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MAJOR FINANCIAL INDICATORS AND KEY OPERATING DATA

Dooooooobogod

The following financial statements, notes and discussion and analysis
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

gboooooboobooboboooobooobooobo
gboboboobooboboobouoobooboooo
goooooboooobooboobooobooobo
oooooooo

goooogo
For the year ended 31 December
o0d120310000
2022 2021
20220 20210
RMB’000 RMB’000
ooooo ooooo
Revenue oad 5,085,790 4,416,764
Gross profit oo 583,497 557,939
Net (loss)/profit oooomoo (769,029) 47,075
Net (loss)/profit attributable to the shareholdersof OO0 000000000000
the parent company (769,029) 50,911
Adjusted net profit® ooooooow 39,206 47,075
Basic (losses)/earnings per share (inRMBcents) OO0 0000000000000 (55.4) 3.6

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 Co., Ltd. (“GMK
Finance”).
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MAJOR FINANCIAL INDICATORS AND KEY OPERATING DATA

Rearing volume of white-feathered broilers
ooooooo

unit: million birds
oooooo

154.8

140.8

y

-

Year ended 31 December 2021  Year ended 31 December 2022
0020210 120 310 0020220 120 310
ooog ooog

Sales volume of raw chicken meat products
ogooooon

unit: million kg
goooooo
2515

202.9

Year ended 31 December 2021 Year ended 31 December 2022
0020210 120 310 0020220 120 310
ooo ooo

Sales volume of chicken breeds
ooon

unit: million birds
oooooo

31.1 32.1

Year ended 31 December 2021  Year ended 31 December 2022
0020210 120 310 00020220 120 310
ooog ooog

gogouobooogoud

Processed volume of white-feathered broilers
ooooooa

unit: million kg
0ooooooo

355.9

315.6
ofo

Year ended 31 December 2021  Year ended 31 December 2022
0020210 120 310 0020220 120 310
oood oood

[/

Sales volume of processed chicken meat products
ooooooooo

unit: million kg
ooooooo

107.6

114.0
. y !

Year ended 31 December 2021  Year ended 31 December 2022
0020210 120 310 0020220 120 310
ood ood
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2022 MAJOR EVENTS
oDooooooo

JANUARY
00

On 8 January, the first product of “00 O (iShape)” (“iShape™)
in 2022 — “Gancuiburen” chicken breast chips was launched,
and started the era of “All Things Low-fat”.

108000 O (iShape)ID 0 0 T20220 0 00000000
000000000000000000 0000

On 12 January, Shandong Fengxiang Co., Ltd. (the “Company”
or “Fengxiang”, together with its subsidiaries, the “Group”)
urgently distributed quality-assured chicken products to fully
support Xi'an and help people in Xi'an to fight against the
COVID-19 pandemic and overcome the difficulties together.

10

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

201600000000000000O0
ooooooooooono

FEBRUARY
0O
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2022 MAJOR EVENTS
oDooooood

MAY
00

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

5050000000O0oOoO0o0DOO
oo0oo0o—0oo0oooooooao
oooo

On 31 May, iShape’s salad chicken
breast was selected as the only “Tik
Tok Annual Products” of the fresh
food category at the 2022 Tik Tok
E-commerce Ecology Conference.

50310000000
202200000000
goooooooom

oo
oo
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On 8 June, iShape became the official supplier of On 18 June, iShape won the champion of the
Beijing Guoan Football Club. omnichannel sales in the subdivided industries,
and was the champion of 618 Shopping Festival
608000 000D0DODDODOUODODODODOO sales for three consecutive years.
good
601800 0D0O0OOODODOODOODO
J0000ooo0ooeis00ooong

On 28 June, Fengxiang was selected as the “2021
Top 10 Corporate Governance Enterprises of
Shandong”.

6028000 0000002021000 0000
ooom

JUNE
OO
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2022 MAJOR EVENTS
oDooooooo

@ AUGUST
00

o ~ On 4 August, the new product “iShape MIX
@ o nﬂﬁfx“‘}"? ‘ tender chicken breast” was launched.
! i

1 Dgrasne oo

N4

r }..“-‘-4’%; 804000000MXOD0000000
y i
N

On 16 August, the iShape low-fat chicken breast meatballs with
new flavours of sweet corn and Orleans crispy bones was
launched.

g0 1600000000000 000000DO0O0DOOO0
oooao

On 29 August, the Ministry of Agriculture and Rural Affairs published the list of high-
quality development bases for agricultural international trade in 2022. Leveraging
core strengths including excellent product quality, continuous innovation capabilities
and strong brand strength, coupled with outstanding performances in import and
export trade, Fengxiang was recognised by the Ministry of Agriculture and Rural
Affairs of PRC as the high-quality development base for agricultural international
trade in 2022.

gj2000000000020220 0000000000000 000O00O00
gooooooooooooooooOoooOooOooboOooboooooooao
goobo0o0ooooOO0o0oO0O0OOobOO0O0O0O0Ob0O0002022000000000
ooboooo

SEPTEMBER
oo

SHANDONG FENGXIANG CO., LTD. O 000000000

@ OCTOBER
0O

On 16 October, the controlling interests of the Company were
acquired by Pacific Alliance Group through auction, and
Fengxiang is well prepared for its new journey.

oo01le0000000000000D0DOOOO0ODD
ooooooooooooo

On 27 October, the State Intellectual Property Office issued the
Notice on Determining the New Batch of National Intellectual
Property Demonstration Enterprises and Advanced Enterprises
that Passed the Review in 2022. With its excellent
comprehensive strength of intellectual property rights and
extensive industry influence, Fengxiang successfully passed the
review of “National Intellectual Property Advantageous
Enterprises” and ranked on this national list for the sixth
consecutive time.

002700000000 00000000O0202200 00
goooooOoO0oOoOoOoOoooboooboOoOoOoOoOo0Oom
gooooo0oo0oobo0ooOO0oOoOo0O0ooOOoO0ob0O0oo0Oob0obO0oa0
goooooOooO0oooooOoboOoOo0oboboooooooon
ooooooOooo

On 5 September, “iShape pocket chicken
breast”, the first new normal-temperature
product of iShape, was launched.

oisd000o0oo00oooooona
ooooooo

On 7 September, Wu Genglu spiced chicken was launched.

o070000000OO0OOOO



On December 29, the list of winners for the “19th People’s
Choice Craftsmanship Award” was released at the “2022
People’s Finance Summit Forum” held in Beijing, iShape

DECEMBER
ooo

2022 MAJOR EVENTS
Dooooood

A

aRW¥,r 202200

11



CHAIRMAN’S STATEMENT
oDooooooo

MAKING FULL PREPARATIONS FOR A gooboooobgad
NEW JOURNEY

Dear Shareholders and Investors,

As the new chairman of the Board of Directors of Fengxiang, first of all,
| would like to express my gratitude to all of you for working hand in
hand with Fengxiang through the extraordinary year of 2022.

2022 was a challenging year, in which Fengxiang had faced numerous
challenges at both macro and micro levels.

The domestic and international outbreak of the pandemic, the increased
risk of economic downturn and their impacts on people’s livelihoods
have suppressed the end-user demand and put Fengxiang's sales
under tremendous pressure.

Due to the impacts caused by the recurrence of the COVID-19
pandemic and the financial difficulties of its former controlling
shareholders, Fengxiang'’s financial and operational situation was put to
a rigorous test.

Nevertheless, with the joint efforts from all colleagues, Fengxiang
bucked the trend in 2022 by achieving growth in breeding, human
efficiency and operational indicators, and realised a record-high
operating revenue of RMB5,085.8 million.

Among which, the new export business played a mainstay role and
recorded a significant increase in a sales revenue of RMB1,359.3
million, representing a year-on-year growth of 39.2%.

The new centralised procurement business bucked the trend and
achieved a sales revenue of RMB926.2 million, representing a year-on-
year growth of 2.7%.

Firstly, 1 would like to give my thanks to the founder of Fengxiang, Mr.
Liu Xuejing, and the former chairman of the Board of Directors, Mr. Liu
Zhiguang, for Fengxiang’s achievements in 2022. Founded more than
31 years ago, the Company has become a first-class white-feathered
broilers integrated breeding and processing enterprise in China laying a
good foundation for future development.

12 SHANDONG FENGXIANG CO., LTD. 0000000000
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MANAGEMENT DISCUSSION AND ANALYSIS

COMPANY PROFILE
Introduction

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

The Group is principally based in Shandong, 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 “00 O O (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 2022, the sales volume of processed
chicken meat products increased by 6.0% to 114.0 million kilogram (“kg”)
(31 December 2021: 107.6 million kg). For the year ended 31
December 2022, the revenue from sale of processed chicken meat
products (after elimination of inter-segment transactions) grew by 3.3%
to RMB2,371.1 million (31 December 2021: RMB2,295.4 million),
representing 46.6% of the Group’s total revenue.
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MANAGEMENT DISCUSSION AND ANALYSIS
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

2022 marked the third year since Fengxiang's listing, and also the third
year of Fengxiang'’s resilient growth amid the pandemic.

Be it in the financial year ended 31 December 2022 (the “Reporting
Period”) or in the past three years, Fengxiang withstood multiple
challenges and pressures and strode forward steadily in the face of
difficulties.

In spite of the limitations caused by various intertwining factors such as
the volatile industry cycle, the impact of the COVID-19 pandemic, the
suppression of market demand, the surging costs of animal feed
ingredients and the debt pressure on the Company, the Group still
achieved outstanding results compared to its peers in the industry of
which we are deeply proud.

In 2022, with the three major themes of industry restructuring, product
innovation and upgrade, and production efficiency enhancement, the
Group focused on overcoming internal and external difficulties,
reinforcing foundation, controlling costs, retaining customers and
striving for space.

During the year, the Group achieved sales revenue of RMB5,085.8
million (2021: RMB4,416.8 million), representing a year-on-year
increase of 15.1%, with net loss of RMB769.0 million (2021: net profit of
RMB47.1 million). Our 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
was RMB39.2 million (2021: RMB47.1 million), representing a year-on-
year decrease of 16.7%.
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MANAGEMENT DISCUSSION AND ANALYSIS
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During the Reporting Period, the Group achieved the above

performance mainly because:
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the diversified channel strategy achieved stable performance
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MANAGEMENT DISCUSSION AND ANALYSIS

The Group continued to have a leading position in exports
to East Asian countries such as Japan, and recorded
significant growth in Europe and Southeast Asia, in
particular the new Middle East market, with more diversified
and boutique channels.

It is notable that over the years, the Group has attached
great importance to product and service quality and
cultivated overseas markets, accumulating valuable
customer satisfaction and loyalty. During the global
pandemic, the Group received tremendous trust and
support from international customers and obtained
opportunities for extraordinary growth.

Major Customer Business

The major customer business is the supply of chicken meat
products by the Group to international Western-style fast
food stations in Mainland China.

Sales revenue from the major customer business reached
RMB684.2 million (2021: RMB643.5 million), representing a
year-on-year increase of 6.3%. The Group serves major
customers located in most regions in the PRC such as
Northeast, North, East, Central and Northwest China. On
the basis of expanding the coverage of sales territory, the
Group has actively cooperated with customers’ needs and
promoted product innovation, added several new types of
processed food products, basically covering all relevant
products supplied by the customers.

Under the challenges unfavourable to the macro-
environment in 2022, with national food and beverage
revenue declining by 6.3% compared to the same period
last year, the Group’s various industrial lines worked
together and further strengthened its cooperation with the
key customers, recording good results in terms of sales
revenue growth.
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MANAGEMENT DISCUSSION AND ANALYSIS
oDooooooo
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MANAGEMENT DISCUSSION AND ANALYSIS

The No.1 Central Document for 2023 has introduced a
proposal to “nurture and develop the prepared dish
industry” for the first time, making prepared dish a new
business model and industry that promotes the high-quality
development of rural industries and has a trillion-dollar
market with immense potential for growth. Poultry meat is a
key ingredient for prepared dishes, thus poultry prepared
dishes may become a new growth point for poultry
enterprises. The Group has years of experience in the
development of prepared dishes for overseas B-end
institutions and domestic B-end institutions and C-end
consumers, serving a wide range of ready-to-eat,
microwaveable, boiled, steamed, roasted and stir-fried
prepared dishes. After continuous upgrade of production
lines and product optimisation, the Group’s production
capacity of processed chicken meat products reached
142,000 tonnes. This has enabled the Group to meet the
production and processing demands for four major
categories of dishes, including ready-to-cook, ready-to-eat,
ready-to-heat and ready-to-prepare dishes. In 2022, sales
revenue of its processed chicken meat products business
accounted for 46.6%, which delivered a higher and more
stable profit.

In addition, the Group intensified its efforts in new product
development, broadened its portfolio and launched a
number of new products to meet the rapidly changing
customer and market demand for prepared dish products.

New Retail Business Remained as a Leader

The new retail business achieved sales revenue of
RMB625.9 million (2021: RMB948.1 million), representing a
year-on-year decrease of 34.0% and accounting for 12.3%
(same period: 21.5%) of the overall business.

Among which, the share of “iShape” in the new retall
business increased from 51.6% for the same period to
54.4%, continuing to play a major role as the Company’s
customer-end products.
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MANAGEMENT DISCUSSION AND ANALYSIS
oDooooooo

During the period when the chicken breast products
business was severely affected by the pandemic, even
though the whole business saw negative growth, “iShape”
brand steadily maintained its price levels and market
shares. For example, in the two major battle fields of online
sales TMall and JD.com, the market shares of “iShape”
exceeded that of the first runner-up by 5.1% with unit prices
nearly twice its major competing products. In terms of
offine markets, the products under the “iShape” series
have covered nearly 60,000 network points across 142
cities, among which the majority are quality convenience
stores and boutique key accounts. And in the post-
pandemic era, “iShape” speeds up the establishment and
promotion of campus distribution channels to further focus
on the young consumers.

For several years, “iShape” has consistently implemented
its strategy of single products to continuously add new
products into existing ones and has made great success so
far. Among which, the sales of salad chicken breast, our
competitive product, amounted to over RMB300 million;
newly-launched Xiao Q chicken breast, chicken breast bar,
Jia’ge chicken drumstick, low-fat chicken breast meatball
and chicken breast luncheon meat also demonstrated
excellent growth.

The four products newly launched during the Reporting
Period all demonstrated the research and development
(“R&D”) level of new products and the competitiveness of
the products of the Company. Low-fat chicken breast
meatball, a product with sales exceeding RMB10 million
within 10 months of launch, became the top seller among
new products. Chicken breast meat fried rice achieved a
repurchase rate of 17.5%, becoming an ace in terms of
repurchase rate among new products. Room-temperature
chicken breast sausage achieved sales of over RMB7
million within 10 months of launch. Tender MIX chicken
breast became the best new product representing quality,
forming a new barrier for low temperature categories in the
future.
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MANAGEMENT DISCUSSION AND ANALYSIS

(I) Observation of Current Trends

1.

China will be the World’s Largest Consumer
Market and is entering an Era of Quality and
Personalised Consumption

Two significant signs of China entering a new era of
consumption are: (i) China’s GDP per capita has crossed
the threshold of US$10,000, and consumption has become
the primary driver of economic growth for six consecutive
years; (ii) the combination of three major waves of change
— people, traffic channels and supply chains has led to an
unprecedented transformation in the cost structure of
consumer goods in China.

Strong Growth in Processed Chicken Meat
Products under the Common Choice of Three
Specific Customer Groups

Over the past five years, changes in 14 segments, including
food and beverage, have had a significant impact on
consumers’ lives, with a particularly obvious trend of
consumption upgrade. White-collar women occupy the
main position of consumption decision-making, and our
major consumer groups, hamely “Her Economy”, “Generation
Z" and “Silver Economy”, have shown convergence in their
choice of food, which focus on choosing the “healthier”,
“tastier” and “more convenient” products.

With higher protein, lower fat and lower energy
consumption, white-feathered broiler becomes an important
growth pole in the trend towards nutrition and consumption
upgrade. According to Frost & Sullivan, the average growth
rate of the white-feathered broiler market is expected to
exceed 10% in the next five years, reaching RMB150 billion
in 2025.

The white-feathered broiler industry has undergone
comprehensive transformation and upgrade in recent years,
from producing chicken breeds and raw chicken meat
products primarily to mainly providing processed chicken
meat products instead. The size of the processed chicken
meat market is expected to exceed RMB60 billion in 2024.

ooomoooo

ouodogoood
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MANAGEMENT DISCUSSION AND ANALYSIS
oDooooooo

3. Changes in Underlying Logic of Consumption
Industry

Due to the combined effect of the industry cycle and the
pandemic cycle, the underlying logic of the consumption
industry has undergone significant changes: consumer
attitude had changed from impulsive consumption for “internet
celebrity, most popular and fresh-seeking” previously to the
current rational consumption for “high quality, excellent
price and pragmatism”. The growth driver of the consumer
market has changed from attention-driven to product
quality-driven accordingly.

(1) Strategic Path: Achieving Quality Growth by
Shifting from Raw Food Business to Cooked Food

Business, and Relyingon B + C

1. Development Goal
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MANAGEMENT DISCUSSION AND ANALYSIS

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

In recent years, the Group has been actively transforming
and upgrading itself, continuously implementing the “123”
development strategy (“One Foundation, Two Major
Markets and Three Driving Forces”), increasing the
proportion of sales of processed food products, expanding
the retail business and building itself as China’s leading
brand of chicken meat products.

(1)

(2)

®3)

“One Foundation”

We insist to extend the Group’s advantage in its
vertically integrated business model across the entire
industry value chain and the industry ecological
chain, and strengthen management on the quality of
raw material supply, so as to ensure food quality and
safety, offer consumers with quality-assured products
and lay a solid foundation for product quality; and on
top of this, we steadily promote the growth of our
breeding capacity and strengthen the foundation of
our integrated industry-chain business model.

“Two Major Markets”

We simultaneously drive the balanced development
of the domestic market and the international market,
ensure “same production line, same standard, same
quality” for domestic sales and export sales, and
facilitate the dual circulation of the domestic and
international markets.

“Three Driving Forces”

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

2.
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MANAGEMENT DISCUSSION AND ANALYSIS
oDooooooo

Secondly, we continue to optimise the products,
services and channels of the export business and
reinforce the Company’s leading position in the
export business, and continue to upgrade its services,
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

(1

Overall Performance

For the year ended 31 December 2022, the Group experienced
an increase of 15.1% in revenue as compared to that of 2021.
There was a net loss of RMB769.0 million as compared with a net
profit of RMB47.1 million in 2021, mainly due to the recognition of
an one-off and non-recurring impairment loss on deposits due
from GMK Finance. The Company recorded a net profit of
RMB39.2 million in 2022, representing a year-on-year decrease
of 16.7%, without taking into account the monetary fund bad debt
loss arising from such an impairment loss. There was an increase
of 4.6% in gross profit as compared to that of 2021. The basic
loss per share was RMB55.4 cents in 2022. Set out below is the
detailed information on the fluctuations in the Company’s results
for the year ended 31 December 2022.
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MANAGEMENT DISCUSSION AND ANALYSIS

During the Reporting Period, the number of white-feathered
broilers being slaughtered experienced a year-on-year increase
of 13.4%, and the production and sales volume of chicken meat
products both experienced corresponding growth. The growth of
breeding, processing and sales are related. For raw chicken meat
products, there was an increase in average selling price due to
increased sales volume in new export channels; for processed
chicken meat products, there was a slight decrease in the
average selling price due to decreased sales volume of the “iShape”
products. During the Reporting Period, the price of chicken
breeds fluctuated significantly due to the market impact, with a
drop in the average selling price.

Revenue by Geographic Territory and Products

ouodogoood

For the year ended 31 December
gb1220310000

2022 2021 Change
20220 20210 oad
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Mainland China oooo 3,726,469 3,440,302
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MANAGEMENT DISCUSSION AND ANALYSIS

Administrative Expenses

The Group’s administrative expenses increased by 21.5% to
RMB108.5 million in 2022 (2021: RMB89.3 million), mainly due to
the increase in the share incentive expenses and service fees.

Selling Expenses

The Group’s selling expenses decreased by 4.6% to RMB329.2
million in 2022 (2021: RMB345.0 million), mainly due to the
decrease of sales and marketing expense of the Group.

R&D Expenses

The Group’s R&D expenses increased by 27.9% to RMB31.9
million in 2022 (2021: RMB25.0 million), mainly due to increased
investment in R&D with the establishment of a multi-level new
product R&D system.

Finance Costs

The Group’s finance costs for the year ended 31 December 2022
increased by 3.0% to RMB49.1 million (2021: RMB47.7 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, loss for the year was primarily due

to the recognition of impairment loss on deposits due from GMK
Finance.

(I  Analysis on Capital Resources

1. Liquidity and Capital Resources

The Group has funded its operations principally with cash
generated from its operations, borrowings and capital
contributions of shareholders of the Company (the
“Shareholders”). The Group’s primary uses of cash in
2022 were for working capital purposes and capital
expenditures for expansion and improvement of production
equipment and facilities.
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Capital Structure

As at 31 December 2022, the registered capital of the
Company was RMB1,400,000,000 and the total number of
issued shares of the Company was 1,400,000,000 shares
(“Shares”), comprising 1,045,000,000 domestic Shares and
355,000,000 H Shares with a nominal value of RMB1.0
each.

As at 31 December 2022, the total borrowings of the Group
amounted to RMB1,489 million, representing a decrease of
39.5% as compared to that as at 31 December 2021. The
decrease was mainly attributable to: (i) the repayment of
certain long-term borrowings that has fallen due; and (i) the
decrease of pledged borrowings.

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
2022 was 57.0% (31 December 2021: 72.4%) and 50.0% (31
December 2021: 51.0%), respectively.

Contingent Liabilities and Pledge of Assets

The Group’s bank borrowings as at 31 December 2022
were secured by (i) mortgages of the Group’s lands situated
in the PRC with aggregate net carrying values of RMB74.3
million (31 December 2021: RMB57.7 million); (ii) pledge of
the Group’s bank deposits of RMB187.7 million (31
December 2021: RMB472.4 million); (iii) pledge of certain
of the Group’s property, plant and equipment with
aggregate net carrying amount of RMB1,948.5 million (31
December 2021: RMB667.8 million); and (iv) guarantee
from a related party for loans up to RMB264.0 million (31
December 2021: RMB313.0 million).

As at 31 December 2022, the Group did not have any
material contingent liabilities.
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BIOGRAPHIES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

obobouooobgon

DIRECTORS, SUPERVISORS AND SENIOR

MANAGEMENT

The Directors, supervisors (the “Supervisors”) and senior management
of the Company during the year ended 31 December 2022 and up to

the date of this annual report are set out below:

DIRECTORS
o

Name
oo

Mr. Liu Zhiguang (retired on 18 January 2023)
000000020230 10180000

Mr. Xiao Dongsheng
gogoad

Mr. Wang Jinsheng (resigned on 30 March 2022)
O0000ooOdz2022030300000

Ms. Zhou Jinying (appointed on 31 May 2022 and
retired on 18 January 2023)

0o0odgdodnz2022050 31000
002023010180 000

Mr. Shi Lei (appointed on 31 May 2022)
Oooo0oo2022050310000
Mr. Liu Xuejing (retired on 18 January 2023)

oooo0oboooz023010180000

Mr. Zhang Chuanli (retired on 18 January 2023)
Oo000bodDb2023010180000O

Mr. Ow Weng Cheong (resigned on 30 March 2022)
O00000002022030300000

Mr. Qiu Zhongwei (appointed on 18 January 2023)
oo00O0bodDb2023010180000

Mr. Zhu Lingjie (appointed on 18 January 2023)
000000020230 10180000

Mr. Lu Wei (appointed on 18 January 2023)
00000020230 10180000
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Position in the Company
gooo

Chairman of the Board of Directors and executive Director
oJooooooooo

Executive Director and general manager
oooooood

Executive Director, vice general manager and general manager
of the breeding department

gooooooocoooooooooo

Executive Director and vice general manager

gooooooooad

Executive Director, vice general manager, chief financial officer,
secretary to the Board of Directors and joint company secretary

gbooooboobobooboobobooobooobooboo

Non-executive Director
ooooo

Non-executive Director
goooad

Non-executive Director
ooooo

Non-executive Director
goooad

Chairman of the Board of Directors and non-executive Director
goooooooooog

Non-executive Director
goooad
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Mr. Lu Wei, aged 44, 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”).
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OoobOoobooobooon

Ms. Zhou Ruijia, aged 34, is a non-executive Director. She was 00o0o0DO034000000000002023010
appointed as a Director on 18 January 2023. 1800000 0O0ODO

Ms. Zhou has over 11 years of experience in investment, financial and J000o0opU0o0ooo0o0o0o0ooUooopD1100O
operational management. Ms. Zhou currently serves as an executive odoo0ooU0oooooooooooooooog
director of PAG Asia Capital, focusing on buyouts, privatisations, and 0opooooDoDoooooooo20130000
structured minority investments. Since joining PAG Asia Capital in 0dooooopooooooooooooooooo
2013, Ms. Zhou has been actively involved in a number of investments 0dooooooooooooooDoooooooo
in the business services and technology sectors, including several 00ooo0ooDooDoooOooooooooooooo
leading public companies on the New York Stock Exchange and the 00000000 oooooooDoooooooo
Stock Exchange. She is primarily responsible for conducting Jopooooooooooobooo20110700
investments and advising invested portfolio companies on strategic, 201307000 0 0 0O O O (Goldman Sachs)O 0 O O
financial and operational initiatives. Prior to joining PAG Asia Capital, 0dooooDoooooooooooooooooo
Ms. Zhou worked as an analyst in the investment banking division of ooooDooooooDoOo0ooooooDoooon
Goldman Sachs in New York from July 2011 to July 2013, primarily 000000 O0oUooooooOo201000U0OO
responsible for conducting financial analysis and advising corporate oooooooooooo

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 ooooooo

Ms. Wang Anyi, aged 46, is an independent non-executive Director. Ooo0O0oo0OO0o046000000000000O0O20230
She was appointed as a Director on 18 January 2023. Ms. Wang is the 101800000 oopoooooooooooog
chairperson of the Remuneration Committee, a member of the Audit oooooooooooooooo

Committee and a member of the Nomination Committee.

Ms. Wang has over 20 years of experience in business consultancy, gooooOoOoODbDO0o0oUoopoDbooobobobooOoOo2o
corporate management and finance. Ms. Wang has been a partner and Ogooogoz270e000000ODODODOODOOO
the chief financial officer of BosWinner, a company providing building BosWinnenO0 0 OO ODODODODOOOOODODODODO
and facility construction and management software, since June 2017. 00oo0o0oDoooooOooooooo?20140 0 2017
Prior to that, she served as the chief financial officer of e-Shang, an O000O0e-Shangd O O 0O O 0O OO0 O30 e-Shangd
integrated development and investment management business that ddo00oO0oO0ooooOoOoOoO000O0U0UoUoooo
subsequently merged into the ESR Group from 2014 to 2017. Ms. OOESRGroup)D O OO0 D019990 0 00000
Wang started her career as an analyst at McKinsey & Company in (McKinsey & Company)0 O O 0O 0O 000 OO0DODO
1999. She joined Morgan Stanley as an associate in its Chicago office’s 040 000000000000 DODOO0D0OODO
mergers and acquisition team in 2004 and then served in the global gooooooz2o60 000000000 Oooo
capital markets team in the Hong Kong office in 2006. She was doooopoz270 000000000 O0OOoOOo
promoted to vice president of the China investment banking and real JgoooDboOoOoboboOoOo20090 0201300000
estate team in the Hong Kong office in 2007. From 2009 to 2013, she 0oooDoo0oooooDoOo0oOooooDoDooooo
served as the head of corporate finance and investor relations at o0ooDoo1evoooooooooooooo
Yanlord Land Group Limited. Ms. Wang obtained a bachelor's degree 000000 O0oooooouo2040000oo
in international finance and real estate from Shanghai Jiaotong oooooooooooooooooog

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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Mr. Zhu Kaijie, aged 27, is a shareholders representative Supervisor.
He was appointed as a Supervisor on 18 January 2023.

Mr. Zhu has over five years of experience in finance and investment
banking. Mr. Zhu joined PAG Asia Capital in February 2021 and his
current position is senior associate 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 37, 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
iShape Food Technology. 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 People’s
Republic of China in June 2009.
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SENIOR MANAGEMENT
ooooO

Name
oo

Mr. Xiao Dongsheng
goooad

Mr. Wang Jinsheng (resigned on 30 March 2022)
O00000002022030300000

Mr. Wang Zhixian
goooad

Mr. Meng Tao
ooodd

Ms. Zhou Jinying
goooad

Mr. Shi Lei
oooo

Position in the Company
gooog

General manager
ooo

Vice general manager and general manager of the breeding department
gooooobobooooo

Vice general manager
oooao

Vice general manager
gooog

Vice general manager
oooao

Vice general manager, chief financial officer, secretary to the Board of
Directors and joint company secretary
oo ooooooooooooono

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

For biographical details of Mr. Xiao Dongsheng (0 O O) and Mr. Shi
Lei (O O), please refer to “Directors — Executive Directors” of this
section.

Mr. Wang Zhixian, aged 57, 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 21 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 Fengxiang
Industrial 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. 0000000000

gbooooobooooooooo

ooooooooooooooboboooooobooo
oooo—0000o0m

gooooos7rOoboooo0oooobOobOooon
oooooooocooooooon

ooooooooooboboooobboo2100
goooezoolosoooOOoOoOOOO20010800
1uo080o0oboboboobooobbdo2011b08
obz201e0700000000000O0O000O0O00
000002016070 020190 100 O O 20160 50
gzoo0lo0oobooOOooboOOOoOOOCDbDOO
obooooooboooooobooboz2011012000
gbooooobooooo

ooobz70v7oooo0cOoOooOOoO0oOoOoDOOO
ooboooobooooobese7obooooooon
goooboooooobooo



BIOGRAPHIES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT
ODOoO00ODO0Oooooooaon

Mr. Meng Tao, aged 55, 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 33 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 Fengxiang Industrial 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.
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UPDATE ON DIRECTORS’ AND SUPERVISORS’
INFORMATION

Change of Directors

On 30 March 2022, Mr. Wang Jinsheng tendered his resignation from
his position as an executive Director, and Mr. Ow Weng Cheong
tendered his resignation from his position as a non-executive Director.
On 30 March 2022, Ms. Zhou Jinying and Mr. Shi Lei were proposed to
be appointed as executive Directors of the Company and were elected
at the annual general meeting of the Company held on 31 May 2022.

The fourth session of the Board of Directors expired upon the
conclusion of the 2023 first extraordinary general meeting (the “General
Meeting”) and the H share class meeting of the Company held on 18
January 2023 (the “Shareholders Meetings”), and all incumbent
Directors retired from their positions as Directors at that time. On 28
December 2022, the Board of Directors resolved to re-elect Mr. Xiao
Dongsheng and Mr. Shi Lei as executive Directors, elect/re-elect Ms.
Wang Anyi, Ms. Zhao Yinglin and Mr. Chung Wai Man as independent
non-executive Directors, and elect Mr. Qiu Zhongwei, Mr. Lu Wei, Mr.
Zhu Lingjie and Ms. Zhou Ruijia as non-executive Directors at the
General Meeting. On 18 January 2023, the appointments of each of the
above Directors of the fifth session of the Board of Directors were
approved by the Shareholders at the General Meeting. 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 Shareholders Meetings, and all incumbent
Supervisors retired from their positions as Supervisors at that time. On
28 December 2022, the Board of Supervisors resolved to elect Ms. Gao
Jin and Mr. Zhu Kaijie as shareholders representative Supervisors at
the General Meeting. On 18 January 2023, the appointments of each of
the above Supervisors of the fifth session of the Board of Supervisors
were approved by the Shareholders at the General Meeting. On the
same date, Mr. Ma Xianwen was elected as an employees
representative Supervisor at the employees representative meeting of
the Company. Ms. Gao Jin was elected and appointed as the
chairperson of the Board of Supervisors.
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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 2022.

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 2022 are set out in the
consolidated income statement on pages 135 to 137 of this annual
report.

DIVIDENDS DISTRIBUTION

The Company has adopted in its general dividend policy. The Company
has implemented a three-year dividend plan, pursuant to which, in the
absence of certain special circumstances, if the Company records profit
for the year and its accumulated undistributed profit is positive, and is
capable of meeting the actual demand for distribution, the Company
shall distribute dividends in cash, and the aggregate profits distributed
in cash for such three years shall not be less than 30% of the total
distributable profits realised for the latest three years as set out in the
Company’s financial statements and the dividends to be distributed in
each particular year shall be decided by the Board of Directors. Any
proposed distribution of dividends shall be formulated by the Board of
Directors and shall 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
our results of operations, cash flows, financial condition, capital
adequacy ratio, payments by our subsidiaries of cash dividends to us,
business prospects, statutory, regulatory and contractual restrictions on
our declaration and payment of dividends and other factors that the
Board of Directors may consider important.

According to the applicable PRC laws and the articles of association of
the Company (the “Articles of Association”), we will pay dividends out
of our profit after tax only after we have made the following allocations:

. recovery of accumulated losses, if any;

. allocations to the statutory reserve equivalent to 10% of our
profit after tax, and, when the statutory reserve reaches
and is maintained at or above 50% of our registered capital,
no further allocations to this statutory reserve will be
required,;
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. allocations, if any, to a discretionary common reserve fund
that are approved by the Shareholders in a shareholders’
meeting; and

. allocation of employee welfare funds to be borne by the
Company.

The Articles of Association stipulates that the Company may distribute
dividends by means of cash, stock or a combination of cash and stock.
There is no assurance that we will be able to declare dividends of such
any amount each year or in any year.

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 of the Company.

The Board of Directors has resolved not to declare any final dividend
for the year ended 31 December 2022 (2021: 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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FINANCIAL SUMMARY

A summary of the Company'’s results, assets and liabilities for the last
five financial years are set out on page 324 of this annual report. This
summary does not form part of the financial statements.

AUDIT QUALIFICATION FOR THE YEAR ENDED 31
DECEMBER 2022

The Board of Directors and Audit Committee’s View and
the Plan to Address the Opinion

l. Qualified Opinion in 2022

The Auditor has expressed a qualified opinion in the independent
auditors’ report relating to the audit of the financial statements of the
Group for the year ended 31 December 2022. The Board of Directors
would like to provide the following additional information:

The Company was notified by GMK Holdings, the former controlling
shareholder of the Company, that its subsidiaries had overdue debts in
March 2022. Among such subsidiaries, GMK Finance was involved in
overdue repayment disputes, pursuant to which the creditor filed a civil
complaint against GMK Finance, and the guarantors for such loans,
including Mr. Liu Xuejing (former controlling shareholder and non-
executive Director), GMK Holdings and certain of its subsidiaries were
named as defendants (the “Debt Dispute”). GMK Holdings, by itself
and through its subsidiaries, provided guarantees for some of the loans
obtained by the Group from banks, and provided deposits, loan facilities
(including term loans and entrusted loans) and bill financing services to
the Group. The deposits with GMK Finance have been unavailable for
withdrawal and utilisation by the Group for daily operation since
November 2022. In addition, there was an overdue payment for deposit
interests from GMK Finance to the Group.

II.  Basis of Qualified Opinion

As the Group is 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, they were unable to
make a judgment as to whether adjustments to the related disclosures
in the financial statements are necessary. The Auditor's audit opinion
on the financial statements for the year ended 31 December 2022 was
qualified accordingly.
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The Group made a full impairment of the deposits with GMK Finance
for the year ended 31 December 2022 and as at 31 December 2022
due to the following reasons: (i) the Group has been unable to withdraw
and utilise the deposits with GMK Finance since November 2022, and
there was an overdue payment for deposit interests from GMK Finance
to the Group; (ii) the Debt Dispute is still ongoing, and the Board of
Directors cannot predict the timing and outcome of the actions initiated
by the creditors; (iii) as at the date of this annual report, there is no
material progress on the restructuring proposal of the debt arrangement
with GMK Holdings and its subsidiaries; and (iv) the Company has
consulted legal advisers regarding the bankruptcy risk of GMK Finance,
the potential debt procedures and recoverability of the deposits from
GMK Finance based on current circumstances. Based on the foregoing,
the management of the Company considered the timing and possibility
of the recoverability of the deposits with GMK Finance was highly
uncertain and therefore full provision of impairment has been made
accordingly.

Ill.  Removal of Audit Qualification

The management of the Company has discussed with the Auditor and
confirmed that since the Auditor expressed an audit qualification on the
2022 financial figures of the Group, this will have carryforward impact
on the Company’s annual results for the year ending 31 December
2023. The Company expects that the audit qualification would only
affect the corresponding comparative figures of the financial statements
for the year ended 31 December 2023 but will be removed in the
consolidated financial statements for the year ending 31 December
2024.

IV. The Audit Committee’s View
During the audit process, the Audit Committee reviewed the

management’s position above and agreed with such position
addressing the issues.
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ENVIRONMENTAL POLICY

The Group is subject to the PRC national and local environmental laws
and regulations, including but not limited to the Environmental
Protection Law of the PRC, the Law on the Prevention and Treatment
of Water Pollution of the PRC and the Law for the Prevention and
Treatment of Air Pollution of the PRC. In particular, there are
environmental regulations concerning the treatment of wastewater
produced by our slaughtering and processing facilities and we are
subject to annual inspection by the regulatory authorities for compliance
with these laws and regulations. Failure to comply with applicable PRC
environmental protection laws and regulations may result in significant
consequences, including administrative, civil and criminal penalties,
liability for damages and negative publicity. Further, such failure to
comply, or allege on failure to comply, with the relevant PRC laws,
regulations or government policies on environmental protection, may
lead to costly litigation or penalty imposed by the relevant judicial or
governmental authorities. We emphasise on environmental protection
and strive to minimise the environmental impact brought by our
business operations.

The Group has established environmental policies and procedures
aimed at compliance with local environmental and other laws.
Management performs regular reviews to identify environmental risks
and to ensure that the systems in place are adequate to manage these
risks.

There had been no material administrative penalties imposed on the
Group as a result of non-compliance with any PRC laws or regulations
in relation to environmental protection during the year ended 31

December 2022.

The Board of Directors has authorised the senior management to
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RELATIONSHIP WITH STAKEHOLDERS
Employees

As at 31 December 2022, we had 7,202 employees who were directly
employed by us, of which 7,198 employees were employed in the PRC

and four employees were located in Japan.

The remuneration packages for our employees include salary, bonuses
and allowances. Except for Japanese employees who are required to
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Customers

We had a diversified customer base of over 3,000 customers globally,
including internationally renowned food processors and traders as well
as fast food restaurant chains (and their poultry meat suppliers and
sourcing agents). We exported to countries including Japan, Malaysia,
Europe, Korea, the Middle East, Mongolia and Singapore. We also sell
our products to our distributors whose designated sales regions are all
within the PRC.

For the year ended 31 December 2022, the Group’s sales to its five
largest customers accounted for 23.15% (2021: 25.01%) of the Group’s
total sales and sales to the largest customer accounted for 10.80% (2021
11.39%).

Suppliers

We procured (i) raw materials for the production of our animal feeds,
including corn, soybean meal, soybean oil and wheat, and (ii) Parent
Stock Day-old Chicks for the production of our chicken meat products
in the PRC. We also procured raw chicken meat products from third
party suppliers domestically as well as from overseas (generally from
Brazil) for producing our processed chicken meat products in order to
meet customers’ growing demand. During the Reporting Period, we did
not enter into hedging activities.

For the year ended 31 December 2022, purchases from the Group’s
five largest suppliers accounted for 22.12% (2021: 16.37%) of the
Group'’s total purchases and purchases from the largest supplier
accounted for 6.42% (2021: 6.45%).

During the year ended 31 December 2022, none of the Directors or the
Supervisors or any of their associates or any shareholders (which, to
the best knowledge of the Directors and Supervisors own more than 5%
of the number of issued shares of the Company) had any interest in the
Company’s five largest customers and suppliers.
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SHARE CAPITAL

Details of movements in the share capital of the Company during the
year ended 31 December 2022 are set out in note (XXIX) to the
financial statements.

As at 31 December 2022, the issued share capital of the Company was
1,400,000,000 Shares (of which 1,045,000,000 were domestic Shares
and 355,000,000 were H Shares).

RESERVES

Details of movements in the reserves of the Group during the year
ended 31 December 2022 are set out in the consolidated statement of
changes in owners’ equity.

DISTRIBUTABLE RESERVES

As at 31 December 2022, pursuant to the relevant laws and regulations,
the Company has distributable reserves of RMB456.3 million in total
available for distribution (2021: RMB1,225.3 million).

BANK LOANS AND OTHER BORROWINGS

Particulars of bank loans and other borrowings of the Company as at
31 December 2022 are set out in note (XV), note (XVI), note (XXII) and
note (XXIV) to the financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Group
during the year ended 31 December 2022 are set out in note (VIII) to
the financial statements.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Articles of
Association or the PRC laws that would oblige the Company to offer
new shares on a pro rata basis to existing Shareholders.
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SERVICE CONTRACTS OF DIRECTORS AND
SUPERVISORS

According to the Articles of Association, the terms of service of both the
Directors and the Supervisors are for three years, and all Directors and
Supervisors are subject to re-appointment or re-election upon the expiry
of their term. Each of the executive Directors, non-executive Directors,
independent non-executive Directors and Supervisors has entered into
a service contract generally with a term of three years with the
Company. None of the Directors or Supervisors has or is proposed to
have a service contract which is not determinable by the Company or
any of its subsidiaries within one year without payment of compensation
(other than statutory compensation).

INDEPENDENCE OF INDEPENDENT NON-
EXECUTIVE DIRECTORS

The Company has received from each of the independent non-
executive Directors an annual confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules. The Company considers all
of the independent non-executive Directors to be independent and
remain so as at the date of this annual report.

SECURITIES TRANSACTIONS OF DIRECTORS
AND SUPERVISORS

Securities Transactions of Directors and Supervisors

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 Reporting Period and up to the date of this
annual report.
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INTERESTS AND SHORT POSITIONS OF
DIRECTORS, SUPERVISORS AND CHIEF
EXECUTIVES IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31 December 2022, the interests and short positions of the
Directors, Supervisors and chief executives in any shares, underlying
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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 other wise 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
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follows:

The Company

goo

Approximate
percentage of
interest in the

Approximate
percentage of
interest in the

relevant class total share
Name of Directors/ Nature of Class of Number of of Shares of the capital of the
Supervisors interest Shares Shares Company® Company®
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gooDoon0 Doooooo
gooooono oooo ogood gooad ooogw ooo®@
Mr. Zhang Chuanli®” Beneficial interest Domestic Shares 2,703,000 (L) 0.26% 0.19%
ooooo® goooao goo
Mr. Xiao Dongsheng® Beneficiary of atrust ~ H Shares 3,216,000 (L) 0.91% 0.23%
ooooo® ooooo HO
Ms. Zhou Jinying®-® Beneficiary of atrust ~ H Shares 2,605,000 (L) 0.73% 0.19%
oooooe® gooooa HO
Mr. Shi Lei® Beneficiary of atrust ~ H Shares 586,000 (L) 0.17% 0.04%
oooo®e ooooo HO
Ms. Lian Xianmin®- @ Beneficiary of atrust ~ H Shares 341,600 (L) 0.10% 0.02%
oooooe® gooooa HO
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Notes:

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

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

3) Mr. Xiao Dongsheng, Ms. Zhou Jinying, Mr. Shi Lei and Ms. Lian Xianmin
have been granted the awarded shares under the 2020 Share Award
Scheme and/or 2021 Share Award Scheme. They are deemed to be
interested in the issued share capital of the Company for the awarded
shares which have been granted to them pursuant to Part XV of the SFO.
As at 31 December 2022, Mr. Xiao Dongsheng, Ms. Zhou Jinying, Mr. Shi
Lei (each a Director as at 31 December 2022) and Ms. Lian Xianmin (a
Supervisor as at 31 December 2022) have been granted 2,976,000,
2,465,000, 506,000 and 301,600 awarded shares respectively under the
2020 Share Award Scheme and 2021 Share Award Scheme (representing
approximately 0.21%, 0.18%, 0.04% and 0.02% of all the issued Shares),
all of which have not yet been vested.

4) Mr. Zhang Chuanli and Ms. Zhou Jinying retired as Directors on 18
January 2023, and Ms. Lian Xianmin retired as a Supervisor on 18
January 2023.

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

Save as disclosed above, as at 31 December 2022, none of the
Directors, Supervisors or chief executives or their associates have or
are deemed to have any interests and short positions in the shares,
underlying shares or debentures of the Company or its associated
corporations (within the meaning as defined in Part XV of the SFO),
which were required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
the interests and short positions which they were taken or deemed to
have under such provisions of the SFO), or pursuant to section 352 of
the SFO, required to be entered in the register referred therein, or
otherwise required to be notified to the Company and the Stock
Exchange pursuant to the Model Code.
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INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS IN THE
SHARES AND UNDERLYING SHARES

As at 31 December 2022, to the best knowledge of the Directors, the
following persons (not being the Directors or Supervisors or chief
executives) had interests or short positions in the shares or underlying
shares which were required to be entered in the register referred to in
section 336 of the SFO by the Company or would fall to be disclosed to
the Company under the provisions of Divisions 2 and 3 of Part XV of
the SFO:

Name of Shareholders Nature of interest Class of Shares

oooo oooo oooo
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Approximate Approximate

percentage of percentage of

interest in the relevant interest in the total

Number of class of Shares of share capital of
Shares the Company® the Company®
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INFORMATION RELATING TO
NON-COMPETITION UNDERTAKING

On 24 June 2020, Mr. Liu Xuejing, Ms. Zhang Xiuying, Mr. Liu
Zhiguang, GMK Holdings, Shandong Fengxiang (Group) Co., Ltd.
(“Fengxiang Group”), Shandong Fengxiang Investment Co., Ltd.,
Guangdong Hengqgin Zhengxing Investment Centre (Limited
Partnership), Guangdong Henggin Shangchen Investment Limited
Partnership (Limited Partnership) and Guangdong Henggin Pengtu
Investment Co., Ltd. (collectively, the “Former Controlling
Shareholders”) executed the non-competition undertaking (the “Non-
competition Undertaking”) in favour of the Company.

Pursuant to the Non-Competition Undertaking, the Former Controlling
Shareholders have jointly and severally made irrevocable covenants to
the Company that during the Relevant Period (as defined below), each
of the Former Controlling Shareholders, will not and will procure that its
respective close associates will not:

(@) solely or jointly with a third party, engage in or participate in any
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Procurement of Logistic Services
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