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CORPORATE INFORMATION
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MAJOR FINANCIAL INDICATORS AND KEY OPERATING DATA
FTEMBEEREE

KEY FINANCIAL DATA
TENKUE

Revenue

Gross profit

Loss before biological assets fair value
adjustments

Net loss

Net loss attributable to shareholders
of the parent company

Basic loss per share
(in RMB)

WA
EF
EMEERABEAENER

B A
BESRARERNFER

BREANEE
(AR%T)

REyE

For the six months ended 30 June

B Z6H30A LA
2022 2021
20224 20214
RMB’000 RMB’000
ARB T AR®TT
(Unaudited) (Unaudited)
(RBER) (R ER)
(As restated)
(g &Eat)
2,443,273 1,969,445
222,336 179,140
(60,920) (47,375)
(70,937) (57,602)
(70,937) (61,655)
(0.05) (0.04)
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MAJOR FINANCIAL INDICATORS AND KEY OPERATING DATA

ENREERFTELEHIE

KEY OPERATING DATA

FTEREHE
White-feathered broilers bred
BYR#ERES
unit: million birds
By ABE

66.3
y l

Six months ended 30 June 2021 Six months ended 30 June 2022
EHZE2021%F6H830H Z£2022%6H30H
1EREA 1EREA

Sales volume of processed chicken meat products

EIMTHEARRHEE

54.7
48.9
N 9%

Six months ended 30 June 2021 Six months ended 30 June 2022
HZE2021%6H30A HZE2022%56H30A
1ER@EA 1ER@EA

unit: million kg

By 5ETR

Sales volume of chicken breeds
HHEE
unit: million birds

ESANEE S

19.1
13.3
l ! 2)0’0 '

Six months ended 30 June 2021 Six months ended 30 June 2022
EHZE2021F6H30H EZE2022F6H30H
=@ A 1ER{EA

SHANDONG FENGXIANG CO., LTD. WWREBE¥RHBERAF

White-feathered broilers processed

BRFREMTE

unit: million kg

By BABTR
161.7

133.9
y

Six months ended 30 June 2021 Six months ended 30 June 2022
B ZE2021%6830H Z2022%6830H
1EREA 1EREA

Sales volume of raw chicken meat products
SHARNMEE
unit: million kg

By BETR

121.0

Six months ended 30 June 2021 Six months ended 30 June 2022
HZE2021F6H308 HZE2022F6H30H
1ER@EA 1EREA



MAJOR EVENTS
RER

. JANUARY
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On 8 January, the first product of “/& J¥ (iShape)” On 12 January, Shandong Fengxiang Co., Ltd.
(“iShape”) in 2022 — “Gancuiburen” chicken breast (the “Company” or “Fengxiang”, together with
chips was launched, and started the era of "All its subsidiaries, the “Group”) urgently distributed
Things Low-fat”. quality-assured chicken products to fully support

Xi'an and help the people of Xi'an to fight against the
1A8R ' [{& J (iShape) |([ B 1) 20228 # i m“ % pandemic and overcome the difficulties together.
e BMAER LT HEX B ETER"

XA 1A1B - IWREHBRDARAR(RATIRIRH]
BEREMBRAAAEAARBDESABRTLEANE

mMENMEAL  BAZARBLAR  KARER-

On 16 February, iShape launched
its first chili meat-fried salad chicken
breast with “Chinese Culinary
Flavours”.

© © 0 6 6 0 00 006000000000 0000000000000 000000000000000000000

2R168 » BIZERhERERIK"
BRI ARDHERMA £ -

FEBRUARY

® :;

e e e eeceeec000c0s 000
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MAJOR EVENTS
RER

MARCH
®

3R
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On 2 March, “Bl# & f (Fovo Foods)” (‘Fovo Foods”) fresh On 8 March, during the “Women’s Day” promotion,
chicken meat was selected as “Shandong's Good Product”. iShape launched a new popular single product —

low-fat chicken breast sausage and low-fat chicken
3A2H ' [EL# & f(Fovo Foods) (BB ®m) EBZE W A breast meatballs, which received positive response
BUT@ILR"RHE - from the market.

On 4 March, Li Xian, a talented actor born in the 1990s, 3A8H  RHEMEHANREHME BEHELE2TARER —
was engaged as the brand spokesperson of iShape. ERRZERMABNMERERAL BEEMBRITFRE -

3H4B - IORENKEEFHKAEF RERFTA -

On 8 April, iShape further accelerated its i

development of “All Things Low-fat”, officially gy 1 -
launched iShape chicken breast oat fried rice, a {tﬁ?ishape
brand new crossover product, on all platforms.

AA8H - BREMEAEE BREZR 2
MBERTR — EVERNAREYPREFEER
E# -

On 18 April, iShape won the “Digital Intelligence
Business Competition Annual Gold Award of
People Management” at the “2022 Alimama m
awards” annual ceremony.

48188 » “2022F E i £ 1515 m awards” F £ 8
AR BERELEBECEBREFTEARL
BEHE o

M aw

APRIL 4 A PR

® 4

8  SHANDONG FENGXIANG CO., LTD. IWRBHBRBERAT



MAJOR EVENTS
RER

DOU SUMMIT

On 5 May, “All Things Low-fat” under iShape launched
another new product — iShape chicken breast luncheon
: meat, on all platforms.

5A5H B TBYMEAEE " BANT —BVHERT

ERA2FELE-

On 31 May, iShape’s salad chicken breast was selected as the

. only “Tik Tok Annual Products” of the fresh food category at

5 the 2022 Tik Tok E-commerce Ecology Conference. :

. 66 Tk 7% 3 D £ %53 g Py

: ik k35 3 B Bhyyds
: 5A31E - BEASN AWM A EE2022N T EHER NS4 &

: QRN EFEEY

§ @ 9
. BEFTRBETH

BRGEA Rk

fERZAN 711 R EIS T I P 2022 BE

. On 8 June, iShape became the official supplier On 18 June, iShape won the champion of the
of Beijing Guoan Football Club. omnichannel sales in the subdivided industries,
. and was the champion of 618 Shopping Festival
6A8H BEKAILRBEZEHRELILNES sales for three consecutive years.
frEn -
6H1BH BT EMNTEL2REHELE -
EE-FEIR6IBEMEHHET o

On 28 June, Fengxiang was selected as the “2021 Top 10

: Corporate Governance Enterprises of Shandong”.
JUNE
@® - 68288 - BB 2021EBAFAE+ARE

Interim Report 2022 FHisR4%
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEBNWRIOMN

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 China, which was established as a joint stock limited liability
company in the PRC on 17 December 2010 and listed on the Main
Board of the Stock Exchange on 16 July 2020 (stock code: 9977).

The Group is principally based in Shandong in the PRC and
produces and sells processed chicken meat products and raw
chicken meat products mainly from white-feathered broilers. The
main products include (i) processed chicken meat products; (ii)
raw chicken meat products; (iii) chicken breeds; and (iv) others.
Apart from its leading domestic market position in the PRC, the
Group has an established and growing export business supplying
a wide range of premium quality chicken meat products to
overseas customers in Japan, Malaysia, the European Union, the
Middle East, the United Kingdom, 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.

SHANDONG FENGXIANG CO., LTD. WWRBE#RMBERALTF

NTHBEDMTERE TROBNEERESD
EHF - Bl ETEBPAF —HEBEFRL/E
ERANBFREMAN  MABI RH BN EE
RO EE -

YNGR D

& I

AR ATESANAPAFELIERBELNE
ARMEEDLE  N2010F12A17TREFRBK L &K
BAERRAT » W MR2020F7A16BEB X EIR EH
(% D R 5% : 9977) ©

AEBMFBMNRAFEALULUR  TZAAPAEE
EXEEFNIEAZAREEARAEZER - TEER
BREOFNTEARS: VEZEARR (INVEE X
(iV)Ef - RERBEBEATISHNBLUIN  RER
MHEERAL T ANEOERS  MBAR- BRA
o BB PR EE - BE - KEHRFINEEEIN
EEFHEZEEEEAER AEEMHNOPNERNE
RERAFHEEEEAETEERE -

AEERA-—BLIXZGHES IR - FAK
BeENrFHRSreBRNEERE  KMAERE
BRAEREINEARMOBELHEREARENE
BRKA -



MANAGEMENT DISCUSSION AND ANALYSIS

Business Segments

Processed Chicken Meat Products

The Group markets its processed chicken meat products
under Fovo Foods, iShape and “ i ¥ 1 (Wu Genglu)’ (“Wu
Genglu”) brands. Processed chicken meat products comprise
cooked, semi-cooked and seasoned chicken meat products.
Depending on the processing methods, these processed
products are required to be chilled or frozen. The raw chicken
meat the Group uses in its processed chicken meat production
is either supplied by itself or procured from independent third
party suppliers. The cooked chicken meat products comprise
ready-to-eat chicken meat products and frozen chicken meat
products, which are fully cooked and sterilised (end consumers
will need to reheat the frozen cooked chicken meat products
before consumption according to the instructions provided on
the packaging). The semi-cooked chicken meat products are
processed, chilled or frozen and boxed (end consumers will need
to further process (including steaming, grilling, roasting or frying)
such semi-cooked chicken meat products before consumption
according to the instructions provided on the packaging). The
seasoned chicken meat products include raw chicken meat
flavoured with certain ingredients or spices. The Group also offers
ready-to-cook pre-prepared meal solutions, including Chinese
cuisine. For the six months ended 30 June 2022, the sales volume
of processed chicken meat products increased by 11.9% to 54.7
million kilogram (“kg”) (six months ended 30 June 2021: 48.9
million kg). For the six months ended 30 June 2022, the revenue
from sale of processed chicken meat products (after elimination
of inter-segment transactions) grew by 9.0% to RMB1,141.3
million (six months ended 30 June 2021: RMB1,046.8 million),
representing 46.7% of the Group’s total revenue.

BEEFNWR DN

E3 %)

okt

B

BT & AR i

AEEBHFERSR - @FN&[HEE(Wu Genglu) ]
(EEBDREHERERNTIHEARS - FINTHAR
REEERNARE R ZFAXAREGRAKERA
BR e ZEFNIERETLEEARR  BFEMIHE
ME - AEBMPBPEMIHEAEETRMERNEHERA
MEBSHE  KABIE=FHERRE - ZAR
REGEENRFALRERLAREAZ K YEX
PEAVHES(RRBBERRANEREEE LN
BREFMBLREAARER) - EANF ARG
BENT - RESRARRBE(EREEERR AN
FEREEELIMNETE—SPNIT(BEZE B -
BESRE)EAFARER) - ARERNERKA
AHNERETRAXEFRHFARMAK - REB IR
HEEAMINNZAERR  BEPREE - H=
2022F6A30BIENER  AMITHEARRHIE =L
£11.9% %5478 & TR (TR I(EZ=2021F6HA30H
IEARMEA: 489B B T5) ° #F202296H30H 1<
BA HERMNIHERNERMESRA(REHEDPBM
RE5%)EREIO%E AR 1141.35 & Jt (F =2021
F6HA30B LA AR¥E1,046.8FE7T) AL
BRI A H46.7% °
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEBNWRIOMN

Raw Chicken Meat Products

The Group offers raw white-feathered chicken meat products,
which include whole frozen chickens and chicken portions, such
as chicken wings, chicken breast, chicken drumsticks, chicken
drumettes, bone-in chicken thighs, boneless chicken fillets,
chicken head, chicken feet and chicken legs. The Group’s broilers
are then cut into portions according to its internal or customers’
requirements, and will be chilled or frozen depending on the
product’s nature. For the six months ended 30 June 2022, the
sales volume of raw chicken meat products increased by 43.2%
to 121.0 million kg (six months ended 30 June 2021: 84.5 million
kg). For the six months ended 30 June 2022, the revenue from
external sale of raw chicken meat products increased by 48.5% to
RMB1,204.6 million (six months ended 30 June 2021: RMB811.0
million), representing 49.3% of the Group’s total revenue.

Chicken Breeds

The Group sells some of its chicken breeds hatched from
broiler eggs to other independent third parties for breeding into
broilers. The sales volume of the Group’s chicken breeds is based
on the average selling prices of chicken breeds, which is market-
driven. The Group sells chicken breeds to local chicken farmers
and other poultry business operators, who are independent
third parties. For the six months ended 30 June 2022, the sales
volume of chicken breeds increased by 44.3% to 19.1 million birds
(six months ended 30 June 2021: 13.3 million birds). For the six
months ended 30 June 2022, the revenue from external sale of
chicken breeds dropped by 43.2% to RMB24.3 million (six months
ended 30 June 2021: RMB42.8 million), representing 1.0% 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 6.1%
to RMB73.1 million for the six months ended 30 June 2022 (six
months ended 30 June 2021: RMB68.9 million), representing 3.0%
of the Group’s total revenue.

SHANDONG FENGXIANG CO., LTD. WWREBE#KRMGERA A

4+ 28R R

AEEREEAPEARR  HPBELREH
NHEERAL - GNEER - B - BVER BB - EF
HRR - mEHY - HEBNRER AEEEH
BIRBEASKESERE AR RS @B - WRIE
EmMEEERLBEILE - BE202266H30H 1EX
A H#HARRMEEERIZ2%E121.088 TR
(BiE2021F6A30HIEAMA : 84588 TR) - HE
2022 6A30HEANEA - HINEEEHRARRTE
W A2 K48.5% = A R#1,204.68 & 7T (H £20214F
6A30B L NAA: ARBSM0EE)  EAEEE
U A #749.3% °

2

AEEHE—FOoBHEERLERNES THME
VEZH UABERAE AEENERHEEERT
MERNERFTHEB - AEBRNEHERRE
WRBEKCLEMWABYE-HHEEEE - 8
£2022F6A30HIEAEA - HEMHEEILRI4.3%
1918 & £ (A £20219F6A308 1t /<@ A : 13.35
BE) BE2022F6A30BE/NEA - WIMNEEHE
B U AT #43.2% % A R#24.38 & 7t (B £2021
FE6AHILEANEA: AR®428F5EL) H4AE®
UL A H91.0% °

H b E im

AEEHEEMER  BREESEAERBHA
SEANFTENZHRER BER(WHE HOR
HWARERNBEEANRE) BEMHMEMBEERER -
B E2022F6 A30R IENEA - WHMEEHMERAR
FWAERE6A%E ARKT31H & T (B £2021F6
HA30RIEAREA : AR%68.9RETT) HAEEBK
A H3.0% °



MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

During the six months ended 30 June 2022 (the “Reporting
Period”), accompanied by the continuous impact of the
coronavirus pandemic (“COVID-19”), the entire consumable
business industry has been under tremendous growth pressure.
In spite of these, the Group bucked the trend with each main
business segment showing strong development resilience and
synergy, and continued to maintain a relatively large growth trend.

During the Reporting Period, the Group achieved sales
revenue of RMB2,443.3 million, representing a period-on-period
growth of 24.1%. In particular, revenue from the raw chicken meat
products business achieved RMB1,204.6 million, representing a
period-on-period growth of 48.5%; revenue from the processed
chicken meat products business achieved RMB1,141.3 million,
representing a period-on-period growth of 9.0%; revenue from
chicken breeds and other non-main businesses achieved RMB97.4
million, the proportion of which in the total revenue has further
decreased. The proportion of revenue from processed chicken
meat products was 46.7%, and the proportion of revenue still
led the industry, which showed reasonable proportions in the
product structure and was in line with the Company’s development
strategy and phase goals.

During the Reporting Period, benefiting from the structural
changes in the global chicken supply chain and favorable
exchange rates, the new export business played a cornerstone
role and recorded a further increase in its market share with a
sales revenue of RMB725.1 million, representing a period-on-
period growth of 94.3%; the new retail business achieved a sales
revenue of RMB342.8 million, representing a period-on-period
decrease of 26.0%; the new centralised procurement business
achieved a sales revenue of RMB415.4 million, representing
a period-on-period decrease of 3.1%. Under the impact of the
COVID-19 pandemic, the sales revenue of iShape products was
RMB186.7 million, representing a period-on-period decrease of
21.5%.

BEEFNWE DM

E¥OE

#H 1£2022F6A30B8 IE ~E A (REHML) - A
FEEXHABRBEEREB(FEREBE)NBELE
HERERZTERREBENEXR A£@EZEME
EEBEBIRMEIAL TEMM BRI EMGR M -
BERBFEBRABENERED -

WMEAN AEEERBEERAARKE2,443.38
B FLLER241% - B/ - A EAEFEB KA
BMEARE1,2046EE L 0 RLER48.5%  FMT
FARREBKRADRGBGARE1I4M13EBE T - AL
£O.0%  HENEMIEETEER W ARBARKEIL
BET L E—FTH - FNMIERNZRWAML
Lk B46.7% @ IHLLDABAREZITE  ERGEELL
A1 BHRAREREBBELEEREZEEYS -

REHR IEREHRBEAREENEBHES
fEMERFLT  FEOEBBBEBTELREER M5
HBEXRE—FTRA DMEHERAARET2518E
L AL ERIA3% : MTEXEBMBHEHEKRAAR
#342.8H BT R T£26.0% : T E R EFIEGH
BEWAARBAM545E T FAILLTHEIA% - B
EEYE EFRERERIVEHSKRAARK186.7
BET R TMR21.5% °

Interim Report 2022 FHi#R &

13



14

MANAGEMENT DISCUSSION AND ANALYSIS

BEEENWE DN

Product Innovation: Expanding “Low-calorie Food”
and Enriching the “iShape Planet”

1. Enriching flavours and specifications of its main
product — salad chicken breast, and expanding
the product category at the same time

In recent years, iShape has not only expanded the flavours
of its main products by adding new “Key Opinion Leader” flavours
such as oolong and cinnamon, but also greatly enriched the
category matrix by launching, among other things, extra mini and
tender “Xiao Q Chicken Breast”, meaty protein bar, chicken breast
sausage mixed with cuttlefish sauce, daily “YouYou” chicken
breast breakfast that is more suitable for children, and “Buzha 7"
healthy fried chicken nuggets subverting traditional fried chicken.

2. Launching chicken breast oat fried rice and
introducing vegetable protein, which became
very popular in the staple food section

During the Reporting Period, iShape and a top global food
enterprise jointly developed and launched the chicken breast
oat fried rice, using eight kinds of raw materials including eggs,
chicken breast, oatmeal and vegetables.

On the basis of low calories and nutrition, the chicken breast
oat fried rice still focuses on the convenience of consumption.
The stand-up pouch design saves the process of unpacking and
defrosting, allows direct microwaving and is ready for consumption
in three and a half minutes.

Under the influence of the COVID-19 pandemic, the food-to-
home delivery business has developed rapidly. In particular, pre-
made dishes with low-calorie and low-fat attributes are especially
popular among youngsters, and the chicken breast oat fried rice
came into being, which has received a lot of compliments during
the market promotion period, and is becoming another fast-
growing category under iShape.

SHANDONG FENGXIANG CO., LTD. WWREBE¥RHBERAF

EmAl¥: [BEF]/EE BEEFER]

1. BEFHERINEHNAOKELKE @
FEREMMBE

MER BRIATEHEITNERETTAKE
B-MATERE AESHEARIZFARK - RES
BEMERARENERE  EPEE EXMEM
BOQERA] AKTENEDRE  BRER2AD
WERAE EEARENENAFESREE] -
BEERFHENITETI@BEFRER -

2. HBEMHBHEYNER SIAEYEL 4

E -8

BERN BRRZRETERRMECEB AT
BOMHEREER  EWA - KL BXFSERH
B B PR R EE 1D AR -

EER ZENER L ERNAXZYRDAE
OHERA  BURRKRE  BEFIMBROFSE
AEEMOREMR =2+ EAIRMA -

HERBHEZT  RMIREBREZR  H
FAREREREBUENEFNXEBLERIFE
ARBL  BWAREYREBENE THHERED
ARBKEHF EEKRSBEETX—ERREE
RHmME -



MANAGEMENT DISCUSSION AND ANALYSIS

3. Launching chicken breast luncheon meat,
chicken breast sausage, chicken breast meatballs
and chicken breast chips to broaden normal-
temperature products and snack food

During the Reporting Period, iShape has launched a variety
of normal-temperature chicken breast products: chicken breast
luncheon meat, low-fat chicken breast sausage, low-fat chicken
breast meatballs and “Gancuiburen” chicken breast chips.

In recent years, with the pace of upgraded consumption,
the development of the snack food industry has entered a fast
lane, and it has become one of the most promising and dynamic
industries in the future fast-moving consumer goods market. The
above products are more casual compared with other popular
salad chicken breast products under iShape, which also provide
low-calorie, delicious and unburdened iShape with complementary
products that are suitable for more consumption scenarios.

On one hand, the new low-calorie products with leisure
attributes enrich the product forms of iShape, which can better
meet the different needs of consumers in terms of product
attributes and tastes; on the other hand, the two characteristics
of “eating right out of the bag” and “normal-temperature” are also
more in line with the dietary habit of “Generation Z” (those born in
1995-2009).

“Buzha 7U” of iShape challenges traditional fried chicken
through non-fried “black technology”; chicken breast oat fried
rice reduces the calories of staple food by 40%; chicken breast
chips revolutionarily reduce the fat content to a quarter of that of
traditional potato chips; chicken breast luncheon meat reduces
the fat and calories content of traditional luncheon meat by 85%
and 50%, respectively. During the Reporting Period, a series of
new products continued to reflect the consistent health proposition
of “low fat” and “low-calorie” of iShape and took into account the
balance of health and deliciousness to meet the needs of the new
generation of consumers.

With the extension from low temperature to normal
temperature and the expansion from meal replacement to leisure
food, iShape has embraced the dietary trend through rapid
iteration of products as well as its continuous improvement in the
ability to meet consumers’ demand, and has taken another step
forward in laying out the strategic path of “full-scene” unburdened
food solutions.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Brand Promotion: Signed up Li Xian and Won a
Number of Honors

1. The clear proposition of “for low-calorie chicken
breast, choose iShape”

During the Reporting Period, the Company signed up Li Xian,
a talented actor born in the 1990s, as the brand spokesperson
of iShape. With his sincere, tasteful and sports-loving personal
image, the Company has further enriched its brand image
and continued to strengthen the three-dimensional cognitive
resonance with young consumers.

At the same time, iShape upgraded its brand proposition to
“for low-calorie chicken breast, choose iShape”, in order to further
strengthen its low-calorie and unburdened brand gene.

AlMan’s data shows that in the evaluation of the effect of new
endorsements, the brand spokesperson of iShape has a popularity
index of 90.11 for his contribution to iShape. During the “Women’s
Day” promotion on 8 March 2022, sales of iShape increased by
11% against the trend. With the influence of Li Xian in the new
ecological consumer group, iShape accelerated its penetration
into Generation Z.

2. Won Ali’s “Annual Customer Relation
Management — Gold Award”

During the Reporting Period, Ali announced the evaluation
results of the annual customer relation management of the m
awards for the digital operation category. iShape won the gold
award in this fierce competition.

The evaluation focuses on the indicators from four
dimensions, including “customers”, “products”, “content”, and
“innovation marketing”, and iShape had outstanding performance
in respect of the evaluation results. Through precise insight
and demand discovery of consumer demand, leverage with the
shaping of product differentiation, product matrix restructuring, as
well as matching of consumption scenes, iShape demonstrated
to the industry its ability to satisfy the demands of segmented
consumer groups, and the new consumer brand can realise quality
brand growth.
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MANAGEMENT DISCUSSION AND ANALYSIS

3. Contracted with Guoan for further development
in Beijing and facilitate Chinese Super League

During the Reporting Period, iShape and Beijing Guoan
Football Club jointly announced that iShape will act as the
official supplier of Beijing Guoan Football Club to facilitate the
commencement of the 2022 Chinese Super League season.

iShape will develop regionally limited flavour and regional
exclusive benefits to better serve consumers in Beijing. Apart from
the opening of various “iShape and Guoan Brand Pop-up Stores”,
iShape will also set up a “second scene” to gather fans to watch
games together during the league season, allowing fans who are
not able to attend the games in person to feel the passion of the
games. As for the online channels, iShape will inspire a nostalgic
feeling among fans in Beijing with contents more welcomed by
fans. Research and development of new products tailored for
the taste of citizens in Beijing have been put on the agenda, and
iShape will facilitate market development in Beijing from three
perspectives. This is also the first time for a domestic light meal
brand to kick off “regional marketing”.

According to the survey data, over 70% of domestic brands
choose Beijing as their base to promote products across the
country. As Beijing was one of the first to be listed as the
cultivation and development of international consumption cities,
its enormous “siphon” effect on global consumption power will be
further activated.
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MANAGEMENT DISCUSSION AND ANALYSIS
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4. Ranked Championship for All Channels in 618
campaign for three Years in a row

During the Reporting Period, iShape won the sales
championship again for all channels in the segmented industry.

In addition to the sales momentum brought by the sales of
over 180 million packets of ready-to-eat salad chicken breast, the
new product series initially launched was also quite eye-catching,
among which, low-fat chicken breast sausage, chicken breast oat
fried rice, and chicken breast luncheon meat became three rising
stars in the iShape Tmall flagship shop.

Besides, the Gross Merchandise Volume (GMV) of Tik Tok’s
official flagship shop increased by 22.59% compared with that of
Goddess Festival (2 T 7). iShape has maintained as the “Top 1
Ready-to-Eat Chicken Breast Brand” since it entered the social
e-commerce market in 2021. In August 2021, iShape cooperated
with Tik Tok, the short video giant, to take the lead in the new
business category of the social e-commerce market. During the
“818 Tik Tok Trendy Products Festival” (818 %} # 4F ¥ £), iShape
not only gained over 10 billion times of exposures on the Tik Tok
platform, but achieved a turnover of over RMB15 million, which
ranked top in the chicken breast product category.

So far, iShape has achieved full coverage in Tmall, JD.com,
and social e-commerce for the online market. As for the
offline market, iShape completed the coverage in over 50,000
mainstream supermarkets and convenience stores. Through
the restructuring of the multi-format sales matrix and after
experiencing the deployment of offline layout and blowout of
online market, iShape initiated the establishment of the three-
dimensional channel barrier integrating “offline supermarkets
+ traditional e-commerce platform + emerging e-commerce
platform”. In the “618” campaign, iShape held both online
and offline markets and maintained its leading position of
“Championship for All Channels”.

SHANDONG FENGXIANG CO., LTD. WWRBE#RMBERALTF
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MANAGEMENT DISCUSSION AND ANALYSIS

Three Driving Forces: Equipped with Respective
Highlights for Collaborative Improvement

1. New export business achieved double growth,
stabilising the overall situation

During the Reporting Period, the new export business
achieved sales revenue of RMB725.1 million, representing a
period-on-period increase of 94.3%, which drove the constant
health development of the Company’s business and stabilised
the overall business. The three most important regions showed
outstanding performance, with the market in Malaysia increased
by 137.8%, the market in the European Union increased by
218.3%, and the market in Japan increased by 13.7%, which were
mainly attributed to:

Q)

the extensive efforts in the export business for more
than 30 years had established a sound quality and brand
image and developed a solid customer relationship. When
facing external pressure, worldwide customers are willing
to provide strong support to the Group with practical
actions and placed their orders;

with the impact brought by the COVID-19 pandemic,
the global supply chain for the white-feathered broilers
experienced structural adjustments, bringing new growth
opportunities for white-feathered broiler meat exporters
led by the Group; and

during the Reporting Period, the decrease in sea freight
rates and the changes in exchange rate were beneficial to
the export-oriented enterprises.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEENWE DN

2. New retail bears the pressure and leads the
development

During the Reporting Period, the new retail business achieved
sales revenue of RMB342.8 million, representing a period-on-
period decrease of 26.0%, which bore extraordinary growth
pressure under the severe impact of the COVID-19 pandemic,
while its sales revenue still managed to lead the whole industry.
Among which, the iShape brand achieved online sales revenue
of RMB111.1 million, representing a period-on-period decrease of
22.2%, and achieved offline sales revenue of RMB75.7 million,
representing a period-on-period decrease of 20.6%, which were
mainly attributed to:

(1) the Group slowed down its market promotion and the
pace of expansion to stabilise its main products and
businesses;

(2) the research and development, launch, testing and
promotion of new products to further expand its product
portfolio; and

(3) during the Reporting Period, the COVID-19 pandemic

brought enormous difficulty to normal business operations
in major markets such as Shanghai and Beijing.

SHANDONG FENGXIANG CO., LTD. WWRBE#RMBERALTF
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MANAGEMENT DISCUSSION AND ANALYSIS

3. The performance of the new centralised
procurement is stable, with a slight decline

During the Reporting Period, the new centralised procurement
business achieved sales revenue of RMB415.4 million,
representing a period-on-period decrease of 3.1%. In the first half
of the year, the catering income of the PRC decreased by 7.7%
compared with the corresponding period; the sales revenue from
the two major domestic customer channels slightly decreased by
3% compared with the corresponding period, outperforming the
same industry and the market.

1

due to the COVID-19 pandemic in Shanghai, Beijing,
Shenyang and other regions, the stores of Yum! and
McDonald’s have banned dine-ins at different times. The
Group’s Yum! and McDonald’s channels adhere to the
goal of “low stock and quick delivery”. In the first half of
the year, the revenue amounted to RMB298.6 million,
representing a slight decrease of 2.0% as compared to
that of the corresponding period in 2021;

small and medium-sized catering channels are mainly
connected to convenience stores and chain restaurants
in first- and second-tier cities such as Beijing, Shanghai,
Guangzhou and Shenzhen, which are affected by the
COVID-19 pandemic for a longer period and at a wider
range. By adjusting the sales strategy and regional
layout, our strategy focused on stabilising the customer
base, strengthening our services, guaranteeing profits
and promoting new products. In the first half of the
year, the sales revenue amounted to RMB116.8 million,
representing a slight decrease of 5.7% as compared to
that of the corresponding period in 2021;

we continued to promote the low-cost strategy under
the coordination of production, sales, research and
quality, and made continuous improvements in the
enhancement of management efficiency and energy
control. Manufacturing costs per ton in the first half of
the year were further reduced by 6.3% as compared to
that of 2021. Through equipment replacement, process
improvement, job optimisation and consolidation, the
hourly processing efficiency in the first half of the year
was further increased by 16% as compared to that of the
corresponding period in 2021.
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MANAGEMENT DISCUSSION AND ANALYSIS
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FINANCIAL REVIEW Bt % B
Overall performance BRER

In the first half of 2022, the Group experienced an increase R2022F E¥F - AEEMKAR2021F L¥ F
of 24.1% in revenue as compared to that of the first half of 2021. #IN24.1% o E2021F R ML - EFEEMN24.1% -
There was an increase of 24.1% in gross profit and an increase T B N23.2% © 2022F FEF TR E K E B
of 23.2% in net loss as compared to the corresponding period in AANREE(0.05)7T © #E2022468308 1F/XEA &
2021. The basic loss per share was RMB(0.05) for the first half of NAEIEBERINFBFEHINDAT -

2022. Set out below is the detailed information on the fluctuations
in the Company’s results for the six months ended 30 June 2022.

Six months ended 30 June

B ZEZ6HA30HILEAEA
Items 2022 2021 Change
HA 2022 20214 -0
RMB’000 RMB’000 (%)
AR T ARET T
(unaudited) (unaudited)
(REEXK) (REFEZ)
(As restated)
(E )
Total operating revenue SEF VPN 2,443,273 1,969,445 +24 .1
Operating costs 9N 2,220,937 1,790,305 +24 .1
Selling expenses HEBHR 173,016 162,772 +6.3
Administrative expenses EEBH 48,133 50,195 -41
Research and development (“R&D”) MEEH
expenses 15,471 12,500 +23.8
Finance costs 9% & A 23,551 13,397 +75.8
Other gains i Ui 2= 953 3,231 -70.5
Loss before biological assets fair EMEEARER
value adjustments AR REE (60,920) (47,375) +28.6
Total loss E BB R (66,754) (59,060) +13.0
Net loss F R (70,937) (57,602) +23.2
Gross profit £ FHE 222,336 179,140 +24 1
Gross profit margin E ) & 9.1% 9.1% 0
Net profit margin FF % (2.9%) (2.9%) 0

22  SHANDONG FENGXIANG CO., LTD. WHRBHKRHHERELD A



MANAGEMENT DISCUSSION AND ANALYSIS

Operating costs

The Group’s operating costs increased by 24.1% to RMB2,221
million for the six months ended 30 June 2022 (six months ended
30 June 2021: RMB1,790 million), mainly due to (i) an 8.8%
increase in the number of white-feathered broilers reared by the
Company; and (ii) rising costs of animal feeds due to the period-
on-period increase of 3.5% and 18.4% in corn and soybean meal
prices, respectively.

Administrative expenses

The Group’s administrative expenses dropped by 4.1% to
RMB48.1 million for the six months ended 30 June 2022 (six
months ended 30 June 2021: RMB50.2 million), mainly due to
the Group’s constant optimisation in its internal management that
enhances the management efficiency.

Selling expenses

The Group’s selling expenses increased by 6.3% to RMB173.0
million for the six months ended 30 June 2022 (six months ended
30 June 2021: RMB162.8 million), mainly due to the increase
in sales volume of processed chicken meat products and raw
chicken meat products of the Group.

R&D expenses

The Group’s R&D expenses increased by 23.8% to RMB15.5
million for the six months ended 30 June 2022 (six months
ended 30 June 2021: RMB12.5 million), mainly due to increased
investment in R&D with the establishment of a multi-level new
product R&D system.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Finance costs

MBEER

Six months ended 30 June

EZ6H30HLE~EA
2022 2021
2022% 20214
RMB’000 RMB’000
AR T AR®TT
(Unaudited) (Unaudited)
(R EER) (REFEZ)
Interest expenses FEEH 47,788 30,180
Including: Interest expenses for lease HA:HEBEMNEEMA
liabilities 5,511 7,283
Interest income B W A (18,705) (17,035)
Exchange losses [E 5 &518 (7,467) (448)
Handling fees and others FEBNEM 1,935 700
Total =X 23,551 13,397

The Group’s finance costs increased by 75.8% to RMB23.6
million for the six months ended 30 June 2022 (six months ended
30 June 2021: RMB13.4 million), mainly due to (i) the increase of
interests and handling fees of finance leases by RMB2.8 million
from the same period last year; and (ii) the capitalisation of some
interest on bank borrowings for project construction of the Group

from the same period last year, with a significant period-on-period

decrease for the current period.

SHANDONG FENGXIANG CO., LTD. WWRBE#RMBERALTF
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MANAGEMENT DISCUSSION AND ANALYSIS

Closing Figures of the Interim Reporting Period in
2021

(i)

(i)

The Group restated the closing figures of the interim reporting
period in 2021, mainly because the Group prepared the
interim financial report for 2022 with the adoption of fair value
measurement instead of the costs method measurement for
the biological assets as previously adopted in the preparation
of the interim financial report for 2021. In order to provide the
readers with comparable and reliable financial information,
the measurement of the figures in the interim financial report
for 2021 was changed to the use of fair value measurement
and a loss of change in fair value measurement of RMB10.227
million was recorded. The 2022 interim report has continued
the measurement model of biological assets for 2020 and
2021, and in view of the material fluctuations in the market
price of biological assets during the Reporting Period,
the management of the Company believes that the use of
fair value measurement can better reflect the accuracy of
biological assets measurement.

According to the relevant regulations on the Accounting
Standards for Business Enterprises No. 14 — Revenue (the
“New Revenue Standard”) issued by the Ministry of Finance
of the PRC, the transportation costs incurred for the fulfilment of
customer sales contracts were presented in the operating costs.
Accordingly, the Group has implemented the New Revenue
Standard during the Reporting Period. In order to improve the
comparability between the reporting items, the transportation
costs for the 2021 interim period were reclassified and the
financial figures in the interim financial report for 2021 were
retrospectively adjusted as follows:

Operating costs Selling expenses

Before adjustment
Adjustment amount
HE TR

After adjustment

ek
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A REBBEETAERAABENE @ Wi
BAREBETEFBARYE10.227TEE T ° 2022
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Gross profit

=E 329N HEEH EXH
(RMB’000) (RMB’000) (RMB’000)
(ANR®FT) (AR¥FT) (ANR¥EF L)
1,744,762 208,315 224,683
45,543 (45,543) (45,543)
1,790,305 162,772 179,140
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MANAGEMENT DISCUSSION AND ANALYSIS
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Analysis on Capital Resources
Liquidity and Capital Resources

The Group has funded its operations principally with cash
generated from its operations, borrowings and shareholders’
capital contributions. The Group’s primary uses of cash for the
six months ended 30 June 2022 were for capital expenditures for
working capital purposes.

Capital Structure

As at 30 June 2022, the registered capital of the Company
was RMB1,400,000,000 and the total number of issued shares
of the Company was 1,400,000,000 shares, comprising
1,045,000,000 domestic shares and 355,000,000 H shares with a
nominal value of RMB1.0 each.

As at 30 June 2022, the total borrowings of the Group
amounted to RMB1,585.7 million, representing a decrease of
35.5% as compared to that of 31 December 2021. The decrease
was mainly because (i) the Group repaid part of its bank
borrowings as at 30 June 2022; (ii) certain bank borrowings are
subject to approval and has not been released yet. The above
decrease in total borrowings had no impact on the Group’s daily
operations.

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 2022 were 48.0% (31 December
2021: 72.4%) and 45.0% (31 December 2021: 51.0%), respectively.

Contingent Liabilities and Pledge of Assets

The Group’s bank borrowings as at 30 June 2022 were
secured by (i) mortgages of the Group’s lands situated in the PRC
with an aggregate net carrying values of RMB63.6 million (31
December 2021: RMB50.0 million); (ii) a pledge of the Group’s
bank deposits of RMB161.3 million (31 December 2021: RMB347.9
million); (iii) pledge of certain of the Group’s property, plant and
equipment with the aggregate net carrying amount of RMB1,886.9
million (31 December 2021: RMB420.0 million).

As at 30 June 2022, the Group did not have any material
contingent liabilities.

SHANDONG FENGXIANG CO., LTD. WWRBE#RMBERALTF
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MANAGEMENT DISCUSSION AND ANALYSIS

Human Resources

As at 30 June 2022, the Group had 7,293 employees who
were directly employed by the Group, of which 7,289 employees
were employed in the PRC and four employees were located
in Japan. The remuneration packages for the employees
include salary, bonuses and allowances. As required by the
PRC regulations, the Group (i) participates in social insurance
schemes operated by the relevant local government authorities,
and (ii) maintains mandatory pension contribution plans, medical
insurance, work-related injury insurance, unemployment insurance
and maternity insurance. The Group also provides continuing
education and training programmes to its employees to improve
their skills and develop their potential. The Company also adopted
two share award schemes on 24 June 2020 and 10 December
2021, respectively, and any full-time or part-time employees of
the Group (including any director of the Company) are eligible
participants under the said schemes.

BUSINESS OUTLOOK

1. Challenges and risks:

(1) continuous high costs of animal feed, such as corn and
soybean meal; and

(2) continuous impact of the COVID-19 pandemic.

2. Opportunities and potential development:

(1) benefitting from rebounding pork prices, the industry is
expected to bottom out;

(2) with stability and improvement of breeding performance,
the advantage of the supply chain will be further utilised;

(38) Three Driving Forces will continue to move forward at a
high speed, especially the export business will maintain
high growth, creating more flexible potential development
opportunities for the other two innovative businesses; and

(4) a brand-new chicken meat food with healthy, delicious,
low-fat and low-calorie features ushered in the best
development opportunities in the post-pandemic era. A
series of new iShape products launched this year have
completed the market test and entered the stage of
vigorous promotion and sales.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEENWE DN

3. Long-term growth strategies:

(1) continue to increase the Company’s operational decision-
making level, and effectively safeguard the interests of all
investors;

(2) continue to attract high-quality talents to join the Group,
and further stabilise and optimise the operation and
management team through the continuous innovation of
the mechanism and the step-by-step implementation of
middle- and long-term incentive plans; and

(3) continue to implement the “123” development strategy,
adjust the stage plans in a timely manner and concentrate
resources to achieve the expected goals with the middle-
and long-term goals remaining unchanged.

SHANDONG FENGXIANG CO., LTD. WWRBE#RMBERALTF
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CHANGES IN SHARE CAPITAL AND SHAREHOLDINGS OF SUBSTANTIAL SHAREHOLDERS

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

As at 30 June 2022, to the best knowledge of the Company’s
directors (the “Directors”) or chief executives, the following
persons (not being the Directors or supervisors of the Company
(the “Supervisor(s)”) or chief executives) had interests or short
positions in the shares (“Shares”) or underlying shares of the
Company which were required to be entered in the register
referred to in section 336 of the Securities and Futures Ordinance

BRASBREBZRRFRER

FTERRRROREEROTFHEENESR

KRR

72022%46H308  ARFREF(EE]) K&
SBITRABREN  WFTAL(FHEFHAQFE
H([BEEDIBESTHRAB)RARRRKRG (TBRHF]) K
HEROBEEARARRRER B EMENE(ESFR
HEEGIN(EHREE®EA)]) E3361K AL AZIE
Btz B MR ECGEER PSS EXVELE2
MEIDBIEXBRARRBEENER AR

(Chapter 571 of the Laws of Hong Kong) (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:

Name of shareholders

RREE /B

Ms. Zhang Xiuying @
RAEEZLLE
Mr. Liu Zhiming @

ERLES

GMK Holdings Group Co., Ltd.
(“GMK Holdings”)

HEHEREEEREEAT
(B ER])

Shandong Fengxiang (Group) Co.,
Ltd.
(“Fengxiang Group”) ©

WREH(EE)BEREE AR
(BR&EE)®

Shandong Fengxiang
Investment Co., Ltd.
(“Fengxiang Investment”) ©

IWRBHREFGRAAF
(B#REO

Sun Dafei

RER

Hwa-An International Limited

Hwa-An International Limited

Dragonstone Capital Management
Limited

Dragonstone Capital Management
Limited

CICFH New Dynamic Investment
SPC

CICFH New Dynamic Investment
SPC

Futu Trustee Limited

ERETARAA

Nature of interest

BE#E

Interest of spouse
REER

Interests held jointly with

another person

BRr—ATtRARAREARR

Beneficial interest

e Ny

T o 1

i
B

\

Interest in controlled
corporation

XEzEER

Beneficial interest

[
EnEn

Beneficial interest

EnEs

Beneficial owner
ExBEAA
Beneficial owner
EREAA
Investment manager

RELE
Beneficial owner
EREAA

Trustee
XA

Class of Shares

15 &5l
Domestic Shares
W& R

Domestic Shares

NER

Domestic Shares
NE K
Domestic Shares
NE R
Domestic Shares
NE K

Domestic Shares

mE R

H Shares
HER

H Shares
HI

H Shares
HiR

H Shares
Hi%

H Shares
HER

Number of Shares the Company

BB EE
992,854,500 (L)

992,854,500 (L)

198,654,500 (L)

794,200,000 (L)

627,000,000 (L)

167,200,000 (L)

22,109,000 (L)

34,909,000 (L)

31,808,000 (L)

29,705,000 (L)

17,883,000 (L)

Approximate
percentage of
interest in the
relevant class

of Shares of

Approximate
percentage

of interest in
the total share
capital of the

Company @

AR EARLNT
HER G &+ BRAS
Fr 6 B4 FE#A
EiREoHO ExRELHO
95.01% 70.92%
95.01% 70.92%
19.01% 14.19%
76.00% 56.72%
60.00% 44.79%
16.00% 11.94%
6.23% 1.58%

9.80% 2.49%
8.96% 2.27%
8.36% 2.12%

5.04% 1.28%
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CHANGES IN SHARE CAPITAL AND SHAREHOLDINGS OF SUBSTANTIAL SHAREHOLDERS

BREASEREERRERER

Notes:

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

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

(3) Ms. Zhang Xiuying and Mr. Liu Xuejing are spouses, and therefore
Ms. Zhang Xiuying is deemed to be interested in all of Mr. Liu
Xuejing’s interests in the Company by virtue of the SFO.

(4) Pursuant to the asset transfer agreement dated 22 April 2022,
Guangdong Henggin Shangchen Investment Limited Partnership
(Limited Partnership) (“Shangchen”) and Guangdong Henggqin
Pengtu Investment Co., Ltd (“Pengtu”) ceased to hold interests
in Guangdong Hengqin Zhengxing Investment Centre (Limited
Partnership) (“Zhengxing Investment”) and thus Mr. Liu Zhiming
who beneficially owns Shangchen and Pengtu with his spouse, is no
longer deemed to be interested in the Shares of the Company held by
Zhengxing Investment.

(5) Fengxiang Group and Fengxiang Investment are wholly owned by
GMK Holdings, while GMK Holdings is owned as to 51% by Mr. Liu
Xuejing, 9% by Ms. Zhang Xiuying (Mr. Liu Xuejing’s spouse), 20% by
Mr. Liu Zhiguang and 20% by Mr. Liu Zhiming, respectively. By virtue
of the SFO, Mr. Liu Zhiming is deemed to be interested in the Shares
directly or indirectly held by GMK Holdings.

(6) Fengxiang Group and Fengxiang Investment are wholly owned by
GMK Holdings. By virtue of the SFO, GMK Holdings is deemed to
be interested in the Shares held by Fengxiang Group and Fengxiang
Investment.

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

Save as disclosed above, as at 30 June 2022, the Company
has not been notified by any other person (excluding the Directors
or Supervisors or chief executives), who had interests or short
positions in the Shares or underlying shares of the Company
which would fall to be disclosed pursuant to Divisions 2 and 3 of
Part XV of the SFO, or required to be entered in the register kept
by the Company under section 336 of the SFO.
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DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

DIRECTORS

As at the date of this interim report, the Board of Directors
consists of nine Directors, comprising four executive Directors,
namely, Mr. Liu Zhiguang (chairman of the Board of Directors),
Mr. Xiao Dongsheng, Ms. Zhou Jinying and Mr. Shi Lei; two non-
executive Directors, namely, Mr. Liu Xuejing and Mr. Zhang
Chuanli; and three independent non-executive Directors, namely,
Mr. Guo Tianyong, 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, Mr. Zhang Jun (chairman of the Board of
Supervisors), Mr. Chen Dehe and Ms. Lian Xianmin.

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 joint
company secretary.

CHANGES IN DIRECTORS, SUPERVISORS
AND SENIOR MANAGEMENT

On 30 March 2022, Mr. Wang Jinsheng tendered his
resignation from his positions as an executive Director and
vice general manager, and Mr. Ow Weng Cheong tendered his
resignation from his position as a non-executive Director.

On 30 March 2022, Ms. Zhou Jinying and Mr. Shi Lei were
proposed to be appointed as executive Directors and were elected
at the annual general meeting of the Company on 31 May 2022.

Save as disclosed above, during the six months ended 30
June 2022 and up to the date of this interim report, there has
been no change in Directors, Supervisors and senior management
of the Company, and there is no other information that is required
to be disclosed pursuant to Rule 13.51B(1) of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”).
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SIGNIFICANT EVENTS
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CORPORATE GOVERNANCE

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

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

CORPORATE GOVERNANCE CODE
Compliance with the Corporate Governance Code

During the six months ended 30 June 2022, the Company has
complied with all the applicable code provisions of the Corporate
Governance Code (the “CG Code”) as set out in Appendix 14
to the Listing Rules. The Company will continue to review and
monitor its corporate governance practice to ensure compliance
with the CG Code.
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RISK MANAGEMENT AND INTERNAL CONTROL

Risk Management and Internal Control Systems

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

Internal Audit

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

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

The Board of Directors did not recommend the declaration or
payment of an interim dividend for the six months ended 30 June
2022 (for the six months ended 30 June 2021: Nil).

CHANGE IN USE OF NET PROCEEDS FROM
LISTING

The H Shares of the Company were listed on the Main Board
of the Stock Exchange on 16 July 2020 by way of global offering,
raised total net proceeds of HK$1,081.5 million (i.e. equivalent
to approximately RMB975.3 million) (the “Net Proceeds”) after
deducting professional fees, underwriting commissions and other
related listing expenses.

As stated in the prospectus of the Company dated 30 June
2020 (the “Prospectus”), the intended uses of the Net Proceeds
are set out below:

PR E

EESETEETET202246 308 L NEAT
ik 3k R < R ER AR B (B 2202146 5308 (<A A ¢
/) o

ERLTHAEREAFEAR

RATIHAL 2020 7A16 B AR BB £ T R &
BRERLET  SNKEXER - SHEAESMEM
HEELETERE  EESFIEFESHE1,081.588
BT (B ARKITSIEEL)((FIBREFHE] -

HAIN202056 AB0R A AR R ER (BRER )
P FISFOEFEBRERENOT

Intended
timetable for use

Balance of
Net Proceeds

Amount of
Net Proceeds

Intended use of
Net Proceeds

Allocation of
Net Proceeds

FEREFEN
FEREREEERR Pl
RMB million
ARBEBER
(i) invested in the expansion of our breeding 438.9
and production capacities of white-feathered
broilers through the procurement of facilities
necessary for the broiler farms with battery
cage systems, slaughtering and processing
plant, breeder farms, hatchery, feedmill and
organic fertiliser plant
RERBEMOBPRNERNBRELER &
BRATSEERZNNNES BENIK -
S - B % - fE T RANA % TR R
REMTERENIABRERER
(ii) for repaying existing borrowings 414.5

BERBER
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utilised up to
30 June 2022

unutilised up to
30 June 2022

of the unutilised
Net Proceeds

HE2022F B E2022F ERAKREA

6830HC & A 68308 k& M FeREFE

FENREFESE FMEXREFRELESH RERBX
RMB million RMB million
ARBBET AREBETL

316.9 122.0 —

414.5 0.0 —



(i)

Intended use of
Net Proceeds

FEREFEREAR

invested in the brand development and
penetration of our existing B2C processed
chicken meat products sales channels (both
online and offline) through targeted sales
and marketing campaigns
RERFBTAHEREHIDHRMRE
B2CAMIENHRHERB(BRLRET)
ETmIBREREZE

invested in strengthening our R&D
capabilities to (i) diversify our product
portfolio of processed chicken meat products
and ready-to-eat chicken meat products to
capture more business opportunities both
domestically and overseas; and (ii) improve
our expertise and technical knowhow in
relation to our product quality, production
techniques and efficiency to strengthen our
competitiveness in the market

RENELRRMINFEL NG RERNT
ERNERRIRERNEREREENZEL
KMEEELZEARMEBHE: R(RAB
MEmMmE LERMERBENELZAZR
AR MR BEMETS LOHEFN

Allocation of
Net Proceeds

FBRBEFEMN
o E

RMB million
ARBBET

97.5

24.4
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Amount of
Net Proceeds
utilised up to
30 June 2022

HZ2022%F
6830HEE A

FEREFHESHE

RMB million
ARBBET

97.5

244

Balance of

Net Proceeds
unutilised up to
30 June 2022

B £2022F
68308 k& M

FERARELER

RMB million
AREBETT

0.0

0.0

Intended

timetable for use

of the unutilised
Net Proceeds
ERRBA
FeREFH
BEREX

Total
BEt

975.3Note)
975.30:)

853.3

122.0

Note:

The Net Proceeds have been adjusted to take into account the
actual professional fees, underwriting commissions and other
related listing expenses incurred by the Company.
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On 7 June 2022, the Company has unutilised net proceeds
(“Unutilised Net Proceeds”) of approximately RMB122.0 million,
which was expected to be invested in the expansion of the Group’s
breeding and production capacities of white-feathered broilers
as disclosed in the Prospectus. Having monitored and assessed
the current market condition and business operations, it would be
less urgent for the Group to utilise the Net Proceeds to expand
its breeding and production capacities of white-feathered broilers
during the current economic downturn. The Board of Directors
had resolved to change the use of the Unutilised Net Proceeds to
repay existing borrowings that will fall due shortly, replenish cash
flow of the Group, and drive the sales of the existing businesses
with sufficient working capital, which is more beneficial to meet
the Group’s operation needs and allows the Group to deploy its
financial resources in a more effective way. As at the date of
this interim report, the Company has Unutilised Net Proceeds of
approximately RMB78.7 million. For details, please refer to the
Company’s announcement dated 7 June 2022.

The intended timetable for use of the Unutilised Net Proceeds
is based on the best estimation of future market conditions and
business operations made by the Company, and remains subject
to change based on current and future development of market
conditions and actual business needs. The Directors expect that
the Unutilised Net Proceeds will be used by the end of 2022. Save
for the above, the Group has utilised the remaining Net Proceeds
in accordance with the intended purposes as set out in the
Prospectus.
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CONNECTED TRANSACTIONS AND
CONTINUING CONNECTED TRANSACTIONS

The Group has entered into certain non-exempt continuing
connected transactions with its connected persons. During the
Reporting Period, such transactions include (i) sales of poultry
products and by-products; (ii) procurement of logistics services;
(iii) deposit of funds; (iv) receiving financial assistance by the
discounting of commercial bills; and (v) procurement of raw
materials and outsourcing of processing services.

The above transactions constitute non-exempt continuing
connected transactions under Chapter 14A of the Listing Rules.
The Company has applied to the Stock Exchange for, and the
Stock Exchange has granted us, a waiver from strict compliance
with the independent Shareholders’ approval requirements under
Chapter 14A of the Listing Rules for such transactions as listed
in (i), (ii) and (iv). For the transactions as listed in (iii) and (v), the
Company has complied with the disclosure and/or independent
Shareholders’ approval requirements under Chapter 14A of the
Listing Rules.
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MATERIAL ASSETS ACQUISITION, SALE AND
MERGER

As at 30 June 2022, 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 2022 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 Listing Date. The 2020 Share
Award Scheme is not a share option scheme and is not 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).

Grant

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

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

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

On 26 June 2020, the Board of Directors granted to 18
selected participants 2,050,000 2020 Awarded Shares under
the 2020 Share Award Scheme. Subject to the compliance with
applicable PRC laws and regulations and the relevant restrictions
of the terms of the 2020 Share Award Scheme and the Listing
Rules, the Company has instructed the BOC Trustee to purchase
2,050,000 H Shares from the open market for the 2020 Share
Award Scheme at any time after the completion of the Global
Offering until 29 September 2020.

SHANDONG FENGXIANG CO., LTD. WWREBE#KRMGERA A

7 8 KA A

EECHENEREEN2020F EE MM E
BHEME2ERIBERAEE NI MAEE(2020F F
B4 WEAEBRBIETERANFYHEMERBE2020F 5
B & K 2020 S8 BHRAR 17

R #2020 4 B 10 22 Bh =t &) &9 15 5K AR 1 A R 1
2020F D BB EH I R AR T B AP AR E &
T2HEERBEBRNNME2020F 5B k&=
KiE RBROIIXAFARBERAERREETSLESE
FANERBROBEEEBARTEATILENE
BREXRGERERET2EE -

MR2020F6H26H '+ EEE R IE2020F ik 7 2 B
A8l M18% & F 2 B &K 112,050,000A% 2020 4 42 )
f& 9 o A8 FE AR B A AR X20204F IR 17 52 E)
FEHE A RS EMARDABRERS - ARRBEERR
WIETEXTEAREREESTKEEZE202009H29R
B B R2020F RO BB EIBEAFRMBEE
2,050,000A% H % ©



The table below sets out the movements of the 2020 Awarded
Shares during the period from 1 January 2022 to 30 June 2022:
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T&REH 5202291518 202296 5308 Hi

20204 S A AR 17 W B2 B -

Number of awarded shares

RBROHA
Cancelled/
Granted during  Vested during  lapsed during
Vesting Asat theReporting the Reporting  the Reporting Outstanding
Name Date of grant date More ) 1 January 2022 Period Period Period as at 30 June 2022
R2022%
R2022% REEHH REEHH REEHH 64308
i3] RHAH BEAHwz 1818 R 58 HE/ %% WA R
Connected Selected Employees
BHEEERS
Mr. Xiao Dongsheng 26 June 2020 30 June 2022 120,000 - 60,000 - 60,000
HRERE 2020565268 202256£308
Mr. Ow Weng Cheong (resigned on 30 March 2022) 26 June 2020 30 June 2022 80,000 - — 80,000 (Note 2) -
BKE % (R202253A30RE ) 2020565268 202256£308 (it 2)
Mr. Wang Jinsheng (resigned on 30 March 2022) 26 June 2020 30 June 2022 80,000 - — 80,000 (Note 2) -
THEAL(R02F3ANEET) 2020565268 202256£308 (it 2)
Ms. Zhou Jinying (Nofe 3) 26 June 2020 30 June 2022 70,000 - 35,000 - 35,000
R9ER LWt 2020565268 202056£308
Mr. Shi Lei 26 June 2020 30 June 2022 40,000 - 20,000 - 20,000
RERE 202056426H 2022564308
Ms. Lian Xianmin 26 June 2020 30 June 2022 20,000 - 10,000 - 10,000
BERAL 2020565268 202256F308
Mr. Wang Zhixian 26 June 2020 30 June 2022 32,000 - 16,000 - 16,000
F2REE 202056426H 202256830
Others
Hf
Employees 26 June 2020 30 June 2022 378,000 - 184,000 10,000 (Note 2) 184,000
E3 2020565268 202256F308 (it 2)
Total 820,000 - 325,000 170,000 325,000
At
Notes: B et -

1. The awarded shares granted on 26 June 2020 shall be vested in four
tranches with the vesting schedule as follows: (i) as to 40% of the
2020 Awarded Shares on 30 September 2020; (ii) as to 20% of the
2020 Awarded Shares on 30 June 2021; (iii) as to 20% of the 2020
Awarded Shares on 30 June 2022; and (iv) as to 20% of the 2020
Awarded Shares on 30 June 2023.

2. The outstanding awarded shares (unvested) as at 30 June 2022 were
lapsed due to the employee’s resignation.

3. Ms. Zhou Jinying was awarded 175,000 2020 Awarded Shares and
became a Connected Selected Employee on 31 May 2022 due to her
appointment as executive Director.
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2021 Share Award Scheme

The Board of Directors has approved the adoption of the
2021 share award scheme (the “2021 Share Award Scheme”)
on 10 December 2021. The 2021 Share Award Scheme is not
a share option scheme and is not governed by the provisions
of Chapter 17 of the Listing Rules. Pursuant to the 2021 Share
Award Scheme, the grant of awarded shares (the “2021 Awarded
Shares”) by the Board of Directors to the selected participants
may vest in the form of H Shares.

Purposes

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

Participants

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

Administration

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

Duration

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

Grant

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

Vesting and conditions

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

On 10 December 2021, an aggregate of 23,487,800 2021
Awarded Shares were granted to 63 selected participants the
by the Board of Directors under the 2021 Share Award Scheme,
and 2,609,800 reserved shares will be kept for the time being
in the pool of the Trust Fund as reserve for future grants of the
2021 Awarded Shares to the selected employees (the “Reserved
Shares”). 4,043,700 2021 Awarded Shares were granted to the
Connected Selected Employees. The number of the 2021 Awarded
Shares underlying the relevant awards represents 23,487,800
H Shares. The 2021 Awarded Shares and the Reserved Shares
shall be purchased from the open market out of cash contributed
by the Group. As no new Shares will be issued by the Company
pursuant to the grant, it will not result in any dilution effect on the
shareholdings of existing Shareholders. For details, please refer
to the Company’s announcement dated 10 December 2021.
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The table below sets out the movements of the 2021 Awarded
Shares during the period from 1 January 2022 to 30 June 2022:

TR 571202251518 £202246 A30H #1 &
2021F HHEN R (H & E) -

Number of awarded shares

RBROHA
Granted Vested Cancelled/
As at during the during the lapsed during  Outstanding
1 January Reporting Reporting the Reporting as at 30 June
Name Date of grant Vesting date  Vesting period 2022 Period Period Period 2022
®2022%
B2022%  REEHE 2 RESEE  REEHH 6A30R
He RHAH FRAY FEHH 1R18 Bt BE  E#/%% AT &
Connected Selected Employees
BEEERER
Mr. Xiao Dongsheng 10 December 2021 — 30 April 2023 to 2,916,000 — — — 2,916,000
30 April 2025
BREEE 20215128108 2023F4A30E 2
202564 A30H
Mr. Wang Zhixian 10 December 2021 — 30 April 2023 to 350,100 — — — 350,100
30 April 2025
AIZRRE 20215125108 2023F4A30E 2
202564 A30H
Ms. Zhou Jinying 10 December 2021 — 30 April 2023 to 2,430,000 — — — 2,430,000
(Note 1) 30 April 2025
BOExLW#1) 20215128108 20235483082
202564 A30H
Mr. Shi Lei 10 December 2021 — 30 April 2023 to 486,000 — — — 486,000
30 April 2025
etk 20215124108 2023%4A308%
202564 A30H
Ms. Lian Xianmin 10 December 2021 — 30 April 2023 to 291,600 — — — 291,600
30 April 2025
REGRL 20215127108 2023%F4A3082
2025564 A30H
Others
Hit
Employees 10 December 2021 — 30 April 2023 to 17,014,100 — — 206,300 16,807,800
30 April 2025 (Note 2)
(W 2)
BB 20215128108 2023F4A308 %
20254 A30H
Total 23,487,800 - - 206,300 23,281,500
&3t
Notes: B it
1. Ms. Zhou Jinying was awarded 2,430,000 2021 Awarded Shares and 1. FESHE &z £ 1%2,430,000082021F B E R 5+ T RN
became a Connected Selected Employee on 31 May 2022 due to her 2022F5A3BRAEZ T AN TEST MK A EER
appointment as executive Director. EE -
2. The outstanding awarded shares (unvested) as at 30 June 2022 were 2. HMAEEEB - R2022F6A30BAE FREERG (K

lapsed due to the employee’s resignation.
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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 2022.

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

Save as disclosed in this interim report, as at 30 June 2022,
none of the Directors or Supervisors directly or indirectly had
any material interest in any material transaction, arrangement
or contract in relation to the Company’s business, to which the
Company, any of its subsidiaries or fellow subsidiaries, if any, was
a party.
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INTERESTS AND SHORT POSITIONS OF
DIRECTORS, SUPERVISORS AND CHIEF
EXECUTIVES IN SHARES, UNDERLYING
SHARES OR DEBENTURES

As at 30 June 2022, 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:

(@) The Company

Name of Directors/

Supervisors Nature of interest

Bz EENR EHEME g

Mr. Liu Zhiguang Interests held jointly with
another person

BERELE BR—AtARAREREE RER

Class of Shares

Domestic Shares

EX ESRBESTRAEREKRG - HE
BROBESEEZR AR

M2022%F6A30H  FE - EERGERITBAE
RARB S EEMBREZE(EER(EFRBEKR
PIYEXVE) B E MK - HERORESS  #E
BIE(GEERMEGEA)EXVEETRFSD L BNE
ARARBMIAOEZRAE(BEREBEESLS
EGROINDEBBEXEEEREAEENEZRAR)
FIRIBCELER P EKG)FEI2EALAMFENE
AN ER KA - RECETHR R M &+ A7
BAGZESTRDAE S TAE AR A R PR
KRBT

(a) &2 7

Approximate
percentage of percentage
interest in the  of interest in
relevant class the total share

of Shares of  capital of the

Approximate

Mr. Liu Xuejing ©

Interest in controlled
corporation

Domestic Shares

AERKEO XEzEER RE R
Mr. Zhang Chuanli Beneficial interest Domestic Shares
RELEE Enkn NE R
Mr. Xiao Dongsheng “ Beneficiary of a trust H Shares
BERERE® FREEHRA Hi&
Ms. Zhou Jinying ¢ Beneficiary of a trust H Shares
BB L® FRXAEA HR

Mr. Shi Lei @ Beneficiary of a trust H Shares
Rz FRAXEA HIx
Ms. Lian Xianmin ©) Beneficiary of a trust H Shares
REHLLW FREEHA Hi&

SHANDONG FENGXIANG CO., LTD. WWRBE#RMBERALTF

Number of Shares the Company Company @
EART EARLT

HEROERN+ mRAH

b B4 REBA

R4 #E EiRESHO ERELLO
992,854,500 (L) 95.01% 70.92%
992,854,500 (L) 95.01% 70.92%
2,703,000 (L) 0.26% 0.19%
3,216,000 (L) 0.91% 0.23%
2,605,000 (L) 0.73% 0.19%
586,000 (L) 0.17% 0.04%
341,600 (L) 0.10% 0.02%



Notes:

M

®)

(6)

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.

Fengxiang Group and Fengxiang Investment are wholly-owned by
GMK Holdings and in turn held as to 51% by Mr. Liu Xuejing and 9%
by Ms. Zhang Xiuying, spouse of Mr. Liu Xuejing. By virtue of the
SFO, Mr. Liu Xuejing is deemed to be interested in the Shares directly
and indirectly held by GMK Holdings.

Mr. Xiao Dongsheng, Ms. Zhou Jinying, Mr. Shi Lei and Ms. Lian
Xianmin 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.

Mr. Ow Weng Cheong and Mr. Wang Jinsheng resigned as Directors
on 30 March 2022.

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

(b) Associated Corporation

SIGNIFICANT EVENTS
EEEH

By it -

M

®)

(6)

DAAARERIHEOFRED L REEFTE -

A% #£1,045,000,000% 2 3% 77 A & /i %355,000,000
BEBITHR AR E -

HEEZER2ERARAEEARBFEE M2
BRAEERRFRALTBIBERELENER FE
B IERS1% RI%H BN - REGERRBE
GH) BRSALEREANFTREZERERER
MEFSEORMDTHEE#E -

HEELRGE AYEZET AGZLENEEFERL
+ B 1R # 20204 iR 15 2% B 5+ &) & 5020214 %
MBETEERERRD  BEEHFRBER
PIVEXVE  BECHBIERLEZNEHRG
MARARAR B BITRATEARES -

@ ok B 5t A & T i 25t 4 R2022% 38308 & (E
£=H-

FRILEBROPOTE -

(b) B % H

Percentage of
shareholding

Name of Directors

Exns

Mr. Liu Zhiguang
BENEE

Mr. Liu Xuejing
ERELE

HEEEEEO Bl &
Note: M5t -
(1) Fengxiang Investment and Fengxiang Group are wholly-owned (1)

by GMK Holdings.

Nature of interest

EEME

Beneficial owner
EmEBA
Beneficial owner
EmEBA
Interest in controlled
corporation
REEEERO
Interest in controlled
corporation

Associated Number of in associated

corporation Shares corporation
R B E E 8

MR E BRGHEE BERBEDL

GMK Holdings 792,000,000 20.00%

BRI

GMK Holdings 2,019,600,000 51.00%

B R AR

Fengxiang Investment 50,000,000 100.00%

Bl &

Fengxiang Group 1,126,000,000 100.00%

BHfEEEFEEAaFEASCEEN2EHE -
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SIGNIFICANT EVENTS
EEEH

Save as disclosed above, as at 30 June 2022, 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 2022.

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 China Securities
Regulatory Commission Shandong Office (PR ZF 5 EEEE L8
2 IR FEH) 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 of the Company.

SHANDONG FENGXIANG CO., LTD. WWRBE#RMBERALTF

B £ SCRTIR EE &SN 0 7R202246A308 - i EE
E EERRSTRABRBEEHEALTRANEIE S
RARASERBEER(TE A(EFRBPEKRLDE
XVED IRt - HEARMDKESFER T AIREGE
ERBEKFIIEXVEETR FE8HD B AN E AR T
MR ER AR (BREBEGESFRBAEER)D
EHRGXHEERRABEBNREERAR)  HBRE
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WER2021F1A29BMFEESFEBERZEZIL
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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 2022 and up to the date of this interim report.

REVIEW OF INTERIM RESULTS

The Audit Committee comprises three independent non-
executive Directors, namely, Mr. Guo Tianyong, Ms. Zhao Yinglin
and Mr. Chung Wai Man. Mr. Chung Wai Man serves as the
chairman of the Audit Committee, who has the professional
qualification and experience in financial matters in compliance
with the requirements of the Listing Rules. The Audit Committee
has reviewed with the management the accounting principles and
practices adopted by the Group, the unaudited interim results of
the Group for the six months ended 30 June 2022 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

Liu Zhiguang

Shandong, the PRC

15 August 2022

SIGNIFICANT EVENTS
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CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

ARG E 2 E W ER

For the six months ended 30 June 2022 & %2022 6 430H L-/~1E A

Six months ended 30 June

B Z6H30BHLL<EA
2022 2021
20224 20214
Note RMB’000 RMB’000
b 7 AR TR AR®T T
(Unaudited) (Unaudited)
(REE®) (REER)
(As restated)
(&)
Total operating revenue EEHAWA 3 2,443,273 1,969,445
Less: Operating costs B B E KA 2,220,937 1,790,305
Taxes and charges e KM 18,903 14,119
Selling expenses HEEBH 173,016 162,772
Administrative expenses EEEH 48,133 50,195
Research and development e
expenses 15,471 12,500
Finance costs 81 1% & A 4 23,551 13,397
Add: Other gains e H e 5 953 3,231
Investment income (losses) & W= (E18) (1,462) 20,308
Including: Losses on Hep HBECENSG
investments in EhEMNKE
associates and [
joint ventures (1,462) (738)
Losses from the changes in AREBEEZHEE
fair value 6 (10,017) (10,227)
Credit impairment loss ERREEX 63 (358)
Asset impairment loss BERMBERBRX — =
Proceeds on disposal of BEERERR
assets 198 —
Operating loss EERFE (67,003) (60,887)
Add: non-operating income g INRA 554 1,863
Less: non-operating expenses W EEINE T 305 36
Total loss EBEARE (66,754) (59,060)
Less: income tax (expenses)/credit BB H(ER) e 7 4,184 (1,458)
Net loss FEB (70,937) (57,602)
Breakdown by continuity of REERFBEEDE
operations
Net loss from continuing RERLEFER
operations (70,937) (57,602)
Breakdown by attributable interests LA REEDE
Net loss attributable to FEREARRENF
shareholders of & 18
the parent company (70,937) (61,655)
Loss attributable to minority D HRR R E 1A
interests — (653)
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CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
GRS EEWRER

For the six months ended 30 June 2022 & %202246 A30H 1L/518 A

Six months ended 30 June

B Z6H30BHLL<EA
2022 2021
20224 20214
Note RMB’000 RMB’000
b 7 AR®TR AR®TT
(Unaudited) (Unaudited)
(REE®) (REER)
(As restated)
(&)
Net other comprehensive expenses HttiR A EHENH &
after tax ] (550) (240)
Net other comprehensive expenses SEREARIAEEMNEAMLR
attributable to shareholders of the SEBENTEFAE
parent company after tax (550) (240)
Other comprehensive income T E » M B =0 E A 4R
(expenses) that cannot be Sl (EE)
reclassified into profit or loss — —
Other comprehensive expenses that BESEEETNEMES
can be reclassified into profit or loss E5 18 (550) (240)
Exchange differences on INEHBERERITE =
translation of foreign currency
financial statements (550) (240)
Net other comprehensive income EEROBERERNEMES R
attributable to minority interests after mE IR FER
tax — =
Total comprehensive expenses HREFEBHARE (71,487) (62,548)
Total comprehensive expenses HEEREARMBENGS
attributable to the shareholders of E 8B
the parent company (71,487) (61,894)
Total comprehensive expenses FERLERENGEER
attributable to minority interests Pk — (653)
Loss per share BRER
Basic loss per share EAXFREE
(RMB per Share) (7t &) 9 (0.05) (0.04)
Diluted loss per share wmESREE
(RMB per Share) (/&) 9 (0.05) (0.04)
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CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL POSITIONS

R AR S B Bk R 3k

As at 30 June 2022 7202246 H30H

As at As at
30 June 31 December
2022 2021
n2022%F R20214F
6H30H 12A31H
Note RMB’000 RMB’000
&7 AR® T ARET T
(Unaudited) (Audited)
(REE®R) (EEZ)
Current assets REBEE
Monetary funds E¥Eg 1,156,368 1,854,774
Trade receivables & U BR 3R 10 253,819 260,285
Prepayments JE B 95,350 84,922
Other receivables H fib & Uk 3k 14,194 13,776
Inventories FE 11 759,365 1,018,047
Other current assets HEm R & E 12 77,068 99,165
Total current assets REBEEAS 2,356,164 3,330,969
Non-current assets RBEE
Long-term equity investments RAEIRERE 13 61,608 63,070
Fixed assets BT 8 E 14 3,115,957 2,961,615
Construction in progress EEIRE 15 21,118 35,293
Productive biological assets EEMEEMEE 16 181,002 204,484
Right-of-use assets FRHEELE 17 187,160 194,630
Intangible assets EREE 18 90,488 91,837
Deferred income tax assets BEEFREMEE 175 184
Other non-current assets HIERBEE 5,046 48,970
Total non-current assets ERBEESE 3,662,554 3,600,083
Total assets EEHAS 6,018,718 6,931,052
Current liabilities REEME
Short-term borrowings EHIE 23 1,148,793 1,731,044
Bills payable BN ZE& 19 — 46,607
Trade payable JE 15 BR 5K 20 476,238 448,844
Contract liabilities ERAME 30,641 34,352
Payroll payable JE 1~} B T 357 B 21 58,503 67,838
Taxes payable ERXTE 12,256 9,674
Other payables H b & 5 3K 22 323,641 236,504
Non-current liabilities due within one —FANEBEMERDAE
year 133,715 132,598
Other current liabilities Hivme aa 6,008 3,003
Total current liabilities REBEEEE 2,189,794 2,710,464
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CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL POSITIONS
RS F B AR &R

As at 30 June 2022 7202246 A30H

As at As at
30 June 31 December
2022 2021
n2022%F R20214F
6H30H 12 H31H
Note RMB’000 RMB’000
& AR T AR®ET T
(Unaudited) (Audited)
(REE®R) (EZ)
Non-current liabilities FEREBEME
Long-term borrowings REER 23 277,522 475,112
Lease liabilities HEAE 189,729 196,897
Long-term payables REE R 31,549 125,991
Estimated liabilities EEtAE 159 155
Deferred income IR 3 U 7= 22,097 22,822
Other non-current liabilities B 3Eme afE 4 =
Total non-current liabilities FRBEBEEE 521,059 820,976
Total liabilities BEEs 2,710,853 3,531,440
Owners’ equity FEEER
Share capital [N 27 1,400,000 1,400,000
Capital reserve =N 627,678 621,754
Less: treasury shares B ETE AR 28,732 2,548
Other comprehensive expenses Hin iz & B8 (804) (254)
Surplus reserve el /N | 155,378 155,378
Undistributed profits > 5 Bt FH 1,154,345 1,225,282
Total equity attributable to HEBNERRMASE
shareholders of the parent company AR 3,307,865 3,399,612
Minority interests D BR RE — —
Total owners’ equity FEERERA 3,307,865 3,399,612
Total liabilities and owners’ equity B&EMFAEEESZA 6,018,718 6,931,052
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Gl Eg

5

For the six months ended 30 June 2022 & %2022 6 430H L-/~1E A

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

BENNFOANALAMASKFALERADR

Other Total
Share Capital Less: treasury ~ comprehensive Surplus  Undistributed Minority owners’
capital reserves shares income reserves profits ~ Sub-total interests equity
L4 H g4
Items iE: B ERME HERR BENE  BHOE *AERE M RREE  EEA
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AEBTL  ARETR  ARETR AEETRL  ARETR AEETTL  ARETR  ARMTR  ARET:R
(Unaudited)  (Unaudited)  (Unaudited)  (Unaudited) (Unaudited) (Unaudited)  (Unaudited) (Unaudited)  (Unaudited)
(%580  (REBH) (REEH) (RE54)  (REER) (%E80)  (REEH) (REER)  (REER)
. Balance at the end of last year - LEER%E 1,400,000 621,754 2,548 (254) 155,378 1,225,282 3300612 - 3309612
Il Balance atthe beginning of = AEEEE
the year 1,400,000 621,754 2,548 (254) 155,378 1,225,280 3300612 - 3309612
Il Increasesidecreases at current = AHAEEHLE
period - 5924 26,184 (550) - (70,937) (91,747) - (91,747)
() Total comprehensive income (-) GakaLE - - - (550) - (70,037) (T1,487) - (11,487)
(1) Capital contrbuted or (2) FEERARAOES
reduced by owners - 5,924 26,184 - - - (20,260) - (20,260
1. Ordinary shares . HEERAH
contributed by owners Lk - - - - - - - - -
2. Capital contrbuted by 2 EhERIAKAER
the holders of other RAER
equity instruments - - - - - - - - -
3. Amounts of share- 3 RbEMiARES
based payments EafeE
recognised in owners'
equity - 5924 26,184 - - - (20,260) - (20,260)
4. Others 4 Ef - - - - - - - - -
(1) Profit distribution (=) HEAR - - - - - - - - -
1. Withdrawal of surplus | RRERLNE
TESErves - - - - - - - - -
2. Withdrawal of general 2 RE-RER
rsk reserves £ - - - - - - - - -
3. Proftdistibued 3 HFREGIRR)
to owners (or iy
shareholders) - - - - - - - - -
4. Others 4 Ef - - - - - - - - -
IV, Balance at the end of the period 11+ ABHREAE 1,400,000 627,678 28732 (804) 155,378 1154345 3,307,865 - 3307865
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
BHRGEERZ R

For the six months ended 30 June 2022 & %202246 A30H 1L/518 A

Consolidated statement of changes in owners' equity for the 12 months ended 30 December 2021

HENNEGRNALAEARKIEERER DR

Other Total
Share Capital ~ Less: treasury ~ comprehensive Surplus Undistributed Minority owners'
capital eserves shares income reserves profits Sub-fotal interests equity
Eft 2 LS
fiems i Br BARE BERR GelE  BBLE  AORE P REER ERan
RIB'000 RMB1000 RIB000 RMB1000 RMB000 RIB000 RMB1000 RMB000 RMB1000
ARETT  ARETT  ARETR AREFT  ARETR ARETT  ARETT  ARETR  ARETR
(Unaudited) ~ (Unaudited) ~ (Unaudited) (Unaudited) ~ (Unaudited) (Unaudited) ~ (Unaudited) ~ (Unaudited)  (Unaudited)
(rg27)  (REER)  (REER) (fE8%)  (REER) (*E8%) (REER)  (RE3R)  (REEW
(Asrestated)  (As restated)  (As restated) (As restated)  (As restated) (Asrestated) (s restated)  (As restated) (A restated)
(BEg)  (BER)  (#ER) (B2g)  (BER) (g2g)  (®Ed)  (FEd)  (#Ed)
. Balance at the end of last year - LEERAE 1,400,000 621,211 3822 154 151,367 1,220,362 3,389,293 (1757) 3387536
Il Balance atthe heginning of = AEEEE
the year 1,400,000 621,211 3822 154 151,367 1,220,362 3,389,293 (1757) 3387536
Ill. Increases/decreases at current = AHEREHEE
period - (53) (1,214 (240) - (98,949) (97967) 1,757 (96,210)
() Total comprehensive income () G8haLsE - - - (240) - (56,949) (57168) (653) (57842)
(1) Capital contrbuted or (2) FEERAREOES
reduced by owners - (53) (1,274) - - - 1.2 240 3,632
1. Ordinary shares 1 FBERAM
contributed by owners Lk - (18) - - - - (18) 23% 2318
2. Capital contrbuted by 2 EHBRTAREE
the holders of other RARA
equity instruments - - - - - - - - -
3. Amounts of share- 3 RbEMiARESE
based payments EafoE
recognised in owners'
equity - (106) (1,214 - - - 1,168 - 1,168
4. Others 4 i - 1 - - - - 1 75 146
() Profit distribution (Z) HEAR = = - - - (42,000 (42,000) - (42,000)
1. Withdrawal of surplus . RREBLE
Teserves - - - - - - - - -
2. Withdrawal of general 2 RO-RER
rsk reserves £l - - - - - - - - -
3. Proft distibued 3 HAEEGIRR)Y
{o owners (or iy
sharefolders) - - - - - (42,000 (42,000) - (42,000
4. Others 4 ifp - - - - - - - - -
IV. Balance at the end of the period - ABHR&E 1400000 621,158 2548 (66) 161,387 12044 3291326 - 33
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

ﬁkEH%?AEEE/)ILEiE

For the six months ended 30 June 2022 & %2022 6 430H L-/~1E A

Six months ended 30 June

HZ6A30HIEAEA
Notes 2022 2021
ltems HE it 2022 20215
RMB’000 RMB’000
ARETR ARBFT
(Unaudited) (Unaudited)
(REERK) (REE%)
. Cash flows from operating activities - RETHELENRERE
Cash received from sales of goods and HERAm RELKKINERE
rendering of services 2,629,787 2,124,382
Tax refunds received WE M ERE 66,455 16,761
Cash received from other operating activities MR EmECEEHERNE S 69,572 115,773
Sub-total of cash inflows from operating activities #4838 & % A/ &t 2,765,814 2,256,916
Cash paid for goods purchased and services BEEM BXSBEIANRE
received 1,942,988 1,585,603
Cash paid to and on behalf of employees SHRBINRABRIZANAS 321,641 299,919
Cash paid for taxes TRMEERE 29,218 24 451
Cash paid for other operating activities SHEpREEEHEENE S 92,770 322,142
Sub-total of cash outflows from operating activities &4 E &R & 4/ &t 2,386,617 2,232,115
Net cash flows generated from operating RETHELENESRERE
activities 379,197 24,801
II. Cash flows from investing activities I RETBELANEERE
Cash received from disposal of investments WEREREME S - =
Cash received from gains on investments BERENEKINR S - =
Net cash received from disposal of fixed REETEE EVEAENAMEK
assets, intangible assets and other long- HEEREMREFHE
term assets 383 1,349
Net cash received from disposal of subsidiaries i & 772 7] & E & % B 60 2 /9
and other business units Refs — 10
Cash received from other investing activities WHEMERETHEEANR S — —
Sub-total of cash inflows from investing activites & & ;& 838 4 & A/ &t 383 1,359
Cash paid to acquire and construct fixed BEEETEAE BFEEMEAR
assets, intangible assets and other long- HEEXMNNRSE
term assets 165,293 343,467
Cash paid for investments RELRNOES - =
Net increase in pledge loans BEREFFEME - =
Net cash paid to acquire subsidiaries and other ~ B3 FRAI R Ef & EE T [FH
business units BeFgE — —
Cash paid for other investing activities SHEMREEEHABNR S — 5,921
Sub-total of cash outflows from investing activities & & & 83 4 7 /)5t 165,293 349,388
Net cash flows from investing activities REFHELENBESREFHE (164,911) (348,029)
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
EBHHSZERERER

For the six months ended 30 June 2022 & %202246 A30H 1L/518 A

Six months ended 30 June

HZ6A30HIEAEA
Notes 2022 2021
ltems HE i 2022 20215
RMB’000 RMB’000
ARETR ARBFT
(Unaudited) (Unaudited)
(REEXK) (REER)
lll. Cash flows from financing activities S EEEBELANRERE
Cash from absorption of investments M EERE MR & - —
Cash received from borrowings REERKEMNRES 222,357 1,482,290
Cash received from other financing activities WEHEMEEETHEEANAS 311,475 =
Sub-total of cash inflows from financing activities £4;EEH B € x Azt 533,831 1,482,290
Cash paid for debts repayments BEREEEINNES 1,003,565 817,500
Cash paid for distribution of dividends and SEBF - FBEREFSHE LM
profits or payment of interest MR e 29,792 23,834
Cash paid for other financing activities YRHEMHEEEEHFENRE 115,321 44,500
Sub-total of cash outflows from financing activities Z&;EEE & i /) 5t 1,148,678 885,834
Net cash flows from financing activities EETHELANBERERE (614,847) 596,456
IV. Effect of fluctuation in exchange rate on cashand cash 1 EXSBHUR SRR LEEY
equivalents Mg (169) 8
V. Netincrease in cash and cash equivalents I ReRBSEEMTEME (400,729) 273,236
Add: Cash and cash equivalents at beginning m:BIRERALEZENHRE
of period 1,375,111 1,289,514
VI. Cash and cash equivalents at end of NERBERECEEYUHRE
period 974,382 1,562,750
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BL R S

For the six months ended 30 June 2022 & %2022 6 430H L-/~1E A

1.

BASIS OF PREPARATION OF THE
FINANCIAL STATEMENTS

(I) Basis of preparation

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

(1) Continuous operations

An application for judicial restructuring (the “Judicial
Restructuring”) was filed against GMK Holdings,
the controlling shareholder of the Company, and its
subsidiaries with the court by a creditor in May 2022 due
to debt disputes, after which, GMK Holdings, Shandong
Fengxiang (Group) Co., Ltd. and Shandong Fengxiang
Investment Co., Ltd. which hold approximately 70.92%
of the total share capital of the Company in aggregate
were all within the scope of the Judicial Restructuring.
The Judicial Restructuring may lead to a change of the
controlling shareholder of the Company. GMK Holdings,
by itself and through its subsidiaries, provides guarantees
for some of the loans obtained by the Group from
banks, and there is a risk that such bank borrowings
would be called for early repayment due to the Judicial
Restructuring. As at 30 June 2022, the Group’s
unrestricted monetary funds were RMB973.7 million in
total, of which the funds deposited with GMK Finance
Co., Ltd. (“GMK Finance”), which is also controlled by
GMK Holdings, was RMB805.9 million.

SHANDONG FENGXIANG CO., LTD. \WWRE#RMGBERAF
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

GRS P BRI

For the six months ended 30 June 2022 & %202246 A30H 1L/518 A

BASIS OF PREPARATION OF THE
FINANCIAL STATEMENTS (Continued)

(1) Continuous operations (Continued)

There is a risk that the bank borrowings of RMB851.9
million guaranteed by GMK Holdings and its subsidiaries
would be called for early repayment and the Group has
not been able to estimate the recoverability of the funds
placed with GMK Finance yet. These circumstances
indicate the existence of material uncertainties that may
give rise to significant doubts about the Company’s ability
to continue as a going concern.

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

The Company intends to take the following measures
to improve the Company’s ability to continue as a going
concern:

(1) the Company has been actively communicating
with the relevant lenders in relation to the status
of the Company’s business, operations, financial
position and cash position which remain normal and
stable, and that the Company has sufficient financial
resources to support the repayment of the loan in
accordance with the original repayment schedule.
The Directors are confident that they can persuade
the relevant lenders not to exercise the rights to
require the Company to repay the loan immediately
before the original contractual repayment date. As
at the date hereof, the lenders showed a supportive
attitude towards the Company, and some of the loans
have been renewed;

(2) the Company is actively negotiating with certain
financial institutions to obtain new loans at a
reasonable cost. The financial institutions have
indicated intentions to grant new loans to the
Company. Given the Company’s good credit
history over the past years and its ability to provide
sufficient collateral with other assets, the Directors
are confident that new loans can be obtained at a
reasonable cost;
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BL R S

For the six months ended 30 June 2022 & %2022 6 430H L-/~1E A

1.

BASIS OF PREPARATION OF THE
FINANCIAL STATEMENTS (Continued)

(1) Continuous operations (Continued)

(3) the Company will continue to focus on its main
businesses, fully release production capacity to
achieve business growth, increase sales revenue,
speed up inventory turnover and accelerate the
recovery of trade receivable, while continuing to
adopt cost reduction and efficiency enhancement
measures to increase operating cash flows;

(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; and

(5) the Company will support its controlling shareholders
in actively attracting strategic investors and strive to
properly address the current debt risks as soon as
possible.

The Directors have reviewed the cash flow projections
of the Group prepared by the management covering a
period of not less than 12 months from 30 June 2022. 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 2022
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

GRS P BRI

For the six months ended 30 June 2022 & %202246 A30H 1L/518 A

BASIS OF PREPARATION OF THE
FINANCIAL STATEMENTS (Continued)

(1) Continuous operations (Continued)

Notwithstanding the above, there are still significant
uncertainties as to whether the management of the
Company will be able to implement the above plans and
measures. The Group’s ability to continue as a going
concern will depend on:

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

(2) successful acquisition of new sources of financing
when required;

(3) the sustainable and stable development of the
Group’s business; and

(4) the smooth transition of the Judicial Restructuring in
relation to controlling shareholders.

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

For the six months ended 30 June 2022 & %2022 6 430H L-/~1E A

2. SIGNIFICANT ACCOUNTING POLICIES AND 2. EEETRREREMEE

ACCOUNTING ESTIMATES

Declaration on compliance with the Accounting
Standards for Business Enterprise

The financial statements comply with the requirements of the
Accounting Standards for Business Enterprises issued by the
Ministry of Finance, and truthfully and completely reflect the
consolidated and the Company’s financial position as at 30
June 2022 and the consolidated and the Company’s results of
operations and cashflows for the six months ended 30 June
2022.

Accounting period

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

The accounting period for this report is from 1 January 2022
to 30 June 2022.

Business cycle

The Company’s business cycle is 12 months.

Functional currency

The Company adopts RMB as its functional currency.

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

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

SHANDONG FENGXIANG CO., LTD. WWRE¥RBERAR

BRELXESR

=y

2 8 i) %

AHBREFTEVBBEBROLESTELN
R -HE TEHRERTARF2022F6H30
B A R QBB A R B Z=202296 A
OBLERNEAANEGHEE AR KLLERREMIE S

s =
JLE °

gt E

BRAE1ABRE12AMNBILEA—ESTFE -

AR ESHIM A2022F1518 £2022F6H30
H

BB
ARREERBHR12[EA -

7C AR A 5
ARABRBAREREIRAMLE -

B—Z& THFR-—ZHTEXSHNE
SRRERE

A—ZEHTEEAMH GHTELEAHPR
BHEEMARBERKREHNTRERE
MIEKWEE) RBAHBRAHTEE A
BERKENTAHVBERRTINEEEES
ERAE - EAHTHENFEEREEESR
N AHEEREERERETROEELR)
MERE AEEACETHNBRNEE B4R
BRRBRAGENE PR AEEFRE -



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

GRS P BRI

For the six months ended 30 June 2022 & %202246 A30H 1L/518 A

2. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)

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

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

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

Preparation method of consolidated financial
statements

(1) Scope of consolidation

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

BL R S

For the six months ended 30 June 2022 & %2022 6 430H L-/~1E A

2. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)

Preparation method of consolidated financial
statements (Continued)

(2) Consolidation procedures

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

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

Addition of subsidiary or business

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

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Preparation method of consolidated financial
statements (Continued)

(2) Consolidation procedures (Continued)

LRSS EL R
For the six months ended 30 June 2022 & %202246 A30H 1L/518 A
2. EEERTBERERMEF(BE)

BHMBERNER S EGE)

(2) &HERF (&)

Addition of subsidiary or business (Continued)

Where control over the investee under common control is
obtained due to reasons such as increase in investments,
for equity investment held before the control over the
acquiree is obtained, profit or loss, other comprehensive
income and other changes in net assets recognised
from the later of the acquisition of the original equity
interest and the date when the acquirer and the acquiree
are placed under common control until the date of
combination are offset against retained profit at the
beginning of the period of the comparative statements or
profit or loss of the period respectively.

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

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

For the six months ended 30 June 2022 & %2022 6 430H L-/~1E A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

2. EEESTRERER MG (E)

EHUBBRRNER T EE)

Preparation method of consolidated financial
statements (Continued)

(2) EHEF (&)

(2) Consolidation procedures (Continued)

Disposal of subsidiary

General treatment for disposal:

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

Stepwise disposal of subsidiary

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

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

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

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

iv) one transaction is not economical on its own but is
economical when considering together with other
transactions.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
GRS P BRI

For the six months ended 30 June 2022 & %202246 A30H 1L/518 A

2. SIGNIFICANT ACCOUNTING POLICIES AND 2. EEETBRERREFEF(E)

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

(2) EHEF (&)

(2) Consolidation procedures (Continued)

Stepwise disposal of subsidiary (Continued)

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

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

Purchase of minority interests in subsidiary

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

BLESS

B ISR M A

For the six months ended 30 June 2022 & %2022 6 430H L-/~1E A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Preparation method of consolidated financial
statements (Continued)

(2) Consolidation procedures (Continued)

Partial disposal of equity investment in subsidiary
without loss of control

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

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:

Q)

)

@)

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

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

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

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

the expenses incurred solely by the Company and those
incurred by the joint operation on a pro-rata basis.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

GRS P BRI

For the six months ended 30 June 2022 & %202246 A30H 1L/518 A

2. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)

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

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

Recognition standard for cash and cash
equivalents

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

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

(1) Foreign currency transactions

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

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

BL R S

For the six months ended 30 June 2022 & %2022 6 430H L-/~1E A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

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

(2) Translation of financial statements
denominated in foreign Currency

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

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

Financial Instruments

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

(1) Classification of financial instruments

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

For the six months ended 30 June 2022 & %202246 A30H 1L/518 A

2. SIGNIFICANT ACCOUNTING POLICIES AND 2. EEETBRERREFEF(E)

ACCOUNTING ESTIMATES (Continued)
Financial Instruments (Continued) @I E(E)

(1) Classification of financial instruments (1) EB T AWK (&)

(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
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NanBEFEAEZHFAETHERZD
TREE DHERNESRKAGENST R
BE:

- EBEARNRBMEEARERERBE:

- ARREREE/HFEREMARENK
EEBERERONBOIMN -

ARABREBFETIGEEERKEER
NanBEFEAEZHFAETHERZD
TREE 2BEAURABEFEEHE
i ARMEARENEMEE(BHFTA):

— EBEABRAUBMERASREXAH
EREMEERBE:

- ARBREREER/RBFEREMAREMNK
EBERERONBOIM -

HRNIERGUEEETAKRE  AARANE
NRERB K E T RHEMIEERARR

it as financial assets (equity instruments) measured at fair BEFEEAZHFAE 4’@ mAEBENE
value through other comprehensive Income at the initial MEEMEZITHR) ZETEEHEERED
recognition. This designation is made on an investment- A EEH - BEERERBITENARE

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
BL R S

For the six months ended 30 June 2022 & %2022 6 430H L-/~1E A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

2. EEESTRERER MG (E)

Financial Instruments (Continued) SRMIAE)

(1) Classification of financial instruments (1) EB T AWK (&)

(Continued)

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

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

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

When meeting any of the following criteria, the Company
may, at initial recognition, designate a financial liability as
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financial liabilities is managed and its performance is
evaluated on a fair value basis, in accordance with a
documented risk management or investment strategy,
and information about the group is provided internally
on that basis to the entity’s key management

personnel.
3) The financial liabilities include embedded derivatives ) ZeMABRERERERBOFINBHAINTE
which can be split separately. IAH-
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
GRS P BRI

For the six months ended 30 June 2022 & %202246 A30H 1L/518 A

2. SIGNIFICANT ACCOUNTING POLICIES AND 2. EEETBRERREFEF(E)

ACCOUNTING ESTIMATES (Continued)
Financial Instruments (Continued) SRMIAE)

(2) £@ T ARy #Z B A B %

(2) Recognition basis and measurement method

of financial instruments

Financial assets measured at amortised cost

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

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

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

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

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

On derecognition, the accumulated gain or loss previously
recognised in other comprehensive income is transferred
out from other comprehensive income and recognised in
current profit or loss.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BL R S

For the six months ended 30 June 2022 & %2022 6 430H L-/~1E A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

2. EEESTRERER MG (E)

Financial Instruments (Continued) e@MIAE)

(2) B T AN ERXFEA BT % (E)

(2) Recognition basis and measurement method

of financial instruments (Continued)

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

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

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

Financial assets at fair value through current profit
or loss

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

Financial liabilities measured at fair value through
current profit or loss

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

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

For the six months ended 30 June 2022 & %202246 A30H 1L/518 A

2. SIGNIFICANT ACCOUNTING POLICIES AND 2. EEETBRERREFEF(E)

ACCOUNTING ESTIMATES (Continued)
Financial Instruments (Continued) e@MIAE)

(2) B T AN ERXFEA BT % (E)

(2) Recognition basis and measurement method

of financial instruments (Continued)

Financial liabilities measured at amortised cost

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

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

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

(3) Derecognition of financial asset and financial

asset transfers

The Company derecognize a financial asset if it meets
one of the following conditions:

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

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

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

When transferring a financial asset, if the Company
retains substantially all risks and rewards of ownership
of the financial asset, the Company shall continue to
recognize such asset.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BL R S

For the six months ended 30 June 2022 & %2022 6 430H L-/~1E A

2. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)

Financial Instruments (Continued)

(3) Derecognition of financial asset and financial

asset transfers (Continued)

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

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

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

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

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

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

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

If the transfer of a financial asset does not meet the
criteria for derecognition, the financial asset shall
continue to be recognised and the consideration received
is recognised as a financial liability.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
GRS P BRI

For the six months ended 30 June 2022 & %202246 A30H 1L/518 A

2. SIGNIFICANT ACCOUNTING POLICIES AND 2. EEETBRERREFEF(E)
ACCOUNTING ESTIMATES (Continued)

Financial Instruments (Continued) e@MIAE)

(4) Derecognition of financial liabilities (4) @ EERILER
If all or part of the current obligations of a financial CRHAEMNEREE 2 BRI 2L RKR
liability have been discharged, the financial liability or B ARt ERZeRABERE -5 K
part of it will be derecognised; if the Company signs AR BEHEEARTHE  UWAEF &
an agreement with the creditor to replace the existing AEFAEREFeMAER AFemAa
financial liability with new financial liability of substantially fHE IR T%Eﬁﬁﬁﬁ’]/—\ﬂﬂmﬂEEiT\ﬂE’]

>m
= )

different contractual terms, the existing financial liability lRiItEREFesRAE TRAKERY
shall be derecognised while the new financial liability SREE -

shall be recognised.

If substantial changes are made to the contractual HETFeRBE(E2HRB) & R KKRME
terms (in whole or in part) of the existing financial HELHEEHRN  AIRIBRRRFEREE
liability, the existing financial liability (or part of it) shall (HKE—&2) AEEESNERENESRE
be derecognised, and the financial liability after the BEERAR-—EFcHEME-

modification of terms shall be recognised as a new

financial liability.

When a financial liability is derecognised in whole or PHAREHHBLORILERE - KRILHE
in part, the difference between the book value of the nuEl’Jimﬂ%ﬁﬁﬁﬁﬁfﬁéﬁifiﬁiﬂf(&%ﬁj
financial liability derecognised and the consideration paid LR EESIAENTemBEE) 2 MH
(including the non-cash assets transferred out or the new WERE - STAEHEZ -

financial liability assumed) shall be included in current

profit or loss.

If the Company repurchases part of a financial liability, AREERERIMEREAE  ERBEHRE
the book value of the entire financial liability is allocated REBRRDSEKR FERIBLOOELER
between the part that continues to be recognised nEE - H ZeMmBEERBNEEREMGEE
and the part that is derecognised on the repurchase T - PERREERT > NEEEE
date based on their respective relative fair value. The HY A E(BREE LR & EN A
difference between the book value assigned to the part ERFemaB cHNESE  STAZHIE
derecognised and the consideration paid (including the o

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
BL R S

For the six months ended 30 June 2022 & %2022 6 430H L-/~1E A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Financial Instruments (Continued)

(5) Determination of fair value of financial assets

(6)

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
GRS P BRI

For the six months ended 30 June 2022 & %202246 A30H 1L/518 A

2. SIGNIFICANT ACCOUNTING POLICIES AND 2. EEETBRERREFEF(E)

ACCOUNTING ESTIMATES (Continued)

Financial Instruments (Continued) ERMIA(E)

(6) Test and accounting methods for impairment

(6) TR EERBE LR =T ERE it BB HE

of financial assets (Continued)

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

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

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

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

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

For the six months ended 30 June 2022 & %2022 6 430H L-/~1E A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Financial Instruments (Continued)

(6)

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

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

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

Inventories

(1)

(2)

Classification for inventories

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

Consumptive biological assets

The consumptive biological assets refer to broilers, chicks
and hatchable eggs held by the Company. Consumptive
biological assets are measured at fair value less sales
costs at the end of the year. Any gain or loss arising
from changes in fair value less sales costs is included in
current profit or loss for the period in which the gain or
loss arises.

SHANDONG FENGXIANG CO., LTD. WWRE¥RBERAR

2. EEESTRERER MG (E)

EWMIAE)

(6) TR EERBE LR =T ERE it BB HE

T & (&)

B0 BE HE
oL Bt

REERER ARFEELKRRA
\ERFESANEHERBRNE R
LIRKER -

Ny

e

N

RATHBAEEHEREEARRER
EEHEMAFOWEE  EERBCHE
BEMNRERE -

2 ol Bt

Ei=]

8

(1) FEH &

FESBAERYE - RAH - BEHH -
BEES EER BRES ONRLELH
BES -

(2) BFEMLEYWEE

HREMEMEERARSBENARE - 82
ABEHEE - HREEVMEERFRER
AEBEERLEERAE - EFNEQXAEE
MHEERNEHELINRENEERZ
SR BRELMEFAZHES -



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

GRS P BRI

For the six months ended 30 June 2022 & %202246 A30H 1L/518 A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Inventories (Continued)

(3) Valuation of other inventories

(1) 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

BL R S

For the six months ended 30 June 2022 & %2022 6 430H L-/~1E A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Inventories (Continued)

(3) Valuation of other inventories (Continued)

(3) Basis for the determination of net realisable

value of different type of inventories

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

related taxes.

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

on the ground of general selling price.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
GRS P BRI

For the six months ended 30 June 2022 & %202246 A30H 1L/518 A

2. SIGNIFICANT ACCOUNTING POLICIES AND 2. EEETBRERREFEF(E)
ACCOUNTING ESTIMATES (Continued)

Inventories (Continued) 7E (&)
(3) Valuation of other inventories (Continued) (3) Atttz &Rzt 1B 5% (&)
(3) Basis for the determination of net realisable (3) T A48 5 77 & 7] & 3 )% (8 7Y 1 T 1k

value of different type of inventories (Continued) & (&)
After the provision decline in value of inventories, STIRTFEREEFER R AR R
if the factors resulting in the previously recorded FEBENEYEREZDRHL EHF
inventory impairment disappeared, as a result of ENAEREESNEREEBEN &
which the net realisable value of the inventories EERANGFEMKEBEEHFELSEARNTI
became higher than its book value, it would be written o Mo E BT ASHER -

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

loss.
(4) Inventory system (4) ZERBIFHE
The perpetual inventory system is adopted. HAKEREFR -
(5) Amortisation of low-value consumables and (5) 1K 18 5 7 oo 7 61 = W) i) # 35 75 )%

packaging materials

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

(2) Packaging materials are mortised using the (2 BEYHERA —REHEE -
immediate write-off method.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BL R S

For the six months ended 30 June 2022 & %2022 6 430H L-/~1E A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

2. EEESTRERER MG (E)

EEEE

Contract assets

(1) Recognition and standard of contract assets

(1) EEEER R EREE

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

(2) Method of determination of expected credit

loss of contract assets and accounting
treatment methods

For the method of determination of expected credit loss
of contract assets and accounting treatment methods,
please refer to the Note “Financial Instruments” — (6)
“Test and accounting methods for impairment of financial
assets”.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
GRS P BRI

For the six months ended 30 June 2022 & %202246 A30H 1L/518 A

2. SIGNIFICANT ACCOUNTING POLICIES AND 2. EEETBRERREFEF(E)

ACCOUNTING ESTIMATES (Continued)
RURERE

Long-term equity investments

(1) Joint control or significant influence criterion

(1) REZER - EXZERH B FEE

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

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

(2) Determination of initial investment cost

Long-term equity investments acquired through
business combination

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

(2)
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BL R S

For the six months ended 30 June 2022 & %2022 6 430H L-/~1E A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

2. EEESTRERER MG (E)

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

(2) ##E R E KA 17 E (&)

(2) 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.

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
GRS P BRI

For the six months ended 30 June 2022 & %202246 A30H 1L/518 A

2. SIGNIFICANT ACCOUNTING POLICIES AND 2. EEETBRERREFEF(E)

ACCOUNTING ESTIMATES (Continued)
Long-term equity investments (Continued) RERERE(E)

(3) Subsequent measurement and recognition of

profit or loss (Continued)

Long-term equity investment accounted for by
equity method

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

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

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

For the six months ended 30 June 2022 & %2022 6 430H L-/~1E A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

2. EEESTRERER MG (E)

REKRERE(E)

Long-term equity investments (Continued)

(3) Subsequent measurement and recognition of

profit or loss (Continued)

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

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

The Company discontinues recognising its share of net
losses of the investee after the carrying amount of the
long-term equity investment and any long-term interest
that is in substance forms part of the Company’s net
investment in the associate or the joint venture is reduced
to zero, except to the extent that the Company has an
obligation to assume additional losses. Where net profits
are subsequently made by the associate or joint venture,
the Company resumes recognising its share of those
profits only after its share of the profits equals the share
of losses not recognised.

Disposal of long-term equity investments

When long-term equity investments are disposed of, the
difference between the carrying amount and the actual
proceeds received should be charged to current profit or
loss.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HERFAE NIRRT
For the six months ended 30 June 2022 #,Z20226 A30H [t /<18 A

2. SIGNIFICANT ACCOUNTING POLICIES AND 2. EEETBRERREFEF(E)

ACCOUNTING ESTIMATES (Continued)
RERERE(E)

Long-term equity investments (Continued)

(3) Subsequent measurement and recognition of (3) ZEFER B ERGE(E)

profit or loss (Continued)

Disposal of long-term equity investments
(Continued)

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

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

For the six months ended 30 June 2022 & %2022 6 430H L-/~1E A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

2. EEESTRERER MG (E)

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

(3) Subsequent measurement and recognition of (3) #EHBERIEm ERT % (5E)

profit or loss (Continued)

Disposal of long-term equity investments
(Continued)

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

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

GRS P BRI

For the six months ended 30 June 2022 & %202246 A30H 1L/518 A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Fixed assets

(1)

(2)

Recognition and initial measurement of fixed
assets

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

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

(2) its cost can be reliably measured.

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

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

Methods for depreciation

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

BL R S

For the six months ended 30 June 2022 & %2022 6 430H L-/~1E A

2. 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:

Category
5l

House and buildings

FEREEY

Machine and equipment

H2E R

Vehicle
EERE

Electronic equipment

TR

Depreciation
method

i 8 7%

Straight-line method
1 ROK

Straight-line method
T FRIE

Straight-line method
T ROK

Straight-line method
T F R A
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EREEEENENE WEFR BE

EREFERMT :
Useful life Residual
(Years) value rate (%)
FEER(F) 5% {8 % (%)
20-40 )
4-15 5)
5-8 b
5-8 5

Annual
depreciation
rate (%)

F 17 B £ (%)

2.38-4.75

6.33-23.75

11.88-19.00

11.88-19.00



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

GRS P BRI

For the six months ended 30 June 2022 & %202246 A30H 1L/518 A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

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

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

Construction in progress

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

Borrowing costs

(1) Criteria for recognition of capitalised
borrowing costs

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

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

2. EEESTRERER MG (E)

BE&EEE)
(3 BEEEEE

EEEEERRE HEFEHBBEAX
BRENEELRHENGR R IEERZE
TEE-BEEELHE HE BMEAIXK
BHNEERAMGEKEEEMBEKRE
BT BEHAEHRE -

EREIRE

ERTRRERBELENNAE - BERKAE
BREREKRKN  REKAE  TRERNMCGENLE
RERAUREGREEEIREZNBEAEMA
REMMABEBLENBESH -EREIRAEZEERE
ERERMRER BABRTEEYBRARRN
BETRITE o

ERE A

(1) EHEHEXHEZEFER

RABELENERER TEEXBBRTA
BEREEHEMEENBREXELEN T
NERE  FFARBEERAS  HERE
B EZERREEELERISER
FAAEHES -

NEEALGHENEE EEFTELBM
ERBHEMNBREAELEED TEDR
EAEARKEANHERENBEEEE &
EMFEHEMFESEE -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BL R S

For the six months ended 30 June 2022 & %2022 6 430H L-/~1E A

2. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)

Borrowing costs (Continued)

(2) 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;

(38) 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.

(3) 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
GRS P BRI

For the six months ended 30 June 2022 & %202246 A30H 1L/518 A

2. SIGNIFICANT ACCOUNTING POLICIES AND 2. EEETBRERREFEF(E)

ACCOUNTING ESTIMATES (Continued)

Borrowing costs (Continued) BB H(E)

(4) Capitalisation rate and calculation of

capitalisation amount of borrowing costs

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

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

During the capitalisation period, exchange differences
related to the principal and interest on a specific-
purpose borrowing denominated in foreign currency are
capitalised as part of the cost of the qualifying asset. The
exchange differences related to the principal and interest
on foreign currency borrowings other than a specific-
purpose borrowing denominated in foreign currency are
included in the current profits and losses when incurred.

4)

EHBABINE  BEX S5
B

HRNABEREBELEETARERNKEMANE
EMEANEMER REMERERE
RELNERER  BERADANERK
B2FARTHEON BB ARETE K
MERERBHNERERBRNSR  RETE
BRERANENEEE -

HRABRRELERASBALEEDE
EMERN—RER REZHEEZY
BBEPIERNS NEEZ L METHY
ROAFT A —RERN BRI E - 5t H B
E-RERETENMEOERERSE -
B AL E AR R — R 18 BN HE T 49 E B %
HERE -

EERNEHMEAAR - INEEFBRES RF
EHERZE  FTUERL  FFATEER
fEEHENEENKRAE - RINEEMERZ
SMEMIINERERAE RERNBMELN
EXERAASHIES -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BL R S

For the six months ended 30 June 2022 & %2022 6 430H L-/~1E A

2. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)

Biological assets

Classification and costs for biological assets

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

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

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

Inventory system of productive biological
assets

The Company takes inventory of parent breeder chicks by
batch once every six months or at the time of culling. The
perpetual inventory system is adopted.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

GRS P BRI

For the six months ended 30 June 2022 & %202246 A30H 1L/518 A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Intangible assets

(1) Measurement of intangible assets

(1)

)

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

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

Subsequent measurement

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

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

(2) Estimate of useful life for the intangible
assets with finite useful life

Estimated Amortisation

Items Useful Years method

H B EHAERAET BHEFE

Land use rights 25-50 Straight-line method
T Mo AR FRFE0E
Computer 10 Straight-line method

software

B FRFEE

Patents 20 Straight-line method
= R FE| T

2. EEESTRERER MG (E)

BILEE
(1) HHEELH I EFE

(1) 2EJERIGAETE B R 1 P AN 7T #

1t E

SNEETEENKA  BREBEEN
HEREBALEEBRBREZREE
ZRNEEREMBENEME -

2) BEE

ERSEVEERONHBEERSS

HREREOARNBREE &A
b B 25 T 4R R 25 8 B R PO 8 9 0K
TR A B A R R AR 35
R RAEASSTRENBLEE -
TFH -

2) BREAEwERWEREENREAZ D

1% 5t 15 2%
Residual
value rate Basis
BEX &K
0% Terms for bringing economic benefits to
the Company
AN B 2R AR OB A 2 B HA IR
0% Terms for bringing economic benefits to
the Company
AN B AR A A A B BA IR
0% Terms for bringing economic benefits to

the Company
AR RS RLEN 2= 8 H R
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BL R S

For the six months ended 30 June 2022 & %2022 6 430H L-/~1E A

2. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)

Intangible assets (Continued)

(3) 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.

(4) Specific conditions for capitalisation of

expenditure incurred in development phase

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

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

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

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

GRS P BRI

For the six months ended 30 June 2022 & %202246 A30H 1L/518 A

2. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)
Intangible assets (Continued)

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

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

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

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

Impairment of long-term assets

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

Goodwill formed by business merger, intangible assets with
indefinite useful lives and intangible assets that are not
yet ready for use are tested for impairment at least at the
end of each year regardless of whether there is any sign of
impairment.
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B EE(E)
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(4) BRI BB ERM