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MAJOR FINANCIAL INDICATORS AND KEY OPERATING DATA
Doooooooobooon

The following financial statements, notes and discussion and analysis 0o0o0oDo0oooDo0o0mooDbDooooooogo
of Shandong Fengxiang Co., Ltd. (the “Company” or “Fengxiang” 0o0DmoooODoooooooooooooon
together with its subsidiaries, the “Group”) contain certain amounts and 0Jooo0o0ooooooDoDOoooooooooo
percentage figures that have been subject to rounding adjustments. gooo0o0o0oobbDbOo0oooDoDOooooo
Accordingly, figures shown as totals in certain tables may not be an ooooooooooOoooooooda

arithmetic aggregation of the figures preceding them and all monetary
amounts shown are approximate amounts only.

KEY FINANCIAL DATA

ogooooo
For the year ended 31 December
o0d120310000
2023 2022
20230 20220
RMB’000 RMB’000
(Restated)
gogooad goooad
gooogo
Revenue oo 5,134,413 5,085,790
Gross profit oad 591,464 583,497
Net profit/(loss) ooomooo 160,319 (768,993)
Net profit/(loss) attributable to the shareholdersof OO0 0000000 OMMO0O0O
the parent company 160,319 (768,993)
Adjusted net profit® ooooooo® 160,319 39,242
Basic earning/(loss) per share (in RMB cents) oooooomooooooon 10.8 (55.4)
Notes: ooo
1. Net profit after deducting monetary fund receivables bad debt loss arising 1. gopoz20220 0000000000000 O00OO0O
from the recognition of an one-off and non-recurring impairment loss on 00O oooooooooooooOooOooOog
the deposits due from GMK Finance Co., Ltd. (“GMK Finance”) in 2022. Jooooooooooooo
2. For details of these restated figures, please see “Financial Review — 2. goooooooooooo0Doooo—o0oo
Changes in significant accounting policies”. ooooom
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2023 MAJOR EVENTS
Dooooooo

MARCH
00

For convenience stores channel, being closest to consumers, “J
O (iShape)” (“iShape”), through the cooperation with quality

APRIL
00
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2023 MAJOR EVENTS
Doooooog

@ JuNE
0O

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.

ooooo0oo0oo0oo0ooooo0aD
20230 0000000000000
oooo0o0o0oo0o0o0000000D
oooooooon

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.

goooooobooooooooboobooooao
0000000000000000O0O0O0O0OO

iz
BRFRAUR

NEW ARRIVAL

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.

oo0o00D0O0000D0000000000000O00000000000A0
oooooo

JULY

@ oo
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2023 MAJOR EVENTS
Dooooooo

@ AuGusT @ OCTOBER
HEN HEN
Shandong Fengxiang Food Development Co., Ltd. was further accredited by the
Bureau of Training of the General Administration of Sport of China (D O OO OO0 DOO) iShape was honoured as the “2023” CSR Competitiveness
as the “Sports « Sponsor of the Bureau of Training” (O U <0 0 0O O O O ), 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” (0 0«0 O Responsibility Innovation and Development Forum for its
0O0000DoO0o0ooOoo). 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.
00000000000000000000000000000-00000 020230 00000000000000000000
0Moo0oo0oo0ooO0oDo0-.0000000000000000O00 0000000000000 00000020230CSRO
0000000000000000000000 Aanjufiaiafafalafaiainaiafabafabalubals

Fengxiang completed the issue of 182.6
million new H shares under specific
mandate which further optimised the
shareholder structure.

000000000O0O0oO0oo0o0O0H
018260 0000000000000

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.

Anthan g

WHEkERS A RLT A
< iR

boooooobooooobooooooooo
0000000000000 o0oooooooo
ooosbenOoOOoOoOoOooOoOOOOOOOO
gilo88000000000O0O0O0O0OOOOO

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

0000000000001 000000000

SEPTEMBER
oo
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@ \OVEMBER
00O

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.
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2023 MAJOR EVENTS
ODoooooog

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

goooooo0ooooo0o0oO0oo20230000
ooooo

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

12020000000000000000020230000
ooooooooom™
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CHAIRMAN'’S STATEMENT
Dooooooo

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. U 0OO0OO00ooogno
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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
Ooobooonod
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CHAIRMAN'’S STATEMENT
Dooooooo

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. U 0OO0OO00ooogno
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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; (i) 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 “0 00O (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.
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MANAGEMENT DISCUSSION AND ANALYSIS

gooobgod

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.

SHANDONG FENGXIANG CO., LTD. U 0OO0OO00ooogno
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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

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
Dooooooo

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% vyear 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 11", 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.

SHANDONG FENGXIANG CO., LTD. U 0OO0OO00ooogno

ooocoooooooooooo?2023
gbobooboobooboooooboooon
gbobooboobooboooobooboon
gooooooooooobocooood
oooooooobcooooo

oooooboooooooooooo
ooooooooocooooooood
ooomMxXoooooooie1iwoood
oooooooooooobocooooo
411%0 006180 01100 000000
oooooooobooooooooon

gbobobooboboooobobonn
goboobooooooooooono
gboboobooboboboboboo
ooooooooocooooooood
oooooobOooooobooboooog
ooooooooooooooooboo
gbooooooboooooboooboonn
gbobooooobo

obooooooobooooboooe O
gbooobooboboboboobonon
gboobooooboboboboboo
goooooobooboboboboon
oo0ooooooooooOoooooad
oooboooog



MANAGEMENT DISCUSSION AND ANALYSIS

(I) Observation of Current Trends

1.

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
Dooooooo

(Il1) Development Initiatives
1. 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
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(1)

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

googogon
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MANAGEMENT DISCUSSION AND ANALYSIS
Dooooooo

(2) “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.
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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
00120310000

Items oo 2023 2022 Change
20230 20220 oad
RMB’000 RMB’000 (%)
ooooo 0oooooQ (%)

(Restated)

ooood
Total operating revenue ooooo 5,134,413 5,085,790 +1.0
Operating costs oooo 4,542,949 4,502,293 +0.9
Selling expenses oooog 156,268 329,206 -52.5
Administrative expenses oooo 100,604 108,499 -7.3
R&D expenses oooao 22,708 31,944 —-28.9
Finance costs oooao 102,981 49,105 +109.7
Other gains ogooad 6,698 9,676 -30.8
Gain on changes in fair value gooooooag 2,869 21,694 -86.8
Total profit/(loss) ogomooooo 163,945 (768,257) N/A
Net profit/(loss) goomooo 160,319 (768,993) N/A
Adjusted net profit® ooooooow 160,319 39,242 +308.5
Gross profit ooo 591,464 583,497 +1.4
Gross profit margin ooo 11.5% 11.5% —
Net profit/(loss) margin ogoomoood 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.
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MANAGEMENT DISCUSSION AND ANALYSIS
Dooooooo

Revenue by products ooooooon

For the year ended 31 December
00120310000

2023 2022 Change

20230 20220 od

RMB’000 RMB’000 (%)

oooood ooooo (%)

Raw chicken meat products ooooo 2,284,084 2,500,559 -8.7
Processed chicken meat products ooooooo 2,613,650 2,371,087 +10.2
Chicken breeds oad 61,015 53,619 +13.8
Others oo 175,664 160,525 +9.4
Total oo 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
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For the year ended 31 December
gb12z0310000

2023 2022 Change
20230 20220 od
(%)
(%)
Raw chicken meat products gpoooo
Sales volume (per kg) oWwoooo 241,290,399 251,535,459 -4.1
Average selling price (RMB per kg) 0oo0o0oWwooooooo 9.47 9.94 -4.8
Processed chicken meat products ooooooo
Sales volume (per kg) O0ooooo 129,121,387 114,020,427 +13.2
Average selling price (RMB per kg) oo0owooooooo 20.24 20.80 -2.7
Chicken breeds oo
Sales volume (per bird) oWwooo 34,244,511 32,067,474 +6.8
Average selling price (RMB per bird) oooWwoooooo 1.78 1.67 +6.6

0000000000000 O00O000Oi3wd
gboobooobobobooboooobooboboo
oooooooooboogd

During the Reporting Period, the Group’s number of white-feathered
broilers being slaughtered experienced a year-on-year increase of
11.3%, and the production and sales volume of processed chicken
meat products both experienced corresponding growth. The growth of
breeding, processing and sales are related.
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MANAGEMENT DISCUSSION AND ANALYSIS

gooobgod

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.
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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
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implemented the provision since 1 January 2023, with major impact as

follows:

Impact on the
balance as at

1 January 2022

02022010 10

Accounting item affected ogooooooo opoooo
RMB’000

ogooooad

Deferred income tax assets ooooooo 1,725
Deferred income tax liabilities ooooooo 189
Undistributed profits ooooo 1,536
As at/ As at/

For the For the

year ended year ended

31 December 31 December

2023 2022

[0 20230 [0 20220

120 310/ 120 310/

Accounting item affected oooooooo 20230 O 20220 0O
RMB’000 RMB’000

ooooo ooooo

Deferred income tax assets ooooooo 2,250 1,786
Deferred income tax liabilities ooooooo 197 215
Undistributed profits ooooo 2,053 1,571
Income tax expenses ooooo (482) (35)
Net profit attributable to the shareholders of the Company OO0 O OO0 O0OO00O0O0O 482 35
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MANAGEMENT DISCUSSION AND ANALYSIS
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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.
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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,
Price Risks
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MANAGEMENT DISCUSSION AND ANALYSIS
Dooooooo

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,
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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.

googogon

oooobozoo00b0bOOoooOOoOoboObOOoOoDOn
gboooooboooobooooboooboooo
goobobobobooboboboboboooo
oooooooooobooooooooooooo
ooooooobocooooooooobooo

goood

0z0230 120310000 000000000
ooO00ooi1s9e928sd0donooooononOod
28,037.330 0000OoOooOoOoOoOooOooObOOOon
gooooobobOobosr493.48000

[ R |

gbfbzo2i012031000000000000
gooooocoooooooboooooboooo
ocoooboooboomooooomboooooo
oO0oo0O00oob0O0oDbO0o11041438100000000
oooooooooooooobooOoooooo
ooooo0oo00000020220120310000
goooooooobooooobodsos23.480
ooboboooooobobobooboboz0220000
oboooooOoooooobooboO0oon20210120
310 020220 120310 000000000000
gooooooobooooooobooOoooooo
ooooooooO0oooooobooooood
oboooOoooocooboooooobcoood
oobooobooobbzo02201203100000
obOoooOO0oooOoO0oooooooOoboooDooo
oobbooobbopbzo200oooOoooOOO
ooooooobooooooo

O

O0ooO0ooogo

gooooo

ooooocoooooooobocooooboooonon
gboboooobooboobobooobooooboon
gbooooobooooboboooobooobooon
gooboooooobbbooooobboooo
oooo

Oo0oogoo

Annual Report 2023 0 O

33



34

MANAGEMENT DISCUSSION AND ANALYSIS

gooobgod

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

@)

@

®)

(4)

®)

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.
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BIOGRAPHIES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT
Ooobooboobgooo

DIRECTORS, SUPERVISORS AND SENIOR
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
o

Incumbent Directors

oood

Name Position in the Company

0od oooog

Mr. Xiao Dongsheng Executive Director and general manager

ooooo oooooooo

Mr. Shi Lei Executive Director, vice general manager, chief financial officer,

oooo secretary to the Board of Directors and company secretary
00ooooooooooooooooooooooog

Mr. Qiu Zhongwei (appointed on 18 January 2023) Non-executive Director

000000020230 10 18 00000oooo0o00d0ooooo0ooooooooooooooooogl
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Departure Directors
oooo

Name
oo

Mr. Liu Zhiguang (retired on 18 January 2023)
000000020230 10180 000

Ms. Zhou Jinying (retired on 18 January 2023)
000000020230 10180 000

Mr. Liu Xuejing (retired on 18 January 2023)
000000020230 10180 000

Mr. Zhang Chuanli (retired on 18 January 2023)
000000020230 10180 000

Mr. Guo Tianyong (retired on 18 January 2023)
000000020230 10180 000

Jobooouodgooogon

Position in the Company
oooo

Chairman of the Board of Directors and executive Director
Jooooooooo

Executive Director and vice general manager
ooooooooad

Non-executive Director
goooo

Non-executive Director
goooad

Independent non-executive Director
ooooooo

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.
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Ooobooboobgooo

Mr. Shi has over 14 years of experience in finance, accounting and 00oo0oDoooooooooooodooonoo
management, and joined the Group in June 2013. Mr. Shi served as a 0020130600 00000000020130600
vice general manager of financial budget and analysis department, a 1802000000000 0D00O0DODODOD
financial manager and an assistant director of financial centre of the 00000000 o0oDoDoo0o0oDo0o0oooooooo
Company from June 2013 to February 2018. Mr. Shi has been a 2017080 00000DODOODODDOODOOD
supervisor of Yucheng Fengming Food Co., Ltd. since August 2017. 0000000 oo2008010 02010060000
Prior to joining the Group, Mr. Shi worked for the finance department of 000000000 0oD0O0bODe2010060 02013
Qingdao Zhengda Co., Ltd. from January 2008 to June 2010, and ge0000ODOoO0O0oODDoOOoOoOoOoDDODOO
worked as a supervisor of the finance department of OSI Group (Weihai) goooopoz07070000000000000
Poultry Development Co., Ltd. from June 2010 to June 2013. Mr. Shi ooooooo

obtained a bachelor's degree in financial management from Qingdao
Agricultural University in the PRC in July 2007.

Non-executive Directors ooooo

Mr. Qiu Zhongwei, aged 55, a non-executive Director of the Company. Oo00oDOooss000o0o0ooooboobobOD2023
He was appointed as a Director on 18 January 2023. Mr. Qiu is a 010180 0000000000000 DOO0OOO
member of the remuneration committee of the Company (the 0OooDooomooo

“Remuneration Committee”).

Mr. Qiu has over 31 years of experience in corporate finance and Jooo0o0o0oooODbO0o0o0oooDoDOOO0oosio
private equity investment. He has been a partner and managing director gooopezolst4000ooopooooooDO
of PAG Asia Capital since April 2015. From 1990 to 2000, Mr. Qiu 0000000001990 200000000000
served as a vice president at Goldpark China Limited, a subsidiary of Goldpark ChinaLimited O O 00D OO0 0O 0O0ODOOOO
China Huaneng Group. Mr. Qiu has served as the managing director goobobOoz2005010001000000000
and managing partner at Hony Capital for 10 years from January 2005. 0o0o0D00oD0oDOooDooooooooooooo

Before that, he was the chairman of Yintai Holdings Limited. From July Jo0oo0obogz2006070 0205060000000
2006 to June 2015, he served as a non-executive director of Changsha 0000000000000 oooooooon
Zoomlion Heavy Industry Science and Technology Development Co., Jo0o0o0oo0oODb00o0oooooOoo1s700 0O
Ltd. (currently known as Zoomlion Heavy Industry Science and oofo0OoooooOoooooors7i DD OOboODO
Technology Co., Ltd.), a company listed on the Main Board of the Stock 000002019010 0202302000000 00
Exchange (stock code: 01157) and the Shenzhen Stock Exchange (stock 0o0o0ooooDoDooooOoooezol7Od120 00
O

code: 000157). He served as the chairman and the general manager of gooooooooooDoOooooooooo

Shanghai Baosteel Gases Co., Ltd. from January 2019 to February 000000 0OO0e0068300 0000 02020080 0
2023. He has been a director of Metro Land Corporation Ltd., a ooooDooooooODoOOoooooDoDoooon
company listed on the Shanghai Stock Exchange (stock code: 600683), 0OooopoOgoesssd oo oonOdDi1990
since December 2017; and a non-executive director of China Youran 00000oDoooooooDoooooooooo
Diary Group Limited, a company listed on the Main Board of the Stock 2030 0000000000000O0O0ODO0O0ODO
Exchange (stock code: 09858), since August 2020. Mr. Qiu obtained a oo0ooOoooooooooo

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.
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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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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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Ooobooboobgooo

SUPERVISORS
00

Incumbent Supervisors
gooad

Name
oo

Ms. Gao Jin (appointed on 18 January 2023)
000dodoz2023010180 000

Mr. Zhu Kaijie (appointed on 18 January 2023)
oo00o0obodDb2023010180000

Mr. Ma Xianwen (appointed on 18 January 2023)
000dododngz2023010180 000

Departure Supervisors
gooad

Name
oad

Mr. Zhang Jun (retired on 18 January 2023)
00000020230 10180 000

Mr. Chen Dehe (retired on 18 January 2023)
000000020230 10180 000

Ms. Lian Xianmin (retired on 18 January 2023)
000000020230 10180 000

Position in the Company
oooo

Shareholders representative Supervisor
gooooad

Shareholders representative Supervisor
oooooo

Employees representative Supervisor
gooooad

Position in the Company
oooo

Shareholders representative Supervisor
gooooad

Shareholders representative Supervisor
oooooog

Employees representative Supervisor
gooooad

The biographical details of the Supervisors are set out as follows: ooooooooon
Ms. Gao Jin, aged 41, is the chairperson of the board of supervisors of
the Company (the “Board of Supervisors”) and a Shareholders
representative Supervisor. She was appointed as a Supervisor on 18
January 2023.

obooboobobo4aooooooboboomuoooOooo
goooooboobbzozsbibisoooooooOn
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goboboudgboobogon

SENIOR MANAGEMENT
ooooO

Name
oo gooao

Mr. Xiao Dongsheng

ooooo oboo

Mr. Wang Zhixian

ooooo oooog
Mr. Meng Tao
ooood oooog

Ms. Zhou Jinying
ooooo oooo
Mr. Shi Lei
oooo

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

ooooooocoooooooobocooooooao

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

For biographical details of Mr. Xiao Dongsheng (O O O) and Mr. Shi
Lei (O O), 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.
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BIOGRAPHIES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

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”).

Jobooouodgooogon

ooooose0booooooooooooonooo
oooooooocooooooon

obObOoobDOoobDO0ooDbOoO0os340 000002013
Oz20000000002013020 0201301100
obooooboooooooO0o0ooon?2013011d
gzo0le0900000000000O000O0O0DOOCO
oobobOOoobzo0ie090 020180200 00000
ooooooo

ooooie89ds8ooooooooooood
obOoooobOooboboooooboozo02011000
ooooooooooooooobooobooo

ooboooosioocooocoooooooonooo
oooooooocooooooo

oooDoooboooooooOoDb2e0000000
18020 000000002018020 00000
obooobOoobzo2z20500202301000000
ooooooo

oooooooOb00OO0O0D0201e090 O20180 4
goobobooooobbooooobbooooon
gbooozoisp400zoo0100gdooooo
oooooooogo

ooobi19esdeOOOOOOOOOODOO
gooooboooo

ooooooooocooooboooooooooo
o@oooooooooboOoooOoooooboOooo
ooooooo@oooobobooooooooo
oob0ooooooOooooobOOoOoobooooooon
(b oooooooooOooooooOooooo
ood

Annual Report 2023 0 O

45



BIOGRAPHIES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT
Ooobooboobgooo

UPDATE ON DIRECTORS’ AND SUPERVISORS’ ooooooooad

INFORMATION

Change of Directors oood

The fourth session of the Board of Directors expired upon the 0000000000 020230 10180 00O O 2023
conclusion of the 2023 first extraordinary general meeting and the 2023 J0o0oo0obobOoDbO0o2230000KHO000O00O0O
first H shareholders class meeting of the Company held on 18 January JooooobooooobooooDOooouooboooDo
2023, and all directors of the fourth session of the Board of Directors 00000020230 10180 0000000000
retired from their positions as Directors at that time. On 18 January ooobooooooboooooboooOoooOooooo
2023, the appointments of the Directors of the fifth session of the Board goooo0ooooooobobouobooboooboo
of Directors, namely Mr. Xiao Dongsheng and Mr. Shi Lei as executive gooooOoboboobooboooboDOoboooobooDbo
Directors, Mr. Qiu Zhongwei, Mr. Lu Wei, Mr. Zhu Lingjie and Ms. Zhou 0000000o0oo0oooooOo20230 00000
Ruijia as non-executive Directors and Ms. Wang Anyi, Ms. Zhao Yinglin 00oo0ooO0o0oo0oo0oooOooDOooooooDOo
and Mr. Chung Wai Man as independent non-executive Directors, were ooog

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 oood

The fourth session of the Board of Supervisors expired upon the OO0oO0oo0oO00O00002023010180 000
conclusion of the 2023 first extraordinary general meeting and the 2023 20230 0 00000 obobDbz0230000HD DO
first H shareholders class meeting of the Company held on 18 January gooooO0oboooo0obooooOoooobooDbo
2023, and all Supervisors of the fourth session of the Board of J000o0Db0oD0020230101800000000
Supervisors retired from their positions as Supervisors at that time. On gooo0oo0oobODbDbOoOoooooDOooooo
18 January 2023, the appointments of the Supervisors of the fifth 0dooooooopD20 00000000000
session of the Board of Supervisors, namely Ms. Gao Jin and Mr. Zhu oodooooOoO0oooOoUOoDpDoUoUoooooooo
Kaijie as Shareholders representative Supervisors were approved by ooooooooooooboobooooooDoooo
the Shareholders at the 2023 first extraordinary general meeting of the oooo

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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REPORT OF BOARD OF DIRECTORS

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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REPORT OF BOARD OF DIRECTORS

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 (0O OO O OO0
00) (“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.

II.  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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Ill.  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 II(XXIl) 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).
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Oo0doao
INTERESTS AND SHORT POSITIONS OF 00000 ooobOooboooboooo
DIRECTORS, SUPERVISORS AND CHIEF 0dooooboooooooboooan
EXECUTIVES IN SHARES, UNDERLYING SHARES
AND DEBENTURES
As at 31 December 2023, the interests and short positions of the 020230 120310000000000000D0O0O
Directors, Supervisors and chief executives in any shares, underlying gooob0ooOo0oo0mbooooboooooooo
shares and debentures of the Company or any of its associated OXviloooooOoooooooboooooboo
corporations (within the meaning as defined in Part XV of the SFO), go00oo0oooooXxXvooroosooooooog
which were required to be notified to the Company and the Stock OoooO0oooO0oOoOo0O0ooO0ooooooooood
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including ooooooooooboooobbooooomoo
the interests and short positions which they were taken or deemed to DooDooO0oo0ooo3200000000000
have under such provisions of the SFO), or to be entered in the register goooopoUOoooDbOoDbODDbOoOoc300O
to be kept pursuant to section 352 of the SFO, or other wise required to goooobooooooobbooooooooDoOoog
be notified to the Company and the Stock Exchange pursuant to the opoog
Model Code as set out in Appendix C3 to the Listing Rules are as
follows:
The Company ooo
Approximate Approximate
percentage of percentage of
interest in the interest in the
relevant class total share
Name of Directors/ Nature of Class of Number of of Shares of the capital of the
Supervisors interest Shares Shares Company® Company®
oooooo
0ooo0o00 ooooooo
000000 Oooooooo
gooooono oooo ogood gooad ooogw ooo®@
Mr. Xiao Dongsheng® Beneficiary of a trust H Shares 3,216,000 (L) 0.60% 0.20%
ooooo@ ooooao HO
Mr. Shi Lei® Beneficial interest H Shares 528,666 (L) 0.10% 0.03%
oooo®e oooo HO
Beneficiary of a trust H Shares 857,334 (L) 0.16% 0.05%
ooooo HO
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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.

oo

ooo

1) pooooooHOOOOOOOOOOOOO

2) 00 01,045,000,0000 0000000 537,618,000
oooHOOOOODOO

3) ooooooooooobOoze0000000
goobz2021000000000000000000
ooooooboXxvoooooooooooooo
goooooooboOoobOOOO0OD0OO0OO00020230
120310 ,0020200 0000000000000
goooooooboooboOOoOO0OO0OO0O0O0202100
gpoooOoOoooooboOoOoOooooboboz021000
00 001,944,0000 O 857,3340 20210 0 00 000
oooo0ooO0oooo00o.a12%00.05%00 0000
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INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS IN THE SHARES
AND UNDERLYING SHARES

gogogogouoogoobooobgoboad
g

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

020230 1203100000000000000D00O
goooooboobooooobooboobooon
gbooboboooooobobbbsseb0000oon
oboooooboooooOoboOoooXvooz2od
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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:

sgioooooooooooobbooo

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®
oooooooo oooao
gooOooo0o O0OboOobOoobooo
oooo oooo oooo oooo ooooow ooooo®
Shan Weijian® Interest in controlled corporation Domestic Shares 992,854,500 (L) 95.01% 62.73%
oooe oooooo ooo
Interest in controlled corporation H Shares 137,265,505 (L) 25.53% 8.67%
oooooo HO
PAG Capital Limited® Interest in controlled corporation Domestic Shares 992,854,500 (L) 95.01% 62.73%
PAG Capital Limited® oooOooo ooo
Interest in controlled corporation H Shares 137,265,505 (L) 25.53% 8.67%
oooooo HO
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® oooooo 00O
Interest in controlled corporation H Shares 137,265,505 (L) 25.53% 8.67%
oooooo HO
PAG Asia IV LP® Interest in controlled corporation Domestic Shares 992,854,500 (L) 95.01% 62.73%
PAG Asia IV LP® oooOooo ooo
Interest in controlled corporation H Shares 137,265,505 (L) 25.53% 8.67%
oooOooo HO
PAG® Interest in controlled corporation Domestic Shares 992,854,500 (L) 95.01% 62.73%
oooo®@ oooooo ooo
Interest in controlled corporation H Shares 137,265,505 (L) 25.53% 8.67%
oooOooo HO
Pacific Alliance Group Limited® Interest in controlled corporation Domestic Shares 992,854,500 (L) 95.01% 62.73%
Pacific Alliance Group Limited® gooooo ooa
Interest in controlled corporation H Shares 137,265,505 (L) 25.53% 8.67%
oooOooo HO
Falcon Holding GP Limited® Interest in controlled corporation Domestic Shares 992,854,500 (L) 95.01% 62.73%
Falcon Holding GP Limited® goooooo ooo
Interest in controlled corporation H Shares 137,265,505 (L) 25.53% 8.67%
oooooo HO
Falcon Holding LP® Beneficial interest Domestic Shares 992,854,500 (L) 95.01% 62.73%
Falcon Holding LP® oooo ooo
Beneficial interest H Shares 137,265,505 (L) 25.53% 8.67%
oooo HO
Hwa-An International Limited Beneficial interest H Shares 34,909,000 (L) 6.49% 2.21%
Hwa-An International Limited oooo HO
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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®
00DO0o0oDOoo oooao
0oboobO0o bOoooOoDooo
oooo oooao oooo oooao oooooW ooooo®
Dragonstone Capital Management Investment manager H Shares 31,808,000 (L) 5.91% 2.01%
Limited
Dragonstone Capital Management ooog HO
Limited
CICFH New Dynamic Investment Beneficial interest H Shares 29,705,000 (L) 5.52% 1.88%
SPC
CICFH New Dynamic Investment oooo HO
SPC
Abu Dhabi Investment Authority® Interest in controlled corporation H Shares 156,679,000 (L) 29.14% 9.90%
Abu Dhabi Investment Authority® oooooo HO
Platinum Peony B 2023 RSC Limited®  Beneficial interest H Shares 156,679,000 (L) 29.14% 9.90%
Platinum Peony B 2023 RSC Limited® 000 O HO
Shum Yip Investment & Development  Interest in controlled corporation H Shares 33,042,000 (L) 6.15% 2.09%
Company Limited
Shum Yip Investment & Development 000000 HO
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 oooo HO
SPC Ltd.
Notes: ooo
(1) The calculation is based on the percentage of shareholding in Domestic (1) 0O0D0DU0D0ODO0OO0ODHOODODODODOODODOOOOO

Shares or H Shares, respectively.

The calculation is based on the total number of 1,045,000,000 Domestic

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

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

2
Shares in issue and 537,618,000 H Shares in issue.
(©)]
Holding LP.
4
Peony B 2023 RSC Limited.
(5) The letter “L” denotes a long position in the Shares.

@

(©)

“

®)

0 0 0 1,045,000,0000 0 00 OO0 O 537,618,0000
oooHOOOOODOO

0ooooooooooos346700000n0O0d
00000000 0O Pacific Alliance Group LimitedO
PAG Capital Limitedd PAG Asia Capital GP IV Limitedd
PAG Asia IV LP0O Falcon Holding GP Limited O Falcon
HoldingLlPO O O O OO OOO0DOOOOOOOOO
0 OO Pacific Alliance Group LimitedO PAG Capital
LimitedJ PAG Asia Capital GP IV Limitedd PAG Asia IV LP
0 Falcon Holding GP Limitedd O O O Falcon Holding LP
00 0992,854,5000 O O 00O 137,265,5050 HO O O
gpooooo

Platinum Peony B 2023 RSC Limited J Abu Dhabi Investment
AuthorityD 0 O 0O O O O O Abu Dhabi Investment Authority
00 0 0 O 0O Platinum Peony B 2023 RSC Limitedd O O
156,679,000 0 0 000 00O0O

gboLoooooooo

Annual Report 2023 0 O

59



60

REPORT OF BOARD OF DIRECTORS
ooood

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

oo

googogo

(020230 10 2800 0 0 O O O Falcon Holding LPT] Falcon(T]

00000000000 0000O0D000Falcon
oooooooooobobDoOOob00oO2023010d
2800020240 102700000000 O0O0OO
0000020230 020240 120310000000
ooooooooboooOooooooOooOoon
oO0oo0O0mmooaoagsetoo0od 00O 13,591,0000 0
obobzoz240120310 000000000000
202401027000 0000000 OODOOOOO
o0MmooO0ooo0oooo0ooooobn0202401
Ozr00oooO0o0ooo0ooooooboDbOooDOoo
OO0OO0OO0CFRalconDOOOOOODOODOOOO
O0000000FalconD O O0O0OCOOO0ODOOO
ooo0002z024010280 002025010270 00
00000020240 120310 020250 120 310 0
oooobooooooooboobobooobOooboOon
oooooo00oO0oooooooooooo)ymoo
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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
gooood

obooboobOgobO0z0230120310 0000000
gboboooobooooobooooboo

For the year ended
31 December 2023
0020230120 310000

Actual
accumulated/
maximum
Annual cap amount
gogooo
gooad ogood
(USD’000) (USD’000)
oooooo oooooo

Continuing connected transaction subject to the annual reporting and announcement requirements

00ooooooooooooooogag
Loan Framework Agreement
oooooo

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.
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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 oo

After the Board of Directors has decided to make a grant to any gooooobooooboobogobobboobo
selected employee, the Board of Directors shall send a grant notice to gooob0ooduooobbooooooboboooo
such selected employee with a copy thereof to the BOC Trustee within g0oo0b0o00o00oO00obD0oDbOoDOoDbOobODOOo
14 business days after the grant was made. Such selected employee JooooooOoO0ooo0oooDDuM4oDDODDbOOo
shall confirm acceptance of the awarded shares by signing and 0oo0ooD0o0oo0ooo0ODoDbOO0oO0oo0ooDoDDoDOooooD
returning to the Board of Directors the acceptance form within 14 ooood

business days after the date of the relevant grant notice.

Vesting and Conditions oooon

The Board of Directors is entitled to impose any conditions (the “2020 oooooooocOoooz22000000000
Vesting Conditions”) as it deems appropriate in its absolute discretion goooooDoDbOoO0oOooOooOomz0200000
with respect to the vesting of the 2020 Awarded Shares on the selected gdoooooooboobogoboboz2000000O
employee, and shall set out the relevant 2020 Vesting Conditions and gpozo020000000

the 2020 Awarded Shares in the relevant grant notice.

Subject to the terms and conditions of the 2020 Share Award Scheme gozoo0000ooODO0OOO0OoOODOOOn2020
and the fulfilment of all 2020 Vesting Conditions on such selected gooooooobobbooooobooooo
participant as specified in the 2020 Share Award Scheme and the gboboooobooboz2o0bo00b0oboboo
relevant grant notice, the respective awarded shares held by the BOC gooobobooooobooooboooboDbo
Trustee on behalf of the selected participant shall vest in such selected goooO0o0o0oobObboOooooDbOooooo
participant in accordance with the vesting schedule as set out in the oopooooooooDoooo

relevant grant notice.

On 26 June 2020, the Board of Directors granted to 18 selected J20200602c000 000020200 000000
participants 2,050,000 2020 Awarded Shares under the 2020 Share 01800000 0O0O02050,0000202000 000
Award Scheme (the “Planned Share Award”), all of which were vested MoooobUfooooooooooooouooo
to the selected participants (less those cancelled and/or lapsed), ODooDoo0oo0obDoDO0oo00o@oooooDOoo
representing in aggregate 89.8% of the Planned Share Award. As at 31 00 089.8%0020230120 31000000000
December 2023, the BOC Trustee held 210,000 H Shares. 0 0 210,000HO O
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The table below sets out the movements of 2020 Awarded Shares
during the period from 1 January 2023 to 31 December 2023:

googg

00000202301010 0202301203810 00
000000000

Number of awarded shares

oooooo
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 (HK$)  (HKS)Note 3iNote 9
0020230 0020230
gpoooo goooo
goo 020230 gooHDOO OO00OHDD
020230 ooo ooo ooo 120 310 ooao ooo
oo oooo 00oopeeew 1010 oo oo 0o oooo 0000 ooo@eesesnso
Directors
00
Mr. Xiao Dongsheng " ? 26 June 2020 30 June 2023 60,000 — 60,000 — — 1.52
voues 20200 60 260 20230 60 300
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 2023)"ete 3 (Nete &)
00000002022050310 20200 60260 20230 60 300
ooooooooo
020230 10 180
D D HEC‘JHDDES
Mr. Shi Lei (appointed as executive 26 June 2020 30 June 2023 20,000 — 20,000 — — — 152
Director on 31 May 2022)"° ¢
00000020220 50 310 20200 60 260 20230 60 300
0ooooooope”
Supervisor
0o
Ms. Lian Xianmin 26 June 2020 30 June 2023 10,000 — — 10,000 — — —
(retired on 18 January 2023) (Note 4)
ooooo 20200 60 260 20230 60 300 ooo4o
002023010180000
Senior Management
ooooo
Mr. Wang Zhixian 26 June 2020 30 June 2023 16,000 — 16,000 — — — 1.52
ooooo 20200 60 260 20230 60 300
Mr. Meng Tao 26 June 2020 30 June 2023 35,000 — 35,000 — — — 1.52
oooo 20200 60 260 20230 60 300
Other Selected Employees 26 June 2020 30 June 2023 119,000 — 119,000 — — — 1.52
oooooo 20200 60 260 20230 60 300
Total 295,000 — 285,000 10,000 — —
oo
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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.

SHANDONG FENGXIANG CO., LTD. U 0OO0OO00ooogno
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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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Oo0doao
The table below sets out the movements of 2021 Awarded Shares 0000 02023010100 202301203100 O
during the period from 1 January 2023 to 31 December 2023: 2021000000000
Number of awarded shares
gooooo
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 thedate of grantin  before the vesting
1January  duringthe  duringthe  duringthe 31 December 2023 date in 2023
Name Date of grant Vesting date® 2023 yeare? year  year(®? 2023 (HKg)"er2 (HK)Mote )
0020230 0020230
goooo goooo
ooo 1020230 000OHOD
020230 ooo ooo ooo 120310 goo
0o oooo 0oopeeee 1010 oo oo goQoeee«  pgoooeeee ooogee#
Directors
oo
Mr. Xiao Dongsheng ¢ 10 December 2021 30 June 2023 2,916,000 — 972,000 — 1,944,000 — 152
oooaopoese 20210 1200 100 20230 60 300
Ms. Zhou Jinying (appointed as 10 December 2021 30 June 2023 2,430,000 — — 810,000 1,620,000 — 152
executive Director on 31 May 2022
and retired on 18 January 2023)"¢9
000000020220 50 310 20210 1200 100 20230 60 300
gooooooo
002023010180 00079%
Mr. Shi Lei®©9 10 December 2021 30 June 2023 486,000 800,000 428,666 — 857,334 152 152
goopeeoes 20210 1200 100 20230 60 300
Supervisor
oo
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)
ooooo 20210 120 100 20230 60 300
0D20230101800000
002023060300000
Senior Management
goooa
Mr. Wang Zhixian 10 December 2021 30 June 2023 350,100 — 116,700 — 233,400 — 152
goooa 20210 120 100 20230 60 300
Mr. Meng Tao 10 December 2021 30 June 2023 583,200 — 194,400 — 388,800 — 152
gooo 20210 1200 100 20230 60 300
Highest-paid Employee 10 December 2021 30 June 2023 729,000 — 243,000 - 486,000 — 1.52
(excluding Directors and
Senior Management)™?
oooooo 20210 120 100 20230 60 300
oooooooooooopeee
Other Selected Employees 10 December 2021 30 June 2023 13,931,700 - 2,599,566 3,279,597 8,052,537 — 1.52
oooooo 20210 120 100 20230 60 300
Total 21,717,600 800,000 4554332 4,381,197 13,582,071 — 152
oo
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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 (00O OO 0O) of the China
Securities Regulatory Commission (000000000 0O0O) 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. (DO0O0OD0OO000000) (“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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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
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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 (0 0 00O QO0O0O00O0O
00000 oooaoo (the “Decision”), which includes the repeal of
Special Regulations on the Overseas Offering and Listing of Shares by
Joint Stock Limited Companies (0 00000000000 OO0O
00000000 0OD0O) 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 0 0 0 O 0 O
0o0o0DoDooDooDooooooO (the “Trial Measures”) and
relevant guidelines, which includes the repeal of the Notice on the
Implementation of the Mandatory Provisions for Companies Listing
Overseas 00000 O0DO0O0OOODOOODOODOOOOON.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 0 0 0 O O O O O O 0) instead of the
Mandatory Provisions for Companies Listing Overseas 0 0 0O O O
000000000 (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 (i)
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
gualified 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 (0 O 0O 0O O O
00 0O0) and an administrator (the “Administrator”) has been
appointed by the court according to the Enterprise Bankruptcy Law of
the People’s Republic of China QO OO0 000 O0O0O0OO0O). 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 (O O O 0O 0O O O). 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* (0 O 0 0O O O
OO0O0O0000) (http://pccz.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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ogoooao

MEMBERS OF THE BOARD OF DIRECTORS ooood
As at the date of the Report of Board of Directors, the composition of oooo