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MAJOR FINANCIAL INDICATORS AND KEY OPERATING DATA

KEY FINANCIAL DATA

Revenue

Gross profit

Net profit/(loss)

Net profit/(loss) attributable to shareholders
of the parent company

Basic earnings (loss) per share
(in RMB)

WA

EF

FME S (BR)

FEBSRARREAFMNE
(B#R)

BRERNAF (EE)

AY b E N R U 0%
FENKEERFIELEHE
FENBHE
For the six months ended 30 June
B Z6H30HLEA~EA
2021 2020
20215 20204
As restated
RMB’000 RMB’000
AR®ET R ARBT T
(Unaudited) (Unaudited)
(REEX) (REFEZ)
1,969,445 1,902,759
224,683 384,139
(47,375) 161,000
(46,722) 161,376
(0.03) 0.15

(AR %)
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MAJOR FINANCIAL INDICATORS AND KEY OPERATING DATA

R BREERETEEEHE

KEY OPERATING DATA

White-feathered broilers bred
BYHR#ERES

yl

Six months ended 30 June 2020 Six months ended 30 June 2021
EZ2020%6830H Z2021%6830H
1EREA 1EREA

unit: million birds
By BBE

White-feathered broilers slaughtered
AVPREREE

unit: million birds

By BBE

54.0
49.1
I ! 20’0 l

Six months ended 30 June 2020 Six months ended 30 June 2021
H ZE2020%6H30A HZE2021%6H30A
1ER@EA 1ER@EA

White-feathered broilers processed
APREMTE
unit: million kg

B HETR
133.9

Six months ended 30 June 2020 Six months ended 30 June 2021
EHZE2020F6H30H EHZE2021F6H30H
=@ A 1EREA

124.0

SHANDONG FENGXIANG CO., LTD. WRB#RHBERAR

FTERERE

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

B BEETR

-1

Six months ended 30 June 2020 Six months ended 30 June 2021
Z2020%6830H Z2021%6830H
1EREA 1EREA

Sales volume of processed chicken meat products

RINTHARREE

48.9
37.8

Six months ended 30 June 2020 Six months ended 30 June 2021
HZE2020F6H30H HZ=2021F6H30H
1ER@EA 1EREA

unit: million kg

B B5ETR

Sales volume of chicken breeds
HHEHE
unit: million birds

B @8E

13.3

Six months ended 30 June 2020 Six months ended 30 June 2021
HZE20206H30H HZE2021%F6H30H
1ERER 1EREAR
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Disruptive new product of iShape series — Buzhawu Crispy
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEENWR DN

MANAGEMENT DISCUSSION AND ANALYSIS

The following discussion and analysis also contains 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

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

The Group is principally based in Shandong in the PRC and
produces and sells processed chicken meat products and raw
chicken meat products mainly from white-feathered broilers.
The main products include (i) processed chicken meat products;
(ii) raw chicken meat products; (iii) chicken breeds; and (iv)
others. The Group also produced a small portion of chicken meat
products from Sichuan Mountain Black-Bone Chicken bred in
Sichuan in the PRC, in which part of the production facilities were
based. Such business operation ceased on 28 May 2021 through
a disposal of its 90% equity interests of Xingwen Tianyang Jishi
Food Development Co., Lid* (X XEHREMERABRAA)
(“Xingwen Tianyang”) and Xingwen Tianyang ceased to be a
subsidiary of the Company. 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, 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#RMGBERALTF

EEENWE DM
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MANAGEMENT DISCUSSION AND ANALYSIS

Business Segments

Processed Chicken Meat Products

The Group markets its processed chicken meat products
under “[Bl¥ & & (Fovo Foods)’ (“Fovo Foods”), “/& /£ (iShape)”
(“iShape”) and “A ¥ & (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 in the
PRC and overseas. 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 2021, the sales volume
of processed chicken meat products was 48.9 million kilogram
(“kg”) (six months ended 30 June 2020: 37.8 million kg). Revenue
from sale of processed chicken meat products (after elimination of
inter-segment transactions) grew by 27.3% to RMB1,046.8 million
for the six months ended 30 June 2021 (six months ended 30
June 2020: RMB822.0 million), representing 53.2% of the Group’s
total revenue.

BEEFNWR DN

£ %)

okt

B

T B AR da

NEBEATB# R f(Fovo Foods) ([BIREE®R )
[18 ¥ (iShape)) (B 1) & [ 1 & /& (Wu Genglu)[([&
EED)REEERNIEAZERD - ANMITHEANR R
PREAARRNRD FEAYAREMKAKREAR
Mo ZERANIERBARBHALR  BFMIHEM
F o AREEMNARNMIHNEEFTRAERANEREABRE
BEHE SmMPBE RGBT E=FTHENK
B -ZAAREDEENREAZLMR SR AL
mHETEEAUES (R BEBERREAIER
BEELNETETNMALRENARE M) - #R
FARBEMELENI REHRERBEE(RKHEE
ERERANEREEE LNBETE-—LNI(BESE
FEoORE - EESHEBERNYARE M) c FAWRHER
SREAEEARE TRASBEFAARMAK - K

EEFREEBEENINDZAEARR  BEHAHE
£5 o B2 2021F6A30HIE AR  FIMTHAEH

i E R48.98 & TR ([FRI(H =2020F6H30H
LEAEA:378EETR) - SHEFXMIEARRAE
WA(REIESEHERF %) IER27.3%ZEH £20214
64308 IF /N @ A A R%1,046.85F & JT (& £2020
F6H30HIENEA : AR®B22.088T) - 54AEHE
@I A\ #)53.2% ©
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEENWR DN

Raw Chicken Meat Products

The Group offers raw white-feathered chicken meat products,
which include whole frozen chickens and chicken portions, such
as chicken wings, chicken breast, chicken drumsticks, chicken
drumettes, bone-in chicken thighs, boneless chicken fillets,
chicken head, chicken feet and chicken legs. The Group’s broilers
are then cut into portions according to its internal or customers’
requirements, which will be chilled or frozen depending on the
product nature. For the six months ended 30 June 2021, the
sales volume of raw chicken meat products decreased by 1.6% to
84.5 million kg (six months ended 30 June 2020: 85.9 million kg).
Revenue from external sale of raw chicken meat products dropped
by 15.8% to RMB811.0 million for the six months ended 30 June
2021 (six months ended 30 June 2020: RMB963.5 million),
representing 41.2% 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 2021,
the sales volume of chicken breeds was 13.3 million birds (six
months ended 30 June 2020: 21.1 million birds). Revenue from
external sale of chicken breeds dropped by 29.1% to RMB42.8
million for the six months ended 30 June 2021 (six months ended
30 June 2020: RMB60.3 million), representing 2.2% of the Group’s
total revenue.

Other Products

The Group sells other products, including 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 feather, chicken blood and unused chicken
organs), black-bone chicken meat products (such business
operation ceased on 28 May 2021), packing materials and other
miscellaneous products. Revenue from external sale of other
products grew by 21.1% to RMB68.9 million for the six months
ended 30 June 2021 (six months ended 30 June 2020: RMB56.9
million), representing 3.5% of the Group’s total revenue.

SHANDONG FENGXIANG CO., LTD. WWREBE#KRMGERA A
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

During the six months ended 30 June 2021 (the “Reporting
Period”), Fengxiang strived to adjust its product structure,
upgrade its research and development (“R&D”) system, improved
its logistics services and focus its resources on downstream
development. The new retail business, the processed food
business and the branded products business had all realised
significant achievements. It has been another milestone for the
development, transformation and upgrade process of Fengxiang in
recent years.

During the Reporting Period, the Company achieved sales
revenue of RMB1,969.4 million, representing a period-on-period
growth of 3.5%. In particular, under the principle of “from raw
to cooked”, the ratio of raw to cooked products was further
optimised. Revenue from raw chicken meat products achieved
RMB811.0 million, accounting for 41.2% (six months ended 30
June 2020: 50.6%) of the Group’s total revenue. Revenue from
processed chicken meat products amounted to RMB1,046.8
million, accounting for 53.2% (six months ended 30 June 2020:
43.2%) of the Group’s total revenue. Revenue from chicken breeds
and other non-core businesses amounted to RMB111.6 million,
accounting for 5.7% (six months ended 30 June 2020: 6.2%) of the
Group’s total revenue.

In particular, the new retail business continued to expand
and achieved sales revenue of RMB463.1 million, representing a
period-on-period growth of 24.1%, and accounting for 23.5% (six
months ended 30 June 2020: 19.6%) of the Group’s total revenue.

iShape series products continued to maintain its rapid
development, achieving sales revenue of RMB238.0 million with a
period-on-period growth of 195.0%, which already outperformed
its full year sales revenue in 2020 (year ended 31 December 2020:
RMB230.9 million).

BEEFNWR DN

E¥OE

HZE=2021F6A30H - NER(FREB)) - BEE
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MANAGEMENT DISCUSSION AND ANALYSIS
BEENWE DN

Acceleration in Development of iShape and
Continuous Increase in the Retail Weighting

1. Major Channels: Three Driving Forces, Steady
Revenue, A Spike in Retail Business, Continuous
Increase in Centralised Procurement Business
and Pressure on Exports

During the Reporting Period, the Company achieved sales
revenue of RMB1,969.4 million, representing a period-on-period
increase of 3.5%. In particular:

(1) New Retail Business

Revenue from new retail business, representing the business-
to-consumer (“B2C”) business of the Group providing Fovo Foods
and iShape products through online e-commerce services, offline
convenience stores and boutique supermarkets, amounted to
RMB463.1 million, representing a period-on-period increase of
24 1%, which reflects the trend of continuous rapid growth.

(@)

(b)

online revenue amounted to RMB239.9 million,
representing a period-on-period decrease of 7.8%. Based
on the initiative to adjust the Group’s product structure
at the retail end, the proportion of sales of fresh food
products has further decreased and the cooked food and
branded processed products have realised qualitative
changes from quantitative changes, with iShape series
products reaching an online sales revenue of RMB142.7
million, representing a period-on-period increase of
247.4%, and accounting for 59.5% of the Group’s total
revenue for online retail business; and

offline revenue amounted to RMB223.2 million,
representing a period-on-period increase of 97.7%, which
highlighted the value of such sales channel.

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

(2) New Centralised Procurement Business

Revenue from the new centralised procurement business was
RMB428.6 million, representing a period-on-period increase of
14.1%, which demonstrated the effectiveness of model innovation.

(3) Export Business

Revenue from new export business was RMB373.1 million,
representing a period-on-period decrease of 17.2%. Due to the
impact of the coronavirus pandemic (COVID-19) (“COVID-19")
along with the pressure on the supply of breeding, major overseas
markets witnessed declines in revenue to varying degrees, while
the Malaysian market managed to achieve a growth in revenue of
3.9%.

2. Major Products: Focusing on and Highlighting the
Core Businesses, Proportion of Processed Food
Products Reaching New High

The Group mainly offers processed chicken meat products,
raw white-feathered chicken meat products and chicken breeds.

During the Reporting Period, the sale of chicken meat
products as the Group’s core business achieved sales revenue of
RMB1,857.8 million, representing a period-on-period increase of
4.0% and accounting for 94.3% (six months ended 30 June 2020:
93.8%) of the Group’s total revenue. In particular:

(1) Increase in Proportion of Processed Food Products

The proportion of revenue generated from processed chicken
meat products increased to 53.2% (six months ended 30 June
2020: 43.2%).

BEBNWR DN

(2) MERKXH
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENWE DN

(2) Decline in Proportion of Raw Chicken Meat Products

The proportion of raw chicken meat products continuously
declined, mainly due to:

(@) the Company continued to focus its strategy on
downstream market, prioritised the pursuit of rapid
expansion of its new retail business and increase in
the proportion of processed chicken meat products, in
optimising the “raw-to-cooked” ratio; and

(b) the supply shortage and capacity constraints at the
upstream breeding end of the Company during the
Reporting Period.

3. Major Brands: Acceleration in the Development of
iShape, Optimisation of Fovo Foods, and Steady
Development of Wu Genglu

(1) iShape Series

During the Reporting Period, the Company focused its
resources on the development of iShape. The sales revenue
of the iShape series products amounted to RMB238.0 million,
representing a period-on-period increase of 195.0%, which has
already outperformed its full year sales revenue in 2020 (year
ended 31 December 2020: RMB230.9 million). In particular, the
growth rate of sales on online and offline platforms were 247.4%
and 140.7%, respectively, with the revenue ratio of 6:4. The
proportion of retail revenue of chicken breast single products,
which is the main product under the iShape series, increased to
46.7% (six months ended 30 June 2020: 18.7%), representing a
period-on-period increase of 209.1%. The proportion of protein
bars single products increased to 4.3% (six months ended 30
June 2020: 2.9%), representing a period-on-period increase of
86.8%.

(2) Fovo Food Series

Fovo Food series achieved sales revenue of RMB200.5
million, representing a period-on-period decrease of 25.8%,
mainly due to the proactive control of the market scale of
raw chicken meat and processed standard products, while
strengthening the investment resources in quality single products.
Among which, low-temperature ready-to-eat chicken thigh
products and salted-egg flavored chicken products witnessed a
period-on-period growth of 485.9% and 22.0%, respectively. The
new products of chicken patty squares also quickly gained market
recognition.
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MANAGEMENT DISCUSSION AND ANALYSIS

(3) Wu Genglu Series

The sales revenue of the Wu Genglu brand series amounted
to RMB22.7 million, representing a period-on-period increase of
3.5%.

4. Pressure on Profitability: Volatile Breeding
Business, Rising Costs of Animal Feeds,
Shortage in Supply, Relatively High Costs of
External Meat Procurement, Relatively Low Meat
Prices and Continuous Impact of the COVID-19

During the Reporting Period, the Company recognised a loss
of RMB47.4 million as compared to the consolidated net profit
of approximately RMB161.0 million for the six months ended 30
June 2020 (restated figures in accordance with China Accounting
Standards for Business Enterprises (“CASBE”)). The main
reasons for pressure on profitability were:

(1) the increased costs of animal feed ingredients due to the
period-on-period increase in the price of raw materials
such as corn and soybean meal;

(2) the decrease in the average selling price of raw chicken
meat products;

(3) a slight decrease in the production volume of broilers due
to the use of chicken breeds from moulting breeders and
an increase in the procurement amount of raw chicken
meat which led to an increase in costs;

(4) the increase in selling and marketing expenses as a result
of the increase in resources invested by the Group in its
new retail business; and

(5) continuous impact of COVID-19, resulting in varying
degrees of decline in key overseas markets.

Strategic Path: Upgrading the Industry in the Region
through iShape

1. Three-year Development Goal:

We are committed to upgrading the industry of traditional
chicken meat products and achieving quality growth with higher
gross profit and brand premiums.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENWE DN

We strive to achieve a comprehensive coverage and
satisfaction in terms of consumer needs for iShape products,
secure our leading advantage in the market share and customer
loyalty, boost the new retail business of the Group and continue to
create higher market value.

We also aim to achieve the expected target of capacity
expansion (self-rearing scale of 180 million to 200 million birds),
steadily improve the quality of breeding, adapt to and meet the
basic needs of key clients from major business end and iShape
Food Technology Co., Ltd. (B R mEHEBR A a]) (formerly
known as Fengxiang Food Co., Ltd. (Bl# R B BER A 7A)), and
ensure the healthy improvement of supply chain management
capabilities.

We will continue to develop and integrate market-based
meat procurement and original equipment manufacturer (“OEM”)
system to accomplish stable development of new centralised
procurement channel business.

2. Strategic Path: Adhering to the “123” Strategy,
Focusing on Downstream Channel Expansion and
Building a Leading Chicken Meat Products Brand

We are one of the leading retailers and exporters of chicken
meat products in the PRC. Over the past few years, the Company
was determined to transform and upgrade by implementing the
“123” development strategy — “One Foundation, Two Major Markets
and Three Driving Forces” and the Company continued increasing
the proportion of processed food products, expanding the retail
business and building itself as China’s leading chicken brand.

(1) “One Foundation”

We strengthened the Group’s advantage in its vertically
integrated business model across the entire industry value
chain and the industry ecological chain, and continued strict
management on the quality of raw material supply, so as to ensure
food quality and safety, offered consumers with quality-assured
products and laid a solid foundation for product quality;

(2) “Two Major Markets”

To simultaneously develop the domestic market and the
international market, ensure “same production line, same
standard, same quality” for domestic sales and export sales, and
facilitate the mutual circulation of the domestic and international
markets;
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MANAGEMENT DISCUSSION AND ANALYSIS

(3) “Three Driving Forces”

(a) to coordinate online and offline resources to focus on the
development of new retail business, providing branded
products such as iShape and Fovo Foods directly to
consumers through online e-commerce services, offline
convenience stores and boutique supermarkets;

(b) to develop the new centralised procurement business.
New centralised procurement, in relation to the food
and beverage industry, refers to the provision of group
purchasing or procurement of high quality products to
leading enterprises of the catering industry and the
convenience store system business, by leveraging its
years of experience in serving KFC and McDonald’s, and
in line with the trend of the upgrading of procurement
standards; and

(c) to construct the new export business through product
optimisation and multiple channels. New export refers
to the upgrading of the long-term leading position in the
Group’s overseas export business, through accumulation
of its export experience for over 20 years, to deliver
supreme services and to achieve diversified channels
through upgrading services, developing markets and
expanding channels.

Through implementation of the new strategy, the domestic
market and the international market supplement and boost each
other, and great synergy is created among the new retail business,
the new centralised procurement business and the new export
business. With the quality and standard for serving global top
catering giants for years, the Group is committed to providing
hundreds of millions of families and individual consumers with
high-quality products and services, creating China’s leading
chicken meat product brand.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENWE DN

3. Strategic Upgrade of iShape
(1) Current Industry Status of iShape

We are the pioneer and leader of ready-to-eat chicken breast
products and is the most prominent brand of high end ready-to-eat
chicken breast products. The Company ranked first in sales and
market share on online and offline sales platform such as Tmall,
JD.com and Tik Tok.

(2) Positioning of iShape

Expand from high-end chicken breast products to “low
burden” meat products. We have been building iShape with the
focus on “health needs”, to gradually transform from rational brand
philosophy of “high nutrition” and “high function” to emotional
brand philosophy of “low physical burden”, “low psychological
burden”, etc. In our relentless pursuit of professionalism and
fashion, we continue to subdivide user groups in meeting and
maximising the satisfaction of consumers’ diversified needs.

(3) Current Status of iShape Products

During the Reporting Period, we achieved sales revenue
of RMB238.0 million, which has already outperformed the full
year revenue of iShape in 2020, representing a period-on-period
growth of 195.0% and a surge from 21.6% to 51.4% of the Group’s
total revenue for new retail business. In particular, the chicken
breast (whole) products took the lead, representing a period-on-
period growth of 209.1% and an increase from 18.7% to 46.7%
of the Group’s total revenue for new retail business. The chicken
breast protein bar products recorded a period-on-period growth of
86.8%, representing an increase in the Group’s total revenue for
new retail business from 2.9% to 4.3%.

“High-End Chicken Breast, Choose iShape” has been

recognised by more office lady users in the city, successfully
getting hold of the minds and hearts of the core target consumers.
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MANAGEMENT DISCUSSION AND ANALYSIS

(4) Products Matrix Upgrade for iShape

(@) Trends and Opportunities

(i)

(i)

(iii)

the acceleration of urbanisation has resulted in rising
consumption awareness and level among the general
public. Chicken meat products, as the representative
of healthy meat products with lower calorie, lower
fat and higher protein, have become increasingly
popular, demonstrating revolutionary changes of the
national nutritional diet structure;

due to the rapid development of mobile internet
technology and transportation network, the new
retail model featuring e-commerce as the leader and
offline contact function are refreshing the business
pattern in the past and the consumer goods industry
is also undergoing a new round of golden era of
development; and

along with the growth of the younger generation, their
emphasis on health, recognition of brands, desire
for a new lifestyle and the needs for all-rounded
consumption have become the core driver for growth
and development of quality consumer goods and
excellent brands.

(b) Thought and Choice

(i)

iShape has already established its own “professional”
and “delicious” product style, as well as “healthy” and
“young” brand attributes, which have made it a leader
in the field of ready-to-eat chicken breast segment,
with considerable brand recognition and pioneer
advantage; and

focusing on the all-rounded consumption needs of
our target customers, iShape products set foot on its
chicken breast ingredients, targeting healthy meat
products, commencing speedy development of new
products and gradually expanding into new areas.
At present, iShape products have already made
achievements in the areas of meal replacement and
meal supplement. In addition, it has also launched its
own snack and instant food products and will target
children’s needs by launching the “YoYo” series of
products in the second half of 2021.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENWE DN

(c) Current Product Matrix of iShape

Category
m &

Meal Replacement and
Supplement Series

RE - BRI

Instant Food Series

ERARJS

Snack Series

ZREAY

Children Series

RERY

(c) BTZAREERE miE

Product (Existing)
Em(EHR)

iShape Pro chicken breast
B ProZ g A

Salad chicken breast
bR iNeS

Chicken breast protein bar
MR EDRE

Xiao Q chicken breast
NQE KA

Jia’ge chicken drumstick

R 2 R

Coming soon

MEHE

Yikou Buren sausage
— AR B

Chicken patty squares
HANT

Coming soon

MESE

Chicken nuggets
2R 5

Meat and egg buns
A&

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

Organisational Reform and Core Function
Upgrade:

Independent Operation of the New Retail Business from
the Group

(a) established iShape Food Technology Co., Ltd. (1 & @
BMERERA

and professional team;

A]) with the introduction of new retail business

(b) ensured stable operation of business-end business,
and invested substantial resources into the new retail
business;

(c) on the premise of stabilising the front-end integrated
breeding and production capacity, actively deploy external
meat source procurement strategic cooperation system to
ensure the supply chain management capacity; and

(d) continued to increase brand building and marketing
efforts to ensure the brand of iShape remains sustainable,
healthy and value-added.

Introduced Core R&D team with Cross-Responsibility
System

(a) Basic Research and Application Development

We focused on our target consumer’s insights and
demand realisation, continued to strengthen the speed and
efficiency of product application and development; at the
same time, based on the demand for continuous growth
of brand value, we upgraded to open up and leverage
domestic and foreign quality resources, established internal
and external joint creation mechanism, developed core
technologies, kept abreast with the meat products and healthy
food industry through active deployment and penetration.

4.

(1)

2)
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEENWR DN

(3)

(b) Product Manager and Project Manager

We upgraded from the previous single-track responsibility
system of a product manager to cross-responsibility system
of both the product manager and project manager, and
implemented the operation model of Integrated Product
Development (“IPD”) (integrating the R&D system, milestone
key point management) product whole process management
and formed a horizontal project team to ensure rapid product
iteration and maintain the new fashion image.

(c) Differentiation and Experience

We upgraded from the previous R&D system that
focused only on product quality to that which emphasises
on market demand, consumer research and insight. With the
ultimate consumer experience as the objective of our product
development, we developed new products with strong product
strengthen featuring a unique concept and core technology.
In the whole process of R&D, we simultaneously pursued
the overall improvement of product and service quality, and
constantly explored better differentiation and experience.

Upgraded the Logistics System and Implemented Cost
Reduction and Efficiency Improvement

(a) the logistics procurement center was set up at the end
of 2020 to undertake the management functions of the
headquarters;

(b) upgrading the warehousing and distribution model by
adopting integrating use of warehouse, and distribution
separation arrangements for B2B and B2C consumers.
The Group also commenced strategic cooperation with
leading logistic providers to improve logistics efficiency;

(c) during the Reporting Period, warehousing demand grew
by 10.0%, transportation volume grew by 13.5%, and
customers sales volume grew by 49.5%; the average
price per unit of new retail online delivery master
contracts decreased by 56.3% compared with that of the
same period in 2020;

(d) during the Reporting Period, we completed the
information system construction and OEM supplier
foundation deployment.
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MANAGEMENT DISCUSSION AND ANALYSIS

(4) Upgraded the Marketing System with a Focus
on Membership Operation and Accelerated New

Procurement and Improved Quality of Repeated

Procurement:

(a)

()

(d)

during the Reporting Period, a professional membership
operation team was established to actively upgrade the
operational system of the membership service regarding
joint creation of brands, whole process experience and
whole network services;

during the Reporting Period, we continued to add and
optimise offline convenience stores and develop new
quality supermarkets, covering 121 cities in all provinces
and regions in the PRC, with more than 35,000 stores;

during the Reporting Period, we continued to enhance
marketing and promotion efforts of our Tmall and JD.com
flagship stores, and launched a campaign regarding the
Tik Tok marketing system in February this year;

during the Reporting Period, according to the 180
day repurchase rate of the iShape flagship store, our
members exceeded 50.0% and non-members reached
approximately 22.0%;

in the 2021 “618” marketing campaign, iShape was
selected as one of the TOP 100 cases in Tmall 618, with a
period-on-period growth of 246.6% in Tmall flagship store
and 56.2% in JD.com self-operated store. iShape also
took two of the top five places (ranked 2nd and 5th) in the
Tik Tok 618 livestream salesperson ranking for fresh food
category. In June, the monthly sales of Tik Tok platform
exceeded RMB17 million. iShape was also selected as
the only Chief Treasure Brand for the Taobao Festival of
Creation (A Z &Y #0) and the Chief Partner Brand for Tik
Tok’s first e-commerce festival.
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(5) Production Efficiency Upgrade and Cost Control

(@) Enhancement in Production Efficiency

During the Reporting Period, the Company’s non-
automated slaughterhouse efficiency improved by 10%
compared with the same period last year. The fully automated
slaughterhouse also commenced production from trial
operation during the Reporting Period, and it is expected that
the efficiency of slaughterhouse will be significantly improved
this year.

(b) Cost Reduction and Efficiency Improvement in the
Processed Production Line

During the Reporting Period, the production efficiency of
the processed food in the first half of the year improved by
13%, and the output of the processed food increased by 28%
compared with the same period last year. In terms of cost
control, the manufacturing cost of the processed products
of the Company decreased obviously compared to the same
period last year.

(c) Increase in Production Capacity of iShape

In the second half of this year, the Company will carry out
renovation and production line expansion for the production
lines of the three workshops for iShape. It is expected that
the production capacity will expand to an output value of
RMB1 billion, which will consolidate the foundation for the
strategy of iShape products in the next three years.

All the iShape products are controlled under the
Company’s high standard and quality requirements, and we
control the product quality from the source. In the future,
the Company will pass our control standard, management
experiences and process control accumulated over the past
30 years to the OEM factories we cooperated with to further
ensure the consistent standard, quality and taste of each pack
of products offered to the consumers.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

Overall performance

In the first half of 2021, the Group experienced an increase
of 3.5% in revenue as compared to that of the first half of 2020.
There was a decrease of 41.5% in gross profit, 130.2% in profit
for the period and 129.0% in profit attributable to the owners of
the Company as compared to the corresponding period in 2020.
The basic loss per share was RMB(0.03) for the first half of 2021.
Set out below is further information on the fluctuations in the
Company'’s results for the six months ended 30 June 2021.

Items

EHA

Total operating revenue EEBIA
Operating costs EE AN
Selling expenses HEEZER
Administrative expenses ERER
R&D expenses HEER
Finance costs MisE R
Other gains i Ui 2=
Total profit (loss) FE(BE) B
Net profit (loss) F R (B 18)
Gross profit = M

Gross profit margin SR

Net profit margin F | &
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Six months ended 30 June

B Z6H30B L <A
2021 2020 Change
2021%F 20204 BE

(As restated)

(g &E )
RMB’000 RMB’000 (%)

AR¥FTT AEBETFT

(Unaudited) (Unaudited)

(REER) (REEZ)
1,969,445 1,902,759 +3.5
1,744,762 1,518,620 +14.9
208,315 121,057 +72.1
50,195 43,239 +16.1
12,500 9,770 +27.9
13,397 29,400 -54.4
3,231 1,682 +104.2
(48,833) 161,940 -130.2
(47,375) 161,000 -129.4
224,683 384,139 -41.5
11.4% 20.2% -43.5
(2.4)% 8.5% -128.4
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENWE DN

Operating costs

The Group’s operating costs increased by 14.9% to
RMB1,744.8 million for the six months ended 30 June 2021 (six
months ended 30 June 2020: RMB1,518.6 million), mainly due to
(i) a 18.9% increase in the sales of white-feathered broilers reared
by the Group; (ii) rising costs of animal feeds due to the period-
on-period increase in corn and soybean meal prices; (iii) a 29.2%
increase in the sales of processed chicken meat products.

Administrative expenses

The Group’s administrative expenses increased by 16.1%
to RMB50.2 million for the six months ended 30 June 2021 (six
months ended 30 June 2020: RMB43.2 million), mainly due to
more engagement with the service suppliers related to the listing
which resulted in an increase in service fees.

Selling expenses

The Group’s selling expenses increased by 72.1% to
RMB208.3 million for the six months ended 30 June 2021 (six
months ended 30 June 2020: RMB121.1 million), mainly due to
the increase in resources invested by the Group in its new retail
business.

R&D expenses

The Group’s R&D expenses increased by 27.9% to RMB12.5
million for the six months ended 30 June 2021 (six months
ended 30 June 2020: RMB9.8 million), mainly due to increased
investment in R&D with the establishment of a multi-level new
product R&D system, and introduction of experienced R&D
personnel.

SHANDONG FENGXIANG CO., LTD. WWRBE#RMGBERALTF

N 52 B A 1120216 A308 1E N8 A& ¥k A+
F14.9% % AR #1,744.85 & 7T (3 1:2020F 6 A30H
EAREA: AR®1,5186E8) TEAR()EAEE
B A% E S IN18.9% : (i) EX - SHERE
b bR o Ak R AR AR B R ¢ (i) SR 0 T2 &Y G g
E#129.2% °

EEER

ANEEH F2021F6 300 I <A AEEER L
F16.1% % A R¥50.28 & 7 (815202066 A30H Lk
NEAAARKA32EET)  FEHREEEZHE
TMHEANREHERSHREERANEN -

HEER

AN EEE 1F2021F6 308 F NEABEER
F721% E A R #208.35 & Jt (B £2020F6 A430H
EAREA: ARB121188 L) TEHRAEE LM
HETEEBEHNERIREMEZM -

mEER

NEEH 1F2021F6 A308 IE B A EE R £
F27.9% = A R¥12.55 & 7T (H 1£2020F 6 A30H &
AERARBISEEL) FEHRAGEESE
KM EER  MAFEEZA - K ELCHEER
WEABATE -



Finance costs

MANAGEMENT DISCUSSION AND ANALYSIS
BEBNWR DN

MBEER

Six months ended 30 June

B Z6H30BHLL<EA
2021 2020
20215 20204
(As restated)
(&)
RMB’000 RMB’000
AR®F7T AREFT
(Unaudited) (Unaudited)
(REER) (REFER)
Interest expenses FMBEMA 30,180 38,574

Including: Interest expenses for Eh:-HEBENEER

lease liabilities 7,283 5,966
Less: (Interest income) B (R B A) (17,035) (4,906)
Exchange (gains) P H U&= (448) (5,100)
Fees for financial institutions CRBETFES 700 832
Total & 5t 13,397 29,400

The Group’s finance costs decreased by 54.4% to RMB13.4
million for the six months ended 30 June 2021 (six months ended
30 June 2020: RMB29.4 million), mainly due to: (i) the average
interest rate of 3.97% of the loans obtained by the Group from
financial institutions (excluding interest expenses on lease
liabilities), representing a period-on-period decrease of 0.8%;
(ii) capitalisation of some interest on bank borrowings for project

construction; and (iii) idle fund raising and cash management for

partial cash with a more favorable deposit rate, resulting in an

increase in interest income.

ANEEH 1F2021F6 308 1F /<8 A 8 7% & B iR
154.4% % N R¥13.45 Bt (& 1L2020F6 4308 LE
ANEAARE24EBETT) TE2HR (WA EEHE
FeREBENER(TREHESENSER Y
MEAE3.97% R TE0.8%: (D BRIERER
HIRITERFNEETTER  R((IVBEEEE S
Ko RESETRESEE  NEREZNTFRAE

BHYMBALL -
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEEBNWROMN

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 2021 were for working capital purposes
and capital expenditures for expansion and improvement of
production equipment and facilities.

The Group had received financial assistance from GMK
Ltd. (FTEL & 8 % B R 2 &) (“‘GMK Finance”),
whereby the Group pledges commercial bills received by the
Group in the ordinary course of business to GMK Finance for
discounting in return for cash loans extended to the Group. The
discounting of the commercial bills provides the Group a way to
factor and to obtain cash from the commercial bills that it receives
in its ordinary course of trading, which in turn allows the Group to

Finance Co.,

increase its cash flows in advance.

Most of the income and expense of the Group are determined
in RMB. The Group used a small amount of foreign currency
derivative instruments to hedge its exposure to foreign exchange
risk. The management closely monitors the exposures and will
consider hedging the exposures should the need arise.

Capital Structure

As at 30 June 2021, 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.

SHANDONG FENGXIANG CO., LTD. WWRBE#RMBERALTF

BEXERDH

RBEEZREXER

AEBNEKESCTERBELEMEENR
& EEUAERRFEEARALE - B £202166HA30H Ik
ANER AEENFERCARALEELSCENUR
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FRENEERBEERTHRSMEETIRER A
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ERHTEEMBENAERZBIETKEMHEE
EREDRANEE  EMEAREE T RATERE
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EEE
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#:1,400,000,000T * A" R A B B TR DB E A
1,400,000,0008% B 15 - £ 451,045,000,000% A& &
355,000,000k HAE - &R EEAARB1.0T -



MANAGEMENT DISCUSSION AND ANALYSIS

As at 30 June 2021, the total borrowings of the Group
amounted to RMB2,067.3 million, representing an increase of
39.0% as compared to that of 31 December 2020. The increase
was mainly attributable to: (i) the grant of a two-year term loan of
RMB300.0 million by state-owned commercial banks to the Group
at a relatively low interest rate ranging from 3.85% to 3.95% for
the purpose of financing its daily operations, benefiting from the
financial support policies promulgated by the PRC government;
(ii) the grant of a 5.5-year project loan of RMB500.0 million by
commercial banks to expand the whole broiler industrial chain
of breeding, slaughtering and processing capacity; and (iii) the
Group’s borrowings were renewed normally upon expiration during
the six months ended 30 June 2021. The abovementioned new
medium and long-term borrowings have improved the Company’s
capital structure, effectively strengthened the Company’s
capability against uncertain risks in the market, and provided
sufficient capital reserves for the normal operation and rapid
development of the Group.

As at 30 June 2021, the debt-to-equity ratio and debt-to-asset
ratio of the Company were 64.7% (31 December 2020: 46.8%) and
50.1% (31 December 2020: 41.4%), respectively.

Contingent Liabilities and Pledge of Assets

The Group’s bank borrowings as at 30 June 2021 were
secured by (i) mortgages of the Group’s lands situated in the
PRC with aggregate net carrying values of RMB50.0 million (31
December 2020: RMB26.0 million); (ii) pledge of the Group’s bank
deposits of RMB347.9 million (31 December 2020: RMB266.1
million); (iii) pledge of certain of the Group’s property, plant and
equipment with aggregate net carrying amount of RMB420.0
million (31 December 2020: RMB277.0 million); (iv) pledge of
certain inventories of the related company with aggregate net
carrying amount of RMB534.9 million (31 December 2020:
RMB535.0 million) ; and (v) guarantee from a related party for
loans up to RMB49.0 million (31 December 2020: RMB49.0
million).

As at 30 June 2021, the Group did not have any material
contingent liabilities.

BEEFNWR DN

M202166H30H A& B ERAEBEARE
2,067.3F B JT © #¥20209F12 9318 # 1N139.0% - &
MEEBRERA: ()VAEEZZRPEBENERZHF
Bk BERERHERTURERE(N MN3.85%=
3.95%) LM FHEHERARKEI00.088T - A
REEKEMTEES  (INVESEHERITELES5FH
HEERARKS00.088T WIEXAE 2 EXHE
EHE BE NI4EESED: K(ii)AE £202146A4
0BIEARNEA  AEEHHERSUERTEE - U
EHEPRAER NETARANERLER A
ENMTARARERMIHF RO TETEROGEN - B
AEEERETHIREERERTARESHE -

MR2021F6HA30H * KRR B EHBR AL KK
BEBRBLEDRA64.7% (202012 A31H : 46.8%)
’%50.1% (202012 A318 : 41.4%) ©

KAREEREELRF

AL E 202166 A30 B IRTTEFRIA>)EKIF A%
ERARPEMEEREFEARSARES0.08 &It (2020
F12A8318 : AR¥26.08 & 0) MLt (i) IEIFAE
B ARE347.97 8T (2020F12 A31H : A R#266.1
BELNETEZ (NVEFAEBAERFES
AR®420.056 B0 (202012 A31H : AR¥277.05
BL)NETHE BERRE: ((VEFEBRQRER
FEFEAARKS34.98 8T (20209F12 8318 : A
R¥53508E8 L) METEEEAER R(v)BEHH
RIEERERBEE ARYEAL9.08 & T (2020F12 431
H:AR49088T) -

R2021F6H30H » AEBWETMEAKAE
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENWE DN

Human Resources

As at 30 June 2021, the Group had 7,597 employees who
were directly employed by the Group, of which 7,591 employees
were employed in the PRC and 6 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 a share award scheme, and any full-time or part-time
employees of the Group (including any director of the Company
(the “Directors”)) are eligible participants under the said scheme.
In June 2020, the Company granted awards to certain selected
participants to recognise their contribution and to provide them
with incentives to retain them for the continual operation and
development of the Group. The scheme became effective on 16
July 2020.

BUSINESS OUTLOOK
1. Challenges and risks:

(1) continuous increase in animal feed costs such as corn,
soybean meal, etc.;

(2) chicken prices remaining at a low price;

(3) more industry giants and further intensified competition.

2. Opportunities and potential development:

(1) increasingly rapid growth regarding the health food
market with chicken breast as the main ingredient;

(2) further improvement in the efficiency of convenience
stores, Tmall and other advantageous channels, and a
rapid rise in new e-commerce platforms such as Tik Tok,
Kuaishou, etc.;

(3) further accumulation of strength and rapid amplification of
energy of the iShape brand value.

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

3. Long-term growth strategy:

1

4)

officially launch the employee stock ownership plans and
the core incentive plans to attract and retain talent, and
set up a new partnership mechanism for breeding and
retail ends;

to centralise our resources and focus on and highlight
our core business, offering white-feathered chicken meat
product;

shape the effectiveness for marketing and R&D, build a
multi-level R&D and promotional system for new products
according to user needs, and continue to ensure an
increase in the market share of single chicken breast
meat market, while continuously implementing a quality
single product programme by: launching, testing, and
reserving;

improve the operation and service capabilities, realise
joint creation of brands and products, strengthen the
advantage of knowing the minds and hearts among
consumers, and continue to pursue the leading position of
the mid-to-high-end products;

strengthen rapid organisational change and learning
capability, and continue to promote the rapid evolution of
our enterprise with digital marketing approach; and

deeply enrich and improve the strategic partnership
system, and optimise and enhance the peripheral
ecosystem of our enterprise.

BEEFNWR DN

3. REIREE:
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CHANGES IN SHARE CAPITAL AND SHAREHOLDINGS OF SUBSTANTIAL SHAREHOLDERS

BRASEREERRERER

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

As at 30 June 2021, to the best knowledge of 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 (Chapter 571 of the Laws

FTERRRROREEROTFHEENESR

KRR

202166 A30H MESH B THABFR
A ATAL(LFEEHARAES([EE] S &
BITBRABRAARKRG((RBDKIBERGES
RABIRIBEEBEOESTIE(EH R B EEHNCGE
SR BEFHI]) F33615 8 58 A L& Pt 2 & i
RBBE(EERBEBEP)BEXVEFE2R FEID HBIEX
BARARNBEEMNERIAR

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/E8

Ms. Zhang Xiuying ©
RERZLO
Mr. Liu Zhiming “®

ERLEWE

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

MEREREBEEREALA
(IHBEEER])

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

WREH(EE)BEREE R
((BEEE)®

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

IWRBHREFRAAF
(BHREO

Sun Dafei

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

SHANDONG FENGXIANG CO.,

Nature of interest

BE#E

Interest of spouse

iR

Interest in controlled
corporation

XmAEER

Interests held jointly with

another person

Br—AtHRFHER

Beneficial interest

\/ogae

ExmiEs

i

m
Bk

Interest in controlled
corporation

XEEEER

Beneficial interest

EaEs

Beneficial interest

e

1

i
\

m
Bk
E

pra

2

Beneficial owner
ExBEAA
Beneficial owner
EnEBA

Investment manager
REKE
Beneficial owner

ERBEBA

LTD. WREAEROARAR

Class of Shares

R 15 & 5l
Domestic Shares

RE R

Domestic Shares

&R

Domestic Shares

A& R

Domestic Shares
NE K
Domestic Shares

NER

Domestic Shares
WE R

Domestic Shares

NE R

H Shares
Hi%

H Shares
Hi%

H Shares
HiR

H Shares

HER

Approximate
percentage of
interest in the
relevant class

of Shares of

Approximate
percentage

of interest in
the total share
capital of the

Number of Shares the Company Company @
EART EAATH

HERGER BRAH

FriE B4 FRiE &

gng 4= BEEIHLO BHEEOILO
992,854,500 (L) 95.01% 70.92%
52,145,500 (L) 4.99% 3.72%
992,854,500 (L) 95.01% 70.92%
198,654,500 (L) 19.01% 14.19%
794,200,000 (L) 76.00% 56.72%
627,000,000 (L) 60.00% 44.79%
167,200,000 (L) 16.00% 11.94%
22,109,000 (L) 6.23% 1.58%
34,909,000 (L) 9.83% 2.49%
31,965,000 (L) 9.00% 2.28%
29,705,000 (L) 8.37% 2.12%



CHANGES IN SHARE CAPITAL AND SHAREHOLDINGS OF SUBSTANTIAL SHAREHOLDERS

Notes:

M

®)

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

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

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.

Guangdong Henggin Zhengxing Investment Centre (Limited
Partnership) (“Zhengxing Investment”) (formerly known as
Guangdong Henggin Fengxiang Equity Investment Centre (Limited
Partnership)) is held as to 99% by Guangdong Henggin Shangchen
Investment Limited Partnership (Limited Partnership) (“Shangchen
Investment”) (formerly known as Guangdong Hengqin Xinfengxiang
Guangming Investment Limited Partnership (Limited Partnership))
and 1% by Guangdong Henggin Pengtu Investment Co., Ltd.
(“Pengtu Investment”) (formerly known as Xinfengxiang Guangming
Investment Management Co., Ltd.). Shangchen Investment is
controlled by Mr. Liu Zhiming and Pengtu Investment as to 99% and
1%, respectively. Pengtu Investment is entirely controlled by Mr.
Liu Zhiming, which is the general partner of Shangchen Investment
and Zhengxing Investment. As such, by virtue of the SFO, Mr. Liu
Zhiming is deemed to be interested in the Shares held by Zhengxing
Investment.

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.

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.

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

Save as disclosed above, as at 30 June 2021, 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.

BRASEREERRISRER

H iz -

(1) DRNAAERIHBRNFRAD L SELEFTE -

(2) " & #£1,045,000,000f% 2 % 77 ;1 & i 355,000,000
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(B) RARKITHIBILEREMB Al RE(GEF
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B X E &SN - 120216 6A30R - ARA
HAERBEMEMAL (EEHEEFRNESITHRAER
BONEM  RRERARBROIBER DT HSE
RIBFCEFRBEERODEXVEHBE2RFEIN A AT
B RARARB(EFRBEGD)EI36HEARE
RAFENETMOERIRE -

Interim Report 2021 iR E

33



34

DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

EE EEKeREEERR

DIRECTORS

As at the date of this interim report, the Board of Directors
consists of nine Directors, comprising three executive Directors,
namely, Mr. Liu Zhiguang (chairman), Mr. Xiao Dongsheng and Mr.
Wang Jinsheng; three non-executive Directors, namely, Mr. Liu
Xuejing, Mr. Zhang Chuanli and Mr. Ow Weng Cheong; 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), 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 Jinsheng, Mr. Wang Zhixian, Mr. Meng Tao, Ms. Zhou
Jinying and Mr. Luo Pingtao as vice general managers; Mr. Shi Lei
as chief financial officer, secretary to the Board of Directors and
joint company secretary; Mr. Su Xiaolong as e-commerce officer;
Mr. lkeda Yoshiaki as chief consultant; and Mr. Li Libo as general
manager of the domestic affair department.

CHANGES IN DIRECTORS, SUPERVISORS
AND SENIOR MANAGEMENT

On 19 April 2021, Mr. Ow Weng Cheong, an executive
Director, has been re-designated as a non-executive Director and
ceased to be a vice general manager of the Company.

On 19 April 2021, Mr. Zhang Ye tendered his resignation
from his position as an independent non-executive Director and
a member of the audit committee of the Company (the “Audit
Committee”) and the nomination committee of the Company (the
“Nomination Committee”).

On 19 April 2021, Ms. Zhao Yinglin was proposed to be
appointed as an independent non-executive Director, a member
of the Audit Committee and the Nomination Committee and was
elected at the annual general meeting of the Company held on 28
May 2021 (“2020 AGM”). For details (including the biographical
details of Ms. Zhao Yinglin), please refer to the announcement of
the Company dated 19 April 2021.
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DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

On 31 March 2021, Mr. Kong Xiangwei tendered his
resignation from his position as a shareholders representative
Supervisor and the chairman of the Board of Supervisors. On the
same date, Mr. Zhang Jun was proposed to be appointed as the
shareholders representative Supervisor and the chairman of the
Board of Supervisors and was elected at the 2020 AGM held on
28 May 2021. For details (including the biographical details of Mr.
Zhang Jun), please refer to the announcement of the Company
dated 31 March 2021.

Save as disclosed above, during the six months ended 30
June 2021 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”).

EE EEKSREEERER

M202163A31H - FLHFEEEEFERRIRERE
ENEESEIFERE - A RELALERRZHE
ARFERRESRESTSER - WER202155H28
HEITH20200FRRBAFAS LR - FHEFARB (R
RRELAEMNERFH BL2HARE A AR2021F
3ABMEMAE -

B X ES - B E202156A308 1E N E A
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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 2021, 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 the
compliance of 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 to oversee the Group’s risk management
and internal control systems on an ongoing basis, and to conduct
reviews of the effectiveness of the Group’s risk management
and internal control systems. The Group has established risk
management and internal control systems, consisting of relevant
organisational framework policies and procedures, financial
reporting procedures and processes, compliance rules and
policies and risk management measures that the Group believes
are appropriate for its business operations to identify, evaluate
and manage significant risks. The aforementioned systems are
designed to manage rather than eliminate the risk of failure to
achieve business objectives, and can only provide reasonable and
not absolute assurance against material misstatement or loss.

Internal Audit

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

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

The Board did not recommend the declaration or payment of
an interim dividend for the six months ended 30 June 2021 (six
months ended 30 June 2020: Nil).

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:

Allocation of
Net Proceeds

Intended use of
Net Proceeds

FrEREFEN

FENERERERRE Pl

RMB million

ARBEER

(i) approximately 45.0% of the total Net 438.9

Proceeds will be invested in the expansion

of our breeding 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

FT 15 3R 18 5 78 A2 B ) £945.0% 15 1% B R E 1M

MEPRNERNERESRERY BHR/ATHE

BREGONES BEMNIK BHE%S W

3% - AR THMAKERREREMER
BOTAERERER

(i) approximately 42.5% of the total Net 414.5
Proceeds will be used to repay existing

borrowings
FeR A EEENNR5%EBREER
EREE S
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HELTERK  BEMSHRIBFREH1,081.588
BIL(BIHARBITSIEET)((MEBREAEFED -
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Intended
timetable for use
of the unutilised
Net Proceeds

Balance of

Net Proceeds
unutilised up to
30 June 2021

Amount of
Net Proceeds
utilised up to
30 June 2021

BE2021F BZE2021F ERKXE A

6H30BCE A 6830H K& M FEREFE

FEBREFESE MENETFELAH 5 E R &
RMB million RMB million
AREBER ARBEEL

278.9 160.0 December 2022

2022F12 A

414.5 0.0 June 2021
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(i)

Intended use of
Net Proceeds

FEREFEREAR

approximately 10.0% of the total Net
Proceeds will be 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
PTEmIEFHEATNN10.0% 8 RENER
TRHEREHEHHRMEAB2CE ML
EAEDEEREBERET)ETRER
BR2E

approximately 2.5% of the total Net
Proceeds will be 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
EHIEZFEAENL25% K ERNE R
B EENAONRERMIBENE AR
MeglEaEndan il KmiEE
FEZEANEBRE  RHRABBER®
B AERMRMENEENZRRMALR -
femBAREMEDS LOHEFED

Allocation of
Net Proceeds

FBREFEMN
o E

RMB million
ARBBET

97.5

24.4
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Amount of
Net Proceeds
utilised up to
30 June 2021

BZE2021%F
6830HEE A

FEREFHESHE

RMB million
ARBBET

97.5

111

Balance of

Net Proceeds
unutilised up to
30 June 2021
BZ2021F
68308 k& M

FERARELER

RMB million
AREBET

0.0

13.3

EEER

Intended

timetable for use
of the unutilised

Net Proceeds
ERARBA
FeREFH
BERER

December 2022

202212 A

December 2022

20224512 A

Total
ET

975.3met)
975.304:%)

802.0

173.3

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.

it
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During the Reporting Period, the Company proactively
promoted the expansion of production capacity. As at the date of
this interim report, the Company (i) built seven new broiler farms
with battery caged systems, one new broiler cage conversion
farm with battery caged systems and four broiler farms with
battery caged systems under construction; (ii) built two new
breeder farms; (iii) added one feedmill with production capacity of
400,000 tonnes per annum and commenced operation; (iv) added
a fully automatic slaughtering plant with an annual capacity of
80 million broilers and commenced operations; and (v) added a
hatchery with an annual capacity of 50 million chicken breeds and
commenced operations.

The Group will continue to utilise the Net Proceeds in
accordance with the intended purposes as set out in the
Prospectus. The above 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.

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; and (iv) receiving financial assistance by the
discounting of commercial bills.

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 disclosure and/or 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) have complied with the disclosure and independent
Shareholders’ approval requirements under Chapter 14A of the
Listing Rules.
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On 28 May 2021, Shandong Fengxiang Industrial Co., Ltd.
(WEBEHEEZBRAF) (“Fengxiang Industrial’), a wholly-
owned subsidiary of the Company (as the purchaser) and
Yanggu Xiangguang Copper Co., Ltd. (B R E LW EBR A
ml) (“Xiangguang Copper”), an associate of GMK Holdings, a
controlling shareholder of the Company and a connected person
of the Company (as the vendor) entered into the asset transfer
agreement, pursuant to which Fengxiang Industrial agreed to
acquire machineries and equipment which are associated with and
currently used by Yanggu Sewage Water Treatment Plant (F5 %
8% — )5 /KEIEM) from Xiangguang Copper at a consideration
of RMB23,125,900 (equivalent to approximately HK$27,288,600).
The Company has complied with the disclosure requirements
under Chapter 14A of the Listing Rules, details of which are set
out in the Company’s announcement dated 28 May 2021.

On 28 August 2021, the Company entered into the procurement
and outsourcing framework agreement with GMK Holdings,
pursuant to which GMK Holdings together with its subsidiaries and
associates (excluding the Group), collectively “GMK Group”, shall
provide raw materials and processing services to the Group. On the
same date, the Company and GMK Holdings entered into the new
product sales framework agreement, pursuant to which the Group
shall sell commodities including poultry products, by-products
and other livestock and poultry breeding waste materials such as
mixture of paddy husk and chicken manure to GMK Group. The
Company has complied with the disclosure requirements under
Chapter 14A of the Listing Rules, details of which are set out in the
Company’s announcement dated 28 August 2021.

Save as disclosed above, the Group had not entered into any
connected transaction during the six months ended 30 June 2021
and up to the date of this interim report, which is required to be
disclosed under Chapter 14A of the Listing Rules.

MATERIAL ASSETS ACQUISITION, SALE AND
MERGER

As at 30 June 2021, 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 during the six months ended 30 June 2021 other
than that disclosed in this interim report.
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IMPLEMENTATION OF EQUITY INCENTIVE PLAN

A summary of the principal terms of the share award scheme
was conditionally adopted by resolutions passed at the Company’s
extraordinary general meeting held on 4 June 2020, and effective
from the Company’s listing date (the "Share Award Scheme").
The 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 Share Award Scheme (the “Trust”) and has appointed Bank
of Communications Trustee Limited as trustee (the “Trustee”)
to administer the Trust. Pursuant to the Share Award Scheme,
the grant of award (the “Award”) by the Board of Directors to
the selected participants may vest in the form of H Shares (the
“Awarded Shares”) or the net sale proceeds of the Awarded
Shares in cash in accordance with the Share Award Scheme.

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

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 2021.

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

Save as disclosed in this interim report, as at 30 June 2021,
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 2021, 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

94333 BRitE IR 43 38 Bl
Mr. Liu Zhiguang Interests held jointly with
another person
BE-ATHRAFKEREZ RAER
Interest in controlled
corporation

BERELE
Mr. Liu Xuejing ©

Class of Shares

Domestic Shares

Domestic Shares

AERKEO XEzEER RE R
Mr. Xiao Dongsheng ¢ Beneficiary of a trust H Shares
HR&E K FRXEA H&

Mr. Ow Weng Cheong ¢ Beneficiary of a trust H Shares
BKEXAE® FREEHA Hi&

Mr. Wang Jinsheng ¢ Beneficiary of a trust H Shares
FTHELE® FRXAEA HR

Ms. Lian Xianmin ) Beneficiary of a trust H Shares
REHZLW FRXEA H&
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RARQRZEAWHEREIE(EER(FBEHFRBEK
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RARRAIRBRATOEERARE (BEREGEH K
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(a) &2 7

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

of Shares of  capital of the

Number of Shares the Company Company @
EART EARLF

HERGERN+ BmRAH

Fr i 84 FREBA

R4 #E EiRESHO ERELLO
1,045,000,000 (L) 100% 74.62%
992,854,500 (L) 95.01% 70.92%
300,000 (L) 0.085% 0.021%
200,000 (L) 0.056% 0.014%
200,000 (L) 0.056% 0.014%
50,000 (L) 0.014% 0.004%
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Notes:

M

®)

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

The calculation is based on the total number of 1,045,000,000
Domestic Shares in issue and 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, Mr. Ow Weng Cheong, Mr. Wang Jinsheng and
Ms. Lian Xianmin have been granted the Awarded Shares under the
Share Award Scheme, some of which have been vested as at 30 June
2021. Therefore, 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.

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

(b) Associated Corporation
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(b) 6B %

Percentage of
shareholding

Associated Number of in associated
Name of Directors Nature of interest corporation Shares corporation
RAEBEE N
EEnA EaEME HEBOEE K% EE FREDE
Mr. Liu Zhiguang Beneficial owner GMK Holdings 792,000,000 20.00%
BIEH TS EREAA TR T R
Mr. Liu Xuejing Beneficial owner GMK Holdings 2,019,600,000 51.00%
BBEREE EREAA TR T R
Interest in controlled Fengxiang Investment 50,000,000 100.00%
corporation M
REEEERO BlERE
Interest in controlled Fengxiang Group 1,126,000,000 100.00%
corporation ®
REEEERO Bl & 2
Note: B &% -
(1) Fengxiang Investment and Fengxiang Group are wholly-owned (1) BEREEBEFEEEATEAFEEZEHE -

by GMK Holdings.



Save as disclosed above, as at 30 June 2021, 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 2021.

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 has resolved
and approved to commence the relevant preparation related to
the proposed initial public offering of A shares of the Company.
The Company has engaged Huatai United Securities Co., Ltd. as
the pre-listing tutoring institution and submitted the registration
application for pre-listing tutoring with the China Securities
Regulatory Commission Shandong Office (PR ZF 5 EEEE L8
g LR 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.

SIGNIFICANT EVENTS
EEEH

Br £ XTI EE & Sh - M20215F6H30H » HiEE
T OEFIARSTBRABIREBBALIRIERS
RARBHEMBZEZE(ER A(ESFRHEHRIDE
XVER) BB ~ RO RE P A E AR ECGE
HRBEGRIDEXVIETRFE8D BAME ARF
MBS AR (BRREBEC(GEZRHEERD)
BRGEXCREFLAR/EENELS AR) - HRIE
(FEHLHEGD)FEI52{FK AR A Z R FT it 2 Z S it
A Em kAR IRBRETRDAZTHEAR
REAIRBZAMED AR -

BE HEIEE LHES

RE E2021F6A308 1L XA A - ARA K EME
B AR MERE  HERXBERETMLETES -

EEREESREROIES ZER

BATHMBEMBEEI KRB REEAHE
AREARPAEAEEBETLEMNLE  JEES
SEFAEBEARAREMEMEAREZBKMD
FEFMEDS ULRYBEEHEFTHERLMBR8
BRATZTRERTEAEFNAREARB HAM
HMOEZABBZBEARBEHES A TEEMZK
FHEM -

Htt =18
ERERLHABEAR

20211290 EFE AR ABMBEHES
ARBBRAHABEEARMBBEEE - ARFEEF
ELZBMABFBERETRATHES LTATHEHE -
WER2021F1 298 MFEESFEBERZEZIL

FERRXLTAHENERLRET - RAHRHR
A ARREEN ETRISHEMEE - MARBHR
ERARQREALAABEARIERSES -
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SIGNIFICANT EVENTS
EEEH

Adoption of CASBE

Since the date on which the H shares of the Company became
listed on the Stock Exchange, the Company has been preparing
its financial statements under both CASBE and International
Financial Reporting Standards (“IFRSs”). In order to facilitate the
application process of the proposed issue of the A shares of the
Company, and to align the financial information disclosure of the
Company in both markets, the Board of Directors considered and
approved a resolution on 19 April 2021 in relation to the change
of its basis for preparation of the overseas financial statements
from IFRSs to CASBE, which was approved by the Shareholders
at the 2020 AGM on the proposed amendments to the articles of
association of the Company (the “Articles of Association”).

Amendments to the Articles of Association of the
Company

In view of the adoption of CASBE, the Company proposed
to amend the relevant articles of the Articles of Association in
relation to the preparation of the financial statements of the
Company which shall be in accordance with CASBE and the
requirements of applicable laws and regulations (“Proposed
Amendments to the Articles of Association”). A resolution
in relation to the Proposed Amendments to the Articles of
Association was considered and approved by the Shareholders at
the 2020 AGM. Save as disclosed above, during the six months
ended 30 June 2021 and up to the date of this interim report,
there had been no material change to the Articles of Association.
The Articles of Association is available on the websites of the
Company and the Stock Exchange.

Change of Overseas Auditors

In view of the above change to the standards in the
preparation of the Company’s overseas financial statements,
the Board of Directors also proposed to change the Company’s
overseas auditor from BDO Limited to BDO China SHU LUN PAN
Certified Public Accountants LLP, which was approved by the
Shareholders at the 2020 AGM.

SHANDONG FENGXIANG CO., LTD. WWRBE#RMGBERALTF
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Payment of Final Dividends

The profit distribution plan for 2020 of a final dividend of RMB0.03
per Share (tax inclusive) for the year ended 31 December 2020
was considered and approved by the Board of Directors and the
Shareholders at the annual general meeting on 31 March 2021
and 28 May 2021, respectively. The profit distribution plan shall
be subject to the consideration and approval of the Shareholders
at the AGM. The final dividend for 2020 was distributed in July
2021 to the Shareholders in an aggregate amount of RMB42.0
million (tax inclusive).

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 2021 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 2021 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

27 August 2021

SIGNIFICANT EVENTS
EEEH
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CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

BAGRE 2 EH W E R

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E A

Six months ended 30 June

B Z6H30H LA
2021 2020
20215 20204
(As restated)
(4 & )
Note RMB’000 RMB’000
M i AR®B TR ARBT T
(Unaudited) (Unaudited)
(REE &) (REEZ)
Total operating revenue EEHAWA 3 1,969,445 1,902,759
Less: Operating costs B B E KA 1,744,762 1,518,620
Taxes and charges e KK 14,119 12,240
Selling expenses HEBH 208,315 121,057
Administrative expenses EEEH 50,195 43,239
Research and development e
expenses 12,500 9,770
Finance costs % E A 4 13,397 29,400
Add: Other gains n: H A Es 5 3,231 1,582
Investment income & W= 6 20,308 )
Income on investments HEtabENEERE
in associates and joint B 1% & U &
ventures (738) —
Credit impairment loss ERREERKX (358) (133)
Asset impairment loss BERERX — —
Proceeds on disposal of EERBWS
assets — —
Operating profit/(loss) EERE(EBA) (50,661) 169,881
Add: non-operating income PR/ N1 N 1,863 955
Less: non-operating expenses N 36 8,897
Total profits/(loss) FE (R EE (48,833) 161,940
Less: income tax (expenses)/credit BB (ER) KA 7 (1,458) 940
Net profit/(loss) FEFE(EE) (47,375) 161,000
Breakdown by continuity of REEFEED S
operations — —
Net profit (loss) from continuing R FAE (B18)
operations (47,375) 161,000
Breakdown by attributable interests ZIEREES R — —
Net profit (loss) attributable to 55 B A & 2 R AR R A F A
shareholders of HEE)
the parent company (46,722) 161,376
Loss attributable to minority 8% R B 18
interests (653) (375)

SHANDONG FENGXIANG CO., LTD. WWRBE#RBERALF



CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
BRAGSEEWRER

For the six months ended 30 June 2021 & %Z202146 A308 L7518 A

Six months ended 30 June

B Z6H30H LA
2021 2020
20215 20204
(As restated)
(4 & )
Note RMB’000 RMB’000
M i AR®B TR ARBT T
(Unaudited) (Unaudited)
(REE®) (REEHE %)
Net other comprehensive income Hithm W E=WH & FHE
after tax (240) 279
Net other comprehensive income RERSRAMEEMEME
attributable to shareholders of the & U a8 B 1R % E
parent company after tax (240) 279
Other comprehensive income that TEEE » M 1B = 1 B A 4R
cannot be reclassified into profit or &
loss — =
Changes arising from BT ERE X mAE
remeasurement of defined B E)
benefit plan — —
Other comprehensive income that EmET T eEE =S
cannot be reclassified into profit HEfh 4R & W=
or loss under the equity method — —
Change in fair value of investment Hivigm TEARERAAE
in other equity instruments (ER=) — —
Change in fair value of corporate trEBIFEARBRAAE
credit risks (ER=2) — —
Other comprehensive income that can BESHEERNEMES
be reclassified into profit or loss U &% (240) 279
Other comprehensive income to AT IEERMNE
be reclassified into profit or loss 4R & U &=
under the equity method — —
Change in fair value of other debt HmEEKEAABEE
investments &) — =
Amount of financial assets to & raﬂ BEEEDBEGAEAM
be reclassified into other ra = B’]
comprehensive income © — =
Credit impairment provision for HihEREKREFERBEE
other debt investments 1 — —
Cash flow hedging reserve ReneEHFHE — =
Exchange differences on HNEEE ﬁi%iﬁi‘%ﬁ%ﬁ%%ﬁ
translation of foreign currency
financial statements (240) 279
Others H A — =
Net other comprehensive income SFEROHREMEMIEZE IR
attributable to minority interests after B E TR
tax —_ —
Total comprehensive income mAWwE %% (47,615) 161,279
Total comprehensive income HEBNERRNAENLS
attributable to the shareholders of Hﬁ(ﬁﬁ? EE]
the parent company (46,962) 161,655
Total comprehensive income BN HRENGE W =
attributable to minority interests 485 (653) (375)
Earnings per share =2
Basic (loss) earnings per share EARGRKR(EE) K
(RMB per Share) (7t BR) (0.03) 0.15
Diluted (loss) earnings per share mEER(EE) WS
(RMB per Share) (7t /&) 9 (0.03) 0.15
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CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL POSITIONS
G S FHAR R &K

As at 30 June 2021 7202146 H30H

As at As at
30 June 31 December
2021 2020
n2021%F 720204
6H30H 12A31H
(As restated)
(&)
Note RMB’000 RMB’000
i & AR® T AR T T
(Unaudited) (Audited)
(REEX) (EEZ)
Current assets mEEE
Monetary funds E¥ES 1,910,676 1,556,134
Financial assets held for trading RHEERMEE 72 —
Trade receivables JE U BR 3R 10 179,148 192,572
Prepayments TE S B 35,476 57,924
Other receivables H 8 U R 10,608 7,824
Financial assets held under resale EARECREE
agreements — —
Inventories FE 11 787,616 726,003
Contract assets aREE — —
Assets held for sale REGEEE — =
Non-current assets due within one —FRIHNERBEE
year — —
Other current assets B Re) & E 12 69,014 65,051
Total current assets REBEESS 2,992,610 2,605,508
Non-current assets FEREEE
Long-term equity investments RAERERE 13 64,089 64,827
Fixed assets BT 8 E 14 2,500,571 2,004,898
Construction in progress EEITRE 15 170,726 301,021
Productive biological assets EEEEMEE 16 133,065 101,225
Right-of-use assets FRESEE 17 424,195 427113
Intangible assets EREE 18 93,588 91,320
Long-term deferred expenses RHEFHEER 0 411
Deferred income tax assets BIEMSHREE 1,431 203
Other non-current assets HEMIEmEE E 28,057 156,212
Total non-current assets ERBEESE 3,415,722 3,147,229
Total assets EEHAS 6,408,332 5,752,737
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CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL POSITIONS
RS F AR &R

As at 30 June 2021 7202146 H30H

As at As at
30 June 31 December
2021 2020
n2021%F 720204
6H30H 12A31H
(As restated)
(&)
Note RMB’000 RMB’000
i & AR T AR®ET T
(Unaudited) (Audited)
(REER) (EZ)
Current liabilities BB E
Short-term borrowings SRR 23 1,613,462 1,487,000
Bills payable ERNEE 19 73,418 —
Trade payable FE 1 BR 3K 20 439,324 348,931
Contract liabilities ERAME 32,429 37,830
Payroll payable JiE -} B T 357 B 21 59,249 73,494
Taxes payable EREE 7,311 7,212
Other payables H A JE 5 3K 22 165,546 126,902
Non-current liabilities due within one —FRIHBNERBEE
year 103,144 68,275
Other current liabilities HivmsaE 2,343 2,456
Total current liabilities RBRES 2,496,226 2,152,100
Non-current liabilities FREEE
Long-term borrowings REIE R 23 438,411 —
Lease liabilities HEARE 265,054 310,286
Long-term payables REER R — =
Long-term payroll payables £ B FE 1< B T %7 B — —
Estimated liabilities B EE 165 184
Deferred income % 3E U 7= 11,476 7,108
Total non-current liabilities kRBEBESE 715,106 317,578
Total liabilities =R =) 3,211,332 2,469,678
Owners’ equity FEEER — —
Share capital f&% A% 29 1,400,000 1,400,000
Capital reserve BARRNIE 663,282 663,335
Less: treasury shares B ETE AR 2,548 3,822
Other comprehensive income H b 7 & W 7= (18) 222
Surplus reserve el /N 135,407 135,407
Undistributed profits R 7 B A H 1,000,877 1,089,599
Total equity attributable to HEBRERRMAE
shareholders of the parent company AR 3,197,000 3,284,741
Minority interests D ER RE — (1,682)
Total owners’ equity FE&AERE 3,197,000 3,283,059
Total liabilities and owners’ equity B &EMFFAEEE A 6,408,332 5,752,737
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Gl Foy - FIES
For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E A

Consolidated statement of changes in owners' equity for the six months ended 30 June 2021
BENNEGANALABARRIAZERRDR

Other
Capital Less: treasury  comprehensive Surplus  Undistributed Minority Total
Share capital reserves shares income reserves profits ~ Sub-total interest owners’ equity
fh U2 fi5%
liems 3R % ERME HERR Galg B&LE *AEAE it e Eaan
RMB'000 RMB’000 RMB'000 RMB'000 RMB’000 RMB000 RMB’000 RMB'000 RMB’000
AEETL  ARETR  ARETR AEETR  ARETR AEETTL  ARETR  ARMTR  ARET:R
(Unaudited)  (Unaudited)  (Unaudited) ~ (Unaudited)  (Unaudited) (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
(xE%:)  (REEH)  (REEH) (xE%:)  (RES) (xE%:)  (REHED)  (REH)  (REEH)
. Balance atthe end of lastyear - LEERHE 1,400,000 663,335 3,822 22 135,407 1,089,599 3,284,714 (1,682 3,283,059
Il Balance atthe beginning of = AEEHEE
the year 1,400,000 663,335 3822 s 135,407 1,089,599 3,284, 4 (1,682 3,283,059
Ill. Increases/decreases at current = AHEHEHEE
period - G () (240) - 6872 (81740) 168 (8605%)
() Total comprehensive income (-) GakaLE - - - (240) - (46,722) (46,962) (653) (47,615)
(1) Capital contrbuted or (2) FEERARASES
reduced by owners - (53) (1,274) - - - 1,21 2,336 3,957
1. Ordinary shares 1. FBERAM
confributed by owners Lk - (18) - - - - (18) 2,336 2318
2. Capital contrbuted by 2 EHBRTARAEE
the holders of other RAEK
equity instruments - - - - - - - - -
3. Amounts of share- 3. RbEMGARESE
based payments EafoE
recognised in owners'
equty - () - - - 11168 - 11168
4, Others 4 Aifp - It - - - - 1 - It
(1) Prft distrbuton (=) 7183 - - - - - (20000 (42000) - (l2000)
1. Withdrawal of surplus 1 RRERLE
reserves - - - - - - - - -
2. Withdrawal of general 2 RO-RER
rsk reserves Ef - - - - - - - - -
3. Proft distibuled 3 HiFREGERR)M
fo owners (or iy
shareholders) - - - - - (20000 (42,000) - (l2000)
4, Others 4 Aifp - - - - - - - -
IV. Balance at the end of the period 1~ AHHAHE 1,400,000 663,262 2,548 (8) 135407 1000877 3,497,000 - 3197000
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Gl $od - I E
For the six months ended 30 June 2021 & %Z202146 A308 L7518 A

Consolidated statement of changes in owners' equity for the six months ended 30 June 2020

EENNF6ANALEAAREERREDR

Less: Other Total
Capital freasury  comprehensive Surplus Undistributed Minority owners'
Share capital TeServes shares income reserves profits Sub-tofal inferest equity
(Asrestated)  (As restated)  (As restated) (As restated)  (As restated) (Asrestated) ~ (Asrestated)  (Asrestated)  (Asrestated)
£t by fR%
BE BARE  BERR GelE  EBBLE  AORAE P REEE  Baad
liems R (gEm)  (BEd)  (#Ed) (#2g)  (BEQ) (gsg)  (mER)  (BER)  (8EQ)
RMB000 RMB000 RMB1000 RMB1000 RMB000 RMB000 RMB000 RMB1000 RMB000
AEETT  ARETR  ARBTR AEBTT  ARETR ARETT  ARETR  ARBTR  ARETR
(Unaudited)  (Unaudited)  (Unaudited) (Unaudited) ~ (Unaudited) (Unaudited) ~ (Unaudited)  (Unaudited)  (Unaudited)
(RE20)  (RE%H)  (REED) (R&5x7)  (REEH) (RE20)  (RE%%)  (REEH)  (REED)
. Balance atthe end of last year - LEERAE 1,045,000 41,861 - 261 119790 917,623 2,124,535 (856) 2123678
Il Balance at the beginning of =+ AEEHEE
the year 1,045,000 41,861 - 26 119790 917,623 2,124,535 (856) 2123678
Il Increasesldecreases at current = AHAEBHLE
period - 552 - 19 - 161,376 162,207 (379) 161,831
(1) Total comprehensive income () GehaLE - - - 29 - 161,376 161,655 (375) 161,279
(1) Capital contributed or (2) FBERARE)ER
reduced by owners - 552 - - - - 552 - 552
1. Ordinary shares . HEERAH
contributed by owners EER - - - - - - - - -
2. Capital contrbuted by 2 EfERIAREZ
ihe olders of other RARK
equity instruments - - - - - - - - -
3. Amounts of share- 3 RbEAiAREE
based payments EafoE
recognised in owners'
equity - - - - - - - - -
4. Others 4 ify - 552 - - - - 552 - 552
(I} Profit distrbution (2) WA - - - - - - - - -
1. Withdrawal of surplus . RREBLE
Teserves - - - - - - - - -
2. Withdrawal of general 2 RO-kER
risk reserves £l - - - - - - - - -
3. Proft distibuted 3 HERAGIRR)Y
fo owners (or I
shargfolders) - - - - - - - - -
4. Others 4 ify - - - - - - - - -
V. Balanceattheendofthe - AHHRAE
period 1,045,000 4243 - 540 119,790 1,078,999 2,286,741 (128) 2,285,509
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
#HH%AEEE/)ILE%Q

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E A

Six months ended 30 June

HZ6A30HIEAEA
Notes 2021 2020 (As restated)
ltems HA i3 20215 2020 (I E i)
RMB’000 RMB’000
ARETR ARBFT
(Unaudited) (Unaudited)
(REE) (REEE5)
. Cash flows from operating activities - RETHELENRERE
Cash received from sales of goods and HERm RELBKKINERE
rendering of services 2,124,382 1,945,434
Tax refunds received W B &9 Méﬁﬂi 16,761 29,321
Cash received from other operating activities Yo B H 14@ Eﬁi CEEHEBANR S 115,773 39,534
Sub-total of cash inflows from operating activities  #& & & 3 Nat 2,256,916 2,014,289
Cash paid for goods purchased and services B%,\P:ﬁuu . %ﬁ%ﬁ%ﬁﬁﬁ'\]fﬁﬁ
received 1,585,603 1,223,148
Cash paid to and on behalf of employees SHRBINRABRIZANAS 299,919 315,418
Cash paid for taxes SR SENE 24,451 14,375
Cash paid for other operating activities XHEmREEEHERENE 322,142 176,899
Sub-total of cash outflows from operating activities &% /&) & /)&t 2,232,115 1,729,840
Net cash flows generated from operating RETHELENESRERE
activities 24,801 284,449
II. Cash flows from investing activities I RETBELANEERE — —
Cash received from disposal of investments e EREIME S - =
Cash received from gains on investments BEHRENEKINR S - =
Net cash received from disposal of fixed REETEE EVEENAMEK
assets, intangible assets and other long- HEEREMEREFHE
term assets 1,349 1,347
Net cash received from disposal of subsidiaries i & F 72 ] [ E & % 87 U 2 /9
and other business units Refs 10 —
Cash received from other investing activities WEEMEREFHEBNR 2 — —
Sub-total of cash inflows from investing REEHRETAANG
activities 1,359 1,347
Cash paid to acquire and construct fixed BEETEAE  BFEEMEAR
assets, intangible assets and other long- HEESNNEAS
term assets 343,467 202,141
Cash paid for investments BRESHOES - —
Net increase in pledge loans BEREFFEME - —
Net cash paid to acquire subsidiaries and other ~ EUS F A7 R Ef 2 ¥ B T FH
business units BeFs - =
Cash paid for other investing activities SHEMREEEHFBENER S 5,921 =
Sub-total of cash outflows from investing activities & & &8 & 7 i/)\ 5t 349,388 202,141
Net cash flows from investing activities REFHELENREREFH (348,029) (200,794)
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
BHRGEHESRER

For the six months ended 30 June 2021 & %Z202146 A308 L7518 A

Six months ended 30 June

HZ6A30HIEAEA
Notes 2021 2020 (As restated)
ltems HR i 2021% 2020 (I E i)
RMB’000 RMB’000
ARETR ARBFT
(Unaudited) (Unaudited)
(REE) (REEE)
lll. Cash flows from financing activities S EEEBELNRERE — —
Cash from absorption of investments MR E R MR & - —
Including: cash received by subsidiaries from Ho: FRARKAOERREEK
investment by minority shareholders AWK — —
Cash received from borrowings BEEFKEMNERE 1,482,290 1,341,334
Cash received from other financing activities WEEMEEEZHEEANA L — —
Sub-total of cash inflows from financing activites Z£& ;&R 4 7 A/ it 1,482,290 1,341,334
Cash paid for debts repayments EREBEIANRSE 817,500 838,826
Cash paid for distribution of dividends and A ERA - MEZHE R E XA
profits or payment of interest R e 23,834 30,914
Including: dividends and profits paid to minority ~ HE&: FARIHLLHB R
shareholders by subsidiaries R A 7R - —
Cash paid for other financing activities SHEMREEEHFBENEH S 44,500 34,564
Sub-total of cash outflows from financing activities % #& ;&35 & £ /)\ 5t 885,834 904,304
Net cash flows from financing activities EETHELANRESREFH 596,456 437,030
IV. Effect of fluctuation in exchange rate on cashand cash M BERSEHUBERRLEEY
equivalents Mg e 8 12
V. Netincrease in cash and cash equivalents I HERBEESENTIEME 273,236 520,697
Add: Cash and cash equivalents at beginning Mm:-BONRERREZENHRE
of period 1,289,514 563,365
VI. Cash and cash equivalents at end of NERBERACEENRE
period 1,562,750 1,084,062
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
G S P BRI

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E A

1. BASIS OF PREPARATION 1. EEE

The unaudited interim financial statements of the Group
have been prepared on a going concern basis based
on the actual transactions and events in accordance
with the Accounting Standards for Business Enterprises
and relevant regulations issued by the Ministry of
Finance of the People’s Republic of China (the “PRC”)
(collectively, the “PRC Accounting Standards”), the
disclosure requirements of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”) and Companies
Ordinance (Chapter 622 of the Laws of Hong Kong)
(the “Companies Ordinance”), and is in compliance
with the accounting policies and accounting estimates
applicable to the Group.

The interim results have been reviewed by the Audit
Committee.

The financial statements have been prepared under
the historical cost convention. Unless otherwise stated,
the financial statements are presented in RMB and
all amounts are rounded to the nearest thousand
(RMB’000).
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

GRS P B |REE

For the six months ended 30 June 2021 & %Z202146 A308 L7518 A

BASIS OF PREPARATION (Continued)

The Group used to apply the applicable International
Financial Reporting Standards (“IFRSs”) issued by the
International Accounting Standards Board (“IASB”) and
the requirements of the Companies Ordinance in its
preparation of its financial statements. According to the
“Consultation Conclusions on Acceptance of Mainland
Accounting and Auditing Standards and Mainland Audit
Firms for Mainland Incorporated Companies Listed in
Hong Kong” published by The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) in December
2010, with effect from this financial year, the Group
has decided to prepare its financial statements in
accordance with the PRC Accounting Standards. The
adoption of the PRC Accounting Standards has been
applied retrospectively. The balance sheet as at 31
December 2020 and the income statement, statement
of cash flows and statement of changes in equity for
the period from January to June 2020 for comparative
purposes are also converted to the presentation
and disclosure in accordance with the format of the
enterprise financial statements as stipulated in the
PRC Accounting Standards. As the PRC Accounting
Standards and IFRSs converge, the material differences
between the PRC Accounting Standards adopted in
the financial statements in 2021 and IFRSs adopted in
the financial statements disclosed as at 31 December
2020 are mainly due to differences in the measurement
model of productive biological assets.

In 2020, the Company performed valuation for all
productive biological assets in accordance with IFRSs.
As such valuation is not a statutory valuation, the
revaluation surpluses resulting from the valuation is
only reflected in the statements prepared under IFRSs,
but not reflected in the statements prepared under
the PRC Accounting Standards. Productive biological
assets are not depreciated in accordance with IFRSs,
but are depreciated according to the PRC Accounting
Standards and the productive biological assets will be
depreciated year by year.

1.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
G S P BRI

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E A

2. SIGNIFICANT ACCOUNTING POLICIES AND 2. EEETRRREMEE

ACCOUNTING ESTIMATES

Declaration on compliance with the CASBE

The financial statements comply with the requirements of the
CASBE issued by the Ministry of Finance, and truthfully and
completely reflect the consolidated financial position as at
30 June 2021 and the consolidated results of operations and
cashflows for the period from January to June 2021.

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 2021
to 30 June 2021.

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 acquired by acquirer through business
combination shall be measured at the carrying value of
the assets, liabilities (including goodwill arising from the
acquisition of the acquiree by controlling party) 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
the capital reserve is not sufficient to absorb the difference,
any excess shall be adjusted against retained earnings.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

GRS P B |REE

For the six months ended 30 June 2021 & %Z202146 A308 L7518 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

G S P BRI

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E 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 E f  EL R
For the six months ended 30 June 2021 & %Z202146 A308 L7518 A
2. EEERTBRERERMEF(B)

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 financial
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 or contingent liabilities determined on the date
of purchase.

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

B F A2 R (E)

R E MR E 5 R E e 5 5 E — 2 6 8w
BREDBERES N  EEREKRA G 7 EH
BZAKANRERE  ENEREEZ
BEASHITMKEHTRENR—ZH 2
B REEattAzHEAAMIER
HGAWa AR EMFEFEEZS D5
AR RBR AR E T RS KE R

B e

ERERA - AR —ZH TEEEHE
MFRAXEBN UEEREENSE
AHREE BEMRIFABNAAEBE
REMEBEREMASHIBERE -

HEMKESFRARME IFR—ZH T
WEREDEHREHN HRBERZAF
ENHRBETNRE RBZBREEEER
FHAREBEETENE AREEHR
HEEEENZRAAEHRERE - B
BERZAFANEEET N REY RO NI
BRASNHERGENEMEE E  #a
ERETHEMMEERREIEREE
BArEEMmE RS -

Interim Report 2021 iR E

61



62

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
G S P BRI

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E A

2. SIGNIFICANT ACCOUNTING POLICIES AND 2. EERTBRERE A ()
ACCOUNTING ESTIMATES (Continued)
Preparation method of consolidated financial EHMBRRNER S E(E)

statements (Continued)

(2) EHERF (&)

(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 losses
and profits 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 equity investment in the subsidiary satisfy
one or more of the following conditions, the transactions
are normally accounted for as a package of transactions:

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

— these transactions constitute a complete commercial
result as a whole;

— one transaction is conditional upon at least one of the
other transaction;

— 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 B |REE

For the six months ended 30 June 2021 & %Z202146 A308 L7518 A

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

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

(2) EHERF (&)

(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

BLENS

B ISR M A

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E 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 of 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:

(1)

)

@)

the assets held solely by the Company and those jointly
held on a prorate 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 B |REE

For the six months ended 30 June 2021 & %Z202146 A308 L7518 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

G S P BRI

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E 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

For the translation of financial statements of foreign
operation 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 “retained earnings” 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, or 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 B |REE

For the six months ended 30 June 2021 & %Z202146 A308 L7518 A

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

ACCOUNTING ESTIMATES (Continued)
Financial Instruments (Continued) eRMIAE)

(1) Classification of financial instruments (1) BT 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
it as financial assets (debt Instruments) measured at fair
value through other comprehensive Income at the initial
recognition. This designation is made on an investment-
by-investment basis and the relevant investment meets
the definition of equity instrument from the perspective of
the issuer.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
G S P BRI

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

2. EEETERERER MG (E)

Financial Instruments (Continued) eRMIAE)

(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
measured at fair value through current profit or loss:

— Such designation would eliminate or significantly
reduce a measurement or recognition inconsistency.

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

— The financial liabilities include embedded derivatives
which can be split separately.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
GRS P B |REE

For the six months ended 30 June 2021 & %Z202146 A308 L7518 A

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

ACCOUNTING ESTIMATES (Continued)
Financial Instruments (Continued) eRMIAE)

(2) Recognition basis and measurement method

(2) £@ T ARy BB A B 5%

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
G S P BRI

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

2. EEETERERER MG (E)

Financial Instruments (Continued) e@MIAE)

(2) @ T AW EREIFE A 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 B |REE

For the six months ended 30 June 2021 & %Z202146 A308 L7518 A

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

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

(2) @ T AW ER X IFE A 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 loans, bills payable, trade payables, 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 rewards related to the 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

G S P BRI

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E 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:

The book value of the financial asset transferred;

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:

The book value of the part that is derecognised;

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 B |REE

For the six months ended 30 June 2021 & %Z202146 A308 L7518 A

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

Financial Instruments (Continued) SRMIA(E)

(4) Derecognition of financial liabilities (4) @ EEARILER
If all or part of the current obligations of a financial CRHAEMNERRE 2 PRI B L HK
liability have been discharged, the financial liability or E’\J AR IEERZeRMABBERE &S K
part of it will be derecognised; if the Company signs NEIEEBEEAETEHE  WEAREFER
an agreement with the creditor to replace the existing BEAAEBERATFeREE BFada
financial liability with new financial liability of substantially 1§ﬁﬁféﬁﬁ1fﬂ’]4\ﬂﬂmﬁ\§iféi$ﬂﬁ’]
different contractual terms, the existing financial liability AR tRREFeRAE WEAKBERR
shall be derecognised while the new financial liability SREE -

shall be recognised.

If substantial changes are made to the contractual HEFeREBE(EHXBD) & R K KRME
terms (in whole or in part) of the existing financial HELHEERHN  AIRIBRRRFEREE
liability, the existing financial liability (or part of it) shall (HKE—&2) AEEEHNERENSHE
be derecognised, and the financial liability after the EERAS—EHTEHBE-

modification of terms shall be recognised as a new
financial liability.

When a financial liability is derecognised in whole or PHAREHHBORILERE - KRIEHE
in part, the difference between the book value of the nuEl’]imﬂ%ﬁﬁﬁﬁﬁfﬁéﬁifiﬁiﬂf(&%ﬁj
financial liability derecognised and the consideration paid HHEREEESAENTemBE) ZMH
(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, ARElERERIMEREE  ERBEHR
the book value of the entire financial liability is allocated REBERRDSEK EERIBLOOELR
between the part that continues to be recognised nEE - H ZEeMmMBEERBNEEEMGEE
and the part that is derecognised on the repurchase THE - PEGRKRIEBERT > NEEEE
date based on their respective relative fair value. The HYNHEEREELNIER S EE IR
difference between the book value assigned to the part ERFemaB cHNERE  sSTAZHIE
derecognised and the consideration paid (including the = ©

non-cash assets transferred out or the new financial
liability assumed) shall be included in current profit or
loss.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
G S P BRI

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E 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 B |REE

For the six months ended 30 June 2021 & %Z202146 A308 L7518 A

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

ACCOUNTING ESTIMATES (Continued)
Financial Instruments (Continued) ERMIA(E)

(6) Test and accounting methods for impairment

(6) TR EERBE LR =T ERE i BB E

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

G S P BRI

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E 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
measures the loss provisions at the lifetime expected

credit loss.

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

asset is directly written down.

Inventories

(1) Classification and costs for inventories

Inventories are classified into raw materials, turnover
material, goods in stock, work in process, distributed

goods and consumptive biological assets, etc.

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.

(2) 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

GRS P B |REE

For the six months ended 30 June 2021 & %Z202146 A308 L7518 A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

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 realizable value of held-for-sale commodity stocks,
such as finished goods, 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 realizable 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 realizable 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
realizable value of the excess part shall be calculated on
the ground of general selling price.

After the provision decline in value of inventories, if the
factors resulting in the previously recorded inventory
impairment disappeared, as a result of which the net
realisable value of the inventories became higher than its
book value, it would be written back to the extent of the
original provision decline in value of inventories made,
and such written-back amounts would be charged to the
current profit or loss.

(4) Inventory system

The perpetual inventory system is adopted.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
G S P BRI

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

2. EEETERERER MG (E)

Inventories (Continued) 7E (&)

(5) Amortisation of low-value consumables and

(5) B 18 5 # i Fl & & W 7y # 35 75 0%

packaging materials

Low-value consumables are mortised using the immediate
write off method;

Packaging materials are mortised using the immediate
write-off method.

Contract assets

(1) Recognition and standard of contract assets

The Company presents contract assets or contract
liabilities in the balance sheet based on the relationship
between performance obligations and customer
payments. The consideration that the Company has
the right (and this right depends on factors other than
passage of time) to receive for goods transferred to
customers is listed as a contract assets. Contract assets

EESRMERA—REHE:

BEYHER —REHE -

EREE

(1) EEEER R EREE

ARARBETENEBEETFLPNRZE
MEAREEERBEXRTISRAREERA
FEE - ARARIEAEPE®EEamkREHER
T A WA H B R (B %A BURR
FRRA ZINEMER) I RREREE °
R-—GRTHEREEMARAENFE
SIR - ARBEAE R B AR (EBDURR B

and contract liabilities under the same contract shall [ 7% 2 ) A & 5 YR BR 5 (B A #E FI /5 A& FE Wk
be shown on a net basis. The right of the Company to HEFIR -

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 Il “(X) 6. Test and accounting
methods for impairment of financial assets”.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

GRS P B |REE

For the six months ended 30 June 2021 & %Z202146 A308 L7518 A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Long-term equity investments

(1)

(2)

Joint control or significant influence criterion

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

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

Determination of initial investment cost

Long-term equity investments acquired through
business combination

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

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

2. EEETERERER 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 B |REE

For the six months ended 30 June 2021 & %Z202146 A308 L7518 A

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

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

(3) Subsequent measurement and recognition of (3) BETER Bz BRI E(E)

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 at the
acquisition date, 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 at the acquisition date,
the difference shall be charged to current profit or loss
and the cost for long-term equity investment shall be
adjusted.

The Company recognizes the investment income and
other comprehensive income according to its shares
of net profit or loss and other comprehensive income
realized 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 (the “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 after the adjustment and other
comprehensive income, etc.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
G S P BRI

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

2. EEETERERER 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 unrealized 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, 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
HERAE N B RRM T
For the six months ended 30 June 2021 #Z202146 A30H [t/ {8A

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

ACCOUNTING ESTIMATES (Continued)
RERERE(E)

Long-term equity investments (Continued)

(3) Subsequent measurement and recognition of (3) #EFER 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
G S P BRI

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E A

2. SIGNIFICANT ACCOUNTING POLICIES AND 2. EEEt KRR E A (E)
ACCOUNTING ESTIMATES (Continued)
Long-term equity investments (Continued) RERERE(E)
(3) Subsequent measurement and recognition of (3) #AEFTEREmBRGZE(E)

profit or loss (Continued)

Disposal of long-term equity investments RABRERENEE (&)

(Continued)

When the Group loses the control over the investee REMBORERESRAERT HER
due to partially disposal of equity investment and other BENEGIER - 7L 4mEE R B %R R
reasons, the remaining equity interest after disposal shall T £ A #E B 49 4 4% 4% & B L B e £ [ 4%
be accounted for under equity method in preparation of REATLEN REEREZZE  LHZ
separate financial statements provided that joint control or FepREARAENGEHAEAEREZE
material influence over the investee can be imposed and ETHAE HRNEEEESMEGEZ
shall be adjusted as if such remaining equity interest had AERMNEMEE N a KA RN ESN
been accounted for under the equity method since being BERERENBEEXABERRMHERIZL
obtained. The other comprehensive income previously Bl 45 85 - I%ﬁﬂﬂ& S E A% H R A E M PR
recognised before obtaining the control over the investee EEE=SREHEEANE BB TR
shall be transferred in proportion by using the same basis % #E 1S B ¥ 15 1% B B AL B e £ B 4E 5l 3k i
as the investee used for direct disposal of relevant assets MEATEN BREcMEE HAEE
or liabilities. Changes in other owner’s equity recognised KEGI BN AABEEEREAEERMNZE
as a result of the adoption of the equity method shall be Bt ASHERD  HRMERKREEUE
transferred to the current profit or loss on pro rata basis. HlE AR EMGE R MEMETE
Where the remaining equity interest after disposal cannot LR EE o

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 BRAZRXSGDPTREH FRAAKRERE
stages by multiple transactions resulting in the loss of BEEEXEHE BR—EBTRXZH0 &
control, where the Company accounts for a package BRGER—TBERETFAFKREREILE
deals, accounting treatment shall be conducted for all KEFIENRSETEHERE: EEAE
transactions as the equity investment for disposal of a Hl 2R — R EEERENEE MR E
subsidiary and the transaction in the loss of control. In the HESRUREREFRAEE ZBENESE
individual financial statements, the differences between EERMERERT  SBALSEMES K
the consideration disposed and the corresponding o BB AP R B — OFEE A 32 K9
carrying value of long-term equity investment of the EHNEHREZ TBR —EBTRXIH
disposed equity in each transaction prior to the loss F—ERZIDAETESHEREE -

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 B |REE

For the six months ended 30 June 2021 & %Z202146 A308 L7518 A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Fixed assets

(1)

(2)

Conditions for recognition 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:

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

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 of the Company are depreciated by
categories using the straight-line method, and the annual
depreciation rates are determined by categories based
upon their estimated useful lives and their estimated
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
G S P BRI

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E A

2. SIGNIFICANT ACCOUNTING POLICIES AND 2. EEETBRRREFEFE)
ACCOUNTING ESTIMATES (Continued)

Fixed assets (Continued) EE&EEGE)

(2) Methods for depreciation (Continued) (2) HEHZ(E)
The depreciation policy for fixed assets leased under MmEHMEFABAANEEEERKAEBSR
finance leases is consistent with that for own fixed EEEM BT ERK L BER/E
assets. If it is reasonably certain that ownership of the HEHERESeNGHELEEMGEDN
leased assets will be obtained at the end of the lease EHEEESAERAFERAGRTE:: B
term, depreciation is provided over the remaining useful cEBEHESRERFREARNGEHEHEEE
life of the leased assets; if it is not reasonably certain that FrEREN CHEHEEEEERFEA
ownership of the leased assets will be obtained at the FRMEFREH AR ANGTRTE -

end of the lease term, depreciation is provided over the
shorter of the lease term and the remaining useful life of
the leased assets.

The depreciation methods, useful life of depreciation, SHEETEENERE EFR  BE
residual value rate and annual depreciation rate of each EMEFERDT
category of fixed assets are as follows:

Annual

Depreciation Useful life Residual depreciation

Category method (Years) value rate (%) rate (%)

Bl wERE & F R (5F) 5% {8 % (%) F 17 B £ (%)

House and buildings Straight-line method 20-40 5 2.38-4.85
FEERZEED T F R A

Machine and equipment Straight-line method 4-15 © 6.33-23.75
HEs R I FERIE

Vehicle Straight-line method 8 5 11.88
BERRE T F R A

Electronic equipment Straight-line method 5 © 19.00
B RE 1 FRIE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

GRS P B |REE

For the six months ended 30 June 2021 & %Z202146 A308 L7518 A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Fixed assets (Continued)

(3) Recognition and measurement of fixed assets

under finance lease

Where any one of the following conditions is provided
in the lease agreement between the Company and the
lessor, assets under finance lease will be recognised:

(1) upon the expiry of lease, the ownership of the leased
asset will be transferred to the Company;

(2) the Company has the option to purchase the leased
asset at a price that is expected to be far less than
the fair value of the leased asset at the exercise of
the option;

(3) the lease term accounts for the majority of the useful
life of the leased asset;

(4) the present value of the minimum lease payment at
the inception of the lease is substantially the same as
the fair value of the leased asset;

(5) the leased assets are of a specialised nature such
that only the lessee can use them without major
modifications being made.

At the inception of the lease, the leased asset shall be
stated at the lower of the fair value of the leased asset
and the present value of the minimum lease payments,
and the minimum lease payments shall be recorded as the
carrying amount of long-term payables. The difference
between the recorded amount of the leased asset and
the minimum lease payments shall be accounted for as
unrecognised finance charge.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

G S P BRI

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E A

2. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)
Fixed assets (Continued)

(4) Disposal of fixed assets

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

Construction in progress

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

Borrowing costs

(1) Criteria for recognition of capitalised

borrowing costs

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

Qualifying assets include fixed assets, investment
property and inventories that necessarily take a
substantial period of time for acquisition, construction or
production to get ready for their intended use or sale.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
GRS P B |REE

For the six months ended 30 June 2021 & %Z202146 A308 L7518 A

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

ACCOUNTING ESTIMATES (Continued)
Borrowing costs (Continued) BEREHE)
(2) Capitalisation period of borrowing costs 2) BHEFELXLLE

ERCHE BERERERRBEAE

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:

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;

borrowing costs have been incurred;

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

G S P BRI

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E A

2. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)

Borrowing costs (Continued)

(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.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

GRS P B |REE

For the six months ended 30 June 2021 & %Z202146 A308 L7518 A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Biological assets

(1

The Company'’s biological assets are productive biological
assets, which are classified into immature productive
biological assets and mature productive biological assets
according to different stages. The two stages refer to the
breeding stage and the production stage, respectively.

The cost of productive biological assets mainly includes:
the cost of purchased chicken breeds of parent stock
day-old chicks, material consumption, depreciation of
chicken sheds and remuneration. When the parent stock
day-old chicks enter the egg-laying stage, the costs
originally assigned to the immature productive biological
assets account are transferred to the mature productive
biological assets account at one time and amortised
to the current egg cost during the egg-laying period
according to the corresponding daily amortisation rate of
the stage.

The immature productive biological assets account for the
parent stock day-old chicks that are still in the breeding
and maturing stages at the end of the period, and the
mature productive biological assets account for the parent
stock day-old chicks that are laying eggs at the end of the
period.

The actual expenses incurred before the productive
biological assets reach their intended production purpose
constitute the cost of the productive biological assets,
and the subsequent expenses incurred after the intended
productive purpose is reached are included in the current
profit and loss.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
G S P BRI

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Biological assets (Continued)

®)

The Company depreciates productive biological assets
that have reached their intended production and
operation purposes on a daily basis over the estimated
egg production period, with a residual value of RMB20
per breeder for white-feathered chickens and RMB75
per breeder for black bone chickens. The Company
reviews the useful life, estimated net residual value
and depreciation method at the end of each year. If
the expected number of useful life or estimated net
production value differs from the original estimate or if
there is a significant change in the way economic benefits
are realized, the useful life or estimated net production
value is adjusted as a change in accounting estimate, or
the depreciation method is changed.

The difference between the proceeds from the sale, loss,
death or destruction of productive biological assets, net
of their carrying value and related taxes, is included in
the current profit or loss.

The productive biological assets are inspected at the end
of each year. If there is evidence that the recoverable
amount of the productive biological assets or the net
realizable value of the consumable biological assets is
lower than their book value, the provision for impairment
of the productive biological assets is made at the lower
amount and is included in the current profit and loss;
once the provision for impairment of the productive
biological assets is made, it cannot be reversed.

Inventory system and specific inventory methods:

The Company takes inventory of the parent stock day-
old chicks by batch, once every six months or at the time
of culling. The specific inventory method is to count the
number of individual. The Company monitors the entire
process of the parent stock day-old chicks in the breeding
process.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

GRS P B |REE

For the six months ended 30 June 2021 & %Z202146 A308 L7518 A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Intangible assets

(1) Measurement of intangible assets

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
Items Useful Years Amortisation method
H B BAERSET #BHEHZE
Land use rights 25-50 Straight-line method
+ 3 55 A A FRFEE
Computer 10 Straight-line method
software
= I = FRFHEE
Patents 20 Straight-line method
Wil FRFEE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

G S P BRI

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E 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:

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

the intention to complete the intangible asset for use or
for sale;

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 B |REE

For the six months ended 30 June 2021 & %Z202146 A308 L7518 A

2. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)
Intangible assets (Continued)

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

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;

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, fixed assets, construction in
progress, use of intangible assets with a finite useful life,
productive biological assets 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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2. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)
Impairment of long-term assets (Continued)

When the Company performs impairment test on goodwill,
the Company shall, as of the purchase day, allocate on a
reasonable basis the carrying value of the goodwill formed by
merger of enterprises to the relevant asset groups, or if there
is a difficulty in allocation, to allocate it to the set of asset
groups. The related asset groups or the set of asset groups
refers to these ones that can benefit from the synergies of a
business combination.

For the purpose of impairment test on the relevant asset
groups or the set of asset groups containing goodwill, if
any evidence shows that the impairment of asset groups
or set of asset groups related to goodwill is possible, an
impairment test will be made firstly on the asset groups or
set of asset groups not containing goodwill, thus calculating
the recoverable amount and comparing it with the relevant
carrying value so as to recognize the corresponding
impairment loss. Then, the Company will conduct impairment
tests on the asset groups or set of asset groups that
includes goodwill and compare its carrying value against
its recoverable amount. If the recoverable amount is lower
than its carrying value, the amount of impairment loss is first
offset against the carrying value of the goodwill allocated to
the asset groups or set of asset groups, then, based on the
proportion of the carrying value of other assets in the asset
groups or set of asset groups other than goodwill, offset
against the carrying value of other assets proportionally.

Once the above asset impairment loss is recognised, it will
not be reversed in subsequent accounting periods.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

GRS P B |REE

For the six months ended 30 June 2021 & %Z202146 A308 L7518 A

2. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)
Long-term deferred expenses

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

(1) Amortisation method

Long-term deferred expenses are amortised evenly over
the estimated benefit period.

(2) Amortisation Period

The period as agreed in the contract.

Contract liabilities
Accounting policy since 1 January 2020

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

Employee benefits

(1) Accounting treatment method of short-term
benefits

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

G S P BRI

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E A

2. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)

Employee benefits (Continued)

(1) Accounting treatment method of short-term

benefits (Continued)

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

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

(2) Accounting for post-employment benefits

Defined contribution scheme

The Company will pay basic pension insurance and
unemployment Insurance for the staff in accordance with
the relevant provisions of the local government. During
the accounting period when the staff provides service, the
Company will calculate the amount payable in accordance
with the local stipulated basis and proportions which will
be recognised as liabilities, and the liabilities would be
charged into current profit or loss or costs of relevant
assets. In addition, the Company participates in the
corporate annuity scheme/supplementary pension
insurance approved by the relevant state authorities. And
the Company makes annuity contributions in proportion
to its employees’ total salaries to the annuity scheme/
local social institutes. The payment would be charged into
current profit or loss or costs of relevant assets.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
GRS P B |REE

For the six months ended 30 June 2021 & %Z202146 A308 L7518 A

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

ACCOUNTING ESTIMATES (Continued)

BIFHM(E)

Employee benefits (Continued)

(2) BB EEF A E 5 EE T % ()

(2) Accounting for post-employment benefits

(Continued)

Defined benefit scheme

In respect of the defined benefit scheme, the Company
shall attribute the welfare obligations under the defined
benefit scheme in accordance with the estimated
accrued benefit method to the service period of relevant
employee, and record the obligation in profit or loss for
the current period or costs of related assets.

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

All defined benefit scheme obligations, including the
expected duty of payment within 12 months after the end
of annual reporting period during which the staff provided
service, are discounted based on the market yield of
government bonds matching the term and currency of
defined benefit scheme obligations or corporate bonds
of high quality in the active market on the balance sheet
date.

The service cost incurred by the defined benefit scheme
and the net interest of the net liabilities and net assets of
the defined benefit scheme would be charged to current
profit or loss or relevant costs of assets. The changes
arising from the remeasurement of the net liabilities or net
assets of the defined benefit scheme would be included
in other comprehensive income and are not reversed to
profit or loss in a subsequent accounting period; when
the previously defined benefit scheme is terminated,
such amount previously included in other comprehensive
income shall be transferred to undistributed profit.

When the defined benefit scheme is settled, the gain or
loss is recognised based on the difference between the
present value of obligations under the defined benefit
scheme and the settlement price at the balance sheet
date.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
G S P BRI

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E A

2. SIGNIFICANT ACCOUNTING POLICIES AND 2. EEETBRRREFEFE)

ACCOUNTING ESTIMATES (Continued)
Employee benefits (Continued)
(3) Accounting treatment of termination benefits

When the Company provides employees with termination
benefits, the staff remuneration liabilities arising from
termination benefits are recognised and recorded in
current profit or loss whichever of the following is earlier:
when the Company cannot unilaterally revoke such
termination benefits provided due to dissolution of labour
relationship plan or layoff proposal; when the Company
recognizes such cost or expenses associated with
the restructuring involving the payment of termination
benefits.

Estimated liabilities

The Company shall recognize it as the estimated liability,
when all of the following conditions related to contingencies
are satisfied:

such obligation is the present obligation of the Company;

the performance of such obligation is likely to lead to an
outflow of economic benefits of the Company;

the amount of such obligation can be reliably measured.

The estimated liabilities are initially measured at the best
estimate of expenditure required for the performance of
relevant present obligations.

The Company shall take into consideration the risks,
uncertainties, time value of money and other factors relating
to the contingencies in determining the best estimate. If the
time value of money is significant, the best estimates shall be
determined after discount of relevant future cash outflows.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

GRS P B |REE

For the six months ended 30 June 2021 & %Z202146 A308 L7518 A

2. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)
Estimated liabilities (Continued)

If there is a successive range of the required expenditure,
and the likelihood of occurrence of various results within the
range is the same, the best estimate is determined by the
intermediate value. In other cases, the best estimate are
handled as follows:

— Where the contingency is related to individual item, the
best estimate should be determined as the most likely
amount.

— Where the contingency is related to a number of items,
the best estimate should be calculated and determined
according to the various possible results and the relevant
probabilities.

When all or part of the expenditures necessary for the
settlement of an estimated liability is expected to be
compensated by a third party, the compensation should be
separately recognised as an asset only when it is virtually
certain that the compensation will be received. The amount
recognised for the compensation should not exceed the
carrying amount of estimated liabilities.

The Company reviews the carrying amount of estimated
liabilities on balance sheet date. If there is clear evidence
that the carrying amount does not reflect the current best
estimate, the carrying amount is adjusted to the best estimate.

Share-based payments

The share-based payments of the Company are transactions
that grant equity instruments or assume equity-instrument
based liabilities for receiving services rendered by employees
or other parties. The share-based payments of the Company
include equity-settled share-based payments or cash-settled
share-based payments.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
G S P BRI

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

2. EEETERERER MG (E)

B3 %44 (48)

Share-based payments (Continued)

(1) Equity-settled share-based payments and (1) AEBZENRGZ IR ERTA

equity instruments

Equity-settled share-based payments made in exchange
for services rendered by employees are measured at the
fair value of equity instruments granted to employees.
If the equity instruments granted to employees vest
immediately, the fair value of the equity instruments
granted is, on grant date, recognised as relevant cost
or expenses with a corresponding increase in capital
reserve. If the equity instruments granted to employees
do not vest until the completion of services for a
vesting period, or until the achievement of a specified
performance condition, the Company, at each balance
sheet date during the vesting period, makes the best
estimation according to the number of equity instruments
expected to vest. The Company recognises the services
received for the current period as related costs or
expenses, with a corresponding increase in capital
reserve, at an amount equal to the fair value of the equity
instruments at the grant date.

If the terms of the equity-settled share-based payment
are amended, the Company shall recognize the services
received at least based on the situation before the
amendment was made. In addition, any amendment
resulting in the increase of the fair value of the equity
instrument granted or changes that are beneficial to the
staff on the amendment date, will be recognised as an
increase in the service received.

During the vesting period, where the granted equity
instrument is cancelled, the Company shall accelerate the
exercise of rights thereunder, recognizing the outstanding
amount for the remainder of the vesting period in current
profit or loss, while recognizing capital reserve. However,
if new equity instruments are vested and they are
verified at the vesting date of new equity instrument as
alternatives vested to cancelled equity instruments, the
treatment on the new equity instrument is in conformity
with the modified treatment on disposal of equity
instrument with the same terms and conditions.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
GRS P B |REE

For the six months ended 30 June 2021 & %Z202146 A308 L7518 A

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

ACCOUNTING ESTIMATES (Continued)
Share-based payments (Continued) B3 243 (&)

(2) Cash-settled share-based payments and ) UBR2HEWRGZTRERD T A

equity instrument

A cash-settled share-based payment shall be measured
in accordance with the fair value of liability calculated
and confirmed based on the shares or other equity
instruments undertaken by the Group. If the equity
instruments granted to employees vest immediately, the
fair value of the liability undertaken by the Company
shall, on the date of the grant, be included in the
relevant costs or expenses, and the liabilities shall be
increased accordingly. If the equity instruments granted
to employees do not vest until the completion of services
for a vesting period, or until the specified performance
conditions are met, at each balance sheet date during the
vesting period, the services obtained in the current period
shall, based on the best estimate of the information
about the exercisable right, be included in the relevant
costs or expenses and the corresponding liabilities at
the fair value of the liability undertaken by the Company.
For each of the balance sheet date and settlement date
before the settlement of the relevant liabilities, fair value
of the liabilities will be remeasured and the changes will
be included in the profit or loss for the current period.

Revenue

(1) Accounting policies for revenue recognition

and measurement

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

If a contract contains two or more performance
obligations, at the commencement of the contract,
the Company allocates the transaction price into each
individual performance obligation according to the relative
proportion of each individual selling price of goods or
services committed by individual performance obligation,
and measures the revenue according to the transaction
price allocated to each individual performance obligation.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

G S P BRI

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E A

2. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)

Revenue (Continued)

(1) Accounting policies for revenue recognition

and measurement (Continued)

The transaction price is the amount of consideration to
which the Company expects to be entitled in exchange for
transferring promised goods or services to a customer,
excluding amounts collected on behalf of third parties
and those expected to be refunded to the customer.
The Company considers the terms of the contract and
its customary business practices to determine the
transaction price. When determining the transaction
price, the Company considers the effects of variable
consideration, the existence of a significant financing
component in the contract, non-cash consideration and
consideration payable to a customer. The Company
determines the transaction price that includes variable
considerations based on the amount not exceeding the
revenue accumulatively recognised which is not likely to
be significantly reversed when the relevant uncertainty
disappears. Where there are significant financing
elements in the contract, the Company recognises the
transaction price at an amount that reflects the price that
a customer would have paid for the promised goods or
services if the customer had paid cash for those goods or
services when (or as) they transfer to the customer. The
difference between the transaction price and the amount
of contract consideration is amortised using an effective
interest method over the contract term.

When one of the following conditions is satisfied, the
Company is considered to have fulfilled an obligation
within a certain period of time. Otherwise, the Company
is considered to have fulfilled an obligation at a certain
point in time:

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

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

GRS P B |REE

For the six months ended 30 June 2021 & %Z202146 A308 L7518 A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Revenue (Continued)

(1) Accounting policies for revenue recognition

and measurement (Continued)

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

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

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

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

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

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

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E A

2. SIGNIFICANT ACCOUNTING POLICIES AND 2. EEETBRRREFEFE)

ACCOUNTING ESTIMATES (Continued)
Revenue (Continued)

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

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

— The customer has accepted the goods or services.

Contract costs

Contract costs comprise contract performance costs and
contract acquisition costs.

The costs incurred by the Company for the performance
of the contract which does not fall under the scope of the
standards relating to inventories, fixed assets and intangible
assets are recognised as an asset as contract performance
costs when the following conditions are met:

— This cost is directly related to a current or expected
contract.

— This cost increases the resources of the Company to
fulfill its performance obligations in the future.

— The cost is expected to be recovered.

If the incremental cost incurred by the Company in obtaining
the contract can be expected to be recovered, the contract
acquisition cost shall be recognised as an asset.

Assets related to the cost of the contract are amortised on
the same basis as the revenue recognition of the goods or
services related to the asset; however, if the amortisation
period of the contract acquisition cost is less than one year,
the Company will include it into the current profit or loss when
it incurs.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

GRS P B |REE

For the six months ended 30 June 2021 & %Z202146 A308 L7518 A

2. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)
Contract costs (Continued)

For assets related to contract costs whose carrying amount
is higher than the difference between the following two items,
the Company will make provision for impairment for the
excess and recognize it as asset impairment loss:

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

The cost expected to be incurred for the transfer of the
relevant goods or services.

If the above-mentioned excess is higher than the book
value of such assets as a result of any subsequent change
of impairment factors in the previous period, the provision
for impairment of assets previously made shall be reversed
and included in profit or loss for the period as incurred to
the extent the book value of the reversed asset shall not
exceed the book value of the asset on the date of the reverse
assuming no provision for impairment is made.

Government grants

(1) Types

Government grants are monetary assets and non-
monetary assets obtained by the Company from the
government for free, and are divided into government
grants related to assets and government grants related to
revenue.

Government grants related to assets are those obtained
by the Company for the purposes of acquisition,
construction or other project that forms a long-term
asset. Government grants related to revenue refer to the
government grants other than those related to assets.

The specific criteria for classifying government grants as
asset-related are: government documents specify that the
grants are for long-term assets acquired, purchased or
otherwise formed by the enterprise.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
G S P BRI

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Government grants (Continued)

(1) Types (Continued)

(2)

The specific criteria for classifying government grants as
revenue-related are: government documents specify that
the grants are for expenses or losses.

If government documents do not specify the target of
the subsidy and it is difficult to distinguish them, the
Company classifies government grants as a whole as
revenue-related government grants and includes them
in current profit or loss, or recognizes them as current
revenue in installments over the project period, depending
on the circumstances.

Timing for recognition
Government grants are recognised when the Company

can comply with the conditions attached to it and when it
can be received.

(3) Accounting treatment

Asset-related government grants shall be used to offset
the carrying amount of relevant asset or recognised as
deferred income. The amount recognised as deferred
income shall be recorded in current profit or loss by
installments in a reasonable and systematic way over the
useful life of the relevant assets (the government grants
related to the Company’s daily activities shall be included
in other income; and the government grants unrelated to
the Company’s daily activities shall be included in non-
operating income);

Government grants related to revenue that are used to
compensate relevant costs or losses of the Company in
subsequent periods are recognised as deferred income
and recorded in current profit or loss when such costs
and losses are recognised (government grants related to
the Company’s daily activities shall be included in other
income; government grants unrelated to the Company’s
daily activities shall be included in non-operating income)
or offset relevant costs or losses; and the grants used to
compensate relevant costs or losses that have incurred
by the Company are recorded directly in current profit or
loss (government grants related to the Company’s daily
activities shall be included in other income; government
grants unrelated to the Company’s daily activities shall be
included in non-operating income) or offset relevant costs
or losses.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

GRS P B |REE

For the six months ended 30 June 2021 & %Z202146 A308 L7518 A

2. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)

Deferred income tax assets and deferred income
tax liabilities

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

Deferred tax assets and deferred tax liabilities are recognised
based on the temporary differences between the tax bases
and the carrying amount of assets and liabilities.

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

Save for exceptions, deferred income tax liabilities shall be
recognised for the taxable temporary difference.

The exceptions for not recognition of deferred income tax
assets and liabilities include:

— the initial recognition of the goodwill;

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

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

ACCOUNTING ESTIMATES (Continued)

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

On the balance sheet date, deferred tax assets and deferred
tax liabilities are measured at the applicable tax rates during
the period when the relevant assets are expected to be
recovered or the relevant liabilities are expected to be settled
in accordance with the provisions of the tax law.

The carrying amount of a deferred tax asset is reviewed at
each balance sheet date, and is reduced to the extent that
it is no longer probable that the related tax benefits will
be utilised. Such reduction is reversed to the extent that
it becomes probable that sufficient taxable profits will be
available.

When the Group has a legally enforceable right to set-off and
intends either to settle on a net basis or to acquire the income
tax asset and settle the income tax liability simultaneously,
current income tax assets and current income tax liabilities
shall be presented as the net amount after offsetting.

At the balance sheet date, deferred tax assets and deferred
tax liabilities are offset if all of the following conditions are
met:

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

— When the deferred income tax assets and deferred
income tax liabilities are related to income tax to be
paid by the same entity liable to pay tax to the same tax
authority, or related to different entities liable to pay tax
but the relevant entities intend to settle on a net basis or
to acquire the income tax assets and settle the income
tax liabilities simultaneously in the future period in which
significant deferred income tax assets and liabilities
would be reversed.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
GRS P B |REE

For the six months ended 30 June 2021 & %Z202146 A308 L7518 A

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

ACCOUNTING ESTIMATES (Continued)
Hedge accounting

(1) Classification of hedging (1) EFRENSHE

— A fair value hedge is a hedge of the exposure to
changes in fair value of a recognised asset or liability
or an unrecognised firm commitment (except foreign
exchange risk).

— Cash flow hedges is a hedge of the exposure to
variability in cash flows that is either attributable to
a particular risk associated with a recognised asset
or liability or a highly probable forecast transaction,
or a foreign currency risk in an unrecognised firm
commitment.

— Hedge of a net investment in a foreign operation
is a hedge of the exposure to foreign exchange
risk associated with a net investment in a foreign
operation. Net investment in a foreign operation is
the share of interest in the net asset of the foreign
operation.

(2) Designation of the hedge relationship and

recognition of the effectiveness of hedging

At the inception of a hedge relationship, the Company
formally designates and documents the hedge
relationship to which the Company wishes to apply
hedge accounting, the risk management objective and its
strategy for undertaking the hedge. The documentation
includes identification of the nature and quantity of
the hedging instrument, the nature and quantity of the
hedged item, the nature of the risk being hedged, the
type of hedging and how the Company will assess the
hedging instrument’s effectiveness Hedging instrument’s
effectiveness means the degree of the change of
fair value and cash flow of the hedging instrument in
offsetting the exposure to changes in the hedged item’s
fair value or cash flows attributable to the hedged risk.

The hedge is assessed by the Company for effectiveness
on an ongoing basis and judged whether it meets the
requirements for the effectiveness of using hedge
accounting throughout the accounting periods for which
the hedging relationship was designated. Provided the
discontent of the requirements, the application of a hedge
shall be terminated.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
G S P BRI

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Hedge accounting (Continued)

(2) Designation of the hedge relationship and

(3)

recognition of the effectiveness of hedging
(Continued)

The application of hedge accounting shall meet the
requirements on the effectiveness of the hedge:

There is an economic relationship between the hedged
item and the hedging instrument.

The effect of credit risk does not dominate the value
changes that result from that economic relationship.

The appropriate hedge ratio will not cause the imbalance
of relative weight between the hedged item and the
hedging instrument, thus generating accounting results
inconsistent with the hedge accounting objectives. If the
hedge ratio is no longer inappropriate, but the hedge
risk management objectives do not change, the amount
of the hedged item and the hedging instrument shall
be adjusted, so that the hedge ratio can re-meet the
requirements on the effectiveness.

The criteria for hedge accounting

Fair value hedges

The change in the fair value of a hedging derivative is
recognised in the current profit or loss. The change in
the fair value of the hedged item attributable to the risk
hedged is recorded as a part of the carrying amount of
the hedged item and is also recognised in the current
profit or loss.

For fair value hedges relating to financial instruments
carried at amortised cost, the adjustment to carrying
value is amortised through the current profit or loss over
the remaining term to maturity. Any adjustment to the
carrying amount of a hedged financial instrument for
which the effective interest method is used is amortised
to the current profit or loss. Amortisation may begin as
soon as an adjustment exists and shall begin no later
than when the hedged item ceases to be adjusted for
changes in its fair value attributable to the risk being
hedged.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
GRS P B |REE

For the six months ended 30 June 2021 & %Z202146 A308 L7518 A

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

ACCOUNTING ESTIMATES (Continued)
Hedge accounting (Continued)

(3) The criteria for hedge accounting (Continued) (3) EAEFNEES L (E)

Fair value hedges (Continued)

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

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

Cash flow hedges

The effective portion of the gain or loss on the hedging
instrument is recognised directly as other comprehensive
income, while the ineffective portion is recognised
immediately in the current profit or loss.

Amounts taken to other comprehensive income are
transferred to the profit or loss when the hedged
transaction affects the current profit or loss, such as
when hedged financial income or financial expense
is recognised or when a forecast sale occurs. Where
the hedged item is the cost of a non-financial asset
or non-financial liability, the amounts taken to other
comprehensive income are transferred to the initial
carrying amount of the non-financial asset or non-
financial liability (or originally recognised in other
comprehensive income, and transferred in the same
period as the profit and loss is affected by the non-
financial assets and nonfinancial debts, the amounts shall
be included in the current profit or loss).
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

G S P BRI

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Hedge accounting (Continued)
(3) The criteria for hedge accounting (Continued)
Cash flow hedges (Continued)

If the forecast transaction or firm commitment is no longer
expected to occur, the amounts previously recognised
in other comprehensive income are transferred to the
current profit or loss. If the hedging instrument expires or
is sold, terminated or exercised without replacement or
rollover, or if its designation as a hedge is revoked, the
amounts previously recognised in other comprehensive
income remain in there until the forecast transaction or
firm commitment affects the current profit or loss.

Hedges of a net investment in a foreign operation

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

Lease

A lease is a contract that conveys the right to use an asset for
a period of time in exchange for consideration. At inception
of a contract, the Company assesses whether a contract
is, or contains, a lease. A contract is, or contains, a lease
if the contract conveys the right to control the use of one or
more identified asset(s) for a period of time in exchange for
consideration.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

GRS P B |REE

For the six months ended 30 June 2021 & %Z202146 A308 L7518 A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Lease (Continued)

For a contract that contains multiple separate lease, the
Company separates and accounts for each lease component
as a lease separately. For a contract that contains lease and
non-lease components, the lessee and lessor separates the
lease and non-lease components.

(1) The Company as a lessee
Right-of-use assets

At the commencement date of lease term, the Company
recognizes right-of-use assets for leases (excluding
short-term leases and leases of low-value assets). Right-
of-use assets are measured initially at cost. Such cost
comprises:

The amount of the initial measurement of lease liability;

Lease payments made at or before the inception of the
lease less any lease incentives already received (if there
is a lease incentive);

Initial direct costs incurred by the Company;

The costs of the Company expected to be incurred for
dismantling and removing the leased asset, restoring the
site on which the leased asset is located or restoring it to
the condition as agreed in the terms of the lease, except
those incurred for the production of inventories.

The Company subsequently depreciates right-of-
use assets using the straight-line method. If there is
reasonable certainty that the Company will obtain the
ownership of a leased asset at the end of the lease term,
the Company depreciates the right-of-use asset from the
commencement date to the end of the useful life of the
underlying asset; otherwise, the Company depreciates
the leased asset from the commencement date to the
earlier of the end of the useful life of the right-of-use
asset or the end of the lease term.

The Company determines whether the right-of-use assets
have been impaired in accordance with the principles
described in the note “lll. (XIX) Impairment of long-term
assets” and conducts accounting treatment for impairment
loss identified.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
G S P BRI

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

2. EEETERERER MG (E)

Lease (Continued) HE(E)

(1) ZAFEBRBA ()

(1) The Company as a lessee (Continued)

Lease liabilities

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

Fixed payments (including in-substance fixed payments),
less any lease incentives (if there is a lease incentive);

Variable lease payment that are based on an index or a
rate;

Amounts expected to be payable under the guaranteed
residual value provided by the Company;

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

Payments of penalties for terminating the lease option,
if the lease term reflects that the Company will exercise
that option.

The Company adopts the interest rate implicit in the lease
as the discount rate. If that rate cannot be determined
reasonably, the Company’s incremental borrowing rate is
used.

The Company shall calculate the interest expenses of
lease liabilities over the lease term at the fixed periodic
interest rate, and include it into profit or loss in the period
or cost of relevant assets.

Variable lease payments not included in the measurement
of lease liabilities are charged to profit or loss in the
period or cost of relevant assets in which they actually
arise.

After the commencement date of lease term, if the
following circumstances occur, the Company re-measures
the lease liability and adjusts the carrying value of the
right-of-use asset accordingly. If the carrying value of the
right-of-use asset has been reduced to zero, the lease
liability still needs to be further reduced. The Company
accounts for the difference in the current profit or loss:

SHANDONG FENGXIANG CO., LTD. WWRBE#RBERALF

HEERE

EHERMAKE  AREHEKREHEEM
BREEEEHENINEEEREERE -
HEEERRAAXNNWEENRENIE
BETNHRFTE HENRERE:

BEMNRB(BEELEBRENKE)  FEM
ERBN HREERBHAEASE:

HUR T4 83k b Ry ] & 70 & 9 5088

1R I& A AR M #0 2 0R 88 (B 8 5 B ST B K
15 ;

BEEERNTHEER FREQARE
BEAMITEZEERE:

TERKEHERERFTNNRE A1
EHEHRBRERASITERKILIHAERE
T o

ARARBUENSHNEFEANRE (8
MRFELBRTEENSFE - A
BARRNME BRI EEAIRE -

AAREREEMNBHUENXFEHRESR
BEEREHAZHENNBEER LA
EHRSHMEEERLN -

AMAMERBHENTEHENRNE
EREARAACHBEERNEREEEKSE -

EHEHMAKBE  BETIBEEN AR
REMFEHEAR UYHBHEHENER
REE FERAREENREEEC AR
ET - AHERGNRE-—FTRARN K
EBRAEHERS:



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Lease (Continued)

(1) The Company as a lessee (Continued)

GRS P B |REE

For the six months ended 30 June 2021 & %Z202146 A308 L7518 A

2. EEETTRERER MG (E)

HEE)

(1) KAFESRBA ()

Lease liabilities (Continued)

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

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

Short-term leases and leases of low-value assets

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

BLENS

B ISR M A

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

Lease (Continued)

(1) The Company as a lessee (Continued)

(2)

Lease change

The Company will account for the lease change as
a separate lease if the lease changes and meets the
following conditions:

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

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

If the lease change is not accounted for as a separate
lease, the Company shall re-allocate the consideration
of a changed contract, re-determine the lease term,
and remeasure the lease liabilities by the present value
calculated from the changed lease payments a revised
discount rate on the effective date of the lease change.

If the lease change results in a narrower lease or a
shorter lease term, the Company reduces the carrying
value of the right-of-use asset accordingly, and
recognises the related gains or losses that partially
terminate or completely terminate the leases into the
current profit and loss. For other lease change that cause
the lease liabilities to be remeasured, the Company
adjusts the carrying value of the right-of-use assets
accordingly.

The Company as a lessor

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

For the six months ended 30 June 2021 & %Z202146 A308 L7518 A

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

ACCOUNTING ESTIMATES (Continued)
Lease (Continued)

(2) The Company as a lessor (Continued) (2) ZREJEBHBA(E)

Accounting treatment of operating leases

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

Accounting treatment of financing leases

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

The Company calculates and recognizes interest income
in each period during the lease term, based on a constant
periodic interest rate. The derecognition and impairment
of financing lease receivable are accounted for in
accordance with the Note “lll. (X) Financial instruments”.

Variable lease payments not included in the measurement
of the net investment in the lease are included in profit or
loss in the period in which they are occurred. Accounting
treatment of lease changes when a financial lease is
changed and the following conditions are simultaneously
met, the Company accounts for the lease change as a
separate lease:
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REAR £HEHNARKREES K AR
RERMERIBAAZTHES - RFTA
HERFENTEEAENKEEEREL
KA AEMBD KEHERLEBEN -
AREEELERBAEREFER —EFHE
ETetRE HEFHEAERMANEK
FEPWBAERRER ST HAEN K HE -

#EME &t

EHERSBE AARYBEHERRE
WREREN  YRIERREHEEE -
AARHEWRER ST ETINIRER -
HEHEREFEESEBUBREBREZRHA
REE HEREFEARERKENA
EHRARARARRIMEERKERRA
BERENEFBENREZM -

ARAEREETHNRAENERAFELRER
HEAASEPHEOFBRA - ElaE
FE TR IR EZBAMEI= (1)
SR THE|ETEERE -

AMAEEREFRFIENATEHEENK
REERBARGAZEHESE BMEMAE
BABTERBTATIRGEN  AQEHK
ZERIER - BEEEEETIERE:
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
G S P BRI

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

2. EEETERERER MG (E)

Lease (Continued) HE(E)

(2) The Company as a lessor (Continued) (2) ZREJEBHBA(E)

Accounting treatment of financing leases
(Continued)

The change expands the scope of lease by adding the
right to use one or more leased assets;

The consideration and the separate price of the expanded
scope of lease are equivalent to the amount adjusted
according to the contract.

Where a change in a financial lease is not accounted for
as a separate lease, the Company deals with the lease
after the change according to the following situation:

In case where the lease would have been classified as
an operating lease assuming the modification became
effective at the commencement date of the lease,
the Company accounts for it as a new lease from the
effective date of the modification and the net investment
in the lease prior to the effective date of the modification
is taken as the carrying amount of the leased assets;

In case where the lease would have been classified
as a finance lease assuming the modification became
effective at the commencement date of the lease, the
Company conducts accounting treatment in accordance
with the policy regarding the modification or renegotiation

The Company determines whether the asset transfer
in the sale and leaseback transaction is a sale in
accordance with principles described in notes “lll. (XXV)
Revenue”.

SHANDONG FENGXIANG CO., LTD. WWREBE¥RBERAF

BEME &if ()
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
GRS P B |REE

For the six months ended 30 June 2021 & %Z202146 A308 L7518 A

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

ACCOUNTING ESTIMATES (Continued)
Lease (Continued) HE(E)
(3) Sale and leaseback transactions (Continued) (3) EABEIXZ (&)

(1) As a lessee

(1) EREHEA

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

(2) As a lessor

If the transfer of assets in the sale and leaseback
transaction is a sale, the Company, as a lessor,
accounts for asset purchase, and accounts for
asset lease in accordance with policies in the
aforementioned “2. The Company as a lessor”; if
the transfer of assets in the sale and leaseback
transaction is not a sale, the Company, as a lessor,
does not recognize the transferred assets, but
recognizes a financial asset equal to the transfer
income. For details of accounting treatment for
financial assets, please see Note “lll. (X) Financial
instruments”.

)

ERMRRSTNEEERBNHEN
REERABAREREEREEETD
HEmMESNEREABANIEY - &
EERMERMEKNEREEE  LiE
PREEELAANENERAENS
FERX ERBOXSGTPNEEERT
BREEN  RAERABARER
REEREE AKER -HEEE
WASHENERAE SRABNSE
BRIBHFAANZE= - (HERIA]-

1E 75 4 A

ERMERRGTMEEE RBNIEEN
ARAEREHEAHEEBRE LTSS
BRI WRERM2 - ARREAEHA
AKMBREEELBET S ERE:
ERHAERGTFMNEEE ETENRHE
B REEAERATHEREEELE
EmR—EEE RN ASTENCREE -
CREENETREFRAWZEI=Z (1)
SR T A
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
G S P BRI

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E A

2. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (Continued)

2. EEETERERER MG (E)

EZEMBRNESTAANEE

Changes in significant accounting policies and
estimates

(1) Changes in significant accounting policies (1) EEZEHEEE

Implementation of Interpretation of Accounting
Standards for Business Enterprises No. 14

On 2 February 2021, the Ministry of Finance issued
Interpretation of Accounting Standards for Business
Enterprises No. 14 (Cai Kuai [2021] No.1, the
“Interpretation No. 14”), which effect on the date of
its issuance. The new relevant business from 1 January
2021 to the effective date were adjusted in accordance
with Interpretation No. 14.

Public-Private Partnership (PPP) Project Contract

The Interpretation No. 14 applies to the PPP project
contract that meets both “double features” and “double
control” requirements. Retroactive adjustments shall
be made to the relevant PPP project contracts that
commenced before 31 December 2020 and have not been
completed by the implementation date. If the retroactive
adjustment is not practicable, it shall be applied from the
beginning of the earliest period for which the retroactive
adjustment is practicable, and the cumulative effect shall
be adjusted to the retained earnings and other relevant
items in the financial statements at the beginning of the
year of the implementation date, without adjusting the
information for the comparable period. This requirement
has no impact on the Company.

Interest rate benchmark reform

The Interpretation No. 14 provides simplified accounting
for changes in the basis for determining cash flows
related to financial instrument contracts and lease
contracts as a result of the interest rate benchmark
reform.

SHANDONG FENGXIANG CO., LTD. WWREBE¥RBERAF
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ZHTEEHRRAELE -

HEF|EHE

BMEFSURHELERN XN ETEHEHMTA
ERMEEARMERRESRENEEEM
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
GRS P B |REE

For the six months ended 30 June 2021 & %Z202146 A308 L7518 A

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

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

(1) Changes in significant accounting policies (1) EZEEBHREE(E)

(Continued)

Interest rate benchmark reform (Continued)

According to the requirements, relevant businesses
related to the interest rate benchmark reform before 31
December 2020 shall be adjusted retrospectively, except
where retrospective adjustment is not practicable, without
adjusting the comparative financial statement data in
the previous period. At the implementation date of the
interpretation, the difference between the original and
new carrying amounts of financial assets and financial
liabilities is included in opening retained earnings or
other comprehensive income for the reporting period
of the year in which the interpretation is effective. The
implementation of the interpretation did not have a
material impact on the Company’s financial position and
results of operations.

Implementation of the Notice on Adjustment of
Regulations on Accounting Treatment of Rental
Concessions Related to the COVID-19 Pandemic

On 19 June 2020, the Ministry of Finance issued
Regulations on Accounting Treatment of Rental
Concessions Related to the COVID-19 Pandemic (Cai
Kuai [2020] No.10), which enables enterprises to choose
to adopt a simplified method for accounting treatment of
rent concessions, such as rent remission and deferred
payment, which are directly caused by the COVID-19
Pandemic.

BEFEKE (&)

R IR 5% #F B 09 R E © 2020912 5318 A #
EMEENEUFHARY  BEETE
BAE EPHBEADEAITHRI - E
FREBAMLEMBHRREE EXRE
BITH RMEE =RMEABFREEE
EREFEEOEBEECHENEZE  FARRE
BITEAMESFERSHBOBNET K
FEMEANE ATZRERYARA
MBEMRAMELRRELEBERZE -

B 7T R 55 B (B n K % I8 16 B 1
& B & B AT R FE A E ) B L[] Y 38 A1)

B IR B 72202046 5198 2 #h T B I &
EEHBESRESTERERA SN g
[20201105%) + ¥ 7 i & 6 14 &9 83 37 7 Ab &
REEESENEeRE  THIHES
ZHERmE DEANRERABLAE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

G S P BRI

For the six months ended 30 June 2021 #Z%2021F6 4308 -/51E A

2. SIGNIFICANT ACCOUNTING POLICIES AND

ACCOUNTING ESTIMATES (Continued)

Changes in significant accounting policies and

estimates (Continued)

(1) Changes in significant accounting policies

(Continued)

Implementation of the Notice on Adjustment of
Regulations on Accounting Treatment of Rental
Concessions Related to the COVID-19 Pandemic
(Continued)

On 26 May 2021, the Ministry of Finance issued the
Notice on Adjusting the Scope of Regulations on
Accounting Treatment of Rental Concessions Related
to the COVID-19 Pandemic (Cai Kuai [2021] No.9) with
effect from 26 May 2021, which adjusted the scope of
relevant rental concessions related to the COVID-19
pandemic that allowed using a simplified method for
accounting treatment as stipulated in the Regulations on
Accounting Treatment of Rental Concessions Related to
the COVID-19 Pandemic from “the concessions are only
for lease payments payable before 30 June 2021” to “the
concessions are only for lease payments payable before
30 June 2022” with other applicable conditions remain
unchanged.

The Company has elected to adopt the simplified method
for accounting treatment for all eligible lease contracts
before the scope adjustment, and has adopted the
simplified method for accounting treatment for all eligible
similar lease contracts after the scope adjustment (Note:
if not adopted for all contracts, the nature of the lease
contracts that have been treated using the simplified
accounting treatment shall also be disclosed; however,
the selection of the simplified accounting treatment shall
be consistently applied to similar lease contracts that
meet the conditions before and after the adjustment of
the scope of application of the Regulations on Accounting
Treatment of Rental Concessions Related to the
COVID-19 Pandemic). Relevant lease contracts that have
been accounted for using lease modifications prior to the
issuance of the notice shall be retroactively adjusted, but
not the comparative financial statement data of the prior
period. Adjustments shall be made in accordance with the
notice for relevant rental concessions occurred between
1 January 2021 and the effective date of the notice that
were not accounted for in accordance with the notice.

SHANDONG FENGXIANG CO., LTD. WWRBE#RBERALF

2. EEETERERER MG (E)

EZEMBRANESFAAANEEGE)

(1) EZESHBERE(H)

B 77 (B R B (3 i K R 1 4 BF
TR GE AT R FE A T ) B A D B A 38 A1)
(é%f)

B ER R R 202145 A 26 B 245 7 (BRI AR (G
EhAZBHRERSRESTREERE)E
A& B A B A0 (B € [2021]95%) @ B20214F
5H26H #8517 + A5 <HTE B K & 1548 B AR
CREBSHTEERAEIATHEABLLE AR
EMARIBHEBESHENERESEERR
{2 T 4202156 A30 8 A &Y fE {4 & [ 3
BT AR EE 2 £2022F6 A30H AT AY
ERNEENKE] HtERKGETE -

ARAHERGERAEANNTEEENEE
SREEHEERABCAERETEEE -
HERGBERAERFAKHENEUEES
th B2 MHEAB T EETETEE (RN
METRE2HHEA - BEEBEEHBGLA
FEREMEESRMNESE  BEERELA
EREEEE —SERRCGhE A Z BB
B SR ES T EIERE)E A EHZA
BREGKENELUEESR) W BME
HAaERAHES T AT EENERS
HEGRETEVAE BEFAFEF B
B S ®E ST H2021F1A1BE % B A
MITEZHEAENRIZBZBAREET
CHEEMNEBEESRZE BEZBANE
ITHE -



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

GRS P B |REE

For the six months ended 30 June 2021 #%202146 A30H (E/~ & A

3. REVENUE AND SEGMENT INFORMATION

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

(1) Production and sale of processed chicken meat
products

(2) Production and sale of raw chicken meat products
(3) Production and sale of chicken breeds

(4) Others comprising sale of by-products, packing
materials and miscellaneous products

Management monitors the results of the Group’s
operating segments separately for the purpose of
making decisions about resources allocation and
performance assessment.

Segment assets and liabilities are not disclosed
in the unaudited condensed consolidated financial
statements as they are not regularly provided to the
management for the purposes of resource allocation
and performance assessment.

3. WKARZHEH

AEBHNEFPANBARERERENK
—REHER - RERENMS A5 H
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

G S P BRI

For the six months ended 30 June 2021 £ =202146 A30H 1-7~18 A

3. REVENUE AND SEGMENT INFORMATION

(Continued)

Operating revenue/operating costs

3. AR HER(E)

BB EERK

Six months ended 30 June

B ZEZ6H30BHLL<EA
2021 2020
20215 20204
(As restated)
(& &E i)
RMB’000 RMB’000

AR TR AREET T

(Unaudited) (Unaudited)

(REEER) (REFEZ)
Operating Operating Operating Operating
revenue costs revenue costs
EERA R PN BERA
Main business FEEK 1,947,979 1,734,668 1,864,925 1,489,780
Other businesses Hh ¥R 21,466 10,094 37,834 28,840
Total &5 1,969,445 1,744,762 1,902,759 1,518,620

Revenue by products RERE KA
Six months ended 30 June
B Z6H30BHLLAEA

2021 2020
20214 20204
(As restated)
(g2 & i)
RMB’000 RMB’000
AR T AR T T
(Unaudited) (Unaudited)
(REER) (REFEZ)
Processed chicken meat products RN T AR S 1,046,836 822,036
Raw chicken meat products EHANE S 810,978 963,549
Chicken breeds #HE 42,769 60,313
Others Hb 68,862 56,861
Total =il 1,969,445 1,902,759
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
GRS P B |REE

For the six months ended 30 June 2021 & %=202146 4308 L7~ & A

3. REVENUE AND SEGMENT INFORMATION 3. WARDEHER (B)
(Continued)
Geographic information i & & #
Revenue from external customers IEEFE WA

Six months ended 30 June

HZ=6H30H 1L ~EA

2021 2020
20215 20204
(As restated)
(4 & )
RMB’000 RMB’000
AREB T ARBT T
(Unaudited) (Unaudited)
(REE®) (REFEZ)
Mainland China M B A 3 1,596,320 1,452,074
Japan H 7 149,204 205,940
Malaysia S i) 101,875 98,043
Europe R 86,309 109,516
Other countries or regions B B 3R 2k it [ 35,737 37,186
Total B & 1,969,445 1,902,759

The revenue information above is based on the location LW ABERTDEEERMELE D

of the customers.

4. FINANCE COSTS 4. B ER
Six months ended 30 June
B Z6H30H 1L ~EA

2021 2020
20215 20204
(As restated)
(&)
RMB’000 RMB’000
AR® T AR T T
(Unaudited) (Unaudited)
(REER) (REFEZ)
Interest expenses MEEH 30,180 38,574
Including: Interest expenses on lease liabilities /1 : F & & & F| & & A 7,283 5,966
Less: (Interest income) e (FLEHA) (17,035) (4,906)
Exchange (gains) PE 5, I &= (448) (5,100)
Fees for financial institutions CREEFES 700 832
Total = 13,397 29,400
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
G S P BRI

For the six months ended 30 June 2021 #(Z=202146 430H -/~ @ A

5. OTHER GAINS 5. Hfibg &=
Six months ended 30 June
B Z6H30H L <fEA
2021 2020
20214 20204
(As restated)
C=319)
RMB’000 RMB’000
AR T AR®ET T
(Unaudited) (Unaudited)
(REE&) (REFEZ)
Government grants (Note) XIS #6 Bh (47 32 ) 3,231 1,582
Total & & 3,231 1,582
Note: Government grants include various subsidies received by the et BISHBBEASEEBH BT H#E BRI E
Group from relevant government bodies in connection with TRAEEBEBNE TH B AN S EHE
certain financial subsidies to support the Group’s businesses. AL - EBEHZERB O REK KKK
There are no unfulfilled conditions or contingencies relating to REIR -

these grants.

6. INVESTMENT INCOME 6. REW=
Six months ended 30 June
B Z6H30BHLL<EA
Items HH 2021 2020
20215 20204
(As restated)
(£ & )
RMB’000 RMB’000
AR®T R AR®ET T
(Unaudited) (Unaudited)
(REER) (REFEZR)
Gain from long-term equity investments EanERENRARERE
accounted for using the equity method W 2= (738) —
Investment income from disposal of EERIREREEEN
long-term equity investment & W = 21,048 —
Investment income on transactional RPpEeHEERFTE M
financial assets during the holding period 7 1% B W = (2) (1)
Total = 20,308 (1
Note: ~ @ The Company holds 49% equity interests of Yanggu Bit: ORRABABECEXGREREVREER
Xiangyu Biological Technology Co., Ltd., an associated 49% K AF1-6 A RiEREZEREZEER
enterprise. From January to June this year, investment # 5 18738F Jr : @ A FI2021F5A28H 17 &
income loss of RMB738,000 was recognised in accordance EREEVAEBRRRMERER A A90% K
with the equity method; @the Company agreed to transfer - EEKREWRE21,048F T ©

its 90% equity interests in Xingwen Tianyang Jishi Food
Development Co., Ltd* (EX XREBRRBERBR A
A]) on 28 May 2021. The investment income amounted to
RMB21,048,000.
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7.

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

GRS P B |REE

For the six months ended 30 June 2021 #%202146 A30H (E/~ & A

INCOME TAX (EXPENSES)/CREDIT

7. FBH(EAX)ER

Six months ended 30 June

HZ6H308 1L <18 A
2021 2020
202145 20204F
(As restated)
(&)
RMB’000 RMB’000
ARBT R AR T T
(Unaudited) (Unaudited)
(REE®) (CREER)

Current tax — Mainland China B EA R I8 — B A

(Charge)/credit for the period HA(EBR), e (230) 940
Deferred tax IEE R 18 (1,228) —
Total &t (1,458) 940

Under the Law of the People’s Republic of China
on Enterprise Income Tax (the “EIT Law”) and the
Implementation Regulation of the EIT Law, the tax
rate of the PRC subsidiaries is 25% for the six months
ended 30 June 2021 (2020: 25%) except for the
followings:

(i) According to the Implementation Regulation of the
EIT Law and the exemptions regulation set out in
the Circular of the Ministry of Finance and the State
Administration on Releasing the Primary Processing
Ranges of Agricultural Products Entitled to
Preferential Policies on Enterprise Income Tax (Trial
Implementation) (Cai Shui [2008] No. 149), and the
requirements of Article 86 of the Implementation
Regulation of the EIT Law, the income from certain
subsidiaries in Mainland China engaging in primary
processing for agricultural products is exempted
from EIT during the period.

(ii) Pursuant to related regulations in respect of the
Implementation Regulation of the EIT Law, the
income from the Company engaging in projects of
animal-husbandry and poultry feeding is exempted
from EIT during the period.

BE(RFEARLMBECERESHR A(KE
EFMBHE)) RABEMBRIEZEHIZG) -
HZE2021F6A308 L@ A - FEKEBER
B HY # & 225% (20204 : 25%) @ AT &
I8 {51 4 -

(i) MBSEEMGHEEBIGOD R E
B BEXHEBEREAREMEZZL DX
BT 13 7 8 R B 19 2 E p #7100 T %0 [E
(3 77) £9 28 1) (BF 7 [2008]1495% ) XX 14
FRBE TN R ERBREE HEE
BI)E86IEMME - HHAFRE A E T
MBARIKREREMVMIAAME KA
REEERFH -

(i) RECEXFAF/RZEREPIDIERER
EHARRRREERRRBAER
B MARBERAER -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

G S P BRI

For the six months ended 30 June 2021 #(Z=202146 430H -/~ @ A

8. DIVIDENDS

A first final dividend of RMBO0.03 per ordinary share,
amounting to RMB42,000,000 for the year ended 31
December 2020 was approved at the 2020 AGM held
on 28 May 2021. Such dividends were already paid.

Save as disclosed above, no dividend was paid,
declared or proposed to owners of the parent for the six
months ended 30 June 2021 (2020: Nil), nor has any
dividend been paid, declared or proposed since the end
of the Reporting Period.

EARNINGS PER SHARE

The basic earnings/(loss) per share for the six months
ended 30 June 2020 and 2021 are calculated based
on the profit/(loss) attributable to the owners of the
Company during the period of RMB161.4 million and
RMB(46.7) million (unaudited), respectively, and the
weighted average number of ordinary shares, with the
earnings (loss) per share of RMBO0.15 and RMB(0.03).

The Company did not have any potential dilutive shares
throughout the period. Accordingly, the diluted earnings
per share are the same as the basic earnings per
share.

10. TRADE RECEIVABLES

Ik B

72021452818 A [ #120204F % & & F X
€ +#t £2020F12 8318 It FE & X K 5
REERIEAEBRARKIIT €8 A A
R #42,000,0007T * ZB EERETE -

R EXFTHRBEEIN - NAFE E2021F6 A
R IEANBEAYERTG ARG HERE AR
Tk ok 12 R IR B (20204F : &) - M B
HRERARETNERNS  ERIEZRSE
i 8 o

BRI

#H £2020F K& 2021F6H308 1L <@ A -
REXRF,(EE)TDRERANARF %
BEARGERBE (&) 55 R ARK161.4
BETRARBM@ANEET(REER) R
BB MEFOHAE - Shiis(BR)
"R AR¥0.155T & (0.03)7T °

REERAEA  ARE YL EEFEEEE
Befn - At SREERMNESHRELRR
FAEE °

10. FE I fR =X

As at As at

30 June 31 December

2021 2020

R2021%F 120204

6A30H 12 H31H

(As restated)

(&)

RMB’000 RMB’000

AR®T R ARBT T

(Unaudited) (Audited)

(REEZ) (&%)

Trade receivables J& W BR X 188,577 203,314
Less: loss allowance B BB 9,429 10,742
Total &5t 179,148 192,572
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

GRS P B |REE

For the six months ended 30 June 2021 #%202146 A30H (E/~ & A

10. TRADE RECEIVABLES (Continued)

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

An aged analysis of the balance of trade receivables
based on the invoice date and net of provision is as
follows:

10. & W AR K (48)

AEEREFPNEZBRINRELRRER
T EEH—KRABI0E60H - KAERE K
BHARWE KRR BERES - B
BHESASREEEEHEN - FPH
EERRRBEFPHNOMETER - AE
Y ERXSERTAEFNERmAEAM
ERIEAR - BUBRRIETEE -

BREZEHES /RIS (R BHE)
BRRER DATIAT

As at As at

30 June 31 December

2021 2020

R2021%F 120204

6H30H 12 H31H

(As restated)

(&)

RMB’000 RMB’000

AR®F R ARBT T

(Unaudited) (Audited)

(RBEX) (BEZ)

Less than 1 year —F LR 188,577 202,670
1 to 2 years —FE_FUR — 644
2 to 3 years MEE=FUR — —
Over 3 years =FE — —
Total &t 188,577 203,314
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
G S P BRI

For the six months ended 30 June 2021 £ =202146 A30H 1-7~18 A

10. TRADE RECEIVABLES (Continued) 10. E W BR R (48)

RN R SRR E BB IRERERNT

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

As at As at

30 June 31 December

2021 2020

n20214F 720204

6H30H 12 A31H

(As restated)

(&)

RMB’000 RMB’000

AR®ET R AR T T

(Unaudited) (Audited)

(REER) (EEZ)

At the beginning of the period 2347 10,742 14,059
Loss allowance recognised B MR E 1B EE 1,313 3,317
At the end of the period B R 9,429 10,742

11.INVENTORIES M"M.F7E

As at As at

30 June 31 December

2021 2020

R20214 20204F

6H30H 12 H31H

(As restated)

(&)

RMB’000 RMB’000

AR®B TR AR®ET T

(Unaudited) (Audited)

(REE®) (EEZ)

Raw materials JR 4 # 169,306 124,632
Turnover materials B B Mk 36,469 35,233
Work-in-progress EE M 133,945 120,323
Goods in transit B 7,208 9,567
Finished goods [ 13 7 o 436,869 423,751
Materials in transit ERYME 3,819 12,497
Total & &t 787,616 726,003
Note: Work-in-progress are the Group's broilers and broiler eggs Bt EERAAESEEEULEMEEAHR BE -

which are consumptive biological assets.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
GRS P B |REE

For the six months ended 30 June 2021 & %=202146 4308 L7~ & A

12.0THER CURRENT ASSETS 12.HEMERBEE

As at As at

30 June 2021 31 December 2020
A2021F6H30H R 2020F12H31H
(As restated)

(&)
RMB’000 RMB’000
AR T ARBT T
(Unaudited) (Unaudited)
(RBEZ) (REEER)
Excess value-added tax paid HERBERE 68,890 64,893
Cost of return receivable JE R & A AR 124 158
Total &5t 69,014 65,051
13.LONG-TERM EQUITY INVESTMENT 13.RERERE
Gains or losses
on investments
As at recognised
31 December Additional Reduction of under the As at
2020 investment investment  equity method 30 June 2021
72020F BHETHER R2021%
12A31H BMEE AL RE WRERR 6H30H
(As restated)
(&)
RMB’000
ARBFT
Associate (Audited) (Unaudited) (Unaudited) (Unaudited)  (Unaudited)
BeEd F&39) (REER) (REER) (REER) (RBER)
Yanggu Xiangyu Biological GERENHRER
Technology Co., Ltd. YN 64,827 — — (738) 64,089
14.FIXED ASSETS 14.BEEE
(1) Fixed Assets and Fixed Assets in Liquidation 1) BEEEREEEERE
As at As at

30 June 2021 31 December 2020
M2021FE6H308 #2020F12H31H
(As restated)

(&)

RMB’000 RMB’000

AR TR AR T T

(Unaudited) (Audited)

(REEXK) (')

Fixed assets EEE 2,499,500 2,004,840
Fixed assets in liquidation EEEEBRE 1,071 58
Total A&t 2,500,571 2,004,898
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G S P BRI

For the six months ended 30 June 2021 #(Z=202146 430H -/~ @ A

14.FIXED ASSETS(Continued) 14.BEEE(E)

(2) Fixed Assets 2 BEEE
Premises and Machinery Electronics
buildings devices Transportation devices Total
EER
EEN BERE EaRfk ETHE At
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETR  AR%T:n ARETn  AR%Tn  AR%Tx
(Unaudited)  (Unaudited) (Unaudited)  (Unaudited)  (Unaudited)
ltems (REER) (REER) (REER) (RBEH) (REEH)
1. Original Book Value . RERE
(1) Balance at the end of last year (1) LEERHE 1,473,806 1,350,379 40,349 74,934 2,939,468
(2) Current increase amount 2) ABEMLE 264,121 371,402 13,373 6,384 655,280
— Purchase —BE 40,895 83,582 13,094 2,248 139,819
— Transfer from construction —ERIREA
in progress 223,226 287,820 279 4136 515,461
— Increase in business —EAHEM
combination — — — — —
(3) Current reduction payment @) AAR L e HE
amount 29,444 62,162 533 1,186 93,325
— Disposal or abandonment —RERRE 29,444 62,162 533 1,186 93,325
— Transfer to other items —BAHMREA — — — — —
(4) Balance at the end of the (4) BRERE
period 1,708,483 1,659,619 53,189 80,132 3,501,423
2. Accumulated depreciation . BitHE
(1) Balance atthe end of last year (1) LEFER%HE 365,001 516,780 10,467 42,382 934,629
(2) Current increase amount 2) RBEMLE 35,032 48,205 2,781 5,077 91,095
— Provision — iR 35,032 48,205 2,781 5,077 91,095
(3) Current reduction payment Q) ABES B
amount 6,422 16,249 316 813 23,800
— Disposal or abandonment —REIRE 6,422 16,249 316 813 23,800
— Transfer to other items —BAHMHE - - - - -
(4) Balance at the end of the (4) BRHE
period 393,610 548,736 12,932 46,645 1,001,923
. Provision for impairment . BEEH — — — — —
. Book value . REEE = = = = =
(1) Book value at the end of the (1) BRGEER
period 1,314,873 1,110,883 40,257 33,487 2,499,500
(2) Book value at the end of last 2 LEEREEER
year 1,108,805 833,600 29,882 32,553 2,004,840
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
GRS P B |REE

For the six months ended 30 June 2021 #%202146 A30H (E/~ & A

15.CONSTRUCTION IN PROGRESS 15. 2812
As at As at
30 June 31 December
2021 2020
R20214F K20204F
6H30H 12 H31H
(As restated)
(#e &)
RMB’000 RMB’000
ARB T ARBF T
(Unaudited) (Audited)
(REEX) (REZ)
Intelligent integrated projects gee—8.tER 170,273 282,224
Other projects HEh1a g 453 18,797
Total &5t 170,726 301,021

During the Reporting Period, the Company proactively
promoted the expansion of production capacity. On 27
August 2021, the Company (i) built seven new broiler
farms with battery caged systems, one new broiler
cage conversion farm with battery caged systems and
four broiler farms with battery caged systems under
construction; (ii) built two new breeder farms; (iii) added
one feedmill with production capacity of 400,000 tonnes
per annum and commenced operation; (iv) added a fully
automatic slaughtering plant with an annual capacity of
80 million broilers and commenced operations; and (v)
added a hatchery with an annual capacity of 50 million
chicken breeds and commenced operations.

HREBRA AR BGHEEERNERER
R2021F8H27H * ARGV EEERE
BIE EEAESRNEIE  EREENA
HEISARE ; (i) 3T AE 528 (iii) ¥ 1E — [
FEAOE W BRI 18 A EE ¢ (iv) 373 —
MEAEES,000EAELEHEEZRIT
(V)7 3 F ] ¥ 15,0008 & &
B BRI 3% A B o

BABE:
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G S P BRI

For the six months ended 30 June 2021 #(Z=202146 430H -/~ @ A

16.PRODUCTIVE BIOLOGICAL ASSETS 16.EEMHEYEE

136

SHANDONG FENGXIANG CO., LTD. WWREBE#¥RBERAR

Immature Mature
productive productive

biological assets biological assets Total

ENEE ENEE &t

RMB’000 RMB’000 RMB’000

AR¥ T ARBTR AR¥ TR

(Unaudited) (Unaudited) (Unaudited)

ltems EH (RBEX) (REER) (REER)

. Original Book Value 1. BEERE

(1) Balance at the end of last year () LEERHBE 36,353 123,400 159,753

(2) Current increase amount (2 FEEME R 112,813 82,555 195,368

— External procurement — 9N — — —

— Self-breeding — B1EE 112,813 82,555 195,368

(3) Current reduction payment amount (@) AHR) & 82,555 85,679 168,234

— Disposal —RE 82,555 85,679 168,234

(4) Balance at the end of the period @) BRHE 66,611 120,276 186,887

. Accumulated depreciation 2. Rt E — — —

(1) Balance at the end of last year () LEEXHE — 58,528 58,528

(2) Current increase amount (2 AEENEE = 52,118 52,118

— Provision — iR = 52118 52,118

(3) Current reduction payment amount @) AHHL 2 E — 56,824 56,824

— Disposal —RE — 56,824 56,824

(4) Balance at the end of the period 4) BR&HE — 53,822 53,822

. Provision for impairment 3. REER — — —

. Book value 4. RHEE — — —

(1) Book value at the end of the period (1) BEBEEEE 66,611 66,454 133,065

(2) Book value at the end of last year Q LEFREEER 36,353 64,872 101,225

Note: Productive biological assets are the Group's breeders which Mit: HEEUREVMEERAEBESEMEMEERE

are productive biological assets. %o



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
GRS P B |REE

For the six months ended 30 June 2021 #%202146 A30H (E/~ & A

17. RIGHT-OF-USE ASSETS

17.EREEE

Premises and Land use Machinery Electronics
buildings rights devices Transportation devices Total
EER
BEY  thERE BERE ER%E ETHE At
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETR ARETR  AR%TR ARETT  AR%TR ARETR
(Unaudited)  (Unaudited)  (Unaudited) (Unaudited)  (Unaudited)  (Unaudited)
Items I (REEH) (REER) (REER) (REER) (REEH) (REER)
1. Original Book Value 1. RERE
(1) Balance at the (1) ENeE
beginning of the year 14,864 263,274 214,230 92 5,816 498,276
(2) Current increase 2 AEENEH
amount — 6,579 — — — 7,562
— New leases —HEEE 984 6,579 - - = 7,562
(3) Current reduction Q) ABRLEE
payment amount - - — — — -
— Transfer to fixed —BHEEATAE
assets — — — — — —
— Disposal —RE — - — - — —
(4) Balance at the end of @) BRHBE
the period 15,848 269,853 214,230 92 5,816 505,838
2. Accumulated 2. RiHE
depreciation — — — — — —
(1) Balance at the (1) e
beginning of the year 337 3,621 64,538 32 2,636 71,163
(2) Current increase 2 AEENEH
amount 2,228 124 7,642 5 481 10,480
— Provision — iR 2,228 124 7,642 5 481 10,480
(3) Current reduction Q) ABRLEE
payment amount — — — — — —
— Transfer to fixed —BHFEATAE
assets — — — — — —
— Disposal —RE — - — - — —
(4) Balance at the end of @) BRHBE
the period 2,565 3,745 72,180 37 37 81,643
3. Provision for impairment 3. HE%%E — — — — — —
4. Book value 4. REER — - — — — -
(1) Book value at the end (1) BREEER
of the period 13,283 266,108 142,050 55 2,699 424195
(2) Book value at the 2) ENEREER
beginning of the year 14,528 255,997 163,347 60 3,180 427113
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G S P BRI

For the six months ended 30 June 2021 #(Z=202146 430H -/~ @ A

18.INTANGIBLE ASSETS

18. BV EE

Land use Patent Computer
rights rights software Total
i fE EFE EREH CE
RMB’000 RMB’000 RMB’000 RMB’000
ARETR AR¥ETT AR¥ET ARETR
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
Items 5 H (REER) (REE®R) (REE®R) (REER)
1. Original Book Value 1. RERE
(1) Balance at the end of last year () LEERHE 98,727 1,466 19,124 119,317
(2) Current increase amount (2 AHEMEE 2,623 — 1,720 4,343
— Purchase —RE 2,623 — 1,720 4,343
— Internal R&D — R E — = = =
— Increase in business — RESHHEM
combination — — — —
(3) Current reduction payment @) AHRS&E
amount 95 420 — 515
— Disposal —RE 95 420 — 515
— Lapsed and derecognition — AMERIEERO DD — — — —
(4) Balance at the end of the @) BRHE
period 101,255 1,046 20,844 123,145
2. Accumulated depreciation 2. Bit#s — — — —
(1) Balance at the end of last year () EEFRHE 16,726 719 10,551 27,996
(2) Current increase amount (2 AHENEE 1,346 88 774 2,208
— Provision — iTHE 1,346 88 774 2,208
(3) Current reduction payment @) AHEL 2B
amount 381 266 — 647
— Disposal —RE 381 266 = 647
— Lapsed and derecognition — RMERIEBERAND D — — — =
(4) Balance at the end of the @) BR#HE
period 17,691 541 11,325 29,557
3. Provision for impairment 3. MEXEE — — — —
4. Book value 4. REEE = = = —
(1) Book value at the end of the (1) BREEEE
period 83,564 505 9,519 93,588
(2) Book value at the end of last (Q LEERERER
year 82,000 747 8,573 91,320
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
GRS P B |REE

For the six months ended 30 June 2021 & %=202146 4308 L7~ & A

19.BILLS PAYABLE 19. BN R

As at As at

30 June 31 December

2021 2020

M20214 720204

6H30H 12 H31H

(As restated)

(&)

RMB’000 RMB’000

AR TR ARBT T

(Unaudited) (Audited)

(REE &) (BEZ)

Bank acceptance notes RITA N IEE 3,418 —

Domestic letter of credit N{E A& 70,000 —

Total &t 73,418 —
An aged analysis of the bills is as follows ZBRERSTOT

Within 1 month — @ RAA 3,418 —

Over than 1 month but within 1 year — @A E—FUR 70,000 —

Over 1 year —FE — —

Total =N 73,418 —

The bank acceptance notes of the Group are payable
within one month, and domestic letters of credit are

payable within one year.

AEBEBRTALERANSHRGE—EA

AR BARAEHELNHRA—FUA -

Interim Report 2021 iR E

139
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G S P BRI

For the six months ended 30 June 2021 & Z%202146 4308 (-7~ 1E A

20.TRADE PAYABLES

20. B BRX

As at As at
30 June 31 December
2021 2020
R20214F K 20204F
6A30H 12 A31H
(As restated)
(#E &)
RMB’000 RMB’000
AR®B T ARBT T
(Unaudited) (Audited)
(REEZ) (EZR)
Payables for goods and projects R E R ITERK 439,324 348,931
An aged analysis of the trade payables REZRHH 256 B ERR
based on invoice date AR e A
Within 1 month — @A AUR 293,329 240,628
Over than 1 month but within 3 months —@EAAE=ZEANA 93,298 63,591
Over than 3 months but within 1 year =AM E—FUR 34,144 25,933
Over 1 year —FME 18,553 18,779
21.PAYROLL PAYABLE 21. FE {J B T %r
Post-employment
Short-term benefits, defined
compensation withdrawal plan Total
BMBeEA -
55 HA B % E =2 Bt & &5t
RMB’000 RMB’000 RMB’000
AR® T AR® T ARE T
(Unaudited) (Unaudited) (Unaudited)
(REEX) (REER) (REEX)
(As restated) (As restated) (As restated)
(e &) (=) (=)
Amounts at the end of last year FEXREHE 73,487 7 73,494
Increase in current period 7N A 3% 0 & B8 267,189 18,022 285,211
Decrease in current period NEPR L € & 282,086 17,370 299,456
Amounts at the end of the period HRe 58,590 659 59,249
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22.0THER PAYABLES

23.

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
GRS P B |REE

For the six months ended 30 June 2021 & %=202146 4308 L7~ & A

22. Hf B R

As at As at

30 June 31 December

2021 2020

R20214 K20204F

6H30H 12 H31H

(As restated)

(&)

RMB’000 RMB’000

ARB T AR®T T

(Unaudited) (Audited)

(RBEZ) (&&E=%)

Dividends payable J& 151 3% F 42,000 —

Accrued expenses TERREBH 90,391 93,668

Deposits and guarantees HeRkRES 25,698 26,774

Withholding payments KRR F B 6,503 4,840

Imprest fund HER: 943 1,543

Other Hh 11 77

Total aat 165,546 126,902
BORROWINGS EN

As at As at

30 June 31 December

2021 2020

R2021%F 1K20204F

6A30H 12H31H

(As restated)

(e Eal)

RMB’000 RMB’000

AR®TF ARBT T

Amount of borrowings (Unaudited) (Audited)

B (REBEZ) (&%)

Pledged borrowings B ER 267,000 407,000

Mortgaged borrowings R fE R 653,790 300,000

Guaranteed borrowings 1R B B K 419,000 289,000

Credit borrowings EhEREES 727,462 491,000

Total & &F 2,067,252 1,487,000
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

G S P BRI

For the six months ended 30 June 2021 £ =202146 A30H 1-7~18 A

23.BORROWINGS (Continued)

Borrowing rate per annum

B R E ) &

Pledged borrowings R
Mortgaged borrowings K 1
Guaranteed borrowings IREE {
Credit borrowings E R
Term of borrowings

BN EAR

Short-term borrowings SRR
Long-term borrowings due within one year  — 4
Long-term borrowings & HAf

Of mF TF F
Ll

2

i3

i
s

Hi B & B f

E P
i\

I
;“

23. B & (E)

Six months ended 30 June

k=d
=]

E Z6H30H L <fE A
2021 2020
20214 20204
(Unaudited) (Unaudited)
(RBE®Z) (R EZ)
(As restated)
(& &Eat)

3.85%—-4.35%
3.80%-5.39%
3.45%-5.22%
3.08%-5.10%

As at

30 June
2021
R2021%
6A30H
RMB’000
AR®B T
(Unaudited)
(REEXK)

1,613,462

b4 15,379

438,411

3.85%—-4.36%
3.00%-3.00%
3.20%-5.10%
2.95%-5.80%

As at

31 December
2020
1120204
12H31H
RMB’000
ARBT T
(Unaudited)
(CREEZ)

1,487,000
0
0

24 RELATED PARTIES AND RELATED PARTY

TRANSACTIONS

(1) Information on the parent company of the

Company

24T REBRX S

(1) XATWFRAFER

Percentage of

Percentage of

Business Registered shareholding in the  voting right in the
Name of the parent company Registered in nature capital Company (%) Company (%)
FARHARR BARAHAAR
BRRER i it EBME EMEE 55 B L A1 (%) 5% RAE LB (%)
Shandong Fengxiang (Group) Co., Ltd. Yanggu County, Retail 1,126,000,000 44.79 4479
Shandong Province
WREH(RE)AREEAR WREGAS TEZ 112,6008 T
The ultimate controller of the Company is Liu Xuejing. AAFSEIEH A BEES o
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
GRS P B |REE

For the six months ended 30 June 2021 #;%20216 4308 1L/ 18 A

24 RELATED PARTIES AND RELATED PARTY BB S RBHRZ(E)

TRANSACTIONS (Continued)

(2) Information on the subsidiaries of the
Company

(2) ZRFWFRAAER

Percentage of

Major operation shareholding (%) Acquisition
Name of subsidiary  place Registered in Business nature Direct  Indirect method
5 1R LE Al (%)

FRARAM TELEH &t fit ity RBME =83 &
Shandong Fengxiang Yanggu County, Yanggu County, Production and sale of 100 —

Industrial Co., Ltd. Liaocheng City, Liaocheng City, frozen meat products

Shandong Province ~ Shandong Province
WRBEHEXARAA LREWH 1R & B BRARREE HES
R &% 5 & 5

Shandong Fengxiang Yanggu County, Yanggu County, Production and sale of 100 —

Food Development Liaocheng City, Liaocheng City, frozen meat products

Co., Ltd. Shandong Province Shandong Province
LWREHERmER IEE b =& B BREMEE HES

BRLA mER &% 5 & 5
Shandong iShape Food Yanggu County, Yanggu County, Production and sale of 100

Technology Co., Liaocheng City, Liaocheng City, frozen meat products

Ltd.* Shandong Province Shandong Province
LWREFR @R L R & W3 R E B BREMEE HES

BRAR il eSS ke
Fengxiang Foods Japan Japan Consulting 100

(Japan) Co., Ltd.
BEHRmEAEit BA S i il
Yucheng Fengming Yucheng City, Yucheng City, Production and sale of 100

Food Co., Ltd. Shandong Province Shandong Province frozen meat products
BHBERmARRA WRABHT WRE BT BREMEE HES

* For identification purpose only
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G S P BRI

For the six months ended 30 June 2021 £ =202146 A30H 1-7~18 A

24 RELATED PARTIES AND RELATED PARTY

TRANSACTIONS (Continued)

(3) Information on joint ventures and associates

of the Company

Name of joint ventures or
associates

RELRIBELRAR

Yanggu Xiangyu Biological
Technology Co., Ltd.

BREFLNR R
ARAH

Major operation

place Registered in Business nature

TEREY it EHME

Yanggu County,  Yanggu County, Operation of organic
Liaocheng Liaocheng fertilizers,
City, Shandong  City, Shandong microbial
Province Province fertilizers,

bio-fertilizers

WRE B WRE B BHRE - WE - £9

mhER% 5 5 5 pal:f

2 BB A RBABR B (B)

(3) RAFMWEENBEDLEER
Accounting
for
investments Strategic
Percentage of in joint to the
shareholding (%) ventures or  Company’s
Direct Indirect  associates activities
HaEhE
RHELE YARAED
B IRl (%) REME RABE
EE BE  RERE  HEEH
49.00 — Equity Yes
method
ERE =
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GRS P B |REE

For the six months ended 30 June 2021 #;%20216 4308 1L/ 18 A

24 RELATED PARTIES AND RELATED PARTY BB S RBHRZ(E)

TRANSACTIONS (Continued)

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

Table of purchase of goods/receipt of labor services:

Content of related party

Related party transactions

B Bt 77 B2 5 AA

Liaocheng Aode Energy Co., Ltd. Purchase of natural gas

My BB IRE R DA RERAR

Yanggu Xiangguang Copper Co., Ltd. Property and machines

BRELIHERR QR BEREIERME

Qingdao Xiangguang Logistics Co., Ltd.  Settlement of logistics service

fees

FEREAMRERRDA mEYRE

Zhongke Fengxiang Biotechnology Co., Purchase of raw materials
Ltd.

REIEFEDTRROER AT BB R MK &

BHEEm RENESZEBENEBXS

KEEm BEXEBERK:

Six months ended 30 June

EZ6H30H LA
2021 2020
20214 20204F
RMB’000 RMB’000
AR®T R ARBT T
(Unaudited) (Unaudited)
(REER) (REFEZ)
31,162 23,711
20,876 —
1,239 8,334
1,437 340

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

The above related party transactions constitute a non-
exempt continuing related party 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 reporting and/or independent shareholders’
approval requirements or complied with the disclosure
requirements under Chapter 14A of the Listing Rules
for the above non-exempt continuing related party
transactions.

=
></ I/

L BE B X 5 19 1R PR & 77 A8 B & &Y 1R X

i
#1

aQi

RE(ETRADE+HAE  EABABRS
BRI ERFERABRZ - RAFCE W
RARHAFEBIMOCRTHRE2 #e
ERTEHEFEARIZEBETCLED
READETWOAZTTERERR B REH
BERETRENHRTE o
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

G S P BRI

For the six months ended 30 June 2021 & Z%202146 4308 (-7~ 1E A

24.RELATED PARTIES AND RELATED PARTY
TRANSACTIONS (Continued)

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

services (Continued)

Table of sales of goods/provision of labor services:

Related party
B B

Zhongke Fengxiang Biotechnology Co.,
Ltd.

RRIEFEENMIERNDERAF

Shandong Fengxiang Supermarket Co.,
Ltd.

IWERBEHFETERAQ A

Yanggu Xiangguang Copper Co., Ltd.

BAEiEBR AR

Luxinan Hospital Co., Ltd.

BrEmEERERA A

GMK Holdings Group Co., Ltd.

FREEEREEEREERA

GMK Finance Co., Ltd.

R B IS B R A A

Content of related party

transactions

AR5 AR

Sales of goods

HEmM

Sales of goods

$H & 7
Sales of goods
4 & 7 an
Sales of goods
& 7 an
Sales of goods
§H & 7
Sales of goods
§H & 7

2 BB A RBABZ B (E)

(&)

HEMRRELBEERE:

4) BHEEm RHIEZSIEBNEBRIS

Six months ended 30 June

EZ6H30H LA
2021 2020
20214 20204F
RMB’000 RMB’000
AR®ET R ARBT T
(Unaudited) (Unaudited)
(REER) (REFEZ)
2,640 1,287
2,475 2,050
161 168
64 51
43 17
22 —

The above related party transactions were conducted
in accordance with the terms mutually agreed between
the parties, and the maximum annual cap is more than
0.1% but less than 5% of all the applicable percentage
ratios (except earning ratio) under Rule 14.07 of the
Listing Rules. The related party transactions is subject
to the reporting, annual review and announcement
requirements, but are exempt from the circular and
independent shareholder's approval under Chapter 14A of
the Listing Rules.

SHANDONG FENGXIANG CO., LTD. WWREBE#¥RBERAR
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

GRS P B |REE

For the six months ended 30 June 2021 & %=202146 4308 L7~ & A

24.RELATED PARTIES AND RELATED PARTY
TRANSACTIONS (Continued)

(5) Leasing with related parties

(6)

The Company as a lessee:

Name of the lessor Type of leased assets
HH s 2 HEEEBR

GMK Holdings Group Co., Ltd. Premises
MBRFEREEEREERA BEE

2 BB AR BABR B (B)

(5) BEBAERR

RRARMEREMET :
Six months ended 30 June

B Z6H30H LL<EA
2021 2020
20215 20204
RMB’000 RMB’000
AR®T R AR T T
(Unaudited) (Unaudited)
(REEX) (REEER)
Rental expenses Rental expenses
paid paid
XHHEE XHHEE
1,966 1,772

The leasing with related parties is a one-off related party
transaction which qualifies as a de minimis transaction
and is fully exempt from the independent shareholders'
approval, annual review and all disclosure requirements
under Chapter 14A of the Listing Rules.

Borrowing from or lending to related parties

Related parties ltems
B JEH

Shandong Fengxiang (Group) Co., Borrowing
Ltd.
WREH(RE)EREEAQR HA

HEMEAES - RERBR S HaxEH
RAKFNR S 2EHRETCETRAD
ETHAE T BRI E  FEZR N
BERERE -

(6) BBt EEIFE

Amount of
borrowing or Commencement
lending date Maturity date
FesE BHA EpNE
RMB’000
ARB TR
(Unaudited)
(REER)

200,000 2021/6/16 2023/6/16
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

G S P BRI

For the six months ended 30 June 2021 £ =202146 A30H 1-7~18 A

24.RELATED PARTIES AND RELATED PARTY
TRANSACTIONS (Continued)

(6) Borrowing from or lending to related parties
(Continued)

The above related party transaction qualifies for a
full waiver under Chapter 14A of the Rules Governing
the Listing of Securities on The Stock Exchange of
Hong Kong Limited for financial assistance on better
commercial terms provided by the listed issuer group.

(7) Other related party transactions

2 BB A RBABR S (B)

(6) BAHE S & & 17 1 (1)

LM TE(EEBARIMERAD
AzEFLETRIDETTHATH LW T
AGBENEERBGRREROTBELR
ESzEMR -

(7) HttBA Bt XX 5

Six months ended 30 June

BZ6H308 LA A
2021 2020
20214 20204
Related parties ltems RMB’000 RMB’000
2 Bk THE &1 AR®B T AR T T
(Unaudited) (Unaudited)
(REE®) (REEER)
GMK Finance Co., Ltd. Interest income 11,789 2,846
RSB R A A A BB A
Shandong Fengxiang (Group) Co., Ltd.  Interest expenses 321 —
WERBEH(EE)BREERA B X
GMK Finance Co., Ltd. Interest expenses 883 3,267
B AR A A B X
(8) Receivables from and payables to related (8) EAEE S FE W FE RIE
parties
Receivables FE W H
As at As at
30 June 2021 31 December 2020
"202156A30H K 2020F12A31H
Related parties ltems RMB’000 RMB’000
i) THE AW AR¥TR ARBFIT
(Unaudited) (Unaudited)
(REBEX) (R EZ)
Liaocheng Aode Energy Co., Ltd. Other receivables 1,500 1,500

Wy RiBseE RAR AR

Ho A & WK

SHANDONG FENGXIANG CO., LTD. WWREBE#¥RBERAR



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
GRS P B |REE

For the six months ended 30 June 2021 & %=202146 4308 L7~ & A

24 RELATED PARTIES AND RELATED PARTY B A REHRZ S (E)

TRANSACTIONS (Continued)

(8) A Mt 75 FE W FE Y RRIE (48

(8) Receivables from and payables to related
parties (Continued)

Payables FEEE

As at As at

30 June 2021

31 December 2020

R2021F6H30H 72020512 H31H
Related parties Items RMB’000 RMB’000
BEA HEEH ARB TR ARBEF T
(Unaudited) (Unaudited)
(RRBER) (REEZ)
Liaocheng Aode Energy Co., Ltd. Trade payable 1,840 9
ik B2 aE IR B BR A Al JE £ BR 3K
Zhongke Fengxiang Biotechnology Contract liabilities
Co., Ltd. 956 3,844
REIEFEENTIRKROBER AT aRAE
Monetary funds EN¥&E2EA
As at As at

30 June 2021 31 December 2020
MA2021F6H30H 1R2020F12H31H

Related parties Iltem RMB’000 RMB’000

% B 77 IHE A AR® TR ARBTT

(Unaudited) (Unaudited)

(REE®K) (REEEZ)

GMK Finance Co., Ltd. Monetary funds 767,457 437,446
MBS BB RAR] ERES

A A A R2020F 8 A31H £2 3 Bl B 75 48 %=
(FRRBIERGR) B BB
MAEBREFERRY  BELEWHRE
+HAE + ANARBBRASE ST B AR B
FEEMRAMBEZERTE -

The Company renewed the deposit services framework
agreement with GMK Finance on 31 August 2020,
pursuant to which GMK Finance provides deposit services
to the Group, and the Company has strictly complied with
the independent shareholders' approval, annual review
and all disclosure requirements under Chapter 14A of the
Listing Rules.
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G S P BRI

For the six months ended 30 June 2021 £ =202146 A30H 1-7~18 A

24 RELATED PARTIES AND RELATED PARTY

TRANSACTIONS (Continued)

(9) Compensation of key management personnel

2 BB A RBABZ B (E)

9) BAREEASHMH

Six months ended 30 June

B Z6H30H 1L <EA
2021 2020
20214 20204
RMB’000 RMB’000
AR TR AR T T
(Unaudited) (Unaudited)
(REE®) (REEEZ)

Compensation of key management FASREE A B &
personnel 5,977 6,647
Share-based compensation LA BZ 15 7 2 1 B0 35 B 1,237 —
Total A& 7,214 6,647
25.TAXATION 25.% 18
(1) Main taxes and tax rates (1) EEHENH =X

Tax Types Tax basis Tax rate
HE =T Bk 5% Bo*E

Value-added tax

49 {5

City maintenance and construction
tax

YT A R R TR

Education surcharge
BB M

Local education surcharge

77 2 B B MY i

Enterprise income tax

BEMBHR

The value-added tax payable is the difference between
output tax (calculated based on the revenue from
sales of goods and taxable service income under the
tax laws) and net of the input tax that is allowed to be

deducted in the current period

13%, 9%, 6%

BEEAREFENHEESMMERSHERASEMTHE
HERE EHREHAFENNERRER =8

B RERIRER

Value-added tax actually paid

12 B S e 18 B WA
Value-added tax actually paid
12 B S 18 B ET B
Value-added tax actually paid
1R BB S ) 18 B B AT B
Taxable income

BB PR 1S BB AT

5%

3%

2%

25%
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

GRS P B |REE

For the six months ended 30 June 2021 #%202146 A30H (E/~ & A

25.TAXATION (Continued)

(1)

(2)

Main taxes and tax rates (Continued)

Different enterprise income tax rates
applicable to different taxpayers are disclosed
as below

25. % 1B (&)

(M) TEHENB=(E)

FETELERFTEHEEANH LR
#E 18

Taxpayer Income tax rate
MBEEERE e BB =
Fengxiang Foods (Japan) Co., Ltd. 0%
BHERmKRA 2t

Tax Preference (2) HWEE

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

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

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

The Company is entitled to the tax preferential policy
of “additional deduction for research and development
expenses incurred for the development of new
technologies, products and processes” from 1 January
2016;

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

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

RABR2012F7TA1BRESIE - K~ -
REBCEMSHIBKERRRE  BRE=E
THZBRRNEETRAALEBEEEEERR
N

N

Al

KRR R2012F8A1IBE R EZR[BEEAEE
HEOEREMREAEAR I BHKRERZRER

RRBR2015F1A1ERZER (AR ERE
BERIHBRESRER:

ARATER2016F1 1B L =[G 3 F A -
HEm  MIEBENTIEMABE MR
HUEEB R

AR ER2010F12F1B EEZEREEZERBR
B B AW A E B R EUNE T
155 R B U8B B BUSR

NAR]201942 A1H £2023412 A31H £
EX(EEENEM(ELEER)ZHAMN
EoRmEEBETR RHEEETIFKESR
BE AREXZEREHNEBFAGLR
EBFEEMBEERAR  IWRBEFER RHE
BRERAT e
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

G S P BRI

For the six months ended 30 June 2021 #(Z=202146 430H -/~ @ A

25.TAXATION (Continued)

(2) Tax Preference (Continued)

Shandong Fengxiang Industrial Co., Ltd., a subsidiary of
the Company, is entitled to the preferential tax treatment
of “VAT exemption for fresh meat and egg products in
circulation” from 1 August 2014. Shandong Fengxiang
Food Development Co., Ltd., a subsidiary of the
Company, is also entitled to such policy.

The food development subsidiary of the Company is
entitled to the preferential tax policy of “VAT exemption
for vegetables in circulation” from 1 July 2016;

Yucheng Fengming Food Co., Ltd., a subsidiary of the
Company, qualifies as a small and micro enterprise from 1
January 2019, and is entitled to the preferential tax policy
in the “Notice on Implementing Generalised Preferential
Tax Treatment for Small Low-profit Enterprises” (Caishui
[2019] No. 13), subject to the conditions;

Fengxiang Foods (Japan) Co., Ltd., a subsidiary of the
Company, is exempt from corporate income tax under
local tax regulations in Japan, where it is incorporated.

26.RISKS RELATED TO FINANCIAL

INSTRUMENTS

The Company is confronted with various financial risks
during its operation, including credit risk, market risk and
liquidity risk. The Board of the Company is fully responsible
in determining the risk management objectives and policies
and assume the ultimate responsibilities for risk management
objectives and policies. The Board has authorised the
audit department of the Company to design and carry out
procedures to ensure effective implementation of the risk
management objectives and policies, and the Board will
review the effectiveness of the procedures implemented and
the reasonableness of the risk management objectives and
policies through the monthly report submitted by the head
of the audit department. In addition, the internal auditors of
the Company will review the risk management policies and
procedures and report their findings to the Audit Committee.

The overall objective of the risk management in the Company
is to formulate risk management policies to minimise the risks
without unduly interfering the Company’s competitiveness and
resilience.

SHANDONG FENGXIANG CO., LTD. WWREBE#¥RBERAR

25. %18 (&)

(2) BiERE(E)

ARAlFRAAIWEBHEEXZEGR2AM
204F8AMHBRZX[HEZAZEERRBR
eBEETRIHKEESFSE RAREXZ
BRERNEETARILRBEAERREREAR

ARRlFRAIBHBEKERMAERZAR
2019F1AMH B F AN EGG EF
ElEHENBRTZEX P F[2019]135E CF ©
BB /) 1D 2 R B ORGSR A A8 &)
1B BB EBUR

ARABFRAABHFERMEKA SR IEEM
WHREWHWHRTE  RRXEEMFN -

26.2 &R T HAMBANECR

AARERKLEREPHESESRER: E8
B mHERBRAISBERR AREFEEE
HEERREREESEMBRMNET - I 4 ER
ERERNMBRAERKAET EFSCKHE
ARG ERHMBPARFMEREBRRREAREEB
BMBERGABRATHREF EFSRBRE
BMETEERXNAEREREECHTREFNEG
MEARERBREEZEESEMNBRNAEYE - AR
A H) A B0 2 B A 1 2 28 B A B B R B R M A2
FrYERERERERGCENLZES -

ARAEAREENARBEEEETEAEFER
BIBFAMEENNBERT @ &l EZA R E
2\ Bz 1 JL B B 3 KSR o



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

GRS P B |REE

For the six months ended 30 June 2021 #%202146 A30H (E/~ & A

26.RISKS RELATED TO FINANCIAL
INSTRUMENTS (Continued)

(1)

(2)

Credit risk

Credit risk is the risk that one party to a —financial
instrument will cause a financial loss for the other party
by failing to discharge an obligation. The Company
mainly faces customer credit risk caused by credit sales.
Before the signing of the new contract, the Company will
evaluate the credit risk of the new customer, including
the external credit rating and, in some cases, the bank
credit certificate (when this information is available). The
Company sets a credit limit for each customer, which is
the maximum amount that does not require additional
approval.

The Company ensures that the Company’s overall credit
risk is within control of the Company through quarterly
monitoring of existing customers’ credit ratings and
monthly review of trade receivables aging analysis.
When monitoring the customer’s credit risk, we group
them according to their credit characteristics. Customers
rated as “high-risk” will be placed on the list of restricted
customers, and the Company can only sell them on
the premise of additional approval in the future period,
otherwise they must be required to pay the relevant
amounts in advance.

Liquidity risk

Liquidity risk is the risk that an enterprise may encounter
deficiency of funds in meeting obligations settled with
cash or other financial assets delivery. The Company’s
policy is to ensure it has sufficient cash to settle the debts
when they fall due. The Company’s finance department
centralized control on liquidity risk. Through monitoring
cash balance, readily realizable marketable securities
and the rolling forecasts of cash flow for the next 12
months, the finance department will ensure the Company
has sufficient fund to settle its debts under all reasonable
foreseeable circumstances.

262 T AMEBNARGE)

(1)

(2)

=RER

ERERRESRIAN—FTTEITES -
EREZ—TELEVBERNEAR - ARQF
IZEGRESHNTFPERARR - X
RIFEaRZE  AARGHHTEFHOERRE
RETHE BREINBEAFIRMER L
BRTHRITEREER (BUE SR ERE) -
RAEE-—EFARETHRERE  ZR
BREFTESHEILENRKRERE -

RABBYHCAEFERAFIANFTESE
VA B & KRR R BR Bk o0 T B9 AR B AR R B AR
ARMERERAARERNENEER - &
EETFPHNGERRERE  ZBREPHNEHR
BHREEDHE - ®RAAISERIRNNE
FenaXRiEF2EE YAREHE
RESMNEER AT T » A B A A R K HI
MEERE - &R MABREREAMNA
F& KA -

B R

mEBERR EEECEERTARNRE
FEMEREENTAEENRBRFHL
B AR ER - AR R K RE R E
ERRMNBASABEINRER - R LR
@i AN DA B S BB P SR S ] o BE 7% AP
FMBEAERRSHRE TERERNEE
BFEUARBEREREARSRENRDE
Bl BERAREMBAEREMNERT #
EREMNESEERER
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
G S P BRI

For the six months ended 30 June 2021 #(Z=202146 430H -/~ @ A

26.RISKS RELATED TO FINANCIAL
INSTRUMENTS (Continued)

262 R T AMEBNARGE)

(3) Market risk (3) ™5 & k&

Market risk of financial instruments is the risk of
fluctuation in the fair value of financial instruments or
future cash flow arising from changes in market price.
Market risk includes exchange rate risk, interest rate risk
and other price risk.

Interest rate risk is the risk of fluctuation in the fair value
of financial instruments or future cash flow arising from
changes in market interest rate. The Company’s interest
rate risk mainly arises from short-term bank borrowings.

As at 30 June 2021, if the interest rates of borrowings
with floating interest rates increased or decreased by
100 basis points with all other variables held constant,
the Company’s net profit will decrease or increase
by RMB2,290,000 (30 June 2020: RMB3,261,000).
The management is of the view that 100 basis points
reasonably reflect the reasonable range of possible
changes in the interest rates in the following year.

Exchange rate risk refers to the risk that the fair value
or future cash flow of a financial instrument will fluctuate
due to changes in foreign exchange rates. The Company
tries to match the income and expenditure in foreign
currencies in order to reduce the exchange rate risk.
During the period and the previous period, the Company
entered into certain forward exchange contracts for the
purpose of hedging exchange rate risk.

27.COMMITMENTS AND CONTINGENCIES

No significant commitments are required to be
disclosed during the period.

No significant contingencies are required to be
disclosed during the period.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

GRS P B |REE

For the six months ended 30 June 2021 & %=202146 4308 L7~ & A

28.SHARE CAPITAL 28. |} &
As at As at
30 June 31 December
2021 2020
H2021%F 7120204
6H30H 12 A31H
(As restated)
(fEE= )
RMB’000 RMB’000
AR T AR®ET T
(Unaudited) (Audited)
(REER) (| %)
Registered, issued and fully paid: EaEfft BITRARKRAE:
1,400,000,000 shares of RMB1.00 each 1,400,000,000 0%
FR A RE1.007T 8RR 5 1,400,000 1,400,000
29.DIFFERENCE BETWEEN DATA UNDER 2. 5ANEHFERNTEFHEER
DOMESTIC AND INTERNATIONAL
ACCOUNTING STANDARD
(1) Difference in net profit and net assets (1) ZREREtENEZPE ST EA

included in the financial statements as
disclosed in accordance with IASs and PRC

Accounting Standards

BENMBHREPFNENFEES
RER

Net profit Net assets
= F FEE
For the
six months As at
ended 31 December
30 June 2020 2020
BZE
20204 20204F
68308 118 A 12A31H
RMB'000 RMB'000
ARBT T ARBT T
(Unaudited) (Unaudited)
(REBEXR) (REE=Z)
In accordance with the PRC Accounting % 7 Bl & 5t # 8|
Standards 161,000 3,283,058
Items and amounts adjusted in EEBEEAENAENEE R
accordance with IASs: B
1. Difference arising from the 1" EEMEEESF=BERE (16,326) 93,847
measurement model of productive BHWER
biological assets
2. Difference arising from accounting 2 ZRHIEH ISt BT E 11,466
estimates such as the bad debt HHER
provision ratio
3. Differences arising from other factors 3+ H i HE=H =& (836)
In accordance with |ASs 2 Bl 5 & 5t 2 A 144,674 3,387,535
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
G S P BRI

For the six months ended 30 June 2021 £ =202146 A30H 1-7~18 A

29.DIFFERENCE BETWEEN DATA UNDER
DOMESTIC AND INTERNATIONAL
ACCOUNTING STANDARD (Continued)

2. RSB EATEFHBER(E)

(2) The figures as of 30 June 2020 and during (2) 202056 H30H - 2020F1-6 B & &

January-June 2020 have been disclosed by
BDO Limited in accordance with IASs; and
the figures as of 31 December 2020 and
during January-June 2020 were disclosed
in accordance with the requirement of the
CASBE. Description for adjusted items is as
follows:

Difference arising from the measurement
model of productive biological assets

At the end of 2020, the Company performed valuation
for all productive biological assets in accordance with
IFRSs. As such valuation is not a statutory valuation, the
revaluation surpluses resulting from the valuation is only
reflected in the statements prepared under IFRSs, but not
reflected in the statements prepared under the CASBE;

As the productive biological assets are not depreciated
by the Company in accordance with IASs, but need to be
depreciated by the Company according to the CASBE,
hence resulting difference in the standard.

Difference arising from accounting estimates
such as the bad debt provision ratio

The Company implemented a new financial instrument
standard since 1 January 2018. Under the requirements
of both IFRSs and the CASBE, the allowance for losses
on receivables is measured at an amount equal to the
lifetime expected credit loss. However, the actual bad
debt provision ratio of the Company is more prudent
in accordance with the CASBE, thus resulting in such
difference.

Differences arising from other factors

Both the difference in the measurement model of
productive biological assets and the difference of the
impact of the accounting estimates such as the bad
debt provision ratio as described above resulted in the
difference arising from the impact of accounts such as
income tax expenses.

SHANDONG FENGXIANG CO., LTD. WWREBE#¥RBERAR
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MEERTE MBREBTFEOEXSHE
QAR FHUHEELEMEENRE B F
P —IREERE R o

BIRA LI EE G BHNERE

AARIBE2018F1A1BEERIT S/ T A%
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TESTENHBRET - HRERRIEY
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CHITEEBRES BHREFRBESE
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LI AERIE  HEHZEER -

A fth 7 FE 79 = &£
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