retain them for the continual operation and
development of the Group, and to attract suitable personnel for further
development of the Group.

Participants

Pursuant to the 2023 SAS, any employees (including full-time
employees and part-time employees) of the Group (including persons
who are granted awards under the 2023 SAS as an inducement to
enter into employment contracts with any member of the Group) are
eligible participants of the 2023 SAS. For the avoidance of doubt, this
should exclude any Director, Supervisor, chief executive, substantial
shareholder of the Company, or any of their respective associates
or any other person that may otherwise be regarded as a connected
person of the Company.

Administration

The 2023 SAS shall be subject to the administration of the Board of
Directors and 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 2023 SAS (including the interpretation
of any provision) shall be final and binding. Without prejudice to the
foregoing and to the extent permissible under the Listing Rules and
other applicable laws and regulations, the Board of Directors may
resolve to delegate to another committee of the Board of Directors or
to one or more officers of the Company any or all of the authority and
responsibility of the Board of Directors under the scheme rules and the
trust deed. 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 2023 SAS shall be valid
and effective for a term of 10 years commencing on the adoption date,
after which no further awards will be granted. As at 30 June 2024, the
remaining life of the 2023 SAS is approximately nine years.
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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 Relevant Schemes exceeding 10% of the issued
Shares as at 6 June 2024, being the date on within the Company
amended the Share Schemes. The maximum number of Shares which
may be awarded to a selected participant under the 2023 SAS shall not
exceed 1% of the issued share capital of the Company in any 12-month
period.

Grant

Subject to the provisions of the 2023 SAS, including but not limited to
the restrictions set out in the scheme rules, the Board of Directors may,
from time to time, at its sole and absolute discretion select any eligible
participant (other than any excluded participant as stated in the scheme
rules) for participation in the 2023 SAS as a selected participant, and
grant an award to any selected participant at nil or such consideration
subject to such terms and conditions as the Board of Directors may in
its sole and absolute discretion determine. The Board of Directors may
determine that a selected participant will be granted awarded interests
in the form of awarded Shares or awarded cash or in the combination
thereof. The Board of Directors may also grant the related income of
the awarded interests to any selected participant in such amount or to
such extent as the Board of Directors determines.

In determining the eligibility of the eligible participants and the
appropriate awarded interest to be granted to any selected participant
(excluding any excluded participant as stated in the scheme rules),
the Board of Directors shall take into consideration matters including,
but without limitation to, (a) the present contribution and expected
contribution of the relevant selected participant to the profits of the
Group; (b) the general financial condition of the Group; (c) the Group’s
overall business objectives and future development plan; and (d) any
other matter which the Board of Directors considers relevant.

Vesting and conditions

Subject to the terms and conditions of the 2023 SAS and the fulfilment
or waiver of all vesting conditions applicable to the vesting of the
awarded interests on such selected participant, the respective awarded
interests held by the Futu Trustee on behalf of the selected participant
shall vest in such selected participant in accordance with the applicable
vesting schedule, and the Futu Trustee shall cause the awarded
interests to be transferred to such selected participant and/or a vehicle
controlled by him/her (such as a trust or a private company) for the
benefit of the selected participant and any family members of such
selected participant.
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Significant Events (Continued)
EEEBH(A)

Unless otherwise determined by the Board of Directors, in the event
that the vesting conditions specified in the grant notice are not fully
satisfied prior to or on the relevant vesting date, the award of the 2023
Awarded Shares in respect of the relevant vesting date shall lapse,
such 2023 Awarded Shares shall not vest on the relevant vesting date
and shall remain as part of the trust fund and the selected participant
shall have no claims against the Company, the Board of Directors, the
trust or Futu Trustee.

Movements of 2023 Awarded Shares

No Shares were granted or vested during the six months ended 30
June 2024.

As at 1 January 2024, the then scheme mandate limit of 2023 SAS
shall not exceed 10% of the issued Shares as at the adoption date
(i.e. 140,000,000). The total number of awards available for grant (less
those vested and cancelled) under the then scheme mandate limit of
the 2023 SAS was 140,000,000.

Due to the amendment to the Share Schemes, the Scheme Mandate
Limit of the Relevant Schemes shall not exceed 10% of the issued
Shares as at 6 June 2024 (being the date on which the Company
amended the Share Schemes) (i.e.158,261,800). As at 30 June 2024,
the total number of awards available for grant (less those vested and
cancelled) under the Scheme Mandate Limit was 158,261,800.

As at 30 June 2024, the Futu Trustee held 13,543,934 H Shares.
The total number of Shares that may be issued in respect of awards
granted under the Relevant Schemes divided by the weighted average

number of Shares of the relevant class in issue for the Reporting Period
is 0.1.
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To gradually differentiate the eligible participants of the Share Schemes,
so that the employee participants of the 2021 SAS shall only include
connected persons of the Company (as defined under the Listing
Rules) while the employee participants of the 2023 SAS shall exclude
such connected persons, on 24 July 2024, the Company (i) cancelled
the 2,955,968 awarded Shares granted to, yet unvested in, certain
selected participants who are non-connected persons of the Company
(“Non-connected Grantees”) under the 2021 SAS and (ii) substituted
such cancelled grants under the 2021 SAS by new grants of 2,955,968
awarded Shares to such Non-connected Grantees under the 2023 SAS
(subject to acceptance by the grantees). The new grants of 2,955,968
awarded Shares will be satisfied partly by issuance of 730,000 new
H Shares within the Scheme Mandate Limit and partly by existing H
Shares in issue under the 2023 SAS, representing approximately 0.1867%
of the total issued Shares as at the date of this interim report and the
total issued Shares as enlarged by the allotment and issue of new
Shares. Subsequent to the new grants of 2,955,968 awarded Shares,
the number of Shares available for future grants under the Relevant
Schemes is 155,305,832. For details, please refer to the announcement
of the Company dated 24 July 2024.

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 C3 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 2024.

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

Save as disclosed in this interim report, as at 30 June 2024, 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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Significant Events (Continued)
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INTERESTS AND SHORT POSITIONS OF
DIRECTORS, SUPERVISORS AND CHIEF
EXECUTIVES IN SHARES, UNDERLYING SHARES
AND DEBENTURES

As at 30 June 2024, 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
to the Company and the Stock Exchange pursuant to the Model Code
as set out in Appendix C3 to the Listing Rules are as follows:
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The Company PN
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™*?
KA DR E
ROERH REQREBRAE
e R FREBORESR
BEx 2EEpE EEME IR 10 %8 5 R4 EE B 5 b WE H 2 b #=2
Mr. Xiao Dongsheng™*®?  Beneficiary of a trust ~ H Shares 972,000 (L) 0.18% 0.06%
B B 4 ok A (Y ErEXmA H A%
Beneficial interest H Shares 2,244,000 (L) 0.42% 0.14%
BEamiEn H AR
Mr. Shi Lei™*? Beneficiary of a trust ~ H Shares 428,668 (L) 0.08% 0.03%
VSRR ErEXmA H A%
Beneficial interest H Shares 957,332 (L) 0.18% 0.06%
BEamiEn H AR
Notes B et -

(1) The calculation is based on the percentage of shareholding in Domestic
Shares or H Shares respectively.

(2) The calculation is based on the total number of 1,045,000,000 Domestic
Shares in issue and 537,615,000 H Shares in issue.

(3) Mr. Xiao Dongsheng and Mr. Shi Lei have been granted the awarded
Shares under the 2020 SAS and/or 2021 SAS. 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 2024, all of the awarded Shares to Mr. Xiao Dongsheng
and Mr. Shi Lei under the 2020 SAS were vested. Out of the 2021
Awarded Shares granted to Mr. Xiao Dongsheng and Mr. Shi Lei, 972,000
and 428,668 2021 Awarded Shares under the 2021 SAS (representing
approximately 0.06% and 0.03% of all the issued Shares, respectively),
have not yet been vested.

(4) The letter “L” denotes a long position in the Shares.
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Save as disclosed above, as at 30 June 2024, 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 2024.

DIRECTORS’ AND SUPERVISORS’ RIGHTS TO
ACQUIRE SHARES OR DEBENTURES

Save as otherwise disclosed in this interim report, at no time during the
Reporting 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 &85 /@) of the China
Securities Regulatory Commission (FEZESHEEEEZEE) o

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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Significant Events (Continued)
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Loan Agreement with Covenant relating to Specific
Performance of the Controlling Shareholder

On 2 November 2023, the Company, as the borrower, and syndicate
members, as the lender (the “Lender”), entered into a working capital
syndicate loan agreement (the “Loan Agreement’) in relation to the
provision of a working capital loan facility by the Lender to the Company
in an aggregate maximum principal amount of RMB960 million, for a
loan granting period commencing from the date of signing of the Loan
Agreement to 31 May 2024. The loan was used to repay loans and for
the Company’s daily working capital.

Pursuant to the Loan Agreement, the Company undertakes that (i) no
change of control of the controlling Shareholder shall occur during the
term of the loan (change of control refers to the existing controller’s loss
of control in the Company and their direct and indirect consolidated
shareholdings being less than 50% through share transfers, bond
market transactions, capital increases and share enlargements,
mergers and acquisitions and concerted party agreements); or (ii) no
external pledge of the equity of the Company held by the controlling
Shareholder shall be made, except where it has been considered and
approved by the syndicate loan agent.

If violation of the relevant undertakings under the Loan Agreement
occurs and leads to an event of default, the syndicate loan agent
may cease the drawing of all or part of the loan funds that has been
requested in a drawdown notice but not yet been drawn; cancel all
or part of the total commitments; declare that all or part of the loan
balance, together with all accrued interest, expenses and other amounts under
the Loan Agreement be immediately due and payable in advance. For
details, please refer to the announcement of the Company dated 2
November 2023.

Public Float and Suspension of Trading in the H Shares

Upon completion of the acquisition of the Domestic Shares of the
Company by Falcon on 20 December 2022, Falcon 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 (the “Takeovers Code”)
issued by the Securities and Futures Commission of Hong Kong.
Falcon also proposed to delist the Company from the Stock Exchange
and accordingly the Company had agreed to convene its 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, the Delisting Resolution was not approved at
the 2023 first extraordinary general meeting and the 2023 first H
Shareholders class meeting of the Company held on that date, and the
Delisting Resolution was not implemented and lapsed.

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 was not satisfied.

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. On 25 April 2023, the
Company received a letter from the Stock Exchange setting out the
guidance for the resumption of trading in the shares of the Company
on the Stock Exchange (the “Resumption Guidance”). Pursuant to
the Resumption Guidance, the Company shall: (i) restore the minimum
public float required under Rule 8.08(1)(a) of the Listing Rules; and (ii)
inform the market of all material information for the Shareholders and
other investors to appraise the Company’s position. For details, please
refer to the joint announcements of the Company and Falcon dated 1
February 2023 and 26 April 2023.

The Company applied for, and the Stock Exchange granted, a waiver
from strict compliance with the requirements under Rule 8.08(1)(a) of
the Listing Rules for a period from 1 February 2023 to 31 August 2023,
1 September 2023 to 31 December 2023, 1 January 2024 to 30 April
2024, and 1 May 2024 to 31 July 2024, respectively.

In order to satisfy the Resumption Guidance, the Company had taken
appropriate steps to restore its public float as required under Rule 8.08(1)
(a) of the Listing Rules and resume the trading in H Shares as soon as
practicable.
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The Company completed subscriptions of a total 182,618,000 H
Shares with two subscribers on 11 September 2023, representing
approximately 11.53% of the issued share capital of the Company as at
the date of this interim report.

Falcon further completed sales of a total 80,520,000 H Shares with two
purchasers on 15 September 2023 and 3 October 2023, representing
approximately 5.09% of the issued share capital of the Company as at
the date of this interim report.

On 24 July 2024, awards under the 2021 SAS granted to certain Non-
connected Grantees were cancelled and substituted by new grant of
awards under the 2023 SAS to such Non-connected Grantees, which
were satisfied partly by issuance of 730,000 new H Shares within the
Scheme Mandate Limit, representing approximately 0.05% of the total
issued Shares as enlarged by the allotment and issue of new Shares,
and partly by existing H Shares in issue under the 2023 SAS. The
trustee holds such H Shares on behalf of the employee participants
under the 2023 SAS, hence satisfy the requirement under Rule 8.24
of the Listing Rules and be counted towards the public float of the
Company.

Upon completion of the above steps, the Company’s public float
restored to over 25%. The Company fulfilled the Resumption Guidance.

As at the date of this interim report, 395,840,395 H Shares, representing
approximately 25.00% of the issued Shares, are held by the public (within
the meaning of the Listing Rules). The Company applied for, and the
Stock Exchange granted, for the resumption of trading in H Shares with
effect from 9:00 a.m. on 31 July 2024. For details, please refer to the
announcement of the Company dated 30 July 2024.

Amendments to the Articles of Association

On 29 December 2023, the amendments to the Company Law of
the People’s Republic of China ({(fFZE AR EXFIE QA FE)) (the
‘PRC Company Law”) were adopted and took effect on 1 July 2024.
The new PRC Company Law makes changes to the current PRC
Company Law, including optimisation of corporate governance,
enhancement in protection for minority shareholders, and strengthening
of responsibilities and fiduciary duties of controlling shareholders,
directors, supervisors and senior management members. Listed issuers
are required to make any necessary changes to their constitutional
documents in accordance with the latest amendments to the PRC
Company Law before the effective date.

SHANDONG FENGXIANG CO., LTD. LR B # B 3ER QR

KABR2023FOAMHEREZRBATKABS R
182,618,000 R Hf% - HE R AFHF S HABAAR R AL
BT A 4911.53% ©

Falcon 202349 A 158 202310 A3H E R £ &
i — & 7w A & A $£80,520,000 B HAY - 18 & AR
FRHRSRE HHIAR QR A B 1T IR A 495.09% °

R2024F7 A248 » BRIE2021ER D EBFERFTE
FIERBBEAR AN TS K2 IR E20234F
M SRENET EIFTIR TR S EAR ANEER - H5H
B 5B I HEBR BB A % 17 730,000 A% FT H AR (15 4 BE
BRBEITHBRIFEARAENE FHITRMBEL0.05%) A
B B iBiB2023F R M EEFEIE THIRAFE
TTHERRRRE - STEARKEELBEEFTH2023F K
DEBTEETHNZEHE BRFE(EMRANE
B2MEMMTE Wt AXABNAREBRE -

TR EAFERRE  ARBNRRITREIREZE25% A
E-ARREFAEMES -

RAPHBEBE RARAL(EER(ETRIN)H
395,840,395 HA% - {5 B 3 77 f% 19 4925.00% ° 7~
ARCHBERBIACHERRAHRREESE &
2024 F7AMBLEFNABELEEKR - BEFHB B2
BARQFBEA2024F7 A30HM QS -

BT ARER

M2023F 128298 (FEAREFME R AE)F
BATED BT ERES  TR2024E7 A1B £ - #
FEARAHEITHREARAEHNE  BEELA
BRI - INoa /N IRER AVR LA RN o8 AR AR B -
EE EIRRATEBEABNECREEEE - L™
BOABREBBHPRREFRRRRENZRIEE
HEBEXHIEEERNSEER -



Meanwhile, given that the Company’s daily business operation will
involve cargo transportation, the Company is required to include (i) road
transportation of goods (excluding dangerous goods) and (ii) motor
vehicle repair and maintenance in its scope of business in accordance
with the Regulations of the People’s Republic of China on Road
Transportation ({7 #E A R HFBE K E# (501)). As a result, the
scope of business as stated in the articles of association of the Company (the
“Articles of Association”) shall be amended and such amendments
are subject to the review by the company registration authority.

Based on the foregoing, the Company proposed to amend the Articles
of Association in order to (i) reflect the change in business scope of the
Company; (i) reflect the latest amendments in the PRC Company Law
in the Articles of Association; and (iii) make other consequential, tidy-up
and housekeeping amendments (the “Articles Amendments”).

In view of the Articles Amendments, the Board of Directors and the
Board of Supervisors proposed to amend the rules of procedure for the
general meeting, the rules of procedure for the Board of Directors and
the rules of procedure for the Board of Supervisors (the “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 of the Company on 5 June 2024.

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.

SUBSEQUENT EVENT

Save as disclosed in this interim report, the Board of Directors is not
aware of any significant event affecting the Group occurred since the
end of Reporting Period.
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Significant Events (Continued)
EEEBH(A)

REVIEW OF INTERIM RESULTS

The Audit Committee comprises two independent non-executive
Directors, namely, Mr. Chung Wai Man and Ms. Wang Anyi and a non-
executive Director, namely, 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 and the unaudited interim results of the Group for the six
months ended 30 June 2024 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

24 August 2024
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Condensed Consolidated Statements of Comprehensive Income

BHGE2ERER

For the six months ended 30 June 2024 &= 202446 5308 (- 751E A

Six months ended 30 June

BZ6H30R1E<EA
2024 2023
2024 F 2023 F
Notes RMB’000 RMB’000
Mt ot AR¥T T ARBTT
(Unaudited) (Unaudited)

(REER) (REER)

Total operating revenue EEMAWA 4 2,654,039 2,436,545
Less: Operating costs W ERA 2,416,625 2,154,318
Taxes and charges i R Bt n 18,259 17,320
Selling expenses HEBMR 79,017 84,768
Administrative expenses BEEEH 61,942 52,892
Research and development expenses HEEH 12,314 13,142
Finance costs &R 5 32,356 41,667
Add: Other gains o E A E 6 1,463 4,821
Investment income (losses) ®E W= (B18) (3,139) (1,940)
Including: Losses on investments in Hep o HH & RN
associates and joint ventures & EBER
"EEHE (2,743) (1,938)
Gain from the changes in fair value AnBEEHKS 7 (1,419) 10,303
Credit impairment loss S ARERERX (858) (95)
(Asset impairment loss)/reversal of asset (BEEREBERBRX) EER
impairment loss [EECES2E (5,580) 171
Proceeds on disposal of assets BEERENEE 11 (2,417)
Operating profit EFE 24,004 83,281
Add: Non-operating income o ERSMNEA 101 592
Less: Non-operating expenses W EEINT N 3,155 147
Total profit F M4z 20,950 83,726
Less: Income tax expenses WS HER 8 (39,144) 1,631
Net profit F A E 60,094 82,095
Breakdown by continuity of operations RIEERBBEDE
Net profit from continuing operations FELEFFE 60,094 82,095
Breakdown by attributable interests BMAREBY R
Net profit attributable to shareholders of EEBREARIRED
the parent company peiwilbE 60,094 82,095
Loss attributable to minority interests VEREE — —
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Condensed Consolidated Statements of Comprehensive Income (Continued)

BRGE2HRER (E)

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

Six months ended 30 June

BZ6H30H LKA
2024 2023
2024 F 20234
Notes RMB’000 RMB’000
B aF AR T ARBTT
(Unaudited) (Unaudited)
(REER) (REEEZR)
Net other comprehensive loss after tax HitGR e BIENBZFE (359) (126)
Net other comprehensive loss attributable to GERERARIAEE M
shareholders of the parent company after tax A BB TR (359) (126)
Other comprehensive income (loss) that cannot T REE N FHE B R H M
be reclassified into profit or loss Re W (B18E) — —
Other comprehensive loss that can be HE HEBENEMIEGS
reclassified into profit or loss &8 (359) (126)
Exchange differences on translation of foreign SNEB ISR ITE = 8
currency financial statements (359) (126)
Net other comprehensive income attributable to 52 B R L # R HH HE iz 4
minority interests after tax W 2 1) A1 18 0F 58 — =
Total comprehensive income mEWERE 59,735 81,969
Total comprehensive income attributable EBEBRERRMMIBENLGS
to the shareholders of the parent company W 2= 4B 58 59,735 81,969
Total comprehensive income attributable HERLDHRENGE W=
to minority interests ks — —
Earning/(loss) per share BERKE(BE)
Basic earning per share (RMB per Share) EART R (T BR) 10 0.04 0.06
Diluted earning per share (RMB per Share) wEeRkE B’ 10 0.04 0.06
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Condensed Consolidated Statements of Financial Positions

BEHAGRS M BRI K

As at 30 June 2024 7202446 H30H

As at As at
30 June 31 December
2024 2023
712024 F 72023 F
6H30H 128 31H
Notes RMB’000 RMB’000
bt aE ARMT T ARBT T
(Unaudited) (Audited)
(REER) (&%)
Current assets TRENEE
Monetary funds EEEe 304,009 198,503
Transactional financial assets RHEMECHEE — 293
Trade receivables & 45 AR =X 11 306,826 272,666
Prepayments TR A 32,927 29,073
Other receivables H fth JE UK 1,838 11,204
Inventories FE 12 841,988 947,344
Other current assets EMReEE 13 44,001 60,495
Total current assets REBEES 1,531,589 1,519,578
Non-current assets ERBEE
Long-term equity investments REIRERE 14 51,867 54,610
Fixed assets EEE 15 2,889,176 2,955,067
Construction in progress EEIRE 16 12,573 6,311
Productive biological assets EEMEMEE 17 199,492 221,016
Right-of-use assets FREEE 18 181,167 184,733
Intangible assets BVEE 19 85,989 87,323
Long-term deferred expenses REFEER 13,717 16,597
Deferred income tax assets EEAMSHERE 20 81,148 2,397
Other non-current assets EMIERBEE 30,734 9,434
Total non-current assets FRBEES 3,545,863 3,537,488
Total assets BEAS 5,077,452 5,057,066
Current liabilities RBEE
Short-term borrowings ke EfE K 24 621,687 280,373
Transactional financial liabilities RpHEEMEE 1,709 =
Trade payable BT BR K 21 379,639 380,727
Contract liabilities aRAE 16,937 41,852
Payroll payable JRE 1< B T %5 B 22 64,353 76,483
Taxes payable JERZ BB 13,069 9,470
Other payables H b & < 5K 23 149,143 311,886
Non-current liabilities due within one year —FRNIHAERSEE 24 179,812 165,860
Other current liabilities HtnsaE 24 29,616 225,515
Total current liabilities RBABEEE 1,455,965 1,492,166
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Condensed Consolidated Statements of Financial Positions (Continued)

BHAGS M BRI E (&)

As at 30 June 2024 7202446 H30H

As at As at
30 June 31 December
2024 2023
712024 12023 F
6H30H 12H31H
Notes RMB’000 RMB’000
Mt &t ARET T ARBT T
(Unaudited) (Audited)
(REER) (&%)
Non-current liabilities ERBEME
Long-term borrowings RHER 24 289,950 319,970
Lease liabilities HEBE 191,467 187,780
Long-term payables = HA P < 5K 24 33,498 6,011
Estimated liabilities st B E 141 40
Deferred income i JE U 2 18,131 19,006
Deferred income tax liabilities RIEFTIS A E 158 197
Total non-current liabilities FRBABES 533,345 533,004
Total liabilities aE&a5 1,989,310 2,025,170
Owners’ equity FrEERkR
Share capital & 75 29 1,582,618 1,582,618
Capital reserve EARRNE 688,620 697,795
Less: treasury shares W EF R 15,630 21,315
Other comprehensive loss HEfufir & 1A (1,081) (723)
Surplus reserve BB NTE 155,378 155,378
Undistributed profits Ko B F)E 678,237 618,143
Total equity attributable to shareholders of GENERARIMABEER
the parent company T 3,088,142 3,031,896
Minority interests D EIR R = — —
Total owners’ equity FIEERERES 3,088,142 3,031,896
Total liabilities and owners’ equity EENMAEEERAR 5,077,452 5,057,066
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Condensed Consolidated Statement of Changes in Equity

BRGSERZBR

For the six months ended 30 June 2024 &= 202446 5308 (- 751E A

Consolidated statement of changes in owners’ equity for the six months ended 30 June 2024

BENUF6ANBLABARHAAERELBR

Other Total
Share Capital Less: treasury comprehensive Surplus  Undistributed Minority owners’
capital reserves shares income reserves profits Sub-total interests equity
i DY fieE
Items EH B% 508 H:ERER Gaks EBRAE  ROEAE it RRER BRAT
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTRE AR®TR ARWTR ARBTTE ARMTR ARMTR AR®TR AR%TR ARETR
(Unaudited)  (Unaudited)  (Unaudited) (Unaudited)  (Unaudited) ~ (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
(REER) (REER) (REER) (REER) (REER) (REER) (REER) (REER) (AEER)
1. Balance at the end of last year —LEERRE 1,582,618 697,795 21,315 (723) 155,378 618,143 3,031,896 - 3,031,896
Il. Balance at the beginning ofthe = REF{IHE
year 1,582,618 697,795 21,315 (723) 155,378 618,143 3,031,896 - 3,031,896
Ill. Increases/decreases atcurrent = RHEHBHEHE
period = (9,174) (5,685) (359) = 60,094 56,246 = 56,246
(1) Total comprehensive income QEGL ¢ L = = = (359) = 60,004 59,735 = 59,735
(Il) Capital contributed or reduced by (=) Fr & R AT
owners HOER - (9,174) (5,685) - - - (3,489) — (3,489)
1. Ordinary shares contributed 1. FEERAL
by owners @R - (5,183) - - - - (5,183) - (5,183)
2. Capital contributed by the 2 HMERIE
holders of other equity BEERAER
instruments - - - - - - - - -
3. Amounts of share-based 3. RDZAEA
payments recognised in FEEERNEE
owners’ equity - (3,991) (5,685) - - - 1,694 - 1,694
4. Others 4. Efh - - - - - - - - -
(I Profit distribution GBI E - - - - - - - - -
1. Withdrawal of surplus 1. REBHAE
reserves - - - - - - - - -
2. Withdrawal of general risk 2. RR-RERER
reserves - - - - - - - - -
3. Profit distributed to owners (or 3. HAEEERIN
shareholders) A - - - - - - - - -
4. Others 4. Eft - - - - - - - - -
IV. Balance at the end of the period EHHRGE 1,582,618 688,620 15,630 (1,081) 155,378 678,237 3,088,142 - 3,088,142
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Condensed Consolidated Statement of Changes in Equity (Continued)

BHGRERER2 X (F)

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

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

Other Total
Share Capital Less: treasury ~ comprehensive Surplus  Undistributed Minority owners’
capital reserves shares income reserves profits Sub-total interests equity
iy L8 fig&
Items EH R EARE B EBER GalE BHAE  RARIE it REEE EHAH
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AREBTT ARETT ARBTR ARETT ARETR ARETT ARETT ARETT ARET:
(Unaudited) ~ (Unaudited)  (Unaudited) (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
(REER)  (REER)  (REER) Rz (REER)  (REER) (RBER)  (REER)  (REER)
|. Balanceattheend of lastyear ~ — LEFRHE 1,400,000 628,702 27,685 (674) 155,378 456,254 2,611,975 - 2,611,975
Add: Changes in accounting policies 1l : €@t HREE - — — — - 1,571 1,571 = 1,571
Il. Balance atthe beginning ofthe = AEEHHE
year 1,400,000 628,702 27,685 (674) 155,378 457,825 2,613,546 — 2,613,546
Il Increases/decreases atcurrent = AHMEALHEE
period — 3,969 1 (126) - 82,095 85,937 - 85,937
(I) Total comprehensive income (- GalingsE - - — (126) — 82,095 81,969 — 81,969
(Ily Capital contributed or reduced by (=) Fr& R AR
owners HOER = 3,969 1 - - — 3,968 - 3,968
1. Ordinary shares contributed 1. FEERAH
by owners il — — — — — — — — —
2. Capital contributed by the 2. HlgsmTA
holders of other equity BEERAER
instruments — - — — — — — - —
3. Amounts of share-based 3. RDZAFA
payments recognised in MEEERNEE
owners’ equity — 3,969 1 — — — 3,968 — 3,968
4. Others 4. Hfh = = = = = = = = =
(Il Profit distribution EFEHER - - — - - - - - —
1. Withdrawal of surplus 1. RRRHBAE
reserves - - - - - - - - -
2. Withdrawal of general risk 2. RE-RERER
reserves - - - - - - - - -
3. Profit distributed to owners (or 3. HAAEERR)M
shareholders) i - - - - — — — - -
4. Others 4. Eff — — - - - - - - -
IV. Balance at the end of the period RHHRGE 1,400,000 632,671 27,686 (800) 155,378 539,920 2,699,483 — 2,699,483
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Condensed Consolidated Statement of Cash Flows

BHGSERERER

For the six months ended 30 June 2024 &= 202446 5308 (- 751E A

Six months ended 30 June

HBZ6A30RLAMEA
2024 2023
2024% 2023%F
Notes RMB’000 RMB'000
Items BHHE i ARET R ARBTT
(Unaudited) (Unaudited)
(REBER) (REEER)
I. Cash flows from operating activities - BEEHELNBRERE
Cash received from sales of goods and rendering of HEEm RESKKINES
services 2,809,442 2,542,059
Tax refunds received WEMTHERE 53,691 40,168
Cash received from other operating activities WEEMREEEHERNERS 45,742 33,230
Sub-total of cash inflows from operating activities BETEBHIE SR 2,908,875 2,615,457
Cash paid for goods purchased and services received BEAm BEXSBIANES 2,133,187 1,965,336
Cash paid to and on behalf of employees IRNEBINERARIIANRE 310,817 315,288
Cash paid for taxes THNEBERE 61,261 24,423
Cash paid for other operating activities IRNEMELE T EENR S 83,426 54,234
Sub-total of cash outflows from operating activities mEEEIR SR/ aT 2,588,691 2,359,281
Net cash flows generated from operating activities RERHELENRERETFE 320,184 256,176
II. Cash flows from investing activities . RETBELNBELRE
Cash received from disposal of investments Hﬁl Bl EWEIMES - —
Cash received from gains on investments BEREkGZNINES - =
Net cash received from disposal of fixed assets, l;ﬁ EETEE BVEENAM
intangible assets and other long-term assets REEEROAREFE 677 3,244
Net cash received from disposal of subsidiaries and RETARREMEEEMYEH
other business units Begd = =
Cash received from other investing activities WEEMEZEEHEBNERS 8,135 —
Sub-total of cash inflows from investing activities REFHBRERANE 8,812 3,244
Cash paid to acquire and construct fixed assets, ERETEE BEREEMHEM
intangible assets and other long-term assets REEEXANRE 94,409 135,257
Cash paid for investments REZHNRE — =
Net increase in pledge loans BERERFENE — —
Net cash paid to acquire subsidiaries and other business REFRAREMEEENZTH
units Be g — =
Cash paid for other investing activities THEMEREEHEBENES 6,253 —
Sub-total of cash outflows from investing activities REFBRESR L 100,662 135,257
Net cash flows from investing activities REZHELANEESRERE (91,850) (132,013)
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Condensed Consolidated Statement of Cash Flows (Continued)

HHGERERER (H)

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

Six months ended 30 June

HZ6A30AL~MEA
2024 2023
20245 20234
Notes RMB’000 RMB'000
Items BHHE i ARET R ARET T
(Unaudited) (Unaudited)
(REBEK) (REER)
IIl. Cash flows from financing activities = EEEHELNEERE
Cash from absorption of investments WUtz & B 3R & = =
Cash received from borrowings BRGERUKE E’J Re 341,000 531,960
Cash received from other financing activities I EMREEZHEENRES 35,000 102,000
Sub-total of cash inflows from financing activities SETYHRSTANNET 376,000 633,960
Cash paid for debts repayments BREEKIAMNES 30,020 626,758
Cash paid for distribution of dividends and profits or D BRI - FE B F B 89
payment of interest Re 21,791 38,839
Cash paid for other financing activities THEMAEEEZHEBORS 512,012 61,619
Sub-total of cash outflows from financing activities EEEHR LML/ E 563,823 727216
Net cash flows from financing activities EETHEANRERETRE (187,823) (93,256)
IV. Effect of fluctuation in exchange rate oncashand 1+ EXSHURELRHLSEIN
equivalents ye 4,850 (332)
V. Net increase in cash and cash equivalents I BeRBSSENFEME 45,361 30,576
Add: Cash and cash equivalents at beginning of period m:EHNReRREEENHE 189,929 144,733
V1. Cash and cash equivalents at end of period A BRBERBELSEYHE 235,290 175,309
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Notes to the Condensed Consolidated Financial Statements

BHGEMBRRME

For the six months ended 30 June 2024 &= 202446 5308 (- 751E A

1. BASIS OF PREPARATION OF THE FINANCIAL 1. EFERNVERER

STATEMENTS

()M E

(I) 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

AU BRREBTEMBEBROAO(EEE
AHER — EREADMZRARB ST ER
CEFEEGFEANEMRER XS ER

REREMEERTE (LA TEEIEEEFTE
RID RS - poh AU B RKREN A(E BB
AERZMABBRARER EMRAID(KETR
ADDEOREGRX - A TR ANE622F
(RBHERBD B ERRERE

and respective specific accounting standards, application
guidelines for Chinese 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 provisions 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, FERE

APBBRAFELERER RS -

2. CONTINUOUS OPERATIONS

The financial statements are prepared on a going concern basis.
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Notes to the Condensed Consolidated Financial Statements (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. EESTHE RS 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
Company’s consolidated financial position as at 30 June 2024 and
the consolidated results of operations and cashflows for the six
months ended 30 June 2024.

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 2024 to 30
June 2024.

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.

SHANDONG FENGXIANG CO., LTD. LR BB ER QT
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Notes to the Condensed Consolidated Financial Statements (Continued)

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) Judging criteria for control

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.
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Notes to the Condensed Consolidated Financial Statements (Continued)

BAGE M & ®R M (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ 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
and total comprehensive income in the consolidated income
statement 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. Where control over the investee under common
control is obtained due to reasons such as increase in
investments, for equity investment held before the control over
the acquiree is obtained, profit or loss, other comprehensive
income and other changes in net assets recognised from the
later of the acquisition of the original equity interest and the
date when the acquirer and the acquiree are placed under
common control until the date of combination are offset
against retained profit at the beginning of the period of the
comparative financial statements or profit or loss of the period
respectively.

SHANDONG FENGXIANG CO., LTD. LR BB ER QT

3.

EZEMBEKER A @)

EOHMBRRNOERT X (E)

(2) EHHERF

ARARHBECEEER A — S5t X8
BRE-—NSABRRBREMUBRER R
RACEREEREBH BRI  CERRNE
EMEB-ARAEFRA FRAEEZH
HENABRZNTE TUEE  RER S
RPMAEERLERERLN  2RERX
BOBE - MFRAFKANSTRER &5
HHEERARAT—2N EREAHIE TR
REFBARAWNEFBOR St HIFETT
WEHFHE -

FRAMEE#ED EHRFRENEREAS
WHEPBRODBERODBEIESHEE
BERTHAEERDEBEBE T AHMNERS
FEMBERE TMEA KEEERE TEBT
Re FRABVERRAENENBEERT
PEBEREZFARMUMBEERETHE
B EMMKOEREE - R D B R

I8 90 F 2 B 2 R T

EREMA - AR -2 TEXAHEMT
RAHEBH  BFRRXERE G E Y
NERESHRNKEXRMBA S REAA
EHMBERER REHEEHMBERROBD
BAMLELBRBRROBABERETHE BRA
DF& B 3R 5 X 58 B S AR 4 B 77 B9 46 128 I B B
E-—BEFE AENKEERAEMYR—
ZH TR WRE T BRZES N EREKRE
HOEGREZAFAENRERE  ERER
Ptz BEA G MR A P77 RIBE MR — 2=
HZEABAEEAHAZCHCEREHME
@ EGAaRaEARELFEEZS 2
BB LR R MR B F RSN E S

= Nz
B e



Notes to the Condensed Consolidated Financial Statements (Continued)
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3. SIGNIFICANT ACCOUNTING POLICIES AND 3. EESTHERE M@

ACCOUNTING ESTIMATES (Continued)
Preparation method of consolidated financial EOHMBERROER S E(E)
statements (Continued)

(2) & ERF (&)

(2) Consolidation procedures (Continued)

Addition of subsidiary or business (Continued)

During the Reporting Period, if there is an addition of
subsidiary or business due to business combination not
under common control, it shall be included, from the date of
purchase, in the consolidated financial statements based on
the fair value of each of the identifiable assets, liabilities and
contingent liabilities determined on the date of purchase.

Where control over the investee not under common control
is obtained due to reasons such as increase in investments,
for the equity interest of the acquiree held before the date of
purchase, the Company remeasures the equity interest at
its fair value as at the date of purchase, and any difference
between the fair value and its book value will be accounted
for as investment gains of the period. Other comprehensive
income that will be reclassified into losses and profits and
other changes in owners’ equity under equity accounting with
respect to the equity interest in the acquiree held before the
date of purchase are transferred to investment gains of the
period to which the date of purchase belongs.

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 (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Preparation method of consolidated financial
statements (Continued)

(2) Consolidation procedures (Continued)

Disposal of subsidiary (Continued)

@ Stepwise disposal of subsidiary

In respect of stepwise disposal of equity investment in a
subsidiary through multiple transactions until control is lost, if
the terms, conditions and economic effects of the transactions
of equity investment in the subsidiary satisfy one or more
of the following conditions, the transactions are normally
accounted for as a package of transactions:

i. these transactions are entered into simultaneously or after
considering the effects of each other;

ii. these transactions constitute a complete commercial
result as a whole;

iii. one transaction is conditional upon at least one of the
other transaction;

iv. one transaction is not economical on its own but is
economical when considering together with other
transactions.

Where the transactions constitute a package of transactions,
the Company accounts for the transactions as a transaction
of disposal of a subsidiary resulting in the loss of control; the
difference between the amount received each time for disposal
before control is lost and the net assets of such subsidiary
corresponding to the disposal of investment is recognised
as other comprehensive income in the consolidated financial
statements, and upon loss of control, is transferred to profit or
loss of the period during which control is lost.

Where the transactions do not constitute a package of
transactions, before the loss of control, the transactions are
accounted for based on partial disposal of equity investment in
a subsidiary that does not involve loss of control; when control
is lost, they are accounted for using the general method for
disposal of subsidiaries.
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3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Preparation method of consolidated financial
statements (Continued)

(2) Consolidation procedures (Continued)

(3)

(4)

Purchase of minority interests in subsidiary

For the difference between the long-term equity
investment newly acquired due to the purchase of minority
interests and the share of net assets of the subsidiary that
the Company is entitled to calculated according to the new
shareholding accumulated from the date of purchase or
date of combination, share premium of the capital reserve
in the consolidated balance sheet will be adjusted; where
share premium of the capital reserve is insufficient for the
write-down, retained profit will be adjusted.

Partial disposal of equity investment in subsidiary
without loss of control

For the difference between the consideration received
from disposal and the net assets of the subsidiary that
the Company is entitled to corresponding to the long-term
equity investment disposed accumulated from the date
of purchase or date of combination, share premium of
the capital reserve in the consolidated balance sheet will
be adjusted; where share premium of the capital reserve
is insufficient for the write-down, retained profit will be
adjusted.

3)

(4)

Notes to the Condensed Consolidated Financial Statements (Continued)
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Notes to the Condensed Consolidated Financial Statements (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

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 (Continued)

3. SIGNIFICANT ACCOUNTING POLICIES AND

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 (Continued)
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For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

3. SIGNIFICANT ACCOUNTING POLICIES AND
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.

SHANDONG FENGXIANG CO., LTD. LR B #BR4ER AT

3. EEESTHEREF M@
AR ERARKE ST REE
B 3E(E)

IR RRITE (F

(2) 515 Ry 3 3 2 09 T B

EEBBERTWNEENAFERRE KABE
BERANANPEXRTE  MAEEREERA
BRIRASEFNEIEBN EMBERAREE
FRRHERTE - FERFHRANER
BHE KAXZELEENAHEXRTH -

BRERIIMEER A EZIRIMNEEREN I
KUBRERNEZR BMEEREEAE
AREE RS-

E®MIA

AABERRERITAESRN — T R 1A
TRHEE TRHABIERTA-

(1) BT AT H

REARFEEZSREENEHEANS
REENARRESRERE TREENT
REREDER  UBBRKAFENERE
E UAABEFEEEEHTAHLMBES
WHHEBMEEMARAEEFELLEZS
AAAZHIERNEREE -



3.

Notes to the Condensed Consolidated Financial Statements (Continued)
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SIGNIFICANT ACCOUNTING POLICIES AND 3. EESTHERE M@

ACCOUNTING ESTIMATES (Continued)
Financial Instruments (Continued) SRIAE)

(1) TR T AN S E (&)

(1) Classification of financial instruments (Continued)

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.

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. On initial recognition, the Company
may irrevocably designate a financial asset that otherwise
meets the requirements to be measured at amortised cost
or at fair value through other comprehensive income as at
fair value through current profit or loss if doing so eliminates
or significantly reduces an accounting mismatch that would
otherwise arise.
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Notes to the Condensed Consolidated Financial Statements (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

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

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.

When meeting any of the following criteria, the Company
may, at initial measurement, designate a financial liability as
measured at fair value through current profit or loss:

(1) Such designation would eliminate or significantly reduce
an accounting mismatch.

(2) A group of financial liabilities or financial assets and
financial liabilities is managed and its performance is
evaluated on a fair value basis, in accordance with a
documented enterprise risk management or investment
strategy, and information about the group is provided
internally on that basis to the entity’s key management
personnel.

(38) The financial liabilities include embedded derivatives
which can be split separately.
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Notes to the Condensed Consolidated Financial Statements (Continued)
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3. SIGNIFICANT ACCOUNTING POLICIES AND 3. EESTHERE M@

ACCOUNTING ESTIMATES (Continued)
Financial Instruments (Continued) SRIAE)

(2) £ BT AAYHEZ M@K IE A B 0%

(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 3. EEESTHEREF M@
ACCOUNTING ESTIMATES (Continued)

Financial Instruments (Continued) SRIAE)
(2) Recognition basis and measurement method of (2 tRTANERKEBENER L (E)

financial instruments (Continued)

Financial assets (equity instruments) measured at fair URAAEBEFEAEZETFAAEMES

value through other comprehensive income Wz a & E (#BmLA)

Financial assets (equity instruments) measured by fair value LARBEFEEEZSH T AHLMERS KE
through other comprehensive income, including other equity HNemEE(Ea TR PREEMERT AR
instruments, are initially measured at fair value plus relevant BE RAREBEETYVGSE  HERXS
transaction costs, and subsequently measured at fair value BRAFAVEEREE ZeMEERAR
through other comprehensive income. The dividends received BEETRENE AREEZHTAEM
are included in current profit or loss. e e - BUSHIRFIET A S BB -

When derecognised, the accumulated gain or loss previously RIEHERE - ZAIEF AR MAR S WA RET
recognised in other comprehensive income is transferred from FISBERAREMGEREREDL - 5T AR
other comprehensive income to retained earnings. Flas e

Financial assets at fair value through current profit or UArBEFEARZEF;AELER
loss 8% B & E

Financial assets measured at fair value through current profit LAnEBETEEEZHTAZHEZD
or loss, including transactional financial assets, derivative TREEPRRRIGEEREE TESHE
financial assets and other non-current financial assets, are E -HMERBeREES RAABEE
initially measured at fair value with relevant transaction costs TmE e HEARXSERGASHER -

included in current profit or loss, Such financial assets are ZEMEERAABEETERESE 2R
subsequently measured at fair value through current profit or BEZEFTAEHER -

loss.

Financial liabilities measured at fair value through KA BEGFAEARZEH ;I AEHEZ
current profit or loss MEFEE

Financial liabilities measured at fair value through current profit LAnBEFEEHESH T AEHEZN S
or loss, including transactional financial liabilities, derivative RAEERERXZUESREBE TEEmAE
financial liabilities, etc., are initially measured at fair value with L BRAABEETVRAZ HERXSE
relevant transaction costs recognised in current profit or loss. At \EHEZ ZeRBEEAREBEE
Such financial liabilities are subsequently measured at fair TREFE DABEZD AL HBE-

value through current profit or loss.

On derecognition, the difference between the carrying amount RILHERN  HEEEEEINHEEZMH
and the consideration paid is recognised in current profit or R EE A BB -
loss.
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Notes to the Condensed Consolidated Financial Statements (Continued)

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Financial Instruments (Continued)

(2)

(3)

Recognition basis and measurement method of
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 derecognise a financial asset if it meets one of
the following conditions:

— the contractual rights to receive the cash flows from the
financial asset expire;

— the financial asset has been transferred, and substantially
all the risks and rewards of ownership of the financial
asset have been transferred to the transferee;

— the financial asset has been transferred, and the
Company neither transferred nor retained substantially all
the risks and rewards of ownership of the financial assets,
but did not retain its control over the said financial assets.

If the Company and the counterparty modify or renegotiate
the contract and it constitutes a substantial amendment, the
recognition of the original financial asset shall be terminated,
and a new financial asset shall be recognised in accordance
with the amended terms.

When transferring a financial asset, if the Company retains
substantially all risks and rewards of ownership of the financial
asset, the Company shall continue to recognise such asset.
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Financial Instruments (Continued)

(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 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 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, the financial asset shall continue to be
recognised and the consideration received is recognised as a
financial liability.
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Notes to the Condensed Consolidated Financial Statements (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)
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Notes to the Condensed Consolidated Financial Statements (Continued)

BAG S M B |R M= (R

For the six months ended 30 June 2024 &= 202446 5308 (- 751E A

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. EESTHERE M@

ACCOUNTING ESTIMATES (Continued)
EWMIAE

Financial Instruments (Continued)

(4) Derecognition of financial liabilities

(4 THREEARILER

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.
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Notes to the Condensed Consolidated Financial Statements (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

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 prioritises
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 shall dispose of financial assets measured at
amortised cost, financial assets (debt instruments) measured
at fair value through other comprehensive income and
financial guarantee contracts, etc. as impairment on the basis
of expected credit losses.

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 recognise the expected credit losses.
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Notes to the Condensed Consolidated Financial Statements (Continued)

BAG S M B |R M= (R

For the six months ended 30 June 2024 &= 202446 5308 (- 751E A

SIGNIFICANT ACCOUNTING POLICIES AND 3. EESTHERE M@

ACCOUNTING ESTIMATES (Continued)

SRIAE)

Financial Instruments (Continued)

(6) B EERMEBENAFALT LR EGEE

(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 (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

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 formed by the transactions regulated in
the Accounting Standards for Enterprises No.21 — Leasing,
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) Classification for inventories and cost

(2)

Inventories are classified into materials in transit, raw
materials, turnover materials, inventory 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.

SHANDONG FENGXIANG CO., LTD. LR BB ER QT

S

ERSMBERE A @)

SRIAE)

(6) EMEERME R R H T ERE it B HE

Tk ()

HRE(EESHENE2IRTHEREN
RSHKROAE R - NDQAIEZRELE
REEXNEEAFEHARGERABELANSE
AAEHBKRER-

ARATBAREAHEREESCRRERE
ERE2HRAEIREN  BERRLZEHE
EEFY AR TE B AR o

Fi=]

=4

(1) FEH T B LA

FESERERNE  BAHF BB
BEER EER BHES OHRELH
aES-

FERKAETINRGTE FERABER
AN NI AFMEAMEFEESD B AS
PRANR AP 3 AE RO ST H o

(2) BE#MEYEE

HEMAEMEERRARFANNE  SH -
R CHER - HREEMEERFREAA
BEERLEERFE EARAAREEBRH
EERAMNEHELNBEABERNZEF WS
HEEBLHMFAE YRS -



Notes to the Condensed Consolidated Financial Statements (Continued)

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 (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ 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

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.

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.
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Notes to the Condensed Consolidated Financial Statements (Continued)

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Inventories (Continued)
(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.

Contract assets
(1) 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.

(2) 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 (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

3.

Long-term equity investments

(1)

(2)

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.

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 (Continued)

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 for the current
period 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 (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

3. EEETTRERREF M5 ()

RERERE (&)

Long-term equity investments (Continued)

(3) BB EBR IR ERLE ()

(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 (Continued)

BAG S M B |R M= (R

For the six months ended 30 June 2024 &= 202446 5308 (- 751E A

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. EESTHERE M@

ACCOUNTING ESTIMATES (Continued)

REARERE (&)

Long-term equity investments (Continued)

(3) A= B K18 2 R 5% (F)

(3) Subsequent measurement and recognition of profit

or loss (Continued)

Long-term equity investment accounted for by equity
method (Continued)

The unrealised profit or loss resulting from transactions
between the Company and its associates or joint venture shall
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
assets that consist of operations.

The Company discontinues recognising its share of net
losses of the investee after the carrying amount of the long-
term equity investment and any long-term interest that is in
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.

Disposal of long-term equity investments

When long-term equity investments are disposed of, the
difference between the carrying amount and the actual
proceeds received should be charged to current profit or loss.

For the certain long-term equity investment treated under
the equity method, where the remaining equity continues
to be accounted for using the equity method, the other
comprehensive income previously recognised under the equity
method shall be transferred in proportion by using the same
basis as the investee used for direct disposal of relevant
assets or liabilities. Other Changes of Owner’s Equity shall be
transferred in proportion into current profit or loss.
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Notes to the Condensed Consolidated Financial Statements (Continued)

BAGE M & ®R M (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

3.

SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Long-term equity investments (Continued)

(3) Subsequent measurement and recognition of profit

or loss (Continued)
Disposal of long-term equity investments (Continued)

When the Group loses the control or material influence over
the investee due to disposal of equity investment and other
reasons, for other comprehensive income recognised in
the original equity investment due to the adoption of equity
method, it shall be treated using the same accounting basis
as the investee used for direct disposal of relevant assets
or liabilities when ceasing to use the equity method. Other
Changes of Owner’s Equity shall be transferred into the
current profit or loss when ceasing to use the equity method.

When the Group loses the control over the investee due to
partially disposal of equity investment and other reasons, the
remaining equity interest after disposal shall be accounted
for under equity method in preparation of separate financial
statements provided that joint control or material influence over
the investee can be imposed and shall be adjusted as if such
remaining equity interest had been accounted for under the
equity method since being obtained. The other comprehensive
income previously recognised before obtaining the control
over the investee shall be transferred in proportion by using
the same basis as the investee used for direct disposal of
relevant assets or liabilities. Other Changes of Owner’s Equity
recognised as a result of the adoption of the equity method
shall be transferred to the current profit or loss on pro rata
basis. Where the remaining equity interest after disposal
cannot exercise joint control or exert material influence over
the investee, it shall be recognised as financial asset, and the
difference between fair value and the carrying value on the
date of losing control shall be included in current profit or loss.
All the other comprehensive income and Other Changes of
Owner’s equity recognised before obtaining the control over
the investee shall be transferred.

For disposal of the equity investment in a subsidiary in stages
by multiple transactions resulting in the loss of control, where
the Company accounts for a package deals, accounting
treatment shall be conducted for all transactions as the equity
investment for disposal of a subsidiary and the transaction
in the loss of control. In the individual consolidated financial
statements, the differences between the consideration
disposed and the corresponding carrying value of long-term
equity investment of the disposed equity in each transaction
prior to the loss of control shall be recognised in other
comprehensive income first and transferred to the current
profit or loss when the parent eventually loses control over
the subsidiary. Where the no package deal is accounted for,
accounting treatment shall be conducted for each transaction
individually.
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Notes to the Condensed Consolidated Financial Statements (Continued)

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 (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. EEgTHERER M)
ACCOUNTING ESTIMATES (Continued)
Fixed assets (Continued) EE&EE)
(2) Methods for depreciation (Continued) (2) HEGZL (&)
The depreciation methods, useful life of depreciation, residual SHEETEEMENE TEFR EEX
value rate and annual depreciation rate of each category of MEFEERMT -
fixed assets are as follows:
Residual Annual
Useful life value depreciation
Category Depreciation method (Years) rate (%) rate (%)
5l &7 *E TEER(F) R AE & (%) FIEE(%)
House and buildings Straight-line method 20-40 5) 2.38-4.75
P E N2 T ERE
Machine and equipment Straight-line method 4-15 8 6.33-23.75
HESER T FRIE
Vehicle Straight-line method 5-8 5) 11.88-19.00
iR T EBRE
Electronic equipment Straight-line method 5-8 B 11.88-19.00

BT&

FHERE
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Notes to the Condensed Consolidated Financial Statements (Continued)

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 (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

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;

(2) borrowing costs have been incurred;

(3) 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 (Continued)

BAG S M B |R M= (R

For the six months ended 30 June 2024 &= 202446 5308 (- 751E A

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. EESTHERE M@

ACCOUNTING ESTIMATES (Continued)

Borrowing costs (Continued) ERERE)
(4) Capitalisation rate and calculation of capitalisation (4) EHEHRAELXILE BXLLENTE
amount of borrowing costs 5 ;

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
the amount of borrowing costs for capitalisation.

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.

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.

HRRBREREBELEFTRENMKGHNEE
MEANBEFMER  AEPFIERENERE
EMERER  REAARBANBEREST
ARITEAS B R B A S 1T E B 1 R B X
BHRENSERNESE KEEERERN
BARe®-

HRABERELEETRENCBKMNEE
mERAN—RER RERABEIHBEB
B FIERED D BB B S AR 19 BOR DA R
HR—RERNERCE  FEEE—RE
RETEAMNERERESR - EXRMEEXR
B RERNEFHERNEXAERE

EERNCHER  INEHEMEREAERAE
MELEZE TUERNE FATEEAREL
RIFEIE EM A A © BRIMNE FFIE R Z SN
HiMNERRAS REFNEMELNER =
B AEHIEE -

Interim Report 2024 FHA%R &

89



90

Biological assets

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 (Continued)
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For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

3. EEETHEREF M@
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3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Intangible assets

(1) Measurement of intangible assets

(1)

(2)

Intangible assets are initially measured at cost upon
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.

Subsequent measurement

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 with
finite useful life

Notes to the Condensed Consolidated Financial Statements (Continued)

BAG S M B |R M= (R

For the six months ended 30 June 2024 &= 202446 5308 (- 751E A

3. EEETHEREF M@
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Estimated Residual

Items Useful Years Amortisation method value rate Basis

BB EAERST BHESHE BEZER KB

Land use rights 25-50  Straight-line method 0 Terms for bringing economic benefits to
the Company

o 3 {5 7 FRFE RR B RAS B R 25 60 BB IR

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

gt FRF1E A3 B RS N 25 B B PR

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 (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Intangible assets (Continued)

(3)

(4)

Scope of Depositing of R&D Expenses

The expenditures incurred during the research and
development of the Company include benefits of relevant
R&D employees, R&D and design expenses, depreciation
expenses, etc., which shall be deposited with the following
method:

Labor expenses refer to the total labor costs of R&D
employees, including annual salaries, five insurances, housing
provident fund and salary surcharges made.

Office expenses, traveling expenses and others refer to the
office and traveling expenses incurred for R&D.

Depreciation expenses and amortisation of intangible assets
refer to the depreciation and rental expenses of the premises
of the R&D institution, and equipment and instruments
purchased for R&D activities.

Other relevant expenses refer to other relevant expenses for
R&D projects.

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.
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Notes to the Condensed Consolidated Financial Statements (Continued)

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Intangible assets (Continued)

(5) 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;

(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.
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Notes to the Condensed Consolidated Financial Statements (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

3.

SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Impairment of long-term assets

Long-term equity investments, 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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Notes to the Condensed Consolidated Financial Statements (Continued)

3. 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 recognise 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.
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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.

The amortisation period and amortisation method for each expense
are: evenly amortised over the benefit period.

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 (Continued)

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Employee benefits (Continued)

(1) 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 recognise 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.

(2) 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 (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ 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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Notes to the Condensed Consolidated Financial Statements (Continued)

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; when the Company recognises such cost
or expenses associated with the restructuring involving the
payment of termination benefits.

Estimated liabilities

The Company shall recognise 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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Notes to the Condensed Consolidated Financial Statements (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

3.

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 (Continued)

BAG S M B |R M= (R

For the six months ended 30 June 2024 &= 202446 5308 (- 751E A

SIGNIFICANT ACCOUNTING POLICIES AND 3. EESTHERE M@

ACCOUNTING ESTIMATES (Continued)

B4 X A4 (48)

Share-based payments (Continued)

(1) Equity-settled share-based payments and equity (1) ABBEENROGZ I REZT 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 recognise 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, recognising the outstanding amount for
the remainder of the vesting period in current profit or loss,
while recognising capital reserve. However, if new equity
instruments are granted and they are verified at the granting
date of new equity instrument as alternatives 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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Notes to the Condensed Consolidated Financial Statements (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

3. EEETTRERREF M5 ()

IR 43 2 A4 (48)

Share-based payments (Continued)

(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.

The Company amends the terms and conditions of a cash-
settled share-based payment agreement to make it become an
equity-settled share-based payment. At the date of amendment
(whether occurring during or after the end of a vesting period),
the Company measures the equity-settled share-based
payment at the fair value of the equity instruments at the grant
date by including the acquired services in capital reserves
and derecognising the liability recognised for the cash-settled
share-based payment on the date of amendment, where the
difference is recognised in profit or loss for the current period.
If a vesting period is extended or shortened as a result of the
amendment, the Company will account for in accordance with
the amended vesting period.
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Notes to the Condensed Consolidated Financial Statements (Continued)

BAG S M B |R M= (R

For the six months ended 30 June 2024 &= 202446 5308 (- 751E A

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. EEESTHEREF M@
ACCOUNTING ESTIMATES (Continued)

Revenue PN

(1) Accounting policies for revenue recognition and (1) WA TEZ A & 8 AR 89 & &t BE
measurement
The Company recognises revenue when the performance RAARERTTARFHNEANRYE  NER
obligation in a contract is fulfilled, namely the customer obtains 5 HR A5 40 78 75 oo sk AR 7% 1 IR R R SR A o
control of relevant goods or services. Control of a good or /SR mak RIBIESI#E - SHEEREE
service refers to the ability to direct the use of the good or ZE MBI REOERLEPEFSET 2B
service, and obtain substantially all of the benefits from the BB 5 -

goods or services.

If a contract contains two or more performance obligations, at SRFBEEMBRZERANRBTH - AQF
the commencement of the contract, the Company allocates EERMABA RBEEBEBRENRGMES
the transaction price into each individual performance Amsk RN EBEENHELLE 85
obligation according to the relative proportion of each BROBEZEEEERBRAORE -A2FKRS
individual selling price of goods or services committed by HEXEHBRAEBHIRZEBTERA -

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 (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. EEESTHEREF M@
ACCOUNTING ESTIMATES (Continued)

Revenue (Continued) WA (&)

(1) WARBRZF T EIERBH S BE (&)

(1) Accounting policies for revenue recognition and

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 fulfiled 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.
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Notes to the Condensed Consolidated Financial Statements (Continued)

BAG S M B |R M= (R

For the six months ended 30 June 2024 &= 202446 5308 (- 751E A

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. EESTHERE M@

ACCOUNTING ESTIMATES (Continued)

Revenue (Continued) WA (&)

(1) WABRZH B ERAEH S BE (&)

(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
recognise revenue only to the extent of the cost until a reliable
measure of fulfillment progress can be made.

For a performance obligation satisfied at a point in time, the
Company shall recognise 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 (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Revenue (Continued)

(1) Accounting policies for revenue recognition and

(2)

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 commaodity.

— The customer has accepted the goods or services.

The Company determines whether the Company is a principal
or an agent at the time of the transaction based on whether or
not it has control over the goods or services before the transfer
of the goods or services to the customer. If the Company is
able to control the goods or services before the transfer of the
goods or services to the customer, the Company shall be the
principal and shall recognise the revenue according to the total
consideration received or receivable; otherwise, the Company
acts as an agent and recognises revenue in the amount of
commissions or commissions that it is expected to be entitled
to.

Disclosure of specific revenue recognition and
measurement methods by type of business

(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.
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Notes to the Condensed Consolidated Financial Statements (Continued)

BAG S M B |R M= (R

For the six months ended 30 June 2024 &= 202446 5308 (- 751E A

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. EEESTHEREF M@
ACCOUNTING ESTIMATES (Continued)

Revenue (Continued) WA (5)
(2) Disclosure of specific revenue recognition and (2 BERXBEAEEARKRAERTAR
measurement methods by type of business (Continued) FTEHE (&)
(2) Analysis and introduction of the corresponding (2) BIRAK 1 5] 45 & /& an WA HE & B9 %
business characteristics of the Company’s revenue BRI A

from sales of goods

Shandong Fengxiang Industrial Co., Ltd. and Shandong LWREBFEEEERAGAMLUREER
Fengxiang Food Development Co., Ltd. are the main mERERAFZRYHINEENETE T
subsidiaries of the Company’s external sales. Shandong AR AIENERSBERAEAE

Fengxiang Industrial Co., Ltd. focuses on the raw BEANERNREMNIARMAE - HIMNH
chicken cutting products and Shandong Fengxiang Food EXPORRBEABRRER BRiE
Development Co., Ltd. focuses on processed and cooked BEEMEORP - RRIHARETL T MU
chicken products. The external sales customers are B HREERINARETRES
domestic advanced payment customers, credit customers B A —REBBRARER -

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 (Continued)

BRES

B 7% ¥ 2 Y = ()

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

3.

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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Notes to the Condensed Consolidated Financial Statements (Continued)

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
recognise 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 (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Government grants (Continued)

(1)

(2)

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 recognises 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.

(3) 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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Notes to the Condensed Consolidated Financial Statements (Continued)

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Government grants (Continued)
(3) Accounting treatment (Continued)

The interest subsidies for policy-related preferential loans
obtained by the Company are divided into two types and
subject to accounting treatment separately:

(1) Where the interest subsidies are appropriated from
the fiscal funds to the lending bank and then the bank
provides loans to Company at a policy-based preferential
interest rate, the Company will recognise the amount of
borrowings received as the initial value and calculate the
borrowing costs according to the principal amount and the
policy-based preferential interest rate.

(2) Where the interest subsidies are paid directly to the
Company, the Company will use such interest subsidies
to offset the corresponding borrowing costs.
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Notes to the Condensed Consolidated Financial Statements (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

3. 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
income tax and deferred income 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 income tax assets and deferred income tax liabilities
are recognised based on the differences (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 utilised. For deductible
losses and tax credits that can be reversed in the future years,
deferred income 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 or
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 and the assets and
liabilities initially recognised would not result in the same
amount of taxable temporary differences and deductible
temporary differences.

Deferred tax liabilities are recognised for taxable temporary
differences arising from investments in subsidiaries, associates and
joint ventures, 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, associates and joint ventures 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 income tax assets are
recognised.
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Notes to the Condensed Consolidated Financial Statements (Continued)

SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

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

On the balance sheet date, deferred income tax assets and
deferred income 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 income tax asset is reviewed at
each balance sheet date, and is reduced when sufficient taxable
income is not likely to be obtained in future periods to offset the
benefit of deferred income tax assets. Such reduction will be
reversed when sufficient taxable income is likely to be obtained.

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 income tax assets and deferred
income 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 (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ 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
recognises 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 (Continued)

BAG S M B |R M= (R

For the six months ended 30 June 2024 &= 202446 5308 (- 751E A

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. EESTHERE M@

ACCOUNTING ESTIMATES (Continued)

HE @

Lease (Continued)

(1) XLAERRBA (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 lease term or the end of the useful
life of the right-of-use asset.

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
recognises 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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Lease (Continued)

(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.

SHANDONG FENGXIANG CO., LTD. LR BB ER QT

Notes to the Condensed Consolidated Financial Statements (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

3. SIGNIFICANT ACCOUNTING POLICIES AND
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3. SIGNIFICANT ACCOUNTING POLICIES AND 3. EESTHERE M@

ACCOUNTING ESTIMATES (Continued)

HE @

Lease (Continued)

(1) XLAERRBA (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 a single
leased asset is a brand-new asset, the Company treats a
lease with a value of no more than RMB40,000 as a low-value
asset lease. 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.

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.
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Lease (Continued)

(2) The Company as a lessor

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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3. SIGNIFICANT ACCOUNTING POLICIES AND 3. EESTHERE M@

ACCOUNTING ESTIMATES (Continued)

HE @

Lease (Continued)

(2) XLalERHEA(E)

(2) The Company as a lessor (Continued)

Accounting treatment of financing leases

At the commencement date of lease term, the Company
recognises financing lease receivable for financing leases and
derecognises 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 recognises 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 (Continued)
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3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Lease (Continued)

(2)

(3)

The Company as a lessor (Continued)
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”.
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Notes to the Condensed Consolidated Financial Statements (Continued)
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3. SIGNIFICANT ACCOUNTING POLICIES AND 3. EESTHERE M@

ACCOUNTING ESTIMATES (Continued)
Lease (Continued) HE®)
(3) Sale and leaseback transactions (Continued) (3) EAHEIXZ (&)

(1) tEBEHA

(1) As a lessee

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 recognise
relevant gains or losses only for the right to transfer to the
lessor. After the commencement date of the lease term,
the subsequent measurement of right-of-use assets and
lease liabilities and lease changes are detailed in "Lease
1. The Company as a lessee" in this note. The manner in
which the Company determines the lease payments or the
modified lease payments does not result in the recognition
of gains or losses related to the right to use acquired
from the leaseback, in the subsequent measurement of
lease liabilities arising from the sale and leaseback. If the
transfer of assets in the sale and leaseback transaction
is not a sale, the Company, as a lessee, continues
to recognise the transferred assets and recognises a
financial liability equal to the transfer income. For details
of accounting treatment for financial liabilities, please see
Note “Financial instruments”.

(2) As a lessor

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 recognise the transferred assets, but
recognises 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 (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

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).

(2) 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.

(3) 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.
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3. EEETTBERRER M5 ()

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.

(2) 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.

(3) 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 (Continued)

BRGS M B RERME (R
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3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

3. EEETTRERREF M5 ()

Hedge accounting (Continued) EHEF @
3. The criteria for hedge accounting 3. EHEHNEEGZE

(1) Fair value hedges (1) 2L EEEH

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
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profit or loss. The changes in the fair value of the hedging Hiig 2% -
instrument are also recognised in the current profit or
loss.
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3. SIGNIFICANT ACCOUNTING POLICIES AND 3. EESTHERE M@

ACCOUNTING ESTIMATES (Continued)

Hedge accounting (Continued) EHEE @

3. EHEFNEELEE)

3. The criteria for hedge accounting (Continued)

(2) Cash flow hedges 2) HenEEH

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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3. SIGNIFICANT ACCOUNTING POLICIES AND 3. EEESTHEREF M@
ACCOUNTING ESTIMATES (Continued)

Hedge accounting (Continued) EHEF @
3. The criteria for hedge accounting (Continued) 3. EHETEERZE(E)
(3) Hedges of a net investment in a foreign operation (3) BIEEFKREEH

Hedges of a net investment in a foreign operation, HBIINCEFIRENEDR  BEERF
including a hedge of a monetary item that is accounted REN—MOMEEMLEENER &
for as part of the net investment, are accounted for in a EEEBESREENHEU - -EHT AN
similar way to cash flow hedges. Gains or losses on the FEHBLAPEBEREIERNILS
hedging instrument relating to the effective portion of the SFAEMEAEE W MEREROI 5
hedge are recognised in other comprehensive income HRAEHEZ EERIINEER (T
while any gains or losses relating to the ineffective portion ET AE ARG W REFFIS 1B K
are recognised in the current profit or loss. On disposal i FrAEHES -

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 FEGTHEE R M E

The Company continuously evaluates estimates and judgments ARAIBRBBALCBRRAMER(EREEEHAE
based on historical experience and other factors, including ST E KRR E MG A TER) FF A& 5k 5T & A B
reasonable projections of future events under relevant YEH BTl o AN A R ¥R 2R/ W {d H RO R &% © P A
circumstances. The Company makes estimates and assumptions et EARISEABERERER - BEE
about the future. Accounting estimates under judgments are EH G RBEMER T —EASHFEANREE
seldom equal the actual results. The risks of making estimates LEREREEFEERAERNRRITREAT -

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 realisable value of inventories is lower than the (1) FENTEE FEERFENFKREE
carrying amounts of inventories

The net realisable value of inventory is the estimated selling GFEMAERFE SEEABEDH 7
price of inventory in the ordinary course of activities, less the ENEAaEEREER IRMEAHERLEDN
estimated costs to be incurred at completion, estimated selling B BETMHEBEBRURIEBANBENS
expenses and related taxes. These estimates are based Fom et BERITMIGMRNREEEMU
on current market conditions and historical experience in MEEMMNBTARMEL ERENITE
selling products of a similar nature. In severe industry cycles, BAEF FEEEARFH TR mHAEE
inventories may change significantly due to the actions of H EREBRBREAHREFH G - AQF
competitors. Management will re-estimate at the reporting FEMNRABERBEN B RKRMEI2-

date. The carrying amounts of the Company’s inventories are
disclosed in Note 12 to the financial statements.
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Notes to the Condensed Consolidated Financial Statements (Continued)

BAG S M B |R M= (R

For the six months ended 30 June 2024 &= 202446 5308 (- 751E A

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. EESTHERE M@

ACCOUNTING ESTIMATES (Continued)

E EEaH il E R A E (8

Hedge accounting (Continued)

(2 ¥zHMEERE (FE £YEE BE

(2) Impairment of non-financial assets (other than

inventories, biological assets and goodwill)

The Company assesses whether there are any indicators of
impairment for all non-financial assets (including investment
in associates and the right-of-use assets) at the end of each
Reporting Period. For intangible assets with indefinite useful
lives, the impairment test is conducted at the end of each
year or when there are indicators of impairment. Other non-
financial assets are tested for impairment when there are
indicators of impairment that the carrying amounts may not be
recoverable. An impairment exists when the carrying value of
an asset exceeds its recoverable amount, which is the higher
of its fair value less costs of disposal and the present value of
the future cash flows expected to be derived from the asset.
The calculation of the fair value less costs of disposal is based
on available data from binding sales transactions in an arm’s
length transaction of similar assets or observable market
prices less incremental costs for disposing of the asset. When
calculating the present value of the future cash flows expected
to be derived from the asset, the management shall estimate
the future cash flows expected to be derived from the asset
or the group of assets, and select appropriate discount rate in
calculation of the present value of cash flows.

E)

ARBARERERRFEAAFEREE
(BEREBERANKRENEAREE) RS
FERENR EASGITRENEVEE
B F R DA K H BRB(E 85 R O EL At B R E 1T R
EAR HFeREENRETRBTRE
E O PR T (B (B AT B8 SR W E B TR E A
A-B-HEENREEEBEEETKROS
B(RAABEREREERENFREEE
B AKRERENRERNE ZRNBRS
F)BAFERE - AR BEREREE A
ERBERABUEEXABETERLESR
EZRERANAFIZIHNENRNHEER
ST RBEFTE - EFEERAEERF K
KRS RENRER BEEEAMGTEEN
BEEMAELNBHMARRERE WERA
BHRMREGFERSRENEE -
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Notes to the Condensed Consolidated Financial Statements (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ 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 BB ER QT

3. EEETTRERREF M5 ()

E EE Ml E R A E (8

2 £YEEN LA AL EEITE

AEBEEERL2EMEER mE AR
RE BEARAREXRMGE RESHR
BREMEELAABERBEERS - NQ A
ERHARIIBIAEMEESIE RZERX
BEEENGHERMERBAE ZRES R
BERHENER FERGEREEEEMIE
A FEEZR BREGHNAHEZENT
ERHARKEBENAAEBEZD -

(3) FFEHREEN

AAREBERNEHMNZERE - AR AAQ
AEFBREZEZEHKESR  fl - AQA
BREEGUNIUAEREREIEAEN
EBRHBOCEMSH HEYEAERERM
WARBBEED FRAEEXKARTELES
BRXGRAEFTR BT ERTHEEN
FFTSEE - AR RIBIBE R EMGFT BB
B BRZBENRRREAREVIRLES
BMEEEZR BEHAEEBYEEHER-
BEoh - TSR R IBER N ZEREURN AR A
HEEERHEMT WAL N - BEF%
FISHMEBSENRREFEENBEREH
BEERABEEEELAZE -



Notes to the Condensed Consolidated Financial Statements (Continued)

BAG S M B |R M= (R

For the six months ended 30 June 2024 &= 202446 5308 (- 751E A

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. EESTHERE M@

ACCOUNTING ESTIMATES (Continued)
Changes in significant accounting policies and EZEMRENEHATNEE (H)
estimates (Continued)

(1) Changes in significant accounting policies

(1) EZEEHERE

I HMREBEEHARVBHRRAELEX

The change in accounting policy has not had a significant

impact on the Company’s financial statements.
(2) Changes in significant accounting estimates

During the Reporting Period, there was no change in the
Company’s significant accounting estimates.

REVENUE AND SEGMENT INFORMATION

HE -
(2 EZES AR E

ABERANEE R AYERE -

WA K7 EBER

AEENEFEHNRARERBERRANKE —KH
HER - HEEBENME ARERERSNE
BB REANATOETZ2HREEDE :

The Group’s revenue from contracts with customers is recognised
upon goods transferred at a point in time. For management
purposes, the Group is organised into business units based on
their products and has four reportable operating segments as

follows:

(1) Production and sale of processed chicken meat products (1) EERHEFMIHEAZ R

(2) Production and sale of raw chicken meat products (2 EERHEEFHEARD

(3) Production and sale of chicken breeds () FERHEHER

(4) Others comprising the sale of by-products, packing materials @) Em(BEHERER BEMH REIR
and miscellaneous products E )

ARAREEEERERANEBKE D AMES -
AERBBERD B R KRR M T EARE

The management of the Company monitors the results of the
Group’s operating segments separately for the purpose of making
decisions about resource allocation and performance assessment.

HRAOHEERABLETEMERTEREAE
BRDERREF G AEEHENLERRE
EREAREMBRRIKE -

Segment assets and liabilities are not disclosed in the unaudited
condensed consolidated financial statements as they are not
regularly provided to the management for the purposes of resource
allocation and performance assessment.
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Notes to the Condensed Consolidated Financial Statements (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

4. REVENUE AND SEGMENT INFORMATION

(Continued)

Operating revenue/operating costs

4. WAR T EHEHR (5)

BEWAEERE

Six months ended 30 June

HZ6H30BILAEA
2024 2023
2024 2023 F
RMB’000 RMB’000

AR¥ET T ARBT T

(Unaudited) (Unaudited)

(REEZ) (CREEEZ)
Operating Operating Operating Operating
revenue costs revenue costs
Main business FEEK 2,641,316 2,412,495 2,426,582 2,151,749
Other businesses H b 37 12,723 4,130 9,963 2,569
Total A&t 2,654,039 2,416,625 2,436,545 2,154,318

Revenue by products REmEIHEA

Six months ended 30 June

BHZ6H30HILEA
2024 2023
2024 20234
RMB’000 RMB’000
AR T ARETT
(Unaudited) (Unaudited)
(REEZX) (REEEZ)
Processed chicken meat products SEIN T A S 1,416,599 1,229,476
Raw chicken meat products EHAR G 1,153,084 1,085,063
Chicken breeds H 9,748 37,408
Others Hfth 74,608 84,598
Total &t 2,654,039 2,436,545
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Notes to the Condensed Consolidated Financial Statements (Continued)

BAG S M B |R M= (R

For the six months ended 30 June 2024 &= 202446 5308 (- 751E A

4. REVENUE AND SEGMENT INFORMATION 4. WARDHER (@)
(Continued)
Geographic information ih & &
Revenue from external customers IEBEF KA

Six months ended 30 June

HZ6H30HILAEA
2024 2023
2024 F 2023
RMB’000 RMB’000
ARB TR ARETT
(Unaudited) (Unaudited)
(REEZX) (REEEZ)
Mainland China A B K BE 1,888,286 1,798,740
Japan SN 178,427 175,731
Malaysia R ] 126,874 78,011
Europe Ho) 389,082 327,895
Other countries or regions H b B 3R sk @ 71,370 56,168
Total A&t 2,654,039 2,436,545
FINANCE COSTS M E R
Six months ended 30 June
BZ6H30B1L<@A
2024 2023
2024 & 2023 %
RMB’000 RMB’000
AR T ARBT T
(Unaudited) (Unaudited)
(REEZR) (REEZ)
Interest expenses FEEA 32,969 48,613
Including: Interest expenses on lease Hbh - HEARMNEER
liabilities 5,681 6,073
Interest income F B U A (2,095) (2,734)
Exchange losses bE i &5 18 (7,733) (3,956)
Handling fees and others FEBRHA 9,215 (256)
Total &&f 32,356 41,667
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Notes to the Condensed Consolidated Financial Statements (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

6. OTHER GAINS 6. HittWz
Six months ended 30 June
BHZ6H30H1LEA
2024 2023
2024 F 2023 F
RMB’000 RMB’000
AREBT R ARBTT
(Unaudited) (Unaudited)
(REER) (REEEZ)
Government grants (Note) BT 68 B (M &) 1,264 4,674
Handling fee for withholding individual RMBEARSEHFEE
income tax 199 147
Total A&t 1,463 4,821
Note: Government grants include various subsidies received by the Group B et - BUR FE B B AR AN 5 B B B B M UOER B X
from relevant government bodies in connection with certain financial REBXBONE THEHUANSBHEE/AL - 8
subsidies to support the Group’s businesses. There are no unfulfilled EEMZE MBI RENGREHHAEIE-
conditions or contingencies relating to these grants.
7. GAIN FROM CHANGES IN FAIR VALUE 7. DABEEEZFHKS
For the six months ended 30 June
BZ6H308 LL<EA
2024 2023
2024 % 2023 F
RMB’000 RMB’000
AR®T ARETT
(Unaudited) (Unaudited)
(REER) (REeER)
Gain on changes in fair value of EMEEARBEED K
biological assets 583 10,303
Changes in fair value of derivative TESRTAENARBEED
financial instruments (2,002)
Total &t (1,419) 10,303
The Company’s gain on changes in fair value of biological assets AAREMEEAREBEEZHRECREOEER
consists of (i) gain arising from initial recognition of agricultural REEREAAEBERLEBRVREREELN
products at fair value less sales costs upon harvest; (i) gain arising W (WVEEMEDEEAABEERLEEERN
from changes in fair value of productive biological assets less sales BEEAEMKE -
costs.
The Company has engaged an independent professional appraiser AAREREBBYEETHMEENEERE
to assess the fair value of the biological assets as at the balance EAGBRENARBEET T
sheet date.

SHANDONG FENGXIANG CO., LTD. LR B #BR4ER AT



Notes to the Condensed Consolidated Financial Statements (Continued)

BAG S M B |R M= (R

For the six months ended 30 June 2024 &= 202446 5308 (- 751E A

8. MEHEHN

8. INCOME TAX EXPENSES

Six months ended 30 June

BHZ6H30HIE<@EA
2024 2023
2024 F 20234
RMB’000 RMB’000
AR TR ARBTT
(Unaudited) (Unaudited)
(REER) (REHFZR)
Current income tax expenses EHMEHREA 39,646 1,622
Deferred income tax expenses (Note) EIEFMEHER (M) (78,790) 9
Total &t (39,144) 1,631

Note: Deductible temporary differences that give rise to deferred income
tax expenses for the current period mainly include provision for asset
impairment and deferred income.

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 2024 (2023: 25%) except for the followings:

(i) 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 enterprise income tax during the period.

(i) 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 enterprise income tax during
the period.

9. DIVIDENDS

No dividend was paid, declared or proposed to owners of the
parent for the six months ended 30 June 2024 (2023: Nil), nor
has any dividend been paid, declared or proposed since the
end of the Reporting Period.

Bet : REIRGREMSRE AR ENTREERT

ZREEERERE REKGESE-

BE(PEAREMBEOCEMBSHRAN(LE
BB R RCEEMBRER RGN BE
2024 F6 A30H (L@ A - & B B A R A =X
5525% (2023 4F : 25%) -+ M LA T~ Z B HI4h

(@)

(ii)

RIBAREEBOXE 6 50 R (A B A
BIX BB RBEMERERAFHER
B Y R E an ¥ 00 T &6 8 (B 77) 89 38 40) (BA
1[2008]1495% ) 3 14t 2 &0 H8 7E A (R E PR
BHEBREHDFEBIHFRMNRE - HAd
AREETHBRRMNERERDIMNIMAEK
ARBEEMEH

RBCEEMBBEBRBEOIDEERTE - ]
ARRBIREEHRZBHAEEEABERA
REEEMEH

9. RE

AQABEHE 202456 A30B I NEAALERT A
AR NEM - 5k sk 28 & Kk 17 /% 8 (2023 4F -
m) MEBERSPRETERMN ERIEZRIK
MEMRMBEE -
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Notes to the Condensed Consolidated Financial Statements (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

10. EARNING PER SHARE 10. 5 IR W &=
(a) Basic earning per share (a) EXER W=
Basic earning per share are calculated by dividing the ERFRUEASEBAE QT T E R AR R
consolidated net earning attributable to ordinary shareholders & PHF MR BR AR A B 31T AR SN I AR 0 AN
of the parent company by the weighted average number of R EETE -

outstanding ordinary shares of the Company:

For the six months ended 30 June

BZ6H30H1LAEA
2024 2023
2024 F 20234
(Unaudited) (Unaudited)
(REEX) (REEEZR)
Consolidated net profit attributable to ordinary 57 /& 7 & A 7] I 38 % i% R &9
shareholders of the parent company (RMB'000) & 5% %8 (A E# F ) 60,094 82,095
Weighted average number of outstanding RABETEINE BREY
ordinary shares of the Company D0 F 19 8 1,567,239,443 1,378,079,500
Basic earning per share (in RMB) ERFRKE(AREKT) 0.04 0.06
Including: Basic earning per share B FELEEATG RS
from continuing operations (in RMB) (AEKTT) 0.04 0.06
Basic earning per share from ke EARG R E
discontinued operations (in RMB) (AR¥T) — =
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Notes to the Condensed Consolidated Financial Statements (Continued)

BAG S M B |R M= (R

For the six months ended 30 June 2024 &= 202446 5308 (- 751E A

10. EARNING PER SHARE (Continued) 10. 45 IR W 2% ()

(b) Diluted earning per share (b) FES R KA
mETGRKEASEBRE QA E KRR
EOFNE (BB BRAARABITENE B
ARy pntE T B () 5T & -

Diluted earning 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 Company (diluted):

For the six months ended 30 June

BEZ6H30H1L<EA
2024 2023
2024 20234
(Unaudited) (Unaudited)
(REEEZ) (CREEEZ)

Consolidated net profit attributable to ordinary % /@B & A 7] L@ AR AR R &

shareholders of the parent company (diluted) /% Uz (1) (A £ % For)

(RMB’000) 60,094 82,095
Weighted average number of outstanding NN AV EEAT RSN A AR B hn

ordinary shares of the Company (diluted) T8 (mE) 1,571,834,275 1,399,017,500
Diluted earning per share (in RMB) mETRW RS (AKET) 0.04 0.06
Including: Diluted earning per share Hi BEKERE
from continuing operations (in RMB) Bz (AKEET) 0.04 0.06
Diluted earning per share from RS TR R
discontinued operations (in RMB) (AR%T) — —
11. TRADE RECEIVABLES 11. E W BR &%
As at As at
30 June 31 December
2024 2023
12024 5 72023 F
6H30H 12H31H
RMB’000 RMB’000
ARB T ARBFTT
(Unaudited) (Audited)
(REER) (EEZ)
Trade receivables & UG BR 3R 320,453 284,825
Loss allowance EiE s (13,627) (12,159)
Total &&t 306,826 272,666
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Notes to the Condensed Consolidated Financial Statements (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

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
invoice date and net of provision is as follows:

1. EW R (&

AEERTFPNEZRRINRESRBRERE -
EH—MRABI0E60H - REE HREHRK @A
FEW R KRS BRARES| - BB m SR EE
BEREH STNEERRRBEFNDNE
fEE e $%lﬂﬁ%&%%ﬁﬁﬁ&ﬂﬁﬁ&
R EAE IR - BEERFRATEE -

ZEZH 25 /YRR R A fr (FOBR B E) MO IR
BROMTIT :

As at As at

30 June 31 December

2024 2023

12024 F #2023 F

6 A30H 12 H31H

RMB’000 RMB’000

AREBT R ARBTT

(Unaudited) (Audited)

(REER) (f& &%)

Within 1 month 1A 2R 297,048 239,508
1 to 3 months 1231 A 3,386 29,305
3 months to 1 year 3EAE1FE 1,282 29
Over 1 year 1A F 18,737 15,983
Total & &t 320,453 284,825
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Notes to the Condensed Consolidated Financial Statements (Continued)

BAG S M B |R M= (R

For the six months ended 30 June 2024 &= 202446 5308 (- 751E A

11. TRADE RECEIVABLES (Continued) 1. B BRRX (@)

FEN R R R E B B REREEMT

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

As at As at

30 June 31 December

2024 2023

12024 F 12023 F

6 H30H 12H31H

RMB’000 RMB’000

ARMF T ARETT

(Unaudited) (Audited)

(REEZX) (& Ez)

At the beginning of the period A 9] 12,159 6,069
Loss allowance recognised BEREREEEEH 1,468 6,090
At the end of the period PN 13,627 12,159

12. INVENTORIES 12. 78

As at As at

30 June 31 December

2024 2023

742024 5§ 72023 5

6 HA30H 12H31H

RMB’000 RMB’000

ARBT T ARETT

(Unaudited) (Audited)

(REER) (EEZ)

Raw materials JR MR 174,304 130,404
Turnover materials B &k 35,070 32,814
Consumptive biological assets (note) EREEEMEE (M) 235,133 239,087
Goods in transit B m 11,689 4,818
Inventory goods E 7 @ 391,233 545,233
Total At 847,419 952,356

Provision for the decline in GFEREREES

value of inventory (5,431) (5,012)
Total AEf 841,988 947,344

i ARBERUEEMEERARARFENAE  #
AR E HERMEENEERANERER
REEE-

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 (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

13.OTHER CURRENT ASSETS

1B.EMRBEE

As at As at
30 June 2024 31 December 2023
7"202456 H30H R2023F12H31H
RMB’000 RMB’000
ARET ARET T
(Unaudited) (Audited)
(REEZ) (& Ez)
Input tax to be recognised FFEREIER 115 182
Return cost receivable Ji& WUR & A AN 117 27
Current assets held for disposal FEERPEE 2,626 =
Deferred VAT credit WEBEHEE 41,143 60,285
Total &&r 44,001 60,494
14.LONG-TERM EQUITY INVESTMENT 14. ERIERSE
Gains or losses
on investments
As at recognised
31 December Additional Reduction of under the As at
2023 investment investment  equity method 30 June 2024
A 20234 BEETHER R2024 5
12A31H8 BNRE R E HRE B 6430H
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBT T ARBT T ARET T ARET T ARET R
Associate (Audited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
Bed (KEZ) (REEZR) (REEZR) (REEZ) (REER)
Yanggu Xiangyu Biological 5 & # R AN E B R
Technology Co., Ltd. NG 54,610 — — (2,743) 51,867
15.FIXED ASSETS 15.B 288
(1) Fixed Assets and Fixed Assets in Liquidation M) BEEERBEETEESE
As at As at
30 June 2024 31 December 2023
7"202456 H30H K2023F12H31H
RMB’000 RMB’000
AR®EF T ARBT T
(Unaudited) (Audited)
(REEZ) (&%)
Fixed assets EBE 2,887,766 2,953,597
Fixed assets in liquidation TEEFE 1,410 1,470
Total & &t 2,889,176 2,955,067
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BAG S M B |R M= (R

For the six months ended 30 June 2024 &= 202446 5308 (- 751E A

15. FIXED ASSETS (Continued)

(2) Fixed Assets

15. B EEE (&)
2 BEEE

Premises and Machinery Electronics
buildings devices Transportation devices Total
EER
BEY BRERE ERRE EFRE &t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETR ARBTR ARBTR AR¥BTR AR¥®T:R
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
Items EH (REER) (REER (RBER) (REER) (REER)
1. Original Book Value 1.RERE
(1) Balance at the end of last (1) EFFRARTE
year 2,063,768 2,347,502 74,216 99,220 4,584,706
(2) Current increase amount (2) AHAHE 2 BE 9,440 53,347 94 2,195 65,076
— Purchase —BE 691 19,740 94 1,950 22,475
— Transfer from —ERIREA
construction in progress 8,749 33,607 — 245 42,601
(3) Current reduction payment Q) AHRLLE
amount — 8,279 1,335 2,379 11,993
— Disposal or abandonment — BB RE = 8,279 1,335 2,379 11,993
(4) Balance at the end of the (4) BAREAE
period 2,073,208 2,392,570 72,975 99,036 4,637,788
2. Accumulated depreciation 2. RS E
(1) Balance at the end of last () EFEFRBRE
year 583,296 942,359 30,046 75,408 1,631,109
(2) Current increase amount (2) A HE M2 42,183 77,757 4,074 4,472 128,486
— Provision — TR 42,183 77,757 4,074 4,472 128,486
(3) Current reduction payment @) AHRHL &8
amount — 6,157 1,268 2,147 9,572
— Disposal or abandonment — RE N RE = 6,157 1,268 2,147 9,572
(4) Balance at the end of the (@) BREAE
period 625,479 1,013,959 32,852 77,733 1,750,023
3. Provision for impairment L. REEE — — — — —
4, Book value 4. BREEE
(1) Bookvalue atthe end ofthe (1) BiREREE(E
period 1,447,729 1,378,610 40,124 21,303 2,887,766
(2) Book value atthe end of last ~ (2) FEFRREEE
year 1,480,472 1,405,143 44,170 23,812 2,953,597
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Notes to the Condensed Consolidated Financial Statements (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

16. CONSTRUCTION IN PROGRESS 16. EEZT &
As at As at
30 June 31 December
2024 2023
7" 2024 F 122023 F
6 H30H 12H31H
RMB’000 RMB’000
ARBT T ARETT
(Unaudited) (Audited)
(REEZX) (EER)
Construction in progress EREIR 12,573 6,311
Total &5t 12,573 6,311

17.

During the Reporting Period, the Company built three new broiler
cage conversion farms with battery caged systems.

PRODUCTIVE BIOLOGICAL ASSETS

Productive biological assets using the fair value

BEHAR AARMEEEABESESIE -

17 EEMENEE

RRAAMAREEFAERANEESLEY

measurement model BE
Livestock
breeding
industry Total
Items BHA EREEE &5t
RMB’000 RMB’000
AR¥ET T AR¥ET T
(Unaudited) (Unaudited)
(REER) (REEZX)
Balance at the end of last year EFEFRBE 221,016 221,016
External procurement A1 32,834 32,834
Self-breeding BITHEE 66,125 66,125
Disposal RE (105,565) (105,565)
Changes in fair value N REEE (14,918) (14,918)
Balance at the end of the period B R ER%R 199,492 199,492
Notes: Bt et -

1  Self-breeding costs for breeders mainly include the costs of animal
feed, labour costs, depreciation and amortisation expenses,

apportionment of public expenses, etc.

2 Gains or losses from changes in fair value consist of two components:
gain from the initial recognition of agricultural products at fair value
less sales costs upon harvest and gain 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.

SHANDONG FENGXIANG CO., LTD. LR B #BR4ER AT

1 EBEENATHEEKATIESEABKA ATK
K HERBHERAURAREBERNOBE -

2 RARBEEEZHEZEEMISD

CREE fR O UL B

BARBEBRLEEAVNEEAELENRAERE
ENENEEAABEREEEANEDELD

Wt ARAIEEEB

BYEXFEMEEYE

EREEABRRBNARBEET THHHE-



Notes to the Condensed Consolidated Financial Statements (Continued)

BAG S M B |R M= (R

For the six months ended 30 June 2024 &= 202446 5308 (- 751E A

17. PRODUCTIVE BIOLOGICAL ASSETS (Continued) 17T 5EMEYEE &)
Productive biological assets using the fair value KRAAREBESEEXNEESLEY
measurement model (Continued) BE(E)
The Company’s productive biological assets using the fair value AARKAARBEAEEANEELREMEE
measurement model are breeders used for the production of ABRAREEABLCEENTEE REEHBEKE
hatchable eggs. Breeders include breeders at the breeding and BREHREEREEED-

production and egg production stages.

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

Balance at the
end of the period

Type ¥ Al HREAER
(thousand birds)
(%)
Breeders [ 2,083
Total &t 2,083
Generally, the fledglings of purchased parent breeder chicks are —MmE  INERXRIREEEER A BEHIEE
bred on the Company’s breeding farms. The breeding stage is K EEAERBROFEBBALAEHRBRER  £258
approximately the 25th week after birth. Egg production starts from ZEFEHAFRBAEERE  F65HA%  BEHE W
the 25th week to the 65th week. After the 65th week, breeders will HE o
be sold.
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Notes to the Condensed Consolidated Financial Statements (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

18. RIGHT-OF-USE ASSETS 18.EFEEE
Premises
and Land use
buildings rights Total
EER
EEY + i 5 A &t
RMB’000 RMB’000 RMB’000
ART T ARMT T AR¥T T
(Unaudited) (Unaudited) (Unaudited)
Items BB (REEER) (REER) (REER)
1. Original Book Value 1. BRE R E
(1)Balance at the beginning of the year (1) F ¥ eh%EE 25,688 198,321 224,009
(2)Current increase amount (2) A ERE N & &8 829 — 829
(3)Current reduction payment amount ()N R k1 2,972 — 2,972
— Disposal —RE 2,972 — 2,972
(4)Balance at the end of the period (4)EAR R K 23,545 198,321 221,866
2. Accumulated depreciation 2. Rt E
(1)Balance at the beginning of the year (1 E v ehEE 8,453 30,822 39,275
(2)Current increase amount (2) A B 3% 10 & KE 2,185 2,078 4,263
— Provision — &HiE 2,185 2,078 4,263
(3) Current reduction payment amount QR)ANHR L & 2,839 — 2,839
— Disposal —RE 2,839 — 2,839
(4)Balance at the end of the period (4) B REREE 7,799 32,900 40,699
3. Provision for impairment 3. R EERE — — —
4. Book value 4. FREEE
(1)Book value at the end of the period (MERKRAEEE 15,746 165,421 181,167
(2)Book value at the beginning of the year Q)FVIIRAEEE 17,234 167,499 184,733
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Notes to the Condensed Consolidated Financial Statements (Continued)

BAG S M B |R M= (R

For the six months ended 30 June 2024 &= 202446 5308 (- 751E A

19.INTANGIBLE ASSETS

1.8 EE

Land use Patent Computer
rights rights software Total
TG A =yl B4 &t
RMB’000 RMB’000 RMB’000 RMB’000
AR®TRT AR¥TR AR%Tr AR®T:n
(Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
ltems EH (REER) (REEHR) (REER (REER)
1. Original Book Value 1.REARE
(1) Balance at the end of last year N EEFERAE 101,319 1,046 21,842 124,207
(2) Current increase amount QAHEMSE — — — —
(3) Current reduction payment QBRI 2B
amount = = = =
(4) Balance at the end of the (4 B R%E
period 101,319 1,046 21,842 124,207
2. Accumulated amortisation RS £
(1) Balance at the end of last year N EFFRARE 22,560 802 13,522 36,884
(2) Current increase amount QARBEMSTE 974 52 308 1,334
— Provision — iR 974 52 308 1,334
(3) Current reduction payment Q) rHERI 2B
amount — — — —
(4) Balance at the end of the @) BREEE
period 23,534 854 13,830 38,218
3. Provision for impairment 3.REEE — — — —
4. Book value 4. EEEE
(1) Book value at the end of the period (NEIREEEE 77,785 192 8,012 85,989
(2) Book value at the end of last year QLEFEREEER 78,759 244 8,320 87,323
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Notes to the Condensed Consolidated Financial Statements (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

20. DEFERRED INCOME TAX ASSETS AND
DEFERRED INCOME TAX LIABILITIES

Deferred income tax assets not subject to offset

0. EEFREREENELEFREHAE

As at 30 June 2024
7202456 A30H

ARERHENIELFRSHEE

As at 31 December 2023

MR 20234128318

RMB’000 RMB’000
ART T ARBT T
(Unaudited) (Audited)
(REER) (& &%)
Deductible Deductible
temporary  Deferred income temporary Deferred income
differences tax assets differences tax assets
CIE: i I i AI4E 0 iR FE
Item EHA TRMER FiEHERE TREER Fristi & &=
Provision for asset impairment & & Jil (& % 5 313,859 78,465 = =
Lease liabilities HEBE 190,003 47,501 192,843 48,211
Deferred income i IE W a 552 137 589 147
Total &&t 504,414 126,103 193,432 48,358

Deferred income tax liabilities not subject to offset

As at 30 June 2024
A 202456 A30H

AERBENELEFREHAR

As at 31 December 2023

M20235F12 A31H

RMB’000 RMB’000
ARBT T ARBTT
(Unaudited) (Audited)
(REER) (f &%)
Taxable Taxable

temporary  Deferred income temporary Deferred income
difference tax liabilities difference tax liabilities
FE 4 Bt i1 & 4R At iR AE
Item HE TRMER FEHAR TRMER st A’
Right-of-use assets ERREE 180,455 45,114 184,632 46,158
Total A& 180,455 45,114 184,632 46,158
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Notes to the Condensed Consolidated Financial Statements (Continued)

20. DEFERRED INCOME TAX ASSETS AND
DEFERRED INCOME TAX LIABILITIES (Continued)

Deferred income tax assets or liabilities presented in
net amount after offsetting

BAG S M B |R M= (R

For the six months ended 30 June 2024 &= 202446 5308 (- 751E A

20 EEFIEREEMELEFRBH
B8E®

DEERFEINTNELEFMSEHEER
af\

As at 30 June 2024
7”2024%6 A30H

As at 31 December 2023
72023412 A31H

RMB’000 RMB’000
AR¥T T ARBTT
(Unaudited) (Audited)
(REER) (fEER)
Amount of Balance of Amount of Balance of

offsetting between
deferred income
tax assets and

offsetting between deferred income
deferred income tax assets or
tax assets and liabilities after

deferred income
tax assets or
liabilities after

liabilities offsetting liabilities offsetting

e BIEL | IHRIE T

EEFEHEE s REES BEFMGHEE MEHEEX

Item BB MEBEESE EEG%E NAEBEEESHEE BEMRE
Deferred income tax assets IR FT 55 & E 44,955 81,148 45,961 2,397
Deferred income tax liabilities ¥ %iE Fff 15 %t B & 44,955 158 45,961 197

Deferred income tax expenses represents the amount of change
in deferred income tax assets after offsetting (the amount as at
the end of period less the amount as at the beginning of period),
less the amount of change in deferred income tax liabilities after
offsetting (the amount as at the end of period less the amount as at
the beginning of period).

BEEMEHERASEERELEMSHEEZ SN
BEHRRBY) REERECEREHRABEZHE
(B ARRBA)
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Notes to the Condensed Consolidated Financial Statements (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

21. TRADE PAYABLES

21. B ERRX

As at As at
30 June 31 December
2024 2023
12024 F 72023 F
6H30H 12A31H
RMB’000 RMB’000
AR TR ARET T
(Unaudited) (Audited)
(REEZX) (&%)
Payables for goods FERTE R 379,639 380,727
Total A&t 379,639 380,727
An aged analysis of the trade payables REZHHZE5 K ERERXR
based on invoice date BRER D AT
Within 1 month 1Az A 249,814 249,293
Over than 1 month but within 3 months 1Z=31@ A 126,367 123,718
Over than 3 months but within 1 year 3@ A E14F 769 5,123
Over 1 year 1FE U 2,689 2,593
Total A &t 379,639 380,727
22.PAYROLL PAYABLE 22. FE S B T M
Post-employment
Short-term benefits, defined
compensation withdrawal plan Total
BEREER -
52 B % BN & E R EGT & &5t
RMB’000 RMB’000 RMB’000
ARET R ARE TR ARE TR
(Unaudited) (Unaudited) (Unaudited)
(REER) (REER) (REER)
Amounts at the end of last year EFEREE 76,404 79 76,483
Increase in current period A HRIE N & FE 280,137 25,283 305,420
Decrease in current period NER D258 (292,332) (25,218) (317,550)
Amounts at the end of the period HiRk& 58 64,209 144 64,353
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Notes to the Condensed Consolidated Financial Statements (Continued)

BAG S M B |R M= (R

For the six months ended 30 June 2024 &= 202446 5308 (- 751E A

23.0THER PAYABLES 23. H ftb FE {1+ K
As at As at
30 June 31 December
2024 2023
12024 5F 7220234
6H30H 12H31H
RMB’000 RMB’000
ARETR ARET T
(Unaudited) (Audited)
(REEZX) (EEZ)

Borrowings from Falcon Holding LP Falcon Holding LP ([ B X |)

(“Controlling Shareholder”) (note) CENCIE) 0 191,233
Payables for projects TR 44,911 50,931
Accrued expenses TEiIREH 61,623 29,012
Deposits and guarantees HeRRBFS 32,603 33,629
Withholding payments RO A 9,292 5,427
Employee advance payment BIRRK 714 1,654
Total & & 149,143 311,886
Note: Hifst -

Loans from Controlling Shareholder R R E R
As at As at
30 June 31 December
2024 2023
12024 F #2023 F
6H30H 12A31H
RMB’000 RMB’000
AR T ARETTT
(Unaudited) (Audited)
(REEK) (FEZ)

Loans from Controlling Shareholder, secured and %% I 3R & 5 - A 3 & A ER

guaranteed — 92,075
Loans from Controlling Shareholder, unsecured 3% % f% 3R & 3¢+ L3 I £ 4 (R

and unguaranteed — 99,158
Total A&t — 191,233
By maturity date: REHA -

Loans from Controlling Shareholder, secured ERRRER  FER

Within 1 year 1FEA — 92,075

1-2 years 124 — —

2-5 years 2-5% — —
Loans from Controlling Shareholder, unsecured A% R B 7 - B IKF R EER

and unguaranteed

Within 1 year 1FEA — 99,158

1-2 years 124 — —

2-5 years 2-5%F — —
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Notes to the Condensed Consolidated Financial Statements (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

24. BORROWINGS

Borrowings from financial institutions SRBEBEN
As at As at
30 June 31 December
2024 2023
2024 F #2023 F
6H30H 12A31H
RMB’000 RMB’000
AR¥T T AR T T
(Unaudited) (Audited)
(REEHFZ) (&%)
Bank loans, secured and guaranteed WITER EERAREER 1,072,230 761,033
Other financial institution loans, secured Hih e mEEER TR
and guaranteed BER 69,809 223,012
Total A&t 1,142,039 984,045
By maturity date: REH A
Bank loans, secured and guaranteed RITER  EREREER
Within 1 year 1F A 782,280 441,063
1-2 years 124 160,020 160,020
2-5 years 254 129,930 159,950
Other financial institution loans, secured HihSmgBEsER  aEF R
and guaranteed BHER
Within 1 year 1FEAR 42,322 223,012
1-2 years 1-24F 15,258 —
2-5 years 2-5%F 12,229 —

Effective annual interest rate:

Bank loans, secured and guaranteed

Other financial institution loans, secured
and guaranteed

BERFEME:

RITEF AEARAERER

HMERMgBER  §ERAR
BHER

SHANDONG FENGXIANG CO., LTD. LR B #BR4ER AT
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Notes to the Condensed Consolidated Financial Statements (Continued)

BAG S M B |R M= (R

For the six months ended 30 June 2024 &= 202446 5308 (- 751E A

25.RELATED PARTIES AND RELATED PARTY B.HEBLIRBBRS

TRANSACTIONS

(1) Information on the parent company of the (1) XATNFRATER
Company

Percentage of
Name of Registered Business shareholding in the  Percentage of voting
the parent company in nature Registered capital Company (%) right in the Company (%)
BARHELNT BARHELNT
BRAREH it EKMHE HfEAR i %5 BR L 6 (%) # 3R R R L B (%)
Falcon Holding LP Cayman Private Equity 71.41 71.41
Islands Investment

Falcon Holding LP L LERERE

ADBBREEH L PAG(KBEEE) - &
it HEEHS

The ultimate controller of the Company is PAG (Pacific
Alliance Group), which is incorporated in the Cayman Islands

(2) Information on the subsidiaries of the Company (2) AN FRAARER
Major operation Percentage of Acquisition
Name of subsidiary place Registered in Business nature shareholding (%) method
Direct  Indirect
5 1%t Bl (%)
TRARER TEREY o it it E¥uE EE R BEER
Shandong Fengxiang Yanggu County, Yanggu County, Production and sale of 100 — Set up
Industrial Co., Ltd. Liaocheng City, Liaocheng City, frozen meat products
Shandong Province  Shandong Province
WRBHEXBRAA WREHH R A W BRARREE HES R
TR TR
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
LWREHRmER L3R & H L3R & H BREAMEE HEZE R
BRATA MR % MR %
Shandong iShape Food  Yanggu County, Yanggu County, Production and sale of 100 — Set up
Technology Co., Liaocheng City, Liaocheng City, frozen food
Ltd.* Shandong Province ~ Shandong Province
WRBF R mBHR LR B LR W BREMEE HES KL
BRATF TR % TR %
Fengxiang Foods Japan Japan Consulting 100 — Set up
(Japan) Co., Ltd.
BHRmEA g1 =N =EN A R
Yucheng Fengming Yucheng City, Yucheng City, Production and sale of = 100 Set up
Food Co., Ltd. Shandong Province ~ Shandong Province  frozen food
BHEBRRERAR LREBHT WREBET RRAMEE HEZE R

*

For identification purpose only
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Notes to the Condensed Consolidated Financial Statements (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

25.RELATED PARTIES AND RELATED PARTY
TRANSACTIONS (Continued)

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

25. B T RBER S (@)

(B) RATRMEENBELERENR

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
5 1% £ Bl (%) Heghx
RHELE HAQFEG
REWME =AEA
RELENBELEER FTELEH i it E g1 B i BB % BEm®H
Yanggu Xiangyu Biological ~ Yanggu County,  Yanggu County,  Operation of organic 49.00 — Equity Yes
Technology Co., Ltd. Liaocheng Liaocheng fertilisers, method
City, Shandong  City, Shandong  microbial
Province Province fertilisers,
bio-fertilisers
BRERFEDRIR LI 3R A 3 I3 A B BHRE BE &9 L En =
ARDA i 5 3 5 TR &% EE) 48

(4) Borrowing from or lending to related parties

(4 ABLTESFE

As at As at

30 June 31 December

2024 2023

R2024 5 72023 F

6 H30H 12H31H

RMB’000 RMB’000

AR¥ET T ARBTT

Related parties Items (Unaudited) (Audited)
B HA (REER) (&%)
Falcon Holding LP 0 191,233

Falcon Holding LP
Borrowing (note)

KA (H15E)

Note: Repaid in advance in April 2024.
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Notes to the Condensed Consolidated Financial Statements (Continued)

25.RELATED PARTIES AND RELATED PARTY

TRANSACTIONS (Continued)

(4) 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, 5% HEFCEMRADE T HAZHTE B3]
which is subject to reporting, annual review and announcement HE FEEENAEER
requirements but exempt from the circular and independent

BAG S M B |R M= (R

For the six months ended 30 June 2024 &= 202446 5308 (- 751E A

5. T RBER S (@)

(4) RBHEEFE @)

LHBABRZ S (BEEBFOOFTACLETRAD
FTHAERENTEHENFERERS
R MR R BEDTE —REEGK
HEEGRMSE BAFFA LT ETARENE
EEREBEHR (NRREFERBELT F
B ERMNCEMRRD)FE14.07 & T8 T H &
RBEDHE(BFLXRERIN BBOA%EER

TR AEEK -

shareholders’ approval under Chapter 14A of the Listing Rules.

(5) Compensation of key management personnel

(5) AR EEASHMH

188 %58 1 2 B

Six months ended 30 June

BZ6H30RHLLA<EA
2024 2023
2024 & 2023
RMB’000 RMB’000
ARET R ARBTT
(Unaudited) (Unaudited)
(REER) (REEZ)
Compensation of key management B EIE A B T
personnel 4,330 4,745
Share-based compensation LARR 1 7 B 7 6 S B 644 1,643
Total &t 4,974 6,388
(6) Other related party transaction (6) HMEAKRR S
Six months ended 30 June
BZ6HA308 L<EA
2024 2023
2024 F 2023 %
RMB’000 RMB’000
ARB TR ARETT
(Unaudited) (Unaudited)
(REEX) (REER)
Interest expenses: FBEZH:
Falcon Holding LP Falcon Holding LP 5,669 6,101
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Notes to the Condensed Consolidated Financial Statements (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

26. TAXATION 26. Bi1E
() Main taxes and tax rates (-) EEBEMNH R
Tax types Tax basis Tax rate
HiE BB B=
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 BUEREAENHEE MR S B WA R ER T H iH
BHE ENREHRAFENNEENER 8BS RE
X 4 B
City maintenance and Value-added tax actually paid 5%
construction tax
Yk T A R R TR RE BB IREN T
Education surcharge Value-added tax actually paid 3%
HE B RE BB IEEN T
Local education surcharge Value-added tax actually paid 2%
75 2B 2 B AN RE RSN EEN T
Enterprise income tax Taxable income 25%
BEMFH R JE N Bt P 1S R AT R
Resource tax Amount of water resources used RMB1.5/ton, RMB2/ton,
RMB6/ton
BIRT KB IRER S5 AR®A1.570, W -
AR®27T, W -
AR®67T,/ 1
Property tax 1.2% of the remaining value after the original property value 1.2%
less 30%
P EN R EERE— R 30%% A E 7 1.2% 51 84
Land use tax Actual land area RMB4/m?
=+ 3 {5 A AR B R+ 3 7B 5T A ARB4T EXR
Different enterprise income tax rates applicable to different GEANRCEMESHBNEMT LB BE
taxpayers are disclosed as below: EARERAA :
Taxpayer Income tax rate
MBERER e BBl =
Fengxiang Foods (Japan) Co., Ltd. Applicable tax rate of 15% for the period
B RmixA 24t ANH 38 B T K 15%
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Notes to the Condensed Consolidated Financial Statements (Continued)

BAG S M B |R M= (R

For the six months ended 30 June 2024 &= 202446 5308 (- 751E A

26. TAXATION (Continued) 26. HiIE (&)

(2) HBEE

() 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.*
(LEEFRAEEEBERAF) 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 January 2024 to
31 December 2027;

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.

KRR R FARILRBEFEEEER QTR
202F7TA1TBRREZX(E M % AEE
FHEEREHIFRKREREE

ANRABR2012F8A1BREFEELESE
HEOERAEMRBIEEN IR IWEREIE

AATN2015F1 A1 REZER[ARERR
BOIEER R UREEBUR

RRAAR2010F12A1BREZR[EERAR
BB RO AEERMRENELBE
PR ] W B B BRSR

ARREFARLREFRSEIEERA
Al ILERBEHERBEREBR R E K224 F1
B1B E2027F 12 A31BE B Z X[ ¥ &
BEREM(ELEER)CENESEERE
1h  REEERHKESRBR

FRAIWLRBHEEEERAA  LWRBEHFR
MEERBREATN2014FE8A1B R E X[ 8F
ERAEEMTBRACEEER | RKER
R

FARAALURBHRMmERAR X AN20164F
THIRRZER (R RBREOCEIZER I
WBEBE -
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Notes to the Condensed Consolidated Financial Statements (Continued)

BAGE M & ®R M (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

27.RISKS RELATED TO FINANCIAL INSTRUMENTS

The Company is confronted with various financial risks during its
operation, including credit risk, liquidity risk, and market risk (including
exchange rate risk and interest rate risk). The above financial risks
and the Company'’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 of the Company.

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 GMK
Finance’s insolvency and extremely low recovery rate of the
Company’s monetary funds.
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Notes to the Condensed Consolidated Financial Statements (Continued)

27.RISKS RELATED TO FINANCIAL INSTRUMENTS
(Continued)

(1)

()

(3)

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 centralised control
on liquidity risk. Through monitoring cash balance, readily
realisable 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.
Meanwhile, it continuously monitors the Group's compliance
with the provisions of the borrowing agreements and obtains
commitments from major financial institutions to provide
sufficient reserved funds to meet short-term and long-term
funding requirements.

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. Interest-
bearing financial instruments with fixed and floating interest
rates expose the Group to fair value interest rate risk and
current flow rate risk respectively. The Group determines
the ratio of fixed and floating rate instruments according to
market conditions, and maintains an appropriate mix of fixed
and floating rate instruments through regular reviews and
monitoring. When necessary, the Group uses interest rate
swap instruments to hedge interest rate risk.
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Notes to the Condensed Consolidated Financial Statements (Continued)

BRGS M B RERME (R

For the six months ended 30 June 2024 &% 202446 5308 1L/~ A

27.RISKS RELATED TO FINANCIAL INSTRUMENTS
(Continued)

(3) Market risk (Continued)

As at 30 June 2024, 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 RMB2,250 thousand (30
June 2023: RMB3,925 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.

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
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28. A RBEEE

1. No significant commitments are required to be disclosed 1. AR FERENEEARSEE-
during the period.
2. No significant contingencies are required to be disclosed 2. AERFERENEENNAEE-
during the period.
29. SHARE CAPITAL 29. i Zx
As at As at
30 June 31 December
2024 2023
#2024 F 72023 5
6H30H 12H31H
RMB’000 RMB’000
AR T ARBT T
(Unaudited) (Audited)
(REER) (EER)
Registered, issued and fully paid: EaEfl - BT RAERA
1,582,618,000 shares of RMB1.00 each 1,582,618,000 %
Bk A R #1.007T &9 % 9 1,582,618 1,582,618
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