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MAJOR FINANCIAL INDICATORS AND KEY OPERATING DATA
Dooooo@ooooon

KEY FINANCIAL DATA

gooogoo
For the six months ended 30 June
ooed3pnoonOO
2023 2022
20230 20220
RMB’000 RMB’000
ooooo ooooao
(Unaudited) (Unaudited)
gooooo gooood
Revenue oo 2,436,545 2,443,273
Gross profit oo 282,227 222,336
Profit/(loss) before biological assets fair value goooooooooo
adjustments oomooo 71,792 (60,920)
Net profit/(loss) ooomoog 82,095 (70,937)
Net profit/(loss) attributable to shareholders of gooooooD
the parent company ooomoooo 82,095 (70,937)
Basic earning/(loss) per share (in RMB) oooooomoogo
oooooo 0.06 (0.05)
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KEY OPERATING DATA

gooon

()
CIAL IND RS AN} KE\| RATING DATA

ooooon
White-feathered broilers bred White-feathered broilers processed
ogooooon goooood
unit: million birds unit: million kg
oooooo ooooooo
7.7
72.2 161.7 159.0
:Z 7
ofo .70
Six months ended 30 June 2022 Six months ended 30 June 2023 Six months ended 30 June 2022 Six months ended 30 June 2023
0 020220 60 300 0 020230 60 300 0 020220 60 300 0 020230 60 300
gooo gooo oooo oooo
Sales volume of processed chicken meat products Sales volume of raw chicken meat products
ooooooodao goooooo
unit: million kg unit: million kg
ooooooo ooooooo
60.8 121.0 1064
54.7 .
A% -
Six months ended 30 June 2022 Six months ended 30 June 2023 Six months ended 30 June 2022 Six months ended 30 June 2023
0 020220 60 300 0 020230 60 300 0 020220 60 300 0 020230 60 300
gooo gooo oooo oooo

Sales volume of chicken breeds
goono

unit: million birds
oooooo

19.1
14.2

Six months ended 30 June 2022 Six months ended 30 June 2023
[0 020220 60 300 [0 020230 60 300
oood ooog
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MARCH
o0

In March, in the convenience store channel, which is the closest to
consumers, “0 O (iShape)” (“iShape”) has covered in aggregate
over 60,000 physical stores through the cooperation with quality
convenience store enterprises such as Lawson, 7-Eleven, and
Bianlifeng; and iShape was awarded “Annual Best Partner” by
Lawson.

300000000 o0oo0ooO0Oo0o0@oomoobon
0071100 0000000000000000000e600
goo0ooooooOoooooooooom
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MAJOR EVENTS
OO0

' __ X+ E200

e

In March, “0 O O O (Fovo Foods)” (“Fovo Foods”) garnered a substantial
fan base through its competence. It made an impressive appearance at
the 11th China Ingredients E-commerce Festival in 2023, and splendidly
showcased over a hundred types of products including group meals,
Chinese and Western-style fast food, supermarket convenience series,
iShape series and innovative ingredient series.

3000000000000 0000mMmOooo0o0202300000
gO0O000o0OobooooooOoOoOoO0oO0oO0OO0OO0OO0O0O0O0O0000
o0o0o0o0oo0ooooooooon0ooo

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

30000000000000000D0DDO0O000D0OO0OO0
0Do00oo0o0o000mo0o0m@ooooooooooao
gooOobDO0oDO0ODO0ODESGIODOOOOOOOOOOOOO
oooo

In March, iShape’s brand has been visually refreshed and launched.

30000000ooo0ooo
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MAJOR EVENTS
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APRIL
OO

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

40000000000000o0oo0ooOooOooOOOOCOOOOoOoOoooOooooo
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JUNE
OO

In June, the highly anticipated GUnggUng 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.

6000 00000000000000000000O00O00O00O00OO
goooooooooOoboooooooo
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In June, Fengxiang participated in the 2023 China
Cantonese Cuisine Ingredient E-commerce Festival with



MANAGEMENT DISCUSSION AND ANALYSIS

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

COMPANY PROFILE
Introduction

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

The Group is principally based in Shandong in the PRC and produces
and sells processed chicken meat products and raw chicken meat
products mainly from white-feathered broilers. The main products
include (i) processed chicken meat products; (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.
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MANAGEMENT DISCUSSION AND ANALYSIS

Chicken Breeds

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

Other Products

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

BUSINESS REVIEW

In the first half of 2023, opportunities and challenges coexisted as
China’s economy gradually recovered. Although the industry prosperity
of white-feathered broiler recorded a period-on-period growth, the
related consumption performance slightly declined in the second
quarter. As a result, the Group is still facing multiple challenges. During
the Reporting Period, benefiting from the support of Pacific Alliance
Group (“PAG”) and at the same time, relying on the refined
management of the Group’s management and all employees, and fully
unleashing the advantages of synergistic development of the Group’s

D@t ooood
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MANAGEMENT DISCUSSION AND ANALYSIS

Oo00whoond

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

Business Highlights

1. New Centralised Procurement Business Continued
its Growth Momentum

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

During the Reporting Period, in the face of a drop in pork prices

which led to lower average retail price of chicken meat, the Group
adopted the quick follow up with customer demand strategy,

SHANDONG FENGXIANG CO,, LTD. O OO 0000000
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MANAGEMENT DISCUSSION AND ANALYSIS

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

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

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

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

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

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

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

New Retail Business Remained as a Leader

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

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

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

SHANDONG FENGXIANG CO,, LTD. O OO 0000000
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MANAGEMENT DISCUSSION AND ANALYSIS
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MANAGEMENT DISCUSSION AND ANALYSIS
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Development initiatives: adhering to the two
principles of “continuing”, further enhancing the
Group’s operating efficiency and effectiveness to
realise steady and sustainable high quality growth.

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

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

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

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

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

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

SHANDONG FENGXIANG CO,, LTD. O OO 0000000
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(2)

MANAGEMENT DISCUSSION AND ANALYSIS

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

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

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

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

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

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

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

D@t ooood

goboobooooboobooono
gboooobooooobooboooao
gooobooobooobogoooboobo
ooooooooooboooooooao
oo

I I o A

oooboooOoDbDOobOobooboooooo
goooboooooooooboooood
goocooocoooooobooobooooo
ooooo

O oOooo

ooooooooooooooon
oonoorm

obooboboobooboboobooooboao
gboooboooobobobooobooooo
goobooboooooooboooboo
ooooooooooobobooooooao
ood

ocoobooooooooooooooboo
cooooooooobobooooooao
coocoOooooooooooooobooo
ooooooooobocooooooo

gboooooooooooooooao
oooooocooooooooooo
ooocoo0ooooOoOoooooboo
ooo

O oOooo
Oo0oogoo

gooooocooooooooooao
oboooooooooboooooooao
gooooocoooooocooboooao
gooooocooboooobooobooaon
gooooooooooooobooaon
ooooo

O Ooo0oooOoao
O 0Ooo0ooo

Interim Report 2023 00 O 00 O

17



18

MANAGEMENT DISCUSSION AND ANALYSIS

Oo00whoond

FINANCIAL REVIEW

Overall performance

In the first half of 2023, the Group experienced a decrease of 0.3% in
revenue as compared to that of the first half of 2022. There was an
increase of 26.9% in gross profit and the Group recorded a net profit of
RMB82 million while it was loss-making in the corresponding period in
2022. The basic earning per share was RMB0.06 for the first half of
2023. Set out below is the detailed information on the fluctuations in the

Company’s results for the six months ended 30 June 2023.
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Six months ended 30 June
goen300000¢0O

2023 2022 Change

Iltems oo 20230 20220
RMB’000 RMB’000 (%)

goooad goood

(unaudited) (unaudited)

googooo gooooao
Total operating revenue ooooo 2,436,545 2,443,273 -0.3
Operating costs oooao 2,154,318 2,220,937 -3.0
Selling expenses good 84,768 173,016 -51.0
Administrative expenses gooog 52,892 48,133 +9.9
R&D expenses gooao 13,142 15,471 -15.1
Finance costs oooo 41,667 23,551 +76.9
Other gains oooog 4,821 953 +405.7

Profit/(loss) before biological assets goooooboooo

fair value adjustments oomooo 71,792 (60,920) —
Total profit/(loss) oomoooog 83,726 (66,754) —
Net profit/(loss) goomogo 82,095 (70,937) —
Gross profit ooo 282,227 222,336 +26.9
Gross profit margin ooo 11.6% 9.1% +27.3
Net profit margin ooo 3.4% (2.9%) —
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MANAGEMENT DISCUSSION AND ANALYSIS
Dt oooog

Operating costs

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

Administrative expenses

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

Selling expenses

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

R&D expenses

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

Oo00whoond

Finance costs oood
Six months ended 30 June
goe0300000O0O
2023 2022
20230 20220
RMB’000 RMB’000
ooooo ooooao
(Unaudited) (Unaudited)
goooogd goooogd
Interest expenses oooa 48,613 47,788
Including: Interest expenses for lease liabilities ooooooooooo 6,073 5,511
Interest income oooog (2,734) (18,705)
Exchange losses oooog (3,956) (7,467)
Handling fees and others oooooo (256) 1,935
Total oo 41,667 23,551

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

Analysis on Capital Resources
Liquidity and Capital Resources

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

Capital Structure

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

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

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

Contingent Liabilities and Pledge of Assets

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

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

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

Oo00whoond

Human Resources

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

BUSINESS OUTLOOK
1. Challenges and risks

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

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

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

to capture the market share quickly; and

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

3. High-quality growth strategies at current stage

(1) refine management to further enhance management efficiency,

thereby reducing costs and increasing efficiency;

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

market share in important customers;

(3) continue to attract outstanding talents to join us, and further
stabilise and optimise our operation, management team
through continuous innovation intelligently and step-by-step

implementation of medium- and long-term incentives;

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

risk;

(5) further enhance the Group’s breeding capacity.
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CHANGES IN.SHARE CAPITAL AND SHAREHOLDINGS OF
SUBSTANTIAL SHAREHOLDERS
OOo00@boooooan

INTERESTS AND SHORT POSITIONS OF obooooboobuoouooboo
SUBSTANTIAL SHAREHOLDERS IN THE 00
SHARES AND UNDERLYING SHARES

Jz0230e603000000000MO00MMOOOO
gbooboooboboooomoomooooboooo
goooooooobooooooooboobDbo
tdooobooooOmosssoooooood
oboobobobobooouobobboXvoozboOosd

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

24

section 336 of the Securities and Futures Ordinance (the “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:

oooooooboooooboooboog

Approximate
percentage of

interest in the relevant

Approximate
percentage of
interest in the total

Number of class of Shares of share capital of
Name of Shareholders Nature of interest Class of Shares Shares the Company® the Company®
oooooooo oooo
oooooono gooooooo
oooo oooo 0ooo oooo goooo® ooooo®
Shan Weijian® Interest in controlled Domestic Shares 992,854,500 (L) 95.01% 70.92%
corporation
oooe oooooo ooo
Interest in controlled H Shares 217,785,505 (L) 61.35% 15.56%
corporation
oooooo HO
PAG Capital Limited® Interest in controlled Domestic Shares 992,854,500 (L) 95.01% 70.92%
corporation
PAG Capital Limited® oooooo ooo
Interest in controlled H Shares 217,785,505 (L) 61.35% 15.56%
corporation
oooooo HO
PAG Asia Capital GP IV Limited® Interest in controlled Domestic Shares 992,854,500 (L) 95.01% 70.92%
corporation
PAG Asia Capital GP IV Limited® oooooo ooo
Interest in controlled H Shares 217,785,505 (L) 61.35% 15.56%
corporation
ooooog HO
PAG Asia IV LP® Interest in controlled Domestic Shares 992,854,500 (L) 95.01% 70.92%
corporation
PAG Asia IV LP® oooooo ooo
Interest in controlled H Shares 217,785,505 (L) 61.35% 15.56%
corporation
oooooo HO
PAG® Interest in controlled Domestic Shares 992,854,500 (L) 95.01% 70.92%
corporation
oooo® oooooo ooo
PAG® Interest in controlled H Shares 217,785,505 (L) 61.35% 15.56%
corporation
oooo® oooooo HO
Pacific Alliance Group Limited® Interest in controlled Domestic Shares 992,854,500 (L) 95.01% 70.92%
corporation
Pacific Alliance Group Limited® oooooo ooo
Interest in controlled H Shares 217,785,505 (L) 61.35% 15.56%
corporation
oooooo HO
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DIRECTORS, SUPERVISORS AND SENIORIMANAGEMENT

ob@abuoooggn

DIRECTORS

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

SUPERVISORS

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

SENIOR MANAGEMENT

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

CHANGES IN DIRECTORS, SUPERVISORS AND
SENIOR MANAGEMENT

Change in Directors

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

Change in Supervisors

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

Save as disclosed above, during the six months ended 30 June 2023
and up to the date of this interim report, there has been no change in
Directors, Supervisors and senior management of the Company, and
there is no other information that is required to be disclosed pursuant to
Rule 13.51B(1) of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (th¢ Listing Rules™).
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SIGNIFICANT EVENTS
Oo0u

CORPORATE GOVERNANCE

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

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

CORPORATE GOVERNANCE CODE

Compliance with the Corporate Governance Code

During the six months ended 30 June 2023, the Company has complied
with all the applicable code provisions of the Corporate Governance
Code (the “CG Code”) as set out in Appendix 14 to the Listing Rules.

The Company will continue to review and monitor its corporate
governance practice to ensure compliance with the CG Code.
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SIGNIFICANT EVENTS
Oo0u

INTERIM DIVIDEND

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

CONTINUING CONNECTED TRANSACTIONS

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

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

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

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

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

IMPLEMENTATION OF EQUITY INCENTIVE PLAN
2020 Share Award Scheme

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

Purposes

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

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

Administration

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

Duration

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

Scheme Limit and Entitlement

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

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

Grant

After the Board of Directors has decided to grant the awarded shares to
any selected employee, the Board of Directors shall send a grant notice
to such selected employee with a copy thereof to the BOC Trustee
within 14 business days after the grant was made. Such selected
employee shall confirm acceptance of the awarded Shares by signing
and returning to the Board of Directors the acceptance form within 14
business days after the date of the relevant grant notice.
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Ooou
The table below sets out the movements of the 2020 Awarded Shares 000 00202301010 02023060300 O O
during the period from 1 January 2023 to 30 June 2023: 220000000000
Number of awarded Shares
oooooo
Closing price of
Closing price of ~ the Company’s
the Company’s H Shares
Cancelled/ H Shares immediately
Granted Vested lapsed immediately before the
Asat duringthe duringthe during the  Outstanding before the date  vesting date in
Vesting 1January Reporting Reporting Reporting asat30June of grantin 2023 2023 (HK$)M"eed
Name Date of grant date™e? 2023 Period Period Period 2023 (HK$)Nere2) (Note 5
0020230
0020230 goooo
020230
020230 00OO0OO OOOOOD OOOOOD 60300
oo gooo 1010 oo 0o DOoooo gooo
Directors
0o
Mr. Xiao Dongsheng 26 June 2020 30 June 2023 60,000 — 60,000 — — — 1.52
ooooo 20200 60 260 20230 601 3000
Ms. Zhou Jinying™e? 26 June 2020 30 June 2023 35,000 — 35,000 — — — 1.52
(appointed as executive Director on 31 May
2022 and retired on 18 January 2023)
0oooooPees 20200 600 260 20230 601 3000
oooooooooooooooooon
ooooooooooooooooo
Mr. Shi Lei 26 June 2020 30 June 2023 20,000 — 20,000 — — — 1.52
gooo 20200 60 260 20230 60 300
Supervisor
oo
Ms. Lian Xianmin 26 June 2020 30 June 2023 10,000 — — 10,000 — — 1.52
(retired as a Supervisor on 18 January 2023 (ote 4
and resigned on 30 June 2023)
gooooo 20200 60 260 20230 601 3000
002023010180 000000020230
60300000
Senior Management
gopooo
Mr. Wang Zhixian 26 June 2020 30 June 2023 16,000 — 16,000 — — — 1.52
gooooo 20200 600 2600 20230 601 3000
Mr. Meng Tao 26 June 2020 30 June 2023 35,000 — 35,000 — — — 1.52
oooo 20200 60 260 20230 601 300
Other Selected Employees 26 June 2020 30 June 2023 119,000 — 119,000 — — — 152
gooooo 20200 600 260 20230 601 300
Total 295,000 — 285,000 10,000 — — 1.52
oo
Notes: ooo
1. The 2020 Awarded Shares granted on 26 June 2020 shall be vested in four 1. 02020060260 00020200 000000000
tranches with the vesting schedule as follows: (i) as to 40% of the 2020 00000000000 2020090 300 O 20200
Awarded Shares on 30 September 2020; (ii) as to 20% of the 2020 Awarded 0000 O40%0 (i)0 20210 60 300 0O 20200 O O
Shares on 30 June 2021; (iii) as to 20% of the 2020 Awarded Shares on 30 0 0O 0O 20%0 (iii)0 20220 60 300 0 20200 0 O OO
June 2022; and (iv) as to 20% of the 2020 Awarded Shares on 30 June 2023. 0 20%0 O (iv)0 20230 60 300 020200 0 O O OO
20%0
2. No H Shares under the 2020 Share Award Scheme were granted during the 2. 0000020230603000000000020200
six months ended 30 June 2023. The purchase price of the unvested share ooooOooOooodHDOOO20230603000000
awards as at 30 June 2023 was nil. goooooooooo

3. Closing price of the H Shares immediately before the suspension of trading 3. 0DOHOD202302020 00000000000
of the H Shares on the Stock Exchange on 2 February 2023. ooo

4. The outstanding awarded Shares (unvested) as at 30 June 2023 were 4. O00000O00O0OO0O0O020023060300000000
lapsed due to Ms. Lian Xianmin’s resignation. goooooooooo

5. The weighted average closing price of the H Shares vested during the 5. 0000000 O0OHOO2023020200HO0 0000
Reporting Period before 2 February 2023, the date on which trading of the gooooOooooooOoooois52000

H Shares on the Stock Exchange was suspended, was HK$1.52.
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Scheme Limit and Entitlement

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

Grant

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

Vesting and conditions

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

On 10 December 2021, an aggregate of 23,487,800 2021 Awarded
Shares were granted to 63 selected participants the by the Board of
Directors under the 2021 Share Award Scheme, and 2,609,800
reserved Shares will be kept for the time being in the pool of the Trust
Fund as reserve for future grants of the 2021 Awarded Shares to the
selected employees (the “Reserved Shares”). 4,043,700 2021
Awarded Shares were granted to the Connected Selected Employees.
The number of the 2021 Awarded Shares underlying the relevant
awards represents 23,487,800 H Shares. The 2021 Awarded Shares
and the Reserved Shares shall be purchased from the open market out
of cash contributed by the Group. As no new Shares will be issued by
the Company pursuant to the grant, it will not result in any dilution effect
on the shareholdings of existing Shareholders. For details, please refer
to the Company’s announcement dated 10 December 2021. As at 30
June 2023, the Futu Trustee held 16,845,334 H Shares.
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The table below sets out the movements of the 2021 Awarded Shares 0000 D0202301010 02023060300 0 O
during the period from 1 January 2023 to 30 June 2023: 2021000000000

Number of awarded Shares

oooooo
Closing price of
the Company’s
Closing price of H Shares
the Company’s immediately
Granted Cancelled/ H Shares before the
during Vested lapsed immediately vesting
As at the duringthe during the  Outstanding before the date in 2023
Vesting date 1January Reporting Reporting Reporting asat30June date of grant in (HK$)Moe
Name Date of grant (Note 1) 2023 Period Period Period 2023 2023 (HK$)Mwe? hote )
0020230
0020230 ooooo
oool  pgoogwoo
020230 OO0OHOO
020230 OOOOO OOOOCO OOOOOD 60 300
oo oooo 1010 oo 00 0000D oooo
Directors
oo
Mr. Xiao Dongsheng 10 December 2021 30 June 2023 2,916,000 — 972,000 — 1,944,000 — 1.52
goooo 20210 120100 20230 60 300
Ms. Zhou Jinying 10 December 2021 — 2,430,000 — — 810,000 1,620,000 — 1.52
ooooo 20210 120 100
(appointed as executive Director on 31 May
2022 and retired on 18 January 2023)
oooooooooooooooooon
ooooooooooooooooo
Mr. Shi Lei 10 December 2021 30 June 2023 486,000 — 162,000 — 324,000 — 1.52
oooao 20210120 100 20230 60 300
Supervisor
oo
Ms. Lian Xianmin 10 December 2021 — 291,600 — — 291,600 — — 1.52
(retired as a supervisor on 18 January 2023 oed
and resigned on 30 June 2023)
gooooo 20210 120 100
0020230101800 000 000 20230
60300000
Senior Management
ooooo
Mr. Wang Zhixian 10 December 2021 30 June 2023 350,100 — 116,700 — 233,400 — 1.52
ooooo 20210120 100 20230 60 300
Mr. Meng Tao 10 December 2021 30 June 2023 583,200 — 194,400 — 388,800 — 1.52
goooo 20210120100 20230 60 3000
Other Selected Employees 10 December 2021 — 14,660,700 — 2842566 3,117,597 10,158,537 — 1.52
(Note 4)
gooooo 20210 120 100 bona
Total 21,717,600 — 4,287,666 4,219,197 13,210,737 — 1.52
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. No H Shares under the 2021 Share Award Scheme were granted during the
six months ended 30 June 2023. The purchase price of the unvested share
awards as at 30 June 2023 was nil.

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

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

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

DIRECTORS’ AND SUPERVISORS’ SECURITIES
TRANSACTIONS

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

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

Save as disclosed in this interim report, as at 30 June 2023, none of the
Directors or Supervisors directly or indirectly had any material interest
in any material transaction, arrangement or contract in relation to the
Company’s business, to which the Company, any of its subsidiaries or
fellow subsidiaries, if any, was a party.

SHANDONG FENGXIANG CO,, LTD. O OO 0000000

ooo

20210120 11000020210 000000000
0000000000 20230 40 300 0202100
000000000 20240 40 300 02021000
00000000 @)02025040 300 020210 O
0000000000 020230403000002021
oo00o00000000020230603000

Ooooooao

N
O

oo00020230603000000000020210
Oo0o00o00b00HrHOOO020230603000000
oooooooooo

[ |

3. 00OHODO20230202000000000000
oo

[}

4. 0000O0O0O00O0OCOOOOOOO0O202306030
oobooooooooobooooo

O

5. 0000000O0HOO2023020200H00000
ooo0obooo0oooobobooono1s2000

O

googoooooon

gbooobObuooooboobooboboobooo
gooooooooooboobOoooobOImo
goooooooooooooDbODbDbDOO0OO0OOD
obooooooobooooocOooboooOooon
oobobOoobzo2b0e03onoOooboOOOOn
ooooooooooooo

oo oooooognoad
g

ooboobO0oDbOO0oO0Oo0oO0obOboz0230e60 300000
goooooboooobooooobooobooobo
Oooooooobobboooooobbooooo
goooooobooOooooobocoOoooooo



INTERESTS AND SHORT POSITIONS OF
DIRECTORS, SUPERVISORS AND CHIEF
EXECUTIVES IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 June 2023, the interests and short positions of the Directors,
Supervisors and chief executives in any Shares, underlying Shares and
debentures of the Company or any of its associated corporations (within
the meaning as defined in Part XV of the SFO, which were required to
be notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including the interests and
short positions which they were taken or deemed to have under such
provisions of the SFO), or to be entered in the register to be kept
pursuant to section 352 of the SFO, or otherwise required to be notified
to the Company and the Stock Exchange pursuant to the Model Code
as set out in Appendix 10 to the Listing Rules are as follows:
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oooooboooDOoss200000000000
oo0boooboOooooomoooooooooDOoo
oooobooobooooooobooooOoooobooao
oooo

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®™td  Company®™°©?
oooooo
0ooo0o0o0 ooooooo
0oo0o0o0o00 ooooooo
ooooooog oooo oooo oooo ooog®ey ooo®ea
Mr. Xiao Dongsheng®™te® Beneficiary of a trust H Shares 3,216,000 (L) 0.91% 0.23%
ooooo®n ooooao HO
Mr. Shi Lei®ee?) Beneficiary of atrust ~ H Shares 586,000 (L) 0.17% 0.04%
oooo®es ooooao HO
Notes: ooo

@

@)

(©)

4)

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

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

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

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

(1) 0OOoO0O0O0oOooOHOODOOOOOOOOOOO

(2) 00 01,045,000,0000 OO0 00O OO 355,000,0000
oooHOOOOODOO

3 ODO0DO0OOOO0OOO0OO0OO0OO0OO0OO0O2200000000
gobz02100000000000000O00O000
ooo0oO0ooooXvoooooooooooooao
ooo0o0ooo0o00oo0oo0o0o0O0oo00O0O0oo?2o023
ge03p00C0O0O0O00O0O0O0O0OO0B?2020000
oooooooOooooooooooooOoooan
000000000 20230603000000002021
gooooobooozo22100000C0O0O0O00OO
1,944,0000 0 3240000 0 00D OODODOOOOO0OOO
000014%0002%0 00000000

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

PURCHASE, SALE OR REDEMPTION OF THE
LISTED SECURITIES

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

DIRECTORS’ AND SUPERVISORS’ RIGHTS TO
ACQUIRE SHARES OR DEBENTURES

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

OTHER EVENTS
Proposed Initial Public Offering of A Shares

On 29 January 2021, the Board of Directors resolved and approved to
commence the relevant preparation related to the proposed initial public
offering of A shares of the Company. The Company has engaged
Huatai United Securities Co., Ltd as the pre-listing tutoring institution
and submitted the registration application for pre-listing tutoring with the
Shandong Supervisory Commission (O O O O O) of the China
Securities Regulatory Commission (0 0 00000 OO0 OO) on 29
January 2021. As at the date of this interim report, the Company is in
the stage of under pre-listing tutoring procedure and has not
commenced filing the application for the proposed initial public offering
of A shares.
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Mandatory General Offers

On 5 May 2022, an application for judicial restructuring (the “Judicial
Restructuring”) was filed against Yanggu Xiangguang Copper Co.,
Ltd. (00000000 O0O0) (“Xiangguang Copper”), a subsidiary
of GMK Holdings Group Co., Ltd. (“GMK Holdings”), with the
Liaocheng Intermediate People’s Court, Shandong Province in the PRC
by a creditor on the ground that Xiangguang Copper is unable to repay
the debts falling due. The People’s Court of Yanggu County, Shandong
Province in the PRC as appointed to hear the case, subsequently
accepted the application of Judicial Restructuring of 19 companies,
including GMK Holdings, Shandong Fengxiang (Group) Co., Ltd. and
Shandong Fengxiang Investment Co., Ltd. (collectively, the “Former
Controlling Shareholders”) and Xiangguang Copper (but, for the
avoidance of doubt, does not include the Company).

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

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

Falcon, as the offeror, was required to make unconditional mandatory
general offers in cash for all the issued Domestic Shares and H Shares
not already owned or agreed to be acquired by Falcon and its concert
parties (the “Offers”) in accordance with the Code on Takeovers and
Mergers issued by the Securities and Futures Commission of Hong
Kong (the “Takeovers Code”). Falcon also proposed to delist the
Company from the Stock Exchange and accordingly the Company had
agreed to convene the 2023 Shareholders’ Meetings for the purpose of
independent Shareholders to consider and vote on the delisting
resolution (the “Delisting Resolution”) (among other business).
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Pursuant to Note 1 to Rule 8.08(1)(b) of the Listing Rules, at the
request of the Company, trading in the H Shares has been suspended
from 9:00 a.m. on 2 February 2023 since the percentage of public float
fell below 15% following the close of the Offers. For details, please refer
to the joint announcement of the Company and the Offeror dated 1
February 2023.

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

Proposed Issue of H Shares under Specific Mandate

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

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

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

SIGNIFICANT EVENTS
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SIGNIFICANT EVENTS
Oo0u

Amendments to the Articles of Association

Due to the change in the controlling shareholder of the Company, the
enterprise type of the Company has changed from “other limited
company (listed)” to “company limited by shares (foreign investment,
listed)”. As a result, the scope of business of the Company as set out in
the articles of association of the Company (the “Articles of
Association”) shall be amended according to the PRC regulatory

SHANDONG FENGXIANG CO,, LTD. O OO 0000000
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SIGNIFICANT EVENTS
Oo0u

GMK Finance is a financial institution licensed by the Shandong Office
of China Banking and Insurance Regulatory Commission (the “CBIRC")
(CBIRC has been replaced by the National Administration of Financial
Regulation (the “NAFR”) in March 2023), and subject to the direct
supervision of such regulatory authority. Recently, the Company was
informed that a company has submitted to the NAFR an application of
the bankruptcy liquidation of GMK Finance and the NAFR has
principally approved the commencement of bankruptcy proceedings of
GMK Finance. As such, the Company shall comply with the Enterprise
Bankruptcy Law of the PRC in relation to the recovery of the deposits
with GMK Finance upon the liquidation proceedings of GMK Finance
initiated by the court becomes materialised.

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

SUBSEQUENT EVENTS

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

REVIEW OF INTERIM RESULTS

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

By order of the Board of Directors
Chairman

Zhu Lingjie

Shandong, PRC

15 August 2023
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CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

go@Etbuooog

For the six months ended 30 June 2023 [0 [J 20230 603000 0 0 O

Six months ended 30 June
Oo0eb03000000O

2023 2022
20230 20220
Notes RMB’000 RMB’000
oo ooooo ooooo
(Unaudited) (Unaudited)
goooogo goooogo
Total operating revenue ooooo 4 2,436,545 2,443,273
Less: Operating costs oooood 2,154,318 2,220,937
Taxes and charges ooooo 17,320 18,903
Selling expenses goog 84,768 173,016
Administrative expenses ooog 52,892 48,133
Research and development expenses oooog 13,142 15,471
Finance costs oooog 5 41,667 23,551
Add: Other gains gooooog 6 4,821 953
Investment income (losses) oooooooo (1,940) (1,462)
Including: Losses on investments in gooooooocood
associates and joint ventures ooooooo (1,938) (1,462)
Gain/(loss) from the changes in fair value oooooo
oomooo 7 10,303 (10,017)
Credit impairment loss oooooo (95) 63
Asset impairment loss oopoooo 171 —
Proceeds on disposal of assets oooooo (2,417) 198
Operating profit/(loss) oooomooo 83,281 (67,003)
Add: non-operating income goooooo 592 554
Less: non-operating expenses ooooooo 147 305
Total profit/(loss) oomooooo 83,726 (66,754)
Less: income tax (expenses)/credit goopooooomoo 8 1,631 4,184
Net profit/(loss) ooomoooo 82,095 (70,937)
Breakdown by continuity of operations oooooooo
Net profit/(loss) from continuing operations goooooomoog 82,095 (70,937)
Breakdown by attributable interests gpopoooooo
Net profit/(loss) attributable to shareholders of ooooooooo
the parent company goomooo 82,095 (70,937)

Loss attributable to minority interests

gooooao
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CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
O00ootod

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

Six months ended 30 June
Oo0eb03000000O

2023 2022

20230 20220

Notes RMB’000 RMB’000
oo ooooo ooooo
(Unaudited) (Unaudited)

ooogooo gooooo

Net other comprehensive expenses aftertax 000000000 0O0O (126) (550)
Net other comprehensive expenses attributableto OO0 O OO0 00000
shareholders of the parent company after tax gooDoooooooao (126) (550)
Other comprehensive income (loss) thatcannot OO0 00 OO00O0OD0O
be reclassified into profit or loss oooooDooooo — —
Other comprehensive expenses that can be oooooooo
reclassified into profit or loss oooooo (126) (550)
Exchange differences on translation of foreign goooooobooo
currency financial statements (126) (550)
Net other comprehensive income attributableto OO0 OO0 OO0
minority interests after tax oooooooboooo — —
Total comprehensive income/(loss) oo0oomooodo 81,969 (71,487)
Total comprehensive income/(loss) attributable oooooooooo
to the shareholders the parent company goo0mooOoo 81,969 (71,487)
Total comprehensive income/(loss) attributable oooooooo
to minority interests goo0omooooo — —
Earning/(loss) per share oooomooo
Basic earning/(loss) per share oooooomogog
(RMB per Share) ooooo 10 0.06 (0.05)
Diluted earning/(loss) per share oooooomooo
(RMB per Share) ooooo 10 0.06 (0.05)
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CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL POSITIONS
oo oooood

As at 30 June 2023 [0 20230 60 300

As at As at
30 June 31 December
2023 2022
0 20230 0 20220
60 300 120 310
Notes RMB’000 RMB’000
oo goooad goood
(Unaudited) (Audited)
gooooo gogooo
Current assets goog
Monetary funds ooood 370,043 322,156
Trade receivables gooood 11 239,331 194,977
Prepayments gooao 28,833 46,041
Other receivables gooooo 10,008 14,832
Inventories 0o 12 779,720 897,447
Other current assets gpooooag 13 64,347 75,108
Total current assets oooooo 1,492,281 1,560,561
Non-current assets ooooo
Long-term equity investments oooooag 14 57,903 59,841
Fixed assets good 16 3,038,577 3,055,597
Construction in progress goood 16 3,918 996
Productive biological assets ogooooooo 17 252,642 255,692
Right-of-use assets ooooo 18 195,939 201,487
Intangible assets good 19 88,656 89,421
Deferred income tax assets gooooooo 156 166
Other non-current assets goooooao 7,937 4,573
Total non-current assets ooooooag 3,645,728 3,667,773
Total assets agooao 5,138,009 5,228,334
Current liabilities oooo
Short-term borrowings oooo 24 802,142 1,124,614
Bills payable ooogog 20 — 70,000
Trade payable goog 21 387,928 454,943
Contract liabilities ooog 30,778 46,449
Payroll payable oooooo 22 63,346 80,137
Taxes payable goood 9,332 10,035
Other payables ooooo 23 519,804 228,507
Non-current liabilities due within one year goooooooooo 24 269,415 120,413
Other current liabilities oooooog 2,003 2,497
Total current liabilities oooooo 2,084,748 2,137,594
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CONDENSED CONSOLIDATED STATEMENTS.OF FINANCIAL POSITIONS
O00ootod

As at 30 June 2023 0 20230 60 300

As at As at
30 June 31 December
2023 2022
0 20230 0 20220
60 300 120 310
Notes RMB’000 RMB’000
oo goooad goood
(Unaudited) (Audited)
gooooo goooo
Non-current liabilities ooooo
Long-term borrowings good 24 126,790 252,148
Lease liabilities oooaod 201,651 199,666
Long-term payables gooooo 6,962 6,071
Estimated liabilities gooao 65 124
Deferred income oooao 19,881 20,756
Other non-current liabilities ooooooo — —
Total non-current liabilities ooooooo 355,349 478,765
Total liabilities oooo 2,440,097 2,616,359
Owners’ equity ooooo
Share capital oo 29 1,400,000 1,400,000
Capital reserve oooo 632,671 628,702
Less: treasury shares ooooo 27,686 27,685
Other comprehensive expenses oooooo (800) (674)
Surplus reserve good 155,378 155,378
Undistributed profits gooooo 538,349 456,254
Total equity attributable to shareholders of ooooooooooo
the parent company oad 2,697,912 2,611,975
Minority interests gpooooog — —
Total owners’ equity ooooooo 2,697,912 2,611,975
Total liabilities and owners’ equity ooooooooodgd 5,138,009 5,228,334
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
oo oooood

For the six months ended 30 June 2023 0 [J 20230 60 300 0 0 00O

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

00202306030000000000000000

Other Total
Share Capital Less: treasury —comprehensive Surplus  Undistributed Minority owners’
capital reserves shares income reserves profits Sub-total interests equity
oo oo ooo
Items oo oo pooo poooo goooo gpoo ooooo oo pooo oooo
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ooDooo 00000 Doooo gooooo 00000 00000 0OOO0OO0 00000 o©Oooo
(Unaudited)  (Unaudited)  (Unaudited) (Unaudited) ~ (Unaudited) ~ (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
000000 0OO0OD0OO bODOoboOo oopoooob oboooD oDOoOoOoD ODODoOOD ODODOOo oooDoo
I Balance at the end of last year gooooooo 1,400,000 628,702 27,685 (674) 155,378 456,254 2,611,975 - 2,611,975
Il Balance at the beginningofthe  0O0OCODCODO
year 1,400,000 628,702 27,685 (674) 155,378 456,254 2,611,975 — 2,611,975
IIl. Increases/decreases at current oooooooooo
period — 3,969 1 (126) — 82,095 81,969 — 81,969
(I) Total comprehensive income pgoooooog — — — (126) - 82,095 81,969 — 81,969
(Il) Capital contributed or reducedby ~ 000000000
owners gooo - 3,969 1 - - - 3,968 - 3,968
1. Ordinary shares contributed 1 000000
by owners ooo — — — - - — — — —
2. Capital contributed by the 2. 000000
holders of other equity gooooong
instruments - - - - - - - - -
3. Amounts of share-based 3 00000o
payments recognised in oooooooo
owners' equity - 3,969 1 — — - 3,968 - 3,968
4. Others 4. 00 — — — — — — — — —
(1) Profit distribution gomooo — — — — - — — — —
1. Withdrawal of surplus 1. 000000
reserves — — — - — — — — —
2. Withdrawal of general risk 200000000
reserves - - - - - - - - -
3. Profit distributed to owners (or 3 00Dmmooom
shareholders) oo — — — — — — — — —
4. Others 4. 00 - - - - - - - - -
IV. Balance atthe end of theperiod 000 OOOOO 1,400,000 632,671 27,686 (800) 155,378 538,349 2,697,912 — 2,697,912
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Consolidated statement of changes in owners’ equity for the six months ended 30 June 2022
00202206030000000000000000

Other Total
Share Capital Less: treasury  comprehensive Surplus  Undistributed Minority owners'
capital reserves shares income reserves profits Sub-total interests equity
oo oo ooo
ltems oo oo pooo poooo goooo gooo ooooo oo pooo oooo
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ooooo 00000 0oooo gooooo 00000 0O0OOOO0O 0OOOOO0 00000 O©O000
(Unaudited) ~ (Unaudited)  (Unaudited) (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
0o0o0O0O0 DO0ODD0OO bODDoboOo oooooo bDOoOC0OOO DOOOO0O bOOOC0O bOOO>0O bOoDoboOo
I Balance at the end of last year gooooooo 1,400,000 621,754 2,548 (254) 155,378 1,225,282 3,399,612 - 3,399,612
II. Balance at the beginning of the gpooooooo
year 1,400,000 621,754 2,548 (254) 155,378 1,225,282 3,399,612 — 3,399,612
IIl. Increases/decreases at current oooooooooo
period - 5,924 26,184 (550) — (70,937) (91,747) - (91,747)
(I) Total comprehensive income popoooooo — — — (550) — (70,937) (71,487) — (71,487)
(Il) Capital contributed or reducedby ~ 000000000
owners 0ooo — 5,924 26,184 - — — (20,260) - (20,260)
1. Ordinary shares contributed 1 000000
by owners ooo — — — - — — — — —
2. Capital contributed by the 2. 000000
holders of other equity gooooong
instruments - - - - - - - - -
3. Amounts of share-based 3. 000000
payments recognised in oooooooo
owners' equity — 5,924 26,184 - — — (20,260) — (20,260)
4. Others 4. 00 - - - - - - - - -
(Il Profit distribution gomooo — — — — — — — — —
1. Withdrawal of surplus 1. 000000
reserves — — — — — — — — —
2. Withdrawal of general risk 200000000
reserves - - - — - - - - -
3. Profit distributed to owners (or 3 00Dmmooom
shareholders) oo — — — — — — — — —
4. Others 4. 00 - - - - - - - - -
IV. Balance attheend of the period 00000000 1,400,000 627,678 28,732 (804) 155,378 1,154,345 3,307,865 - 3,307,865




CONDENSED/CONSOLIDATED STATEMENT OF CASH FLOWS
oo oooood

For the six months ended 30 June 2023 [0 [J 20230 603000 0 0 O

Six months ended 30 June
goedspiOOOO

2023 2022
202300 20220
Notes RMB’000 RMB'000
ltems oo oo ooooo ooooo
(Unaudited) (Unaudited)
gooooo gooooo
. Cash flows from operating activities oo ooooooooooo
Cash received from sales of goods and rendering of oooooooOoOoOOoOoOO0O
services 2,542,059 2,629,787
Tax refunds received goooooo 40,168 66,455
Cash received from other operating activities gooooooooooooo 33,230 69,572
Sub-total of cash inflows from operating activities oogooooooo 2,615,457 2,765,814
Cash paid for goods purchased and services received go0oOooooooooooo 1,965,336 1,942,988
Cash paid to and on behalf of employees goooooooOoooooo
oo 315,288 321,641
Cash paid for taxes goooooo 24,423 29,218
Cash paid for other operating activities jooooooooooooo 54,234 92,770
Sub-total of cash outflows from operating activities 0oooooooooo 2,359,281 2,386,617
Net cash flows generated from operating activities ooooooooooooo 256,176 379,197
II. Cash flows from investing activities 00 00CoOoOoooooo
Cash received from disposal of investments goooooood — —
Cash received from gains on investments goooooooooo — —
Net cash received from disposal of fixed assets, gooooooooooooo
intangible assets and other longterm assets ooooooooooo 3,244 383
Net cash received from disposal of subsidiaries and 000ooooooooooo
other business units goooo — -
Cash received from other investing activities goooooDOoOOoOoOoooo — —
Sub-total of cash inflows from investing activities oogooooooo 3,244 383
Cash paid to acquire and construct fixed assets, gooooooooooooo
intangible assets and other longterm assets ooooooooo 135,257 165,293
Cash paid for investments goooooo — —
Net increase in pledge loans gooooooo — —
Net cash paid to acquire subsidiaries and other business goooooooOoooooo
units goooo — —
Cash paid for other investing activities gooooooooooooo — —
Sub-total of cash outflows from investing activities gooooooooo 135,257 165,293
Net cash flows from investing activities goooooooooooo (132,013) (164,911)
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CONDENSED CONSOLIDATED STATEMENT OF/CASH FLOWS

Oo00whobtdd

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

Six months ended 30 June
goedspiOOOO

2023 2022
20230 20220
Notes RMB’000 RMB'000
ltems oo oo ooooo ooooo
(Unaudited) (Unaudited)
gooooo gooooo
Il Cash flows from financing activities 00 0DO0ooOooooooo
Cash from absorption of investments goooooooo — —
Cash received from borrowings goooooood 531,960 222,357
Cash received from other financing activities gooooooooooooo 102,000 311,475
Sub-total of cash inflows from financing activities oooooooooo 633,960 533,831
Cash paid for debts repayments goooooooo 626,758 1,003,565
Cash paid for distribution of dividends and profits or gooooooooooooo
payment of interest ooo 38,839 29,792
Cash paid for other financing activities joodoooDoOoOooOoooo 61,619 115,321
Sub-total of cash outflows from financing activities oogooooooo 727,216 1,148,678
Net cash flows from financing activities ooooooooooooo (93,256) (614,847)
IV. Effect of fluctuation in exchange rateoncashand 00 000O00000000000O
equivalents 00 (332) (169)
V. Net increase in cash and cash equivalents 00 0D000O0O0oOooDooOoo 30,576 (400,729)
Add: Cash and cash equivalents at beginning of period oooooooooooooo 144,733 1,375,111
VI. Cash and cash equivalents at end of period 00 oJooooooooooo 175,309 974,382
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
DooFooooon

For the six months ended 30 June 2023 [0 [J 20230 603000 0 0 O

1. BASIS OF PREPARATION OF THE FINANCIAL 1. 00oooooood
STATEMENTS

(I) Basis of preparation ooooooo

The financial statements are prepared in accordance with the ooooOOoOooOoobobbooOooboo
Accounting Standard for Business Enterprises — Basic 000 —0O00ob0ooboobboog
Standard issued by the Ministry of Finance of the PRC and oooobOoooooooooooooo
respective specific accounting standards, application ooooooUooomooboooooog
guidelines for accounting standards for business enterprises, oo oo0oooooUooboooooooo
interpretation for accounting standards for business ooooooOoooooboooOomoooan
enterprises, and other relevant regulations (hereinafter oo ooooboooobooDbonD e22d
collectively referred to as the “Accounting Standards for gooopooobgoboooo

Business Enterprises”). In addition, the financial statements
also comply with the disclosure requirements of the Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”) and the applicable
disclosure requirements of the Companies Ordinance (Chapter
622 of the Laws of Hong Kong).

2. CONTINUOUS OPERATIONS 2. 0000

The Company recorded a net profit of RMB82.095 million from OD0OO0dpoz2023010060 00000000
January to June 2023. As at 30 June 2023, the balance of 8,209.500 DO O 0202306030000 00O
Fengxiang's unrestricted monetary funds was RMB175.3086 ooooboooDobooboilr5k30860 0000
million, the balance of short-term borrowings was RMB802.1414 goooboooosok1414000000000
million, and the balance of long-term borrowings and long-term 0o0o0ooooooooDDDDOo26,097.75
payables due within one year was RMB260.9775 million, which goooo0oobooOobOooDOoDoDOoooodg
indicated the existence of material uncertainties that may give rise oo0o0o0o0ooooo0o0ono

to significant doubts about Fengxiang's ability to continue as a
going concern.

The Company’s management intends to take relevant measures to ooob0ooDooOooOooOoooobooooog
improve its liquidity and expects to be able to obtain sufficient gooooobooooooooooooooog
funds to support the Company’s operational needs for the ooooooooog

foreseeable next 12 months.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Uo0whobodon

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

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

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

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

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

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

The management of the Company is of the opinion that the Group
will be able to obtain sufficient working capital to ensure that the
Group will be able to continue as a going concern for a period of 12
months after 30 June 2023 through the above measures.
Accordingly, the Company considers it appropriate to adopt the
going concern basis in preparing the financial statements of the
Company.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
DooFooooon

For the six months ended 30 June 2023 [0 [J 20230 603000 0 0 O

2. CONTINUOUS OPERATIONS (Continued) 2. 00O0Oooog
Notwithstanding the above, there are still significant uncertainties ooodbo0oobooOobOoDbDOooDOooood
as to whether the management of the Group will be able to oooboooooDooooooooooood
implement the above plans and measures. The Group’s ability to oogoogd

continue as a going concern will depend on:

(1) obtaining credit facilities from financial institutions to secure (1) JooO0oo0bOOobOOoOooOOooOOoooDOooo
new borrowings; oooog

(2) successfully maintaining continuing and normal business (2 OO0ODOoOoOOO0DODODUOODOUOODOOO
relationships with the Group’s existing lenders so that the ooboboooboobobobobooooboo
relevant lenders will not take actions to exercise their oooopbDOoOobooboOooooo
contractual rights to demand immediate repayment of such
borrowings;

(3) the gradual release of the Company’s production capacity, 3 OODO0DoOoOoOoUoDoDoOobOoOoDoUOooo
continuous stable development of the businesses of its ooboooooboobbooooobooobo
overseas customers and major customers, normal inventory goooooo

turnover and timely recovery of accounts receivable.

If the Group does not achieve the expected results of these plans goodoooooooooooooooodad
and measures, it may not be able to continue as a going concern, ooooooooooobopooobooog
and adjustments will have to be made to reduce the carrying value odoooOdOoooOdUooooooooooao
of the Group’s assets to their recoverable amounts, to accrue for ooboboboobooboobooboboooooo
any further liabilities that may arise, and to reclassify non-current obobooOoobooooboooobooooog
assets and non-current liabilities as current assets and current ooooooooooOoooooDooooo

liabilities. The effect of these adjustments has not been reflected in
the consolidated financial statements.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Doopootogn

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. Doooooobonog
ACCOUNTING ESTIMATES

Declaration on compliance with the Accounting ooooooooooo
Standards for Business Enterprise

The financial statements comply with the requirements of the goooooboooogobooooobobooo
Accounting Standards for Business Enterprises issued by the Oo0o0ooooDboDbO0O00002023060300
Ministry of Finance, and truthfully and completely reflect the 00o0oDo0oo00oo0DOOoo2023060300000
consolidated and the Company’s financial position as at 30 June oogooooopoooooooo

2023 and the consolidated and the Company’s results of
operations and cashflows for the six months ended 30 June 2023.

Accounting period oood

The accounting year is from 1 January to 31 December of the 000101000 1i120310000000000
calendar year.

The accounting period for this report is from 1 January 2023 to 30 0000000 D2023010 10 02023060
June 2023. 3000

Business cycle oood

The Company’s business cycle is 12 months. ooooDooobDi12000

Functional currency oooogo

The Company adopts RMB as its functional currency. oo0ooooooooooooo
Accounting treatment of business combinations 0Oo0o0oo0oooooooooooooon
under common control and not under common ooooo

control

Business combinations under common control: The assets and od0ooOoO00oDoooOooooooooooao
liabilities (including goodwill arising from the acquisition of the 00000000 ooogoopooooooo
acquiree by ultimate controlling party) acquired by acquirer through oo ououooogoo
business combination shall be measured at the carrying value of gooo0ooogogoogoooooooooo
the assets, liabilities of the acquiree in the consolidated financial oood0oo0ooboboOobOobOooDooDooood
statements of the ultimate controlling party at the date of 00o00o00oDO0oODooobooooDOooooog
combination. The difference between the carrying amount of the godooDoooDOoobOooooooooooog
net assets obtained and the carrying amount of the consideration gooooooooooooooodo

paid for the combination (or total nominal value of the issued
shares) is adjusted to capital premium in capital reserve. If capital
premium in the capital reserve is not sufficient to absorb the
difference, any excess shall be adjusted against retained earnings.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
DooFooooon

For the six months ended 30 June 2023 [0 [J 20230 603000 0 0 O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. boouoooooobooooo
ACCOUNTING ESTIMATES (Continued)

Accounting treatment of business combinations Oo0oooooooooooooooon
under common control and not under common Oooooooo
control (Continued)

oooobooooooooOooooooobooao
goooocooooooooboooooooo
ooooooobooooooooobooooao
gooooooooooooooooooaon
goooobooobooobobooooboobooao
ooooooooooOoooooooooo
oooooooooooooooooogoano
oooooooooooboooooooooo
ooooooooboooooobooobooo

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

Oooooooooog

The direct relevant expenses incurred for the business oo0o0oopooooOoooooooooooao

combinations are recognised as the profit or loss in the period goboooooboboboboboooboooo

when the costs are incurred; the transaction costs for the equity goobO0oooooboOobOobOooDOooDoooog

securities or debt securities issued for business combination shall oooooooo

be recognised as the initial recognition amount of equity securities

or debt securities.

Preparation method of consolidated financial Ooooooooooo

statements

(1) Scope of consolidation (1) Oooo
The scope of consolidation of the consolidated financial goooboooooboouooobooobooo
statements is determined on the basis of control, and the goooobooobooooboooo
scope of consolidation comprises the Company and all of its gooooboOoOoobOoOoooboooo
subsidiaries. Control refers to the power of a company over gooooooooooooooooog
the investee, the rights to enjoy variable returns from its ooobooooooooooooooo
involvement in relevant activities of the investee, and the gooaod

ability to use its power over the investee to affect the amount
of its returns.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Doopootogn

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. boouoooooobooooo
ACCOUNTING ESTIMATES (Continued)

Preparation method of consolidated financial Ooo0ooooooooooo
statements (Continued)

(2) Consolidation procedures 2) oooo

ooooooocooooooboooo
gbooooboobooooobooboobo
gooooboooooooboooboao
gboooobooboooobooo
goooooooOoobooooDbo
oooooocoooOooboooooao
gboooooooooooooooao

O

g

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

goocoobooooocooooooao
ggobooooooboooooo
ogooo

Ooooooooogoodg
OooooOooogoodg

Owners’ equity, net profit or loss of the current period and ooooboooooooooooooog
comprehensive income attributable to minority shareholders of oodooo0oOooooooooooooo
the current period of subsidiaries are stated separately under ooboobOoobOoOobobOoooobooooo
owners’ equity in the consolidated balance sheet, net profit in ooobOobooboobooooooooo
the consolidated income statement and total comprehensive goooooboooboOobbooobooooo
income respectively. Loss of the current period assumed by ooodbOooooooooooboooooo
minority shareholders of a subsidiary in excess of minority o0ooooooooooobobooooDbo

shareholders’ share of owners’ equity in that subsidiary at the
beginning of the period is offset against minority interests.

Addition of subsidiary or business ooooooool

During the Reporting Period, if there is an addition of oopoo0ooooooOooooooooo
subsidiary or business due to business combination under oobooboboobobobobooooo
common control, the operating results and cash flow of the ooobOobooboobooooooooo
subsidiary or business combination from the beginning of the ooDoobOobOO0oobOOobDOoOoDOoooDOo
period to the end of the reporting period will be included in the oooobOooO0ooboOoOobDOoooooo
consolidated financial statements, and the amounts at the godobOoOooooooooboooooao
beginning of the period in the consolidated financial statements ooogoo

and relevant items in the comparative statements will also be
adjusted as if the reporting entity after combination had been
existing since the control of the ultimate controlling party
started.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
DooFooooon

For the six months ended 30 June 2023 0 [J 20230 60 300 0 0 00O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. J0o0O0ooooopoooon
ACCOUNTING ESTIMATES (Continued)

Preparation method of consolidated financial Ooo0ooooooooooo
statements (Continued)

(2) Consolidation procedures (Continued) 2) Ooooooo
Addition of subsidiary or business (Continued) oooooooooon
00o00O00D00O0OoDOoOoOoOO0OO0O000
0000000000 oOoOoOoOoOoOooOn

gbooooocooooogoooooooao
goooooocOoOoooooo
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

goo@stooood

For the six months ended 30 June 2023 [0 [J 20230 603000 0 0 O

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Classification of joint arrangements and accounting
treatment for joint operations

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

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

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

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

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

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

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

(5) the expenses incurred solely by the Company and those
incurred by the joint operation on a pro-rata basis.

3. 00o0ooDoDoooooooo

gbooobooooboobobood

oooooooocoooooooon
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oooooboooooooo

Interim Report 2023 00 O 00 O

63



NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
OO0 otoon

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. boouoooooobooooo
ACCOUNTING ESTIMATES (Continued)

Classification of joint arrangements and accounting Ooo0ooooooooooo
treatment for joint operations (Continued)

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

Recognition standard for cash and cash equivalents ooooooooooooo

Cash represents the Company’s cash on hand and deposits that goooo0ooboboOobOobOooDOooDoooog
can be used readily for payments. Cash equivalents represent goooboooobOobobobooooooog
investments that satisfy four conditions, namely short-term, highly ogooooboooooobooooDooobooog
liquid, readily convertible to known amounts of cash, and subject to ooo0oOoooooooo

an insignificant risk of changes in value.

Foreign currency transactions and translation of oooooooooon

financial statements denominated in foreign

currency

(1) Foreign currency transactions (1) oooo
Foreign currency transactions shall be translated into RMB at gooob0oo0ooboooobDOobOoDOooD
the spot Exchange rate on the day when the transactions goo0oo0ooOoOooooooogo
occurred.
Balance sheet date foreign currency monetary items shall be goopooobooboooobooooo
translated using the spot exchange rate at the balance sheet gooDob0bOOoooOoooooobDooo
date. The resulting exchange difference are recognised in gooooDoo0oO0oboObOoOooOOooDOooD
profit or loss for the current period, except for those differences gooooooooooooooooo
related to a specific-purpose borrowing denominated in foreign goooooooooouoooooono
currency for acquisitions and construction of the qualified ood

assets, which should be capitalised as cost of the borrowings.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
DooFooooon

For the six months ended 30 June 2023 [0 [J 20230 603000 0 0 O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. boouoooooobooooo
ACCOUNTING ESTIMATES (Continued)

Classification of joint arrangements and accounting Ooo0ooooooooooo
treatment for joint operations (Continued)

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

(2) Translation of financial statements denominated in @ ooooooooo
foreign Currency

The assets and liabilities in the balance sheets are translated goooooOooobooooooooao
at the spot exchange rates on the balance sheet date; except goooooooo0ooooooooDooon
for “undistributed profit” items, all items under owner’s equity ooooooOoooooooOoooooon
are translated at the spot exchange rates when incurred. The goooboboooboboboooobooo
income and expense items in the income statement are gooooobooooboobobo

translated at the spot exchange rates on the transaction dates.

On disposal of foreign operations, exchange differences in gooooboooooooooooDooo
financial statements denominated in foreign currencies related oo00oooooooobooOoOoooooaon
to the foreign operation shall be transferred from owner’s gooooonboo
equity items to profit or loss from disposal for the current
period.

Financial Instruments oood

One of the financial asset, financial liabilities or equity instrument is ooooOooooboooooobooobooooaon

recognised when the Company becomes a party to the contract of gooooooboooooboo

the financial instruments.

(1) Classification of financial instruments A ooooooon
According to the business model of the Company for gopopoOoobooboooobooooo
management of financial assets and the contractual cash flow gooDOob0bOOoOoO0oOooOooooDOooo
characteristics of financial assets, financial assets are JooDob0bOO0obO0ooboOooOOooDOooo
classified at the initial recognition as financial assets measured JgooooooooooOoooooDOooo
at amortised cost, financial assets measured at fair value o0oOoo0OoOooooooboooooooan
through other comprehensive income, and other financial oooooooooooo
assets that are measured at fair value through current profit or
loss.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Uo0whobodon

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

3. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)

Financial Instruments (Continued)

(1) Classification of financial instruments (Continued)

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

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

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

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

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

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

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

For the six months ended 30 June 2023 J [J 20230 60 300 0 00 0O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. J0o0O0ooooopoooon
ACCOUNTING ESTIMATES (Continued)

Financial Instruments (Continued) ooooooo

(1) Classification of financial instruments (Continued) (1) ooooooojoo
All financial assets not classified as measured at amortised Jgooo0o00o0oooooDoDbDOoDOoo
cost and fair value through other comprehensive income as go0ooooOoooboOoooooooo
described above are measured at fair value through current g0ooo0d0oooOooooooooooo
profit or loss. gooooooooooooooogoo
Financial liabilities, at initial recognition, are classified into goo0Dob0bOO0ooO0o0ooO0oOoooDOooo
financial liabilities at fair value through current profit or loss goooO0doo0ooooooDoOobOoDOoo
and financial liabilities measured at amortised cost. gooooooooooo
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Doopootogn

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. boouoooooobooooo
ACCOUNTING ESTIMATES (Continued)

Financial Instruments (Continued) ooooooo

(2) Recognition basis and measurement method of @@ oooooooooooonn
financial instruments

Financial assets measured at amortised cost oooooooooood

Financial assets measured at amortised cost, including bills Jdo0DoOO0o00o0doooDOooooooooao
receivable, trade receivables, other receivables, long-term gooo0o0o0o0o0oopoooooooooo
receivables, and debt investments, are initially measured at oo0oooDbOoOooODbDOO0oOooDboboDboo
fair value plus relevant transaction costs. Trade receivables oooobOooooboOoooooDooooo
that do not contain significant financing components and trade ooobooooooooooooooo
receivables that the Company has decided not to consider for oopoo0oooooOoooooooooo
a financing component of no more than one year are initially ooooooooo

measured at the contractual transaction price.

Interest calculated under the effective interest method during oo0o0bO0ooooDoobDOooooOooooo
the period of holding is included in current profit or loss. ooog

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

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

Financial assets (debt instruments) measured at fair value ooobOobooboobooooooooo
through other comprehensive income, including financing ooobobOooO0ooD0ooboobobooobooog
receivables and other debt investments, are initially measured gooo0oo0oboooooooboo
at fair value plus relevant transaction costs. These financial oooooDoooooDOooooooooao
assets are subsequently measured at fair value, with changes oopoo0ooOoooOooOoOooooooo
in fair value are included in other comprehensive income ooooooobooooooooooboao
except for interest, impairment losses or gains and exchange goboobOooooboooboobooooo
gains or losses calculated using the effective interest method. ooo

On derecognition, the accumulated gain or loss previously ooooboooooOoboOoOoooooo
recognised in other comprehensive income is transferred out coooooooocoooooooooao
from other comprehensive income and recognised in current oooo

profit or loss.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
DooFooooon

For the six months ended 30 June 2023 [0 [J 20230 603000 0 0 O

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

3. 00o0ooDoDoooooooo

Financial Instruments (Continued) ooooooo

(2) Recognition basis and measurement method of @@ ooooooooooooooood

financial instruments (Continued)

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

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

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

Financial assets at fair value through current profit or
loss

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

Financial liabilities measured at fair value through
current profit or loss

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

On derecognition, the difference between the carrying amount
and the consideration paid is recognised in current profit or
loss.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Doopootogn

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. boouoooooobooooo
ACCOUNTING ESTIMATES (Continued)

Financial Instruments (Continued) ooooooo

(2) Recognition basis and measurement method of @ ooooooooooooooood
financial instruments (Continued)

Financial liabilities measured at amortised cost oooooooooood

Financial liabilities measured at amortised cost, including JOooOd0dO0ooDDoDOoOoOooooDOooooo
short-term borrowings, bills payable, trade payable, other JoooboooooboooooOooooboo
payables, long-term borrowings, bonds payable and long-term goooOoOoooOoODODODOOODODDODOD
payables, are initially measured at fair value plus relevant Jgoo0oooooooDOooooooono
transaction costs. ooo

Interest calculated under the effective interest method during gooooooobooboboboboo

the period of holding is included in current profit or loss. gogoo

On derecognition, the difference between the consideration Jgooobo0oo0Oo0ooOoOooDOooDOooo

paid and the carrying amount of the financial liability is goooooooooooooo

recognised in current profit or loss.

(3) Derecognition of financial asset and financial @G oooooooooooooon

asset transfers

The Company derecognize a financial asset if it meets one of goooooooooooooooDooon

the following conditions: oog

— the contractual rights to receive the cash flows from the - ODo0obOoooDoODOoboobooogno
financial asset expire; ooo

— the financial asset has been transferred, and substantially - 00oOO0ooOooobOOoooobooboao
all the risks and rewards of ownership of the financial ooooooOoOoooooo0OO0O
asset have been transferred to the transferee; oood

— the financial asset has been transferred, and the - 0D0ODOO0O0oO0oDbOoO0obODbDOoOoOooOoo
Company neither transferred nor retained substantially all goooobO0oooDOoobOooDOoo
the risks and rewards of ownership of the financial assets, goooobOoooooboooon
but did not retain its control over the said financial assets. ooooo

When transferring a financial asset, if the Company retains gooobobooooboooooobooo

substantially all risks and rewards of ownership of the financial gooobbOO0oOo0oOoo0oOoDbOoDbOooo

asset, the Company shall continue to recognize such asset. gooooooo
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
DooFooooon

For the six months ended 30 June 2023 [0 [J 20230 603000 0 0 O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. boouoooooobooooo
ACCOUNTING ESTIMATES (Continued)

Financial Instruments (Continued) ooooooo

(3) Derecognition of financial asset and financial @G ooooooooooooooonon
asset transfers (Continued)

When judging whether the transfer of a financial asset meets oooooooooooooooooog

the above criteria for derecognition, the substance-over-form oooodoooopooooouoogooao

principle shall be applied. ooo

The Company differentiates the transfer of a financial asset as oooboooooobooooooooo

full transfer or partial transfer. If the full transfer of a financial oooobOobOooboOobboooDoooog

asset meets the criteria for derecognition, then the difference 00oOO0o00o0ooooooooooobooo

between the following two included in current profit or loss: oooo

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

(2) The sum of the consideration received from the transfer (2 000oo0bO0O0oO0opoDOooooDoOooo
and the total amount of the fair value changes that is gooooooooo0oOoommoo
directly charged or credited to owners’ equity (if the asset gooooooouooooooooo
transferred is a financial asset (debt instruments) at fair goooooooooooooooo
value through other comprehensive income). gooboooOoooo

When the partial transfer of a financial asset meets the criteria O0o0o0oDbO0o0oO0o0ooO0o0obDOooDbOooo

for derecognition, the entire book value of the financial asset 0o0oDo00o0ooOoooooooooooao

transferred shall be allocated between the part derecognised ooooboooooooooooooog

and the part to be recognised based on their respective fair oopoo0ooodoooooooouoooo

value, with the difference between the following two included oooooooobooo

in current profit or loss:

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

(2) The sum of the consideration attributable to the part (2 OOoU0oOoO0OOoOoDUOUObDUbDUOoOoOO
derecognised and the total amount of the fair value gooboobooboobOoobOoo
changes that is directly charged or credited to owners’ gooooooooOobobDbODDODbOo
equity and attributable to the part derecognised (if the gooDoobO0ooDOoo0oDbOoO0ODOO
asset transferred is a financial asset (debt instruments) at goo0o0obO0o0doOoooOO0oOobDOogo
fair value through other comprehensive income). ooooo

If the transfer of a financial asset does not meet the criteria for ooboobooooboboobooboobo o

derecognition, the financial asset shall continue to be goboobooooboboboobooooo

recognised and the consideration received is recognised as a ooogoo

financial liability.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Doopootogn

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. boouoooooobooooo
ACCOUNTING ESTIMATES (Continued)

Financial Instruments (Continued) ooooooo

(4) Derecognition of financial liabilities ¢ oooooonoo
If all or part of the current obligations of a financial liability oooooDooooooooooooog
have been discharged, the financial liability or part of it will be oooooDoooooDooooooooo
derecognised; if the Company signs an agreement with the oooo0oooooOoooooouoooo
creditor to replace the existing financial liability with new ooboobooooboooboobooooo
financial liability of substantially different contractual terms, the oooobOooooboboobooobooo
existing financial liability shall be derecognised while the new oooobOooooobodobboooDoooo
financial liability shall be recognised. ooo
If substantial changes are made to the contractual terms (in O0o0oo00ooooo0oo0oooooooao
whole or in part) of the existing financial liability, the existing oobooboooobobobobooooboo
financial liability (or part of it) shall be derecognised, and the gooooomooooboboobooo
financial liability after the modification of terms shall be oooobooooooboo
recognised as a new financial liability.
When a financial liability is derecognised in whole or in part, ooooboooooooooooooog
the difference between the book value of the financial liability 000o0o0o0oooooooooooooaon
derecognised and the consideration paid (including the non- ooooOooooboboOooOooooboboo
cash assets transferred out or the new financial liability ooooooooboo

assumed) shall be included in current profit or loss.

If the Company repurchases part of a financial liability, the ooooDbDoooooooooooooog
book value of the entire financial liability is allocated between oooooO0OoooOoooooooooo
the part that continues to be recognised and the part that is oooboooboobobobobooooo
derecognised on the repurchase date based on their goooboooboobobboobooooo

oo

respective relative fair value. The difference between the book ooooooooDbDOoOoOoooDboo
value assigned to the part derecognised and the consideration 00000 oooooooDooDoooon
paid (including the non-cash assets transferred out or the new

financial liability assumed) shall be included in current profit or

loss.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Financial Instruments (Continued)

()

(6)

Determination of fair value of financial assets and
financial liabilities

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

Test and accounting methods for impairment of
financial assets

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

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

Uo0whobodon

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

3. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)

Financial Instruments (Continued)

(6) Test and accounting methods for impairment of

financial assets (Continued)

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

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

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

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

For trade receivables and contract asset formed by the
transactions regulated in the Accounting Standards for
Business Enterprises No0.14 — Revenue (2017) whether
contain significant financing components or otherwise, the
Company always measures the loss provision at the lifetime
expected credit loss.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
OO0 otoon

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Inventories (Continued)

(3) Valuation of other inventories

(1)

(2)

Costs of other inventories

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

Measurement for inventories delivered

The standard cost method is adopted for inventories on a
normal basis. The difference between actual cost and
standard cost at the end of the period is included in the
current profit or loss or carried forward to the cost of the
corresponding asset. When the actual cost of inventories
fluctuates significantly from the standard cost each
quarter, the Company will revise the relevant standard
cost.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
OO0 otoon

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. J0o0O0ooooopoooon
ACCOUNTING ESTIMATES (Continued)

Inventories (Continued) ooooo
(3) Valuation of other inventories (Continued) @B oooooooooioon
(3) Basis for the determination of net realisable value of B oooooooooooono

different type of inventories (Continued) ooojon
After the provision decline in value of inventories, if the gooobooobooooboooo
factors resulting in the previously recorded inventory gooobooooobooboooo
impairment disappeared, as a result of which the net gooobOooooObO0oOoOopbooo
realisable value of the inventories became higher than its gooooooooooooDpobo
book value, it would be written back to the extent of the gooo0oo0oo0ooooooooao

original provision decline in value of inventories made,
and such written-back amounts would be charged to the
current profit or loss.

(4) Inventory system 4) oooooon
The perpetual inventory system is adopted. gooooogo
(5) Amortisation of low-value consumables and G)oooooooooooonn

packaging materials

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

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

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Contract assets

(1) Recognition and standard of contract assets

(2)

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

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

For the method of determination of expected credit loss of
contract assets and accounting treatment methods, please
refer to the Note “Test and accounting methods for impairment
of financial assets”.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
OO0 otoon

For the six months ended 30 June 2023 [J [J 20230 60 300 0 00O O

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

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Long-term equity investments (Continued)

(2)

®3)

Determination of initial investment cost (Continued)

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

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

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

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

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

Subsequent measurement and recognition of
profit or loss

Long-term equity investment accounted for by cost
method

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

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. boouoooooobooooo
ACCOUNTING ESTIMATES (Continued)

Long-term equity investments (Continued) ooooooood

(3) Subsequent measurement and recognition of @G ooooooooooolod
profit or loss (Continued)

Long-term equity investment accounted for by equity oooooooooood

method

Long-term equity investments in associates and joint ventures oooobOoo0O0oO0oboObOoOobDoobOooDo
are accounted for using equity method. Where the initial oooobOobO0ooboOobboOoDoooo
investment cost of a long-term equity investment exceeds the goobooooooooooooooog

ooboooooooooobooobooooo
oobobooooooooooboooo
gooobobooobobobooobo
gooooboooooobogobooobo
oo

Company’s share of the fair value of the investee’s identifiable
net assets, no adjustment shall be made to the initial
investment cost; where the initial investment cost is less than
the Company’s share of the fair value of the investee’'s
identifiable net assets, the difference shall be charged to
current profit or loss and the cost for long-term equity
investment shall be adjusted.

O Ooooo

ubobooooooooooobo
goboobOoobooobobooonon
ooboobOO0oobobOOooDbOooD
gooooooooooocoooao
oooooocoooooooobooo
gooooocooooooboooo
uoboooooooboooobooonn
gbooobooboboboooooo
ooOonoooobooooooooao
ooooooo

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

I s e Y [ Y [
OO0 ooooogoogo-o
Oooooooooo

owner'’s equity.

The Company’s share of net profit or loss, other oooobOooooboboobooooooo
comprehensive income and Other Changes of Owner’s Equity oooobO0oo0OO0o0obOO0oO0oDOooDbooo
of an investee is determined based on the fair value of oo0o0bO0ooooDooboOooooooooo
identifiable assets of the investee at the time when the ooooOoobooobooobooooooog
investment is obtained, and according to the accounting gdoopooooooooooooooog
policies and accounting period of the Company, recognition oooooopooo

shall be made to the net profit of the investee and other
comprehensive income after the adjustment.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
DooFooooon

For the six months ended 30 June 2023 J [J 20230 60 300 0 00 0O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. J0o0O0ooooopoooon
ACCOUNTING ESTIMATES (Continued)

Long-term equity investments (Continued) ooooooood

(3) Subsequent measurement and recognition of @G ooooooooooolnn
profit or loss (Continued)

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

The unrealised profit or loss resulting from transactions gooDob0bOOobOoboboOooooDbooo
between the Company and its associates or joint venture shall gooob0oo0ooboooobDOobOoDOooD
be eliminated in, based on which investment income or loss goodooOooooooooooooooo
shall be recognised. Any losses resulting from transactions JooopoooooooOoooooDooo
with the investee, which are attributable to impairment of oOoOOoO0O0ODoDO0OO0DbDDODOoOooODOoOoao
assets, shall be fully recognised, except for the disposal of goooooboobocoboooobo

assets that consist of operations.

The Company discontinues recognising its share of net losses Joo0oobOoo0ooDbOoDOooDoOoDOoon

of the investee after the carrying amount of the Is.5( .6(shsOle ca he Is.5¥7 TwlQ]1-1.5291 TD[( eql Qb Onkestment n )-0.6c
goooodoooooouoooooooo
boooobobooobbooooboo
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Doopootogn

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. boouoooooobooooo
ACCOUNTING ESTIMATES (Continued)

Fixed assets oood

(1) Recognition and initial measurement of fixed Q) ooooooooono
assets
Fixed assets are tangible assets that are held for use in oooDo0ooooDoOooooooooooo
production or supply of goods or services, for rental to others, 0Oooo0oodooDoOooooooooo
or for operational purposes, and have a useful life of more ooooboooobobobooobooooo
than one accounting year. Fixed asset is recognised when it oooOobooooo
meets the following conditions:
(1) it is probable that the economic benefits associated with 1) Jooo0ooDoDU0ooDOooDUOoOoDOO

the fixed asset will flow to the enterprise; oood

(2) its cost can be reliably measured. (2 DODOoOOoOoDOobDOoOooDOoDbDOO
Fixed assets are initially measured at cost (and taking into ooo0o0o0Omooooooooobooo
account the effect of estimated costs of disposal). ooooboooooo
For subsequent expenses related to fixed assets, if the related ooboobooooboboooobooooo
economic benefits are likely to flow into the enterprise and its goobooooboouooobooooo
cost could be reliably measured, such expenses are included gooooboOoobOobbOooooobo
in the cost of the fixed asset; and the carrying amount of the ooooobooOooDOobDbDOoooooDoo
replaced part will be derecognised. All other subsequent oooooooooooo
expenses are included in current profit or loss upon
occurrence.

(2) Methods for depreciation 2) oooo

goocooooooooooocoooo
goboooboobobobooboobooboo
gobooobooobooobooboooboo
gbooboobooobooboooboo
gobooo0oooo0oooO0oobOoooo

Fixed assets are depreciated by categories using the straight-
line method, and the depreciation rates are determined by
categories based upon their estimated useful lives and their
estimated net residual values. For fixed assets that have made
provision for the impairment, the amount of depreciation of it is
determined by carrying value after deducting the provision for JoooOooooOooOopoOoooooo
the impairment based on useful life during the future period. gooDoo00ooO0oOoboOoooooDoOoo
Where different components of a fixed asset have different oCooooopoooooooooo

useful lives or generate economic benefits for the enterprise in

different ways, different depreciation rates or depreciation

methods shall apply, and each component is depreciated

separately.

OooOoo0ooooaog
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
DooFooooon

For the six months ended 30 June 2023 J [J 20230 60 300 0 00 0O

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Fixed assets (Continued)
(2) Methods for depreciation (Continued)
The depreciation methods, useful life of depreciation, residual

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

ugbooooao

(2 0000000

gooooooocOooboboboooooooao

ooooOoooo

3. Uognoobouoooobooooooo

Residual Annual

Useful life value depreciation

Category Depreciation method (Years) rate (%) rate (%)

oo oooo ooooooo 000 (%) Oo000 %)

House and buildings Straight-line method 20-40 5 2.38-4.75
oooooao ooooo

Machine and equipment Straight-line method 4-15 5 6.33-23.75
oooo ooooo

Vehicle Straight-line method 5-8 5 11.88-19.00
oooao ooooo

Electronic equipment Straight-line method 5-8 5 11.88-19.00

oooo ooooo

Interim Report 2023 00 O 00 O

85



NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
OO0 otoon

For the six months ended 30 June 2023 [J [J 20230 60 300 0 00O O

3. Uognoobouoooobooooooo
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

goo@stooood

For the six months ended 30 June 2023 [0 [J 20230 603000 0 0 O

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Borrowing costs (Continued)

(2)

®3)

Capitalisation period of borrowing costs

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

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

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

(2) borrowing costs have been incurred;

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

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

Suspension of capitalisation period

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

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. boouoooooobooooo
ACCOUNTING ESTIMATES (Continued)

Borrowing costs (Continued) ooooooo

(4) Capitalisation rate and calculation of @G ooooooooooooooono
capitalisation amount of borrowing costs oo
As to specific borrowings for the acquisition, construction or ooo0booooooDooooooooo
production of qualifying assets, borrowing costs from the oooo0ooodoooooooooooo
specific borrowings actually incurred in the current period oobooboboobobobobooooo
minus the interest income earned on the unused borrowing ooobOobooboboooboooooo
loans as a deposit in the bank or the investment income oooobOooooobodobboooDoooo
earned from temporary investment will be used to determine oooooo

the amount of borrowing costs for capitalisation.

gboboboboboobooooo
gobooooobooooooo

As to general borrowings for the acquisition, construction or ]
O
0o0ooooooooooooo
O
O

production of qualifying assets, the to-be-capitalised amount
of borrowing costs on the general borrowing shall be
calculated and determined by multiplying the weighted
average asset disbursement of the part of the accumulative
asset disbursements minus the specific borrowings and the
capitalisation rate of the said general borrowings. The
capitalisation rate shall be calculated and determined
according to the weighted average actual interest rate of
general borrowings.

gooooooooooogoo
gooooocoooooooo
ooooooooooooooo

R e o R I [
I e [ R I [
O B O Y B
Oo0ooOgodg

During the capitalisation period, exchange differences related ooooboooooooDooooooog
to the principal and interest on a specific-purpose borrowing ooooooooooooooooooon
denominated in foreign currency are capitalised as part of the ooooboooobobobooobooooo
cost of the qualifying asset. The exchange differences related ooobOobooboboooboooooo
to the principal and interest on foreign currency borrowings oooooDooo

other than a specific-purpose borrowing denominated in
foreign currency are included in the current profits and losses
when incurred.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
DooFooooon

For the six months ended 30 June 2023 [0 [J 20230 603000 0 0 O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. boouoooooobooooo
ACCOUNTING ESTIMATES (Continued)

Biological assets oood

1. Classification and costs for biological assets 1. oooooooooo
The Company’s biological assets are classified as oo0ob0ooooooooooOooooo
consumptive biological assets and productive biological ooooooDOo0oO0ooooooooooao
assets, including broilers, chicks, hatchable eggs and oopoodboooooOooooooooo
breeders. Productive biological assets are classified into oooboboobobobouoboooooo
immature productive biological assets and mature productive oobooOoobooboboboobouoooo
biological assets according to different stages. The two stages ooooo
refer the breeding and production stage and egg production
stage, respectively.
Productive biological assets are measured at fair value less oooboboobobobooboooooo
sales costs at initial recognition and the end of each reporting ooboobOoooobobooboobooooo
period. Any gain or loss arising from changes in fair value less goob0obO0obooobOooooboooooo
sales costs is included in current profit or loss for the period in o0o00oooO0ooOOooDoooDooooo
which the gain or loss arises.
Breeding costs and other related costs (such as labour costs, oooooooooobobobboooooo
depreciation and amortisation expenses and public expenses) oo0oo00ooooooooooooog
are capitalised at the breeding and production stage until o0o0o0o0obo0oboOo0ooOobOoUoobOobo
normal and stable egg production.

2. Inventory system of productive biological assets 2. DOoOooooooon
The Company takes inventory of parent breeder chicks by oooobOooOO0o0obobOoOobDOoooooo
batch once every six months or at the time of culling. The goo0oboooooboooobooooo

perpetual inventory system is adopted.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
OO0 otoon

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

3. 00o0ooDoDoooooooo

Intangible assets oood

(1) Measurement of intangible assets 1) oooooOoooo

(1) Intangible assets are initially measured at cost upon
acquisition by the Company

1) oooooooooooooon
ooo

goooooooboooboooboobobo
gooboboobooboobOooDbOoo
gobooooboooooboo

The costs of an externally purchased intangible asset
include the purchase price, relevant tax expenses, and
other expenditures directly attributable to bringing the
asset ready for its intended use.

(2) oooo

Subsequent measurement

&)

gboboobooooooboboobao
ooo

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

gooooooocooooobooooao
goooboooobboooboooo
gbooobooooooooobobd
gbooooooooooboboobbo
ooooo

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

(2) Estimate of useful life for the intangible assets @ ooooooooOoooooooon

with finite useful life ooo
Estimated Residual

Iltems Useful Years Amortisation method value rate Basis

oo oooooo Ooooo ooo oOa0o

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

ooooao goooad oooooooooooad

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

oooo gogoogad oooooooooood

Patents 20 Straight-line method 0 Terms for bringing economic benefits to
the Company

ooo ooooog oooooooooooo
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Intangible assets (Continued)

()

(4)

Specific criteria for the division of research
phase and development phase

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

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

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

Specific conditions for capitalisation of
expenditure incurred in development phase

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

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

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

(3) the ways in which the intangible asset generate economic
benefits, including there is evidence that the products
produced using the intangible asset has a market or the
intangible asset itself has a market, or if the intangible
asset is for internal use, there is evidence that proves its
usefulness;

goo@stooood

For the six months ended 30 June 2023 [0 [J 20230 603000 0 0 O
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
DooFooooon

For the six months ended 30 June 2023 [0 [J 20230 603000 0 0 O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. boouoooooobooooo
ACCOUNTING ESTIMATES (Continued)

Impairment of long-term assets (Continued) ocoooooood

When the Company performs impairment test on goodwill, the goobooooboOooOobobOooooooog
Company shall, as of the purchase day, allocate on a reasonable gooboooooboOobOobOooDOooDoooog
basis the carrying value of the goodwill formed by merger of goobooooobobooboOooDOoooood
enterprises to the relevant asset groups, or if there is a difficulty in gdooDooDoDOoobOooOoOooOooooodg
allocation, to allocate it to the set of relevant asset groups. The ooooooooOoOoOoOOOOOOOOOOO
related asset groups or the set of asset groups refers to these ones goooboOobooobooooDbo

that can benefit from the synergies of a business combination.

For the purpose of impairment test on the relevant asset groups or gooo0oooogoooooooooooog
the set of asset groups containing goodwill, if any evidence shows ooodbooobooOobOooDOooDOoooodg
that the impairment of asset groups or set of asset groups related oodoooO00oooOoooooooooooo
to goodwill is possible, an impairment test will be made firstly on goobobooboobooboobooboooboooo
the asset groups or set of asset groups not containing goodwill, goobooobOooboooobobooooo
thus calculating the recoverable amount and comparing it with the gooooo0ooboboobOoboooopoooo

ooooooooooocooooooooo
goooocooooooooooooobooao
ooooooobobooooooobooooo
goooboooooooooboooooobooo
goooooooooooboboooooooao
oooooooooooooo

relevant carrying value so as to recognize the corresponding
impairment loss. Then, the Company will conduct impairment tests
on the asset groups or set of asset groups that includes goodwill
and compare its carrying value against its recoverable amount. If
the recoverable amount is lower than its carrying value, the amount
of impairment loss is first offset against the carrying value of the
goodwill allocated to the asset groups or set of asset groups, then,
based on the proportion of the carrying value of other assets in the
asset groups or set of asset groups other than goodwill, offset
against the carrying value of other assets proportionally.

O0Ooo0oooo

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

Interim Report 2023 00 O 00 O 93



94

NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Uo0whobodon

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Long-term deferred expenses

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

Contract liabilities

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

Employee benefits

(1) Accounting treatment method of short-term
benefits

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

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Employee benefits (Continued)

(1)

(@)

Accounting treatment method of short-term
benefits (Continued)

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

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

Accounting for post-employment benefits
Defined contribution scheme

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

goo@stooood
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Doopootogn

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. boouoooooobooooo
ACCOUNTING ESTIMATES (Continued)

Employee benefits (Continued) ooooooo

(2) Accounting for post-employment benefits @ ooooooooooooood
(Continued)
Defined benefit scheme ooooood
In respect of the defined benefit scheme, the Company shall ooooooooooooobobooooon
attribute the welfare obligations under the defined benefit goob0oo00oobooboOobDOobOoDbOon
scheme in accordance with the estimated accrued benefit JooDob0bOO0obO0ooboOooOOooDOooo
method to the service period of relevant employee, and record gooo

the obligation in profit or loss for the current period or costs of
related assets.

ooboooooooooooo
gooooooooooooo
gooooocoooooooo
oooooooooooooo
gooocoooooooobooo
ooo

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

Oo0o0googo
Oo0ooO0ooogo
Oo0oo0ood
O0oo0ooadg
Oo0ooOoodg

goocooboooooooooooo
oooobooooocooobobooooo

All defined benefit scheme obligations, including the expected O
O
Oooobobbooobbooboboo
0
0
O

duty of payment within 12 months after the end of annual

goboooooooboooboon
gogoobooooooooobobo
oo

O0oOooo
Oo0ooodg

gooooobooboboboobooo
gooobooboobobobooooo
goobooboboobooboooo
gooDooooobooooobooo

gooooooooocoooogoo
gooooooocooooooooo
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
DooFooooon

For the six months ended 30 June 2023 [0 [J 20230 603000 0 0 O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. boouoooooobooooo
ACCOUNTING ESTIMATES (Continued)

Employee benefits (Continued) ooooooo

(3) Accounting treatment of termination benefits @G ooooooooono
When the Company provides employees with termination oo0oobO0ooO0oo0oo0oOoDooooooog
benefits, the staff remuneration liabilities arising from 00o00O0oO0o0o0ooOoO0o0oooooooo
termination benefits are recognised and recorded in current oooo0ooOooooOooooooooo
profit or loss whichever of the following is earlier: when the ooooboooooooobobooooooo
Company cannot unilaterally revoke such termination benefits goobobooboobobboobooooo
provided due to dissolution of labour relationship plan or layoff oooooooooo

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

Estimated liabilities oood

The Company shall recognize it as the estimated liability, when all ooobooooOooOoooooopoooodg

of the following conditions related to contingencies are satisfied: oooooooooooo

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

(2) the performance of such obligation is likely to lead to an (2 00000 0b0ODODoODO0oOoooDoDOoOobOo
outflow of economic benefits of the Company; od

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

The estimated liabilities are initially measured at the best estimate gooooboobooooOoboobooobooboo

of expenditure required for the performance of relevant present gooooooooo

obligations.

The Company shall take into consideration the risks, uncertainties, o00oooO00oDoooOooooogoooooao

time value of money and other factors relating to the contingencies ooobooobOoobooooboboobooo

in determining the best estimate. If the time value of money is gobobooobooboobobooboooooog

significant, the best estimates shall be determined after discount of g0oo00ooOoooooOooooo

relevant future cash outflows.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Doopootogn

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. boouoooooobooooo
ACCOUNTING ESTIMATES (Continued)

Estimated liabilities (Continued) ooooooo
If there is a successive range of the required expenditure, and the gooboooboobooboobooooooog
likelihood of occurrence of various results within the range is the gooboooboOooobobOooDOooDoooog
same, the best estimate is determined by the intermediate value. gooob0opooobooooooooooog
In other cases, the best estimate are handled as follows: gooooooo
— Where the contingency is related to individual item, the best — 0bOooboooocoobooooobcobooaon
estimate should be determined as the most likely amount. ooogoo
— Where the contingency is related to a number of items, the — 0000bOO0ooO0o0oo0ooooboooo
best estimate should be calculated and determined according oooopooooooo
to the various possible results and the relevant probabilities.
When all or part of the expenditures necessary for the settlement goooobooboooboobooogoboboo
of an estimated liability is expected to be compensated by a third goooO0ooDOO0oobOooOOoOoboo0ooDbOooo
party, the compensation should be separately recognised as an ooob0ooobooOOobOOoDOoDOooDOooOOd
asset only when it is virtually certain that the compensation will be oooooo
received. The amount recognised for the compensation should not
exceed the carrying amount of estimated liabilities.
The Company reviews the carrying amount of estimated liabilities goooooboooooboooooboobooo
on balance sheet date. If there is clear evidence that the carrying oood0oo0oobooOobOoDbOooDOoooood
amount does not reflect the current best estimate, the carrying ooo0bOo0ooDooooobOOoDoDOooDooood
amount is adjusted to the best estimate. ooooooo
Share-based payments oood
The share-based payments of the Company are transactions that oooooo0ooooOooooooooooog
grant equity instruments or assume equity-instrument based oooooDoooooooooooooooog
liabilities for receiving services rendered by employees or other ooooooooOoOoOoOOOOOOOOOO
parties. The share-based payments of the Company include equity- oooooboobobooboooooboboobooo

settled share-based payments and cash-settled share-based
payments.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
DooFooooon

For the six months ended 30 June 2023 [0 [J 20230 603000 0 0 O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. boouoooooobooooo
ACCOUNTING ESTIMATES (Continued)

Share-based payments (Continued) ooooooo

(1) Equity-settled share-based payments and equity Q) oooooooooooooon
instruments
Equity-settled share-based payments made in exchange for oooooooooooooooooog
services rendered by employees are measured at the fair oo0oo0oocUooooooooooooo
value of equity instruments granted to employees. If the equity ooboobOooooboboobooobooo
instruments granted to employees vest immediately, the fair ooobOobooboboooboooooo
value of the equity instruments granted is, on grant date, oo0p0D0o0ODOO0oO0oODbOO0OO0oOoOoooooDo
recognised as relevant cost or expenses with a corresponding oo0o0bO0ooooDoobDOooooOooooo
increase in capital reserve. If the equity instruments granted to oooobooooodobobooooooog
employees do not vest until the completion of services for a oooo0ooooooOooooooooo
vesting period, or until the achievement of a specified ooboO0ooooDoobbooooboooo
performance condition, the Company, at each balance sheet oooobOoobOoobobOoobooobooboo
date during the vesting period, makes the best estimation ooooooo
according to the number of equity instruments expected to
vest. The Company recognises the services received for the
current period as related costs or expenses, with a
corresponding increase in capital reserve, at an amount equal
to the fair value of the equity instruments at the grant date.
If the terms of the equity-settled share-based payment are goooooooooboooooooog
amended, the Company shall recognize the services received oooooooooooooooooog
at least based on the situation before the amendment was ooooooooooooooooooo
made. In addition, any amendment resulting in the increase of Ooo0opoooooooooooboooooon
the fair value of the equity instrument granted or changes that ooooboooboobo

are beneficial to the staff on the amendment date, will be
recognised as an increase in the service received.

During the vesting period, where the granted equity instrument oo0oooooDooooDoooobooog
is cancelled, the Company shall accelerate the exercise of ooo0boooooooooooooooao
rights thereunder, recognizing the outstanding amount for the ooooooooooooooooooao
remainder of the vesting period in current profit or loss, while ooboO0ooobooboobbooooboooo
recognizing capital reserve. However, if new equity gooooboOoOoobOoOoboooooDoo
instruments are vested and they are verified at the vesting oo0o0bO0ooooDoobDOooooOooooo
date of new equity instrument as alternatives vested to ooooboooooobpoooDooooog
cancelled equity instruments, the treatment on the new equity ooooboooooooooooooog
instrument is in conformity with the modified treatment on ooooooooooog

disposal of equity instrument with the same terms and

conditions.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Doopootogn

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. boouoooooobooooo
ACCOUNTING ESTIMATES (Continued)

Share-based payments (Continued) ooooooo

(2) Cash-settled share-based payments and equity @ oooooooooooooon
instrument
A cash-settled share-based payment shall be measured in oooobooooooboooooooo
accordance with the fair value of liability calculated and oodooo0oOooooooooooooo
confirmed based on the shares or other equity instruments ooooboooobobobooobooooo
undertaken by the Company. If the equity instruments granted oobooboboOoobOobboOobooooo
to employees vest immediately, the fair value of the liability oooobOoo0o0ooOO0oOooDoooooo
undertaken by the Company shall, on the date of the grant, be oooopoooOOooboOobDbOoOooDoooog
included in the relevant costs or expenses, and the liabilities o000 o0oO0oO0ooOoo0ooooooooo
shall be increased accordingly. If the equity instruments ooooooooooooooboooao
granted to employees do not vest until the completion of oboobooooboboobooooooboo
services for a vesting period, or until the specified performance oooobOooooboobbobooooo
conditions are met, at each balance sheet date during the oobo0oooobOopooooooboooo
vesting period, the services obtained in the current period goob0oooooobgoooboooooo
shall, based on the best estimate of the information about the ocooooooOoooooobooooooo
exercisable right, be included in the relevant costs or expenses ooooooo
and the corresponding liabilities at the fair value of the liability
undertaken by the Company. For each of the balance sheet
date and settlement date before the settlement of the relevant
liabilities, fair value of the liabilities will be remeasured and the
changes will be included in the profit or loss for the current
period.

Revenue 00

(1) Accounting policies for revenue recognition and Q) oooooooooooooon
measurement

gooooboooooboooooao
gobooooboooooboooooo
gooooooooooobooDbo
goobooooocooooboooooo
ooo

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

OooOoooao
Oo0ooOgoodg

goooobooooboooooooooo
goocooooooooooobooooo
ooooboooooooooooooo
goocooocooobooboobooooo
gooooooooooooobocoooo

If a contract contains two or more performance obligations, at
the commencement of the contract, the Company allocates
the transaction price into each individual performance
obligation according to the relative proportion of each

OooOoooo

individual selling price of goods or services committed by
individual performance obligation, and measures the revenue
according to the transaction price allocated to each individual
performance obligation.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
DooFooooon

For the six months ended 30 June 2023 [0 [J 20230 603000 0 0 O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. boouoooooobooooo
ACCOUNTING ESTIMATES (Continued)

Revenue (Continued) ooooo

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

The transaction price is the amount of consideration to which ooo0booooooDooooooooo
the Company expects to be entitled in exchange for oopoo0ooodoooooooouoooo
transferring promised goods or services to a customer, gooobooooooboouooobooooo
excluding amounts collected on behalf of third parties and goooobOooobooboooooboo
those expected to be refunded to the customer. The Company oooobOooooobodobboooDoooo
considers the terms of the contract and its customary business ooooo0bOO0o0oooooboooooo
practices to determine the transaction price. When determining oodoobOoOoooooobooooooo
the transaction price, the Company considers the effects of gboobooobooboboboobooooo
variable consideration, the existence of a significant financing ooooooooboooooooooooo
component in the contract, non-cash consideration and oooobOoobOoobobOoobooobooboo
consideration payable to a customer. The Company oooobOoooobodbbooooooo
determines the transaction price that includes variable goob0oooooobgoooboooooo
considerations based on the amount not exceeding the oooobOooooboOoooooDooooo
revenue accumulatively recognised which is not likely to be ooo0booooooDooooooooo

significantly reversed when the relevant uncertainty oooooo

disappears. Where there are significant financing elements in

the contract, the Company recognises the transaction price at

an amount that reflects the price that a customer would have

paid for the promised goods or services if the customer had

paid cash for those goods or services when (or as) they

transfer to the customer. The difference between the

transaction price and the amount of contract consideration is

amortised using an effective interest method over the contract

term.

When one of the following conditions is satisfied, the Company oooobDoooooooooooooog

is considered to have fulfiled an obligation within a certain oooDo0oooooooooooooooao

period of time. Otherwise, the Company is considered to have oogdod

fulfilled an obligation at a certain point in time:

— At the same time when the Company fulfills the obligation, — 0000Db0o0DO0oO0oDbO0ooDOooo
the customer immediately obtains and consumes the goooooooooooboo
economic benefits brought about by the Company’s
performance.

— The customers can control the goods under construction — 0D000DbO00DbOO00oDbDO0oO0DbO0oO0OOD
in the course of the Company’s performance. ooo
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Uo0whobodon

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

3. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)

Revenue (Continued)

(1) Accounting policies for revenue recognition and

measurement (Continued)

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

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

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

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

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

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

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Revenue (Continued)

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

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

The customer has accepted the goods or services.

(2) Specific Principles

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

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

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

(2) Analysis and introduction of the corresponding

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

Shandong Fengxiang Industrial Co., Ltd. and Shandong
Fengxiang Food Development Co., Ltd. are the main
subsidiaries of the Company’s external sales. Shandong
Fengxiang Industrial Co., Ltd. focuses on the raw chicken
cutting products and Shandong Fengxiang Food
Development Co., Ltd. focuses on processed and cooked
chicken products. The external sales customers are
domestic advanced payment customers, credit customers
and export customers, respectively. The Company grants
credit to different customers and enters into credit
contracts with customers with better reputation. The
remaining customers are generally advanced payment
customers.

goo@stooood
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Doopootogn

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. boouoooooobooooo
ACCOUNTING ESTIMATES (Continued)

Contract costs oooo

Contract costs comprise contract performance costs and contract 0000oooDoooooooooooooo
acquisition costs.

The costs incurred by the Company for the performance of the ooooDooooDoDoooooooooood
contract which does not fall under the scope of the standards od0ooo0d0oooOoUooooooooooo
relating to inventories, fixed assets and intangible assets are goooboobooooboooobooboo
recognised as an asset as contract performance costs when the od

following conditions are met:

— This cost is directly related to a current or expected contract. — 000bOOooOOooOOoobOooooooooo
oo
— This cost increases the resources of the Company to fulfill its — 0O00obobobOobooboooboooboooboo
performance obligations in the future. ooood
— The cost is expected to be recovered. — Q0ooooooooo
If the incremental cost incurred by the Company in obtaining the oooooooooooooboobooooooao
contract can be expected to be recovered, the contract acquisition goooboooooboooooboooo

cost shall be recognised as an asset.

Assets related to the cost of the contract are amortised on the ooooooboooooooooooobooog
same basis as the revenue recognition of the goods or services oooooooooooooboOoOOOOOOO
related to the asset; however, if the amortisation period of the gobobobooboboobooocobooooo
contract acquisition cost is less than one year, the Company will ooooobooobooooo

include it into the current profit or loss when it incurs.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
DooFooooon

For the six months ended 30 June 2023 [0 [J 20230 603000 0 0 O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. boouoooooobooooo
ACCOUNTING ESTIMATES (Continued)

Contract costs (Continued) ooooooo
For assets related to contract costs whose carrying amount is goobooooooboobobooooooog
higher than the difference between the following two items, the goooooOooboOoobOoboobooooodg

Company will make provision for impairment for the excess and ooooooooooo
recognize it as asset impairment loss:

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

2. The cost expected to be incurred for the transfer of the 2 0J00D0OO00OOoODoODO0oOoOooDoOoOoboo
relevant goods or services. ooo

If the above-mentioned excess is higher than the book value of goobobobobobooboobooboooo

such assets as a result of any subsequent change of impairment gobobooobooboobobooboooooog

factors in the previous period, the provision for impairment of gooobooOOoobOoooobooooooo

assets previously made shall be reversed and included in profit or ooobooOobooooOooooooooooog

loss for the period as incurred to the extent the book value of the oooDooDoooooo

reversed asset shall not exceed the book value of the asset on the

date of the reverse assuming no provision for impairment is made.

Government grants gooao

(1) Types (1) 00
Government grants are monetary assets and non-monetary gooobooooooooooboooboo
assets obtained by the Company from the government for oooobOooOooboobbooobooooo
free, and are divided into government grants related to assets 0O000D0D0o0ooOoboOOoOooOoDo
and government grants related to revenue.
Government grants related to assets are those obtained by the oo0oo0oo0oooO0ooooooooobooaon
Company for the purposes of acquisition, construction or other goooooboobobobobooooo
project that forms a long-term asset. Government grants gopbo0oobOooobboOooobooobo
related to revenue refer to the government grants other than o00O0o0oOo0ooOOobooOooooooo
those related to assets.
The specific criteria for classifying government grants as oodoooOdOoooOoooooooooo
asset-related are: government documents specify that the oobobooobooboboboobooooboo
grants are for long-term assets obtained, acquired or ooooo0oboOoDboOoO0oobooboooboOobo

constructed or otherwise formed by the enterprise.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Doopootogn

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. boouoooooobooooo
ACCOUNTING ESTIMATES (Continued)

Government grants (Continued) ooooood

(1) Types (Continued) (1) Ooonoo
The specific criteria for classifying government grants as oo0ob0ooooooooooOooooo
revenue-related are: government documents specify that the ooooooooooooDOoOoooooog
grants are for expenses or losses. oooooo
If government documents do not specify the target of the oooobOooOO0o0obobOoOobDOoooooo
subsidy and it is difficult to distinguish them, the Company oooobooooOoooDooooboo
classifies government grants as a whole as revenue-related oooobooOooooboooDoooo
government grants and includes them in current profit or loss, gdopo0ooooDOoO0ooOoDboOooobo

or recognizes them as current revenue in installments over the
project period, depending on the circumstances.

(2) Timing for recognition 2) oooo
Government grants are recognised when the Company can ooo0booooooDooooooooo
comply with the conditions attached to it and when it can be oooooooooood
received.

(3) Accounting treatment B) Ooono
Asset-related government grants shall be used to offset the oooobooooooboooooooo
carrying amount of relevant asset or recognised as deferred ooooooobooboooouoboo
income. The amount recognised as deferred income shall be goooobooobbooooboooboo
recorded in current profit or loss by installments in a ooooOoOoO0oU0o0oobDooobooboo
reasonable and systematic way over the useful life of the oo0pDO0ooboOOoOooODbOobODbDOoOoOoDobODO
relevant assets (the government grants related to the oo0oooooooooon
Company’s daily activities shall be included in other income;
and the government grants unrelated to the Company’s daily
activities shall be included in non-operating income);
Government grants related to revenue that are used to oooobOooooobodobboooDoooo
compensate relevant costs or losses of the Company in ooO0obO0oo0o0ooO0oOooDOoooooo
subsequent periods are recognised as deferred income and ooooooooooooDOoooDooooog
recorded in current profit or loss when such costs or losses ooooooooDpooooooooooao
are recognised (government grants related to the Company’s oooooooOdooooUooooooo
daily activities shall be included in other income; government oooooooOOooobobboooobooooao
grants unrelated to the Company’s daily activities shall be ooDobOoobOOooboOobbOoOobooooo
included in non-operating income) or offset relevant costs or goo0o0oooooooooboooooo
losses; and the grants used to compensate relevant costs or gopoD0o0oooDooboDOoOoOooDboooo
losses that have incurred by the Company are recorded goo0oooooOooooooooogo
directly in current profit or loss (government grants related to ocoooooooooo

the Company’s daily activities shall be included in other
income; government grants unrelated to the Company’s daily
activities shall be included in non-operating income) or offset
relevant costs or losses.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
DooFooooon

For the six months ended 30 June 2023 [0 [J 20230 603000 0 0 O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. boouoooooobooooo
ACCOUNTING ESTIMATES (Continued)

Deferred income tax assets and deferred income tax ooooooooooooooaon
liabilities

ooobooooocooooooooogoao
ooooooodooboooooooobooo
ooobooooocooooboooooobooo
ocoooooooocooooo

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

O O0ooo
Oo0ooo

O
O

Deferred tax assets and deferred tax liabilities are recognised gooooOOoOooOOooOooooooooog

based on the temporary differences between the tax bases and the goooooooooboooomoooobooo
carrying amount of assets and liabilities. ooooo

Deferred income tax assets are recognised to the extent that it is gobobobooboboboobooboooooo
probable that future taxable profits will be available against which gooobooboooboobooooobooboo
deductible temporary differences can be utilized. For deductible goobooooooOobobOooooboooog
losses and tax credits that can be reversed in the future period, ooo0b0ooDooDOoDoDOooDooboDOooDOooood
deferred tax assets shall be recognised to the extent that it is ooooooooooooooooooooog
probable that taxable profit will be available in the future to offset ooopoooooooooooo

the deductible losses and tax credits.

Save for exceptions, deferred income tax liabilities shall be oooobOoobOobooooboooboooo

recognised for the taxable temporary difference. ooooooo

The exceptions for not recognition of deferred income tax assets oooooDoooooooooooooooog

and liabilities include: oogoogd

— the initial recognition of the goodwill; — 0DO00oOOoDoooo

— other transactions or matters other than business combinations — 00O00oo0oOooooobooooooooao
in which neither profit nor taxable income (or deductible loss) ooo0oDoomooooboooooood
will be affected when transactions occur. ooo

gbobobobobooboboboooon
gobooooooobooobooooboo
oooooooocoooooooobood

Deferred tax liabilities are recognised for temporary differences oo
ao
oo
dooooooOooooooOoDooOoOoO
oo
oo
oo
ad

arising from investments in subsidiaries, joint ventures and
associates, except where the Company is able to control the timing
of the reversal of the temporary difference, and it is probable that
the temporary difference will not reverse in the foreseeable future.
When it is probable that the temporary differences arising from
investments in subsidiaries, joint ventures and associates will be
reversed in the foreseeable future and that the taxable profit will be
available in the future against which the temporary differences can
be utilised, the corresponding deferred tax assets are recognised.

oooooooobooooooooooo
gbobobooboboboboobooao
gooooobooboooobooobogoobo
googoobooooobooooboon

Oooooooo
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Doopootogn

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. boouoooooobooooo
ACCOUNTING ESTIMATES (Continued)

Deferred income tax assets and deferred income tax oooooOoOo0oooooooooan
liabilities (Continued)

On the balance sheet date, deferred tax assets and deferred tax ooooOoO0Oooooooooooooooao
liabilities are measured at the applicable tax rates during the period oooooooOO0oobooOOoboboOoobooooo
when the relevant assets are expected to be recovered or the ooooooooooooooooo

relevant liabilities are expected to be settled in accordance with the
provisions of the tax law.

The carrying amount of a deferred tax asset is reviewed at each goodboooboboOobOobOooDOooDoooog
balance sheet date, and is reduced to the extent that it is no longer goobooobooOobOoDbOooDOoooodg
probable that the related tax benefits will be utilised. Such ooooooooooooooooooooog
reduction is reversed to the extent that it becomes probable that oooooOoO0oooooooooO0oooooaon
sufficient taxable profits will be available. gooboboboobobooboboboooboooo
god
When the Group has a legally enforceable right to set-off and ooob0ooooDOooOooOOoDoDooDooDooood
intends either to settle on a net basis or to acquire the income tax goooboboobooooooooooog
asset and settle the income tax liability simultaneously, current oooopooooooDoOoooobooooooDo

income tax assets and current income tax liabilities shall be
presented as the net amount after offsetting.

At the balance sheet date, deferred tax assets and deferred tax ooob0ooobooOobDOoDOoDOooDOoood

liabilities are offset if all of the following conditions are met: o0o0opoo0ooOOooDooooDoooDOoDo

— When the taxable entity has the legal right to set off current — ODooooooOoOoOOoOOOOOOOOO0
income tax assets and current income tax liabilities on a net o0ooobooboobooo
basis;

— When the deferred income tax assets and deferred income tax — 0000OO0o0oOooOOooboOooDooooooo
liabilities are related to income tax to be paid by the same ooobooooooDooooooooo
entity liable to pay tax to the same tax authority, or related to oopoo0ooodooOooDOooogoooo
different entities liable to pay tax but the relevant entities oooboboobobobooboooooo
intend to settle on a net basis or to acquire the income tax ooDoobOobOoobOOobOboOoDooooo
assets and settle the income tax liabilities simultaneously in oo0oobO0ooooobooooboooooo

the future period in which significant deferred income tax goooooo
assets and liabilities would be reversed.

108 SHANDONG FENGXIANG CO,, LTD. O OO 0000000



3. boboogoooooooooob

oo

Interim Report 2023 00 [0 00 O 109



NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Doopootogn

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. boouoooooobooooo
ACCOUNTING ESTIMATES (Continued)

Lease (Continued) ooooo

(1) The Company as a lessee (Continued) Q) ooooooooioo
Right-of-use assets (Continued) oooooooo
The Company subsequently depreciates right-of-use assets oodooo0oOooooooooooooo
using the straight-line method. If there is reasonable certainty goooooboobobobobooooo
that the Company will obtain the ownership of a leased asset ooDoobOobOoobOOobObOoOobDoooo
at the end of the lease term, the Company depreciates the oo00D00oo0oDoOooODbOobobOoooooDoo
right-of-use asset from the commencement date to the end of ooodbOooooooooooboooooo
the useful life of the underlying asset; otherwise, the Company ooooo

depreciates the leased asset from the commencement date to
the earlier of the end of the useful life of the right-of-use asset
or the end of the lease term.

The Company determines whether the right-of-use assets ooo0b0oo0ooooopbDOoooooood
have been impaired in accordance with the principles oooobOoooooOoOooDoooooog
described in the note “Impairment of long-term assets” and oooooooooooooo

conducts accounting treatment for impairment loss identified.

Lease liabilities Ooooo

At the commencement date of lease term, the Company ooooboooooooDooooooog
recognizes lease liabilities for leases (excluding short-term oopoo0ooodooooDooogoooog
leases and leases of low-value assets). Lease liabilities are oooboboobobobouoboooooo
initially measured based on the present value of outstanding ooooooooooboDbo

lease payment. Lease payment include:

Fixed payments (including in-substance fixed payments), less ooooooooboooDoooDoCooog
any lease incentives (if there is a lease incentive); OooOooopooocooooooo
Variable lease payment that are based on an index or a rate; goo0oboooobooooboo
Amounts expected to be payable under the guaranteed gooooboooooDoODbDDOOOOO
residual value provided by the Company; ooo

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

Payments for terminating the lease option, if the lease term 0ooO0o0obO0oo00o0oboO0oO0oDOoooooog
reflects that the Company will exercise that option. odoooOo0oooboDOoooooooboog
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
DooFooooon

For the six months ended 30 June 2023 [0 [J 20230 603000 0 0 O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. boouoooooobooooo
ACCOUNTING ESTIMATES (Continued)

Lease (Continued) ooooo

(1) The Company as a lessee (Continued) Q) ooooooooioo
Lease liabilities (Continued) oooojono
The Company adopts the interest rate implicit in the lease as oopopo0ooodoooooooogoooo
the discount rate. If that rate cannot be determined reasonably, ooboobOoobooboboobooooooo
the Company’s incremental borrowing rate is used. o0oo0O0oDOoO0ooOoDoDOooooo
The Company shall calculate the interest expenses of lease ooodbOooooooooooboooooo
liabilities over the lease term at the fixed periodic interest rate, 00o0DO0o0o0ooOooobOoooooooao
and include it into profit or loss in the period or cost of relevant ooo0oOoooooo
assets.
Variable lease payments not included in the measurement of ooobOooOOoboobOooooboooooo

O

lease liabilities are charged to profit or loss in the period or Joo0o00oDoDOo0ooOooDoooOgo

cost of relevant assets in which they actually arise.

After the commencement date of lease term, if the following ooocooooooboooobooooooao
circumstances occur, the Company re-measures the lease gooobooooooboboobooooo
liability and adjusts the carrying value of the right-of-use asset gooobooooboooooooboo
accordingly. If the carrying value of the right-of-use asset has goooob0oOoobOoOooooboooo
been reduced to zero, the lease liability still needs to be further ooooooo

reduced. The Company accounts for the difference in the
current profit or loss:

goooooooooooooo
gooooocoooooooo
gooooocoooooooo
gooocoooooooobooo
gooooooo

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

Oo0oogoodg
Oo0ooOoodg
O oOooo
O 0OooOoo
Ooogo

gooooocoooooooo
gooocoooooooobooo
gooooocoooooooon
gooooooooooboooo
gooooooooooooDo
gooooooooooooo
a

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

Oo0ooOooogoaog
Oo0ooooaog
O0ooogao
O0ooogoao
O0oo0ooogao
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Doopootogn

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. boouoooooobooooo
ACCOUNTING ESTIMATES (Continued)

Lease (Continued) ooooo
(1) The Company as a lessee (Continued) (1) oooooooojon
Short-term leases and leases of low-value assets oooooooooonn

gboobooooooobooooooobao
gobooboboooooooboooboo
goboooooooooobooooo
oobooobooobooooooboon
oooooooobcoOoooOoooaoizo
gobocoboocoooooooobooooo

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

the original lease shall not belong to a lease of low value

Ooooooooaoo

asset.

Lease change ooood

The Company will account for the lease change as a separate oooobOoo0o0oboO0oOobDOooobooo

lease if the lease changes and meets the following conditions: ooodbOooooooooooboooooo

oo

A The lease change expands the scope of lease by A DDODDDODOODOOOO0OO0O0O00000
increasing the rights to use one or more leased assets; goooooboooooboo

A The increased consideration and the individual price of A DO0oDO0DO0OO0OO0O0OO0O0O0O0O0O0O000
the expanded part of the lease are equivalent to the goo0oooooooooooogo
amount adjusted for the contract.

If the lease change is not accounted for as a separate lease, gooboboobobobooboooooo

the Company shall re-allocate the consideration of a changed goooobO0oOoobOoobOoooooDoo

contract, re-determine the lease term, and remeasure the oooo0ooooooooOoboOoooooo

lease liabilities by the present value calculated from the ooobooooooooooooooo

changed lease payments a revised discount rate on the ooooopoooodg

effective date of the lease change.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
DooFooooon

For the six months ended 30 June 2023 J [J 20230 60 300 0 00 0O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. J0o0O0ooooopoooon
ACCOUNTING ESTIMATES (Continued)

Lease (Continued) ooooo

(1) The Company as a lessee (Continued) (1) oooooooojon
Lease change (Continued) oooojono
If the lease change results in a narrower lease or a shorter gooooooooooooooooao
lease term, the Company reduces the carrying value of the gooobooooobobobooboooo
right-of-use asset accordingly, and recognises the related goooobOOoo0boOOoobOOooOoooDOooo
gains or losses that partially terminate or completely terminate gooOob0bOO0oO0o0ooooooDOooo
the leases into the current profit and loss. For other lease gooooboooOoooooOoooDOooo
change that cause the lease liabilities to be remeasured, the Ooooooooag
Company adjusts the carrying value of the right-of-use assets
accordingly.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Doopootogn

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. boouoooooobooooo
ACCOUNTING ESTIMATES (Continued)

Lease (Continued) ooooo
(1) The Company as a lessee (Continued) Q) ooooooooioo
Lease change (Continued) oooojono
(1) Rental concessions related to the COVID-19 O ooDooooooooooo
Pandemic

For leases that adopt the simplified approach for rent goobooooooooobOobo
concessions related to the COVID-19 Pandemic, the goooooooooooooooo
Company will not assess whether there is a lease change, gooooooobooooooooo
and will continue to calculate the interest expenses of oo0oooooooooooooood
lease liabilities based on the discount rate consistent with gooooobboooobboooo
that before the concession and include such expenses gooobooooobuoboobboooo
into current profit or loss; and will continue to make go0oooobObOooooobooooo
provisions for the depreciation of the right-of-use assets goooooboObOoOoooDoDOoOooo
based on the method consistent with that before the goooooooooooooooo
concession. In the event of a rental reduction, the reduced goo0obOo0oO0ooOoobooooooboono
rental will be treated as variable lease payments by the gooobooooboboobboooo
Company. When a concession agreement is reached, etc. gboooobboooobboooo
to release the original rent payment obligation, the gpoooo

relevant assets costs or expenses shall be offset by the
undiscounted amounts or amounts discounted at the
discount rate before the concession, and the lease
liabilities shall be adjusted accordingly. In the event of a
deferred rental payment, the previously recognised lease
liabilities will be offset when the actual payment is made.

goooooooooooboooo
ooocoooooooooooao
ooooOooooooooooo
oboooooooooooooo
ooooDooooobooooooo
goooooooboooooooo
ooooooooooooogao
ooooooooocoooooo
oooooo

For short-term leases and leases of low-value assets, the
Company continues to include the original contract rent
into the relevant assets costs or expenses in the same
way as before the concession. In the event of a rental
reduction, the reduced rental will be treated as variable
lease payments by the Company, and the relevant assets
costs or expenses will be offset during the concession
period; in the event of a deferred rental payment, rent
payable will be recognised as payables by the Company
during the original payment period, and the previously
recognised payables will be offset when the actual
payment is made.

Oo0oOoOooogooogooaog
Oo0oOooogood
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
DooFooooon

For the six months ended 30 June 2023 [0 [J 20230 603000 0 0 O

3. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

3. 00o0ooDoDoooooooo

Lease (Continued) ooooo

(2) The Company as a lessor @ ooooonood

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

Accounting treatment of operating leases

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

ocoooooooooooooobooooao
ocoooooooooooooooooo
ocooooooooboooooooboooboao
oobooooooooobooobooboobooo
ooooooboooooobooboooobooo
ooooooooooooboooooooo
ooooooooooooooo

oooooooo

ocoooocoooooooooooooao
coooooooOoooooooobooobooao
ocoooocoooooooooooooo
ooooboobooooboooooooboooboo
oooooooooooooooooboo
oooooOoooooooooooooo
ooboboooboooooooocooooo
coooooooocoooooooboobooo
coooocoooooooooooooao
ocoooooooon
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Uo0whobodon

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

3. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)
Lease (Continued)
(2) The Company as a lessor (Continued)

Accounting treatment of financing leases

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

term, discounted at the interest rate implicit in the lease.

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

with the Note “Financial instruments”.

Variable lease payments not included in the measurement of
the net investment in the lease are included in profit or loss in

the period in which they are occurred.

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

separate lease:

The change expands the scope of lease by adding the right to

use one or more leased assets;

The increased consideration and the separate price of the
expanded scope of lease are equivalent to the amount

adjusted according to the contract.
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3. SIGNIFICANT ACCOUNTING POLICIES AND

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

(1) As alessee

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

please see Note “Financial instruments”.

(2) As alessor

If the transfer of assets in the sale and leaseback
transaction is a sale, the Company, as a lessor, accounts
for asset purchase, and accounts for asset lease in
accordance with policies in the aforementioned “The
Company as a lessor”; if the transfer of assets in the sale
and leaseback transaction is not a sale, the Company, as
a lessor, does not recognize the transferred assets, but
recognizes a financial asset equal to the transfer income.
For details of accounting treatment for financial assets,

please see Note “Financial instruments”.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Doopootogn

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. boouoooooobooooo
ACCOUNTING ESTIMATES (Continued)

Hedge accounting (Continued) ooooooo
2. Designation of the hedge relationship and 2. 00OoO0OoooOoooOooon
recognition of the effectiveness of hedging oojoo
(Continued)
The hedge is assessed by the Company for effectiveness on go0ooooOooobooOoooooooao
an ongoing basis and judged whether it meets the gooooooobooboboboboo
requirements for the effectiveness of using hedge accounting gooDOob0bOO0oOo0oOooOO0oOobDOooooo
throughout the accounting periods for which the hedging gooooooooooboog
relationship was designated. Provided the discontent of the
requirements, the application of a hedge shall be terminated.
The application of hedge accounting shall meet the following gooobobooboboboboooobooo
requirements on the effectiveness of the hedge: ooo
(1) There is an economic relationship between the hedged (1) JooD0oobOU0O0oDU0oOoDUOoOoDOOo
item and the hedging instrument. oo
(2) The effect of credit risk does not dominate the value (2 OO0O0D0DO0DODOO0OODUODOODODOO
changes that result from the economic relationship gooooobobOoOooobboooo
between the hedged item and the hedging instrument. ooo
(3) The appropriate hedge ratio will not cause the imbalance @) U0oobDOoooooooooooo
of relative weight between the hedged item and the gooooDoooDoooDOoooDOoo
hedging instrument, thus generating accounting results goboooobboooobboooo
Oo0oDooboboobooboooono
goooooooooooooooano

goooooooooooocoooao
goocoooooooooooooao
ooo
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
DooFooooon

For the six months ended 30 June 2023 [0 [J 20230 603000 0 0 O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. boouoooooobooooo
ACCOUNTING ESTIMATES (Continued)

Hedge accounting (Continued) ooooooo
3. The criteria for hedge accounting 3 Ooooooon
(1) Fair value hedges (1) oooooo

The change in the fair value of a hedging derivative is goooooooooooooooo

recognised in the current profit or loss. The change in the goboooobboooobboooo

fair value of the hedged item attributable to hedging risks goooooooboooDboDbDDbOo0oOo
0

is recognised in the current profit or loss and the carrying gooo0oooDoDOooooo

amount of the hedged item is adjusted at the same time.

gboocooooooboooo
oooooooooooooo
oooooooooooooo
oooooooooooooo
obooooooooooooad
oooooooooooooo
goocoooooboobooood
oooooood

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

Oo0oo0ooogoogog
Ooo0oo0oooOooadg
Oo0oo0ooogodg

O

oooooooooooooogan
ooooooocooooo

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

O

When an unrecognised firm commitment is designated as ooooooooooooooooo
a hedged item, the subsequent cumulative change in the gooboobooboobOoobOoo
fair value of the firm commitment attributable to the gooDoobO0ooDbDOoO0obOoOoDOOo
hedged risk is recognised as an asset or liability with a goobooboboObooooooooo
corresponding gain or loss recognised in the current profit gopooooobooooooooo
or loss. The changes in the fair value of the hedging gooo

instrument are also recognised in the current profit or

loss.

Interim Report 2023 00 O 00 O 121



NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Doopootogn

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. boouoooooobooooo
ACCOUNTING ESTIMATES (Continued)

Hedge accounting (Continued) ooooooo
3. The criteria for hedge accounting (Continued) 3. oooooooooon
(2) Cash flow hedges @ oooooo

The effective portion of the gain or loss on the hedging oo0ooooooooooooooo
instrument is recognised directly as other comprehensive goooooooDoDoODDODODOOO
income, while the ineffective portion is recognised in the goDoooOoooooooobooo
current profit or loss.
Amounts taken to other comprehensive income are gooooooooDoDO0oOoOooooo
transferred to current profit or loss when the hedged oo0oooooooooooooood
transaction affects the current profit or loss, such as when goooboboboooobboooo
hedged financial income or financial expense is gooobooooboobboooo
recognised or when a forecast sale occurs. Where the goooobO0ooDOoobOoOoDbDOOo
hedged item is the cost of a non-financial asset or non- gpbpoooooOboOooooDoDOoooo
financial liability, the amounts taken to other goooboOOooooooboOoooon
comprehensive income are transferred to the initial gooooopoooooooooOOoOo
carrying amount of the non-financial asset or non-financial goooooobooooooooodg
liability (or originally recognised in other comprehensive gooobooooboooboooo
income, and transferred in the same period as the profit ooom
and loss is affected by the non-financial assets and non-
financial liability, the amounts shall be included in the
current profit or loss).
If the forecast transaction or firm commitment is no longer oooooooooooobooooao
expected to occur, the accumulated gains or losses on gpbooooboOboOoooboooo
hedging instruments previously recognised in other gooboobooooopbooDOoo
comprehensive income are transferred to the current profit goooooooooooooooDoo
or loss. If the hedging instrument expires or is sold, gooooooooooooODoDoODOOo
terminated or exercised without replacement or rollover, 00000000 OooOooooo
or if its designation as a hedge is revoked, the amounts gopoobooooobooboobobo
previously recognised in other comprehensive income gboooobboooobboooo
remain in there until the forecast transaction or firm ooo

commitment affects the current profit or loss.

122 SHANDONG FENGXIANG CO,, LTD. O OO 0000000



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

goo@stooood

For the six months ended 30 June 2023 [0 [J 20230 603000 0 0 O

3. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)

Hedge accounting (Continued)

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

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

Critical accounting estimates and judgments

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

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

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

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. boouoooooobooooo
ACCOUNTING ESTIMATES (Continued)

Critical accounting estimates and judgments Ooooooooooog

(Continued)

(2) Fair value measurements of biological assets @ ooooooooono
The management of the Group recognises the fair value less oooDooooDoooooooooooao
sales cost of biological assets at the end of the reporting ooooooooooooooooooo
period with reference to market pricing, species, growing ooooooooooobooooboooboao
environment, costs incurred and professional valuation. The oooobOooooboboobooooooo
Directors of the Company worked closely with qualified ooDoo0obOoo0o0obOO0oOooDooDoooo
external valuers to select the appropriate valuation techniques oooobOooooboobDOoooDoooog
and inputs for the model. The decision involves the application ooooboboDoooooOooooooog
of significant judgments. If actual results differ from ooooboooooboobooobo
management’'s estimates, the relevant differences from the
original estimates will affect the fair value changes in the
current and future periods.

(3) Income tax and value-added tax @B oooooon
The Company is subject to various taxes in the PRC. oobooooobooboboboboooboo
Meanwhile, the Company enjoys various tax benefits in the oobD0oooobOoOoboDbooobooobo
PRC. For example, the Company is exempted from enterprise gooboooooooooobooobooo
income tax for its operations engaging in primary processing oooobOooooooooooDooooo
for agricultural products and animal-husbandry and poultry ooooboooooooooooooog
feeding, and is exempted from value-added tax on its revenue oooo0ooOooooOooooooooo
from the sales of its own agricultural products. There are ooboooobooboboboobooooboo
various transactions and calculations in the ordinary course of gooooobooboboboobooooo
business that result in uncertainties as to the ultimate taxable oo0o0ob0oobDoooboobbOooo
income. The Company recognises the related tax based on ooooDooboOO0ooboOobDOoOoDOoooo
best estimates. If the final tax outcome of the matter differs ooooOooooooooooooobooo
from the initial recorded amount, such difference will affect the go0oo0oOooo0oOooooooboooooao

current profit or loss. In addition, the realisation of income tax ooooooooooooo
and value-added taxes is dependent on the Company’s

capability to generate sufficient taxable income in the future.

Future profitability derived from estimated or income tax rates

will result in adjustments to the value of tax assets and

liabilities.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
DooFooooon

For the six months ended 30 June 2023 J [J 20230 60 300 0 00 0O

3. SIGNIFICANT ACCOUNTING POLICIES AND 3. J0o0O0ooooopoooon
ACCOUNTING ESTIMATES (Continued)

Changes in significant accounting policies and Ooo0O0oOoooooooooOooog
estimates (Continued)

(1) Changes in significant accounting policies Q) oooooooo
The change in accounting policy has not had a significant gooooooooooooooooao
impact on the Company’s financial statements. oog

(2) Changes in significant accounting estimates @ oooooooo
During the reporting period, there was no change in the Joo0oo0ooDOo0ooOooOoOooDOoDbo

Company’s significant accounting estimates.
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Doopootogn

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

4. REVENUE AND SEGMENT INFORMATION 4. 0000000
The Group’s revenue from contracts with customers is recognised oooooDoooooooooooooooog
upon goods transferred at a point in time. For management oopoodooUoDoDoUoOoooooooooo
purposes, the Group is organised into business units based on gooobooboOooboOooooboooboobo
their products and has four reportable operating segments as
follows:
(1) Production and sale of processed chicken meat products 1) 0ooooooooooo
(2) Production and sale of raw chicken meat products (2 OooooooDooo
(3) Production and sale of chicken breeds @B ODO0DO0OODOO
(4) Others comprising the sale of by-products, packing materials 4 0OoDo0DooooDooooDooooao
and miscellaneous products ooo
The management of the Company monitors the results of the goooooboooboDOoooboboboog
Group’s operating segments separately for the purpose of making gooooo0ooOoDoOOoooOooDOooooo

decisions about resource allocation and performance assessment.

Segment assets and liabilities are not disclosed in the unaudited oo0o0oopoooooOooooooooooo
condensed consolidated financial statements as they are not goobobooboobobuobuoboooboooo
regularly provided to the management for the purposes of resource gooobooooobooo

allocation and performance assessment.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
DooFooooon

For the six months ended 30 June 2023 0 [J 20230 60 300 0 0 00O

4. REVENUE AND SEGMENT INFORMATION 4. 00O00DODO0O0O0OO0O

(Continued)
Operating revenue/operating costs Ooooooooon

Six months ended 30 June
goded300000O0O

2023 2022
20230 20220
RMB’000 RMB’000
ooooo goooao
(Unaudited) (Unaudited)
gooogo oooood
Operating Operating Operating Operating
revenue costs revenue costs
oooo oooo oooo oooo
Main business oooo 2,426,582 2,151,749 2,436,185 2,219,424
Other businesses ooood 9,963 2,569 7,088 1,514
Total 0d 2,436,545 2,154,318 2,443,273 2,220,937

Revenue by products oooooooo

Six months ended 30 June
ooeb30000On0n

2023 2022

20230 20220

RMB’000 RMB’000

ooooo ooooo

(Unaudited) (Unaudited)

oooooo oooooo

Processed chicken meat products goooooon 1,229,476 1,141,297

Raw chicken meat products goooo 1,085,063 1,204,620

Chicken breeds 0o 37,408 24,287

Others oag 84,598 73,069

Total oo 2,436,545 2,443,273
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
OO0 otoon

For the six months ended 30 June 2023 [J [J 20230 60 300 0 00O O

4. REVENUE AND SEGMENT INFORMATION 4, 00000000 DOO
(Continued)
Geographic information ooogd
Revenue from external customers oooooo

Six months ended 30 June
goen3onoonod

2023 2022

20230 20220

RMB’000 RMB’000

ooooao ooooo

(Unaudited) (Unaudited)

oooooo oooooo

Mainland China oooaog 1,798,740 1,718,124
Japan od 175,731 169,628
Malaysia oooaog 78,011 242,243
Europe oo 327,895 274,694
Other countries or regions Oooooooao 56,168 38,584
Total oo 2,436,545 2,443,273

5. FINANCE COSTS 5. 0DOog

Six months ended 30 June
goed3onoOoO0OO

2023 2022

20230 20220

RMB’000 RMB’000

ooooo ooooo

(Unaudited) (Unaudited)

oooooo oooooo

Interest expenses oooao 48,613 47,788
Including: Interest expenses on lease goooooooogao

liabilities 6,073 5,511

Interest income oooaog (2,734) (18,705)

Exchange losses gooao (3,956) (7,467)

Handling fees and others oooooog (256) 1,935

Total oo 41,667 23,551
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
DooFooooon

For the six months ended 30 June 2023 J [J 20230 60 300 0 00 0O

6. OTHER GAINS 6. 0OO0ODO

Six months ended 30 June
Oooeb3000000O

2023 2022
20230 20220
RMB’000 RMB’000
ooooo ooooo
(Unaudited) (Unaudited)
oooooo oooooo
Government grants (Note) ooomooo 4,674 785
Handling fee for withholding individual Jooooooooo
income tax 147 168
Total oo 4,821 953
7. GAIN/(LOSS) ON CHANGES IN FAIR VALUE 7. 00000000000
For the six months ended 30 June
go0e03000O0OO
2023 2022
20230 20220
RMB’000 RMB’000
ooooo ooooo
(Unaudited) (Unaudited)
oooooo oooooo
Gain/(loss) on changes in fair value of gooooobOoopbooo
productive O00ooOoooooomooo
biological assets and consumptive
biological assets 10,303 (10,017)
Total oo 10,303 (10,017)
The Company’s gain/(loss) on changes in fair value consists of (i) 000000000 oomooooo@ooo
gain/(loss) arising from initial recognition of agricultural products at ooooooooooooooooooooog
fair value less sales costs upon receipt; (ii) gain/(loss) arising from oD0@moom@Mooooooooooooo
changes in fair value of productive biological assets less sales gooooDoooooomoom
costs.
The Company has engaged an independent professional appraiser 00o0000oo0ooooooOoooooooao
to assess the fair value of the biological assets as at the balance oooooDooooooooooo
sheet date.
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OO0 otoon

For the six months ended 30 June 2023 [J [J 20230 60 300 0 00O O

8. INCOME TAX (EXPENSES)/CREDIT

Six months ended 30 June
Oooeb3000000O

2023 2022

20230 20220
RMB’000 RMB’000
ooooo ooooog
(Unaudited) (Unaudited)
oooooo oooooo

Current income tax expenses
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
DooFooooon

For the six months ended 30 June 2023 [0 [J 20230 603000 0 0 O

9. DIVIDENDS

9.

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

end of the Reporting Period.
10. EARNING/(LOSS) PER SHARE

(a) Basic earning/(loss) per share

10.

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

g

oooo0<z2023tdeb3o00noooooooan
obOoooOooooboboooboobooz02200
oMmooooooobooooooooboDbooaon

gooooo

gooomooo

(1) 000000mMOO0O

gobobooomobbooobooboob
gbooboooooomoboooooooan

gooooocoOooOoooobooo

For the six months ended 30 June
Oboeb030000O00O

2023 2022
20230 20220
(Unaudited) (Unaudited)
oooooo oooooo
Consolidated net profit/(loss) attributableto O OO0 OO0 000 OO0OO
ordinary shareholders of the parent ooooomooon
company (RMB’000) ooooooo 82,095 (70,937)
Weighted average number of outstanding O 000 OO000000O
ordinary shares of the Company goooao 1,378,079,500 1,397,452,084
Basic earning/(loss) per share (in RMB) oooooomooo
oooooo 0.06 (0.05)
Including: Basic earning/(loss) per share goooooooo
from continuing operations (in RMB) gpopoomooo
oooooo 0.06 (0.05)
Basic earning/(loss) per share from oooooo
discontinued operations (in RMB) goopooooooo
oooood — —
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
OO0 otoon

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

10. EARNING/(LOSS) PER SHARE (Continued) 10.0 000000000

(b) Diluted earning/(loss) per share (by OODDODODODOmoono
000000M0o0D000oooooao
0000000000 0000000000
goob0ooOooOO0o0oo0oOoooooDo

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

For the six months ended 30 June
goen3000000O

2023 2022
20230 20220
(Unaudited) (Unaudited)
oooooo oooooog
Consolidated net profit/(loss) attributable to goooooooooooag
ordinary shareholders of the parent oooomooooaon
company (diluted) (RMB’000) ooooooo 82,095 (70,937)

Weighted average number of outstanding goooooooooooo

ordinary shares of the Company (diluted) ooooooo 1,399,017,500 1,397,452,084
Diluted earning/(loss) per share (in RMB) oooooomooooooon 0.06 (0.05)
Including: Diluted earning/(loss) per share goooooooooooog
from continuing operations (in RMB) ooooooood 0.06 (0.05)
Diluted earning/(loss) per share from gooooooOooomogoon
discontinued operations (in RMB) ooooon — —
11. TRADE RECEIVABLES 11.0000
As at As at
30 June 31 December
2023 2022
0 20230 020220
601 300 120 310
RMB’000 RMB’000
ooooo ooooo
(Unaudited) (Audited)
gooooo goooo
Trade receivables oooao 245,957 201,047
Loss allowance oooao 6,626 6,069
Total oo 239,331 194,977
gooooo
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

11. TRADE RECEIVABLES (Continued)

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

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

goo@stooood

For the six months ended 30 June 2023 J [J 20230 60 300 0 00 0O

1. 0000000

OooOoooog

gooooooooooooboooooooo
gooosocboeooooOOOoboOOOO
goooooooooooboooooobooo
oooooooooooobooooooo
goooboooooooooooooogao
oooooooboooooooobooo

gbooooobooobooooboobongo

invoice date and net of provision is as follows: oooooo

As at As at

30 June 31 December

2023 2022

0 20230 0 20220

60 300 120 310

RMB’000 RMB’000

ooooo ooooo

(Unaudited) (Audited)
oooooo ooooo

Within 1 month 10000 239,103 192,640
1 to 3 months 10300 1,409 2,782
3 months to 1 year 300010 2,863 3,098
Over 1 year 1000 2,582 2,526
Total oo 245,957 201,047
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
OO0 otoon

For the six months ended 30 June 2023 [J [J 20230 60 300 0 00O O

11. TRADE RECEIVABLES (Continued) 11. 0000000

The movement in the impairment provision/loss allowance of trade ooooooooboooooobooobooo

receivables is as follows:

As at As at

30 June 31 December

2023 2022

0 20230 0 20220

60 300 120 310

RMB’000 RMB’000

ooooo ooooo

(Unaudited) (Audited)

goooogo goooo

At the beginning of the period oad 6,069 4,113
Loss allowance recognised oooooooo 557 1,956
At the end of the period oo 6,626 6,069

12.INVENTORIES 12.0 0O

As at As at

30 June 31 December

2023 2022

0 20230 0 20220

60 300 120 310

RMB’000 RMB’000

ogoooad goooad

(Unaudited) (Audited)

gooooo goooo

Raw materials ooao 127,175 172,431
Turnover materials ooog 33,233 37,009
Consumptive biological assets (note) opooooowooo 211,519 190,022
Goods in transit oooo 19,399 11,006
Finished goods oooo 392,159 490,915
Total oad 783,485 901,383

Provision for the decline in
. oooooooo

value of inventory (3,766) (3,937)
Total od 779,720 897,447

Note: Consumptive biological assets of the Company refer to broilers, ooooooooOoO0oooOoOoOoooOoooooooo
chicks and hatchable eggs held by the Company. Consumptive goboooOooooboobOoobooooboOoon
biological assets are measured at fair value at the end of the period. goooooo
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Doopootogn

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

15. FIXED ASSETS(Continued) 5. 0000000
(2) Fixed Assets (0000
Premises and Machinery Electronics
buildings devices Transportation devices Total
ooo
ooo oooo oooao oooo oo
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

ooooo OOoooo ooooo OOoooo oooono
(Unaudited)  (Unaudited) (Unaudited)  (Unaudited) (Unaudited)

ltems oo ooooob ooobbo0 bUo0ooob UDobboo boboooo
1. Original Book Value 10000
(1) Balance at the beginning of nHoobooo
the year 2,014,967 2,282,452 70,947 97,613 4,465,979
(2) Currentincrease amount oobooo 43,838 83,730 978 1,140 129,686
— Purchase —00O 12,505 11,919 — 840 25,264
— Transfer from —0pooonoo
construction in progress 31,333 71,811 978 300 104,422
(3) Currentreduction payment oobooD
amount 13,881 28,073 167 1,120 43,241
— Disposal or abandonment —00oo0oao 13,881 28,073 167 1,120 43,241
(4) Balance atthe end of the 4oooo
period 2,044,924 2,338,109 71,758 97,633 4,552,424

2. Accumulated depreciation 20000
(1) Balance at the beginning of nyoooooo

the year 501,558 820,994 22,427 66,355 1,411,334
(2) Currentincrease amount oobooo 46,412 77,186 3,996 5,694 133,288
— Provision —0Oo 46,412 77,186 3,996 5,694 133,288
(3) Currentreduction payment @oopoooo
amount 7,047 20,571 153 1,015 28,786
— Disposal or abandonment —00oo00o 7,047 20,571 153 1,015 28,786
(4) Balance atthe end of the @4oooo
period 540,923 877,609 26,270 71,034 1,515,836
3. Provision for impairment 3.0000 — — — — —
4. Book value 40000
(1) Bookvalue atthe end of the nooopooo
period 1,504,001 1,460,500 45,488 26,599 3,036,588
(2) Book value at the beginning (UDooooooo
of last year 1,513,409 1,461,458 48,520 31,258 3,054,645
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
DooFooooon

For the six months ended 30 June 2023 0 [J 20230 60 300 0 0 00O

16. CONSTRUCTION IN PROGRESS

As at As at
30 June 31 December
2023 2022
0 20230 0 20220
60 300 120 310
RMB’000 RMB’000
ooooo ooooo
(Unaudited) (Audited)
oooooo ooooog
Intelligent integrated projects gooog 3,918 996
Total oo 3,918 996
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
DooFooooon

For the six months ended 30 June 2023 J [J 20230 60 300 0 00 0O

17. PRODUCTIVE BIOLOGICAL ASSETS (Continued) 170000000000

Productive biological assets using the fair value ooooOoooooooooooooao
measurement model (Continued) oo
The Company’s productive biological assets using the fair value gooooOobooooOoboooooobooo

ooooocooooooooooooOoooan
ooooooooboogo

goboobooocobooooobooo

ooooooooooooooooooooaon
ooobOooob2s0000000000250
OOgesOOO0OO0OO0OO0OOO0OeeOOOODODDO
ood
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Uo0whobodon

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

18. RIGHT-OF-USE ASSETS 18.0 0000
Premises
and Land use
buildings rights Total
ooo
ooo gooogad od
RMB’000 RMB’000 RMB’000
ooooao goooad goooad
(Unaudited) (Unaudited) (Unaudited)
Items 0od oooooo oooooo oooooo
1. Original Book Value 1L.0o0o00o
(1) Balance at the beginning of the moooo
year 40,527 198,321 238,848
(2) Current increase amount @Uooood — — —
(3) Current reduction payment @Uooood
amount 4,069 — 4,069
— Disposal — 0o 4,069 — 4,069
(4)Balance at the end of the period @Hoooo 36,458 198,321 234,779
2. Accumulated depreciation 20000
(1) Balance at the beginning of the Qmoooo
year 10,385 26,976 37,361
(2) Current increase amount oOocoood 3,470 2,078 5,548
— Provision — Qoo 3,470 2,078 5,548
(3) Current reduction payment @oooooo
amount 4,069 — 4,069
— Disposal —0oao 4,069 — 4,069
(4)Balance at the end of the period @Hoooo 9,786 29,054 38,840
3. Provision for impairment 3.0000 — — —
4. Book value 4.0000
(1) Book value at the end of the LmHoooooo
period 26,672 169,267 195,939
(2) Book value at the beginning of oooooo
the year 30,142 171,345 201,487
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HREEN 00O
or the six months ended 30 June 2023 [0 [0 20230 60 300 0 O

19.INTANGIBLE ASSETS
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

oowhobdod

For the six months ended 30 June 2023 [J [J 20230 60 300 0 00O O

20.BILLS PAYABLE 2000000
As at As at
30 June 31 December
2023 2022
0 20230 0 20220
60 300 120 310
RMB’000 RMB’000
opoooo ooooo
(Unaudited) (Audited)
oooooo ooooo
Domestic letter of credit goooao — 70,000
Total oo — 70,000
Aged analysis oogdd
As at As at
30 June 31 December
2023 2022
0 20230 0 20220
60 300 120 310
RMB’000 RMB’000
opoooo ooooo
(Unaudited) (Audited)
oooooo ooooo
An aged analysis of the bills is as follows gooooooo
Within 1 month 10000 — —
1 to 3 months 10300 — —
3 months to 1 year 300010 — 70,000
Over 1 year 1000 — —
Total oo — 70,000
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
DooFooooon

For the six months ended 30 June 2023 J [J 20230 60 300 0 00 0O

21. TRADE PAYABLES 21.0000
As at As at
30 June 31 December
2023 2022
0 20230 0 20220
60 300 120 310
RMB’000 RMB’000
ooooo ooooo
(Unaudited) (Audited)
oooooo ooooog
Payables for goods gooog 387,928 454,943
Total oo 387,928 454,943
An aged analysis of the trade payables gooooooooooo
based on invoice date oooog
Within 1 month 10000 232,740 238,690
Over than 1 month but within 3 months 10300 150,350 197,471
Over than 3 months but within 1 year 300010 1,942 17,120
Over 1 year 1000 2,896 1,662
Total oo 387,928 454,943
22.PAYROLL PAYABLE 22.000000
Post-employment
benefits, defined
compensation withdrawal plan Total
gooooo
gooood od
RMB’000 RMB’000
ooooog ooooog
(Unaudited) (Unaudited)
oooooo oooooo oooooo
Amounts at the end of last year gooooo 7,476 80,137
Increase in current period oooooag 26,493 313,862
Decrease in current period gpopoooog (33,787) (330,653)
Amounts at the end of the period oooo 182 63,346
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

oowhobdod

For the six months ended 30 June 2023 [J [J 20230 60 300 0 00O O

23.0THER PAYABLES 23.00000
As at As at
30 June 31 December
2023 2022
0 20230 [0 20220
60 300 120 310
RMB’000 RMB’000
goooad goooo
(Unaudited) (Audited)
gooooo goooo
Borrowings from Falcon Holding LP (“Controlling Falcon Holding LRTO 0 0 O O 0 O
Shareholder”) (note) oooo 322,173 —
Payables for projects ooo 104,065 115,024
Accrued expenses oooaod 49,159 68,395
Deposits and guarantees gpoooodog 34,841 36,716
Withholding payments gpoooodog 9,363 7,418
Employee advance payment gpoooo 203 954
Total oo 519,804 228,507
Note: ooo
Loans from Controlling Shareholder gooooo
As at As at
30 June 31 December
2023 2022
020230 [0 20220
60 3000 120 310
RMB’000 RMB’000
goooo goooo
(Unaudited) (Audited)
oooooo gooooo
Loans from Controlling Shareholder, securedand 0 0000000000000
guaranteed 87,962 —
Loans from Controlling Shareholder, unsecured go0o0ooooooooooog
and unguaranteed 234,211 —
Total oo 322,173 —
By maturity date: ooooo
Loans from Controlling Shareholder, secured oooooooooo
Within 1 year 1000 87,962 —
1-2 years 1-20 — —
2-5 years 2-50 — —
Loans from Controlling Shareholder, unsecured gooooooooooooao
and unguaranteed
Within 1 year 1000 234,211 —
1-2 years 1-20 — —
2-5 years 2-50 — —
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24,

25.

goo@stooood

For the six months ended 30 June 2023 J [J 20230 60 300 0 00 0O

BORROWINGS 24.0 0
Borrowings from financial institutions oooooo
30 June 31 December
2023 2022
20230 20220
60 300 120 310
Bank loans, secured and guaranteed gooooooooooao 1,079,647 1,427,929
Other financial institution loans, secured gooDoooooooooag
and guaranteed ooo 110,262 61,205
Total oog 1,189,909 1,489,134
By maturity date: goog
Bank loans, secured and guaranteed goooooocooooo
Within 1 year 1000 952,857 1,175,781
1-2 years 1-20 50,716 150,716
2-5years 2-50 76,074 101,432
Other financial institution loans, secured gooooooooooodad
and guaranteed ooo
Within 1 year 1000 110,262 61,205
1-2 years 1-20 — —
2-5 years 2-50 — —
Effective annual interest rate: ogooooo
Bank loans, secured and guaranteed oooooooooooo 3.8%—6.14% 3.7%—6.5%
Other financial institution loans, secured Jooooooogoooon
and guaranteed ooo 5.39%-5.65% 5.60%-5.65%

RELATED PARTIES AND RELATED PARTY

TRANSACTIONS

(1) Information on the parent company of the

25. 00000000

() 00DOooooooo

Company
Percentage of  Percentage of voting
Name of Registered Business shareholding inthe  right in the Company
the parent company in nature Registered capital Company (%) (%)
ooooooo ooooooo
ooooao oon oooo oooao 0o0ooo@) 0ooooog@®)
Falcon Holding LP Cayman Private Equity 70.92 70.92

Islands
Falcon Holding LP oooo

Investment
oooooo

The ultimate controller of the Company is PAG (Pacific

Alliance Group)

gooooboobooopAGOOODOO
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OO0 otoon

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

25.RELATED PARTIES AND RELATED PARTY 25. 00000000000
TRANSACTIONS (Continued)

(2) Information on the subsidiaries of the Company @ ooooooooo
Major operation Percentage of Acquisition
Name of subsidiary place Registered in Business nature shareholding (%) method
Direct  Indirect
0000 %)
ooooo gooooo oono oooo oo 0o oooo
Shandong Fengxiang Yanggu County, Yanggu County, Production and sale of 100 — Setup
Industrial Co., Ltd. Liaocheng City, Liaocheng City, frozen meat products
Shandong Province  Shandong Province
0o00oooooooo ooooao goooao goooooooooo oo
0oooo opooo
Shandong Fengxiang Yanggu County, Yanggu County, Production and sale of 100 — Setup
Food Development Liaocheng City, Liaocheng City, frozen food
Co., Ltd. Shandong Province  Shandong Province
oooooooo ooooo ooooo oooooooooo oo
oooo oooo oooo
Shandong iShape Food  Yanggu County, Yanggu County, Production and sale of 100 — Setup
Technology Co., Liaocheng City, Liaocheng City, frozen food
Ltd.* Shandong Province  Shandong Province
oooooooo gooooa goooao oooooooooo oo
oooo 0oooo opooo
Fengxiang Foods Japan Japan Consulting 100 — Setup
(Japan) Co., Ltd.
oooooooo oo oo oo oo
Yucheng Fengming Yucheng City, Yucheng City, Production and sale of — 100 Setup
Food Co., Ltd. Shandong Province ~ Shandong Province  frozen food
0000C0O00DO0OO0 oDooooo oooooo oooooooooo oo

*

For identification purpose only
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goo@stooood

For the six months ended 30 June 2023 J [J 20230 60 300 0 00 0O

25.RELATED PARTIES AND RELATED PARTY 25. 00000000000
TRANSACTIONS (Continued)

(3) Information on joint ventures and associates of @ UUuooooooooooo

the Company

Percentage of Accounting
shareholding (%) for
investments Strategic
in joint to the
Name of joint ventures or  Major operation venturesor ~ Company’s
associates place Registered in Business nature Direct Indirect associates activities
0000 %) 00000
gooooOo DoOoooo
goooo ooo
00000O00DO0oO00 OODboo ooo oooo oo oo goooog oooo
Yanggu Xiangyu Biological ~ Yanggu County, ~ Yanggu County, ~ Operation of organic 49.00 — Equity Yes
Technology Co., Ltd. Liaocheng Liaocheng fertilizers, method
City, Shandong  City, Shandong ~ microbial
Province Province fertilizers,
bio-fertilizers
oooooooo ooooo ooooo ooooooooo ooao 0
oooo oooo oooo oooo

Interim Report 2023 00 O 00 O

147



NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
OO0 otoon

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

25.RELATED PARTIES AND RELATED PARTY
TRANSACTIONS (Continued)

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

Table of purchase of goods/receipt of labor services:

Six months ended 30 June
Ooeb30000O00O

2023 2022
Content of related party 20230 20220
Related party transactions RMB’000 RMB’000
ooo ooooooooo ooooo ooooo
(Unaudited) (Unaudited)
oooooo oooooo
Liaocheng Aode Energy Co., Ltd.* Purchase of natural gas — 43,295
oooopoooooo:x oooood
Qingdao Xiangguang Logistics Co., Ltd.* Settlement of logistics service — 1,375
fees
oooooooooo* ooood
Zhongke Fengxiang Biotechnology Co.,  Purchase of raw materials — 597
Ltd.”
00o0oDOoooooooooo® oooooo

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

*  The above related party transaction qualified as fully exempt
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
DooFooooon

For the six months ended 30 June 2023 [0 [J 20230 603000 0 0 O

25.RELATED PARTIES AND RELATED PARTY
TRANSACTIONS (Continued)

25.00000000000

(4) Related party transactions for purchase and 4 0Do00oDOoooDoDoDooDoOooooDO

sales of goods, provision and receipt of labor ooo
services (Continued)
Table of sales of goods/provision of labor services: o0ooooooooooo

Six months ended 30 June
Ooeb30000O00O

2023 2022

Content of related party 20230 20220

Related party transactions RMB’000 RMB’000

ooo oooooo ooooo ooooo

(Unaudited) (Unaudited)

oooooo oooooo

Yanggu Xiangqi Biomass Power Sales of materials — 65

Generation Co., Ltd.

ooooooooooooo oooo

Zhongke Fengxiang Biotechnology Co., Ltd. Sales of goods — 2,353
oo0oooooooooooo oooo

Shandong Fengxiang Supermarket Co., Ltd. Sales of goods — 1,553
OooDoooooooo oooo

Yanggu Xiangguang Copper Co., Ltd. Sales of goods — 77
oooooooooo oooo

GMK Holdings Group Co., Ltd. Sales of goods — 27
ooooooooooood ogooo

The above related party transactions were conducted in
accordance with the terms mutually agreed between the
parties. The maximum annual cap of the above related party
transactions for the year ended 31 December 2022 is more
than 0.1% but less than 5% of all the applicable percentage
ratios (except profit ratio) under Rule 14.07 of the Listing Rules
and constitute non-exempt continuing connected transactions.
The related party transactions were subject to the reporting,
annual review and announcement requirements, but are
exempt from the circular and independent shareholders’
approval under Chapter 14A of the Listing Rules. The above
related party transactions qualified as de minimis transactions
under Chapter 14A of the Listing Rules for the six months
ended 30 June 2023 and is fully exempt from the independent
shareholders’ approval, annual review and all disclosure
requirements under Chapter 14A of the Listing Rules.

ooooooooooooooooooo
oooobooz202201203100 0000
goooooooooooobooodisor
gooooooooooooocooooOoo
goi1wbooos»wuoooooooooao
goooobbobooboboooAgOooono
goooooooooooobooooooDbo
gooooooooooobooooboooo
oo0ooOoo0odoOz0230e60300000
gotbobobooooooooAOOOOOO
gboooooooboooOooboOooooAn
gboocoooooooooooooboooaon
ooo
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oowhobdod

For the six months ended 30 June 2023 [J [J 20230 60 300 0 00O O

25.RELATED PARTIES AND RELATED PARTY
TRANSACTIONS (Continued)

(5) Leasing with related parties

The Company as a lessee:

25. 0000

gooogoo

(5 000000

goooooobooo

Six months ended 30 June
goen3onoonod

2023 2022

20230 20220

RMB’000 RMB’000

goood goooad

(Unaudited) (Unaudited)

oooooo oooooo

Rental Rental

expenses expenses

Name of the lessor Type of leased assets paid paid

ooooo gooooad goood goood

GMK Holdings Group Co., Ltd. Premises — 503
ooooooooooooo oo

The leasing with related parties is a one-off related party
transaction which qualifies as a de minimis transaction and is
fully exempt from the independent shareholders’ approval,
annual review and all disclosure requirements under Chapter

14A of the Listing Rules.

(6) Borrowing from or lending to related parties

goobooobooooao

gboobooo

goooobooooooOoooocoooan
gA00O0OO0OO0OO0COOOoOoOOO0OOoan

oooo

(6) DDDODODODODO

As at As at

30 June 31 December

2023 2022

0 20230 [0 20220

60 300 120 310

RMB’000 RMB’000

ooooo ooooo

Related parties Iltems (Unaudited) (Audited)
ooad 0o ogooooo ooooo
Falcon Holding LP Falcon Holding LP 322,173 —

Borrowing (note)

oooo

Note: The principal amount was RMB321,960 thousand, and the

interest was RMB213 thousand.

SHANDONG FENGXIANG CO., LTD.O OO0 OO0OO0O0000

ooooooooonas2ieeod
ooo

oooooooa21s



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

25.RELATED PARTIES AND RELATED PARTY
TRANSACTIONS (Continued)

(6)

Borrowing from or lending to related parties
(Continued)

The above related party transactions include borrowings (i)
qualified as a fully exempt continuing connected transaction
under Chapter 14A of the Listing Rules for financial assistance
on normal commercial terms or better and not secured by the
assets of the listed issuer group; (ii) conducted in accordance
with a loan framework agreement and the annual cap is more
than 0.1% but less than 5% of all applicable percentage ratio
(except profit ratio) under Rule 14.07 of the Listing Rules,
which is subject to reporting, annual review and announcement
requirements but exempt from the circular and independent
shareholders’ approval under Chapter 14A of the Listing Rules.

goo@stooood

For the six months ended 30 June 2023 J [J 20230 60 300 0 00 0O

25. 0000000000 d

() 0O0DODDODOOO0ODO

oo0ooooooOooOopoobcooooon
ooAO0QOOCOOOOOOODOODOO
goooooooooooobooooo
oboocooooooooooobooooo
ooooo@moooooooooooo
goboboobOoO0oo0o700OooO
OooOooOoOO0O00000001A%000
5000000000000 00A0O0O0O00O0
coboboooooooobooocooboooo
oooooooon

Oo0ooOooogoogoao

(7) Compensation of key management personnel (ryooooooodod
Six months ended 30 June
goed3o0inooonO
2023 2022
20230 20220
RMB’000 RMB’000
ogoooad goooo
(Unaudited) (Unaudited)
gooooao gooooo
Compensation of key management oooooooao
personnel 4,745 5,505
Share-based compensation oooooooog 1,643 3,480
Total oo 6,388 8,985
(8) Other related party transaction @ nooooo
Six months ended 30 June
goed03o0nOOonO
2023 2022
20230 20220
RMB’000 RMB’000
goooo goooo
(Unaudited) (Unaudited)
oooooo oooooo
Interest income: ooogoo
GMK Finance Co., Ltd. goooooooa — 14,394
Interest expenses: 0ooooo
Shandong Fengxiang (Group) Co., Ltd. OO0 0000000 OOO0OO — 1,639
Falcon Holding LP Falcon Holding LP 6,101 —
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NOTES TO.THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Doopootogn

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

26. TAXATION 26. 00O

() Main taxes and tax rates gooooooooo

152

Tax types
oo

Tax basis Tax rate
oooao oo

Value-added tax

The value-added tax payable is the difference between output 13%0 9%[1 6%
tax (calculated based on the revenue from sales of goods and
taxable service income under the tax laws) and net of the input

tax that is allowed to be deducted in the current period

ooo oo00o0o0o0oU0UoooO0o0ooDUooooOOoOoOoUoo
oo0oo00oU0oUooooOo0o0oDUoDooooooooUoOo
oooao

City maintenance and Value-added tax actually paid 5%

construction tax

ooooooog ooooooooooo

Education surcharge Value-added tax actually paid 3%

ooooao ooooooooooo

Local education surcharge Value-added tax actually paid 2%

oooooood ooooooooooo

Enterprise income tax Taxable income 25%

ooooao oooooooodg

Resource tax Amount of water resources used RMB2/ton, RMB6/ton

ooao oooooooog 00020000 OO0
6000

Property tax 1.2% of the remaining value after the original property value 1.2%

less 30%

ooo 0000000 O0O030%00001.2%00

Land use tax Actual land area RMB4/m?

ooooao oooooooo ooo40000

Different enterprise income tax rates applicable to different

gboocooooocooOooOoooooboooao

taxpayers are disclosed as below: ooooo

Taxpayer Income tax rate
goooooo ooooo
Fengxiang Foods (Japan) Co., Ltd. 0% According to the

oooooooa

local tax regulations
oooooooo

SHANDONG FENGXIANG CO,, LTD. O OO 0000000



26. TAXATION (Continued)

(II) Tax preference

The Company and Shandong Fengxiang Industrial Co., Ltd., a
subsidiary of the Company, are entitled to the preferential tax
policy of “exemption from enterprise income tax for agriculture,
forestry, husbandry and fishery projects” from 1 July 2012;

The Company is entitled to the preferential tax policy of “VAT
exemption for agricultural producers on the sale of self-
produced agricultural products” from 1 August 2012;

The Company is entitled to the preferential tax policy of “VAT
exemption for feed products” from 1 January 2015;

The Company is entitled to the preferential tax policy of
“exemption from urban land use tax for land directly used for
production in agriculture, forestry, husbandry and fishery” from
1 December 2010;

The Company, Shandong iShape Food Technology Co., Ltd.* ((I
0000000000 O) and Shandong Fengxiang Food
Development Co., Ltd., subsidiaries of the Company, are
entitled to the preferential tax policy of “exemption from VAT
on free lending of funds between units within an enterprise
group (including enterprise groups)” from 1 February 2019 to
31 December 2023;

Shandong Fengxiang Industrial Co., Ltd. and Shandong
Fengxiang Food Development Co., Ltd., subsidiaries of the
Company, are entitled to the preferential tax policy of “VAT
exemption for fresh meat and egg products in circulation” from
1 August 2014;

Shandong Fengxiang Food Development Co., Ltd., a
subsidiary of the Company, is entitled to the preferential tax
policy of “VAT exemption for vegetables in circulation” from 1
July 2016.

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

goo@stooood

For the six months ended 30 June 2023 [0 [J 20230 603000 0 0 O

26. 000 0O4d
ooooon

ooobooooooboooooooooao
20120701000 00000CO0OO0ODODOO
oooobooooobooobooon

oOoo0Oz0208010000000000
oooooooooooobooooooon

oooobzos0101000ooooOooaOo
goooobooooooo

goo0oo0oz20o0012010 000000000
goboboooooooooooobooboooo
gooboooobo

gooocoooooooooooooao
ooobOoooOooooooo0n0oezo19b2
010 020230120310 00000000
gooboobooboobooobboobooon
goooooocooooooodo

goboooboooooobooooobooonn
goobobooobzo40801000 00O
gooocoooooooboooboooogan
ooo

ooooOooooooOoO0oDn0ODOObOeazoien
0100000000000 000D0000
gobooooo
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Doopootogn

For the six months ended 30 June 2023 [0 J 20230 60 300 0 0 0O O

27.RISKS RELATED TO FINANCIAL INSTRUMENTS 27. 0000000000

The Company is confronted with various financial risks during its ooobOooooDOooOOoboooooooood
operation, including credit risk, liquidity risk, and market risk o00oooooooooomooooooooag
(including exchange rate risk, interest rate risk, and other price ooooDoooooDoDmooooooood
risks). The above financial risks and the Group’s risk management ooooooooooooDooooooooog
policies for the mitigation of these risks are as follows: ooo

The Board of Directors is responsible for planning and establishing gooo0oob0oboooooDOoooboboboog
the Company’s risk management framework, formulating the goooobooboooooboooooboobooog
Company’s risk management policies and related guidelines, and goobooooOooOobobooOooooo
supervising the implementation of risk management measures. goobooobooooboooobuooooo
The Company has established risk management policies to identify goobooobooooboooobuooooo
and analyse the risks faced by the Company, which provide clear goobo0oobobooboboooopoooog
guidelines for specific risks and cover many aspects of market risk, goooo0ooboboobobobooopoooog
credit risk, and liquidity risk management. The Company regularly goobooOOobooooOgooboooooobooog
assesses the market environment and changes in the Company’s goooo0ooboboOobOoDbOooDooDooood
business activities to determine whether its risk management goob0ooDooooOOobOobDOoDoDooDooood
policies and systems need to be up