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MAJOR FINANCIAL INDICATORS AND KEY OPERATING DATA

TENREERETELEHE

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

KEY FINANCIAL DATA

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

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

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

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

SHANDONG FENGXIANG CO., LTD. ILRBE# KRB ERAF

HMBD)Z2FERN - RERFBERAEBEMELDN
ERESERBRENFAE -

2 AMLZEERBEIHE BAMBOE-—SEE
HEEEE) -



MAJOR FINANCIAL INDICATORS AND KEY OPERATING DATA

KEY OPERATING DATA

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

¥

Year ended 31 December 2022 Year ended 31 December 2023

y
v
g |

B Z2022612831H B £2023F12H31H

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

)
i
b

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

Sales volume of chicken breeds
BHEHE

unit: million birds

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

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

FTEVBEERTELE-E

Processed volume of white-feathered broilers
BPARAEMNIE

unit: million kg

BN BETR

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

BN - BBTR

129.1
114.0

5K

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

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

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

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

the deposits due from GMK Finance in 2022.

HBRN2022FAEREUFBHVBRRAZERN - RUEEBRAEBEMEEANER ESERBRRNENE -

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

BRLEEEREEFE BRIVMBLFE—S2GHREEE] -
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2023 MAJOR EVENTS

_7__

. MARCH
=A

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

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

FRER

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

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

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

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

BHEERM -

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

E¥E BIBFEERT  HAKBEERRRE EMRE
BESCRR HERERAERERASETENEERRRT

B A] o

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

WMIMEARER LT BERBERNKE - EMAOM - BANE  UTHRNE
BRBEAFTZME-

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

A

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

B ANE(0BEMERM D NARE) -



- ER M E T
W RN @

SZE6

T

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

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

2023 MAJOR EVENTS

—EZ=FKRERL

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

BEBROBIARERESEZMN
03EFEEXREHE REHR
BEREFTNE TEPERMERE
HERARSREA -

4

iz
BRFRAUR

NEW ARRIVAL

OB oomm osaw 68 O W AWA Y SHEN

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

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

BRI MENE KRFEN TREHEIR  BTIFE BT AER 21
NERA LT e

JULY
+ A
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2023 MAJOR EVENTS
—B-=FAER

@ AuGusT ¢ OCTOBER
NA t+A

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

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

efforts to cultivate healthy dietary habits among the people in

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

- Fengxiang completed the issue of 182.6

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

+ &

i
-

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

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

i

Anthan g

WEgEEANRARLT i
- ey

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

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

ARBESHETRRRENI0FREGIERHE -

SEPTEMBER
A

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



@ NOVEMBER
+-A

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

BREBRGOERERE R K= ARKI6EITAIR

BEFAR ESRFERNESRENRER -
RSB T ARBOEBSE  BRETBBEAE -

“BL&RK" itk

WY, TSo-00e-F-00i7

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

L i 220 R W 2
fig s i v LT

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

[ annd

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

CALEN" dEME

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

WERG. EEOREN SN LS

2023 MAJOR EVENTS
—E-=FABR

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

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

O ff 7] %
mERE -

FEY  TELIOMIHECENNNS] TR ERERSTER

= F wEtoN e AR IR AR RNEIANE

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

- L W R
= T

seEw

WO T SIS,

=

T
P

DECEMBER

@® +-¢

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

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

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

Dear Shareholders and Investors,

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

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

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

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

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

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

SHANDONG FENGXIANG CO., LTD. ILRBE# KRB ERAF

RTR  ZHEHY

EWMHFURREEREA

ERBHRNESS IR Bl SR HEBHERSD E
BEi®7TTFILH2023F -

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

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

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

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

[RE2024F DR BEKEKILIF -



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

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

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

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

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

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

CHAIRMAN'’S STATEMENT
ESEXTRBEESE

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

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

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

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

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

[ETRKRERE RAKEER- ]

Annual Report 2023 £}

13



14

CHAIRMAN'’S STATEMENT
ESEIRHESE

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

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

Chairman of the Board of Directors
Zhu Lingjie

SHANDONG FENGXIANG CO., LTD. ILRBE# KRB ERAF

204 FEERMEEEIE TR BARLE %

a8

(2

BETHETEARBEE EEBRLFELZNRE
E-—FPRAKREHRF N BITBH FHEEH-

EETEIE Ty Ty b
e
IWRBH#ERGERDAE

EFETE
RE B



MANAGEMENT DISCUSSION AND ANALYSIS

COMPANY PROFILE
Introduction

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

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

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

Business Segments
Processed Chicken Meat Products

The Group markets its processed chicken meat products under Fovo
Foods, iShape and “H¥ )& (Wu Genglu)’ brands. Processed chicken
meat products comprise cooked, semi-cooked and seasoned chicken
meat products. Depending on the processing methods, these processed
products are required to be chilled or frozen. The raw chicken meat the
Group uses in its processed chicken meat production is either supplied
by itself or procured from independent third party suppliers. The cooked
chicken meat products comprise ready-to-eat chicken meat products and
frozen chicken meat products, which are fully cooked and sterilised (end
consumers will need to reheat the frozen cooked chicken meat products
before consumption according to the instructions provided on the
packaging). The semi-cooked chicken meat products are processed,
chilled or frozen and boxed (end consumers will need to further process
(including steaming, grilling, roasting or frying) such semi-cooked chicken
meat products before consumption according to the instructions provided
on the packaging). The seasoned chicken meat products include raw
chicken meat flavoured with certain ingredients or spices. The Group
also offers ready-to-cook pre-prepared meal solutions, including Chinese
cuisine. For the year ended 31 December 2023, the sales volume of
processed chicken meat products increased by 13.2% to 129.1 million
kilogram (“kg”) (31 December 2022: 114.0 million kg). For the year ended
31 December 2023, the revenue from sale of processed chicken meat
products (after elimination of inter-segment transactions) grew by 10.2%
to RMB2,613.7 million (31 December 2022: RMB2,371.1 million),
representing 50.9% of the Group’s total revenue.

EEBEENAREDN

RAARAFTESEANOPABELOFLRELHER
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MANAGEMENT DISCUSSION AND ANALYSIS
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Raw Chicken Meat Products

The Group offers raw white-feathered chicken meat products, which
include whole frozen chickens and chicken portions, such as chicken
wings, chicken breast, chicken drumsticks, chicken drumettes, bone-in
chicken thighs, boneless chicken fillets, chicken head, chicken feet and
chicken legs. The Group’s broilers are then cut into portions according
to its internal or customers’ requirements, which will be chilled or frozen
depending on the product’s nature. For the year ended 31 December
2023, the sales volume of raw chicken meat products decreased by 4.1%
to 241.3 million kg (31 December 2022: 251.5 million kg). For the year
ended 31 December 2023, the revenue from external sale of raw
chicken meat products decreased by 8.7% to RMB2,284.1 million (31
December 2022: RMB2,500.6 million), representing 44.5% of the
Group'’s total revenue.

Chicken Breeds

The Group sells some of its chicken breeds hatched from broiler eggs
to other independent third parties for breeding into broilers. The sales
volume of the Group’s chicken breeds is based on the average selling
prices of chicken breeds, which is market-driven. The Group sells
chicken breeds to local chicken farmers and other poultry business
operators, who are independent third parties. For the year ended 31
December 2023, the sales volume of chicken breeds increased by 6.8%
to 34.2 million birds (31 December 2022: 32.1 million birds). For the
year ended 31 December 2023, the revenue from external sale of
chicken breeds grew by 13.8% to RMB61.0 million (31 December 2022:
RMB53.6 million), representing 1.2% of the Group’s total revenue.

Other Products

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

BUSINESS REVIEW

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

Under the dual upstream and downstream pressures, Fengxiang had,
by focusing on the major strategic initiatives for 2023 and making full
use of its advantages in the integrated industry-chain and value-chain
business model and in multi-channel penetration, strengthened the
loyalty of major customers, prioritised the refined management of each
section, and continued increasing its efforts to reduce costs and
improve efficiency, which enabled relatively remarkable improvements
in its overall operation and management and significantly reinforced the
driving force for synergistic development.

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

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

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

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

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

Export Business Continued to Lead

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

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

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

Centralised Procurement Business Continued
to Grow

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

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

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

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

In 2023, the Group implemented a strategy of full
collaboration with major customers, to deeply integrate into
the supply chain system of major customers and efficiently
synergise with them in the chains of R&D, quality control
and information sharing. While optimising the efficiency of
mature products, we seized incremental opportunities by
driving the iteration of new products of major customers
with its R&D advantages, promoted the supply of all types
of products, followed major customers’ steps in opening
shops to gain a foothold in new markets, and achieve rapid
growth in both sales volume and revenue.

Retail Business

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

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

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

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

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

() Observation of Current Trends

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

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

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

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

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

Development Goals

We will adjust to market demands, commit to upgrading the
industry of chicken meat products and achieve sustainable,
steady and balanced quality growth.

We will continue to maintain balanced multi-channel
development and expand production lines. We aim to
maintain our industry leadership in the export business and
enhance profitability and international influence. We will
increase major customers’ loyalty, actively understand
customer needs, continuously enhance product quality,
launch new products and increase the Group’s share of
supply in major customers.

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

We will continue to accelerate the construction of talent
pool, increase organisational vitality, accumulate
organisational core competencies, and create an
organisational culture that dares to meet the unknown and
challenges.

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

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

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

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

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

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

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

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

The Group will make use of information technology
and digital means to assist the Group in effectively
tracking and analysing the indicators in the process
of production and operation through big data
management system, so as to provide effective
assistance for the implementation of refined
management.
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MANAGEMENT DISCUSSION AND ANALYSIS
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(2)

(3)

“Continue to Deepen Channel Penetration and
Expand Market Share”

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

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

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

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

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

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

FINANCIAL REVIEW
Overall performance

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

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

(Restated)

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

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

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

Revenue by products

For the year ended 31 December

BZ12A31BLEE

2023 2022 Change

2023 % 20224 28

RMB’000 RMB'000 (%)

ARET T ARET T (%)

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

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

Sales volume and average selling price by products

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

REmB7HHE  FHEE

For the year ended 31 December
BZ12A31BLFEE

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

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

meat products both experienced corresponding growth. The growth of

breeding, processing and sales are related.
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Revenue by geographic territory and products

EEBEENAREDN

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

For the year ended 31 December
BZ12B31BLEE

2023 2022 Change

2023 % 20224 28

RMB’000 RMB’000 (%)

ARBT R AR T T (%)

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

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

B2B and B2C sales revenue

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

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

B2B X B2C# & i A

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

For the year ended 31 December
BZ12A3MBLFE

2023 2022 Change

2023 20224 )

RMB’000 RMB’000 (%)

ARET T ARET T (%)

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

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

Operating costs

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

Administrative expenses

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

Selling expenses

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

R&D expenses

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

Finance costs

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

Total profit/(loss)

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

in the Group’s various expenses.

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

Changes in significant accounting policies

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

EEBEENAREDN

ERESTTRREE

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

Impact on the
balance as at

1 January 2022
#2022F1 818

Accounting item affected THENHERER HENTE
RMB’000

ARETT

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

For the For the

year ended year ended

31 December 31 December

2023 2022

12023 F #2022

12H31H/ 12H31H8/

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

AR¥TR ARETT

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

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

Capital structure

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

As at 31 December 2023, the total borrowings of the Group amounted
to RMB1,175.3 million, representing a decrease of 21.1% as compared
to that as at 31 December 2022. The decrease was mainly attributable
to: (i) the repayment of certain long-term borrowings that has fallen due;
(i) the decrease of pledged borrowings; and (iii) less borrowing needs
as a result of the Company’s improved profitability.

The Group monitors capital using a gearing ratio, which is total
borrowings divided by total equity, and balance sheet ratio, which is
total borrowings divided by total assets. The gearing ratio and balance
sheet ratio as at 31 December 2023 was 38.7% (31 December 2022:
57.0%) and 40.0% (31 December 2022: 50.0%), respectively.

Contingent liabilities and pledge of assets

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

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

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

PRINCIPAL RISKS AND UNCERTAINTIES

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

Price Risks

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

Health Risks

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

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

Safety Production Risks

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

Epidemic Risks

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

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

Financial Risks

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

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

Policy and Regulation Risks

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

EEEBNWRE DN

SIGNIFICANT INVESTMENTS, ACQUISITIONS
AND DISPOSALS

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

HUMAN RESOURCES

As at 31 December 2023, the Group had 6,808 employees who were
directly employed by the Group, of which 6,800 employees were
employed in the PRC and eight employees were located in Japan. The
remuneration packages for the employees include salary, bonuses and
allowances. As required by the PRC regulations, the Group (i)
participates in social insurance schemes operated by the relevant local
government authorities, and (ii) maintains mandatory pension
contribution plans, medical insurance, work-related injury insurance,
unemployment insurance and maternity insurance. The Group also
provides continuing education and training programmes to its
employees to improve their skills and develop their potential. The
Company also adopted three share award schemes on 24 June 2020,
10 December 2021 and 29 August 2023, respectively, and any full-time
or part-time employees of the Group (including any director of the
Company (the “Director”)) are eligible participants under the said
schemes.

BUSINESS OUTLOOK
1. Challenges and risks

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

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

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

recovery of consumer goods market;

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

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

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

Quality growth strategies at current stage

(1

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

deepen channel penetration to increase customer’s loyalty,
realise in-depth cooperation with major customers in
various industrial lines, and further increase market share
in major customers;

continue to attract outstanding talents to join us, and further
stabilise and optimise our operation and management team
through continuous innovation in mechanisms and step-by-
step implementation of medium-and long-term incentives;

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

further enhance the Group’s breeding capacity.
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(1)
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BIOGRAPHIES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT
EE EEREAREEERERE

DIRECTORS, SUPERVISORS AND SENIOR EE EEROAREERE

MANAGEMENT

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

the date of this annual report are set out below:

DIRECTORS
BE=x

Incumbent Directors

EREES

Name

"E

Mr. Xiao Dongsheng
HRESLE

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

B A {2 % 4 (72202341 B18 B &£ E)

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

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

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

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

Ms. Zhao Yinglin
D 2 =

Mr. Chung Wai Man
EREXRE

SHANDONG FENGXIANG CO., LTD. ILRBE# KRB ERAF

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

Position in the Company
AR

Executive Director and general manager

HWITEERBEE

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

Non-executive Director

FWTES

Non-executive Director

FHNITES

Chairman of the Board of Directors and non-executive Director

EFETIRRFATES

Non-executive Director

FHNITES

Independent non-executive Director

BYFNTESR

Independent non-executive Director

BYIFRTES

Independent non-executive Director

BYFNTES



BIOGRAPHIES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

Departure Directors

ES EENRSAREEERRE

BIES
Name Position in the Company
®A DA

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

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

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

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

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

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

Executive Directors

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

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

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

Chairman of the Board of Directors and executive Director

EFEIRRATESF

Executive Director and vice general manager

HITEERBKE

Non-executive Director

FHTES

Non-executive Director

FATES

Independent non-executive Director

BYIFATES

EEMEEFBHRHIDOT

HITES

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

EEX ESNGREEERE

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

Non-executive Directors

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

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

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

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

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

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

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

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

Independent non-executive Director

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

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

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

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

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

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

Incumbent Supervisors

EEES

Name

"E

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

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

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

Departure Supervisors

BIEES

Name

HE

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

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

Ms. Lian Xianmin (retired on 18 January 2023)

Position in the Company
YNEI): A

Shareholders representative Supervisor

BRAKRE=S

Shareholders representative Supervisor

BRAKES

Employees representative Supervisor

BITRRE=S

Position in the Company
YNEI): 2D

Shareholders representative Supervisor

BRAKRES

Shareholders representative Supervisor

BRAKRES

Employees representative Supervisor

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

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

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

representative Supervisor. She was appointed as a Supervisor on 18

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

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

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

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

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

SENIOR MANAGEMENT
BREEE

Name

HE BB AL

Mr. Xiao Dongsheng
BERELE g

Mr. Wang Zhixian

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

Ms. Zhou Jinying
Rl glmEe
Mr. Shi Lei
AEEE

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

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

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

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

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

SHANDONG FENGXIANG CO., LTD. ILRBE# KRB ERAF

General manager

Position in the Company

Vice general manager

Vice general manager

Vice general manager

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

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

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

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

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

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

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

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

UPDATE ON DIRECTORS’ AND SUPERVISORS’
INFORMATION

Change of Directors

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

Changes of Supervisors

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

SHANDONG FENGXIANG CO., LTD. ILRBE# KRB ERAF

EERESEREN

EEgy

FHNEEES N AR FMN202351 18 H £ 1782023
FE R RRAS R2023F 5 — XHRFERIA R
AREEREEER FHEESS2EEENERRME
EERBS - N2023F1A18A  FHEEEEEFEN
A EREEERBZEEARRITES  BhE
LECBRAEE KREBEERBWRER LT AN
EERTRHU T HOMZTREEXEERE L
FHTES BEBRERARAI2023F FE — KB
BERAG FHE - REZEECREREZTAES
FERF -

EE82H

FOEEEERNARAR2023F1 5180 £ 1T W
2023F 5 — KRR R B K= &20234F 5 — AHR 1A
FIREASHE R DR FUEEEE2EEERE
BFRTEERK - M2023F1A18H FAEEES
EENZINSELLRAEAEEARERKRE
EOEBRERART023FEFE -~ RHHBERAE L
HE-RB BEEELAERARABIRRRG L&
BABRTIRREE -2 B LT COREREZTAES
TEE-o



REPORT OF BOARD OF DIRECTORS

The Board of Directors is pleased to present its report (the “Report of
Board of Directors”) together with the financial statements of the
Company for the year ended 31 December 2023.

PRINCIPAL BUSINESS

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

RESULTS

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

DIVIDENDS DISTRIBUTION

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

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