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MAJOR FINANCIAL INDICATORS AND KEY OPERATING DATA

TENREERETELEHE

The following financial statements, notes and discussion and analysis
of Shandong Fengxiang Co., Ltd. (the “Company” or “Fengxiang’
together with its subsidiaries, the “Group”) contain certain amounts and
percentage figures that have been subject to rounding adjustments.
Accordingly, figures shown as totals in certain tables may not be an
arithmetic aggregation of the figures preceding them and all monetary
amounts shown are approximate amounts only.

KEY FINANCIAL DATA

WREHFENAERAR(AQTIRIBHERS KA
MEARIAKRE)ATHMBERER MELTH
ROMBRETEOENBRALADLETF - Bt
ETRBPAF —WEFRLRELEMINEFTHE
flra@m - MABIIRERERSMHTE -

FENBRE
For the year ended 31 December
BZE12A31HLFE
2023 2022
2023 2022 F
RMB’000 RMB’000
(Restated)
AR¥T T ARETT
=319
Revenue A 5,134,413 5,085,790
Gross profit E 7 591,464 583,497
Net profit/(loss) FRE(E18) 160,319 (768,993)
Net profit/(loss) attributable to the shareholders of 53 & & A &) f% 3 &% F )8,/ (& 18)
the parent company 160,319 (768,993)
Adjusted net profit KRREFEREO 160,319 39,242
Basic earning/(loss) per share (in RMB cents) BREREN,(BER) (ARES) 10.8 (55.4)
Notes: K& -
1. Net profit after deducting monetary fund receivables bad debt loss arising 1. MBER2022F AREWHBEEMEER AR ([#HE

from the recognition of an one-off and non-recurring impairment loss on
the deposits due from GMK Finance Co., Ltd. (“GMK Finance”) in 2022.

2. For details of these restated figures, please see “Financial Review —
Changes in significant accounting policies”.

SHANDONG FENGXIANG CO., LTD. ILRBE# KRB ERAF

HMBD)Z2FERN - RERFBERAEBEMELDN
ERESERBRENFAE -

2 AMLZEERBEIHE BAMBOE-—SEE
HEEEE) -



MAJOR FINANCIAL INDICATORS AND KEY OPERATING DATA

KEY OPERATING DATA

TEREHE
Rearing volume of white-feathered broilers
APREFREER
unit: million birds
By :BBE
172.5
154.8

¥

Year ended 31 December 2022 Year ended 31 December 2023

y
v
g |

B Z2022612831H B £2023F12H31H

LFE LHEFE
Sales volume of raw chicken meat products
THERANMEE
unit: million kg
B BBTR
251.5 241.3

)
i
b

Year ended 31 December 2022 Year ended 31 December 2023
H £ 2022128311 H £ 2023128311
IHFE IHFE

Sales volume of chicken breeds
BHEHE

unit: million birds

B HEBE
32 1 34.2
*6-%0!0
)
\
i

Year ended 31 December 2022 Year ended 31 December 2023
B ZE2022F12H318 HZ2023F12H318

FTEVBEERTELE-E

Processed volume of white-feathered broilers
BPARAEMNIE

unit: million kg

BN BETR

Year ended 31 December 2022 Year ended 31 December 2023
B £202256F12A31H B £20235F12H31H
LLFE LEFE
Sales volume of processed chicken meat products
AMIBERRREE
unit: million kg

BN - BBTR

129.1
114.0

5K

Year ended 31 December 2022 Year ended 31 December 2023
B £2022F12A831H B £2023%F12A31H

LEE LEE
Adjusted net profit"
CEET R0
unit\: thousand
Bfu:Fx 160,319
85
39,242
"

Year ended 31 December 2022 Year ended 31 December 2023
H Z£2022%12831H H Z£2023F12831H

IEFE IEFE LEE LEE
Notes:
Hiat
1. Net profit after deducting monetary fund receivables bad debt loss arising from the recognition of a one-off and non-recurring impairment loss on

the deposits due from GMK Finance in 2022.

HBRN2022FAEREUFBHVBRRAZERN - RUEEBRAEBEMEEANER ESERBRRNENE -

2. For details of these restated figures, please see “Financial Review — Changes in significant accounting policies”.

BRLEEEREEFE BRIVMBLFE—S2GHREEE] -
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2023 MAJOR EVENTS

_7__

. MARCH
=A

‘BB (Fovo Foods)” (“Fovo Foods”) garnered a
substantial fan base through its competence. It made an
impressive appearance at the 11th China Ingredients
E-commerce Festival in 2023, and splendidly showcased over
a hundred types of products including group meals, Chinese
and Western-style fast food, supermarket convenience
series, iShape series and innovative ingredient series.

HNIEH ] B R M (Fovo Foods) [RERR]) NES

FRER

For convenience stores channel, being closest to consumers, “/& . MAY

JZ(iShape)” (“iShape”), through the cooperation with quality
convenience store enterprises such as Lawson, 7-Eleven and
Bianlifeng, has coverage in aggregate over 60,000 offline stores,
and was awarded “Annual Best Cooperation Partner” by
Lawson.

FERMEEFHNERERE  [EF(Shape)] (B ) &
BEER 711 BEHNESEEENELEAE CREAE
HHB6ERRTME TESERIFEREAERH] -

MH2023F +—ETEARMEMES  BERRTEEE -
FEARE BBEMNUARER R GBI RN ZIH

BHEERM -

In the first half of the year, there were intensive visits from
overseas clients, who recognised the exceptional
accomplishments of the Group in food safety, product quality
control, environmental, social and governance management
system, and other aspects.

E¥E BIBFEERT  HAKBEERRRE EMRE
BESCRR HERERAERERASETENEERRRT

B A] o

The tasty Jiaoma Chicken Nuggets were launched, perfectly blending the
numbing spiciness of peppercorns with the freshness of chicken, creating a
lingering sensation on the taste buds.

WMIMEARER LT BERBERNKE - EMAOM - BANE  UTHRNE
BRBEAFTZME-

SHANDONG FENGXIANG CO., LTD. ILRBI#¥ KRG ERA A

A

iShape was selected for the “2023 National
Trendy Food Top 100 List”.

B ANE(0BEMERM D NARE) -



- ER M E T
W RN @

SZE6

T

The highly anticipated Ganggang Chicken made its
debut, catering to discerning palates with its pure and
rich spicy flavor. With meat that clings onto the bone,
it is finger-licking delicious.

AT R IRREE - m R RS IR E - AT ER
MIERBEHRRER  ZATS  FEBHTRE-

2023 MAJOR EVENTS

—EZ=FKRERL

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

BEBROBIARERESEZMN
03EFEEXREHE REHR
BEREFTNE TEPERMERE
HERARSREA -

4

iz
BRFRAUR

NEW ARRIVAL

OB oomm osaw 68 O W AWA Y SHEN

iShape Alaska Crab Meat Sticks, Light Lunch Meat, Roasted Chicken Wing Roots,

Fried Chicken with Sauce, Fried Chicken Legs with Sauce and Thick-cut Crispy Meat
were launched.

BRI MENE KRFEN TREHEIR  BTIFE BT AER 21
NERA LT e

JULY
+ A
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2023 MAJOR EVENTS
—B-=FAER

@ AuGusT ¢ OCTOBER
NA t+A

Shandong Fengxiang Food Development Co., Ltd. was further accredited by the
Bureau of Training of the General Administration of Sport of China (B 5 #5345k /5) iShape was honoured as the “2023" CSR Competitiveness
as the “Sports * Sponsor of the Bureau of Training” (85«3l 4k & Bh7E), and the whole “Responsibility Typical Case Selection” Model Enterprise of
series of Fengxiang products were accredited as the “Sports ¢ Preparation and Product Health at the 2023 China Corporate Social
Protection Products for National Teams Athletes of the Bureau of Training” (8% & «3)l4k

' \ Responsibility Innovation and Development Forum for its
BERGFES S EEIREESR). This is the sixth consecutive year that Fengxiang's

efforts to cultivate healthy dietary habits among the people in

products have contributed to the preparation and protection for national athletes. PRC.
BREraRllRRBd X LRBAFRAERERAGAAIMEE -JRBEY E2023 B el e AT HRERE - EREYH
Bl BRERE2RNERAIEE JIRREZFEDERBREER] - EER ANEEHRE BB MY BT - L2023 CSREE
BHEREEF FHNIEBRKEHEHURE - FHIEEANEFBR | EIRELGOE .

- Fengxiang completed the issue of 182.6

million new H shares under specific
mandate which further optimised the
shareholder structure.

+ &

i
-

B B AR e AR AR B 4 Rl X M 3 T T H
P182.6 & i - IR A BAE — B -

Under the impact of “Doksuri” and other factors, the
North China, Huanghuai and other areas suffered
from flooding caused by heavy rainfall not seen in a
hundred years, and all sectors of society lent a
helping hand. On 6 August, Fengxiang donated
10,880 relief materials to the disaster area, helping
the homeland rebuilding work to commence in an
orderly manner.

i

Anthan g

WEgEEANRARLT i
- ey

Alt#R] SRR E FLRESHRESR
FARRBRMSIFHK HEEXROHHHED
ZF-8A6H BN A UERBESHARLY
41088010 N U RBRHXETIEAFRE -

The Company was awarded the Ten-Year Best Partner Award by
Cobb-Vantress, Inc..

ARBESHETRRRENI0FREGIERHE -

SEPTEMBER
A

10 SHANDONG FENGXIANG CO., LTD. ILRBI#¥ KRG ERA A



@ NOVEMBER
+-A

Fengxiang and syndicate members entered into a
syndicate loan agreement for up to RMB960 million,
which provided Fengxiang with stable cash flow, also
optimised the debt structure of the Company and
reduced financial costs.

BREBRGOERERE R K= ARKI6EITAIR

BEFAR ESRFERNESRENRER -
RSB T ARBOEBSE  BRETBBEAE -

“BL&RK" itk

WY, TSo-00e-F-00i7

WEREAES:  UsHeRETmLE
WEREAME:  LEERTAZFLNEY
EREMEER: KA RAREWELS
FRASRAE:  uswESARE

L i 220 R W 2
fig s i v LT

WiEEmER, TEDOEIC0NRS- 2000
REw ————
R L -

[ annd

HIFERE "BLAR" FRUGER. HUAN “SLAE" UUGE,

CALEN" dEME

. i i
c I I R i | S S :
st

WERG. EEOREN SN LS

2023 MAJOR EVENTS
—E-=FABR

The Fovo Foods brand of Fengxiang was awarded
the “2023 Taishan Quality” certification.

JBL#E B 0 BE T B R R dh b 6K 5 2023 4 E 2R LU

O ff 7] %
mERE -

FEY  TELIOMIHECENNNS] TR ERERSTER

= F wEtoN e AR IR AR RNEIANE

nEnE T
FARM R FUE2023F H et (SR TIEE masEn
A AR W

- L W R
= T

seEw

WO T SIS,

=

T
P

DECEMBER

@® +-¢

On 29 December, Fengxiang was certified as a “2023
Agricultural and Rural Informatisation Demonstration Base”
by the Ministry of Agriculture and Rural Affairs.

128290 BBROBEXRNDPRERI2023FE R %
ENER L REBEM] -
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CHAIRMAN'’S STATEMENT
ESEIRHESE

MOVE FORWARD WITH STEADFASTNESS AND
ENCOURAGE INNOVATION TO NAVIGATE
THROUGH THE CYCLE

Dear Shareholders and Investors,

As the chairman of the board of directors of Fengxiang, | would like to
express my gratitude to all of you for accompanying Fengxiang through
the extraordinary year of 2023.

2023 was a challenging year. Internationally, geopolitical shocks such
as the Russia-Ukraine War, the Palestinian-Israeli conflict and the Red
Sea conflict continued to affect the stability of global supply chain;
developed economies faced inflationary pressures; interest rates of the
U.S. dollars and Euros continued to rise; and the growth rate of the
economy slowed down. Domestically, China stepped up the efforts of
macro adjustment and control to promote a sustained improvement in
economic situation. The domestic macro-economy maintained a
moderate growth, and showed a trajectory of slower growth at the start,
moderate growth in the middle and stable growth in the end throughout
the year. However, the recovery of domestic consumption market fell
short of expectation.

2023 was also the first year that Fengxiang and PAG embarked on a
new journey together. As the new year begins, everything starts anew.
During the year, Fengxiang forged ahead amid difficulties. The
operational indicators such as breeding, revenue and profit had been
comprehensively optimised. It recorded operating revenue of
RMB5,134.4 million, reaching a new high, and achieved a net profit of
RMB160.3 million, turning loss into gain.

Specifically, the export business continued to stay ahead and recorded
sales revenue of RMB1,396.0 million, representing a year-on-year
increase of 2.7%. The major customer business grew rapidly and
generated sales revenue of RMB848.8 million, representing a year-on-
year increase of 24.1%.

During the financial year ended 31 December 2023, Fengxiang
completed the issue of approximately 182.6 million H shares, further
optimising its equity structure. Meanwhile, Fengxiang obtained a
syndicated loan of RMB960 million at a relatively low cost, replacing all
previous borrowings and optimising its debt structure.

Looking forward to 2024, opportunities and challenges will continue to
coexist.

SHANDONG FENGXIANG CO., LTD. ILRBE# KRB ERAF

RTR  ZHEHY

EWMHFURREEREA

ERBHRNESS IR Bl SR HEBHERSD E
BEi®7TTFILH2023F -

2023 R MMKE R —F - BERE LG BUaREN
BRESEF BHR AN REFETZEZHERE
BISTE BHELEREEBREN X1 BTHE
ME - BB RNAE  EBEA FENAEZEAEND
B HEDHEEETHEFE BAZBKLERAM
BE 2FERFETSRBOETES  BEAHE
EMZEHRTLES-

2023F B R MR A BIRE SEE T HBAL
RHTE  —Elh BREH - W —FRERND
MEMLE BE WA BNSEEREESEI2E
Bl BREZERAARKSIMABE T BIHESE
im BARERFNEARB1603BET TR

Hep  HO¥EBEERIBALBMA  HEERAARE
1,396.0E &0 AL RE27% FEEZRFEKEEAR
FOMEWAARKGIS8AE L RHIERK24.1% °

HZE2023F12A3MB LM BRFEARN - B#F K5 TK
#1182.6 B BIRHAR 1T - RIELBE — T BN A
BHEBROUAREKRRNESARBIGEILEBRER
BEMeHREER BT ARRNERERE -

[RE2024F DR BEKEKILIF -



According to the International Monetary Fund’s forecast, global
economic growth in 2024 is estimated to be around 3.1%, similar to the
level in 2023. Despite the presence of adverse factors such as
geopolitical impacts and inflation, the possibility remains that global
economic growth in 2024 could exceed expectations with positive
factors such as inflation gradually being brought under control, China’s
economic recovery, artificial intelligence and supply-side reforms.

The Central Economic Work Conference pointed out that in 2024, the
complexity, security and uncertainty of the external environment for
China’s development will increase. However, the fundamental trend of
overall economic recovery and long-term improvement remains
unchanged. The Party and the country have made the expansion of
domestic demand a key focus in economic development policies, which
will help stimulate domestic consumption and will certainly have a
strong supportive effect on the mass consumption sector in which
Fengxiang operates.

Amidst the challenges and opportunities in 2024, Fengxiang will “move
forward with steadfastness, encourage innovation and seek changes”.
With Fengxiang staff's perseverance, professionalism, fearlessness
and innovation, Fengxiang will face the challenges, seize the
opportunities and navigate through the cycle.

In this regard, Fengxiang will take the following major strategic
initiatives in 2024:

Firstly, in terms of breeding and rearing, Fengxiang will, on the premise
of ensuring the quality of breading, benchmark against the industry’s
leading level and optimise costs. Secondly, continue to deepen channel
penetration and open up new territories to increase the share of
Fengxiang in each channel, especially in major customers, and to
strengthen the cooperation relationship between Fengxiang and
customers in each channel. Thirdly, advance lean production and
intensively improve efficiency and reduce costs. Fourthly, accelerate
the construction of the talent pool, enhance organisation vitality, and
create an organisational culture that dares to meet the unknown and
challenges.

“Those who share the same goal will win, and those who sail in the
same boat will succeed.”

CHAIRMAN'’S STATEMENT
ESEXTRBEESE

BEBRRS®EESHTER - 2024 F 1) 2 Bk G 1 18
RIE(E 4 53.1% » H22023F K FHE L - & B b & B
ARENBRETFNEZNAGTE  EEEZBIRE
TS PREGEES  ATTRELELRANES
FTRAREFE 2HREE2024FIE KB NFEE A
BEMEDARTEIE -

MREETESEHEL 2024FRBEERNINER
EHEMN  REME THEELT BEERKED
Frags REBAFNERABERERE - s MERAE
REZRBRTFEEAEASTRELS—BEER 5
B BEBEANEE BT w1855 RO T E &
ABBEELERENIFER -

Pk BB OB I 17 692024 F - BLRE I T 5 E AT
T B RE] URFANRE HX - ER - 8I5
DT DB - MUEHS - TFHEE o

731152024 F [ B A0 G BREUA S B A BBR B 4 ¢

F- HEFEMEEIE BHEROSEREFAERED
EMRRET  HRETERLEKF BEKKR-F= -
SERAMEEND HEFL BABFKROERE
BLEAZEZEPHONE MERERODRASESRE
EFMEEBEE -E= KEBRLE RERNR
Ko BP0 MMRAABRMER EBABE N TE
B M5 R AN AN PR Bk ey AR 4 S -

[ETRKRERE RAKEER- ]
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CHAIRMAN'’S STATEMENT
ESEIRHESE

In 2024, all employees of Fengxiang will share the same goal, sail in
the same boat, continue to firmly implement major strategic initiatives,
further enhance the overall competitiveness while consolidating the
competitive advantages, move forward with steadfastness and
encourage innovation to navigate through the cycle.

We look forward to your continuous trust and support.
Thank you!
Shandong Fengxiang Co., Ltd.

Chairman of the Board of Directors
Zhu Lingjie

SHANDONG FENGXIANG CO., LTD. ILRBE# KRB ERAF

204 FEERMEEEIE TR BARLE %

a8

(2

BETHETEARBEE EEBRLFELZNRE
E-—FPRAKREHRF N BITBH FHEEH-

EETEIE Ty Ty b
e
IWRBH#ERGERDAE

EFETE
RE B



MANAGEMENT DISCUSSION AND ANALYSIS

COMPANY PROFILE
Introduction

The Company is one of the largest white-feathered broiler meat
exporters and the leading retail enterprises 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, the PRC and produces
and sells processed chicken meat products and raw chicken meat
products mainly from white-feathered broilers. The main products
include (i) processed chicken meat products; (ii) raw chicken meat
products; (iii) chicken breeds; and (iv) others. Apart from its leading
domestic market position in the PRC, the Group has an established and
growing export business supplying a wide range of premium quality
chicken meat products to overseas customers in Japan, Malaysia,
Europe, the Middle East, Korea, Mongolia and Singapore.

The Group’s white-feathered chicken meat products are halal certified
by adopting Islamic slaughter rituals. The Group adopts an integrated
“poultry to plate” model which enables it to control every stage of the
poultry lifecycle, allowing the Group to effectively manage quality and
cost throughout the process starting from the breeding of broilers to the
distribution and sale of chicken meat products.

Business Segments
Processed Chicken Meat Products

The Group markets its processed chicken meat products under Fovo
Foods, iShape and “H¥ )& (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
cuisine. For the year ended 31 December 2023, the sales volume of
processed chicken meat products increased by 13.2% to 129.1 million
kilogram (“kg”) (31 December 2022: 114.0 million kg). For the year ended
31 December 2023, the revenue from sale of processed chicken meat
products (after elimination of inter-segment transactions) grew by 10.2%
to RMB2,613.7 million (31 December 2022: RMB2,371.1 million),
representing 50.9% of the Group’s total revenue.

EEBEENAREDN

RAARAFTESEANOPABELOFLRELHER
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MANAGEMENT DISCUSSION AND ANALYSIS
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Raw Chicken Meat Products

The Group offers raw white-feathered chicken meat products, which
include whole frozen chickens and chicken portions, such as chicken
wings, 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 year ended 31 December
2023, the sales volume of raw chicken meat products decreased by 4.1%
to 241.3 million kg (31 December 2022: 251.5 million kg). For the year
ended 31 December 2023, the revenue from external sale of raw
chicken meat products decreased by 8.7% to RMB2,284.1 million (31
December 2022: RMB2,500.6 million), representing 44.5% of the
Group'’s total revenue.

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 year ended 31
December 2023, the sales volume of chicken breeds increased by 6.8%
to 34.2 million birds (31 December 2022: 32.1 million birds). For the
year ended 31 December 2023, the revenue from external sale of
chicken breeds grew by 13.8% to RMB61.0 million (31 December 2022:
RMB53.6 million), representing 1.2% of the Group’s total revenue.

Other Products

The Group sells other products, including the sale of broilers that
cannot satisfy the Group’s quality requirements and excess broiler eggs
that exceed the Group’s internal needs, by-products (such as chicken
feathers, chicken blood and unused chicken organs), packing materials
and other miscellaneous products. Revenue from the external sale of
other products grew by 9.4% to RMB175.7 million for the year ended 31
December 2023 (31 December 2022: RMB160.5 million), representing
3.4% of the Group’s total revenue.
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

In 2023, the white-feathered broiler industry was in a transitional stage
of cycle transition and frequent fluctuations. Affected by the difficulties
in introducing breeds in the early stage, the prices of white-feathered
chicken meat remained on the rise as last year during the first quarter,
whereas the prices started to fall since the second quarter with the slow
recovery of the consumer goods market and the lingering low levels of
pork prices, showing a trend from up to down for the year. On the raw
material side, even though the prices of feed materials were in a
downward trend, the average price for the whole year remained in the
mid-to-high range of historical average prices, resulting in higher
breeding cost.

Under the dual upstream and downstream pressures, Fengxiang had,
by focusing on the major strategic initiatives for 2023 and making full
use of its advantages in the integrated industry-chain and value-chain
business model and in 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 relatively remarkable improvements
in its overall operation and management and significantly reinforced the
driving force for synergistic development.

During the year, the Group achieved a slight increase in sales revenue
of RMB5,134.4 million (2022: RMB5,085.8 million) and net profit of
RMB160.3 million (2022: net loss of RMB769.0 million).

During the year ended 31 December 2023 (the “Reporting Period”),
the Group achieved the above results mainly because of:

(1) the Group’s advantages of multi-channel penetration, including
the continuous growth in revenue from the export business and
the major customer business;

(2) the Group’s refined management enhancement by its management
personnel and all employees, contributing to higher production
efficiency and lower costs; and

(3) the Group’s exploration of multi-channel financing, resulting in
notable improvement in cash flow position.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Business Highlights

Export Business Continued to Lead

In 2023, sales revenue of the export business further rose
to RMB1,396.0 million (2022: RMB1,359.3 million),
representing a year-on-year increase of 2.7%, and its share
of the overall business increased to 27.2% (same period:
26.7%).

During the course of providing products and services to
international customers for nearly 30 years, the Group has
accumulated domestically-leading and international quality
standard, channel resources, industry experience and
brand reputation and has continuously become the largest
exporter in the white-feathered chicken industry in China,
driving and supporting the continuous growth of the Group’s
overall business in adversity.

During the Reporting Period, against the background of
complicated international situations including weak
consumption in Europe and Japan, the Ukraine crisis, the
Palestinian-Israeli conflict and the Red Sea conflict, the
Group had grasped the opportunity to engage in overseas
business, strengthened interactions with overseas
customers, further explored the market potential of existing
products, and opened up opportunities for cooperation with
leading enterprises from various channels through self-
developed research and development (“R&D”) and co-
development with partners, resulting in the diversification
and refinement of channels. During the Reporting Period,
the Group achieved a year-on-year increase in its sales
revenue from Europe, and successfully opened up new
markets in the Middle East, further stabilising the leading
position of its export business in the markets.

Centralised Procurement Business Continued
to Grow

The centralised procurement business achieved overall
sales revenue of RMB1,136.2 million (2022: RMB926.2
million), representing a year-on-year increase of 22.7%,
and its share of the overall business achieved 22.1% (same
period: 18.2%).
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MANAGEMENT DISCUSSION AND ANALYSIS

During the Reporting Period, the Group had upgraded the
production capacity from its existing production lines and
increased its efforts in outsourcing raw materials, which
allowed its deep-processed product plants to release and
enhance capacity utilisation rate. Meanwhile, the Group
had strengthened its operations, reduced manufacturing
costs and consumption of auxiliary materials and increased
the overall yield rate; leveraged R&D and production to fully
empower sales and focused on creating major single
products. Through a series of refined operational means,
the comprehensive competitiveness of the centralised
procurement business channel has continuously enhanced.

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

In 2023, the major customer business achieved sales
revenue of RMB848.8 million (2022: RMB684.2 million),
representing a year-on-year increase of 24.1%.

In 2023, the Group implemented a strategy of full
collaboration with major customers, to deeply integrate into
the supply chain system of major customers and efficiently
synergise with them in the chains of R&D, quality control
and information sharing. While optimising the efficiency of
mature products, we 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 achieve rapid
growth in both sales volume and revenue.

Retail Business

The retail business achieved sales revenue of RMB428.3
million (2022: RMB625.9 million), representing a year-on-
year decrease of 31.6%, and its share of the overall
business was 8.3% (same period: 12.3%).

Among which, iShape accounted for 57% of the retail
business and continued to play a key role in the Group’s
customer-end products.
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MANAGEMENT DISCUSSION AND ANALYSIS
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In order to increase the potential of sustainable
development of customer-end products, the Group
optimised its marketing activities and related expenses in
2023. As a result, revenue of products under iShape
decreased, but the quality and sustainability of its
development increased significantly. Meanwhile, iShape
maintained its leading position in the market.

During the Reporting Period, there was once again a surge
in the sales volume of the core single products of iShape.
Among them, iShape low-fat chicken breast meatballs
achieved doubled growth, and iShape tender MIX chicken
breast meat increased by 161% year on year; the
performance of ordinary temperature chicken breast
products is particularly outstanding, with a year-on-year
increase of up to 411%. In major promotional events such
as “618” and “Double 117, iShape continued to be the
industry’s omni-channel sales champion.

On the basis of the rapid growth of celebrity products,
iShape accelerated its pace of expansion during the
Reporting Period. Not only did it actively expand the track
in leisure snacks, but it also ventured into the non-chicken
protein field for the first time, continuously launching new
products that are popular in the market, such as Alaska
Crab Meat Sticks, Hand-Torn Chicken Breast Jerky, Slice
of Chicken Breast Jerky, Crispy Chicken Breast Jerky, Light
Lunch Meat Slices, Fried Chicken Legs with Sauce, Fried
Chicken with Sauce, Thick-cut Crispy Meat, and Roasted
Chicken Wing Roots.

At present, iShape series products have covered over
60,000 sales stores and have built the most complete and
three-dimensional sales system in the industry, forming a
channel moat with multiple links to consumers. iShape has
received honours such as the Best Partner Award and the
Annual Quality Service Award from well-known chain
companies such as Lawson.
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MANAGEMENT DISCUSSION AND ANALYSIS

() Observation of Current Trends

From Incremental Economy to Stock Economy,
Consumer Goods Industry entered a New Era
of High-Quality Development

Against the backdrop of China’s macroeconomic expansion
from leveraged growth to a stock economy, the consumer
goods industry has experienced a dividend period of growth
propelled by a dual drive of volume (quantity, from nothing
to something) and price (quality, from something to
something premium) and has transitioned to a stage of
pursuing high-quality development which corresponds to
the development stages of such industry, the market share
of outstanding industry leaders will exhibit a steady growth
trend.

For white-feathered broiler industry, the advantage in
stability of an excellent whole industry chain company is
even more prominent. Meanwhile, brand value will facilitate
more efficient sales in an enterprise, bring profit to partners,
and earn consumers’ recognition.

Catering Chain Integration Rate continues to
Rise, and Quality Supply Chain Companies
usher in Growth Opportunities

According to the data of the National Bureau of Statistics,
the revenue of national catering industry exceeded RMB5.2
trillion in 2023, representing a year-on-year increase of
20.4%, with scale of catering market further expanded, and
enhanced chain integration of catering brands at the same
time. Chain operation is a necessary path for catering
brands to become bigger and stronger. China’s catering
chain integration rate is still at an initial stage with relatively
large room for improvement as compared with chain
integration rate in established foreign markets. Presently,
unlike the United States with a catering chain integration
rate of 54% and Japan with a catering chain integration rate
of 49%, the catering chain integration rate of China is less
than 20%. As China’s economic recovery speeds up,
China’s catering chain integration rate will continue to
accelerate and quality supply chain companies will usher in
growth opportunities in the future.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEEBNWRE DN

(Ill) Development Initiatives

Development Goals

We will adjust to market demands, commit to upgrading 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 aim to
maintain our industry leadership in the export business and
enhance profitability and international influence. We will
increase major customers’ loyalty, actively understand
customer needs, continuously enhance product quality,
launch new products and increase the Group’s share of
supply in major customers.

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

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.

Continue to Promote the Refinement of
Management and Enhance the Efficiency of All
Aspects; Continue to Deepen Channel
Penetration and Expand Market Share;
Continue to Accelerate the Construction of
Talent Pool and Increase Organisational
Vitality

In 2024, the Group will adhere to three principles of
“continuance”, further enhance the Group’s operating
efficiency and effectiveness, to realise steady and
sustainable high quality growth and create a leading
chicken meat brand of China.
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MANAGEMENT DISCUSSION AND ANALYSIS

“Continue to Promote the Refinement of
Management and Enhance the Efficiency in
All Aspects”

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

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

At the R&D end, we proactively understand customer
needs, and will continue to introduce new products,
optimise the efficiency of existing products and
increase customer share.

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

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 increase of business
volume and revenue of various channels. In the
meantime, we continue to increase the proportion of
processed chicken meat products and continue to
boost the Group’s sales revenue.

The Group will make use of information technology
and digital means to assist the Group 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.
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MANAGEMENT DISCUSSION AND ANALYSIS
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(2)

(3)

“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 use it as a starting point to continue to 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 reinforce the Group’s leading position
in the export business, and continue to upgrade its
services, develop markets and broaden channels so
as to provide the most outstanding service and
achieve diversification of channels.

For 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.

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

Talent is the primary resource for enterprise
development, and competition among enterprises is
ultimately a competition for talent. In order to achieve
the goal of high-quality development, enterprises
need to be supported by a quality talent team.
Therefore, in the face of a domestic market filled with
complexities and uncertainties and an international
environment full of changes and conflicts, the Group
will take practical and effective measures to continue
to accelerate the construction of talent pool, increase
organisational vitality, and create an organisational
culture that dares to meet the unknown and
challenges.
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MANAGEMENT DISCUSSION AND ANALYSIS

Through the implementation of the strategy of three principles of
“continuance”, the Group realised 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.

FINANCIAL REVIEW
Overall performance

For the year ended 31 December 2023, the Group experienced a slight
increase in revenue as compared to that of 2022. The Group turned
loss into gain and recorded a net profit of RMB160.3 million in 2023.
The Company’s net profit increased by 308.5% year-on-year, without
taking into account the monetary fund receivables bad debt loss arising
from such an impairment loss in 2022. There was an increase of 1.4%
in gross profit as compared to that of 2022. The basic earning per share
was RMB11 cents in 2023. Set out below is the detailed information on
the fluctuations in the Company’s results for the year ended 31
December 2023.
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For the year ended 31 December
BZE12A31HLFE

Items EHA 2023 2022 Change
2023 F 2022 2
RMB’000 RMB’000 (%)
AR®B TR ARETT (%)

(Restated)

€ =319
Total operating revenue aEmIh A 5,134,413 5,085,790 +1.0
Operating costs 5N 4,542,949 4,502,293 +0.9
Selling expenses HEBR 156,268 329,206 -52.5
Administrative expenses EEEF 100,604 108,499 -7.3
R&D expenses it & 22,708 31,944 -28.9
Finance costs BB R 102,981 49,105 +109.7
Other gains & 6,698 9,676 -30.8
Gain on changes in fair value NABESFHWE 2,869 21,694 -86.8
Total profit/(loss) B (EE) B ke 163,945 (768,257) N/A
Net profit/(loss) F A, (B18) 160,319 (768,993) N/A
Adjusted net profit KR EIEFAEO 160,319 39,242 +308.5
Gross profit EFE 591,464 583,497 +1.4
Gross profit margin EF = 11.5% 11.5% —
Net profit/(loss) margin FRDE(E1E) = 3.1% (15.1)% N/A

Note 1: Net profit after deducting monetary fund receivables bad debt loss
arising from the recognition of an one-off and non-recurring impairment
loss on the deposits due from GMK Finance in 2022.

BIEE1 < 1B 3 20224 R T R A6 R LR B 75 2 15 ) — R
6 % 9 8 SRR 6L A5 1AL P 28 6 ) SR 6 © SR ARIA S 74
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BREmE7HKA

Revenue by products

For the year ended 31 December

BZ12A31BLEE

2023 2022 Change

2023 % 20224 28

RMB’000 RMB'000 (%)

ARET T ARET T (%)

Raw chicken meat products EHRR R 2,284,084 2,500,559 -8.7
Processed chicken meat products T HAS R 2,613,650 2,371,087 +10.2
Chicken breeds B 61,015 53,619 +13.8
Others Hi 175,664 160,525 +9.4
Total &5t 5,134,413 5,085,790 +1.0

During the Reporting Period, the Group’s sales revenue increased due
to the increase in chicken meat products sold and exported by the
Group to Europe, Japan and other countries.

Sales volume and average selling price by products

BEHR AEEFEERALEN DHRAKEFEE
SN~ B AN B EL At B 5] A HE A B G 5 DN P B

REmB7HHE  FHEE

For the year ended 31 December
BZ12A31BLFEE

2023 2022 Change
2023 F 2022 4F =
(%)
(%)
Raw chicken meat products ESHRNER
Sales volume (per kg) HE(FFr) 241,290,399 251,535,459 -4.1
Average selling price (RMB per kg) THEB(ETZARE) 9.47 9.94 4.8
Processed chicken meat products EIMTEHAE M
Sales volume (per kg) e (FTm) 129,121,387 114,020,427 +13.2
Average selling price (RMB per kg) FHEB(EFRARE) 20.24 20.80 2.7
Chicken breeds ®BE
Sales volume (per bird) HE (HE) 34,244,511 32,067,474 +6.8
Average selling price (RMB per bird) FHEBEBAAREK) 1.78 1.67 +6.6

During the Reporting Period, the Group’s number of white-feathered BREPRN AEESPAEFZTRERLIER11.3%
broilers being slaughtered experienced a year-on-year increase of AMITHEANEROEHESHIRFERBER - BE M
11.3%, and the production and sales volume of processed chicken T HEERBEMICER -

meat products both experienced corresponding growth. The growth of

breeding, processing and sales are related.

26 SHANDONG FENGXIANG CO., LTD. ILRBE# KRB ERAF
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Revenue by geographic territory and products

EEBEENAREDN

# ity 7 B2 15 0 i I EE dm B 0 HY XA

For the year ended 31 December
BZ12B31BLEE

2023 2022 Change

2023 % 20224 28

RMB’000 RMB’000 (%)

ARBT R AR T T (%)

Mainland China R B A i 3,738,375 3,726,469 +0.3
Japan =N 412,575 387,353 +6.5
Malaysia BRA R 177,507 329,914 -46.2
Europe B 691,772 558,309 +23.9
Other countries H i B =R 114,184 83,745 +36.3
Total = 5,134,413 5,085,790 +1.0

During the Reporting Period, the Company’s revenue growth in the
Mainland China market was driven by an increase in sales volume of
processed chicken meat products. Also, in light of the competitiveness
of the Group’s products and the re-structuring of the international
landscape, growth was achieved in sales revenue from Japan, Europe
and other markets.

B2B and B2C sales revenue

The Group’s B2B sales are mainly direct sales or distribution of
products to domestic and international customers, primarily food service
or industrial customers, fast food restaurants, and food retailers. B2C
sales are primarily through online and offline platforms to the end
consumers.

WA RN THALEHERRBDS BT
BUARE - LI BEAAEBEROHEF ) RE
R BEE - 18 A A BN R AT 6 8 A
ERME -

B2B X B2C# & i A

AEEBBHEIRHUBARBEBREFPEHELD #H
Em IZHHRARBEIXIEETR, FREE &
RmETERN BXHEIZBBRLEERKTFERR
RHEBEHEEM -

For the year ended 31 December
BZ12A3MBLFE

2023 2022 Change

2023 20224 )

RMB’000 RMB’000 (%)

ARET T ARET T (%)

B2B B2B 4,706,065 4,459,921 +5.5
B2C B2C 428,348 625,869 -31.6
Including: Online He: &g F 146,856 266,356 -44.9
Offline FSEIN 281,492 359,513 -21.7

Total & &F 5,134,413 5,085,790 +1.0
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During the Reporting Period, the Group further expanded its B2B
customer base and achieved growth in sales volume. Revenue from the
B2B business increased by 5.5% and accounted for 91.7% (2022:
87.7%) of the total revenue, representing an increase of 4.0%. As the
Company strategically prioritised the supply of chicken meat to B2B
business in 2023, which led to a reduction in the supply of chicken meat
to B2C business and a decline in its production volume, sales volume
of the products under the iShape and Fovo Foods series declined,
resulting in a decrease of 31.6% in revenue from the B2C business.
Revenue from the B2C business reached 8.3% (2022: 12.3%) of the
total revenue, representing a decrease of 4.0%.

Operating costs

During the Reporting Period, the Group’s operating costs increased by
0.9% to RMB4,542.9 million (2022: RMB4,502.3 million), mainly due to
an increase of 11.4% in the rearing volume of white-feathered broilers
by the Company.

Administrative expenses

During the Reporting Period, the Group’s administrative expenses
decreased by 7.3% to RMB100.6 million (2022: RMB108.5 million),
mainly due to the Group’s continuous efforts to refine its management.

Selling expenses

During the Reporting Period, the Group’s selling expenses decreased
by 52.5% to RMB156.3 million (2022: RMB329.2 million), mainly due to
the decrease of sales and marketing expenses of the Group.

R&D expenses

During the Reporting Period, the Group’s R&D expenses decreased by
28.9% to RMB22.7 million (2022: RMB31.9 million), mainly due to the
Company’s integration of R&D projects and optimisation of product
structure.

Finance costs

During the Reporting Period, the Group’s finance costs increased by
109.7% to RMB103.0 million (2022: RMB49.1 million), which was
mainly due to (i) the increase in borrowing rates; and (ii) the decrease
in interest income.

Total profit/(loss)

During the Reporting Period, the Group recorded a profit of RMB163.9
million (2022: loss of RMB768.3 million), which was mainly due to (i)
the significant decrease in credit impairment loss; and (ii) the decrease

in the Group’s various expenses.

SHANDONG FENGXIANG CO., LTD. ILRBE# KRB ERAF
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MANAGEMENT DISCUSSION AND ANALYSIS

Changes in significant accounting policies

On 30 November 2022, the Ministry of Finance of the PRC issued the
Interpretation No. 16, which stipulates “accounting for the deferred
income tax related to assets and liabilities arising from a single
transaction is not applicable to the initial recognition exemption”, and
has been implemented from 1 January 2023. The Company
implemented the provision since 1 January 2023, with major impact as
follows:

EEBEENAREDN

ERESTTRREE

FR R BFBR B A 2022411 B30 H A T RIEF 1657
HAP[EREBERGEANEENAEBBAELTH
BRTBERVAERREO S ERE MR T 82023
F1A1BBEIT - NAT H2023F1 A1 BH1TZ
BE WITZRENEBEFENOT

Impact on the
balance as at

1 January 2022
#2022F1 818

Accounting item affected THENHERER HENTE
RMB’000

ARETT

Deferred income tax assets RIEPAEHAEE 1,725
Deferred income tax liabilities RIERGEHAE 189
Undistributed profits Ko B AE 1,536
As at/ As at/

For the For the

year ended year ended

31 December 31 December

2023 2022

12023 F #2022

12H31H/ 12H31H8/

Accounting item affected THENERER 2023 F E 2022F E
RMB’000 RMB’000

AR¥TR ARETT

Deferred income tax assets BEMSHEE 2,250 1,786
Deferred income tax liabilities RIEFMEHAE 197 215
Undistributed profits Ko B FE 2,053 1,571
Income tax expenses Frisii & R (482) (35)
Net profit attributable to the shareholders of the Company % /& 5 & 2 71 % 3 49 3% F 8 482 35
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Analysis on Capital Resources
Liquidity and capital resources

The Group has funded its operations principally with cash generated
from its operations, borrowings and capital contributions of the
shareholders of the Company (the “Shareholders”). The Group’s
primary uses of cash in 2023 were for working capital purposes and
capital expenditures for expansion and improvement of production
equipment and facilities.

Capital structure

As at 31 December 2023, the registered capital of the Company was
RMB1,582,618,000 and the total number of issued shares of the
Company (the “Shares”) was 1,582,618,000 Shares, comprising
1,045,000,000 domestic Shares and 537,618,000 H Shares with a
nominal value of RMB1.0 each. During the Reporting Period, the
Company allotted and issued 182,618,000 new H Shares.

As at 31 December 2023, the total borrowings of the Group amounted
to RMB1,175.3 million, representing a decrease of 21.1% as compared
to that as at 31 December 2022. The decrease was mainly attributable
to: (i) the repayment of certain long-term borrowings that has fallen due;
(i) the decrease of pledged borrowings; and (iii) less 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 balance sheet ratio, which is
total borrowings divided by total assets. The gearing ratio and balance
sheet ratio as at 31 December 2023 was 38.7% (31 December 2022:
57.0%) and 40.0% (31 December 2022: 50.0%), respectively.

Contingent liabilities and pledge of assets

The Group’s bank borrowings as at 31 December 2023 were secured
by (i) mortgages of the Group’s lands situated in the PRC with
aggregate net carrying amount of RMB62.4 million (31 December 2022:
RMB74.3 million); (ii) pledge of the Group’s bank deposits of RMB8.6
million (31 December 2022: RMB187.7 million); (iii) pledge of certain of
the Group’s property, plant and equipment with aggregate net carrying
amount of RMB886.10 million (31 December 2022: RMB1,948.5
million); and (iv) pledge of the Group’s inventories with aggregate net
carrying amount of RMB241.4 million (31 December 2022: Nil).

As at 31 December 2023, the Group did not have any material
contingent liabilities.

SHANDONG FENGXIANG CO., LTD. ILRBE# KRB ERAF
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MANAGEMENT DISCUSSION AND ANALYSIS

PRINCIPAL RISKS AND UNCERTAINTIES

The results and business operations of the Group are affected by a
number of risks and uncertainties directly or indirectly related to the
business of the Group. Primary risk factors are outlined as follows:

Price Risks

Price risks refer to the losses of costs increase or profits decrease due
to the fluctuation of the sales price. We operate in a competitive
industry, where the main raw materials and products are commodities,
all of which have been subject to significant price fluctuations. We are
exposed to the risk of fluctuations of commodity prices, including prices
of corn and soybean meals (which are our primary animal feed
ingredients), chicken breeds and poultry products in China. Fluctuations
in these commodity prices have had and are expected to continue to
have an effect on our profitability. Commodity prices generally fluctuate
with market conditions, including supply and demand, government
policies and weather conditions in major agricultural and farming
regions.

Health Risks

Health risks refer to the risks of outbreak of diseases among or
attributed to chicken. A lot of countries have encountered animal
diseases, including but not limited to, foot-and-mouth disease, avian
influenza and other animal diseases. Avian influenza, in particular
H5N1 virus, H7N9 virus and H5NG6 virus, is a type of disease which
spreads through poultry and is capable of killing millions of poultry and
may, in some circumstances, be transmitted to humans, causing
symptoms such as fever, cough, sore throat, muscle aches and, in
severe cases, breathing problems and pneumonia that may be fatal.
Outbreak of diseases in neighbouring areas of any of our production
facilities could raise concerns of the public and our customers on the
safety and quality of our products. To solve health risks, the Group has
implemented comprehensive procedures to prevent diseases among
our breeders and broilers and focuses on reaction measures in
response to any potential risk of disease outbreak. The Group has a
technical specialist responsible for collecting information relating to
livestock disease and providing early warning. In particular, we
implemented a disease and mortality rate monitoring programme
whereby our staff will check and remove dead breeders and broilers
and will inform our veterinarians accordingly. Our veterinarians monitor
the mortality rate of breeders and broilers on a daily basis and we
maintain records of their health conditions throughout their lifespan.
Such records include feed consumption, mortality, daily egg production,
average egg weight, medication, vaccinations and disinfection records.
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Food Safety Risks

Food safety risks refer to risks of severe customer complaints, large-
scale product recalls and other negative effects resulted from
unqualified product and food safety indicators due to deficient food
safety management system as well as early warning mechanism. To
solve possible food safety risks, we have established and maintain a
quality control system covering each stage of our operations. In addition
to our quality control system covering each stage of our operations, we
have established a food safety control system covering issues related
to our R&D, supplier certification and management, procurement,
production, storage, transportation and sales and distribution activities,
and has obtained, among other things, (i) 1SO22000 (Food Safety)
Certificate; (ii) ISO9001 (Quality) Certificate; (iii) GLOBALG.A.P. (Global
Good Agricultural Practices Certification); and (iv) HACCP Certification.

Safety Production Risks

Safety production risks refer to risks of corporate property loss,
temporary production suspensions or tarnished reputation due to
production safety accidents caused by deficient safety management
system or inadequate accident preventive measures. The Group has
formulated food safety and management system manuals and
procedure documents in accordance with the requirements of Food
Safety Law of the PRC, GB/T27341-2009 Hazard Analysis and Critical
Control Point (HACCP) System — General Requirements for Food
Production Enterprises and other laws and regulations and relevant
industry standards. Further, the results of our bacteria tests on our
chicken meat products have complied with the Fresh and Frozen
Poultry Product National Standards of the PRC and we procure our raw
materials, Parent Stock Day-old Chicks and frozen chicken meat
products from third party suppliers that have obtained the necessary
licences and permits.

Epidemic Risks

Epidemic risks are the major risks faced by the development of animal
husbandry. Outbreaks of health epidemics such as COVID-19, the
severe acute respiratory syndrome, Middle East Respiratory Syndrome
as well as the Ebola virus could materially and adversely affect our
business operations. The Group will continue to monitor closely the
development of the epidemics, assess and react actively its impacts on
the Group’s financial position and operating results, and ensure hygiene
measures have been adopted. All personnel entering and exiting the
breeder and broiler farms are required to undergo a disinfection process
and be logged, and our staff are prohibited from bringing their uniforms
out of the enclosed farm area to minimise the chance of introducing
bacteria from the external environment.

SHANDONG FENGXIANG CO., LTD. ILRBE# KRB ERAF
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MANAGEMENT DISCUSSION AND ANALYSIS

In addition, the COVID-19 pandemic arising in late 2019 has caused
significant disruption to the PRC and world-wide economic activities. To
cope with the risks caused by the COVID-19 pandemic, the Company
has established an epidemic prevention and containment team and
formulated a comprehensive and stringent prevention and control plan
according to the development trend of the epidemic and national
policies, and strived to ensure employee safety, stable production and
smooth sales.

Financial Risks

As at 31 December 2023, the balance of unrestricted monetary funds of
the Group was RMB189,928,600. The balance of short-term borrowings
was RMB280,373,300. The balance of shareholder borrowings, long-
term borrowings and long-term payables due within one year was
RMB574,934,800.

The bank deposit balance in the consolidated balance sheet of the
Company as at 31 December 2021 included funds amounting to
RMB1,041,438,100 deposited with GMK Finance, which was controlled
by GMK Holdings Group Co., Ltd. (“GMK Holdings”), the former
controlling shareholder of the Company. GMK Holdings and its
subsidiaries had overdue debts. GMK Finance was involved in overdue
repayment disputes and litigation. As at 31 December 2022, a full
provision of loss of RMB808,234,800 has made for the funds deposited
with GMK Finance by the Group amounting to RMB808,234,800 and
fully included in the credit impairment loss for 2022. As the Group was
not able to estimate the recoverable amounts of deposits and related
accrued interests in GMK Finance for the years ended 31 December
2021 and 31 December 2022, the Auditor has not been provided with
sufficient and appropriate audit evidence regarding the possible impact
of the abovementioned matter, and they were unable to make a
judgment as to whether adjustments to the related disclosures in the
consolidated financial statements are necessary. The Auditor's audit
opinion on the consolidated financial statements for the year ended 31
December 2022 was qualified accordingly. As affected by the above
situation, such matter may impact the comparability of current and
corresponding figures from the Company’s income statement in 2023.

Policy and Regulation Risks

We are subject to laws, rules and regulations inside and outside the
PRC. Changes in domestic and foreign economic environment and the
continuous development of the poultry industry could result in the
relevant laws and regulations and industry policies being adjusted
accordingly. Such changes may, to a certain extent, result in
uncertainties in the future business development and operating results
of the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEBNWRE DN

SIGNIFICANT INVESTMENTS, ACQUISITIONS
AND DISPOSALS

Save as disclosed in this annual report, during the Reporting Period,
the Group did not have any other significant investments, acquisitions
or disposals.

HUMAN RESOURCES

As at 31 December 2023, the Group had 6,808 employees who were
directly employed by the Group, of which 6,800 employees were
employed in the PRC and eight 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 24 June 2020,
10 December 2021 and 29 August 2023, respectively, and any full-time
or part-time employees of the Group (including any director of the
Company (the “Director”)) are eligible participants under the said
schemes.

BUSINESS OUTLOOK
1. Challenges and risks

(1) the stability of global broiler supply is challenged by the
Avian Flu;

(2) reduction of excessive capacity of pork is slow, affecting
recovery of chicken prices.

2. Opportunities and space
(1) the shift in international macro-policies and the expansion
of domestic macro-policies will open up space for the

recovery of consumer goods market;

(2)  with declining raw material costs and recovery of demand,
the industry may enter into a new round of upturns;

(3) shortage of overseas-introduced breeds in the early stage
drives up the prices of commercial white-feathered broilers;

(4) the national catering industry continues to recover and the
size of the catering market continues to expand.
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MANAGEMENT DISCUSSION AND ANALYSIS

Quality growth strategies at current stage

(1

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

deepen channel penetration to increase customer’s 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;

continue to optimise the Group’s debt structure, thereby
reducing finance costs;

further enhance the Group’s breeding capacity.

EEBEENAREDN
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(1)
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BIOGRAPHIES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT
EE EEREAREEERERE

DIRECTORS, SUPERVISORS AND SENIOR EE EEROAREERE

MANAGEMENT

The Directors, supervisors (the “Supervisors”) and senior management
of the Company during the year ended 31 December 2023 and up to

the date of this annual report are set out below:

DIRECTORS
BE=x

Incumbent Directors

EREES

Name

"E

Mr. Xiao Dongsheng
HRESLE

Mr. Shi Lei
A@iE
Mr. Qiu Zhongwei (appointed on 18 January 2023)

B A {2 % 4 (72202341 B18 B &£ E)

Mr. Lu Wei (appointed on 18 January 2023)
BB ST E (7220231 18 B £ 1)

Mr. Zhu Lingjie (appointed on 18 January 2023)
RERE (R2023F1 A18A £ 1T)

Ms. Zhou Ruijia (appointed on 18 January 2023)
B 2+ (7220231 A18 H & 1)

Ms. Wang Anyi (appointed on 18 January 2023)
TR 5+ (R2023F1A18A £ 1T)

Ms. Zhao Yinglin
D 2 =

Mr. Chung Wai Man
EREXRE

SHANDONG FENGXIANG CO., LTD. ILRBE# KRB ERAF

KRB REHE2023F12A3MB EFEARE ZE X
ERESNES EF(EE)NSAEEERI
mF -

Position in the Company
AR

Executive Director and general manager

HWITEERBEE

Executive Director, vice general manager, chief financial officer,
secretary to the Board of Directors and company secretary
BITEF BlAKE VKEE SFeNERQIMNE

Non-executive Director

FWTES

Non-executive Director

FHNITES

Chairman of the Board of Directors and non-executive Director

EFETIRRFATES

Non-executive Director

FHNITES

Independent non-executive Director

BYFNTESR

Independent non-executive Director

BYIFRTES

Independent non-executive Director

BYFNTES



BIOGRAPHIES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

Departure Directors

ES EENRSAREEERRE

BIES
Name Position in the Company
®A DA

Mr. Liu Zhiguang (retired on 18 January 2023)
2755 5t £ (202391 A18 B R T)

Ms. Zhou Jinying (retired on 18 January 2023)
JE S E 2 + (720231 A 18 HRAT)

Mr. Liu Xuejing (retired on 18 January 2023)
2|2 =5 £ (202391 A18 B RE)

Mr. Zhang Chuanli (retired on 18 January 2023)
SRA1E L% 4 (72202361 A18 HIR(E)

Mr. Guo Tianyong (retired on 18 January 2023)
ZBH B %4 (70202361 A18 BIRE)

The biographical details of the Directors are set out as follows:

Executive Directors

Mr. Xiao Dongsheng, aged 52, an executive Director and the general
manager of the Company. He was appointed as a Director on 1
November 2018. He is primarily responsible for the sales and marketing
functions of the Group. He is also a director of Shandong iShape Food
Technology Co., Ltd. and Fengxiang Foods (Japan) Co., Ltd and an
executive director of Shandong Fengxiang Industrial Co., Ltd..

Mr. Xiao has over 26 years of experience in corporate and business
management. He joined the Group in December 2010. He has been a
general manager and the general manager of international marketing
centre of Shandong Fengxiang Food Development Co., Ltd. (“Fengxiang
Food Development”) since December 2011. He has also been a
general manager of Shandong iShape Food Technology Co., Ltd. since
June 2019. Mr. Xiao obtained a bachelor’s degree in engineering from
Nanjing University of Chemical Technology (currently known as Nanjing
Tech University) in the PRC in July 1994.

Mr. Shi Lei, aged 38, an executive Director, the vice general manager,
chief financial officer, the secretary to the Board of Directors and the
company secretary of the Company. He was appointed as a Director on
31 May 2022. He is primarily responsible for the finance, breeder
poultry and IT business of the Group.

Chairman of the Board of Directors and executive Director

EFEIRRATESF

Executive Director and vice general manager

HITEERBKE

Non-executive Director

FHTES

Non-executive Director

FATES

Independent non-executive Director

BYIFATES

EEMEEFBHRHIDOT

HITES

BHREXRE 5255 BARRRITERFRAKE -
R2018F 1M A1BEZAAESE -HFEXTEZAEALAEH
HERZEHBE BTAALUREEREARIEERAF
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BIOGRAPHIES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

EEX ESNGREEERE

Mr. Shi has over 14 years of experience in finance, accounting and
management, and joined the Group in June 2013. Mr. Shi served as a
vice general manager of financial budget and analysis department, a
financial manager and an assistant director of financial centre of the
Company from June 2013 to February 2018. Mr. Shi has been a
supervisor of Yucheng Fengming Food Co., Ltd. since August 2017.
Prior to joining the Group, Mr. Shi worked for the finance department of
Qingdao Zhengda Co., Ltd. from January 2008 to June 2010, and
worked as a supervisor of the finance department of OSI Group (Weihai)
Poultry Development Co., Ltd. from June 2010 to June 2013. Mr. Shi
obtained a bachelor’'s degree in financial management from Qingdao
Agricultural University in the PRC in July 2007.

Non-executive Directors

Mr. Qiu Zhongwei, aged 55, a non-executive Director of the Company.
He was appointed as a Director on 18 January 2023. Mr. Qiu is a
member of the remuneration committee of the Company (the
“‘Remuneration Committee”).

Mr. Qiu has over 31 years of experience in corporate finance and
private equity investment. He has been a partner and managing director
of PAG Asia Capital since April 2015. From 1990 to 2000, Mr. Qiu
served as a vice president at Goldpark China Limited, a subsidiary of
China Huaneng Group. Mr. Qiu has served as the managing director
and managing partner at Hony Capital for 10 years from January 2005.
Before that, he was the chairman of Yintai Holdings Limited. From July
2006 to June 2015, he served as a non-executive director of Changsha
Zoomlion Heavy Industry Science and Technology Development Co.,
Ltd. (currently known as Zoomlion Heavy Industry Science and
Technology Co., Ltd.), a company listed on the Main Board of the Stock
Exchange (stock code: 01157) and the Shenzhen Stock Exchange (stock
code: 000157). He served as the chairman and the general manager of
Shanghai Baosteel Gases Co., Ltd. from January 2019 to February
2023. He has been a director of Metro Land Corporation Ltd., a
company listed on the Shanghai Stock Exchange (stock code: 600683),
since December 2017; and a non-executive director of China Youran
Diary Group Limited, a company listed on the Main Board of the Stock
Exchange (stock code: 09858), since August 2020. Mr. Qiu obtained a
bachelor’'s degree in engineering from Xi'an Jiaotong University in the
PRC in 1990. He then obtained a master's degree in business
administration jointly awarded by Kellogg School of Management of
Northwestern University in the United States and the Hong Kong
University of Science and Technology in Hong Kong in 2003.

SHANDONG FENGXIANG CO., LTD. ILRBE# KRB ERAF
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Mr. Lu Wei, aged 45, a non-executive Director. He was appointed as a
Director on 18 January 2023. Mr. Lu is a member of the audit committee
of the Company (the “Audit Committee”).

Mr. Qiu has over 21 years of experience in banking, investment and
business consultation. He joined PAG Asia Capital as a senior
associate in August 2011 and was subsequently promoted to vice
president and executive director, he is currently a managing director of
PAG Asia Capital. From September 2001 to June 2004, Mr. Lu served
at the Shanghai office of Standard Chartered Bank (China) Limited.
From August 2004 to April 2010, he served as a business analyst and
an associate at McKinsey & Company. He served as a senior associate
at the Shanghai office of CITIC Capital from May 2010 to August 2021.
Mr. Lu obtained a bachelor's degree in economics with a major in
international finance from Renmin University of China in the PRC in
July 2001. He then obtained a master’s degree in business
administration from Harvard University in the United States in June
2009.

Mr. Zhu Lingjie, aged 44, is the chairman of the Board of Directors and
a non-executive Director. He was appointed as a Director on 18
January 2023. Mr. Zhu is the chairman of the nomination committee of
the Company (the “Nomination Committee”).

Mr. Zhu has over 19 years of experience in business and marketing
strategy formation and investment. Mr. Zhu joined PAG Asia Capital in
October 2013 and his current position is managing director. He has
extensive experience in consumer goods sector and retail industry as a
consultant and professional manager. From July 2005 to March 2008,
he worked as a senior manager at Opera Solutions, LLC., a company
providing analytics consulting service. From March 2008 to March
2012, he served as a senior project manager at Roland Berger, a
worldwide management consulting company. From April 2012 to
October 2013, he worked as a brand sales director at Beiersdorf AG.
Mr. Zhu obtained a bachelor’s degree in finance from Nanjing University
in the PRC in July 2002. He then obtained a certificate of graduate
studies from Johns Hopkins University Nanjing University Center for
Chinese and American Studies in July 2004. He further obtained a
master’'s degree in finance from Nanjing University in the PRC in July
2005.

Ms. Zhou Ruijia, aged 35, is a non-executive Director. She was
appointed as a Director on 18 January 2023.
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EEX ESNGREEERE

Ms. Zhou has over 12 years of experience in investment, financial and
operational management. Ms. Zhou currently serves as an executive
director of PAG Asia Capital, focusing on buyouts, privatisations, and
structured minority investments. Since joining PAG Asia Capital in
2013, Ms. Zhou has been actively involved in a number of investments
in the business services and technology sectors, including several
leading public companies on the New York Stock Exchange and the
Stock Exchange. She is primarily responsible for conducting
investments and advising invested portfolio companies on strategic,
financial and operational initiatives. Prior to joining PAG Asia Capital,
Ms. Zhou worked as an analyst in the investment banking division of
Goldman Sachs in New York from July 2011 to July 2013, primarily
responsible for conducting financial analysis and advising corporate
clients and financial institutions on mergers and acquisitions, as well as
equity and debt issuances. Ms. Zhou obtained a bachelor of science
degree from Duke University in the United States in 2011.

Independent non-executive Director

Ms. Wang Anyi, aged 47, is an independent non-executive Director.
She was appointed as a Director on 18 January 2023. Ms. Wang is the
chairperson of the Remuneration Committee, a member of the Audit
Committee and a member of the Nomination Committee.

Ms. Wang has over 21 years of experience in business consultancy,
corporate management and finance. Ms. Wang was a partner and the
chief financial officer of BosWinner, a company providing building and
facility construction and management software, from June 2017 to
December 2023. Prior to that, she served as the chief financial officer
of e-Shang, an integrated development and investment management
business that subsequently merged into the ESR Group from 2014 to
2017. Ms. Wang started her career as an analyst at McKinsey &
Company in 1999. She joined Morgan Stanley as an associate in its
Chicago office’s mergers and acquisition team in 2004 and then served
in the global capital markets team in the Hong Kong office in 2006. She
was promoted to vice president of the China investment banking and
real estate team in the Hong Kong office in 2007. From 2009 to 2013,
she served as the head of corporate finance and investor relations at
Yanlord Land Group Limited. Ms. Wang obtained a bachelor's degree
in international finance and real estate from Shanghai Jiaotong
University in the PRC in 1999. She then obtained a master’s degree in
business administration from Kellogg School of Management of
Northwestern University in the United States in 2004.
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Ms. Zhao Yinglin, aged 58, an independent non-executive Director.
She was appointed as a Director on 28 May 2021. Ms. Zhao is a
member of the Remuneration Committee and the Nomination
Committee.

Ms. Zhao has 24 years of experience in corporate and business
management. She was the general manager of the investment
management department of China Life Property & Casualty Insurance
Company Limited between October 2007 and March 2020 and the chief
investment officer of PICC Health Insurance Company Limited from
March 2020 to February 2021. Ms. Zhao completed her postgraduate
studies in finance and investment and received her doctorate degree in
economics from the Northwest University in the PRC in July 2000. She
obtained the Securities Practitioners Qualifications Certificate from the
Securities Association of China in February 2004 and obtained the
Independent Director Qualification Certificate from the Shanghai Stock
Exchange in March 2014.

Mr. Chung Wai Man, aged 60, an independent non-executive Director.
He was appointed as a Director on 8 August 2019. Mr. Chung is the
chairman of the Audit Committee.

Mr. Chung has over 30 years of experience in accounting, taxation and
finance. Mr. Chung has served as an independent non-executive
director of Net Pacific Financial Holdings Limited (stock code: 5QY)
since June 2018, the shares of which are listed on the Singapore
Exchange Limited and E Lighting Group Holdings Limited (stock code:
08222) since September 2014, the shares of which are listed on GEM
of the Stock Exchange. Mr. Chung served as the general manager of
Yipei Global Capital Limited from May 2021 to January 2024.

Mr. Chung obtained a bachelor's degree in social sciences from
University of Hong Kong in December 1989 and a master’s degree in
international business management from City University of Hong Kong
in November 1998. Mr. Chung has been an associate member of the
Hong Kong Institute of Certified Public Accountants since April 1995
and a fellow of The Association of Chartered Certified Accountants in
the United Kingdom since November 1999.
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SUPERVISORS
E=

Incumbent Supervisors

EEES

Name

"E

Ms. Gao Jin (appointed on 18 January 2023)
=B+ (R2023F1H18A £ 1T)

Mr. Zhu Kaijie (appointed on 18 January 2023)
RISAKE A (72202341 A18 B £11)

Mr. Ma Xianwen (appointed on 18 January 2023)
BEBEL (FR2023F1A18H £ 1)

Departure Supervisors

BIEES

Name

HE

Mr. Zhang Jun (retired on 18 January 2023)
9K E S 4 (FA20234 1 18 HIRT)

Mr. Chen Dehe (retired on 18 January 2023)
PR =28 % A4 (72202341 A18 B IR (L)

Ms. Lian Xianmin (retired on 18 January 2023)

Position in the Company
YNEI): A

Shareholders representative Supervisor

BRAKRE=S

Shareholders representative Supervisor

BRAKES

Employees representative Supervisor

BITRRE=S

Position in the Company
YNEI): 2D

Shareholders representative Supervisor

BRAKRES

Shareholders representative Supervisor

BRAKRES

Employees representative Supervisor

PR B HIZ + (722023 1 A 18 HIR(T) BTRRE=S

The biographical details of the Supervisors are set out as follows: EEEBREIEEIMT

Ms. Gao Jin, aged 41, is the chairperson of the board of supervisors of BEE4LtT ME BAAAFEEe ((EEEg))IFEE
the Company (the “Board of Supervisors”) and a Shareholders EAKREESE - HR2023F1H18E EE T AEE o

representative Supervisor. She was appointed as a Supervisor on 18

January 2023.
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Ms. Gao has over 11 years of experience in professional accounting
and tax advisory services. Ms. Gao joined PAG Asia Capital in April
2019 and her current position is vice president. From August 2005 to
October 2014, she served as a manager at KPMG Advisory (China)
Ltd.. From November 2014 to June 2015, she worked as a senior
manager at WTS Consulting (Shanghai) Ltd. From July 2015 to
February 2019, she served as a director at Sinopharm Capital
Management Co., Ltd. (currently known as Sinopharm Capital
Management Limited Company). Since June 2020, she has been a
supervisor at Shenzhen Xin Jiao Cultural Information Consulting Co.,
Ltd.. From June 2021 to March 2023, she served as a director at
Mingya Insurance Brokers Co., Ltd. Since April 2022, she concurrently
serves as a manager at Chengdu Xuyu Education Consulting Co., Ltd.
and Chengdu Fanshun Education Consulting Co., Ltd.. Ms. Gao
obtained a bachelor's degree in accounting from Fudan University in
the PRC in July 2005. Ms. Gao has been a certified public accountant
in the PRC since December 2006 and a certified tax advisor in the PRC
since August 2009.

Mr. Zhu Kaijie, aged 28, is a Shareholders representative Supervisor.
He was appointed as a Supervisor on 18 January 2023.

Mr. Zhu has over six years of experience in finance and investment
banking. Mr. Zhu joined PAG Asia Capital in February 2021 and his
current position is vice president of private equity strategy. From July
2017 to August 2019, he worked at Morgan Stanley Asia Limited with
his last position as an associate of the investment banking division.
From September 2019 to January 2021, he worked as an analyst at
DCP Capital. Mr. Zhu obtained a bachelor's degree in arts with a
double major in economics and mathematics-statistics from Columbia
University in the City of New York in the United States in May 2017 with
magna cum laude honour.

Mr. Ma Xianwen, aged 38, is the employees representative Supervisor.
He was appointed as a Supervisor on 18 January 2023.

Mr. Ma is the senior manager of the human resources department of
the Company and the manager of the human resources department of
Shandong iShape Food Technology Co., Ltd.. Mr. Ma joined the
Company in November 2009. He was a recruitment specialist of the
human resources department of the Company from November 2009 to
December 2011. From January 2012 to July 2016, he successively
served as the section chief of recruitment division and integrated
personnel division under the human resources department of the
Company. He worked as the manager of the human resources
department of the Company from August 2016 to December 2020 and
was promoted to senior manager in January 2021. Mr. Ma obtained a
bachelor's degree in human resources management from Liaocheng
University in the PRC in June 2009.
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EEX ESNGREEERE

SENIOR MANAGEMENT
BREEE

Name

HE BB AL

Mr. Xiao Dongsheng
BERELE g

Mr. Wang Zhixian

F 2B EE Bl A g g
Mr. Meng Tao
ik Bl et

Ms. Zhou Jinying
Rl glmEe
Mr. Shi Lei
AEEE

The biographical details of senior management of the Company are set
out as follows:

For biographical details of Mr. Xiao Dongsheng (& % 4) and Mr. Shi
Lei (f#z), please refer to “Directors — Executive Directors” of this
section.

Mr. Wang Zhixian, aged 58, a vice general manager of the Company.
He is primarily responsible for the food safety and quality management
functions of the Group.

Mr. Wang has over 22 years of experience in food safety and quality
management industry. He joined the Group in August 2001. He was a
vice general manager of Fengxiang Food Development from August
2001 to August 2011. He served as a vice general manager of food
business department of Fengxiang Food Development from August
2011 to July 2016. Mr. Wang served as a general manager and an
executive director of Xingwen Tianyang Jishi Food Development Co.,
Ltd. from July 2016 to October 2019 and from May 2016 to October
2019, respectively. He has been a general manager of Shandong
Fengxiang Industrial Co., Ltd. since December 2011.

Mr. Wang completed his education specialising in Chinese enterprise
operator project from Peking University in the PRC in July 2017. He
also completed his education specialising in refrigeration from
Shandong Commercial School in the PRC in July 1986.

SHANDONG FENGXIANG CO., LTD. ILRBE# KRB ERAF

General manager

Position in the Company

Vice general manager

Vice general manager

Vice general manager

Vice general manager, chief financial officer, secretary to the Board of
Directors and company secretary
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Mr. Meng Tao, aged 56, a vice general manager of the Company. He
is primarily responsible for the operational planning and supply chain
centre of the Group.

Mr. Meng has over 34 years of experience in meat product industry. He
joined the Group in February 2013. He was a vice general manager of
production department of Fengxiang Food Development from February
2013 to November 2013. He served as a general manager of
production department of Shandong Fengxiang Industrial Co., Ltd. from
November 2013 to September 2016. Mr. Meng served as a vice general
manager of Fengxiang Food Development from September 2016 to
February 2018.

Mr. Meng completed his education specialising in mechanical
engineering from Beijing Union University in the PRC in August 1989.
Mr. Meng was awarded the Post Experience Certificate in engineering
business management from The University of Warwick in the United
Kingdom in November 2002.

Ms. Zhou Jinying, aged 51, a vice general manager of the Company.
She is the person-in-charge of the business of iShape, and is also the
general manager of marketing centre.

Ms. Zhou has over 26 years of experience in marketing and media
industry. She joined the Group in February 2018. She has been a vice
general manager of the Company since February 2018 served as an
executive Director of the Company from May 2022 to January 2023.

Prior to joining the Group, Ms. Zhou served as a general manager of
the brand management centre and a chief brand officer at GMK
Holdings from September 2016 to April 2018. She was a vice general
manager and chief brand officer of GMK Holdings from April 2018 to
January 2019.

Ms. Zhou obtained a bachelor’'s degree in cultural business
management from Beijing Film Academy in the PRC in June 1998.

Save as disclosed in this annual report, none of the Directors,
Supervisors and senior management (i) hold any other directorship in
other publicly listed companies in the last three years; (ii) has any
relationship with any other Directors, Supervisors, senior management,
substantial shareholders or controlling shareholders of the Company; (iii)
hold any other position in the Company or other members of the Group;
(iv) hold any other interest in the shares of the Company with the
meaning of Part XV of the Securities and Futures Ordinance (the “SFO”);
and (v) has other information relating to him/her that should be
disclosed pursuant to the events under Rule 13.51(2)(h) to 13.51(2)(v)
of the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the “Listing Rules”).
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EEX ESNGREEERE

UPDATE ON DIRECTORS’ AND SUPERVISORS’
INFORMATION

Change of Directors

The fourth session of the Board of Directors expired upon the
conclusion of the 2023 first extraordinary general meeting and the 2023
first H shareholders class meeting of the Company held on 18 January
2023, and all directors of the fourth session of the Board of Directors
retired from their positions as Directors at that time. On 18 January
2023, the appointments of the Directors of the fifth session of the Board
of Directors, namely Mr. Xiao Dongsheng and Mr. Shi Lei as executive
Directors, Mr. Qiu Zhongwei, Mr. Lu Wei, Mr. Zhu Lingjie and Ms. Zhou
Ruijia as non-executive Directors and Ms. Wang Anyi, Ms. Zhao Yinglin
and Mr. Chung Wai Man as independent non-executive Directors, were
approved by the Shareholders at the 2023 first extraordinary general
meeting of the Company. Mr. Zhu Lingjie was elected and appointed as
the chairman of the Board of Directors.

Changes of Supervisors

The fourth session of the Board of Supervisors expired upon the
conclusion of the 2023 first extraordinary general meeting and the 2023
first H shareholders class meeting of the Company held on 18 January
2023, and all Supervisors of the fourth session of the Board of
Supervisors retired from their positions as Supervisors at that time. On
18 January 2023, the appointments of the Supervisors of the fifth
session of the Board of Supervisors, namely Ms. Gao Jin and Mr. Zhu
Kaijie as Shareholders representative Supervisors were approved by
the Shareholders at the 2023 first extraordinary general meeting of the
Company. On the same date, Mr. Ma Xianwen was elected as an
employees representative Supervisor at the employees representative
meeting of the Company. Ms. Gao Jin was elected and appointed as
the chairperson of the Board of Supervisors.
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The Board of Directors is pleased to present its report (the “Report of
Board of Directors”) together with the financial statements of the
Company for the year ended 31 December 2023.

PRINCIPAL BUSINESS

The principal business of the Company is the R&D, processing and
sale of chicken meat products made with white-feathered broilers. Main
products include processed chicken meat products and raw chicken
meat products.

RESULTS

The results for the year ended 31 December 2023 are set out in the
consolidated income statement on pages 130 to 132 of this annual
report.

DIVIDENDS DISTRIBUTION

The Company has adopted a dividend policy, pursuant to which the
Company may declare and pay dividends to the Shareholders. Any
proposed distribution of dividends shall be formulated by the Board of
Directors and will be subject to approval at the Shareholders’ meeting.
A decision to declare or to pay any dividends in the future, and the
amount of any dividends, will depend on a number of factors, including
the Group’s results of operations, cash flows, financial condition, capital
adequacy ratio, payments by the subsidiaries of cash dividends to the
Company, business prospects, statutory, regulatory and contractual
restrictions on the Company’s declaration and payment of dividends
and other factors that the Board of Directors considers important. The
articles of association of the Company (the “Articles of Association”)
stipulate that the Company may distribute dividends by means of cash,
stock or a combination of cash and stock.
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Pursuant to the Notice of the State Administration of Taxation on Issues
Concerning Individual Income Tax Collection and Management after
the Repeal of Guo Shui Fa [1993] No. 045 (Guo Shui Han [2011] No.
348), individuals who are resident outside the PRC and who hold
shares issued in Hong Kong by domestic non-foreign invested
enterprises enjoy preferential tax rate in accordance with the tax
conventions between Mainland China and the country where the
residents reside and the tax arrangements between the Mainland China
and Hong Kong (Macao). Individual shareholders will be generally
subject to a withholding tax rate of 10% when domestic non-foreign
invested enterprises which issue shares in Hong Kong distribute
dividends to their shareholders, unless otherwise required by the
regulations of relevant tax laws and tax conventions. Pursuant to the
Notice on the Issues Concerning Withholding the Enterprises Income
Tax on the Dividends Paid by Chinese Resident Enterprises to H Share
Holders Who Are Overseas Non-resident Enterprises (Guo Shui Han
[2008] No. 897) of the State Administration of Taxation, we are obliged
to withhold and pay enterprise income tax at the rate of 10% from
dividends paid or payable for H Shares when distributing dividends to
non-resident enterprise shareholders of H Shares. No tax is payable in
Hong Kong in respect of dividends paid by us according to the current
practice of the Hong Kong Inland Revenue Department. Shareholders
are recommended to consult their tax advisers regarding the tax
implication in the PRC, Hong Kong and other tax implications arising
from their holding and disposal of H Shares.

The Board of Directors has resolved not to declare any final dividend
for the year ended 31 December 2023 (2022: nil). As at the date of this
annual report, the Board of Directors is not aware of any Shareholders
who have waived or agreed to waive any dividends.
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ANNUAL GENERAL MEETING

The annual general meeting (the “AGM”) of the Company is expected
to be held on Thursday, 23 May 2024. The notice of the AGM will be
published and despatched to the Shareholders in due course in the
manner as required by the Articles of Association and the Listing Rules.

CLOSURE OF REGISTER OF MEMBERS

In order to determine the entitlement to attend and vote at the AGM, the
register of members of the Company will be closed from Monday, 20
May 2024 to Thursday, 23 May 2024 (both days inclusive), during
which period no transfer of Shares will be effected. In order to be
qualified to attend and vote at the AGM, all transfers accompanied by
the relevant Share certificates must be lodged with the H share registrar
of the Company, namely Computershare Hong Kong Investor Services
Limited, at Shops 1712-1716, 17th Floor, Hopewell Centre, 183
Queen’s Road East, Wan Chai, Hong Kong (in respect of H
Shareholders), or to the Company’s registered office in the PRC at
Liumiao Village, Anle Town, Yanggu County, Liaocheng City, Shandong
Province, PRC (in respect of domestic Shareholders) no later than 4:30
p.m. on Friday, 17 May 2024.

BUSINESS REVIEW

A fair review of the business and a discussion and analysis of the
Group’s performance during the year and the material factors
underlying its results and financial position are provided in the
“Management Discussion and Analysis” on pages 15 to 35 of this
annual report. Description of the principal risks and uncertainties faced
the Group can be found throughout this annual report. Particulars of
important events affecting the Group that have occurred after 31
December 2023, if any, can also be found in the notes to the financial
statements.

In addition, more details regarding the Group’s performance by
reference to financial key performance indicators and environmental
policies, as well as compliance with relevant laws and regulations which
have a significant impact on the Group, are provided in the “Management
Discussion and Analysis” of this annual report. Each of the above-
mentioned relevant contents form an integral part of the Report of
Board of Directors.
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FINANCIAL SUMMARY

A summary of the Company’s results, assets and liabilities for the last
five financial years are set out on page 324 of this annual report. This
summary does not form part of the financial statements.

AUDIT QUALIFICATION FOR THE YEAR ENDED 31
DECEMBER 2023

The Board of Directors and Audit Committee’s View and
the Plan to Address the Opinion

L Qualified Opinion in 2023

The Auditor has expressed a qualified opinion in the independent
auditors’ report relating to the audit of the consolidated financial
statements of the Group for the year ended 31 December 2023. The
Board of Directors would like to provide the following additional
information:

In July 2023, the Company was informed that a company submitted to
the National Administration of Financial Regulation (Bl 4 Rl B & & 18
# ) (“NAFR”) an application of the bankruptcy liquidation of GMK
Finance and the NAFR has principally approved the commencement of
bankruptcy proceedings of GMK Finance. The deposits with GMK
Finance have been unavailable for withdrawal and utilisation by the
Group for daily operation since November 2022. In addition, there was
an overdue payment for deposit interests from GMK Finance to the
Group.

ll. Basis of Qualified Opinion

As the Group was not able to estimate the recoverable amounts of
deposits in GMK Finance for the years ended 31 December 2021 and
31 December 2022, the Auditor has not been provided with sufficient
and appropriate audit evidence regarding the possible impact of the
abovementioned matter, and they were unable to make a judgment as
to whether adjustments to the related disclosures in the consolidated
financial statements are necessary. The Auditor’'s audit opinion on the
consolidated financial statements for the year ended 31 December
2022 was qualified accordingly. As affected by the above situation,
such matter might impact the comparability of current and
corresponding figures from the Company’s income statement in 2023.
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lll. Removal of Audit Qualification

As at the date of this annual report, the bankruptcy liquidation of GMK
Finance has commenced, and the first creditors’ meeting in relation to
the bankruptcy liquidation proposal was held on 15 March 2024. The
voting of the bankruptcy liquidation proposal was closed on 29 March
2024. Since the Auditor expressed an audit qualification on the 2022
financial figures of the Group, this have had a carryforward impact on
the Company’s annual results for the year ended 31 December 2023 as
the 2022 financial figures formed the basis for the corresponding figures
(including the opening balance figures) presented in the consolidated
financial statements for the year ended 31 December 2023. As the
Auditor did not express a qualified opinion on the 2023 financial figures
of the Group, this would not have carryforward impact on the
consolidated financial statements for the year ending 31 December
2024 (the “2024 Financial Statements”) and the audit qualification will
be removed in the 2024 Financial Statements.

IV. The Audit Committee’s View

During the audit process, the Audit Committee reviewed the
management’s position above and agreed with such position
addressing the issues.

ENVIRONMENTAL POLICY

The Group is subject to the PRC national and local environmental laws
and regulations, including but not limited to the Environmental
Protection Law of the PRC, the Law on the Prevention and Treatment
of Water Pollution of the PRC and the Law for the Prevention and
Treatment of Air Pollution of the PRC. In particular, there are
environmental regulations concerning the treatment of wastewater
produced by our slaughtering and processing facilities and we are
subject to annual inspection by the regulatory authorities for compliance
with these laws and regulations. Failure to comply with applicable PRC
environmental protection laws and regulations may result in significant
consequences, including administrative, civil and criminal penalties,
liability for damages and negative publicity. Further, such failure to
comply, or allege on failure to comply, with the relevant PRC laws,
regulations or government policies on environmental protection, may
lead to costly litigation or penalty imposed by the relevant judicial or
governmental authorities. We emphasise on environmental protection
and strive to minimise the environmental impact brought by our
business operations.

The Group has established environmental policies and procedures aimed
at compliance with local environmental and other laws. Management
performs regular reviews to identify environmental risks and to ensure
that the systems in place are adequate to manage these risks.
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There had been no material administrative penalties imposed on the
Group as a result of non-compliance with any PRC laws or regulations
in relation to environmental protection during the year ended 31
December 2023.

The Board of Directors has authorised the senior management to
control and monitor the environmental, social and governance (“ESG”)
performance for the daily management of ESG. Investors can search
for information related to the ESG report on the investors relationship
page of the Company’s website. As reported by the senior
management, the Board of Directors considers that the Group’s ESG
performance, with respect to the subject areas and individual aspects
that are set out in Appendix C2 to the Listing Rules, has been
satisfactory.

RELATIONSHIP WITH STAKEHOLDERS
Employees

As at 31 December 2023, we had 6,808 employees who were directly
employed by us, of which 6,800 employees were employed in the PRC
and eight employees were located in Japan.

The remuneration packages for our employees include salary, bonuses
and allowances. Except for Japanese employees who are required to
comply with Japanese laws and regulations, as required by the PRC
regulations, we participate in social insurance schemes operated by the
relevant local government authorities and maintain mandatory pension
contribution plans, medical insurance, work-related injury insurance,
unemployment insurance and maternity insurance for some of our
employees. We also contribute to housing provident fund for some of
our employees. No forfeited contribution was used by the employer to
reduce the contribution payable in the future years. Details of the
defined contribution and benefit scheme of the Group for the year
ended 31 December 2023 are set out in note 1lI(XXII) to the financial
statements.

When we make hiring decisions, we take into account factors such as
our business strategies, our development plans, industry trends and the
competitive environment. We recruit our employees based on a number
of factors such as their work experience, educational background and
vacancy needs. We endeavour to attract and retain appropriate and
suitable personnel to serve the Group.
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We provide continuing education and training programmes to our
employees to improve their skills and develop their potential. We also
adopt evaluation programmes through which our employees can
receive feedback. We foster strong employee relations by offering
various staff benefits and personal development support. Our
subsidiaries in China have established labour unions in accordance
with the applicable PRC law. We are not subject to any collective
bargaining agreements. As at the date of this annual report, we had not
experienced any material labour disputes or claims.

The Company also adopted three share award schemes on 24 June
2020, 10 December 2021 and 29 August 2023, respectively, and any
full-time or part-time employees of the Group (including any Director)
are eligible participants under the said schemes.

Customers

We had a diversified customer base of over 3,000 customers globally,
including internationally renowned food processors and traders as well
as fast food restaurant chains (and their poultry meat suppliers and
sourcing agents). We exported to countries including Japan, Malaysia,
Europe, Korea, the Middle East, Mongolia and Singapore. We also sell
our products to our distributors whose designated sales regions are all
within the PRC.

For the year ended 31 December 2023, the Group’s sales to its five
largest customers accounted for 26.3% (2022: 23.15%) of the Group’s
total sales and sales to the largest customer accounted for 11.3% (2022:
10.80%).

Suppliers

We procured (i) raw materials for the production of our animal feeds,
including corn, soybean meal, soybean oil and wheat, and (ii) Parent
Stock Day-old Chicks for the production of our chicken meat products
in the PRC. We also procured raw chicken meat products from third
party suppliers domestically as well as from overseas for producing our
processed chicken meat products in order to meet customers’ growing
demand. During the Reporting Period, we have entered into hedging
activities in respect of the commodity price fluctuation of soybean meal
and corn.

For the year ended 31 December 2023, purchases from the Group’s
five largest suppliers accounted for 24.78% (2022: 22.12%) of the
Group’s total purchases and purchases from the largest supplier
accounted for 10.11% (2022: 6.42%).
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During the year ended 31 December 2023, none of the Directors or the
Supervisors or any of their associates or any Shareholders (which, to
the best knowledge of the Directors and Supervisors own more than 5%
of the number of issued Shares) had any interest in the Company’s five
largest customers and suppliers.

SHARE CAPITAL

Details of movements in the share capital of the Company during the
year ended 31 December 2023 are set out in note V (XXXII) to the
financial statements.

As at 31 December 2023, the issued share capital of the Company was
1,582,618,000 Shares (of which 1,045,000,000 were domestic Shares
and 537,618,000 were H Shares).

RESERVES

Details of movements in the reserves of the Group during the year
ended 31 December 2023 are set out in the consolidated statement of
changes in owners’ equity.

DISTRIBUTABLE RESERVES

As at 31 December 2023, pursuant to the relevant laws and regulations,
the Company has distributable reserves of RMB618.1 million in total
available for distribution (2022: RMB456.3 million).

BANK LOANS AND OTHER BORROWINGS

Particulars of bank loans and other borrowings of the Company as at
31 December 2023 are set out in note V (XVIII), note V (XXIV), note V
(XXV), note V (XXVI) and note V (XXVII) to the financial statements.

PROPERTY, PLANT AND EQUIPMENT
Details of movements in the property, plant and equipment of the Group

during the year ended 31 December 2023 are set out in note V (IX) to
the financial statements.

PRE-EMPTIVE RIGHTS
There is no provision for pre-emptive rights under the Articles of

Association or the PRC laws that would oblige the Company to offer
new shares on a pro rata basis to existing Shareholders.
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SERVICE CONTRACTS OF DIRECTORS AND
SUPERVISORS

According to the Articles of Association, the terms of service of both the
Directors and the Supervisors are for three years, and all Directors and
Supervisors are subject to re-appointment or re-election upon the expiry
of their term. Each of the executive Directors, non-executive Directors,
independent non-executive Directors and Supervisors has entered into
a service contract generally with a term of three years with the
Company. None of the Directors or Supervisors has or is proposed to
have a service contract which is not determinable by the Company or
any of its subsidiaries within one year without payment of compensation
(other than statutory compensation).

INDEPENDENCE OF INDEPENDENT NON-
EXECUTIVE DIRECTORS

The Company has received from each of the independent non-
executive Directors an annual confirmation of his/her independence
pursuant to Rule 3.13 of the Listing Rules. The Company considers all
of the independent non-executive Directors to be independent and
remain so as at the date of this annual report.

SECURITIES TRANSACTIONS OF DIRECTORS
AND SUPERVISORS

Securities Transactions of Directors and Supervisors

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 Reporting Period and up to the date of this
annual report.
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INTERESTS AND SHORT POSITIONS OF
DIRECTORS, SUPERVISORS AND CHIEF
EXECUTIVES IN SHARES, UNDERLYING SHARES
AND DEBENTURES

As at 31 December 2023, the interests and short positions of the
Directors, Supervisors and chief executives in any shares, underlying
shares and debentures of the Company or any of its associated
corporations (within the meaning as defined in Part XV of the SFO),
which were required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
the interests and short positions which they were taken or deemed to
have under such provisions of the SFO), or to be entered in the register
to be kept pursuant to section 352 of the SFO, or other wise 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:

The Company

EX EERBETBRAERAAKREG
MHEARORESFHEENERZR AR

M2023F12A31H  ESF EER&ZRTBHAER
RABREMAMBEER(EER(GEHERPEKGD
EXVE) B EMAR D - RN REHF - HEERIE
(BHERBEGROEXVBETRFESD BAMNE AR
AIRBRIMERAE(BREBEESRBER
PIVEBEXEEERRAEENRERAR) IR
B(EH R EEN)F 3526 B AFE N E LM
N KA R - RIRC 48 BI) BT 8 C3 AT 3 &Y
GZESFRINE R ITAMEG AR F) K& FT &K
BT

Approximate
percentage of
interest in the

Approximate
percentage of
interest in the

relevant class total share
Name of Directors/ Nature of Class of Number of of Shares of the capital of the
Supervisors interest Shares Shares Company" Company®
AR R AEEA
RGER S RAAATERK
FriE AR PREBAER
BEE EEnS ERtE iz 4 ¥ 5l g g=| BaL® Ao®
Mr. Xiao Dongsheng® Beneficiary of atrust ~ H Shares 3,216,000 (L) 0.60% 0.20%
HERELED EEZ=mA H A%
Mr. Shi Lei® Beneficial interest H Shares 528,666 (L) 0.10% 0.03%
B&EED ExnEm H AR
Beneficiary of a trust H Shares 857,334 (L) 0.16% 0.05%
BErEZmA H A%
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Notes:

(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 537,618,000 H Shares in issue.

3) Mr. Xiao Dongsheng and Mr. Shi Lei have been granted the awarded
shares under the 2020 Share Award Scheme and/or 2021 Share Award
Scheme. They are deemed to be interested in the issued share capital of
the Company for the awarded shares which have been granted to them
pursuant to Part XV of the SFO. As at 31 December 2023, all of the
awarded Shares to Mr. Xiao Dongsheng and Mr. Shi Lei under the 2020
Share Award Scheme were vested. Out of the 2021 Awarded Shares
granted to Mr. Xiao Dongsheng and Mr. Shi Lei, 1,944,000 and 857,334
2021 Awarded Shares under the 2021 Share Award Scheme (representing
approximately 0.12% and 0.05% of all the issued Shares), have not yet
been vested, respectively.

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

Save as disclosed above, as at 31 December 2023, none of the
Directors, Supervisors or chief executives or their associates have or
are deemed to have any interests and short positions in the shares,
underlying shares or debentures of the Company or its associated
corporations (within the meaning as defined in Part XV of the SFO),
which were required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
the interests and short positions which they were taken or deemed to
have under such provisions of the SFO), or pursuant to section 352 of
the SFO, required to be entered in the register referred therein, or
otherwise required to be notified to the Company and the Stock
Exchange pursuant to the Model Code.

EEEHRS

e

(1) PDRAARERSHERM RS D REESE -

(2)  LAA #£1,045,000,000 % E % 17 A & X %2 537,618,000 f%
CEITHR B EERHE -

3) HEAELAERARTEDIRE2020F %) EE) T8
K,/ 802021 F B fp BB B st B EF SR AR 1D - IRIBGE
HFREEBFEODEXVE  HEDWBIEREERME
B MR ARR B EITRAREE Eam - R20234F
12A318,1RE2020F B H @SR FEHRALE
MEREENESEBRNHECEE - RIE2021FR
MEEEETEIR T Y B L4 R AL £ 2021 F 15
A% 19 F 1,944,000 % K2 857,334 1% 2021 4 22 B A% 15 (7
AME B 31T D 2B A10.12% 52.0.05%) i R ER B ©

(4) TFEILEBROBOLTE -

B EXFTHESEI  HR2023F 128310 - HESE
EEAERTBRABRBEEHEATRIHER AR
RATKERAEEE(TER(ESFRBEKRI)EXV
H)WAD c MERMDHEFTEEETAREGERK
HEEB)EXVIIETRESH HAME AN RQ 7] I B
REMER AR (BERB(ESFLRPEEN)EH
BXWEESIRBEENEZZAE)  RIBRBE(EFH
K ERE 5 H) 35218 A RS A& & At 2 & 52 it &Y
BERKE  SBRBEGEETANAEISITHNERQAR
B AT R M am ROR B o

Annual Report 2023 £}

57



58

REPORT OF BOARD OF DIRECTORS

EEEHRE

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

As at 31 December 2023, to the best knowledge of the Directors, the
following persons (not being the Directors or 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 SFO by the Company or would fall to be disclosed to
the Company under the provisions of Divisions 2 and 3 of Part XV of

the SFO:

FERRRROMMEERG S HEZEM
KRB

M2023F12A31H  MEFMAA L FAL(AIE
EEYESAERTRAB)RKROKHEBROESE
RRARIRIECGE S KIS G 0)) %336 16 H 58 A Z RAT
iz BE MR E(ES RBEGRAID)EXVEE2RE
3N EIEXAEMARRHEEMERIAR -

Approximate
percentage of
interest in the

relevant class of

Approximate
percentage of
interest in the total

Number of Shares of share capital of
Name of Shareholders Nature of interest Class of Shares Shares the Company" the Company®
RAXRHEERG RAAT
HARFAEBY SBRADPAEHED
REEH BT B E5 R HE BEEA L BBEEA L
Shan Weijian® Interest in controlled corporation Domestic Shares 992,854,500 (L) 95.01% 62.73%
HREO R EEER W& ik
Interest in controlled corporation H Shares 137,265,505 (L) 25.53% 8.67%
RErEER HAX
PAG Capital Limited® Interest in controlled corporation Domestic Shares 992,854,500 (L) 95.01% 62.73%
PAG Capital Limited® RELEEER W& R
Interest in controlled corporation H Shares 137,265,505 (L) 25.53% 8.67%
R rEER HEX
PAG Asia Capital GP IV Limited® Interest in controlled corporation Domestic Shares 992,854,500 (L) 95.01% 62.73%
PAG Asia Capital GP IV Limited® XELEEE W& &
Interest in controlled corporation H Shares 137,265,505 (L) 25.53% 8.67%
R rEER HEX
PAG Asia IV LP® Interest in controlled corporation Domestic Shares 992,854,500 (L) 95.01% 62.73%
PAG Asia IV LP® XEEEER NE ik
Interest in controlled corporation H Shares 137,265,505 (L) 25.53% 8.67%
RELEEER HAR
PAG® Interest in controlled corporation Domestic Shares 992,854,500 (L) 95.01% 62.73%
ABREES FEEE RS e
Interest in controlled corporation H Shares 137,265,505 (L) 25.53% 8.67%
R EERER HER
Pacific Alliance Group Limited® Interest in controlled corporation Domestic Shares 992,854,500 (L) 95.01% 62.73%
Pacific Alliance Group Limited® R EEER RER
Interest in controlled corporation H Shares 137,265,505 (L) 25.53% 8.67%
REEEER HAR
Falcon Holding GP Limited® Interest in controlled corporation Domestic Shares 992,854,500 (L) 95.01% 62.73%
Falcon Holding GP Limited® REEEER W& B
Interest in controlled corporation H Shares 137,265,505 (L) 25.53% 8.67%
REEEER HAR
Falcon Holding LP® Beneficial interest Domestic Shares 992,854,500 (L) 95.01% 62.73%
Falcon Holding LP® oy S NE K
Beneficial interest H Shares 137,265,505 (L) 25.53% 8.67%
EnfEn HAR
Hwa-An International Limited Beneficial interest H Shares 34,909,000 (L) 6.49% 2.21%
Hwa-An International Limited EamEn H
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Approximate
percentage of
interest in the

relevant class of

Approximate
percentage of
interest in the total

Number of Shares of share capital of
Name of Shareholders Nature of interest Class of Shares Shares the Company! the Company®?
RADEHERG RADHE
BRIRAERS BREARREHN
BRERER BRME B 43 % 5l RO#AE BRI LY A
Dragonstone Capital Management Investment manager H Shares 31,808,000 (L) 591% 2.01%
Limited
Dragonstone Capital Management BEKE H &
Limited
CICFH New Dynamic Investment Beneficial interest H Shares 29,705,000 (L) 5.52% 1.88%
SPC
CICFH New Dynamic Investment EnEn H
SPC
Abu Dhabi Investment Authority® Interest in controlled corporation H Shares 156,679,000 (L) 29.14% 9.90%
Abu Dhabi Investment Authority THREEER HE
Platinum Peony B 2023 RSC Limited®  Beneficial interest H Shares 156,679,000 (L) 29.14% 9.90%
Platinum Peony B 2023 RSC Limited® &z ## 28 HAR
Shum Yip Investment & Development  Interest in controlled corporation H Shares 33,042,000 (L) 6.15% 2.09%
Company Limited
Shum Yip Investment & Development 5% 3% Bl ## 25 H&
Company Limited
JinYi Capital Multi-Strategy Fund Beneficial interest H Shares 47,478,000 (L) 8.83% 3.00%
SPC Ltd.
JinYi Capital Multi-Strategy Fund EmiEn HAR
SPC Ltd.
Notes: 7t

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 in Pacific
Alliance Group Limited, PAG Capital Limited, PAG Asia Capital GP IV
Limited, PAG Asia IV LP, Falcon Holding GP Limited and Falcon Holding LP.
Accordingly, Shan Weijian, PAG, Pacific Alliance Group Limited, PAG
Capital Limited, PAG Asia Capital GP IV Limited, PAG Asia IV LP and
Falcon Holding GP Limited are deemed to be indirectly interested in the
992,854,500 Domestic Shares and 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 156,679,00 shares held by Platinum
Peony B 2023 RSC Limited.

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

DAARNEREIHENFRBA DL REERH -

LA A #£1,045,000,0000% B 3 17 W & §% % 537,618,000 %
EEITHR AEETHE -

FREEEFREABEENM67T%ER - KB EE
% B E & & # § Sk B Pacific Alliance Group Limited
PAG Capital Limited * PAG Asia Capital GP IV Limited -
PAG Asia IV LP - Falcon Holding GP Limited 2 Falcon
Holding LPREI AR - At EERE K&
& [E - Pacific Alliance Group Limited * PAG Capital
Limited » PAG Asia Capital GP IV Limited - PAG Asia IV LP
X Falcon Holding GP Limited % 1% {£ # Falcon Holding LP
7 B #9992,854,500 % M & AR 137,265,505 A H % 1
AR -

Platinum Peony B 2023 RSC Limited g5 Abu Dhabi Investment
Authority 2 & # £ ° & it - Abu Dhabi Investment Authority
¥ 18 /5 8 4 7 Platinum Peony B 2023 RSC Limited # & &9
156,679,00 /1% B& 17 h # 5 #E &5 -
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Save as disclosed above, as at 31 December 2023, the Company has
not been notified by any other person (excluding the Directors or Super-
visors or chief executives), who had interests or short positions in the
shares or underlying shares of the Company which would fall to be
disclosed pursuant to Divisions 2 and 3 of Part XV of the SFO, or
required to be entered in the register kept by the Company under
section 336 of the SFO.

PURCHASE, SALE OR REDEMPTION OF THE
LISTED SECURITIES

During the year ended 31 December 2023, neither the Company nor
any of its subsidiaries had purchased, sold or redeemed any of the
Company’s listed securities.

DIRECTORS’ AND SUPERVISORS’ RIGHTS TO
ACQUIRE SHARES OR DEBENTURES

Save as otherwise disclosed in this annual 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.

ISSUANCE OF DEBENTURES

During the year ended 31 December 2023, no issuance of debentures
was made by the Company.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

As at 31 December 2023, none of the Directors is interested in any
business, apart from the Group’s businesses, which competes or is
likely to compete, either directly or indirectly, with the businesses of the
Group.
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CONTINUING CONNECTED TRANSACTION

On 28 January 2023, the Company and Falcon Holding LP (“Falcon”)
entered into the loan framework agreement (the “Loan Framework
Agreement”), pursuant to which Falcon will provide a revolving loan
facility to the Group for a term of one year commencing from 28
January 2023 and ending on 27 January 2024. The proposed annual
caps, being the maximum daily balance of the loans (including interests
accrued) for the transactions contemplated under the Loan Framework
Agreement for the years ended/ending 31 December 2023 and 2024 is
USD13,591,000 and USD13,591,000 (the annual cap for the year
ending 31 December 2024 is set up to 27 January 2024, being the end
date of the term of the Loan Framework Agreement), respectively. As
the Loan Framework Agreement and its annual caps 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.
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The following table sets forth the annual cap and actual amount for the
non-exempt continuing connected transaction of the Company for the
year ended 31 December 2023:

Continuing connected transaction

TREFHARQNBEE2023F 128318 IEEEFEER
GZHERERSNFELRNER SR

For the year ended
31 December 2023

BEBEXS HZE2023F12A31MALEFE
Actual
accumulated/
maximum
Annual cap amount
BH R
FELR BEEtHE
(USD’000) (USD’000)
(2 F ) (ETF )
Continuing connected transaction subject to the annual reporting and announcement requirements
AETFERRLASHENHERERS
Loan Framework Agreement 13,591 13,145

BERERBH

The independent non-executive Directors have, for the purpose of Rule
14A.55 of the Listing Rules, reviewed the continuing connected
transaction set out above and have confirmed that the continuing
connected transaction has been entered into by the Group (i) in the
ordinary and usual course of its business; (ii) on normal commercial
terms or on terms no less favourable to the Group than terms available
to or from independent third parties; and (iii) in accordance with the
terms of the agreements governing such transaction that are fair and
reasonable and in the interests of the Shareholders as a whole. The
annual transaction value of the above continuing connected transaction
did not exceed its annual cap.

Pursuant to Rule 14A.56 of the Listing Rules, the Auditor was engaged
to report on the Group’s continuing connected transaction in
accordance with “Standards on Other Assurance Engagements for
Certified Public Accountants of China No. 3101—Assurance
Engagements Other than Audits or Reviews of Historical Financial
Information” and with reference to Practice Note 740 “Auditor’s Letter
on Continuing Connected Transactions under the Hong Kong Listing
Rules” issued by the Hong Kong Institute of Certified Public
Accountants. The Auditor has not qualified its report in respect of the
continuing connected transaction disclosed above by the Group.

Save as disclosed above, the Group had not entered into any

connected transaction during the Reporting Period, which is required to
be disclosed under Chapter 14A of the Listing Rules.
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DIRECTORS’ AND SUPERVISORS’ INTERESTS IN
TRANSACTIONS, ARRANGEMENTS OR
CONTRACTS OF SIGNIFICANCE

Save as disclosed in this annual report, no Director or Supervisor or an
entity connected with a Director or Supervisor was materially interested,
either directly or indirectly, in any transaction, arrangement or contract
which is significant to the business of the Group to which the Company
or any of its subsidiaries or fellow subsidiaries was a party subsisting
during the year ended 31 December 2023 or at the end of the year
ended 31 December 2023.

CONTRACT OF SIGNIFICANCE

Save as disclosed in this annual report, no contract of significance was
entered into between the Company, or one of its subsidiary companies,
and a controlling Shareholder or any of its subsidiaries during the year
ended 31 December 2023.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year ended 31 December 2023
between the Company and a person other than a Director or
Supervisors or any person engaged in the full-time employment of the
Company.

EQUITY-LINKED AGREEMENT

During the Reporting Period, the Company did not enter into or renew
any equity-linked agreement.

DIRECTORS’ PERMITTED INDEMNITY PROVISION

The Company has arranged appropriate insurance cover for Directors’
liabilities in respect of legal actions arising out of corporate activities
against the Directors during the year ended 31 December 2023 up to
the date of this annual report.

Except for such insurances, at no time during the Reporting Period and
up to the date of this annual report, there was or is, any permitted
indemnity provision being in force for the benefit of any of the directors
of the Company or associated companies.

EEEHRS

EERESEREARRS ZHHAEHAHH
B

BAFRATFEEEIN BESENESRESEFRE
EHERECEREZIHEZENREZE2023F12/31H
I FERNEREE2023F12831H IEFERFED
RAARSEAMHBARKRRAMBRGIEARN
FUWEBAE@MEKMEBEANTARS « DHE=R
AP AERER -

BEREN

MR RABEE S RBE2023F 128318 1L F
ERRING RN P PG e e
oI B BB 2 Rl Z P AT ST AR ER A4
BEEEWN
HE2023F12A31A L FE AR A BELARF
EHAEABNEAEBNERRITREBRBRE

FHEFHIARAEREEZINEATIRETSR
EREL -

R 3R B 89 165

WEBMA - RNRABRET LT EET IR RH 17

ESCEENRERX

KRB B ABEEMN2023F12A3MBFEHBEER
FRAPUEAGE TS MO BEERMANEAZFTR
THEE 2 BT RE -

BZERRI ERSHARBEERFHRAHIEM
B - 19K B A IR A A R (1A 2 O BF R 18 15 SR
RAREINBERRNEMES -

Annual Report 2023 £}

63



64

REPORT OF BOARD OF DIRECTORS
EEERE

RELATED PARTY TRANSACTIONS

Details of the material related party transactions undertaken by the
Group in its normal course of business are set out in note X to the
financial statements. The Company has complied with the applicable
requirements under the Listing Rules for those related party
transactions which constituted continuing connected transactions under
the Listing Rules, which are set out in the paragraph headed “Continuing
Connected Transaction” on pages 61 to 62.

Save as disclosed above, no other related party transactions disclosed
in the financial statements constituted a notifiable connected transaction
as defined under the Listing Rules.

EMOLUMENT POLICY AND DIRECTORS’
REMUNERATION

Our employees are generally remunerated by way of fixed salary. Our
remuneration policies are formulated based on the performance of
individual employees and are reviewed regularly. A remuneration
committee was set up for reviewing the Company’s emolument policy
and structure for all remuneration of the Directors and senior
management of the Company, having regard to the Company’s
operating results, individual performance of the Directors and senior
management and comparable market practices.

Details of the emoluments of the Directors and the Supervisors and five
highest paid individuals for the year ended 31 December 2023 are set
out in note XII(V) to the financial statements.

IMPLEMENTATION OF EQUITY INCENTIVE PLAN
2020 Share Award Scheme

The Board of Directors has approved the adoption of the share award
scheme (the “2020 Share Award Scheme”) on 4 June 2020, which
was effective from the Listing Date. The 2020 Share Award Scheme is
analogous to a share scheme and subject to the provisions of Chapter
17 of the Listing Rules. On 22 June 2020, the Company established a
trust in connection with the 2020 Share Award Scheme (the “2020
Trust”) and has appointed Bank of Communications Trustee Limited (the
“BOC Trustee”) as trustee to administer the 2020 Trust. Pursuant to
the 2020 Share Award Scheme, the grant of 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 Share
Award Scheme.
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Purposes

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

Participants

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

Administration

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

Duration

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

Scheme Limit and Entitlement

The Board of Directors shall not make any further award which will
result in the maximum number of new H Shares that can be awarded
and issued for the purpose of the 2020 Share Award Scheme in any
financial year is 3% of the total number of issued share capital in the H
Shares at the relevant time. 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. The total number of Shares
available for award (less those vested and cancelled) under the 2020
Share Award Scheme was 8,600,000 as at the date of this annual
report, representing 0.54% of the issued share capital as at the date of
this annual report.

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

Vesting and Conditions

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

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

On 26 June 2020, the Board of Directors granted to 18 selected
participants 2,050,000 2020 Awarded Shares under the 2020 Share
Award Scheme (the “Planned Share Award”), all of which were vested
to the selected participants (less those cancelled and/or lapsed),
representing in aggregate 89.8% of the Planned Share Award. As at 31
December 2023, the BOC Trustee held 210,000 H Shares.
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The table below sets out the movements of 2020 Awarded Shares T &R & 5 72023F1 818 £2023F12 A31 8 # &
during the period from 1 January 2023 to 31 December 2023: 2020 F B FR 1D Ry & &) ¢

Number of awarded shares

EBRHYA
Closing price of  Closing price of
the Company’s  the Company’s
H Shares H Shares
Cancelled/ Outstanding immediately immediately
As at Granted Vested lapsed asat before the date before the vesting
1January duringthe during the duringthe 31 December of grantin 2023 date in 2023
Name Date of grant Vesting date" 2023 year year year 2023 (HKS)  (HKS)Morenete 5)
2122023 F £1£2023F
R4 B HA BEAHA
RER R2023F  ADAHKRH ARRHERH
#2023 RER RER  ##/ 12838 K E K E
#A R AH BEAHIE 1818 B 58 P i R AT (Br) (Hg)resmes
Directors
=
Mr. Xiao Dongsheng " ? 26 June 2020 30 June 2023 60,000 — 60,000 — — 1.52
BRE R g 202066268 202346 A30H
Ms. Zhou Jinying (appointed 26 June 2020 30 June 2023 35,000 — 35,000 — — — 1.52
as executive Director on
31 May 2022 and retired on
18 January 2023t (tote )
BAYE L (R2022F5A318 2020565260  2023%6A308
BZERBNTESY
74202351 188
SRAR) Wis) (hize)
Mr. Shi Lei (appointed as executive 26 June 2020 30 June 2023 20,000 — 20,000 — — — 1.52
Director on 31 May 2022)"°¢®
Bk (20226 5A318 202096268 202356 A30H
EZErymES)
Supervisor
EE
Ms. Lian Xianmin 26 June 2020 30 June 2023 10,000 — — 10,000 - — —
(retired on 18 January 2023) (Note 4)
REHLL 202056268 202346 A30H (Htita)
(20231 A18 BR )
Senior Management
EREEE
Mr. Wang Zhixian 26 June 2020 30 June 2023 16,000 — 16,000 — — — 1.52
AZREE 202066H26H 202356 H30H
Mr. Meng Tao 26 June 2020 30 June 2023 35,000 — 35,000 — — — 1.52
ARRE 202066268 202346 A30H
Other Selected Employees 26 June 2020 30 June 2023 119,000 — 119,000 — — — 1.52
HitREESR 202066 A268 202346 A30H
Total 295,000 — 285,000 10,000 - —
At
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Notes:

1. The 2020 Awarded Shares granted on 26 June 2020 shall be 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.

2. No H Share under the 2020 Share Award Scheme was granted during the
year ended 31 December 2023. The purchase price of the unvested share
awards as at 31 December 2023 was nil.

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

4. The outstanding awarded Shares (unvested) as at 31 December 2023
were lapsed due to Ms. Lian Xianmin’s resignation.

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

6. Mr. Xiao Dongsheng, Mr. Shi Lei and Ms. Zhou Jinying were three of the
five highest-paid employees as at 31 December 2023, and the aggregate
number of Shares vested to them during 2023 were 115,000.

2021 Share Award Scheme

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

Purposes

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

Pursuant to the 2021 Share Award Scheme, any employees (including
full-time employees and part-time employees) of the Group (including
persons who are granted awards under the 2021 Share Award Scheme
as an inducement to enter into employment contracts with these
companies) are eligible participants of the 2021 Share Award Scheme.
This includes 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 2021 Share Award Scheme shall be subject to the administration
of the Board of Directors and the trustee (the “Futu Trustee”) in
accordance with the scheme rules and the trust deed. The decision of
the Board of Directors with respect to any matter arising under the 2021
Share Award Scheme (including the interpretation of any provision)
shall be final and binding. The Futu Trustee shall hold the trust fund in
accordance with the terms of the trust deed.

Duration

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

Scheme Limit and Entitlement

The Board of Directors shall not make any further award which will
result in the aggregate number of the Shares awarded by the Board of
Directors under the 2021 Share Award Scheme exceeding 10% of the
issued share capital of the Company at the adoption date. The
maximum number of Shares which may be awarded to a selected
employee under the 2021 Share Award Scheme shall not exceed 1% of
the issued share capital of the Company in any 12-month period. The
total number of Shares available for award (less those vested and
cancelled) under the 2021 Share Award Scheme was 129,294,271 as
at the date of this annual report, representing 8.17% of the issued share
capital as at the date of this annual report.
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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 Futu Trustee within five
business days after the grant was made. Such selected employee shall
confirm acceptance of the awarded Shares by signing and returning to
the Board of Directors the acceptance form within five business days
after the date of the relevant grant notice.

Vesting and Conditions

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

On 10 December 2021, an aggregate of 23,487,800 2021 Awarded
Shares were granted to 63 selected participants the by the Board of
Directors under the 2021 Share Award Scheme, and 2,609,800
reserved shares will be kept for the time being in the pool of the trust
fund as reserve for future grants of 2021 Awarded Shares to the
selected employees (the “Reserved Shares”). The 2021 Awarded
Shares and the Reserved Shares shall be purchased from the open
market out of cash contributed by the Group. As no new Shares will be
issued by the Company pursuant to the grant, it will not result in any
dilution effect on the shareholdings of existing Shareholders. For
details, please refer to the Company’s announcement dated 10
December 2021. As at 31 December 2023, the Futu Trustee held
3,034,734 H Shares that it purchased from the open market.
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The table below sets out the movements of 2021 Awarded Shares

during the period from 1 January 2023 to 31 December 2023:
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2021 43 B) fi% 10 ) & g -

Number of awarded shares

EEEHRS

T & & 5 %20239F1 518 & 2023412 318 5 &

RBRHABE
Closing price of Closing price
the Company’s  of the Company’s
H Shares H Shares
Cancelled/ Outstanding as immediately before immediately
As at Granted Vested lapsed at the date of grantin  before the vesting
1January  duringthe  duringthe duringthe 31 December 2023 date in 2023
Name Date of grant Vesting date" 2023 year"°? year  year°? 2023 (HKS)"ore2 (HKS)Mote It 5
R#2023F #2023 F
BB A#A BEAHA
RER R2023F ARARHKRH ARFHRH
R20235F RER RER g8/ 12A318 K& K@
;E g ﬁ & B % ﬁg B %1’@“;}71 1 H 18 ﬁ Hj (Rriz2) ﬁg %;&uﬁ,&d} réj *ﬁ.ﬁ{m‘ﬂ) (rgfﬁ) (Hi#2) ) (s )
Directors
B3
Mr. Xiao Dongsheng ¢ 10 December 2021 30 June 2023 2,916,000 — 972,000 — 1,944,000 — 1.52
B A ok e (E0) 20215128108 2023565308
Ms. Zhou Jinying (appointed as 10 December 2021 30 June 2023 2,430,000 — — 810,000 1,620,000 — 1.52
executive Director on 31 May 2022
and retired on 18 January 2023)"?
EYE 7+ (K2022558318 20215128108 2023565308
EZERNTES
TR202351 B8R R M) 720
Mr. Shi Lei*? 10 December 2021 30 June 2023 486,000 800,000 428,666 — 857,334 1.52 1.52
RERE 2021125108 202367308
Supervisor
B
Ms. Lian Xianmin (retired as 10 December 2021 30 June 2023 291,600 — — 291,600 — — —
a supervisor on 18 January 2023
and resigned on 30 June 2023)
REHLL 20215123108 202356 A30H
(R20BF1A18AREES
B 202356 A30BFE)
Senior Management
BREER
Mr. Wang Zhixian 10 December 2021 30 June 2023 350,100 - 116,700 - 233,400 - 1.52
FZREE 20215125108 2023567304
Mr. Meng Tao 10 December 2021 30 June 2023 583,200 - 194,400 - 388,800 - 1.62
mERRE 20215125108 202356 A 30H
Highest-paid Employee 10 December 2021 30 June 2023 729,000 — 243,000 — 486,000 — 1.52
(excluding Directors and
Senior Management)"9
ERFMES 2021512108 202356 A30H
(FREEZREAEER) "
Other Selected Employees 10 December 2021 30 June 2023 13,931,700 - 2,599,566 3,279,597 8,052,537 — 1.52
HittZEREE 2021512108 202356 A30H
Total 21,717,600 800,000 4554332 4,381,197 13,582,071 — 1.52
Bt
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Notes:

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

2. Closing price of the H Shares immediately before the suspension of
trading of H Shares on the Stock Exchange on 2 February 2023. The
purchase price of the unvested share awards as at 31 December 2023
was nil.

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

4. The outstanding awarded Shares (unvested) as at 31 December 2023
were lapsed due to the employees’ resignation and failure of meeting the
vesting conditions.

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

6. Mr. Xiao Dongsheng, Mr. Shi Lei and Ms. Zhou Jinying were three of the
five highest-paid employees as at 31 December 2023; and the aggregate
number of Shares granted and vested to the five highest-paid employees
in 2023 were 800,000 and 1,643,666 respectively.

2023 Share Award Scheme

The Board of Directors has approved the adoption of the 2023 share
award scheme (the “2023 Share Award Scheme”) on 29 August 2023.
The 2023 Share Award Scheme constitutes a share scheme under
Chapter 17 of the Listing Rules, but does not constitute a scheme
involving the issue of new shares as referred to in Chapter 17 of the
Listing Rules.

Purposes

The purposes and the objectives of the 2023 Share Award Scheme 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 Share Award Scheme, any employees (including
full-time employees and part-time employees) of the Group (including
persons who are granted awards under the 2023 Share Award Scheme
as an inducement to enter into employment contracts with these
companies) are eligible participants of the 2023 Share Award Scheme,
but 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.
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Administration

The 2023 Share Award Scheme 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 Share Award Scheme
(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 Share Award Scheme
shall be valid and effective for a term of 10 years commencing on the
adoption date, after which no further awards will be granted.

Scheme Limit and Entitlement

The Board of Directors shall not make any further award of 2023
awarded Shares (the “2023 Awarded Shares”) which will result in the
aggregate number of the H Shares awarded by the Board of Directors
under the 2023 Share Award Scheme exceeding 10% of the issued
Shares as at the adoption date. The maximum number of shares which
may be awarded to a selected participant under the 2023 Share Award
Scheme shall not exceed 1% of the issued Shares in any twelve-month
period. The total number of Shares available for award under the 2023
Share Award Scheme was 140,000,000 as at the date of this annual
report, representing 8.8% of the issued share capital as at the date of
this annual report.

Grant

Subject to the provisions of the 2023 Share Award Scheme, 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 Share Award
Scheme as a selected participant, and grant an award to any selected
participant at nil 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 2023 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.
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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.

During the year ended 31 December 2023, no 2023 Awarded Shares
have been granted.

Vesting and conditions

Subject to the terms and conditions of the 2023 Share Award Scheme
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 Futu Trustee shall cause the
awarded interests to be transferred to 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 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.

As at 31 December 2023, the Futu Trustee held 13,543,934 H Shares.
CHARITABLE DONATIONS

The donations made by the Group during the year ended 31 December
2023 amounted to RMB678,014.85.
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SIGNIFICANT EVENTS DURING AND AFTER THE
REPORTING PERIOD

Proposed Initial Public Offering of A Shares

On 29 January 2021, the Board of Directors has 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 (ILE:EESF) of the China
Securities Regulatory Commission (FEZEAEEEELZEE) on 29
January 2021. As at the date of this annual report, the Company is
under pre-listing tutoring procedure and has not commenced filing the
application for the proposed initial public offering of A shares.

MGO

On 5 May 2022, a creditor filed an application for judicial restructuring (the
“Judicial Restructuring”) against Yanggu Xiangguang Copper Co.,
Ltd. B rEeiRZEBBR A R]) (“Xiangguang Copper’), a subsidiary of
GMK Holdings on the ground that Xiangguang Copper is unable to
repay the debts falling due. The People’s Court of Yanggu County,
Shandong Province, PRC accepted the application of Judicial
Restructuring of 19 companies, including GMK Holdings, Shandong
Fengxiang (Group) Co., Ltd. and Shandong Fengxiang Investment Co.,
Ltd. (collectively, the “Former Controlling Shareholders”) and
Xiangguang Copper (but, for the avoidance of doubt, does not include
the Company).

The administrator of Xiangguang Copper subsequently issued an
announcement, proposing the sale of domestic Shares held by the
Former Controlling Shareholders in the Company through an auction
process and Falcon (the “Offeror”) won the auction at the aggregate
bid price of RMB1,372,279,100 (equivalent to HK$1,502,336,359) for
992,854,500 domestic Shares (the “Sale Share(s)’), representing a
consideration of RMB1.3822 per Sale Share (equivalent to HK$1.5132
per Sale Share). On 20 December 2022, the above acquisition was
completed and the Offeror became the new controlling shareholder of
the Company.
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The Offeror was required to make unconditional mandatory general
offers in cash for all the issued domestic Shares and H Shares not
already owned or agreed to be acquired by the Offeror 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. The Offeror 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).

On 28 December 2022, the Offeror and the Company jointly despatched
the composite document (the “Composite Document”’) comprising
(including without limitation) the offer document from the Offeror, 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.

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

For details, please refer to the joint announcements of the Company
and the Offeror dated 28 October 2022, 17 November 2022, 20
December 2022, 28 December 2022, 13 January 2023, 18 January
2023 and 1 February 2023; and the Composite Document.
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Public Float and Suspension of Trading in the H Shares
of the Company

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

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

The Company 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
with an extension to 31 December 2023 (the “Waiver”). The Company
further applied to the Stock Exchange for an extension of Waiver for the
period commencing from 1 January 2024 to 30 April 2024 (the “Extended
Waiver Period”). On 6 February 2024, the Stock Exchange granted an
extension of the Waiver from strict compliance with Rule 8.08(1)(a) of
the Listing Rules for the Extended Waiver Period.

As at the date of this annual report, 395,110,395 H Shares,
representing approximately 24.97% of the issued Shares, are held by
the public (within the meaning of the Listing Rules), which is below 25%
of the total issued share capital of the Company held by the public as
prescribed by Rule 8.08(1)(a) of the Listing Rules.
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Proposed Issue of H Shares under Specific Mandate

As mentioned above, the minimum public float requirement of 25% of
the Shares as set out in Rule 8.08(1)(a) of the Listing Rules is not
satisfied as at the date of the close of Offers. Both the directors of
Falcon Holding GP Limited (being the general partner of the Offeror),
for and on behalf of the Offeror, and the Directors, have undertaken to
the Stock Exchange to take appropriate steps to ensure that sufficient
public float exists in the Shares, which included issue of the new H
Shares by the Company, to ensure the minimum percentage of the
Shares as required under Rule 8.08(1)(a) of the Listing Rules are held
by the public.

As such, on 3 May 2023, the Board of Directors resolved to allot and
issue not more than 300,000,000 new H Shares to investors who would
constitute the public Shareholders at an issue price of not lower than
HK$1.5132 per H Share (the “H Shares Issue”). The H Shares Issue
was made under the specific mandate (the “Specific Mandate”) as
granted by the Shareholders at the annual general meeting, the 2023
second H Shareholders class meeting and the 2023 first domestic
Shareholders class meeting of the Company held on 19 May 2023 by
way of non-public issue through subscription or placing in one or more
tranches within a period of 12 months since the date of the resolution in
relation to the Specific Mandate being approved by the Shareholders.

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

For details, please refer to the first supplemental circular of the
Company dated 5 May 2023 and the announcements of the Company
dated 3 May 2023, 5 May 2023, 18 May 2023, 19 May 2023 and 1
August 2023.
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On 26 August 2023, the Company entered into two subscription
agreements with Platinum Peony B 2023 RSC Limited and Chelt
Trading Limited, respectively, and completed the allotment and issue of
an aggregate of 182,618,000 new H Shares (the “Subscription
Shares”) to the above two subscribers on 11 September 2023, both at
the subscription price of HK$1.5132 per H Share (the “Subscription”).
The aggregate nominal value of the Subscription Shares was
RMB182,618,000. The gross proceeds from the Subscription were
approximately HK$276 million. The net proceeds (after deducting
relevant costs and expenses, commission and levies) from the
Subscription were approximately HK$272 million, representing a net
price of HK$1.4894 per Subscription Share. 70% of the net proceeds
from the Subscription after deduction of expenses was used to improve
the Company’s liquidity position by way of repaying short-term
borrowings of the Group, which amounted to approximately RMB1.1
billion as at 31 December 2022. 30% of the net proceeds from the
Subscription after deduction of expenses was to replenish the working
capital of the Company, which should mainly covered the operation
costs and expenses of the Company, such as costs of animal feeds,
costs of accessory food for the development of processed chicken meat
products, and environmental-related costs. As at the date of this annual
report, all the net proceeds raised have been utilised as intended and
there was no unutilised proceeds. For details, please refer to the
Company’s announcements dated 27 August 2023 and 11 September
2023.

Selling Down by the Controlling Shareholder

In order to assist the Company in restoring its public float in compliance
with the relevant requirement under the Listing Rules, on 15 September
2023, Falcon completed a sale of 47,478,000 H Shares to JinYi Capital
Multi-Strategy Fund SPC Ltd. (“JinYi Capital”), an independent third
party, representing approximately 3% of the total number of issued
Shares at the material time. JinYi Capital is a segregated portfolio
company incorporated in the Cayman Islands, principally involved in
market investment in leading industrial enterprises. Zhejiang Agricultural
Development Industry Investment Co., Ltd.* (#IT 23 E XX EBR A F)
participated in the capital contribution of the H Shares purchased by
JinYi Capital, which is the sole industrial investment platform of
Zhejiang Rural Development Group Company Limited* (1T % 2173
EBEEAR A F]), a province-owned enterprise of Zhejiang Province,
the only functional state-owned enterprise in Zhejiang Province focusing
on food and agriculture and a national leading enterprise in agriculture.
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On 3 October 2023, Falcon further completed a sale of 33,042,000 H
Shares to Shenzhen Capital Value Partners Greater Bay Area
Opportunity Limited Partnership Fund (“Shenzhen Capital Value
Partners GBA Fund”), an independent third party, representing
approximately 2.09% of the total number of issued Shares at the
material time. Shenzhen Capital Value Partners GBA Fund is a limited
partnership fund incorporated in Hong Kong that principally invests in
portfolio entities whose main business is in the Greater China. Its
general partner, Shenzhen Capital Investment Partners Limited and its
co-investment manager, Shenzhen Capital (International) Asset
Management Company Limited, are both wholly-owned subsidiaries of
Shum Yip Investment & Development Company Limited, which in turn
is held by Shenzhen Capital Holdings Co., Ltd. and ultimately owned by
the State-owned Assets Supervision and Administration Commission of
the Shenzhen Municipal People’s Government. Value Partners Private
Equity Limited, a wholly-owned subsidiary of Value Partners Group
Limited (a company listed on the Stock Exchange, stock code: 00806),
acts as another co-investment manager of Shenzhen Capital Value
Partners GBA Fund.

To the best knowledge, information and belief of the Directors, having
made all reasonable enquiries, each of JinYi Capital and Shenzhen
Capital Value Partners GBA Fund is not a core connected person (as
defined under the Listing Rules) of the Company, and is a member of
the public (within the meaning of Rule 8.24 of the Listing Rules). For
details, please refer to the announcements of the Company dated 20
September 2023 and 6 October 2023.

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 will be 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.
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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.

Amendments to the Articles of Association

Due to the change in the controlling Shareholder, the enterprise type of
the Company has changed from “other limited company (listed)” to
“company limited by shares (foreign investment, listed)”. As a result, the
scope of business of the Company as set out in the Articles of
Association was amended according to the PRC regulatory
requirements. The resolution in relation to the amendments was
approved by the Shareholders at the 2023 second extraordinary
general meeting of the Company held on 28 February 2023.

On 17 February 2023, the State Council of the PRC (the “State
Council”) issued the Decision of the State Council to Repeal Certain
Administrative Regulations and Documents ({ Bl 75 B8 72 BE 1F 28 9 17
BUE R M SRR E D)) (the “Decision”), which includes the repeal of
Special Regulations on the Overseas Offering and Listing of Shares by
Joint Stock Limited Companies ({2755t B8 5 B 5 5 IR A B3R5 5 &
fEin & E T 45 B AR E)) issued by the State Council on 4 August
1994. On the same date, the China Securities Regulatory Commission
(the “CSRC”) issued the Trial Administrative Measures of Overseas
Securities Offering and Listing by Domestic Companies ({Z A {> 215
INEITHESFM EmMER AT IE)) (the “Trial Measures”) and
relevant guidelines, which includes the repeal of the Notice on the
Implementation of the Mandatory Provisions for Companies Listing
Overseas ((FAR S IT(RIIRIN L R B B B EIEFO BB ED)). The
Decision and the Trial Measures have been effective since 31 March
2023 (the “PRC Regulation Changes”). From the effective date of the
Decision and the Trial Measures, PRC issuers shall formulate their
articles of association with reference to the Guidelines on Articles of
Association of Listed Companies ({2 71 Z# J5 3/)) instead of the
Mandatory Provisions for Companies Listing Overseas ((E|#4) i
NAEERUEIEF)) (the “Mandatory Provisions”). In view of the
above PRC Regulation Changes, the Stock Exchange also amended
the Listing Rules and other provisions relating to PRC issuers according
to the regulation updates in Mainland China and the amendments to the
Listing Rules became effective on 1 August 2023. Such amendments
include: (a) remove the class meeting and related requirements for the
issue of new shares by PRC issuers; (b) repeal Appendix 13D to the
Listing Rules, which requires PRC issuers’ articles of association to
include the Mandatory Provisions and other ancillary requirements; (c)
amend the Listing Rules in Chapters 9 and 19A to reflect the CSRC
record filing regime; (d) remove the arbitration clause for disputes
involving H shareholders as required under the Mandatory Provisions;
and (e) modify the other Listing Rules that address issues arising from
domestic shares and H shares being treated as different classes.
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Accordingly, the Company amended the Articles of Association to
comply with the requirements of the Listing Rules and the applicable
laws and regulations of the PRC (the “Articles Amendments”). In view
of the Articles Amendments, the Board of Directors also amended the
rules of procedure for the general meeting of Shareholders, the rules of
procedure of the Board of Directors and the rules of procedure of the
Board of Supervisors (the “Procedural Rules Amendments”). The
resolutions in relation to the Articles Amendments and the Procedural
Rules Amendments were approved by the Shareholders at the 2023
annual general meeting and class meetings of the Company held on 19
May 2023 and took effect on 1 August 2023.

Further, according to the consultation conclusions on the “Proposals to
Expand the Paperless Listing Regime and Other Rule Amendments”
published in June 2023 by the Stock Exchange, the amendments to the
Listing Rules came into effect on 31 December 2023 such that, among
other things, subject to compliance with all applicable laws and
regulations, a listed issuer must (i) send or otherwise make available
the relevant corporate communication (as defined in the Listing Rules)
to the relevant holders of its securities by electronic means, or (ii)
publish the relevant corporate communication on its own website and
the website of the Stock Exchange. The Company amended the
Articles of Association to reflect the latest requirements of the Listing
Rules and such resolutions were approved by the Shareholders at the
2023 third extraordinary general meeting of the Company on 22
December 2023.

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

Resignation of Joint Company Secretary

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

The Company was notified by GMK Holdings that its subsidiaries had
overdue debts in March 2022. Among such subsidiaries, GMK Finance
was involved in overdue repayment disputes, pursuant to which the
creditor filed a civil complaint against GMK Finance. GMK Holdings, by
itself and through its subsidiaries, provided guarantees for some of the
loans obtained by the Group from banks, and provided deposits, loan
facilities (including term loans and entrusted loans) and bill financing
services to the Group. The deposits with GMK Finance were
unavailable for withdrawal and utilisation by the Group for daily
operation since November 2022, and there was an overdue payment
for deposit interests from GMK Finance to the Group. As such, the
Group made a full impairment of the deposits with GMK Finance for the
year ended 31 December 2022 and as at 31 December 2022.

GMK Finance is a financial institution licensed by the Shandong Office
of China Banking and Insurance Regulatory Commission (the “CBIRC”)
(the CBIRC has been replaced by the NAFR in March 2023), and
subject to the direct supervision of such regulatory authority. A
company submitted to the NAFR an application of the bankruptcy
liquidation of GMK Finance and such application was accepted by
Yanggu County People’s Court, Shandong Province (13 & 54 &
A RJAPBE) and an administrator (the “Administrator’) has been
appointed by the court according to the Enterprise Bankruptcy Law of
the People’s Republic of China ({2 A R A FE > EFEEE)). As
at the date of this annual report, the Group has declared to the
Administrator its creditor’s rights. The first creditors’ meeting in relation
to the bankruptcy liquidation proposal was held on 15 March 2024 at
Yanggu County People’s Court (B% A % A RJAFt). The voting of the
bankruptcy liquidation proposal was closed on 29 March 2024 and the
voting results were announced by the Administrator via the National
Enterprise Bankruptcy Information Disclosure Platform* (& Bl 1> ¥ K &=
BEEMFEEH) (http:/ipcez.court.gov.cn/pcajxxw/index/xxwsy). For
details, please refer the Company’s announcement dated 15 March
2024.

The Board of Directors will continue to monitor the situation, and make
further announcement on any material updates as and when
appropriate.
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Change of Overseas Auditors

In view of the change to the standards in the preparation of the
Company’s overseas financial statements in 2021 from International
Financial Reporting Standards to China Accounting Standards for
Business Enterprises, the Board of Directors also proposed to change
the Company’s overseas auditor from BDO Limited to BDO China SHU
LUN PAN Certified Public Accountants LLP, which was approved by
the Shareholders at the annual general meeting of the Company held
on 28 May 2021.

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

During the Reporting Period, the Company has complied with all the
applicable code provisions of the Corporate Governance Code (the “CG
Code”) under Appendix C1 to the Listing Rules. The Company will
continue to review and monitor its corporate governance practice to
ensure the compliance of the CG Code. Information on the corporate
governance practices adopted by the Company is set out in the
Corporate Governance Report on pages 91 to 115 of this annual report.

AUDIT COMMITTEE

The Audit Committee has reviewed together with the management and
the Board of Directors the accounting principles and policies adopted
by the Company, the audited annual results and the financial
statements of the Company for the year ended 31 December 2023. The
Audit Committee also recommended and submitted the annual results
and the financial statements for the year ended 31 December 2023 to
the Board of Directors for approval.

AUDITOR
The financial statements of the Group for the year ended 31 December

2023 have been audited by BDO China SHU LUN PAN Certified Public
Accountants LLP.

SHANDONG FENGXIANG CO., LTD. ILRBE# KRB ERAF

B E MR BED

ZERN LR AR F2021 F 5N R KR ER B EH
B smEERZAPRECESH LR EFQNE
EBAR 7%%%&%%&%%4F%§QJ%$
BRRERAREE B EEMEBMUSHKYE
%ﬂﬂ%k%%%%ﬁSﬂ%H%?%$@ﬂ%k%
RERE EHE -

A}

>

s

i
B
4y

\
=
=

e}

BEHRN AR EBT(ETRRDMECIATZ
(EEERTAND(REERFA] AR TAF
X RARAHBERTREREEERERTER  AHE
RETEEERTH ARARFAMRBNDEEER
ERABENAFRENE1ME L BEE RS -

FHEAE

BT ZEQLHEBEERESCEMARARMNN
S RAEBEK AR EHE2023F 128318 IEF
LB FEEERVBRE -FBHEESHEM
EEERFENRIERH E2023F12A3MB ILEERNE
EEBE RV B RE AR E -

% 401

KREBEHE2023F 123N K RERCEIZE
STEER(ERERAEE)ET -



REPORT OF BOARD OF DIRECTORS
EESERE

MEMBERS OF THE BOARD OF DIRECTORS BEEEgHE

As at the date of the Report of Board of Directors, the composition of RAEEEREAH EFTHUTABBK

the Board of Directors is as follows:

Executive Directors: Mr. Xiao Dongsheng WITEE: HRAESE
Mr. Shi Lei REhE

Non-executive Directors: Mr. Qiu Zhongwei ERITES Ef AR & SE A
Mr. Lu Wei BRSE
Mr. Zhu Lingjie KEZFEE
Ms. Zhou Ruijia J& 3 2 2

Independent non-executive Ms. Wang Anyi BWUFHTES: ELXHLLT

Directors: Ms. Zhao Yinglin DI 2+

Mr. Chung Wai Man EREXEE

By order of the Board of Directors AEEGH

Zhu Lingjie REZ

Chairman of the Board of Directors ey

Shandong, PRC, 28 March 2024
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MEMBERS OF THE BOARD OF SUPERVISORS

As at the date of the report of Board of Supervisors, the composition of
the Board of Supervisors is as follows:

Shareholders representative Supervisors: Ms. Gao Jin
Mr. Zhu Kaijie

Employees representative Supervisor: Mr. Ma Xianwen

FUNCTIONS AND AUTHORITIES AND
OPERATION OF THE BOARD OF SUPERVISORS

Pursuant to the Articles of Association, the functions and powers of the
Board of Supervisors include, among other things:

()  to supervise the Directors, general manager and other senior
management to ensure that they do not act in contravention of
any laws, administrative regulations or the Articles of Association
during the performance of their functions, and to propose removal
of Directors and senior management who have violated laws,
administrative regulations, the Articles of Association or the
resolutions of the general meetings;

(Il)  to require Directors and senior management to make corrections
if their conduct has damaged the interests of the Company;

(i

to review the financial position of the Company;
(IV) to verify the financial information such as the financial report,
business report and profit distribution plan to be submitted by the
Board of Directors to the general meetings and to appoint, in the
name of the Company, certified public accountants and practicing
auditors to assist in the re-examination of such information should
any doubt arise in respect thereof;

(V) to propose the convening of extraordinary general meetings and,
in case the Board of Directors does not perform the obligations to
convene and preside over the general meetings in accordance
with Company Law, to convene and preside the general
meetings;
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REPORT OF BOARD OF SUPERVISORS

(VI) to submit proposals to the general meeting;

(VI1) to propose the convening of a provisional meeting of the Board of
Directors;

(VII) to initiate legal proceedings against Directors and senior
management in accordance with Article 151 of the Company
Law; and

(IX) to exercise other functions and powers stipulated by laws,
administrative regulations and the Articles of Association.

MEETING OF THE BOARD OF SUPERVISORS

During the Reporting Period, the Board of Supervisors had held three
meetings and considered and approved proposals and matters
including 2022 Work Report of the Board of Supervisors, 2022 Annual
Report, Annual Profit Distribution Plan, Internal Control Report and
2023 Interim Results and Interim Report. The attendance of the
Supervisors of the Company at meetings of the Board of Supervisors
during the Reporting Period is listed below:

EEERE

(R) MERASRLRES:

(b) REAHEZERNER

) KBCRBENE)E151GHNRE  HES 54T
BABREFRA R

(h) ZER - TBUERR(RBAER)RENE MR -

EEeeR

HEHN EFeEBMAToRER ERBRBT
QORFEEESITIEHRE) RQ022FFEHE) -
(FEFMBIEHR) (NPELHKE) R(2023F F
HEERPHRE)SREEMNETBE -FEHRN AR
AEFHEEEESRANBEROT

Number of meetings
attended/Number of
attendance required

HESBERH
Supervisors BE=x EHEEBARE
Ms. Gao Jin (appointed on 18 January 2023) =¥+ (7A2023F1 18 H & £) 3/3
Mr. Zhu Kaijie (appointed on 18 January 2023) RiENLAE (R2023F1 188 £ 1) 3/3
Mr. Ma Xianwen (appointed on 18 January 2023) BEEREAE4E (R2023F1 188 & 1) 3/3
Mr. Chen Dehe (retired on 18 January 2023) Bk =28 S5 4 (1202341 A 18 BHRT) 0/0
Ms. Lian Xianmin (retired on 18 January 2023) BEE 1 (A2023F1 518 HET) 0/0
Mr. Zhang Jun (retired on 18 January 2023) R B 5T A (7A2023F 1 A 18 AR ) 0/0
Note: By &t -
(1)  Attendance in meetings includes on-site attendance and attendance by (1) HEEZRERSLHFENEE RESHLRE -

way of telephone and video conference.
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WORK OF THE BOARD OF SUPERVISORS
DURING THE REPORTING PERIOD

During the Reporting Period, with a view to be committed to the
Shareholders and the Company, the Board of Supervisors has diligently
performed its duties of supervision pursuant to applicable laws and
regulations and the Articles of Association. The Board of Supervisors
continued to improve the supervisory methods to improve its
effectiveness and influence so as to effectively protect the interests of
the Shareholders and the Company to exercise its supervisory and
counter balancing under the corporate governance of the Company and
specifically carried out the following work:

1. supervised the operation of the Company in accordance with the
law, the implementation of the Company’s decision-making
procedures, internal control system and the performance of duties
by the Directors and senior management in accordance with the
law, and the production, operation and management of the
Company and other major matters. The Board of Supervisors is
of the view that: the Company operates in strict accordance with
the relevant laws and regulations and the provisions of the
Articles of Association, etc., the decision-making procedures are
legal and there are no irregularities in operation; the Directors
and senior management of the Company can perform their duties
faithfully and diligently in accordance with the relevant laws and
regulations of the State and the relevant provisions of the Articles
of Association, and no acts detrimental to the interests of the
Company and its Shareholders have been found;

2. the Board of Supervisors inspected and supervised the financial
situation of the Company in 2023 and checked the financial
information such as financial report, business report and profit
distribution plan to be submitted to the Shareholders’ meeting by
the Board of Directors, and the Board of Supervisors was of the
opinion that: the Company conducted financial management in
strict accordance with the requirements of relevant laws and
regulations, its financial system was sound and effectively
implemented, its capital was in good condition, and it could
effectively prevent operational risks;
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the Board of Supervisors has conducted a comprehensive
inspection of the related party transactions of the Company and
is of the opinion that: the parties to the transactions have followed
the principle of “fairness and impartiality” and the transaction
prices are fair and have not harmed the interests of the Company
and other non-connected Shareholders;

the Board of Supervisors supervised the internal control and
concluded that: the Company follows the basic principles of
internal control and has established a sound internal control
system covering all aspects of the Company in accordance with
its actual situation to ensure the safety, integrity and effective use
of assets. The Company’s internal control organisation is
complete, and the internal audit department and personnel are
fully equipped and in place to ensure that the implementation and
supervision of the key activities of the Company’s internal control
are adequate and effective; and

the Board of Supervisors inspected of the Company’s information
disclosure matters and concluded that: as at the end of the
Reporting Period, the Company has established the information
disclosure related system in compliance with relevant laws and
regulations, and the Company’s information disclosure was true,
accurate, timely and complete, which could effectively protect the
right to information of investors, especially the small and medium
Shareholders.
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WORK PLAN FOR 2024

In 2024, the Board of Supervisors will continue to faithfully and diligently
perform its duties to further promote the improvement of the Company’s
corporate governance structure and the standardised operation of its
business management, and to establish a good and honest image of
the Company.

1. strengthen supervision of Directors and senior management in
accordance with laws and urge the Company to further improve
the governance structure and enhance the level of governance in
accordance with the requirements of laws and regulations;

2. continue to strengthen and perform supervisory functions, keep
abreast with and actively focus on major decision-making matters
of the Company, and supervise and promote the legality of
various decision-making procedures to better safeguard the rights
and interests of Shareholders; and

3. further strengthen the implementation of the internal control
system by supervising and inspecting the Company’s finances as
well as supervising and inspecting the production and operation
of the Company; strengthen the supervision and inspection of the
enterprise, to prevent operational risks and to promote the
healthy and stable development of the Company.

Save as disclosed above, the Board of Supervisors had no objection to
other supervisory issues during the Reporting Period.

By order of the Board of Supervisors
Gao Jin
Chairperson of the Board of Supervisors

Shandong, PRC, 28 March 2024
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CORPORATE GOVERNANCE REPORT

The Board of Directors is committed to maintaining high corporate
governance standards. The Board of Directors believes that high
corporate governance standards are essential in providing a framework
for the Company to safeguard the interests of Shareholders and to
enhance corporate value and accountability.

Since the H Shares of the Company were listed on the Main Board of
the Stock Exchange on the Listing Date, the Company has been
complying with the principles and code provisions as set out in the CG
Code contained in Appendix C1 to Listing Rules throughout the period
from the Listing Date to the date of this annual report.

The Company has been committed to enhancing its corporate
governance practices appropriate to the conduct and the growth of its
business and to reviewing such practices from time to time to ensure
that the Company compiles with statutory and professional standards
and align with the latest development.

BOARD OF DIRECTORS

The Board of Directors oversees the Group’s businesses, strategic
decisions and performance and takes decisions objectively in the best
interest of the Company.

The Board of Directors regularly reviews the contribution required from
a Director to perform his/her responsibilities to the Company, and
whether the Director is spending sufficient time performing them.
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Board of Directors Composition

The Board of Directors currently comprises nine Directors, consisting of
two executive Directors, four non-executive Directors and three
independent non-executive Directors. The current members of the
Board of Directors are listed as follows:

Exgdm

EEHANBERTAR  BEMENTES WL
ENTEER BB IUENTES - EESRANE
HEWMT :

Name Position in the Company

£ ARABA

Mr. Xiao Dongsheng Executive Director and general manager

HRAERE MITESFFREKLE

Mr. Shi Lei Executive Director, vice general manager, chief financial officer,
secretary to the Board of Directors and company secretary

AZRE BITEF BAKE VKA SFEEWERQIME

Mr. Qiu Zhongwei Non-executive Director

BB e {& 5t 4 FEWMITES

Mr. Lu Wei Non-executive Director

2Rk A FATESF

Mr. Zhu Lingjie Chairman of the Board of Directors and non-executive Director

KERFTE EEGIRERIIFNTES

Ms. Zhou Ruijia Non-executive Director

BAimELZ+ FEBMITES

Ms. Wang Anyi Independent non-executive Director

FTRHLt WIUIFMITES

Ms. Zhao Yinglin Independent non-executive Director

iR Ubz e WIUIEMITES

Mr. Chung Wai Man Independent non-executive Director

EENXEE BYIEMITES

The list of Directors (by category) is also disclosed in all corporate
communications issued by the Company from time to time pursuant to
the Listing Rules. The independent non-executive Directors are
expressly identified in all corporate communications pursuant to the
Listing Rules.

The biographical information of the Directors is set out in the
section headed “Biographies of Directors, Supervisors and Senior
Management” of this annual report.

Save as disclosed in this annual report, to the best knowledge of the

Company, there are no financial, business, family, or other material
relationships among members of the Board of Directors.
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Mr. Qiu Zhongwei, Mr. Lu Wei, Mr. Zhu Lingjie, and Ms. Zhou Ruijia,
who were newly appointed as non-executive Directors, and Ms. Wang
Anyi, who was newly appointed as an independent non-executive
Director, on 18 January 2023, obtained the legal advice referred to in
Declaration and Undertaking with Regard to Directors of an Issuer
incorporated in the PRC (Form H) pursuant to the relevant Listing Rules
effective at the material time, which is equivalent to Rule 3.09D of the
Listing Rules. Each of the above Directors understood his/her
obligations as a Director.

Chairman and General Manager

Mr. Zhu Lingjie is the chairman of the Board of Directors and Mr. Xiao
Dongsheng is the general manager. The chairman of the Board of
Directors and the general manager are two different positions, and their
duties are clearly separated and set out in the Articles of Association.

The main duties of the chairman are: to preside over Shareholders’
general meetings, and convene and preside over meetings of the Board
of Directors; to supervise and examine the implementation of the
resolutions of the Board of Directors; to sign the Shares, corporate
bonds and other marketable securities issued by the Company; to sign
important documents of the Board of Directors and other documents
that should be signed by the legal representative of the Company, and
exercise functions and powers of the legal representative; in case of
force majeure or major emergency in which a meeting of the Board of
Directors cannot be held in time, to exercise the special right of disposal
in respect of the business of the Company in compliance with laws and
in the interests of the Company, and report to the Board of Directors
afterwards; to organise formulation of regulations on the operation of
the Board of Directors, and coordinate the operation of the Board of
Directors; to listen to regular or irregular work reports of the senior
management members of the Company, and propose guiding opinions
on implementation of the resolutions of the Board of Directors; to
nominate candidates for the general manager of the Company and
secretary to the Board of Directors; to handle external affairs on behalf
of the Company and sign economic contracts concerning investments,
cooperative operations, joint ventures and loans; and to exercise other
functions and powers specified in relevant laws, regulations or the
Articles of Association and granted by the Board of Directors.
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The principal duties of general manager are: take charge of production,
operation and management matters of the Company and report to the
Board of Directors; organise the implementation of resolutions of the
Board of Directors, annual business plans and investment plans of the
Company; draft the Company’s basic management system and plans
for the establishment of the internal management structure of the
Company; formulate the specific rules of the Company; propose to the
Board of Directors to appoint or dismiss the deputy general manager,
financial officer and other senior management members; appoint or
dismiss management personnel and general staff other than those that
should be appointed or dismissed by the Board of Directors, propose
policies on the salaries, welfares, rewards and penalties related to the
employees of the Company; propose the convening of a provisional
meeting of the Board of Directors; decide on other issues of the
Company within the authority granted by the Board of Directors; decide
on the loan (both within the annual budget and extra-annual budget),
external investment, sale of assets, acquisition, lease, mortgage,
pledge or any other matters in relation to asset disposal and guarantee
with an amount of less than 10% of the Company’s audited total assets
for the latest period; and exercise other functions and powers conferred
in the Articles of Association and by the Board of Directors.

Independent Non-Executive Directors

Since the Listing Date to the date of this annual report, the Board of
Directors at all times met the requirements of the Listing Rules relating
to the appointment of at least three independent non-executive
Directors representing at least one-third of the Board of Directors with
one of whom possessing appropriate professional qualifications or
accounting or related financial management expertise.

The Company has received written annual confirmation from each of
the independent non-executive Directors in respect of his independence
in accordance with the independence guidelines set out in Rule 3.13 of
the Listing Rules. The Company is of the view that all independent non-
executive Directors are independent and remain so as at the date of
this annual report.
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Appointment and Re-election of Directors

Each of the executive Directors, non-executive Directors and
independent non-executive Directors has entered into a service contract
with the Company generally for a term of three years commencing from
general meeting, which are subject to termination in accordance with
their respective terms, and shall be subject to retirement by rotation
once every three years.

Directors shall be elected or replaced by the general meeting and serve
a term of office of three years. A Director may serve consecutive terms
if re-elected upon the expiration of his/her term. Any person appointed
as Director by the Board of Directors to fill a temporary vacancy or add
the quota of Directors of the Board of Directors shall serve until the next
annual general meeting of the Company, at which time the said person
is eligible for re-election.

Responsibilities, Accountabilities and Contributions of
the Board of Directors and Management

The Board of Directors should assume responsibility for leadership and
control of the Company and is collectively responsible for directing and
supervising the Company’s affairs.

The Board of Directors directly, and indirectly through its committees,
leads and provides direction to the management by laying down
strategies and overseeing their implementation, monitors the Group’s
operational and financial performance, and ensures that sound internal
control and risk management systems are in place.

All Directors, including non-executive Directors and independent non-
executive Directors, have brought a wide spectrum of valuable business
experience, knowledge and professionalism to the Board of Directors
for its efficient and effective functioning. The independent non-executive
Directors are responsible for ensuring a high standard of regulatory
reporting of the Company and providing a balance in the Board of
Directors for bringing effective independent judgement on corporate
actions and operations.

All Directors have full and timely access to all the information of the
Company and may, upon request, seek independent professional
advice in appropriate circumstances, at the Company’s expenses for
discharging their duties to the Company.
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The Directors shall disclose to the Company details of other offices held
by them.

The Board of Directors reserves for its decisions on all major matters
relating to policy matters, strategies and budgets, internal control and
risk management, material transactions (in particular those that may
involve conflict of interests), financial information, election of director
candidates and other significant operational matters of the Company.
Responsibilities relating to implementing decisions of the Board of
Directors, directing and coordinating the daily operation and
management of the Company are delegated to the management. The
Company has arranged appropriate insurance coverage on Directors’
liabilities in respect of any legal action taken against them arising out of
corporate activities. The insurance coverage would be reviewed by the
Company on an annual basis.

Continuous Professional Development of Directors

Directors shall keep abreast of regulatory developments and changes
in order to effectively perform their responsibilities and to ensure that
their contribution to the Board of Directors remains informed and
relevant.

Every newly appointed Director has received a formal and
comprehensive induction on the first occasion of his appointment to
ensure appropriate understanding of the business and operations of the
Company and full awareness of Director’s responsibilities and
obligations under the Listing Rules and relevant statutory requirements.
Such induction shall be supplemented by visits to the Company’s key
plant sites and meetings with senior management of the Company.

Directors should participate in appropriate continuous professional
development to develop and refresh their knowledge and skills.
Internally-facilitated briefings for Directors would be arranged and
reading materials on relevant topics would be provided to Directors
where appropriate. All Directors are encouraged to attend relevant
training courses at the Company’s expenses.

During 2023, the Company organised training sessions conducted by
the legal advisers for all Directors. The training sessions covered a
wide range of relevant topics including directors’ duties and
responsibilities, continuing connected transaction, disclosure of
interests and regulatory updates. In addition, relevant reading materials
including compliance manual/legal and regulatory updates/seminar
handouts have been provided to the Directors for their reference and
studying.
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The training records of the Directors for the year ended 31 December HE2023F12A31AILFEE - E2 2Bl B4
2023 are summarised as follows: m
Reading news alerts,
Attending training, briefings, newspapers, journals,
seminars, conferences and magazines and publications
workshops relevant to the relevant to the Company’s
Company’s industry and industry and business,
business, director’s duties director’s duties and/or
Name of Directors and/or corporate governance corporate governance
HEEAQRTERER FEEARNAITEREL -
EESRER B EERER N
DREREMEE 2 - DNEAEMEE 2 HERA -
EEpnR B M SBRRBIEIRE A BT MERERY
Incumbent Directors
ERES
Executive Directors
HITES
Mr. Xiao Dongsheng N \
HERERSE
Mr. Shi Lei N N
FRkE
Non-executive Directors
FHITES
Mr. Qiu Zhongwei (appointed on 18 January 2023) v \
BB /R & 48 £ (70 20234F 1 A18 B £ 1T)
Mr. Lu Wei (appointed on 18 January 2023) \ \
B ST (7220231 18 B E E)
Mr. Zhu Lingjie (appointed on 18 January 2023) \/ \
REB S HE (20231 A18 B & 1T)
Ms. Zhou Ruijia (appointed on 18 January 2023) v Y
A5 fE & £ (702023451 A 18 H &£ 1E)
Independent non-executive Directors
BYFHTES
Ms. Wang Anyi (appointed on 18 January 2023) v \
T2 5+ (72023513180 £ 1)
Ms. Zhao Yinglin v #
W A+
Mr. Chung Wai Man v \/
EEX R E
Departure Directors
BEES
Mr. Liu Zhiguang (retired on 18 January 2023) X X
275t e 4 (A 202341 A18 BIET)
Ms. Zhou Jinying (retired on 18 January 2023) X X
A S &+ (72202341 A 18 BiEAT)
Mr. Liu Xuejing (retired on 18 January 2023) X X
228 2 54 (R2023F1 A18 AR T)
Mr. Zhang Chuanli (retired on 18 January 2023) X X
SRA{E L4 (7020231 A18 HIE(E)
Mr. Guo Tianyong (retired on 18 January 2023) X X
2B B % 4 (7020231 A18 HIEE)
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Board Independence Policy

The Company has formulated the policy regarding the independence of
the Board of Directors and has assessed the effectiveness of such
policy. The Board of Directors has adopted the board independence
policy (the “Board Independence Policy”) as a mechanism to ensure
independent views and input are available to the Board of Directors.
The summary of which is set out below:

(i) Composition

The Board of Directors ensures the appointment of at least three
independent non-executive Directors representing at least one-
third of the Board of Directors with one of whom possessing
appropriate professional qualifications or accounting or related
financial management expertise. Further, independent non-
executive Directors will be appointed to board committees of the
Company (the “Board Committees”) as far as practicable to
ensure independent views are available.

(i) Independence Assessment
The Nomination Committee strictly adopted the Nomination Policy
with regard to the nomination of independent non-executive
Directors. The Nomination Committee also assesses the
independence of independent non-executive Directors annually
to ensure independent judgement is exercised.

(iijj Compensation
No equity-based remuneration with performance-related elements
will be granted to independent non-executive Directors as this
may lead to bias in their decision-making and compromise their
objectivity and independence.

(iv) Board Decision Making

Directors (including independent non-executive Directors) are
entitled to seek further information from the management on the
matters to be discussed at meetings of the Board of Directors.
Independent professional advice would be provided to Directors
upon reasonable request to assist them to perform their duties to
the Company. Any Directors who have a material interest in a
contract, transaction or arrangement shall not vote or be counted
in the quorum on any resolution approving the same.
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Board Evaluation

Evaluation of the Board of Directors is a continual process. In
accordance with the Board Independence Policy, each Director
reviews the performance of the Board of Directors, as well as the
performance of the Board Committees, through various means:

— Annual questionnaires

An annual self-evaluation questionnaire is conducted by the
Board of Directors and Board Committees. Each of the
Board of Directors and Board Committees is required to
submit an anonymous questionnaire on relevant matters
such as the performance, dynamics and processes,
composition and diversity, risk management, and the
proceedings of meetings of the Board of Directors and
Board Committees. The questionnaire encourages
Directors to share suggestions, provide comments and
raise any concerns.

—  Feedback
A summary of the evaluation results is prepared based on
the anonymous questionnaires collected, and is provided to
the Board of Directors and Board Committees.

— Action Plan
The Board of Directors and Board Committees consider
and discuss constructive insights, and review action plans
in light of the evaluation process as appropriate.

Evaluation Results

The Company has conducted an evaluation on the independence
of the Board of Directors in 2023, including, among others, the
composition of the Board of Directors, time commitment of
Directors, professional input obtained by Directors, self-evaluation
of the Board of Directors and the evaluation of independence of
the non-executive Directors.
evaluation results, the Company concluded that the Board
Independence Policy adopted by the Group was effective as a
mechanism to ensure that the Board of Directors acquires
independent input and views.

In accordance with the relevant

The Board of Directors has reviewed the evaluation results and
the Board Independence Policy, and considered that the
Company’s mechanism in ensuring independent views and input
are provided to the Board of Directors is effective.

v)

(vi)
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BOARD COMMITTEES

The Board of Directors has established three committees, namely the
Audit Committee, the Remuneration Committee and the Nomination
Committee, each of which has been delegated responsibilities and
reports back to the Board of Directors. The roles and functions of these
committees are set out in their respective terms of reference. The terms
of reference of each of these committees will be revised from time to
time to ensure that they continue to meet the needs of the Company
and to ensure compliance with the CG Code where applicable. The
terms of reference of the Audit Committee, the Remuneration
Committee and the Nomination Committee are posted on the
Company’s website and the Stock Exchange’s website and are
available to Shareholders upon request.

Audit Committee

The Audit Committee comprises two independent non-executive
Directors, namely Mr. Chung Wai Man, Ms. Wang Anyi and one non-
executive Director, namely Mr. Lu Wei. Mr. Chung Wai Man serves as
the chairman of the Audit Committee.

The terms of reference of the Audit Committee are of no less exacting
terms than those set out in the CG Code. The main duties of the Audit
Committee are to make recommendations on the appointment, re-
appointment and removal of the external auditors; to review and
monitor the independence and objectiveness of the external auditors
and the effectiveness of the audit procedure in accordance with
applicable standards; the Audit Committee shall discuss the nature and
scope of audit and the reporting requirements with the auditors before
the commencement of audit; to review the financial information of the
Company and its disclosure; to oversee the financial reporting system,
internal control procedure and risk management of the Company; to
enhance the communication between internal auditors and external
auditors; and to develop a policy on engaging external auditors to
supply non-audit services to our Board of Directors.

During the year ended 31 December 2023, the Audit Committee held
two meetings, during which matters such as the annual results and
report for the year ended 31 December 2022, the interim financial
results and report for the six months ended 30 June 2023, and adoption
information disclosure and management measures, etc. were
considered and internal control reports were discussed and reviewed.

The Audit Committee also met the external auditors once without the
presence of the executive Directors.
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Remuneration Committee

The Remuneration Committee comprises two independent non-
executive Directors, namely Ms. Wang Anyi, Ms. Zhao Yinglin and one
non-executive Director, namely Mr. Qiu Zhongwei. Ms. Wang Anyi
serves as the chairman of the Remuneration Committee.

The terms of reference of the Remuneration Committee are of no less
exacting terms than those set out in the CG Code. The primary
functions of the Remuneration Committee include to make
recommendations to the Board of Directors on the remuneration
policies and package of all Directors and senior management of
the Company and the proper and transparent procedures for the
formulation of remuneration policies; to review and approve
the remuneration proposals of the management with reference to
the corporate targets and objectives set by the Board of Directors; to
make recommendations to the Board of Directors on remuneration
package of individual executive directors and senior management
members; this shall include benefits in kind, pension rights and
compensation payments, including any compensation payable for loss
or termination of their office or appointment; to make recommendations
to the Board of Directors on the remuneration of non-executive
Directors; to take into account the salary levels of comparable
companies, time commitment and responsibilities and employment
terms of other positions of the Group; to review and approve
compensation payable to executive Directors and senior management
for any loss or termination of office or appointment to ensure that the
compensation is in compliance with contractual terms. In the event of
any inconsistency with contractual terms, the compensation shall also
be fair and reasonable but not excessive; to review and approve the
compensation arrangement for dismissal or removal of Directors for
misconduct to ensure that it is in compliance with the contractual terms.
In the event of any inconsistency with contractual terms, the
compensation shall also be reasonable and appropriate; to ensure that
no Director or any of their associates participate in the decision of their
own remuneration; to review and/or approve matters relating to share
schemes under Chapter 17 of the Listing Rules, including any grants of
options or awards to directors or senior management, and to make
disclosure and give explanation in the corporate governance report on
the appropriateness to approve such material matters (if any); and other
duties commissioned by the Board of Directors.

During the year ended 31 December 2023, the Remuneration
Committee held four meetings, during which matters such as
emolument policy and structure of the Company, Directors’
remuneration packages, review of the terms of reference of the
Remuneration Committee and other related matters were discussed.
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Pursuant to code provision E.1.5 of the CG Code, the remuneration
paid to the senior management by bands for the year ended 31
December 2023 is set out below:

BECEEATINKEXFEASE TXHINEE
2023F1N2ANBLEFERREHEE SN TFTaRER
B 0% B -

Remuneration bands FHrERM Number of Individuals A
Nil to HK$5,000,000 £ % 5,000,0007%8 7T 5 5
Nomination Committee BEZZES

The Nomination Committee comprises two independent non-executive
Directors, namely Ms. Wang Anyi, Ms. Zhao Yinglin and one non-
executive Director, namely Mr. Zhu Lingjie. Mr. Zhu Lingjie serves as
the chairman of the Nomination Committee.

The terms of reference of the Nomination Committee are of no less
exacting terms than those set out in the CG Code. The principal duties
of the Nomination Committee include (I) reviewing the selection criteria
and procedures, structure, number, composition and diversity (including
but not limited to gender, age, culture and education, expertise, skill,
knowledge and term of office) of Directors and senior management
annually and make suggestions on any proposed changes to the
Directors and senior management based on the strategy of the
Company; (ll) identifying and selecting qualified candidates to be
nominated as Directors and senior management or make
recommendations to the Board of Directors. As for the identification of
suitable candidates, the Nomination Committee shall consider their
merits and review measurable requirements with due regard to the
benefits of diversity of Directors and senior management; (lll) making
recommendations to the Board of Directors on the appointment or re-
appointment of and the succession planning for Directors and senior
management. The Nomination Committee shall at its discretion,
together with the Board of Directors, take into account various factors,
including the strategy of the Company, and the personnel skill,
knowledge, experience and member diversity to be required; (IV)
reviewing, at its discretion, the diversity policy and relevant measurable
targets of the Board of Directors, supervise the implementation
progress of the targets and make relevant disclosure in corporate
governance report annually; (V) reviewing the independence of
independent non-executive Directors; and (VI) other duties as
authorised by the Board of Directors.
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The Nomination Committee carries out the process of selecting and
recommending candidates for directorships by making reference to the
balance of expertise, skills, experience, professional knowledge,
personal integrity and time commitments of such individuals, business,
requirements of the Group and other relevant statutory requirements
and regulations.

During the year ended 31 December 2023, the Nomination Committee
held one meeting, during which matters such as structure, size and
composition of the Board of Directors and the independence of the
independent non-executive Directors were discussed. The Nomination
Committee considered an appropriate balance of diversity perspectives
of the Board of Directors is maintained.

The procedures for the appointment, re-election and removal of
Directors are set out in the Articles of Association. The Nomination
Committee will identify individuals suitably qualified to become Directors
and make recommendations to the Board of Directors on the selection
of individuals. The Nomination Committee will determine the
composition of members of the Board of Directors based on a range of
diversity perspectives, including but not limited to gender, age, cultural
and educational background, ethnicity, professional experience, skills,
knowledge and length of service. The Nomination Committee will also
make recommendations to the Board of Directors on the appointment
or re-appointment of directors and succession planning for Directors (in
particular the chairman of the Board of Directors and the general
manager), taking into account the Company’s corporate strategy and
mix of skills, knowledge, experience and diversity needed in the future.

BOARD DIVERSITY POLICY

The Board of Directors has adopted a board diversity policy which sets
out the objective and approach to achieve and maintain diversity on the
Board of Directors. The board diversity policy provides that the
Company should endeavour to ensure that the members of the Board
of Directors have the appropriate balance of skills, experience and
diversity of perspectives that are required to support the execution of
the Group’s business strategy. Pursuant to the board diversity policy,
we seek to achieve Board diversity through the consideration of a
number of factors, including but not limited to professional experience,
skills, knowledge, age, gender, cultural and education background,
ethnicity and length of service. The Nomination Committee shall review
this policy and the measurable objectives at least annually, and as
appropriate, to ensure the continued effectiveness of the Board of
Directors.
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As at the date of this annual report, the Board of Directors comprises
nine directors, three of which are females. The Board of Directors
targets to maintain at least the current level of female representation,
with the ultimate goal of achieving gender parity in the near future. The
Company has also maintained an approximately workforce 50%:50%
(male:female) gender ratio in the past year.

In considering the Board of Directors’ succession, the Board of
Directors recognises that the gender diversity of the Board of Directors
is achieved but can be further improved. We will endeavour to identify
suitable female candidates for future appointment to the Board of
Directors and provide career development and training opportunities for
our female employees to qualify them for future management and the
Board of Directors positions.

The Company will continue to take steps to promote gender diversity of
the Board of Directors and senior management and shall increase the
proportion of female members over time when selecting and making
recommendation on suitable candidates for the Board of Directors, with
the ultimate goal of bringing greater gender diversity to the Board of
Directors.

NOMINATION POLICY

The Company has adopted a nomination policy which sets out the
selection criteria and nomination procedures adopted to guide the
Nomination Committee to select and recommend candidates for
directorship so as to ensure that the Board of Directors has a balance
of skills, experience and diversity of perspectives appropriate to the
requirements of the Company’s business.

The factors listed below would be used as reference by the Nomination
Committee in assessing the suitability of a proposed candidate:

. character and integrity;

. qualifications including professional qualifications, skills,
knowledge and experience that are relevant to the Company’s
business and corporate strategy;

. willingness to devote adequate time to discharge duties as a

member of the Board of Directors and other directorships and
significant commitments;
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. for independent non-executive Directors, requirement for the
Board of Directors to have independent non-executive Directors
in accordance with the Listing Rules and whether the candidates
would be considered independent with reference to the
independence guidelines set out in the Listing Rules;

. board diversity policy and any measurable objectives adopted by
the Nomination Committee for achieving diversity on the Board of
Directors; and

. such other perspectives appropriate to the Company’s business.

CORPORATE GOVERNANCE FUNCTIONS

The Board of Directors is responsible for performing the functions set
out in the code provision A.2.1 of the CG Code.

From the Listing Date to the date of this annual report, the Board of
Directors had reviewed the Company’s policies and practices in
compliance with legal and regulatory requirements, training and
continuous professional development of Directors and senior
management, the corporate governance policies and practices, the
compliance of the Model Code, and the Company’s compliance with the
CG Code and the disclosure in this Corporate Governance Report.

MEETINGS ATTENDED AND HELD

Since the Listing Date, the Company adopts the practice of holding
meetings of the Board of Directors regularly, at least four times a year
for meetings of the Board of Directors, and at approximately quarterly
intervals with active participation of majority of Directors, either in
person or through electronic means of communication.
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For the year ended 31 December 2023, the attendance records of each HE202F12AMBILFE FEZCEFHEREA
Director of the Board of Directors at the meetings of the Board of RABTEFE R AREARSEHEHIDOT -

Directors and general meetings held by the Company are set out below:

Attendance/Number of meeting(s)

HEAY ER8AE

Meeting(s) of Audit Remuneration Nomination

the Board of Committee Committee Committee General
Name of Directors Directors meeting(s) meeting(s) meeting(s) meeting(s)

Exg FHitEaw FHEES REZES

ExnR 25 25 25 28 BRRAE
Incumbent Directors
EREE
Executive Directors
HiTES
Mr. Xiao Dongsheng 13/13 N/A N/A N/A 77
HRERE AN A i A3 A
Mr. Shi Lei 13/13 N/A N/A N/A 77
AZRE AN 3 A iE A AN
Non-executive Directors
FHITES
Mr. Qiu Zhongwei (appointed on 18 January 2023) 12/12 N/A 4/4 N/A 5/5
BB AR {2 S 4 (520231 A18 A & 1) i A i
Mr. Lu Wei (appointed on 18 January 2023) 12/12 2/2 N/A N/A 5/5
=R ST (72 2023F 1 A18 B & {E) i A ol
Mr. Zhu Lingjie (appointed on 18 January 2023) 12/12 N/A N/A 17 5/5
RIZR S (FR20234F1 A18 B &£ 1T) i i A
Ms. Zhou Ruijia (appointed on 18 January 2023) 12/12 N/A N/A N/A 5/5
A ¥ 2 £+ (72202351 A18 H & 1) i A i A i
Independent non-executive Directors
BAFHTES
Ms. Wang Anyi (appointed on 18 January 2023) 12/12 2/2 4/4 1M 5/5
TZ 5%+ (202351 718H & 1)
Ms. Zhao Yinglin 13/13 N/A 4/4 171 717
B £+ 38 A
Mr. Chung Wai Man 13/13 2/2 N/A N/A 77
BREXEE 38 A8 i@ A
Departure Directors
BEE=S
Mr. Liu Zhiguang (retired on 18 January 2023) 17 N/A N/A N/A 2/2
25K 56 (R 2023F 1 A18 AR T) @A @A i@ A
Ms. Zhou Jinying (retired on 18 January 2023) 17 N/A N/A N/A 2/2
JE & %2 + (F2 202341 A 18 BiE {T) oyl i A oyl
Mr. Liu Xuejing (retired on 18 January 2023) 11 N/A N/A N/A 2/2
2|85 %k 4 (720231 A18 HE ) i 1 A i
Mr. Zhang Chuanli (retired on 18 January 2023) 17 N/A N/A N/A 2/2
5K 5 37 56 4 (7R 20234F 1 A18 AR (T) Ti@E A @A i@ A
Mr. Guo Tianyong (retired on 18 January 2023) on N/A N/A N/A 2/2
2[5 % A4 (7R 2023F1 A18 HR ) i@ A A3 A5 A
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Meetings of the Board of Directors include regular meetings and
extraordinary meetings. Regular meetings of the Board of Directors
shall be held at least four times a year and shall be convened by the
chairman. Notice of a regular meeting of the Board of Directors shall be
given to all Directors and supervisors at least 14 days in advance and
the board papers together with all appropriate, complete and reliable
information shall be delivered to all Directors at least three days prior to
the date of such regular meeting of the Board of Directors.

An extraordinary meeting of the Board of Directors may be held by
request of Shareholders representing more than 10% of the voting
rights or by request of no less than one-third Directors or by the
chairman or by two or more independent non-executive Directors or by
request of the Board of Supervisors or by request of the general
manager. Notice of an extraordinary meeting of the Board of Directors
shall be given to all Directors, supervisors and general manager at least
five days in advance and the board papers thereof shall be delivered to
all Directors at least three days prior to the date of such meeting.

The Board of Directors shall keep minutes on matters discussed at
meetings of the Board of Directors, including any concerns or objections
raised by the Directors. The minutes shall be signed by the Directors
present at the meeting and by the secretary to the Board of Directors.
Minutes of the meeting of the Board of Directors shall be kept as the
Company’s record for a period of ten years.

The Board of Directors and each Director also have separate and
independent access to the senior management whenever necessary.
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RISK MANAGEMENT AND INTERNAL CONTROL
Risk Management and Internal Control Systems

The Board of Directors has the ultimate responsibility for oversight of
the risk management and internal control systems of the Group. The
Board of Directors has delegated oversight to the Audit Committee 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
processes 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 annually if any
material problems are discovered during the audit procedure.

The Board of Directors is responsible for supervising, reviewing and
evaluating the Company’s internal audit to ensure that the internal audit
was independent and effective. The Audit Committee is 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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The Company and the external auditors conducted an annual internal
control review (the “Internal Control Review”) on, among others,
control environment, risk management, information and communication,
monitoring of controls, operational level controls and provided
recommendations to enhance the internal control system of our Group.

We have adopted and implemented the recommendations provided by
the external auditors and the external auditors have not identified any
material findings which may have material impact on the effectiveness
of our internal control system.

Based on the result of the Internal Control Review, the Board of
Directors, as supported by the Audit Committee, reviewed the risk
management and internal control systems, including the financial,
operational and compliance controls, for the year ended 31 December
2023, and considered that such systems are effective and adequate.
The annual review also covered the financial reporting, internal audit
function, adequacy of resources, staff qualifications and experiences,
training programmes and budget of the Company’s accounting, internal
audit and financial reporting functions.

WHISTLEBLOWING POLICY

The Company has adopted arrangements to facilitate employees and
other stakeholders to raise concerns, in confidence, about possible
improprieties in financial reporting, internal control or other matters.

The Audit Committee shall review such arrangement regularly and
ensure that proper arrangements are in place for fair and independent
investigation of these matters and for appropriate follow-up action.

ANTI-CORRUPTION POLICY

The Company strictly complies with the Anti-Corruption and Bribery
Law of the People’s Republic of China, the Anti-Money Laundering Law
of the People’s Republic of China and other laws and regulations, which
expressly prohibit corrupt practices such as corruption and bribery. To
prevent fraud, strengthen corporate governance and internal control,
reduce corporate risks, regulate business practices and protect the
legitimate rights and interests of the Company and its shareholders, we
have developed the “Employee Behaviour Red Line” and “Employee
Non-Compliance Management System”, which clearly define the
violations, types of penalties, principles of penalties, investigation of
violations and management of penalty files.
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INSIDE INFORMATION

The Company has developed its disclosure policy which provides a
general guide to the Company’s directors, senior management and
relevant employees in handling confidential information, monitoring
information disclosure and responding to enquiries. Control procedures
have been implemented to ensure that unauthorised access and use of
inside information are strictly prohibited.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix C3
to the Listing Rules. Specific enquiries have been made to all the
Directors and Supervisors and the Directors and Supervisors have
confirmed that they have complied with the Model Code from the Listing
Date up to the date of this annual report. The Company’s employees,
who are likely to be in possession of unpublished inside information of
the Company, are also subject to the Model Code.

DIRECTORS’ RESPONSIBILITY IN RESPECT OF
FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for preparing the
financial statements of the Company for the year ended 31 December
2023.

The Board of Directors is responsible for presenting a balanced, clear
and understandable assessment of annual and interim reports,
announcements relating to disclosure of inside information and other
disclosures required under the Listing Rules and other statutory and
regulatory requirements.

The management has provided to the Board of Directors such
explanation and information as are necessary to enable the Board of
Directors to carry out an informed assessment of the Company’s
financial statements, which are put to the Board of Directors for
approval.

Save as disclosed in this annual report, the Directors are not aware of
any material uncertainties relating to events or conditions that may cast
significant doubt upon the Group’s ability to continue as a going
concern.

The statement of the independent Auditor about their reporting

responsibilities on the financial statements is set out in the Independent
Auditor’'s Report of this annual report.
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AUDITOR’S REMUNERATION

The total fee paid/payable to the external Auditor, BDO China SHU
LUN PAN Certified Public Accountants LLP, in respect of audit services
and non-audit services for the year ended 31 December 2023 is set out
below:

AN e s S
1= %/nﬁ%

B AN B &

HZE2023F12A3MA L FE - INEZBM I ET5
MEBM(EREBAR) ZEZRBHIEEZRY
B R EFEROTE

Category of services R EB Fee paid/payable
g ELER

RMB’000

AR T T

Audit services ARG 1,800
Non-audit services EEZRE 350
Total HEr 2,150

The non-audit services mainly included work on reviewing the interim
financial report.

COMPANY SECRETARY

Mr. Shi Lei is currently the company secretary of the Company. During
the year ended 31 December 2023, Mr. Shi has undertaken not less
than 15 hours of relevant professional training.
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COMMUNICATIONS WITH SHAREHOLDERS AND
INVESTORS

The Company considers that effective communication with
Shareholders is essential for enhancing investor relations and investor
understanding of the Group’s business performance and strategies.
The Company also recognises the importance of transparency and
timely disclosure of corporate information, which will enable
Shareholders and investors to make the best investment decisions.

The Company adopts shareholders’ communication policy and reviews
it on a regular basis to ensure its effectiveness. The shareholders’
communication policy sets out various communication channels
including, among other things, the Company’s website (www.fengxiang.
com) where information and updates on the Company’s financial
information, corporate governance practices, biographical information
of the Board of Directors and other information are available for public
access, investor briefings and Shareholders’ meetings, through which
Shareholders, both individual and institutional, may communicate with
and provide feedback to the Company from time to time. The Company
endeavours to maintain an on-going dialogue with Shareholders and in
particular, through annual general meetings and other general
meetings. The general meetings of the Company provide a platform for
communication between the Board of Directors and the Shareholders.
The chairman of the Board of Directors as well as the chairman/
chairperson of the Audit Committee, the Remuneration Committee and
the Nomination Committee or, in their absence, other members of the
respective committees, are available to answer Shareholders’ questions
at general meetings. The external auditor of the Company is also
invited to attend annual general meetings to answer questions about
the conduct of audit, the preparation and content of the auditor’s report,
the accounting policies and auditor independence.

The Board of Directors reviewed the Group’s shareholders and
investors engagement and communication activities conducted in 2023
and was satisfied with the implementation and effectiveness of the
shareholders’ communication policy.

SHAREHOLDERS’ RIGHTS

To safeguard Shareholders’ interests and rights, separate resolution
should be proposed for each substantially separate issue at general
meetings, including the election of Director. All resolutions put forward
at general meetings will be voted on by poll pursuant to the Listing
Rules and poll results will be posted on the websites of the Company
and of the Stock Exchange after each general meeting.
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Procedures for Shareholders to Convene Extraordinary
General Meeting

According to the Articles of Association, if Shareholders require
convening an extraordinary general meeting or class meeting, the
following procedure shall be followed:

1. Two or more Shareholders jointly holding more than 10% (inclusive)
of Shares with voting rights at the general meeting to be
convened may sign one or several written requests with the same
format and content to propose to the Board of Directors to
convene the extraordinary general meeting or class meeting, and
specify the topics of the meeting. The Board of Directors shall
convene the extraordinary general meeting or class meeting
responsively after receipt of the aforesaid written request. The
aforesaid amount of shareholding is calculated on the day when
the Shareholders tender the written request.

2. If the Board of Directors fails to issue a notice of meeting within
30 days after receipt of the aforesaid written request, the
Shareholders tendering the said request may request the Board
of Supervisors to convene an extraordinary general meeting or
class meeting.

3. If the Board of Supervisors fails to issue a notice of meeting
within 30 days after receipt of the aforesaid written request, the
Shareholders individually or jointly holding more than 10% of
Shares with voting rights at the meeting to be convened for 90
consecutive days may by themselves convene a meeting within
four months after the Board of Directors receives the said
request, and the convening procedure shall to the extent possible
be the same as the procedure by which the Board of Directors
convenes the general meeting.

Where the Shareholders convene a meeting because the Board of
Directors or the Board of Supervisors fails to convene the meeting
pursuant to the aforesaid provision, the reasonable expenses incurred
shall be borne by the Company and shall be deducted from the monies
payable by the Company to the defaulting Directors or supervisors.
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When the Company convenes the general meeting, the Board of
Directors, the Board of Supervisors and the Shareholders individually
or jointly holding not less than 5% (inclusive) of the total number of
shares carrying voting rights of the Company shall have the right to put
forward proposals to the Company in writing. The Company shall
include the matters falling within the scope of duties of the general
meeting set out in the proposal in the agenda of the meeting.

Putting Forward Proposals at General Meetings

There are no provisions in the Articles of Association or in the laws of
the PRC for putting forward proposals of new resolutions by
Shareholders at general meetings. Shareholders who wish to move
forward a resolution may request the Company to convene a general
meeting in accordance with the procedures mentioned above. For
proposing a person for election as a Director, please refer to the
procedures set out in the paragraph below.

Procedures for Shareholders to Nominate Candidates of
Directors

Written notices specifying the intention to nominate a person for
election as a Director and acceptance of such nomination by such
person, as well as the written information on such person, shall be sent
to the Company no earlier than the day after dispatch of the notice of
the general meeting and no later than seven days prior to the date of
such meeting. The minimum length of period during the nomination and
acceptance of such nomination shall not be less than seven days.

Based on this, if a Shareholder of the Company intends to propose any
person for election as a Director, the following documents shall be
effectively delivered to the Company’s headquarter in the PRC at
Liumiao Village, Anle Town, Yanggu County, Liaocheng City, Shandong
Province, the PRC or the Company’s H Share share registrar,
Computershare Hong Kong Investor Services Limited, at Shops 1712—
1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wan Chai,
Hong Kong, including: (i) the signed notice of the intention to propose
the candidate for election as a Director in general meeting; and (ii) the
signed notice of the candidate indicating his or her willingness to accept
the election, together with (a) information about the candidate required
to be disclosed under Rule 13.51(2) of the Listing Rules, and (b) the
written consent indicating the consent of the candidate to release his or
her personal information.
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Putting Forward Enquiries to the Board of Directors

For putting forward any enquiry to the Board of Directors, Shareholders
may send written enquiries to the Company. The Company will not
normally deal with verbal or anonymous enquiries.

Shareholders may send their enquiries or requests as mentioned above
to the following:

Address: Liumiao Village, Anle Town, Yanggu County
Liaocheng City, Shandong Province, PRC
(For the attention of the Board of Directors)
Email: lei.shi@fengxiang.com

For the avoidance of doubt, Shareholders must deposit and send the
original duly signed written requisition, notice or statement, or enquiry (as
the case may be) to the above address and provide their full name,
contact details and identification in order to give effect thereto.
Shareholders’ information may be disclosed as required by law.
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INDEPENDENT AUDITOR’S REPORT
B RE RS

TO THE SHAREHOLDERS OF

SHANDONG FENGXIANG CO., LTD.:

(A joint stock company incorporated in the People’s Republic of China
with limited liability)

QUALIFIED OPINION

We have audited the financial statements of the Shandong
Fengxiang Co., Ltd. (“Fengxiang”), which comprise the
consolidated and the Company’s balance sheets as at 31
December 2023, the consolidated and the Company’s income
statements for 2023, the consolidated and the Company’s cash
flow statements, the consolidated and the Company’s statements
of changes in owners’ equity for the year then ended, and notes to
the financial statements.

We are of the view that, except for the possible impact of matters
described in the section “BASIS OF QUALIFIED OPINION”, the
accompanying financial statements present fairly, in all material
respects, the consolidated and the Company’s financial position as
at 31 December 2023 and the consolidated and the Company’s
financial performance and cash flows for 2023 in accordance with
the requirements of Accounting Standards for Business
Enterprises.

BASIS OF QUALIFIED OPINION

As at 31 December 2021, the bank deposit balance in the
consolidated balance sheet of Fengxiang includes RMB
1,041,438,100 deposited with GMK Finance Co., Ltd. (“GMK
Finance”), which is controlled by GMK Holdings Group Co., Ltd.
(“GMK Holdings”), a former controlling shareholder of Fengxiang.
GMK Holdings and its subsidiaries have overdue debts, and GMK
Finance is involved in overdue repayment disputes and lawsuits.
The management of Fengxiang did not provide sufficient
supporting evidence on the possible impact of these matters on the
above-mentioned deposits and the reasons for not making
impairment provisions. We therefore express a qualified opinion on
the financial statements of Fengxiang for 2021. As at 31 December
2022, a full provision of loss of RMB808,234,800 has made for the
funds deposited with GMK Finance by Fengxiang amounting to
RMB808,234,800 and fully included in the credit impairment loss
for 2022. The management of Fengxiang did not provide sufficient
information on whether it is necessary to make impairment
provisions for the funds deposited in GMK Finance at the end of
2022. Therefore, we are unable to obtain sufficient and appropriate
audit evidence regarding whether the credit impairment loss of the
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INDEPENDENT AUDITOR’S REPORT

deposit of RMB808,234,800 should all be included in 2022. It is
uncertain whether it is necessary to make adjustments to the
financial statements of Fengxiang. We therefore express a qualified
opinion on the financial statements of Fengxiang for 2022. Affected
by the above conditions, such matter may have an impact on the
comparability of the current data to the corresponding data of the
income statement of Fengxiang for 2023.

We conducted our audit in accordance with China Standards on
Auditing (“CSAs”). Our responsibilities under those standards are
further described in the “Auditor’'s Responsibilities for the Audit of
the Financial Statements”
independent of Fengxiang in accordance with the Code of Ethics
for Professional Accountants of the Chinese Institute of Certified
Public Accountants (“CICPA Code”), and we have fulfilled our other
ethical responsibilities in accordance with the CICPA Code. We
believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our qualified opinion.

section of our report. We are

KEY AUDIT MATTERS

Key audit matters are those matters that,
judgement, were of most significance in our audit of the financial
statements of the current period. These matters were addressed in
the context of our audit of the financial statements as a whole, and
in forming our opinion thereon, and we do not provide a separate
opinion on these matters.

in our professional

B ZHE®E

BRTREBER - I LABRATE ZZEYHE
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DOEER RERREBRREHRTER-
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Except for the matters described in the sections headed “BASIS
OF QUALIFIED OPINION *, key audit matters identified in our audit

are summarised as follows:

Key audit matters

BEEtER

RICEKREE ROVER IO P EIBIN
EESAPENENBERESFTRELWT

A

How our audit addressed the matter

ZBERAEFFTFRMMEHED

() Revenue recognition

(-) EEWARR

Fengxiang’s operating revenue for the year ended 31
December 2023 was RMB5,134,413,100.

2023 F F R A WA 5513,441.318

Operating revenue of Fengxiang are primarily generated from
the sales of frozen chicken products and meat products, which
are mainly supplied to large catering chain enterprises,
wholesale market for agricultural products, supermarket chains
and other market fields. Fengxiang recognises operating
revenue when the control of the goods is transferred to the
customer.
BERNMFELEBRARBRREANRmD AR @EE X
B EMTIEHEBARAEHEHPE RERETS &
HETEMSRE -BEROR AR ERREER AT PR
EREEWA -
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(1)

(1) %

@)

)

(©)

@)

(4)

4)

®)

®) =

Communicated with the management to understand the
impact of industry policies and market environment on the
performance of Fengxiang, and evaluated the rationality of
fluctuations in operating revenue;
HEBEBETER TRIOERE THRE
RARERNTE

ElER =
R EREWARBINA R

Conducted interviews with management and selected sales
contracts for inspection to identify contract terms related to
the transfer of control over goods, and evaluated whether
the operating revenue recognition policy of Fengxiang
complied with the relevant requirements of the Accounting
Standards for Business Enterprises;
HEBESNANEREEARETIRS - B EEmE
HEEZABN S RGT - FEBRFERND QAN EEW
ABERBREENa XS ERNBEREN

Understood, evaluated and tested the internal control
systems related to revenue recognition and tested the
effectiveness of the implementation of key internal controls;
TR SEAR IR BT OB U A HE SR AR B Y 1A B
AT BRI BIT R AL

Combined with product categories, types of sales channels,
major business customers, etc., analysed the changes in
operating revenue and gross profit margin this year while
paying attention to whether there were abnormal
fluctuations;

EEEMBER - HE mLxE%'J N
FLEWARENEZEHIG
EERBER

TEXBEFPEF HA
EToWN BEIRERFE

Selected samples and implemented confirmation
procedures for trade receivable and operating revenue,
checked the confirmation results against book records, and
carried out substitute tests for no reply samples;
ERRAHBRRAAMEERATRT HBRF - W
K EAE R EARRE GO SR 1T T AR Y - HRE R AREITT
BRAIE
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Key audit matters

REETSEHE

B ZHE®E

How our audit addressed the matter

REHEESTRENMELN

Since operating revenue is one of the key performance
indicators of Fengxiang, there is an inherent risk that the
management of Fengxiang (hereinafter as the “management”)
will control the timing of operating revenue recognition in order
to achieve specific goals or expectations, so we determine
operating revenue recognition as a key audit matter. Please
refer to Note Il (XXV) and Note V (XXXVIII) for the above
accounting policies, significant accounting judgments and
estimates and related financial statement disclosures.

HREXEWARRERMOBBESESR 2 — EHGFE
BEROEREE(ATHBIEEEDRTEINFER RN

HEmMBRALXRBEAERFHROEERR  HAKERK
ABEREESBEREAER  LASFEK  EXGFTH
BAEFAREEMBEBRREE2AME=(=1T0)"

EMER(=Z+) -

(Il) Valuation of biological assets

(2) EMEENHKE

As at 31 December 2023, the book balance of Fengxiang's
consumptive biological assets and productive biological assets
was RMB239,086,700 and RMB221,015,800, respectively.

B E2023F12A31H - RO ERMEEMEEREEN
EMEEMNREARESD

e —

5 fll /423,908.67 & 7T ~ 22,101.58& JT °

The measurement of the fair value of Fengxiang’s biological
assets involves significant management judgment, particularly
the estimated culling rate and the market prices of breeders,
broilers and broiler eggs. As a result, there is an inherent risk
that management will control the fair value valuation to achieve
specific goals, so we identify the valuation of biological assets
as a key audit matter. Please refer to Note Il (XI), (XVII) and
Note V (VI), (XI) for the above accounting policies, significant
accounting judgments and estimates and related financial
statement disclosures.
BHEBROEMEEARBENGESIRERENE X2
B HASEAEARE B AE BEOMES - #
ﬂﬁrﬁféﬁﬁ FIRTERBRARAAGEAENERRA
CERMBEMEENGHEINRBRBHFR Ll g
‘a‘ﬁﬁl% CBERGHE GG AR RRBRELR
M=) (FE)ARMERGS)  (+F—) -

(6) Selected operating revenue transaction samples, checked
sales contracts, orders, outbound documents, invoices and
customer receipt documents, export declaration forms and
other supporting documents for operating revenue
recognition, and evaluated whether revenue recognition

conformed to the Company’s accounting policies on
operating revenue recognition;
(6) BREXWARGHEEN RYEHEESR FTE - HE

B BHZREFPEWRE HORBESFRABRIZFNL
X RFEMEEEB A ABREST S AR ERARR
‘Eu+ﬁ§ﬁ

(7) Checked the operating revenue transactions before and
after the balance sheet date, checked the outbound
documents, customer receipt documents, export declaration
forms and other supporting documents for revenue
recognition, and evaluated whether operating revenue was
recorded in the appropriate accounting period.

(7) MEEEABXRANRNEERARS  REHLE
EJE' FUWE  HOMEAEZWAER I FHFIEXH

EEWACTERLHENEE N M -

ﬁfé’f

(1) Evaluated the competence, professionalism and objectivity
of the external appraiser engaged by the Company;

(1) FEAREFNIISTHMOBEEE N BERENE
Bt

(2) Evaluated the reasonableness of the key assumptions used
in the valuation of the biological assets with the assistance
of an external appraiser;

(2) RMEINFFEERNHET -
R RARBRERNEIEE

FEEMEEMBET K

(3) Implemented monitoring procedures for the Company’s
biological assets and reviewed the quantities of biological
assets in the valuation model to verify the accuracy and
relevance of the input data.

B) HARMAMEEEMERER  UERMGEER DA
MEEHRS REMARABIEN LR RAEME -

(4) Engaged an expert from a certified public accountant to
review the valuation of biological assets.

(4) EBEEMemNERTENEELEETER
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IV. OTHER INFORMATION

The management of Fengxiang (hereinafter as the “management”)
is responsible for the other information which comprises all the
information in the 2023 annual report of Fengxiang other than the
financial statements and this auditor’s report.

Our audit opinion on the financial statements does not cover the
other information and we do not express any form of assurance
conclusion thereon.

In conjunction with our audit to the financial statements, our
responsibility is to read the other information when we can obtain
it. During the process, we considered whether there was material
inconsistency or there was likely material misstatement between
the other information and the financial statements or the
information we obtained during the audit.

If, based on the work we have performed, we conclude that there
is a material misstatement of the other information, we are required
to report that fact. As described in the “BASIS OF QUALIFIED
OPINION” section above, we were unable to obtain sufficient and
appropriate audit evidence regarding whether the credit impairment
loss of the deposit of RMB 808,234,800 should all be included in
2022. Accordingly, we were unable to ascertain whether other
information relating to this matter was materially misstated.

. RESPONSIBILITIES OF THE MANAGEMENT
AND GOVERNING BODIES FOR THE FINANCIAL
STATEMENTS

The management shall be responsible for the preparation of
financial statements in accordance with the Accounting Standards
for Business Enterprises to enable them to be fairly reflected and
to design, implement and maintain the necessary internal control
so that there is no material misstatement, whether due to fraud or
error, in the financial statements.

In the preparation of the financial statements, the management is
responsible for assessing Fengxiang’s continuing operating
capacity, disclosing matters relating to continuing operations (if
applicable) and applying the continuing operating assumptions
unless the management either intends to liquidate the Company or
to cease its operations, or has no realistic alternative but to do so.

The governing bodies are responsible for overseeing the financial
reporting process of Fengxiang.

SHANDONG FENGXIANG CO., LTD. IR E#R B ERA 7
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INDEPENDENT AUDITOR’S REPORT

VI. RESPONSIBILITIES OF CERTIFIED PUBLIC

ACCOUNTANTS FOR THE AUDIT OF THE
FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether
the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an audit
report containing audit opinion. Reasonable assurance is a high
level of assurance, but is not a guarantee that audits carried out in
accordance with the audit standards will always detect a material
misstatement when it exists. Misstatements may be caused by
fraud or error and are generally considered material if, individually
or in the aggregate, they could reasonably be expected to influence
the economic decisions of users made on the basis of these
financial statements.

As part of an audit in accordance with the auditing standards, we
exercise professional judgment and maintain professional scepticism
throughout the audit. We also performed the following works:

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

(I1) Understand the internal control related to the audit to design the

appropriate audit procedures, but not for the purpose of
expressing an opinion on the effectiveness of the internal control.

(i

=

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

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

B ZHE®E
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(V) Evaluate the overall presentation (including disclosures),
structure and content of the financial statements and to assess
whether the financial statements represent the underlying
transactions and events in a manner that achieves fair
presentation.

(VI) Obtain sufficient and appropriate audit evidence of the
financial information of the entities or business activities of
Fengxiang in order to express an opinion on the consolidated
financial statements. We are responsible for directing,
supervising and performing group audits. We take full
responsibility for the audit opinion.

We communicated with the governing bodies regarding, among
other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in
internal control that we identify during the audit.

We also provided a statement to the governing bodies on
compliance with ethical requirements related to independence and
communicated with them about all relationships and other matters
that may be reasonably considered to affect our independence, as
well as related precautions (if applicable).

From the matters we had discussed with the governing bodies, we
determine those matters that were of most significance in the audit
of the financial statements of the current period and are therefore
the key audit matters. We describe these matters in our auditor’s
report unless any law or regulation precludes public disclosure

(A)FEVERENAEIR(DERE)  £8
MAR WHEMEREREG AL RMIEH
R HHMEIE o

CORBHEEN T ERXXB AN B EEE
BED BENETER KHEHMBR
RERBHAEBER -RMEEHEE EENH
TEEES THEABRAZZHEE-

B EERFBNETHE  FREZHEME
REMNBREFRETER BREBARRMESR
AP 38R H RO (B 15 BT A0 O B4 I BR B

BMERCETEB I HERENBREBEEERA
REEBREER YEREEERUEKAER
AYERMBYMMNMEBERMEMEE UK
ﬁ%ﬁﬁ@ﬁﬁ%&hm(ﬁm@ﬁ%)o

REAEERBBMNEAT  HIIHEEWLSEA
HAHPBRREASREZ  AMBEXERE
AER-BRMESRTHRSPHAGELER KF
FRZERBUECARABREELER EBRIBIE
BT mRAEEASREEARETREBXERE

RHBEEARBRBERRNE T HMEENERLE
BPMEETERERTRETBEAZER -

about such matters or when, in tiny minority circumstances, we
determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such
communication.

BDO China Shu Lun Pan Certified Public Accountants LLP
Chinese Certified Public Accountant: Zhang Guiying
(Engagement Partner)

Chinese Certified Public Accountant: Wang Xuzeng

VEEHMERR (BHREEER)
TEEMEEM : RER(EESBA)

R ERTAT - AR

Shanghai ¢ China FE. 5
28 March 2024 20243 5 28H
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CONSOLIDATED BALANCE SHEET
EHEEREGER

31 December 2023 (All amounts are expressed in RMB unless otherwise stated) 2023412 A 318 (R4 55584 - BN A ARET)

Balance at Balance at
the end of the end of
Note V the period last year
Assets BE MaEa HREREE EFEFRHBRE
Current assets: REBEE
Monetary funds EkEe (=) 198,502,740.43 332,155,982.00
Settlement reserves HEEMNS
Loans to banks and other financial institutions ~ #F & &
Financial assets held for trading REHEMEHEE (=) 293,000.00
Derivative financial assets METHMEE
Bills receivable fE R R &
Trade receivable JFE Wi B8R X (m (=) 272,666,325.70 194,977,409.18
Financing receivables JE WO R IH B &
Prepayments 78+ 8 (Iv)(79) 29,073,351.43 46,040,884.22
Premiums receivables FEUR B
Reinsurance accounts receivable & W 7 R BR 3k
Provision of cession receivable WD REREHES
Other receivables H th pE UK (V) (#) 11,203,717.24 14,832,112.57
Financial assets held under resale agreements B ARES /I E E
Inventories 7E (V1) (7%) 947,344,195.99 897,446,575.83
Contract assets EREE
Assets held for sale REGEEE
Non-current assets due within one year —FANE R IERE
BE
Other current assets HAth )i 8 & & (Vi) (+) 60,494,402.98 75,107,651.29
Total current assets RBEESS 1,519,577,733.77 1,560,560,615.09
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CONSOLIDATED BALANCE SHEET

EHEERGER

31 December 2023 (All amounts are expressed in RMB unless otherwise stated) 2023412 31 8 (B4 55840 - BB A ARET)

Balance at Balance at
the end of the end of
Note V the period last year
Assets BE MaEa HREAEE FFEFRGBE
Non-current assets: ERBEE:
Disbursement of loans and advances BEHE MBI
Debt investments BERERE
Other debt investments HiE#ERE
Long-term receivables £ A 8 W 3R
Long-term equity investments REIRERE (v (1) 54,609,735.36 59,841,234.64
Investment in other equity instruments Hihgm TEKRE
Other non-current financial assets HtERBSEmEE
Investment properties REEEME
Fixed assets EEE (IX)(1)  2,955,066,801.11  3,055,596,832.42
Construction in progress EETRE X)(+) 6,311,448.19 996,180.00
Productive biological assets SEMEMEE X)(+—)  221,015,800.00 255,692,300.00
Oil and gas assets R A E
Right-of-use assets FREEE (Xl)(+=)  184,733,477.03 201,487,069.31
Intangible assets mIVEE Xy (+=) 87,323,472.65 89,420,826.97
Development expenditures k]
Goodwill GRS
Long-term deferred expenses RHFEER (XIv) (+m) 16,597,000.00
Deferred income tax assets EEFTSREE XV)(+#) 2,396,928.75 1,951,564.89
Other non-current assets HiaIERBEE (XVI) (%) 9,433,780.83 4,573,164.42
Total non-current assets FRBEEST 3,537,488,443.92  3,669,559,172.65
Total assets EEMAG 5,057,066,177.69  5,230,119,787.74
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CONSOLIDATED BALANCE SHEET
EHEEREGER

31 December 2023 (All amounts are expressed in RMB unless otherwise stated) 2023412 A 318 (R4 55584 - BN A ARET)

Balance at Balance at
the end of the end of
Note V the period last year
Liabilities and owners’ equity BENFEERER HaEa HAIREREE EFEFRHBEE
Current liabilities: REBE
Short-term borrowings %2 HI A X xvi(+/1)  280,373,266.00  1,124,613,662.56
Borrowings from central bank M RIBITE K
Loans from banks and other FwAES
financial institutions
Financial liabilities held for trading REMEEBE
Derivative financial liabilities METBAE
Bills payable 1 E 5 (XIX) (+71) 70,000,000.00
Trade payable JETBR 3K XX)(=+) 380,727,251.84 454,943,148.32
Advances from customers T8 Y R IE
Contract liabilities aRBEE XX (=+—) 41,851,607.26 46,449,176.46
Financial assets sold under repurchase EHEBESREER
agreements
Absorption of deposits and interbank deposit W W5 77 3 K (8] 3 77 R
Client money received for acting REBEEZHFN
as securities trading agent
Client money received for acting RIB A SH B & K
as securities underwriter
Payroll payable FE < B T % B (XXi)(=+=)  76,483,233.50 80,136,759.06
Taxes payable ERE xxiy (=+=) 9,469,775.19 10,034,876.49
Other payables H b JE TR (XXIV)(=+29) 311,885,930.94 228,506,878.96
Handle fee and commission payable ERFEERAS
Reinsurance accounts payable FE D R ER X
Liabilities held for sale FARERE
Non-current liabilities due within one year —FANE B IETRE
8E& (XXV)(=+F&) 165,859,675.20 120,412,587.86
Other current liabilities Him & & & OXVI) (=+7%)  225,515,440.17 2,497,015.86
Total current liabilities REBEEA 1,492,166,180.10 2,137,594,105.57
Non-current liabilities: FRBEE:
Reserve for insurance contracts RigE REES
Long-term borrowings REER Xxvil)(=Z+-+) 319,970,000.00 252,148,000.00
Bonds payable ERHES
Including: Preferred shares He @k
Perpetual bonds KB B
Lease liabilities HEAE (XXVIlI)
(=+/1 187,779,655.98 199,665,992.14
Long-term payables = B FE T 3K (XXIX) (=+ /1) 6,010,512.43 6,070,952.51
Long-term payroll payables £ HA P& 1< 58 T % B
Estimated liabilities TEErARE XXX) (= +) 41,052.08 124,180.88
Deferred income IR & W 2= XXX (=+-—) 19,006,106.48 20,756,084.55
Deferred income tax liabilities ELEFMEBHAR Xv)(+4a) 196,941.02 214,765.64
Other non-current liabilities Hi3ERBBE
Total non-current liabilities FRBEBSE 533,004,267.99 478,979,975.72
Total liabilities =R = 2,025,170,448.09  2,616,574,081.29
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CONSOLIDATED BALANCE SHEET
EHEERGER

31 December 2023 (All amounts are expressed in RMB unless otherwise stated) 2023412 A 318 (B4 554N - BN A ARET)

Balance at Balance at
the end of the end of
Note V the period last year
Liabilities and owners’ equity BENMEEER K # HIREREE FFEFRGBE
Owners’ equity: FrEEER:
Share capital % A< (XXXII)
(=4F=) 1,582,618,000.00 1,400,000,000.00
Other equity instruments Hihigem T H
Including: Preferred shares Hrp - ExR
Perpetual bonds KB E
Capital reserve = INYN - (XXXIII)
(=+=) 697,794,677.72 628,701,588.64
Less: treasury shares o BT (XXXIV)
(=+m) 21,315,465.58 27,684,645.05
Other comprehensive income H i A WS (XXXV)
(=+7&) -722,580.47 -673,735.26
Special reserves HIEREE
Surplus reserves BN (XXXVI)
(=+5) 155,377,605.51 155,377,605.51
General risk reserves — A% B b YE
Undistributed profits R B AE (XXXVII)
(=++) 618,143,492.42 457,824,892.61

Total equity attributable to owners

of the Company
Minority interests

FEREARHAE
2 A B

DB R EE

3,031,895,729.60

2,613,545,706.45

Total owners’ equity

FEEREZEE

3,031,895,729.60

2,613,545,706.45

Total liabilities and owners’ equity

BENMEERERAR

5,057,066,177.69

5,230,119,787.74

The accompanying notes form an integral part of these financial

statements.

Person-in-charge of the Company:

Zhu Lingjie

Chief Accountant:
Shi Lei

Head of the Accounting Department:

Shen Sanxing
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BALANCE SHEET OF THE COMPANY
BRAREEE/R/K

31 December 2023 (All amounts are expressed in RMB unless otherwise stated) 2023412 A 318 (R4 55584 - BN A ARET)

Investment properties

RE MBI E

Balance at Balance at
the end of the end of
Note XVIII the period last year
Assets EBE e+ N HREAEE FFFRGBE
Current assets: REEE :
Monetary funds BEEE® 60,897,435.15 168,956,500.60
Financial as