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DaChan Food (Asia) Limited (the “Company” or “DaChan”) is a
conglomerate with operations in the People’s Republic of China
("PRC"), Vietnam and Malaysia. The Company's shares have
been listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) since 2007. The Company (together with its
subsidiaries and its jointly-controlled entities the “Group”) is a
leading fully integrated animal protein product provider whose
products range from feeds, poultry and advanced nutritional

formulas for aquatic animals to processed foods.

The Group has more than 30 factories across the PRC, Vietnam
and Malaysia. Its animal feeds are mainly sold under the brands of
“Green Knight” (455 1+), “Dr. Nupak” (#7218+) and “SOS”, and
chicken meat and processed foods are mainly sold under the brand
of “Sisters’ Kitchen” (2B5£ET=).

The Group distributes its products through well known domestic
and international chain stores, wet markets, online stores,
distributors, and supermarkets. Through its established and
comprehensive sales channels, the Group is well positioned for

rapid growth.

The Group attaches the highest importance to the quality of its
food products. The Group’s high standard quality control have
earned numerous industry awards and recognitions. In 2009, the
Group introduced a pioneering product safety traceability system
for its “Sisters’ Kitchen” products, which enables consumers to
trace product information such as the name of the farmers, the
location of the chicken farms, the feeds consumed by the animals

as well as the name of the food-processing factories.
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The Group endeavours to develop brand-new highly value-added
products by constantly utilizing the latest food science and
technology. By promptly addressing the ever-changing market
demand, the Group has greatly enhanced the quality of customer

service.

VISION

As a company integrating the entire food production chain, from
agricultural source in the upstream, the food researchers and
manufacturers in the midstream, to the mass consumers in the
downstream, DaChan links every section attentively in order to
enhance the efficiency and the value of the entire food production
chain, as well as providing consumers with safe, nutritious and
healthy products and services. We hope each party involved in the
upstream, midstream and downstream of the production chain,
including our staff, shareholders, suppliers, and farmers at the
source of production, will be proud of us. Besides, the Group also
emphasises eco-environmental protection and proactively fulfils
its social responsibilities. Meanwhile, DaChan will be the company
which invests most resources on the innovation and application of
biotechnology and information technology across the industry and
committed to become one of the most respectable companies
and one of the companies that are the most supportive of staff
development in the Greater China Region!
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ot T B B4 COMPETITIVE ADVANTAGES

e TMBBEEFHAESMENBE o Market leader with high brand publicity

e XBREERS —KREFEEBRASN o Highly vertically integrated business with highly efficient
KEBEHERN mode of operation

e ERSIRERBEEE UEAHRR o Strict and high standard of quality control and traceability

B
S

system

e HREERKBEBNEEFERTELEH e  Stable and long-standing relationship with nationally and

[EZRES internationally renowned customers

e AEFRBEREMAEZRLEERMY 7 o Extendable and scalable production facilities and technology

BRTE BEESRATHEZR in major strategic locations across the PRC, Vietnam and
2h Malaysia
e MAERBEYTERWMEMNEEAS . Experienced and dedicated management team
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Chairman’s Statement
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Balanced and efficient development of the white
feather broilers industry chain

“Strengthening and deepening food product
processing operations”
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Chairman’s Statement

Dear Shareholders,

In the past year, under the leadership of former Chairman of
the Board, Mr. Harn Jia-Chen, both the sales and profit of the
Company have increased. The sales and gross profit margin
of the feeds segment in mainland China reversed the trend of
continuous decline in the past few years while the food segment
maintained a consistent growth and the meat segment made
greater profit which has hardly been seen in recent years.
This was mainly attributable to the time factors contributed
by the favorable market condition of white meat chicken, and
the geographical reason that our main breeding grounds are
in northern China where swine fever broke out earlier and
recovered faster, but more important is the cooperation and
cohesion of DFA colleagues and the parent company team of

DaChan Group.

At the time of writing this statement, the COVID-19 was
rampant. A lot of difficulties have been encountered in mainland
China, whether it was the resumption of work of factory workers
to the timeliness and cost of material transportation or the
operations of our catering and baking customers. Fortunately, the
feeds and meat segments in China belong to Non-staple Food
Project (32& -1 T 22 2) supported by the central government,
and thus we have certain policy advantages to resume work and
production. At the same time, our cash flow is stable and our
management team is united and effective, which we strive to
minimize the harm of the epidemic. When the epidemic is over,
the agricultural and livestock food industry in mainland China will
enter a new round of integration, DFA will seize the opportunity
and make use of the advantages of our one-stop service to
continue to expand its food products so as to serve our farming
and food customers. The major customers of the food segment
in China are baking, group meals and catering enterprises,
which were more affected by the epidemic, and we will use
our existing market leading position to strive to expand market
share after the epidemic. Our feeds segment in Southeast Asia is
undergoing the challenges of African swine fever with our peers.
It was not easy that despite pig feeds sales declined in 2019, the

overall performance maintained its growth.
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In 2020, the feeds segment in Southeast Asia will launch a series
of one-stop downstream development cooperation plans while
expanding the categories of feeds livestock horizontally. | would
like to invite our shareholders to witness the transformation of

the feeds segment in Southeast Asia.

According to the resolution of the Board on 6 November 2019,
| assumed the chairmanship of Mr. Harn Jia-Chen on 1 March
2020, while Mr. Sun Teh Hong succeeded Mr. Ou Chang-
Jou as Chief Executive Officer. It is worth mentioning that the
day marked the 40th anniversary of Mr. Ou Chang-Jou joining
DaChan Group. At the beginning of 2019, our Chairman. Mr. Harn
Jia-Chen, shouldered the responsibility and served as Chairman
of the Board at such critical and difficult moment. Together
with our CEO, Mr. Ou Chang-Jou, they led the management
team to work tirelessly and deliver fairly decent results in 2019,
which created a healthier DF platform for me and Teh Hong to
stand on today. For many years, | have been a Board member
of DFA and have a good understanding of the situation of DFA.
| also had certain experience and resources in the Chinese and
international agricultural food industry in the past which will help
me work with Teh Hong and bring DFA to a new stage. | would
like to express my gratitude to the shareholders for their support
to Chairman Harn Jia-Chen in 2019 and | look forward to their

support for me in 2020.

Chairman

Wei Anning

Hong Kong
March 2020
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INTRODUCTION: ABOUT THIS REPORT

The Company (together with its subsidiaries and its jointly-
controlled entities the “Group”) is a leading fully integrated
animal protein product provider whose products range from
feeds, poultry and advanced nutritional formulas for aquatic
animals to processed foods. As the Company’s business
encompasses the entire food production chain, we are keenly
aware of our responsibilities in terms of environmental, social
and governance ("ESG"”) information disclosure. We also
recognise that environmental, social and governance factors are

vital to the Group's future.

This Environmental, Social and Governance Report (the “Report”)
was prepared with reference to the Environmental, Social and
Governance Report Guidelines ("ESG Report Guidelines”)
published by the Stock Exchange. The Report discloses
performance information relating to ESG aspects of the Group
from 1 January 2019 to 31 December 2019. The Report also
serves as an important communications link between the
Company and its stakeholders. It is hoped that the Group can
continue to improve its ESG works under the guidance of
internal and external stakeholders, thereby enhancing production
efficiency, reducing production costs and further improving its
business effectiveness.

The Company’s sustainable development strategy is integral
to its corporate culture and its operating plans for sustainable
development and enhancing the Group's value. To this end, the

Company has developed the following strategic objectives:
>  Establish and enhance consumer confidence in food safety
>  Research, develop and apply biotechnology to recycle

resources, reduce emissions and curb environmental

pollution

—E—NEIBE - B REBHRS Environmental, Social and Governance Report 2019
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>  Establish and optimise a high-quality system for talent

attraction, training and management

> Create a fair, open and just management and work

environment

> Invest in social welfare activities to create a respected
brand image

The Board of directors and all directors of the Group guarantee
that this Report contains no false records, misleading
statements or major omissions, and bear individual and collective

responsibility for the truthfulness, accuracy and completeness of

its contents.
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SUBSTANTIVE ANALYSIS OF THE ISSUE

In accordance with the requirements of the Stock Exchange
ESG Report Guidelines and with reference to the process of
substantive analysis issued by the Global Reporting Initiative
("GRI"), the Group collects and records major stakeholders’
issues of concern and the result of the evaluation of importance
of each issue through questionnaires, interviews and other
means. It then conducts analysis and sequencing the importance
in order to confirm the substantive (importance) issue in
environmental, social and governance of the Group and discloses
in the report. (As shown below)

EEUBEIMN

&SIE%%E Driving local economy
ocia
participation . .
RES
. Anti-corruption

HEIRE

Community BEMEER

investment Packaging materials management
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ENVIRONMENTAL PROTECTION

EMISSIONS

The Group strictly complies with the Environmental Protection
Law of the PRC ({(FZEARKLFBEIRIEIRE L)), Emission
Standard of Air Pollutions for Boiler of PRC ({fhZE A R FE
ih BRI EYMPERIZA)), Water Pollution Prevention and
Control Law of the PRC ({/#E A R FEMEIKI52E57%)) and
all other applicable laws, regulations and standards. In 2019, the
Group’s facilities maintained stable operations and there were
no significant environmental pollution as well as environmental

violations that had a significant impact on the Group.

The Group actively implements environmental protection, energy
conservation and emission reduction, and has formulated relevant
environment protection management system that involves the
use of energy, resources, packaging materials and emissions of
pollutants, and are managed by the engineering department. In
processes of production and operation and by heating northern
plants during winter, the Group emits nitrogen oxides, sulphur
oxides and particulate matter due to the burning of coal, natural
gas and biomass, direct greenhouse gases from the burning of
coal, natural gas and biomass, and indirect greenhouse gases

generated by consumption of electricity.
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To reduce greenhouse gas emissions, in 2015 the Group began
the phased replacement of coal-fired boilers with clean energy
boilers. Emissions of nitrogen oxides, sulfur oxides, particulate
matter and greenhouse gases have also been significantly
reduced by adjusting industrial operational processes, improving
production technology, increasing environmentally friendly
facilities, and engaging qualified environmental protection
institutions to perform certain professional operations. This has
brought the Group’s pollutant emissions levels to below those
mandated by national and regional emissions standards. As of
the end of 2019, the Group had completed the upgrading of
clean energy boilers for its plants in Shenyang, Yingkou, Harbin,
Tianjin, Yucheng, Cangzhou, Bengbu, Sichuan and Hunan, and
completed upgrades of desulphurisation facilities for coal-fired

boilers at the plant in Dalian.

In 2019, the Group significantly reduced emissions of exhaust
gas and greenhouse gases by using clean energy methods as
compared to the traditional coal-fired boiler method. The Group’s
use of natural gas and biomass energy is equivalent to replacing
7,150.66 tons of standard coal, which has reduced greenhouse
gas emissions by 5,677.09 tons of carbon dioxide, 60.15 tons of
sulfur oxides, 46.11 tons of nitrogen oxides, and 68.72 tons 1 of

particulate matter equivalent.

The Group invested in the purchase of sewage treatment
plants and construction of sewage treatment stations. These
use physical, chemical and biological methods to remove
suspended solids in wastewater, biological oxygen demand,
chemical oxygen demand, ammonia nitrogen and phosphorus,
which are major substances causing water pollution. The treated
waste water is in compliance with the Integrated \Wastewater
Discharge Standard (GB 8978-1996) ({35/K4RAHEIZAEY),
Discharge Standard of Water Pollutants for Meat Packing
Industry (GB 13457-1992) (PRI T T R/K5RMBEMIZAE))
and Discharge Standard of Pollutants for Livestock and Poultry
Breeding (GB18596-2001) ((EE &BIEF)5 A MHE IR ).

—E-NFRE - 2 REJEIRE Environmental, Social and Governance Report 2019
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The Group is highly concerned about the disposal of waste. The
waste generated by its subsidiary enterprises for the year 2019
was disposed properly. Hazardous wastes such as waste oil,
waste light tubes, etc, were disposed by companies possessing
environmental protection qualifications. General wastes such
as slag, sludge, livestock manure, etc, were sold by the Group
to third party companies for reused as building materials or
organic fertilisers. Recycling of waste packaging materials, scrap
metal, etc. through sales to third-party companies. Industrial
wastewater pollutants such as COD and ammonia nitrogen are
treated and disposed along with sewage treatment, fulfilling
discharge standards, achieving waste reduction, recycling and
harmless disposal. The Group's food factory located in Cangzhou
replaced the cloth with hand-washing powder to clean the dirt
at the operation site, reducing the amount of waste cloths. After
the Tieling Meat Factory was transformed by the new sewage
treatment process, not only the amount of sludge generated
decreased significantly from 202 tons in 2018 to 16.2 tons, and

also enhanced ammonia nitrogen removal.

During 2019, Bengbu electric slaughter plant, Bengbu food
factory and Dalian Gong plant have completed the sewage
reconstruction work. Among them, the Bengbu electric slaughter
plant RMB2.5124 million in sewage reconstruction according
to the government’'s proposed sewage treatment standard
and new total phosphorus and nitrogen discharge standards.
The daily sewage treatment capacity after the transformation
was increased from 1,200 tons to 2,000 tons, which was in
full compliance with emissions. Bengbu food factory invested
RMB120,000 to build a sewage pool heating shed, which not
only helps to collect and deal with the peculiar smell of the pool,
but also enhances the microbial activity in the sewage and thus

improves the wastewater treatment effect.

—E-hFBE - 2 RERIRE Environmental, Social and Governance Report 2019
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Sewage treatment equipment of the meat factory at

Bengbu
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USE OF RESOURCES

The Group strictly implements laws and regulations, standards
and local regulations on energy conservation, such as the
Energy Conservation Law of the PRC ({fhZE A R HE R &4 AE
JR5%)), the Renewable Energy Law of the PRC ((FEEAR K
ME AT B EREJR)A)) and Law of the PRC on the Promotion of
Clean Production ((F#E ARKEMEEREEREL)), as well
as applicable provisions for the prohibited or restricted use of
or eliminating outdated technologies, processes and products.
The Group regularly introduces new technologies, materials,
processes and products to reduce its consumption of energy,
water and other resources, enhance its utilisation efficiency of
resources, strengthen the recycling of resources, and reduce

waste.

In terms of use of energy, the Group mainly consumes
electricity, natural gas, coal and biomass during its operation.
The Group actively practices the concept of energy saving and
consumption reduction, to replace traditional coal-fired boilers
with clean energy boilers, which has reduced its consumption of

coal and effectively increased its energy use efficiency.

IR R Ah R R s

Boiler transformation in the food factory at Bengbu

—E-NFRE - 2 REJEIRE Environmental, Social and Governance Report 2019
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In respect to use of water resources, the Group’'s supply
is mainly from municipal and groundwater sources, and no
problems is occurred when sourcing applicable water source.
The Group pays high attention on management of the use of
water resources, which is rigorously managed through strict
implementation of the Water Law of the PRC ({FZE A RN
Bl7K3%)), the Law of the PRC on the Prevention and Control
of Water Pollution ({2 AR FEMBEKIFEETAE)), and other
relevant laws, regulations and standards. The Group educates
employees water-and resourcesaving ractices, encourages them
to reuse water in order to eliminate waste water and minimize
water consumption and wastewater generation. In 2019, each
factory of the Company carried out measures such as water-
saving reconstruction according to their actual production and
operation conditions. For example, the Dalian IBF1 meat products
factory has strengthened the management of all water pipelines
and valves in the workshop during the year to prevent the loss
of water resources caused by “running, surfacing, dripping and
leaking”. Meanwhile the factory properly used the recycled water
to replace clean water in according to the working principle of the
sausage machine, and under the condition of ensuring normal
production, the pressure of water supply was appropriately
reduced, thereby saving about 8,000 cubic meters of water per
month. In 2019, the food factory at Bengbu strengthened its
water-saving awareness by including the water consumption of
each team in its annual assessment, resulting in 37,001 cubic
metres less water consumed than in 2018.

—E-hFBE - 2 RERIRE Environmental, Social and Governance Report 2019
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In respect to the consumption of other materials, such as
packaging materials and papers, the Group has taken various
measures to increase the recycling and reuse of packaging
materials and reduce consumption by limiting packaging volume
and weight. The Group has also adopted the application system
for office automation, reduced consumption of office supplies,
encouraged the reuse of paper, and advocated the creation of a
paperless office. In 2019, in order to reduce the consumption of
packaging materials, the Group’s feeds mill strongly encouraged
farmers to promote bulk feed. The Company invested in the
construction of bulk finished product storage facilities, and used
bulk tankers to transport feeds to the client’s feeds tower to
ensure the feed did not land, which not only reduced the use
of packaging materials, but also reduced the costs of farmers.
According to the statistics, the Group produced 167,140 tons
of bulk feeds in 2019, representing an increase of 53% as
compared with 2019, but the use of 174 tons of packaging
materials were reduced through the above methods.

ENVIRONMENTAL AND NATURAL RESOURCES

The Group profoundly understands the direct relationship between
sustainable development and competitiveness. The energy
consumed and waste generated by business activity does make
an impact on water, air and soil resources, and therefore on the
ecosystem. The Group also recognises the importance of balancing
economic, environmental and social needs. Therefore the Group
implements a range of measures for environmental protection
and sustainable development, complies with all government
environmental protection standards and policies, and strives to
operate in a responsible manner which balances the need for

production with minimising its environment impact.

All subsidiaries of the Group continuously introduce technical
refinements and innovations to source control and end treatment
with the purpose of fulfilling targets for reducing, reusing, recycling
and renewing natural resources, reducing emissions and waste,
improving the utilisation efficiency of natural resources, and
minimising the effect of the operation on the environment and

natural resources.
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Environmental Key Performance Indicators

Total water consumption (unit: cubic metre)

Water consumption density (unit: cubic metres/RMB ten
thousand revenue)

Sewage production® (unit: cubic metre)

Domestic sewage production (unit; cubic metre)

Industrial wastewater production (unit: cubic metre)

Sewage treatment capacity® (unit: cubic metre)

Domestic sewage treatment capacity (unit: cubic metre)

Industrial wastewater treatment capacity (unit: cubic metre)

Total power consumption (unit: KWh)

Power consumption density (unit: kWh/RMB ten thousand
revenue)

Natural gas consumption (unit: standard cubic metres)

Coal consumption (unit: ton of standard coal)

Biomass consumption (unit: ton of standard coal)

Comprehensive energy consumption (unit: thousand kWh)

Comprehensive energy consumption density (unit: thousand
kWh/RMB ten thousand revenue)

Sulfur oxide emissions (unit: ton)

Nitrogen oxide emissions (unit: ton)

Particulates emissions (unit: ton)

Total greenhouse gas emissions’ unit: ton of carbon dioxide
equivalent)

Direct greenhouse gas emissions {unit: ton of carbon dioxide

equivalent)
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BRI
Feed mill
120,993.41*

0.28

5 K Not involved

A% & Not involved

23,675,548.32

54.07
1,910,731.60
2,921.32
1,689.93
46,822.86

0.1
18.92
19.39
2246

26,251.61

11,807.16

CETE
Food factory
2,512971.18

6.87
1,819,369.92
168,111.88
1,651,258.04
1,819,369.92
168,111.88
1,651,258.04
84,361,483.24°

230.74
2,263,423.60
1,722.65
1,879.54
105,761.30

0.29
2183
3573
22.36

64,978.01

13,509.07
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REFEENER
Environmental Key Performance Indicators
Ll RRE
Feed mill Food factory
REBEREHNE (B B-E(tRkER) Indirect greenhouse gas emissions {unit: ton of carbon dioxide
equivalent) 14,444.45 51,468.94
BERBINEE (B M- E{iEE /B2 Greenhouse gas emission intensity (unit: ton of carbon dioxide
equivalent/RMB ten thousand revenue) 0.06 0.18
AEEENNEEE (B TR) Total weight of Hazardous waste (unit; kg 740.00 16,052.50
Bk (B TR) Waste il {unit: kg) 740.00 14,110.00°
BEEE (B Th) Waste lamp (unit; kg) %R Not involved 564.50
B (Ef: T3) Waste cloth (unit: kg) R Not involved 159.00
BEETEREND: TR) Wiaste and obsolete electronic products (unit: kg) B Not involved 1,219.00
BERENNEES (B H) Non-hazardous waste generation intensity (unit; ton) 292.85 4,298.65
JE (0 - 1) Slag (unit: ton) 292.85 1,046.00
5 (BN 1) Sludge (unit; ton) TH R Not involved 2,205.07
RRRLEE () Sick and dead livestock (ton) A5 R Not involved 661.21
EREE(W) Livestock manure (ton) 5 & Not involved 135.42
TEEKAAMEEEE (B 1) Industrial wastewater pollutants chemical oxygen demand (unit;
ton) 35K Not involved 23836
TERKSRMARN (B : UE) Industrial wastewater pollutants ammonia nitrogen (unit; ton) K Not involved 12.59
EERBNNELEE (B 18/ B8R Non-hazardous waste generation intensity (unit: ton/RMB ten
thousand revenue) 0.00 0.01
BEMBREFERE (B 5) Total usage amount of packaging materials {unit: ton) 1,857.62 4,200.02
A (BN - 1) Carton (unit: ton) K Not involved 2,77351
SR (B - 1) Plastic (unit: ton) 1,857.62 1,237.04
HihBRMH (B - 1) Other packaging materials (unit; ton) 5% & Not involved 189.46
BEVREEERUES (BN 1B/ Brel) Packaging materials per unit proportion (unit; tor/RMB ten
thousand revenue) 0.00 0.01

ZE-NEFRR - HERE

AE

Environmental, Social and Governance Report 2019

19



20

RIE - HERERRSE
Environmental, Social and Governance Report

AHEAHBERREGERERRE &5

EE &5 BES &0 KE - RER
Mo B SR S R m)I 13 R
B o AR - ZE—NAFEREE RS E WA
BT \FEARAES  BRBRREENE
MEM - AR  KER - P ERRA
BiEs - BEATEEE2RAEKESD -
ARERMBEBBREGEFERE - K& - #
BB TN AN KR 7 EME R &R
BUARTFEREE N TEBMTM2EERR
BREAEERR

REBEANBR - T NEETEESKER
% %$$f§ﬁﬁﬁﬁﬁ§%i§&i?ﬁ%@%ﬁ7ﬁ§ o =
T NFEURTBRENFARBEKEHNREER
2REKE -
REBRRBIEEEBRRTEETREK &
EEKEEBIET D BOR5KEBEERE
TR EIZHE -

B DB mEH2 TR - 2RI
£ REZERBEHMEN - RESEMNT XE
ERENEEERRE -
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The feed mill data in this report include feed mills in 13 regions, including
Harbin, Changchun, Changtu, Shenyang, Huludao, Yingkou, Dalian, Tianjin,
Cangzhou, Yucheng, Bengbu, Hunan and Sichuan.

The food factory data in this report include food factories in 7 regions,
including Tianjin, Dalian, Tieling, Liaoyang, Luzhou, Cangzhou and Bengbu.

The Group's feed mills improved their indicator collection system in 2019
and began to disclose the total water consumption of production and living
during the year. The water consumption of feed mills disclosed before 2019
was the water consumption of the production process.

The Group's feed mills do not produce industrial wastewater during the
production process, and the amount of domestic sewage generated is very
small, and they are discharged in accordance with relevant standards after
being treated by waste water treatment facilities.

Due to the replacement and maintenance of refrigeration, evaporation, and
cooling in some food factories, the freezing time was prolonged, and the
power consumption was increased due to the influence. At the same time,
the power consumption data of Dalian food factory was increased.
References of greenhouse gas emissions: General Pr inciple for Calculation
of the Comprehensive Energy Consumption of the PRC (GB 2589-90) (&
E£ARLMBBERIEELRS GEFEFTE®AI) |, the China Energy Statistical
Yearbook({F B gEJRATF Z£)), 2006 IPCC Guidelines for National
Greenhouse Gas Inventories ({2006 FIPCCEIZAZEREEY KIEFM)),
Appendix 2 Reporting Guidance on Environmental KPIs ((Mff $:= : 1835
RIBEWIRIZZERIES]) ) of “How to Prepare an ESG Report” ({ERfa] IR
5 & NMERTIE)) issued by the Stock Exchange and Notice Regarding
Carbon Emissions Reporting and Verification and Emissions Monitoring
Program for the years 2016 and 2017 issued by the General Office of the
State Development and Reform Commission {( BIR RN E L it A FER
PMEF2016 ~ 2017 FEHRPEHRS xS RBERE R 52T TENB
%1) In 2019, the Group's Cangzhou food factory carried out comprehensive
maintenance on the freezer and replaced the engine oil.
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SOCIAL

EMPLOYMENT

The Group strictly complies with relevant laws and regulations
such as the Labor Law of the PRC and the Labor Contract Law
of the PRC. In order to standardize employee management, the
Group requires its member to fully implement the requirements
described in its Employee Handbook. The Handbook
contains human resources policies in relation such matters
as employment, termination of employment, attendance,
salary and benefits, training and development, performance
appraisals, codes of ethics for employees and management,
the anti-corruption campaign “Sunshine Project” (53¢ 512l),
management systems for reward and punishment, security
and confidentiality, communication and interaction. In 2019,
the Group revised the Employee Handbook in accordance with
the development of the Group and the evolution of laws and
regulations, providing detailed guidelines for employees to abide

by the law and discipline during their employment.

In accordance with the job planning and key performance
indicators of positions, the Group recruits and selects suitable
personnel that are suitable for the Group's corporate culture and
the requirements of the position. In the process of personnel
selection and hiring, the Group insists on making the recruitment
open, and each candidate must be interviewed by the human
resources center and the demand department before being
employed. We will design professional written test questions for
more professional posts to ensure equal selection of competitive
opportunities and transparent process. Through overseas
recruitment websites and social platforms, we invite people
of insight from different nationalities, household registrations,
nationalities, beliefs, and education backgrounds to join the
Group, and are committed to creating a good employer brand

image among the industry elites.
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In terms of performance appraisal, the Group’s human resources
center will conduct regular mid-year and year-end appraisal of
employees twice a year in accordance with the company’s goals
and tasks in order to retain outstanding talents for the Group.
In addition, based on the results of the assessment, the Group
performs appropriate job adjustments and job rotations, so that
talents can play the most effective role in suitable positions and
realize employees’ own value. The Group also encourages and
promotes the continuous growth and progress of employees
by implementing corresponding performance bonus incentive
schemes for employees in different job categories, and selecting

appropriate talents for key retention every year.

In terms of remuneration, we are committed to creating a
complete remuneration and benefit system and providing market-
competitive remuneration and benefits. In 2019, based on the
salary survey results in the same industry, the Group readjusted
the compensation strategy based on the current salary level and
salary structure, and gradually realized the implementation of the
salary strategy by means of salary adjustment and adjustment of

the fixed-floating ratio of salary.
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In terms of employee welfare and care, the Group has established
a legally-compliant employee welfare protection system. Each
business unit of the Group provides canteens for employees
to dine, dormitories for foreign employees, and formulated
management requirements for canteens and dormitories, and set
up positions such as cleaners and waiters to provide employees
with a full range of services to ensure that the staff's boarding
and lodging environment is clean and tidy. The Company
distributes welfare products to employees in accordance with
the Group's welfare standards every major holiday such as the
Spring Festival, Dragon Boat Festival, Mid-Autumn Festival,
etc. Each business unit will co-organize staff birthday party for
employees who have birthdays in that month, gifts were given to
employees despite levels to congratulate them. The immediate
family members of the employees passed away, the Group
sent burial money to express condolences. In addition, various
business units of the Group hold irregular cultural events, such
as gala, sports meets, sightseeing tours, etc., to encourage staff

morale and improve team cohesion.

In terms of holidays, the Group implements a vacation system in
accordance with national regulations and provides additional paid
holidays such as maternity leave, paternity leave, breastfeeding
leave, annual leave, and sick leave on the basis of national

statutory holidays.

As at the end of 2019, the total number of employees of the
Group was 8,412. During the Reporting Period, the Group did
not have any major violations of relevant laws and regulations
in terms of personnel recruitment, employment, dismissal,
remuneration, working hours, holidays, equal opportunities,
diversity, anti-discrimination and other employee employment.

—E-NFRE - 2 REJEIRE Environmental, Social and Governance Report 2019
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ﬁﬁaﬁfﬁﬂu%}ﬁ Mﬁ E Hﬁfﬂ PERCENTAGE OF EMPLOYEES BY AGE GROUP
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Health and Safety

The Group pays close attention to the health and safety of its
employees and operates in compliance with the Work Safety
Law of the PRC ({(FRFZEAREMBEIZ 2 EEE)), the Law of the
PRC on the Prevention and Control of Occupational Diseases
((PEARKFIRBZERA5%)), and other applicable laws,
regulations and standards. The Group adheres to the principle
of “safety first, prevention is the key" in the production process
with an aim of maintaining a safe and healthy work environment.
In 2019, the Company was not in violation of any laws and
regulations concerning health and safety. The Group implements
a Code of Safe Operating Practices ((Z2#{ER F25FAI)) for its
plants, engaging specialised safety personnel, organising regular
fire drills, and carrying out production safety inspections and
appraisal activities. Staff benefits cover annual and regular clinical
examination expenses, occupational medical examinations,
and obtaining health certification. The Group has also taken out
employer’s liability and commercial life insurance to provide
comprehensive insurance coverage and secure working

environment to employees.
DEVELOPMENT AND TRAINING

The Group is committed to providing a long-term career to its
employees, with an emphasis on upgrading and developing
their professional skills. According to different positions and
ranks of employees, targeted training courses are designed and
corresponding training programs are carried out to continuously
improve employee management and professional skills and

promotion opportunities.

In 2019, the Group improved employees’ individual abilities
through online and offline and internal and external training.
Relying on the learning platform, the Group has established a
database of corporate professional fields and an informatization
training chain, opening up online, offline, corporate and personal
information sharing paths, improving the timeliness of front-end
data of each functional module, and ensuring that all employees
of the department receive the latest real-time professional

information Management tools.
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During the year, the Group refined its DaChan College of Food
and Animal Husbandry (RAXEERERT k& #HEF7) professional
learning platform, and its Human Resources Centre produced
more than 300 videos totaling nearly 2,600 minutes of
education on topics such as business, production, research and
development and quality assurance for more than 1,200 staff to

provide online professional training for employees.

Each business segment completes the training of department
employees according to business and work needs, with the
courses covering eighteen courses including cooperate culture,
rules and regulations of the Group, business management and
related knowledge of logistics and distribution, which provides
employees with fundamental knowledge of a better way to work
and integrate into the enterprise. In terms of sales management
talent training, the Group launched the first batch of six-month
sales manager training camp this year. Specially-appointed senior
lecturers in the industry designed an orientation course system
including comprehensive management techniques for customer
relationship management, team marketing control, key account
sales skills, and stress management to improve the skills of sales
staff.

In terms of employee development, the Group implements a
personalized talent development project. Through systematic
inventory of talents, the Group taps and establishes the talent
pool of the Group, and plans for high-potential talents, echelon
talents, and successor talents. At the same time, with the
help of the function of the learning platform, the Group has
gradually launched a number of career assessment tools to
provide professional support for the employment department
to maximize the capabilities of employees while developing
the potential capabilities of employees and providing personal
development plans. The Group provides employees with
opportunities for job rotation, job rotation, etc., to truly realize
the promotion mechanism of employees in actual positions, and
implements the dual-channel promotion route of “professional

channels” and “management channels”.
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FE—EARKEEHEELIEANRE
The First DaChan Group Sales Manager Training Camp
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DaChan Group Food Segment Hotpot Specialist
Training

LABOUR STAN DARDS

The Group complies with the Labour Law of the PRC (/%
AR HFBEIAEh%)) and the Regulations on the Prohibition of
Child Labour ((ZI-{EFRETRED). It accordingly prohibits the
employment of child and forced labour in all positions, and it
reviews employment practices at regular intervals to ensure that
no violations have or may occur. Employees who wish to lodge
complaints about the Company’s operation, their treatment,
or who wish to report on breaches of the law and/or Company
regulations, may do so via designated e-mail and telephone
channels, or by ordinary post. During the 2019, the Group did not
violate any of the abovementioned laws and regulations.
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SuppPLY CHAIN MANAGEMENT

The Group manages the entire animal protein (including meat,
egg and milk) supply chain from farm to table and uses resources
and technologies comprehensively in various areas such as
factories and the Internet to establish a traceable product supply
chain in order to create highest value for consumers, employees,
shareholders and suppliers. “Providing reliable and safe foods to

consumers” is the strength and the mission of our Group.

The Group attaches great importance to the process of
selecting suppliers and continuous management. It implements
green procurement policies to select suppliers which value
environmental protection and corporate social responsibility,
and establishes a set of efficient and comprehensive supplier
management system that inspects supplier qualification and
compliance, hardware facilities, system management, food
safety risks, supply capacity, and supply quality performance
evaluation to ensure that suppliers comply with food safety
requirement its procurement policy. In future, In the future,
the Group will include a review of pollutant emission permits
for manufacturing companies in the qualification review of the
“Supplier Management Procedures”, requiring suppliers to
attach great importance to environmental protection and respond

actively to national environmental protection policies.
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Since 2008, the Group has begun to operate and establish a real-
name traceability management system, and have maintained a
real-name traceability system for food safety since 2014. The
system includes unified green farm standards, meat safety
pointer detection, product batch management, and quadruple
management mechanisms for traceability and recall of product
circulation. The Group follows the operational management
principle of unified chick supply, unified materials, unified
immunisation, unified medication and unified recycling principles.
Based on these, the Group implemented its supply chain
management and real-name traceable system. The traceability
information and monitoring results of feed-farm-meatfood are
recorded in a safe and reliable back-end system in real time,
realising real-time and dynamic “4W" (who, when, where,
what) monitoring control to ensure the integrity of the industrial
chain, the transparency of product sources and the safety of the

product.

The Group and Intertek Group, a third-party international
certification body, jointly launched a “safety traceability” ([ % /L)
MR ) strategic cooperation programme. Intertek performed
stringent system reviews and on-site verifications of feed plants,
farms, slaughterhouses and processing plants in the Group's
supply chain. As of the end of 2019, 16 Group plants had been
certified by Intertek.
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The Group attaches importance to common development with
suppliers. While improving its own food safety, a mechanism
has been established for sharing information with suppliers,

including:

1. the food safety regulations commissioner regularly pushes
the status of updates on food safety related laws and
regulations to suppliers, prompting suppliers to update the
laws, regulations and standards in a timely manner, and
managing in accordance with regulations, which improves

the legality and safety of suppliers’ products;

2.  the supplier management specialists share new
international and domestic food testing technologies and
equipment, as well as new food production processes and
equipment by organizing training exchange meetings and
on-site exchanges to improve supplier quality control and

production capabilities.

Meanwhile, the Group also establishes a supplier on-site
assistance mechanism: by appointing a supplier management
commissioner to guide the supplier to optimize the food safety
management system, help suppliers with major abnormalities
in the supply of products to provide on-site rectification ideas
and methods, and organize suppliers visiting and studying in
factories within the Group has achieved food safety and quality

co-governance.
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ProDUCT RESPONSIBILITY

The Group is in strict compliance with the Food Safety Law of
the PRC ({REARFEMBE R MEE%E)), the Product Quality
Law of the PRC ({(FZE AR KB EREE)%X)), the Metrology
Law of the PRC ({fF#E AR K HMEIFTE7%)), the Law of Animal
Epidemic Prevention of the PRC ({f 2 A R LTI &) ¥F7 5%
7)), Work Safety Law of the PRC ((FEARKEMEL 24
%)), Advertising Law of the PRC ({Fh3E AR FIBE S
7%£)), Law of the PRC on the Protection of Rights and Interests
of Consumers ((FZEAREMEEEEEZIREE)) and Law
of the PRC against Unfair Competition {1 % A B HAE & A 1E
&3 A )and other relevant laws, regulations, standards and
requirements. During 2019, the Group had not violated any of
the abovementioned laws and regulations, nor was it subject of
any material litigations or complaints due to food safety, product

quality, intellectual property or data security.

With the Food Safety Law of the PRC as the principle, the
Group has established a sound food safety management
system based on standardized systems such as 1SO22000 and
HACCP, and strictly implements raw material procurement
inspection, production process control and product factories
inspection system to ensure safe and healthy food is provided
to consumers. In 2019, the Group’s product quality and safety
inspection rate was 100% while the production inspection
pass rate and recall rate were 100% and zero, respectively. In
order to ensure product quality and safety, the Group increased
investment in talent training and hardware facilities for product
testing. At present, the food and meat system of the Group

has about 200 people engaged in quality control inspection
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and testing, with over RMB20 million invested in quality
management and testing costs throughout the year. In order
to ensure food safety, the Group has increased investment
in precision equipment and owned the liquid chromatography
mass spectrometry (LC-MS-MS), gas chromatography mass
spectrometry (GC-MS-MS), atomic fluorescence, atomic
absorption and other advanced domestic and international testing
equipment. In order to enhance the inspection capability, the
Group established the Dalian food inspection center, Tianjin
inspection center and Bengbu DaChan Food Inspection Center,
all of which have obtained recognition by the China Nation
Accreditation Service for Conformity Assessment (CNAS). The
Group has established a sound management system in terms of
personnel, technology, equipment and management to ensure
product quality and safety.

Innovation in product technology and food formula are the
favorable guarantees of the Group to maintain brand advantage.
Therefore, the Group attaches great importance to the protection
of intellectual property rights. The scope of the Group's
intellectual property rights includes: patent rights, formulation
rights, trademark rights, trade secrets and other intellectual
property rights. The Group has formulated relevant intellectual
property management norms, and has actively taken measures
to prevent and reduce intellectual property infringements such
as trademarks and patents. The Group lists technical documents,
formulas, experimental records, production procedures,
innovative equipment, patents, business data, etc. which have
economic value as business secrets. The employees of the
Group have a duty of confidentiality to ensure that confidential
information is not leaked while violators will be dealt with in
accordance with the relevant regulations of the Group and held
legally responsible. The main product formula of the Group’s
food business system implements a confidential hierarchy
management system, which is controlled by the core technical
team of the R&D center and guided by the highest R&D
supervisor. Under national regulations and guidance, in 2019, the
Group's biotechnology research and development has obtained
a total of 15 utility model patents, and another 3 biotechnology
invention patents have entered the substantive examination. The
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feeds segment had 5 invention patents entered the substantive
examination while there were 10 invention patents in the food
segment system. Bengbu Dachan has been recognized by Anhui

Provincial Technology Center during the year.

ANTI-CORRUPTION

In accordance with the requirements of the Anti-Unfair
Competition Law of the PRC ((FZEAREFMBER T IEZHFE)),
the Anti-Monopoly Law of the PRC ({FPEE A R FIE < BEHTE))
and other laws and regulations relating corruption and bribery,
the Group has implemented a Code of Ethics for Employees ({&
TEEESTA)), Code of Ethics for Senior Officers ((EE A B
B3 :E=<78))) and the Sunshine Project and its Implementing
Measures ({F5 58I R EMAIAID) and supervised their adoption
at its subsidiaries. The Group's Sunshine Plan, one of the basic
system, requires all employees to disclose the nature of their
relationships with fellow employees, customers and suppliers,
including any gifts that may have been exchanged within
these relationships, for the record as a deterrent to bribery,
fraud, money laundering and extortion. The Group requires all
employees to consciously protect the legitimate interests of the
Company, comply with relevant laws and regulations of the PRC,
observe company policies, and act in strictly accordance with
regulations and procedures established by business contracts.
This includes a prohibition from offering gifts in any form to
direct supervisors or other personnel involved in managing or
supervising their duties. The Company'’s reporting policy allows
employees, customers, and suppliers to report suspected cases
of misconduct, fraud, and violations to the Audit Office of the
Group’s Audit Committee through 800 reporting emails, audit
telephones, and written methods. In 2019, there were no major
violations of laws and regulations by the Group in respect to

bribery, extortion, fraud and money laundering.
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Public welfare activity of DaChan Food (Hebei) Co., Ltd.

COMMUNITY INVESTMENT

As a socially responsible food company, the Group has long
been active in public welfare and environmental protection
and is committed to making a positive contribution to the
economies and societies of the countries in which it operates.
Winter was coming and the chill was getting stronger. In order
to let the underprivileged people feel the warmth of winter,
and in response to the local government'’s policy of “thousand
enterprises helping thousand villages”, on 16 November 2019,
the Precision Poverty Alleviation Team of DaChan Food (Hebei)
Co., Ltd. came to Dawentai Village, Gaozhai Town, Mengcun
Hui Autonomous County, Hebei Province with the Helping the
Poor Village Committee Branch Secretary and village chief,
and carried out an event with theme of “Sending Warmth in
Winter and Caring for People” by sending rice and noodles
to the underprivileged households in the village for a warm
winter. On 18 December 2019, Anren Town, Yucheng City,
Shandong Province organized a warm winter event named
“Never Forget Your Original Intention, Help the Underprivileged”
in town conference room. During this event, Shandong Dachan
Biotechnology Co., Limited, a subsidiary of the Company,
donated 200 sets of quilts to help people in need to spend a

warm winter.
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Public welfare activity of DaChan Shandong Yucheng
Co., Ltd.
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