APPENDIX | ACCOUNTANTS’ REPORT

The following is the text of a report set out on pages I-1 to I-2, received from the Company’s
reporting accountant, BDO Limited, Certified Public Accountants, Hong Kong, for the purpose of
incorporation in this prospectus.

ACCOUNTANTS’ REPORT ON HISTORICAL FINANCIAL INFORMATION TO THE DIRECTORS OF
SHANDONG FENGXIANG CO., LTD. AND SOUTHWEST SECURITIES (HK) CAPITAL LIMITED

Introduction

We report on the historical financial information of Shandong Fengxiang Co., Ltd. (1115 JBURE B /5
IR, the “Company”) and its subsidiaries (together, the “Group”) set out on pages |-4 to -89,
which comprises the consolidated statements of financial position of the Group and the statements
of financial position of the Company as at 31 December 2016, 2017, 2018 and 2019, and the
consolidated statements of comprehensive income, the consolidated statements of changes in equity
and the consolidated statements of cash flows for each of the years then ended (the “Relevant
Periods”) and a summary of significant accounting policies and other explanatory information
(together, the “Historical Financial Information”). The Historical Financial Information set out on
pages I-4 to 1-89 forms an integral part of this report, which has been prepared for inclusion in the
prospectus of the Company dated 30 June 2020 in connection with the initial listing of the H shares of
the Company on the Main Board of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

Directors’ responsibility for the Historical Financial Information

The directors of the Company (the “Directors”) are responsible for the preparation of the
Historical Financial Information that gives a true and fair view in accordance with the basis of
presentation and preparation set out in notes 2 and 3 to the Historical Financial Information
respectively, and for such internal control as the Directors determine is necessary to enable the
preparation of the Historical Financial Information that is free from material misstatement, whether
due to fraud or error.

Reporting accountants’ responsibility

Our responsibility is to express an opinion on the Historical Financial Information and to report our
opinion to you. We conducted our work in accordance with Hong Kong Standard on Investment Circular
Reporting Engagements 200, Accountants’ Reports on Historical Financial Information in Investment
Circulars issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA”). This standard
requires that we comply with ethical standards and plan and perform our work to obtain reasonable
assurance about whether the Historical Financial Information is free from material misstatement.

Our work involved performing procedures to obtain evidence about the amounts and
disclosures in the Historical Financial Information. The procedures selected depend on the reporting
accountants’ judgement, including the assessment of risks of material misstatement of the Historical
Financial Information, whether due to fraud or error. In making those risk assessments, the reporting
accountants consider internal control relevant to the entity’s preparation of the Historical Financial
Information that gives a true and fair view in accordance with the basis of presentation and
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preparation set out in notes 2 and 3 to the Historical Financial Information respectively in order to
design procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the entity’s internal control. Our work also included evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by
the Directors, as well as evaluating the overall presentation of the Historical Financial Information.

We believe that the evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Opinion

In our opinion, the Historical Financial Information gives, for the purposes of the accountants’
report, a true and fair view of the Company’s and the Group’s financial position as at 31 December
2016, 2017, 2018 and 2019 and of the Group’s financial performance and cash flows for the Relevant
Periods in accordance with the basis of presentation and preparation set out in notes 2 and 3 to the
Historical Financial Information respectively.

Report on matters under the Rules Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”) and the Companies (Winding Up and Miscellaneous Provisions) Ordinance

Adjustments

In preparing the Historical Financial Information, no adjustments to the Underlying Financial
Statements as defined on page I-3 have been made.

Dividends
We refer to note 14 to the Historical Financial Information which states that no dividends have
been paid by the Company in respect of the Relevant Periods.
BDO Limited
Certified Public Accountants

Wong Kwok Wai

Practising Certificate no.: P06047
Hong Kong

30 June 2020
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I.  HISTORICAL FINANCIAL INFORMATION OF THE GROUP
Preparation of Historical Financial Information

The consolidated financial statements of the Group for the Relevant Periods, on which the
Historical Financial Information is based, were audited by us in accordance with Hong Kong Standards
on Auditing issued by the HKICPA (the “Underlying Financial Statements”).

The Historical Financial Information is presented in the Company’s functional currency,

Renminbi (“RMB”) and all values are rounded to the nearest thousand (RMB’000), except when
otherwise indicated.
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CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

Notes
Non-current assets
Property, plant and equipment............ccooeiiiinennnn. 16
Right-0f-USe assets .........oevviiiiiiiiiii e 17
Intangible assets........cooviiiiiiiiii 18
Biological @SSets .......cvevvieiiiiiiiiii i, 19
Prepayments and deposits...........cceeveiiiiiiininninnnnn. 24
Deferred tax assets ......ovvvvveiiiiiiiiiiniiereeeea 21
Total non-current assets.....covvvuveiieineniiiiienieienes
Current assets
INVENTONIES «.ei i 22
Biological @SSets .......c.vevvieiiiiiiiiiiii e, 19
Trade receivables......c.ooviiiiiiiii 23
Prepayments, deposits and other receivables............ 24
Due from a related party ......ccoovviiiiiiniiiieien, 25
Due from ultimate holding company ....................... 25
Pledged deposits ........cocvieviunieiiiniiiiinec e, 26
Cash and cash equivalents ............ccccoeiviiiiiininnnnen, 26
Total current assets . ....vvuiviiiiiniieieiieeee e,
Current liabilities
Trade and bills payables .........ccooveiiiiiiniiii, 27
Accruals and other payables ...........ccooeeviiiiiiinnnnen. 28
Contract liabilities .......ccoovviiiii 7
Lease liabilities .....vvviviieniiiiv e, 17
Due to related parties.........coveveiiiiiiiiiiiiii, 25
Due to ultimate holding company ...............ccceenene. 25
Due to immediate holding company ........................ 25
BOIMOWINGS o.oviiiiiiiei e 29
Deferred government grants..........cocoevviiviininnnnnnnn. 30
Income tax payable ..o
Total current liabilities .........cooeviiiiiiiiins
Net current liabilities ...................cooiiiin,
Total assets less current liabilities ..........................
Non-current liabilities
Lease liabilities .....vevviviiiiiiini e, 17
BOITOWINGS .oeviiiiiiie e 29
Deferred government grants..........cocoeviiviininnennnnn. 30
Total non-current liabilities...........ccoocveiiiiinninis
Netassets ........coouiiiiiii
Equity
Equity attributable to owners of the Company
Share capital ... 31
RESEIVES ..o 32
Non-controlling interest .........cccoveviiiiiiiiiiiiin,
Totalequity.......cooviiii

— -6 —

As at 31 December

2016 2017 2018 2019

RMB’000 RMB’000 RMB’000 RMB’000
1,670,975 2,090,276 2,116,804 2,171,889
269,578 279,763 283,600 287,977
6,174 11,056 11,032 9,528
113,187 110,866 126,956 157,877
45,933 22,289 16419 60,213
2,885 3,727 3,650 3,509
2,108,732 2,517,977 2,558,461 2,690,993
497,154 508,809 347,515 485,025
112,494 120,669 138,422 141,873
80,691 106,659 188,648 206,625
134,879 208,150 164,061 158,531
3,214 — — 46
43 — — —
131,145 65,600 273,667 184,590
267,011 161,314 248,724 563,365
1,226,631 1,171,201 1,361,037 1,740,055
304,839 204,450 511,378 308,120
199,746 266,136 277,393 252,470
13,727 8,847 11,765 21,160
7,346 1,438 1,977 3,476
4,123 4,948 3,757 5,283
237 — — —
— 14,000 — —
1,338,013 1,675,944 1,419,432 1,266,398
480 1,711 522 847
3,436 2,359 1,204 545
1,871,947 2,179,833 2,227,428 1,858,299
(645,316) (1,008,632) (866,391) (118,244)
1,463,416 1,509,345 1,692,070 2,572,749
171,369 182,508 183,635 193,443
40,000 — 66,026 100,635
11,060 16,478 16,214 15,031
222,429 198986 265875 309,109
1,240,987 1,310,359 1,426,195 2,263,640
1,045,000 1,045,000 1,045,000 1,045,000
195,594 251,694 381,786 1,219,372
1,240,594 1,296,694 1,426,786 2,264,372
393 13,665 (591) (732)
1,240,987 1,310,359 1,426,195 2,263,640
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STATEMENTS OF FINANCIAL POSITION

Notes
Non-current assets
Property, plant and equipment.........c..ccoviiiiiiiiinnnen. 16
Right-of-use assets ........ccoveiiiiiiiiiiii 17
Intangible @ssets ........cveviiiiiiiii 18
Biological @ssets.......cuuveuiiiiiiiiiiiii e 19
Investments in subsidiaries ............cocoevviiiiiiiininn. 20
Prepayments and deposits.........coeeveviiiiiiiiiiniennen. 24
Total NoN-cUrrent assetsS........vvueuneineieieiieieienneannns
Current assets
INVENTOMIES ©onetii e 22
Biological @ssets......ovviriiiiiii i 19
Trade and bills receivables.............ccocooiviiiiiiiinin. 23
Prepayments, deposits and other receivables.............. 24
Due from arelated party ........cooeeiiiiiiiiiiieeean 25
Due from subsidiaries .........cocoeiiiiiiiiiiiiie e 25
Pledged deposits ......ccvvviiiiiiiiiieieie e 26
Cash and cash equivalents ............cccoocviiiiiiiienenenen. 26
Total current assets . .....ovveuviiiiiiiiiie e
Current liabilities
Trade and bills payables ........cccooiiii, 27
Accruals and other payables ............coooiiiiiiiiiiinnn, 28
Contract liabilities .........coovviiiiiii 7
Lease liabilities ......ccooviiiiiiiii 17
Due torelated parties.........ccooevvviiiiiiiiiiiiieea, 25
Due to subsidiaries..........coooiiiiiiiiiiiii 25
BOITOWINES «onvtiii e 29
Deferred government grants..........cococoveeiviiiiniinennnn.. 30
Income tax payable .........oooiiiiii
Total current liabilities ...........ccoeeiiiiiiiin
Net current liabilities ...................cocoiiii
Total assets less current liabilities ............................
Non-current liabilities
Lease liabilities ........cooveiiiiiii 17
BOITOWINES . onvtiiiie e e 29
Total non-current liabilities ........c.ooovveiiiiiiinin
Net assets ......ccoeviiiiiiii i
Equity
Share capital ..o 31
RESEIVES ettt 32
Total equUity .....coviiiii

—|-7 —

As at 31 December

2016 2017 2018 2019

RMB’000 RMB’000 RMB’000 RMB’000
1,124,676 1,153,658 1,102,827 1,168,758
187,581 191,655 191,539 187,010
2,211 7,868 7,303 6,738
112,151 108,996 124,395 155,062
701,740 781,740 1,047,704 1,047,704
24,972 9,607 5,411 27,741
2,153,331 2,253,524 2,479,179 2,593,013
113,471 101,145 100,719 99,071
112,494 117,078 136,971 136,289
331,637 438,180 412,590 237,790
24,606 41,630 36,168 36,085
2,539 — — —
159,289 191,410 52,975 105,314
35,000 35,076 188,078 40,000
47,460 72,853 142,760 455,325
826,496 997,372 1,070,261 1,109,874
151,039 88,040 454,528 223,667
86,834 83,276 90,444 89,604
352 260 372 1,476
5,455 1,583 1,462 1,540
242 1,353 1,445 1,793
111 15,315 13,050 12,990
1,290,163 1,483,594 1,254,835 924,491
— 1,200 11 —
3,436 1,492 985 545
1,537,632 1,676,113 1,817,132 1,256,106
(711,136) (678,741) (746,871) (146,232)

1,442,195 1,574,783 1,732,308 2,446,781

165,679 177,119 175,818 174,438
40,000 — — —
205,679 177,119 175,818 174,438
1,236,516 1,397,664 1,556,490 2,272,343
1,045,000 1,045,000 1,045,000 1,045,000
191,516 352,664 511,490 1,227,343
1,236,516 1,397,664 1,556,490 2,272,343
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Year ended 31 December
2016 2017 2018 2019
Notes RMB’000 RMB’000 RMB’000 RMB’000

Cash flows from operating activities

Profit before iNComMe taxX ......o.vveieiriiiii e 120,790 36,816 137,414 838,719
Adjustments for:
Depreciation of property, plant and equipment ....................... 10 116,283 122,105 146,419 163,105
Loss on disposals of property, plant and equipment.................. 10 3,008 3,320 6,630 12,686
Depreciation of right-of-use assets ...........cocceeiiiiieiiiineieennes 10 6,956 8,947 7,881 10,250
Amortisation of intangible assets ..........c.ccoeviiiiiii i 10 1,058 1,270 1,475 1,510
Write-off of INVeNtOries ......oouvviviiiiie e 10 566 1,387 1,040 1,130
Impairment/(reversal of impairment) of trade receivables.......... 10 1,628 (1,628) — —
Loss allowance of trade receivables ..........cccevviviiiiiviiiiiininnnn. 10 — — 1,767 541
Loss allowance of other receivables............ccocoivviiiiiiiiininnen. 10 - - 872 204
Income from government grants..........coevvveeneeieiieineeineinennnnns (480) (554) (1,464) (2,358)
Exchange (8ain)/10SS ......uivuneiiiieiiie e 10 (5,473) 3,797 948 (6,993)
Biological assets fair value adjustments ...........cccccvvvvineinnennne. (5,262) (8,698) (18,142) (3,446)
FINANCE COSES .ouvtititii ittt et eaeaens 9 72,286 73,669 96,995 89,322
INEErESt INCOME. . uuiieiitii e e 8 (3,118) (3,533) (3,531) (7,392)
Operating profit before working capital changes .................... 308,242 236,898 378,304 1,097,278
(Increase)/decrease in biological assets ...........cccceevvveiinneennnnn. (43,085) 2,844 (15,701) (30,926)
(Increase)/decrease in iINVENTOrIES.......c.ovvniineireiieiieiieineeanen. (72,988) (13,042) 160,254 (138,640)
Increase in trade receivables ...........ccocoviviiiiiiiini (4,565) (28,137) (85,587) (11,525)
Decrease/(increase) in prepayments, deposits and other
FECEIVADIES ..ot 8,620  (73,271) 41,168 5,326
(Decrease)/increase in trade and bills payables........................ (29,093) (104,785) 293,353 (182,096)
Increase/(decrease) in accruals and other payables .................. 17,804 66,390 11,257 (24,923)
Increase/(decrease) in contract liabilities.............ccccoeeeeeniinn.e. 1,329 (4,880) 2,918 9,395
Decrease/(increase) in balances with related parties................. 32,181 4,039 (1,191) 1,480
Cash generated from operations 218,445 86,056 784,775 725,369
INCOME tAXES PAI ovvnivneei e (1,562) (1,616) (1,881) (1,856)
Net cash flows generated from operating activities .................... 216,883 84,440 782,894 723,513
Cash flows from investing activities
Purchases of property, plant and equipment .............cc.coooieiinns (135,561) (578,747) (183,038) (258,622)
Decrease/(increase) in prepayments and deposit paid for purchase
of property, plant and equipment ............ccoeviiiiiiieiiniiieiens 81,140 23,644 5,870 (43,794)
Purchases of intangible assets..........ccoovviviiiiiiin (125) (6,152) (1,451) (6)
Land [ease prepaymMents ... .. ee e ee e ee e e (22,577) (5,891) (7,649) (191)
Proceeds from disposals of property, plant and equipment ........... 4,072 34,021 3,461 27,746
Proceeds from disposal of right-of-use assets ................ccoeeeeeninns — — — 630
INTErEST rECRIVEA . vnvniiit it 3,118 3,533 3,531 7,392
(Increase)/decrease in pledged deposits ...........oeevvueeiineiinnennnnnnn. (57,384) 65,545  (208,067) 89,077
Net cash flows used in investing activities................................. (127,317) (464,047) (387,343) (177,768)
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Cash flows from financing activities

Drawdown of borrowings .........coveivviniiiniiiiiiieieeiens
Repayments of borrowings .........cccooviviiniiiiiiiiniinns
Government grants received.........ccooveeeviiiiiiiiiiiniea
Interest Paid ...o.oveiie
Repayment of principal portion of lease liabilities ..............
Acquisition of non-controlling interests...........c.ccoovevenan.n.
Carve out of a subsidiary .........cooveviiiiiiiii
Capital contribution from/(distribution to) shareholders.....
Capital contribution from non-controlling interests............

(Repayment of advance from) / advance from immediate

holding compPanies .......ccccvviiiiii e,
Repayment of advance from ultimate holding company......

Net cash flows generated from/(used in) financing

actiVities. ...

Net increase/(decrease) in cash and cash equivalents .......
Cash and cash equivalents at beginning of year................

Cash and cash equivalents at end of year ........................

—I-11 —

Year ended 31 December

2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000
2,142,550 2,401,850 2,135,766 1,630,028
(2,021,330) (2,103,919) (2,326,252) (1,748,453)

300 7,203 11 1,500
(69,358)  (69,273)  (83,221) (110,420)
(7,001) (8,010) (2,403) (3,759)

— — (12,701) —
6,000 — — —
29,400 18,600 (5,743) —

600 13,653 402 —
(72,943) 14,000 (14,000) —
(1,731) (194) — —
6,487 273,910  (308,141) (231,104)

96,053  (105,697) 87,410 314,641

170,958 267,011 161,314 248,724

267,011 161,314 248,724 563,365
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Il.  NOTES TO THE HISTORICAL FINANCIAL INFORMATION
1. CORPORATE INFORMATION

The Company is a joint stock company with limited liability established in the People’s Republic
of China (the “PRC”). The registered office and the principal place of business of the Company is
located at Liumiao Village, Anle Town, Yanggu County, Liaocheng City, Shandong Province, the PRC.

The Company and its subsidiaries set out below are principally engaged in investment holding,
chicken breeding, livestock slaughtering, and manufacture and sale of chicken meat products (the
“Listing Business”).

In the opinion of the Directors, the ultimate holding company of the Company is GMK Holdings
Group Co., Ltd., a company established in the PRC. The ultimate controlling shareholders are Mr. Liu
Xuejing, Ms. Zhang Xiuying, Mr. Liu Zhiguang and Mr. Liu Zhiming.

As at the date of this report, the particulars of the Company and its interests in its subsidiaries,
all of which are private limited liability companies, are set out below:

Date and place of Percentage of

establishment/ equity
registration and place  Registered and paid up attributable to
Name of operations capital the Company Principal activities

LR B B0 A B2 7] (1), (8) 17 December 2010 RMB1,045,000,000 N/A

PRC/Mainland

Investment holding and
chicken breeding

China
Ll AR E A BRA A, ) 20 December 2011 RMB606,900,000 100 Livestock slaughtering,
PRC/Mainland and manufacture and
China sale of chicken meat
products
LU R BHE B i B SR A B ) (1), 6) 22 April 1997 RMB412,238,900 100 Manufacture and sale
PRC/Mainland of chicken meat
China products
R I A M A BR A F 9 October 2014 RMB65,000,000 100 Distribution and sale of
(formerly known as PRC/Mainland organic fertiliser
11 R EE A HEAE A BR A F]) @), 6) China
B REMEENERA R 26 May 2016 RMB10,000,000 90 Chicken breeding,
7] (formerly known as L3, PRC/Mainland livestock slaughtering,
FELL S FEEE R A PR China manufacture and sale
7)) (6) of chicken meat
products
R Il JRR B A PR W G). (6) 18 August 2017 RMB33,000,000 100 Production and sale of
PRC/Mainland poultry products
China
JBFE A PR 1] 4), (6) 18 November 2015  RMB60,000,000 100 Production and sale of

(“Fengxiang Food”)

PRC/Mainland
China

—1-12 —
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Date and place of Percentage of
establishment/ equity
registration and place Registered and paid up attributable to
Name of operations capital the Company Principal activities
JBAEE kg At o) 28 December 2017  Japanese Yen 100 Food research and
Japan 50,000,000 development

(equivalent to
approximately

RMB3,003,100)

Notes:

1. The statutory financial statements of these entities for the years ended 31 December 2016, 2017, 2018 and 2019 prepared under
PRC Generally Accepted Accounting Principles (“PRC GAAP”) were audited by BDO China Shu Lun Pan Certified Public Accountants
LLP.

2. The statutory financial statements of this entity for the period from 26 May 2016 (date of incorporation) to 31 December 2016 and
the years ended 31 December 2017, 2018 and 2019 were audited by BDO China Shu Lun Pan Certified Public Accountants LLP.

3. The statutory financial statements of this entity for the period from 18 August 2017 (date of incorporation) to 31 December 2017,

the years ended 31 December 2018 and 2019 prepared under PRC GAAP were audited by BDO China Shu Lun Pan Certified Public
Accountants LLP.

4. The statutory financial statements of this entity for the years ended 31 December 2016 and 2017 prepared under PRC GAAP were
audited by LTS 7 HFE G IS BT IR E{T/A R, The statutory financial statements of this entity for the years ended
31 December 2018 and 2019 prepared under PRC GAAP were audited by BDO China Shu Lun Pan Certified Public Accountants LLP.

5. The audited financial statements for this entity was yet to be issued as of the date of this report.

6. Each of these companies are registered as a limited liability company under the PRC Law.

2.  BASIS OF PRESENTATION

The Historical Financial Information comprises the financial information of the Listing Business.
For the purpose of this report, the related financial information of LI H BB T A PR 7 (“Fengxiang
Supermarket”), a former subsidiary of the Group, which was principally engaged in the operation of
supermarket (the “Non-Listing Business”) and was disposed of by the Company on 29 December
2016, has been excluded from the Historical Financial Information throughout the Relevant Periods as
the Non-Listing Business was considered by the Directors to be separately managed and dissimilar in
the nature of business as the Listing Business, and the related financial information was identifiable.

During the Relevant Periods, the Company has completed an acquisition of Fengxiang Food
which was under common control of the controlling shareholders of the Company. This acquisition is
regarded as “business combination under common control”. Accordingly, the Historical Financial
Information has been prepared using the principles of merger accounting as if the current structure
had been in existence throughout the Relevant Periods.

3.  BASIS OF PREPARATION AND GOING CONCERN ASSUMPTION

The Historical Financial Information has been prepared in accordance with the accounting
policies set out in note 5 which conform with International Financial Reporting Standards (“IFRSs”),
which collective term include all International Financial Reporting Standards and International
Accounting Standards (“IASs”) issued by the International Accounting Standards Board and
Interpretations issued by IFRS Interpretations Committee. The Historical Financial Information also
complies with the applicable disclosure provisions of the Listing Rules.

For the purposes of preparing and presenting the Historical Financial Information for the
Relevant Periods, the Group has consistently applied the accounting policies which conform with the
IFRSs, and are effective for the Group’s accounting periods beginning on 1 January 2019, including
IFRS 15 Revenue from Contracts with Customers and IFRS 16 Leases, throughout the Relevant Periods
except that the Group adopted IFRS 9 Financial Instruments on 1 January 2018 and International
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Accounting Standard (“IAS”) 39 Financial Instruments: Recognition and Measurement prior to
1 January 2018. The Group has applied IFRS 9 in accordance with the transition provisions set out in
IFRS 9.

The Historical Financial Information has been prepared on a historical cost convention, except as
disclosed in the accounting policies and explanatory notes below.

It should be noted that accounting estimates and assumptions are used in the preparation of
the Historical Financial Information. Although these estimates are based on management’s best
knowledge and judgement of current events and actions, actual results may ultimately differ from
those estimates. The areas involving a higher degree of judgement or complexity, or areas where
assumptions and estimates are significant to the Historical Financial Information are disclosed in
note 6.

The Group had net current liabilities of approximately RMB118,244,000 as at 31 December
2019. The Group assesses its liquidity by its ability to generate cash from operating activities to fund
its operations and borrow funds on favourable economic terms.

Historically, the Group has relied principally on both operational sources of cash and
non-operational sources of financing from banks and other financial institutions to fund its operations
and business development.

In light of the financial resources of the Group, including the anticipated operating cash inflows
of the Group and financing from banks and other financial institutions, the Directors are of the
opinion that the Group will have sufficient cash flows in the foreseeable future to enable it to
continue its operations and meet its liabilities as and when they fall due during next 12 months.
Therefore, the Historical Financial Information has been prepared on a going concern basis.

Should the Group and the Company be unable to continue in business as a going concern,
adjustments would have to be made to reduce the values of assets to their recoverable amounts, to
provide for any further liabilities which might arise, and to reclassify non-current assets and
non-current liabilities as current assets and current liabilities. These adjustments have not been
reflected in the Historical Financial Information.

4A. CHANGES IN ACCOUNTING

The Group has adopted IFRS 9, effective for the period beginning on or after 1 January 2018.
The Group has not restated financial information from 1 January 2016 to 31 December 2017 for
financial instruments in the scope of IFRS 9. The financial information from 1 January 2016 to
31 December 2017 is reported under IAS 39 and is not comparable to the information presented for
2018 and onwards. The impacts relate to the classification and measurement and the impairment
requirements are summarised as follows:

(a) Classification and measurement of financial instruments

IFRS 9 replaces IAS 39 for reporting periods beginning on or after 1 January 2018, bringing
together all three aspects of the accounting for financial instruments: (1) classification and
measurement; (2) impairment; and (3) hedge accounting. The adoption of IFRS 9 from 1 January 2018
has resulted in changes in accounting policies of the Group and the amounts recognised in the
Historical Financial Information.
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The following tables summarised the impact, net of tax, of transition to IFRS 9 on the opening
balance of retained profits of the Group as of 1 January 2018 as follows (increase/(decrease)):

RMB’000
Retained profits of the Group
Retained profits as at 31 December 2017 .....c.oeniniiii e 153,023
Increase in expected credit losses (“ECLs”) in trade receivables, and deposits and other
receivables (Note 5(Z)A(i1) DEIOW) .....iuieiie s (2,932)
Restated retained profits asat 1 January 2018 ......c.oviiiiiiiiiii s 150,091

IFRS 9 carries forward the recognition, classification and measurement requirements for
financial liabilities from 1AS 39, except for financial liabilities designated at fair value through profit or
loss (“FVTPL”), where the amount of change in fair value attributable to change in credit risk of the
liability is recognised in other comprehensive income unless that would create or enlarge an
accounting mismatch. In addition, IFRS 9 retains the requirements in IAS 39 for derecognition of
financial assets and financial liabilities. However, it eliminates the previous IAS 39 categories for
financial assets of held-to-maturity financial assets, loans and receivables and available-for-sale
financial assets. The adoption of IFRS 9 has no material impact on the Group’s accounting policies
related to financial liabilities and derivative financial instruments. The impact of IFRS 9 on the Group’s
classification and measurement of financial assets is set out below.

Under IFRS 9, except for certain trade receivables (that the trade receivables do not contain a
significant financing component in accordance with IFRS 15), an entity shall, at initial recognition,
measure a financial asset at its fair value plus, in the case of a financial asset not at FVTPL, transaction
costs. A financial asset is classified as: (i) financial assets at amortised cost (“amortised cost”); (ii)
financial assets at fair value through other comprehensive income (“FVOCI”); or (iii) FVTPL (as defined
in above). The classification of financial assets under IFRS 9 is generally based on two criteria: (i) the
business model under which the financial asset is managed and (ii) its contractual cash flow
characteristics (the “solely payments of principal and interest” criterion, also known as “SPPI
criterion”). Under IFRS 9, embedded derivatives is no longer required to be separated from a host
financial asset. Instead, the hybrid financial instrument is assessed as a whole for the classification.

A financial asset is measured at amortised cost if it meets both of the following conditions and it
has not been designated as at FVTPL:

o It is held within a business model whose objective is to hold financial assets in order to
collect contractual cash flows; and

o The contractual terms of the financial asset give rise on specified dates to cash flows that
meet the SPPI criterion.
A debt investment is measured at FVOCI if it meets both of the following conditions and it has
not been designated as at FVTPL:

o It is held within a business model whose objective is to achieved by both collecting
contractual cash flows and selling financial assets; and

o The contractual terms of the financial asset give rise on specified dates to cash flows that
meet the SPPI criterion.

On initial recognition of an equity investment that is not held for trading, the Group could
irrevocably elect to present subsequent changes in the investment’s fair value in other
comprehensive income. This election is made on an investment-by-investment basis. All other
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financial assets not classified at amortised cost or FVOCI as described above are classified as FVTPL.
This includes all derivative financial assets. On initial recognition, the Group may irrevocably
designate a financial asset that otherwise meets the requirements to be measured at amortised cost
or FVOCI at FVTPL if doing so eliminates or significantly reduces an accounting mismatch that would
otherwise arise.

The following accounting policies would be applied to the Group’s financial assets as follows:

FVTPL FVTPL is subsequently measured at fair value. Changes in fair value, dividends
and interest income are recognised in profit or loss.

Amortised cost Financial assets at amortised cost are subsequently measured using the
effective interest rate method. Interest income, foreign exchange gains and
losses and impairment are recognised in profit or loss. Any gain on
derecognition is recognised in profit or loss.

The following table summarises the original measurement categories under IAS 39 and the new
measurement categories under IFRS 9 for each class of the Group’s financial assets as at 1 January
2018:

Carrying amount Carrying amount
under IAS 39 asat under IFRS 9 as at

Original classification New classification 1 January 2018 1 January 2018
Financial assets under IAS39 under IFRS 9 RMB’000 RMB’000
Trade receivables................. Loans and receivables Amortised cost 106,659 105,776
Deposits and other
receivables...................... Loans and receivables Amortised cost 17,055 15,006
Pledged deposits ................. Loans and receivables Amortised cost 65,600 65,600
Cash and cash equivalents..... Loans and receivables Amortised cost 161,314 161,314

(b) Impairment of financial assets

The adoption of IFRS 9 has changed the Group’s impairment model by replacing the IAS 39
“incurred loss model” to the “expected credit losses model”. IFRS 9 requires the Group to recognised
ECL for trade receivables and financial assets at amortised costs earlier than IAS 39. Cash and cash
equivalents are subject to ECL model but the impairment is immaterial for the reporting period from
1 January 2018.

Under IFRS 9, the losses allowances are measured on either of the following bases:
(1) 12 months ECLs: these are the ECLs that result from possible default events within the 12 months
after the reporting date; and (2) lifetime ECLs: these are ECLs that result from all possible default
events over the expected life of a financial instrument.

Measurement of ECL

ECLs are based on the difference between the contractual cash flows due in accordance with
the contract and all the cash flows that the Group expects to receive. The shortfall is then discounted
at an approximation to the assets’ original effective interest rate.

The Group has elected to measure loss allowances for trade receivables using IFRS 9 simplified
approach and has calculated ECLs based on lifetime ECLs. The Group has established a provision
matrix that is based on the Group’s historical credit loss experience, adjusted for forward-looking
factors specific to the debtors and the economic environment.
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For other debt financial assets, the ECLs are based on the 12-months ECLs. The 12-months ECLs
is the portion of the lifetime ECLs that results from default events on a financial instrument that are
possible within 12 months after the reporting date. However, when there has been a significant
increase in credit risk since origination, the allowance will be based on the lifetime ECLs. When
determining whether the credit risk of a financial asset has increased significantly since initial
recognition and when estimating ECL, the Group considers reasonable and supportable information
that is relevant and available without undue cost or effort. This includes both quantitative and
qualitative information and analysis, based on the Group’s historical experience and informed credit
assessment and including forward-looking information.

The Group assumes that the credit risk on a financial asset has increased significantly if it is
more than 30 days past due, unless the Group has reasonable and supportable information that
demonstrates otherwise.

The Group considers a financial asset to be in default when: (1) the borrower is unlikely to pay
its credit obligations to the Group in full, without recourse by the Group to actions such as realising
security (if any is held); or (2) the financial asset is more than 365 days past due, unless the Group has
reasonable and supportable information to demonstrate that a more lagging default criterion is more
appropriate.

The maximum period considered when estimating ECL is the maximum contractual period over
which the Group is exposed to credit risk.

Presentation of ECL

Loss allowances for financial assets measured at amortised cost are deducted from the gross
carrying amount of the assets.

Impact of the ECLs
(i)  Impairment of trade receivables

As mentioned above, the Group applies the IFRS 9 simplified approach to measure ECLs which
recognises lifetime ECLs for all trade receivables. To measure the ECLs, trade receivables have been
grouped based on shared credit risk characteristics and the days past due. The loss allowance as at
1 January 2018 was determined as follows for trade receivables as follows:

Over 90
0-90 days days past
1 January 2018 Current  past due due Total
Expected credit 105 rate (%) .....coevieeiriiiiiiiiie e 0.5% 1% 5%-50%
Gross carrying amount (RMB’000) .........ceivviiiiiiieiiiieieeieeeans 92,589 8,200 5,870 106,659
Loss allowance (RMB’000) .........ccueiiriiiieiieeeiieeeee e e 463 82 338 883

The increase in loss allowance for trade receivables upon the transition to IFRS 9 as of 1 January
2018 was approximately RMB883,000.

(i)  Impairment of financial assets at amortised cost (other than trade receivables)

Other financial assets at amortised cost of the Group include deposits and other receivables.
Applying the ECL model result in the recognition of ECL of approximately RMB2,049,000 on 1 January
2018.
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As a result of the above changes, the impact of the new IFRS 9 impairment model results in
additional impairment allowance as follow:

RMB’000
Loss allowance as at 1 January 2018 under IAS 39 ... . iu i
Additional impairment recognised for trade receivables ..........cooviiiiiiiiiii 883
Additional impairment recognised for deposits and other receivables .............ccooiiiiiiiinn. 2,049
Loss allowance as a 1 January 2018 under IFRS O ... ..o 2,932

The impact of pledged deposits and cash and cash equivalents is insignificant. Applying the ECL
model resulted in immaterial impairment on 1 January 2018 and for the years ended 31 December
2018 and 2019.

(iii) Transition

The Group has applied the transitional provision in IFRS 9 such that IFRS 9 was generally
adopted without restating comparative information. The reclassifications and the adjustments arising
from the new ECLs rules are therefore not reflected in the consolidated statement of financial
position as at 31 December 2017, but are recognised in the consolidated statement of financial
position on 1 January 2018. This means that differences in the carrying amounts of financial assets
and financial liabilities resulting from the adoption of IFRS 9 are recognised in retained profits and
reserves as at 1 January 2018. Accordingly, the information presented for 2016 and 2017 does not
reflect the requirements of IFRS 9 but rather those of IAS 39.

The following assessment has been made on the basis of the facts and circumstances that
existed at the date of initial application of IFRS 9 (the “DIA”):

o The determination of the business model within which a financial asset is held.

If an investment in a debt investment had low credit risk at the DIA, then the Group has
assumed that the credit risk on the asset had not increased significantly since its initial recognition.
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4B. ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL FINANCIAL REPORTING STANDARDS

The Group has not applied the following new and revised IFRSs, that have been issued but are
not yet effective, in this Historical Financial Information.

Amendments to IFRS 3 Definition of a Business?

Amendments to IFRS 3 Reference to the Conceptual Framework?*

Amendments to IAS 16 Property, Plant and Equipment: Proceeds
before Intended Use*

Amendments to IAS 37 Onerous Contracts — Cost of Fulfilling a
Contract*

Amendments to IFRS 10 and IAS 28 (2011) Sale or Contribution of Assets between an
Investor and its Associate or Joint Venture>

IFRS 17 Insurance Contracts3

Amendments to IAS 1 Classification of Liabilities as Current or Non-
current4

Amendments to IAS 1 and IAS 8 Definition of Material?

Amendments to IFRS 9, IAS 39 and IFRS 7 Interest Rate Benchmark Reform?

Annual Improvements to IFRSs 2018-2020 Minor amendments to IFRS 1, IFRS 9, lllustrative
Examples accompanying IFRS 16 and IAS 414

Amendments to IFRS 16 COVID-19-Related Rent Concessions?

Notes:

1 Effective for annual periods beginning on or after 1 January 2020

2 Effective for annual periods beginning on or after 1 June 2020

3 Effective for annual periods beginning on or after 1 January 2021

IN

Effective for annual periods beginning on or after 1 January 2022
No mandatory effective date yet determined but available for adoption

(%2

Further information about those IFRSs that are expected to be applicable to the Group is
described below.

Amendments to IFRS 3 clarify and provide additional guidance on the definition of a business.
The amendments clarify that for an integrated set of activities and assets to be considered a business,
it must include, at a minimum, an input and a substantive process that together significantly
contribute to the ability to create output. A business can exist without including all of the inputs and
processes needed to create outputs. The amendments remove the assessment of whether market
participants are capable of acquiring the business and continue to produce outputs. Instead, the
focus is on whether acquired inputs and acquired substantive processes together significantly
contribute to the ability to create outputs. The amendments have also narrowed the definition of
outputs to focus on goods or services provided to customers, investment income or other income
from ordinary activities. Furthermore, the amendments provide guidance to assess whether an
acquired process is substantive and introduce an optional fair value concentration test to permit a
simplified assessment of whether an acquired set of activities and assets is not a business. The Group
expects to adopt the amendments prospectively from 1 January 2020.

In May 2020, the IASB issued amendments to IFRS 3 to replace a reference to the Framework
for the Preparation and Presentation of Financial Statements issued in 1989 with a reference to the
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Conceptual Framework for Financial Reporting issued in March 2018 without significantly changing its
requirements. In addition, the amendments add an exemption to the recognition principle for
liabilities within the scope of IAS 37 or IFRIC 21. The amendments also clarify existing guidance for
contingent assets. The Group expects to adopt the amendments prospectively from 1 January 2022
and does not expect any financial impact upon initial adoption of the amendments.

Amendments to IAS 16 prohibit a company from deducting from the cost of property, plant and
equipment amount received from selling items produced while the company is preparing the asset
for its intended use. Instead, a company will recognise such sale proceeds and related cost in profit or
loss. The amendments are required to applied retrospectively with the cumulative effect of initially
applying the amendments as an adjustment to the opening balance of retained earnings of that
earliest period presented. The amendments are not expected to have any significant impact on the
Group’s consolidated financial statements.

Amendments to IAS 1 and IAS 8 provide a new definition of material. The new definition states
that information is material if omitting, misstating or obscuring it could reasonably be expected to
influence decisions that the primary users of general purpose financial statements make on the basis
of those financial statements. The amendments clarify that materiality will depend on the nature or
magnitude of information. A misstatement of information is material if it could reasonably be
expected to influence decisions made by the primary users. The Group expects to adopt the
amendments prospectively from 1 January 2020. The amendments are not expected to have any
significant impact on the Group’s consolidated financial statements.

Amendments to IAS 37 specify that the “cost of fulfilling” a contract comprises the “costs that
relate directly to the contract”. Costs that relate directly to a contract can either be incremental costs
of fulfilling that contract (examples would be direct labour, materials) or an allocation of other costs
that relate directly to fulfilling contracts (an example would be the allocation of the depreciation
charge for an item of property, plant and equipment used in fulfilling the contract). The amendments
are not expected to have any significant impact on the Group’s consolidated financial statements.

Amendments to IAS 41 removes the requirement for entities to exclude taxation cash flows
when measuring the fair value of a biological asset using a present value technique. This will ensure
consistency with the requirements in IFRS 13. The amendments are not expected to have any
significant impact on the Group’s consolidated financial statements.

Amendments to IFRS16 permits lessees, as a practical expedient, not to assess whether
particular rent concessions occurring as a direct consequence of the Coronavirus Disease 2019
(“COVID-19”) pandemic are lease modifications and instead to account for those rent concessions as
if they are not lease modifications. The amendment does not affect lessors. The Group is currently
assessing the impact of amendments to IFRS 16 upon adoption and is considering whether it will
choose to take advantage of the optional exemption available.

The management of the Group does not anticipate that the adoption of other revised IFRSs will
have a significant financial impact on the Group’s financial statements.

5.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of the Historical Financial
Information are set out below. These policies have been consistently applied to all the years
presented, unless otherwise stated.
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(a) Basis of consolidation and business combination involving entity under common control

The Historical Financial Information comprises the financial statements of the Company and its
subsidiaries for the Relevant Periods. Business combinations under common control are accounted
for using merger method. The merger method of accounting involves incorporating the financial
statement items of the combining entities or businesses in which the common control combination
occurs as if they had been combined from the date when the combining entities or business first
came under common control of the controlling entity. No amount is recognised in respect of goodwill
or gain on bargain purchase at the time of common control combination. All differences between the
cost of acquisition and the amount at which the assets and liabilities are recorded have been
recognised directly in equity as part of reserve. Inter-company transactions and balances between
group companies together with unrealised profits are eliminated in full in preparing the Historical
Financial Information. Unrealised losses are also eliminated unless the transaction provides evidence
of impairment on the asset transferred, in which case the loss is recognised in profit or loss.

The carrying amount of non-controlling interests that represent present ownership interests in
the subsidiary is the amount of those interests at initial recognition plus such non-controlling
interest’s share of subsequent changes in equity. Total comprehensive income is attributed to such
non-controlling interests even if this results in those non-controlling interests having a deficit balance.

(b) Subsidiaries

A subsidiary is an investee over which the Company is able to exercise control. The Company
controls an investee if all three of the following elements are present: (1) power over the investee,
(2) exposure, or rights, to variable returns from the investee, and (3) the ability to use its power to
affect those variable returns. Control is reassessed whenever facts and circumstances indicate that
there may be a change in any of these elements of control.

In the Company’s statements of financial position, investments in subsidiaries are stated at cost
less impairment loss, if any. The results of subsidiaries are accounted for by the Company on the basis
of dividend received and receivable.

(c) Property, plant and equipment

Property, plant and equipment, other than construction in progress, are stated at cost less
accumulated depreciation and accumulated impairment losses, if any. The cost of property, plant and
equipment includes its purchase price and the costs directly attributable to the acquisition of the
items.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future economic benefits associated with the item will
flow to the Group and the cost of the item can be measured reliably. The carrying amount of the
replaced part is derecognised. All other repairs and maintenance are recognised as an expense in
profit or loss during the financial year in which they are incurred.
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Property, plant and equipment are depreciated so as to write off their cost net of expected
residual value over their estimated useful lives on a straight-line basis. The useful lives, residual value
and depreciation method are reviewed, and adjusted if appropriate, at the end of each reporting
period. The useful lives are as follows:

Buildings 20-40 years
Plant and machinery 4-15 years
Office equipment 5-8 years
Motor vehicles 5-8 years

Construction in progress is stated at cost less impairment losses. Cost comprises direct costs of
construction as well as borrowing costs capitalised during the periods of construction and installation.
Construction in progress is transferred to the appropriate class of property, plant and equipment
when substantially all the activities necessary to prepare the assets for their intended use are
completed. No depreciation is provided for in respect of construction in progress until it is completed
and ready for its intended use.

An asset is written down immediately to its recoverable amount if its carrying amount is higher
than the asset’s estimated recoverable amount.

Assets held under finance leases are depreciated over their expected useful lives on the same
basis so owned assets, or where shorter, the term of the relevant lease.

The gain or loss on disposal of an item of property, plant and equipment is the difference
between the net sale proceeds and its carrying amount, and is recognised in profit or loss on disposal.

(d) Leases
As a lessee
Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to leases that have a lease term
of 12 months or less from the commencement date and do not contain a purchase option. It also
applies the recognition exemption for lease of low-value assets. Lease payments on short-term leases
and leases of low-value assets are recognised as expense on a straight-line basis over the lease term.

Right-of-use assets

Except for short-term leases and leases of low value assets, the Group recognises right-of-use
assets at the commencement date of the lease (i.e. the date the underlying asset is available for use).
Right-of-use assets are measured at cost, less any accumulated depreciation and impairment losses,
and adjusted for any remeasurement of lease liabilities.

The cost of right-of-use asset includes:

° the amount of the initial measurement of the lease liability;

o any lease payments made at or before the commencement date, less any lease incentives
received;

o any initial direct costs incurred by the Group; and

o an estimate of costs to be incurred by the Group in dismantling and removing the
underlying assets, restoring the site on which it is located or restoring the underlying asset
to the condition required by the terms and conditions of the lease.
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Right-of-use assets in which the Group is reasonably certain to obtain ownership of the
underlying leased assets at the end of the lease term is depreciated from commencement date to the
end of the useful life. Otherwise, right-of-use assets are depreciated on a straight-line basis over the
shorter of its estimated useful life and the lease term. The Group presents right-of-use assets as a
separate line item on the consolidated statements of financial position.

Lease liabilities

At the commencement date of a lease, the Group recognises and measures the lease liability at
the present value of lease payments that are unpaid at that date. In calculating the present value of
lease payments, the Group uses the incremental borrowing rate at the lease commencement date if
the interest rate implicit in the lease is not readily determinable.

The lease payments include:

o fixed payments (including in-substance fixed payments) less any lease incentives
receivable;

o variable lease payments that depend on an index or a rate;
o amounts expected to be paid under residual value guarantees;

o the exercise price of a purchase option reasonably certain to be exercised by the Group;
and

o payments of penalties for terminating a lease, if the lease term reflects the Group
exercising the option to terminate.

After the commencement date, lease liabilities are adjusted by interest accretion and lease
payments.

The Group remeasures lease liabilities (and makes a corresponding adjustment to the related
right-of-use assets) whenever:

o the lease term has changed or there is a change in the assessment of exercise of a
purchase option, in which case the related lease liability is remeasured by discounting the
revised lease payments using a revised discount rate at the date of reassessment.

o the lease payments change due to changes in an index or a rate used to determine those
payments, including for example a change to reflect changes in market rental rates
following a market rent review, in which cases the related lease liability is remeasured by
discounting the revised lease payments using the initial discount rate.

(e) Intangible assets
Computer software

Acquired computer software are capitalised on the basis of the costs incurred to acquire and
bring to use the specific software. Computer softwares is stated at cost less accumulated
amortisation and impairment losses, if any. These costs are amortised on the straight-line basis over
their estimated useful lives of 10 years.

(f) Impairment of non-financial assets

At the end of each reporting period, the Group reviews the carrying amounts of property, plant
and equipment, right-of-use assets, intangible assets and investments in subsidiaries to determine
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whether there is any indication that those assets have suffered an impairment loss or an impairment
loss previously recognised no longer exists or may have decreased.

If the recoverable amount (i.e. the greater of fair value less costs of disposal and value in use) of
an asset is estimated to be less than its carrying amount, the carrying amount of the asset is reduced
to its recoverable amount. An impairment loss is recognised as an expense immediately.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased
to the revised estimate of its recoverable amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been determined had no impairment loss been
recognised for the asset in prior years. A reversal of an impairment loss is recognised as income
immediately.

Value in use is based on the estimated future cash flows expected to be derived from the asset
or cash generating unit (i.e. the smallest identifiable group of assets that generates cash inflows that
are largely independent of the cash inflows from other assets or groups of assets), discounted to their
present value using a pre-tax discount rate that reflects current market assessments of the time value
of money and the risks specific to the asset or cash generating unit.

(g) Financial instruments
(A) Financial Instruments (accounting policies applied from 1 January 2018)
(i)  Financial assets

A financial asset (unless it is a trade receivable without a significant financing component) is
initially measured at fair value plus, for an item not at fair value through profit or loss, transaction
costs that are directly attributable to its acquisition or issue. A trade receivable without a significant
financing component is initially measured at the transaction price.

Purchases or sales of financial assets that require delivery of assets within a time frame
established by regulation or convention in the market place (regular way trades) are recognised on
the trade date, i.e., the date that the Group commits to purchase or sell the asset.

Financial assets with embedded derivatives are considered in their entirely when determining
whether their cash flows are solely payment of principal and interest.

Debt instruments

Subsequent measurement of debt instruments depends on the Group’s business model for
managing the asset and the cash flow characteristics of the asset. There are three measurement
categories into which the Group classifies its debt instruments:

Amortised cost: Assets that are held for collection of contractual cash flows where those cash
flows represent solely payments of principal and interest are measured at amortised cost. Financial
assets at amortised cost are subsequently measured using the effective interest rate method. Interest
income, foreign exchange gains and losses and impairment are recognised in profit or loss. Any gain
on derecognition is recognised in profit or loss.

FVOCI: Assets that are held for collection of contractual cash flows and for selling the financial

assets, where the assets’ cash flows represent solely payments of principal and interest, are
measured at FVOCI. Debt investments at FVOCI are subsequently measured at fair value. Interest
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income calculated using the effective interest rate method, foreign exchange gains and losses and
impairment are recognised in profit or loss. Other net gains and losses are recognised in other
comprehensive income. On derecognition, gains and losses accumulated in other comprehensive
income are reclassified to profit or loss.

FVTPL: FVTPL include financial assets held for trading, financial assets designated upon initial
recognition at FVTPL, or financial assets mandatorily required to be measured at fair value. Financial
assets are classified as held for trading if they are acquired for the purpose of selling or repurchasing
in the near term. Derivatives, including separated embedded derivatives, are also classified as held
for trading unless they are designated as effective hedging instruments. Financial assets with cash
flows that are not solely payments of principal and interest are classified and measured at fair value
through profit or loss, irrespective of the business model. Notwithstanding the criteria for debt
instruments to be classified at amortised cost or at fair value through other comprehensive income,
as described above, debt instruments may be designated at fair value through profit or loss on initial
recognition if doing so eliminates, or significantly reduces, an accounting mismatch.

(i)  Impairment loss on financial assets

The Group recognises loss allowances for ECL on trade receivables, contract assets, financial
assets measured at amortised cost and debt investments measured at FVOCI. The ECLs are measured
on either of the following bases: (1) 12 months ECLs: these are the ECLs that result from possible
default events within the 12 months after the reporting date; and (2) lifetime ECLs: these are ECLs
that result from all possible default events over the expected life of a financial instrument. The
maximum period considered when estimating ECLs is the maximum contractual period over which
the Group is exposed to credit risk.

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the
difference between all contractual cash flows that are due to the Group in accordance with the
contract and all the cash flows that the Group expects to receive. The shortfall is then discounted at
an approximation to the assets’ original effective interest rate.

The Group has elected to measure loss allowances for trade receivables using IFRS 9 simplified
approach and has calculated ECLs based on lifetime ECLs. The Group has established a provision
matrix that is based on the Group’s historical credit loss experience, adjusted for forward-looking
factors specific to the debtors and the economic environment.

For other debt financial assets, the ECLs are based on the 12-months ECLs. However, when
there has been a significant increase in credit risk since origination, the allowance will be based on
the lifetime ECLs.

When determining whether the credit risk of a financial asset has increased significantly since
initial recognition and when estimating ECL, the Group considers reasonable and supportable
information that is relevant and available without undue cost or effort. This includes both
guantitative and qualitative information analysis, based on the Group’s historical experience and
informed credit assessment and including forward-looking information.

The Group assumes that the credit risk on a financial asset has increased significantly if it is
more than 30 days past due, unless the Group has reasonable and supportable information that
demonstrates otherwise.

The Group considers a financial asset to be credit-impaired when: (1) the borrower is unlikely to
pay its credit obligations to the Group in full, without recourse by the Group to actions such as
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realising security (if any is held); or (2) the financial asset is more than 365 days past due, unless the
Group has reasonable and supportable information to demonstrate that a more lagging default
criterion is more appropriate.

Interest income on credit-impaired financial assets is calculated based on the amortised cost
(i.e. the gross carrying amount less loss allowance) of the financial asset. For non credit-impaired
financial assets interest income is calculated based on the gross carrying amount.

(iii) Financial liabilities

The Group classifies its financial liabilities, depending on the purpose for which the liabilities
were incurred. Financial liabilities at amortised costs are initially measured at fair value, net of
directly attributable costs incurred.

Financial liabilities at amortised cost

Financial liabilities at amortised cost including trade and bills payables, accruals and other
payables, borrowings, and amounts due to related parties and ultimate holding company are
subsequently measured at amortised cost, using the effective interest method. The related interest
expense is recognised in profit or loss.

Gains or losses are recognised in profit or loss when the liabilities are derecognised as well as
through the amortisation process.

(iv) Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial asset
or financial liability and of allocating interest income or interest expense over the relevant period.
The effective interest rate is the rate that exactly discounts estimated future cash receipts or
payments through the expected life of the financial asset or liability, or where appropriate, a shorter
period.

(v)  Equity instruments

Equity instruments issued by the Company are recorded at the proceeds received, net of direct
issue costs.

(vi) Financial guarantee contracts

A financial guarantee contract is a contract that requires the issuer to make specified payments
to reimburse the holder for a loss it incurs because a specified debtor fails to make payment when
due in accordance with the original or modified terms of a debt instrument. A financial guarantee
contract issued by the Group and not designated as at fair value through profit or loss is recognised
initially at its fair value less transaction costs that are directly attributable to the issue of the financial
guarantee contract. Subsequent to initial recognition, the Group measures the financial guarantee
contact at the higher of: (i) the amount of the loss allowance, being the ECL provision measured in
accordance with principles of the the accounting policy set out in note 5(g)(A)(ii); and (ii) the amount
initially recognised less, when appropriate, cumulative amortisation recognised in accordance with
the principles of IFRS 15.
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(vii) Derecognition

The Group derecognises a financial asset when the contractual rights to the future cash flows in
relation to the financial asset expire or when the financial asset has been transferred and the transfer
meets the criteria for derecognition in accordance with IFRS 9.

Financial liabilities are derecognised when the obligation specified in the relevant contract is
discharged, cancelled or expires.

Where the Group issues its own equity instruments to a creditor to settle a financial liability in
whole or in part as a result of renegotiating the terms of that liability, the equity instruments issued
are the consideration paid and are recognised initially and measured at their fair value on the date
the financial liability or part thereof is extinguished. If the fair value of the equity instruments issued
cannot be reliably measured, the equity instruments are measured to reflect the fair value of the
financial liability extinguished. The difference between the carrying amount of the financial liability or
part thereof extinguished and the consideration paid is recognised in profit or loss for the reporting
period.

(B) Financial Instruments (accounting policies applied until 31 December 2017)
(i) Financial assets

The Group classifies its financial assets at initial recognition, depending on the purpose for
which the asset was acquired. Financial assets at fair value through profit or loss are initially
measured at fair value and all other financial assets are initially measured at fair value plus
transaction costs that are directly attributable to the acquisition of the financial assets. Regular way
purchases or sales of financial assets are recognised and derecognised on a trade date basis. A regular
way purchase or sale is a purchase or sale of a financial asset under a contract whose terms require
delivery of the asset within the time frame established generally by regulation or convention in the
marketplace concerned.

Financial assets at fair value through profit or loss

These assets include financial assets held for trading and financial assets designated upon initial
recognition as at fair value through profit or loss. Financial assets are classified as held for trading if
they are acquired for the purpose of sale in the near term. Derivatives are also classified as held for
trading unless they are designated as effective hedging instruments or financial guarantee contracts.

Financial assets may be designated upon initial recognition as at fair value through profit or loss
only if the criteria in IAS 39 are satisfied.

Where a contract contains one or more embedded derivatives, the entire hybrid contract may
be designated as a financial asset at fair value through profit or loss, except where the embedded
derivative does not significantly modify the cash flows or it is clear that separation of the embedded
derivative is prohibited.

Subsequent to initial recognition, financial assets at fair value through profit or loss are
measured at fair value, with changes in fair value recognised in profit or loss in the period in which
they arise.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. They arise principally through the provision of goods and
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services to customers (trade debtors), and also incorporate other types of contractual monetary
asset. Subsequent to initial recognition, they are carried at amortised cost using the effective interest
method, less any identified impairment losses.

(i)  Impairment loss on financial assets

The Group assesses, at the end of each reporting period, whether there is any objective
evidence that financial asset is impaired. Financial asset is impaired if there is objective evidence of
impairment as a result of one or more events that has occurred after the initial recognition of the
asset and that event has an impact on the estimated future cash flows of the financial asset that can
be reliably estimated. Evidence of impairment may include:

o significant financial difficulty of the debtor;
o a breach of contract, such as a default or delinquency in interest or principal payments;
o granting concession to a debtor because of debtor’s financial difficulty;

o it becoming probable that the debtor will enter bankruptcy or other financial
reorganisation.

For loans and receivables

An impairment loss is recognised in profit or loss when there is objective evidence that the asset
is impaired, and is measured as the difference between the asset’s carrying amount and the present
value of the estimated future cash flows discounted at the original effective interest rate. The
carrying amount of financial asset is reduced through the use of an allowance account. When any
part of financial asset is determined as uncollectible, it is written off against the allowance account
for the relevant financial asset.

(iii) Financial liabilities

The Group classifies its financial liabilities, depending on the purpose for which the liabilities
were incurred.

Financial liabilities at amortised cost

Financial liabilities at amortised cost including trade and bills payables, accruals and other
payables, amounts due to related parties, ultimate holding company and immediate holding
company, and borrowings are initially measured at fair value, net of directly attributable costs
incurred and subsequently measured at amortised cost, using the effective interest method. The
related interest expense is recognised in profit or loss.

Gains or losses are recognised in profit or loss when the liabilities are derecognised as well as
through the amortisation process.

(iv) Derivative financial instruments and hedge accounting

Derivatives are initially recognised at fair value on the date a derivative contract is entered into
and are subsequently re-measured at their fair value. The method of recognising the resulting gain or
loss depends on whether the derivative is designated as a hedging instrument, and if so, the nature of
the item being hedged. All of the Group’s hedging instruments are designated as hedges of a
particular risk associated with a recognised asset or liability or a highly probable forecast transaction
(cash flow hedge).
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The Group documents at the inception of the transaction the relationship between hedging
instruments and hedged items, as well as its risk management objectives and strategy for
undertaking various hedging transactions. The Group also documents its assessment, both at hedge
inception and on an ongoing basis, of whether the derivatives that are used in hedging transactions
are highly effective in offsetting changes in cash flows of hedged items.

The fair values of derivative instruments used for hedging purposes are disclosed in note 36.
Movements on the hedging reserve in equity are shown in the consolidated statements of changes in
equity. The full fair value of a hedging derivative is classified as a current asset or liability when the
remaining maturity of the hedged item is less than 12 months.

Cash flow hedge

The effective portion of changes in the fair value of derivatives that are designated and qualified
as cash flow hedges are recognised in other comprehensive income. The gain or loss relating to the
ineffective portion is recognised immediately in profit or loss.

Amounts accumulated in equity are reclassified to profit or loss in the period when the hedged
item affects profit or loss (for example, when the forecast purchase that is hedged takes place).
However, when the forecast transaction that is hedged results in the recognition of a non-financial
asset (for example, inventory), the gains and losses previously deferred in equity are transferred from
equity and included in the initial measurement of the cost of the asset. The deferred amounts are
ultimately recognised in cost of goods sold in the case of inventory.

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for
hedge accounting, any cumulative unrecognised gain or loss existing in equity at that time remains in
equity and is recognised when the forecast transaction is ultimately recognised in profit or loss. When
a forecast transaction is no longer expected to occur, the cumulative gain or loss that was reported in
equity is immediately transferred to profit or loss.

(v) Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial asset
or financial liability and of allocating interest income or interest expense over the relevant period.
The effective interest rate is the rate that exactly discounts estimated future cash receipts and
payments through the expected life of the financial asset or liability, or where appropriate, a shorter
period.

(vi) Equity instruments

Equity instruments issued by the Company are recorded at the proceeds received, net of direct
issue costs.

(vii) Derecognition

The Group derecognises a financial asset when the contractual rights to the future cash flows in
relation to the financial asset expire or when the financial asset has been transferred and the transfer
meets the criteria for derecognition in accordance with IAS 39.

Financial liabilities are derecognised when the obligation specified in the relevant contract is
discharged, cancelled or expires.
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(h) Inventories

Inventories are initially recognised at cost, and subsequently at the lower of cost and net
realisable value. Cost comprises all costs of purchase, costs of conversion and other costs incurred in
bringing the inventories to their present location and condition. Cost is determined on standard
costing basis. Net realisable value represents the estimated selling price in the ordinary course of
business less the estimated costs necessary to make the sale.

(i) Revenue recognition

(i) Sale of goods — Revenue is recognised when control over a product or service is
transferred to the customer at the amount of promised consideration to which the Group
is expected to be entitled in exchange for those goods or services, excluding those
amounts collected on behalf of third parties. Revenue excludes value added tax or other
sales taxes and is after deduction of any trade discounts

(ii) Interest income — Interest income is recognised as it accrues using the effective interest
method.

(j)) Income tax

Income tax comprises current and deferred tax.

Current tax is based on the profit or loss from ordinary activities adjusted for items that are
non-assessable or disallowable for income tax purposes and is calculated using tax rates that have
been enacted or substantively enacted at the end of reporting period.

Deferred tax is recognised in respect of temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the corresponding amounts used for tax
purposes. Except for goodwill, if any, and recognised assets and liabilities that affect neither
accounting nor taxable profits, deferred tax liabilities are recognised for all temporary differences.
Deferred tax assets are recognised to the extent that it is probable that taxable profits will be
available against which deductible temporary differences can be utilised. Deferred tax is measured at
the tax rates expected to apply in the period when the liability is settled or the asset is realised based
on tax rates that have been enacted or substantively enacted at the end of reporting period.

Deferred tax liabilities are recognised for taxable temporary differences arising on investments
in subsidiaries, except where the Group is able to control the reversal of the temporary difference
and it is probable that the temporary difference will not reverse in the foreseeable future.

Income taxes are recognised in profit or loss except when they relate to items recognised in
other comprehensive income in which case the taxes are also recognised in other comprehensive
income or when they related to items recognised directly in equity in which case the taxes are also
recognised directly in equity.

(k) Capitalisation of borrowing costs

Borrowing costs attributable directly to the acquisition, construction or production of qualifying
assets which require a substantial period of time to be ready for their intended use or sale, are
capitalised as part of the cost of those assets. Income earned on temporary investments of specific
borrowings pending their expenditure on those assets is deducted from borrowing costs capitalised.
All other borrowing costs are recognised in profit or loss in the period in which they are incurred.
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() Government grants

Government grants are not recognised until there is reasonable assurance that the Group will
comply with the conditions attaching to them and that the grants will be received.

Government grants are recognised in profit or loss on a systematic basis over the periods in
which the Group recognises as expenses the related costs for which the grants are intended to
compensate. Specifically, government grants whose primary condition is that the Group should
purchase, construct or otherwise acquire non-current assets are recognised as deferred revenue in
the consolidated statement of financial position and transferred to profit or loss on a systematic and
rational basis over the useful lives of the related assets.

Government grants that are receivable as compensation for expenses or losses already incurred
or for the purpose of giving immediate financial support to the Group with no future related costs are
recognised in profit or loss in the period in which they become receivable.

(m) Other employee benefits
(i) Pension scheme

The employees of the Group’s subsidiaries which operates in Mainland China are required to
participate in a central pension scheme operated by the local municipal government. These
subsidiaries are required to contribute a certain percentage of their payroll costs to the central
pension scheme. The contributions are charged to profit or loss as they become payable in
accordance with the rules of the central pension scheme.

(ii)  Termination benefits

Termination benefits are recognised on the earlier of when the Group can no longer withdraw
the offer of those benefits and when the Group recognises restructuring costs involving the payment
of termination benefits.

(n) Foreign currencies

Transactions entered into by group entities in currencies other than the currency of the primary
economic environment in which they operate (the “functional currency”) are recorded at the rates
ruling when the transactions occur. Foreign currency monetary assets and liabilities are translated at
the rates ruling at the end of reporting period. Non-monetary items that are measured in terms of
historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items, and on the translation of
monetary items, are recognised in profit or loss in the period in which they arise.

(o) Related parties
A party is considered to be related to the Group if:
(a) the party is a person or a close member of that person’s family and that person:
(i)  has control or joint control over the Group;
(ii)  has significant influence over the Group; or

(iii) is a member of the key management personnel of the Group or of a parent of the
Group; or
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(b) the party is an entity where any of the following conditions applies:
(i) the entity and the Group are members of the same group;

(ii) one entity is an associate or joint venture of the other entity (or of a parent,
subsidiary or fellow subsidiary of the other entity);

(iii) the entity and the Group are joint ventures of the same third party;

(iv) one entity is a joint venture of a third entity and the other entity is an associate of
the third entity;

(v) the entity is a post-employment benefit plan for the benefit of employees of either
the Group or an entity related to the Group;

(vi) the entity is controlled or jointly controlled by a person identified in (i);

(vii) a person identified in (a)(i) has significant influence over the entity or is a member of
the key management personnel of the entity (or of a parent of the entity); and

(viii) The entity, or any member of a group of which it is a part, provides key management
personnel services to the Group or to the parent of the Group.

Close members of the family of a person are those family members who may be expected to
influence, or be influenced by, that person in their dealings with the entity and include:

(i) that person’s children and spouse or domestic partner;
(i)  children of that person’s spouse or domestic partner; and

(iii) dependents of that person or that person’s spouse or domestic partner.

(p) Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount when the Group has a
legal or constructive obligation arising as a result of a past event, which will probably result in an
outflow of economic benefits that can be reasonably estimated.

Where it is not probable that an outflow of economic benefits will be required, or the amount
cannot be estimated reliably, the obligation is disclosed as a contingent liability, unless the probability
of outflow of economic benefits is remote. Possible obligations, the existence of which will only be
confirmed by the occurrence or non-occurrence of one or more future events, are also disclosed as
contingent liabilities unless the probability of outflow of economic benefits is remote.

(q) Biological assets

Biological assets represent breeders, broilers, chicken breeds and broiler eggs. Biological assets
are measured on initial recognition and at the end of each reporting period at their fair value less
costs to sell. A gain or loss arising on initial recognition of biological asset at fair value less costs to sell
and from a change in fair value less costs to sell of a biological asset is included in profit or loss for the
period in which it arises.

The agricultural produce harvested from the biological assets are measured at their fair value
less costs to sell at the point of harvest. Such measurement is the cost at that date when applying
IAS 2 Inventories. A gain or loss arising from agricultural produce at the point of harvest at fair value
less costs to sell is included in profit or loss for the period in which it arises.
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6. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

Estimates and judgements are continually evaluated and are based on historical experience and
other factors, including expectations of future events that are believed to be reasonable under the
circumstances. The Group makes estimates and assumptions concerning the future. The resulting
accounting estimates will, by definition, seldom equal the related actual results. The estimates and
assumptions that have a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year are discussed below.

(i) Net realisable value of inventories

Net realisable value of inventories is the estimated selling price in the ordinary course of
business less estimated costs of completion and selling expenses. These estimates are based on the
current market condition and the historical experience of selling products of similar nature. It could
change significantly as a result of competitors’ actions in response to severe industry cycles.
Management reassesses the estimations at the reporting date. The carrying amount of the Group’s
inventories is disclosed in note 22 to the Historical Financial Information.

(ii) Impairment of non-financial assets

The Group assesses whether there are any indicators of impairment for all non-financial assets
at the end of each reporting period. They are tested for impairment when there are indicators that
the carrying amounts may not be recoverable. When value-in-use calculations are undertaken,
management estimates the expected future cash flows from the asset or corresponding cash-
generating unit and determines a suitable discount rate in order to calculate the present value of
those cash flows.

(iii) Useful lives and residual values of non-current assets

In determining the useful lives and residual values of items of property, plant and equipment,
the Group periodically reviews the changes in market conditions, expected physical wear and tear,
and the maintenance of the asset. The estimation of the useful life of the asset is based on historical
experience of the Group with similar assets that are used in a similar way. Depreciation amount will
be adjusted if the estimated useful lives and/or the residual values of items of property, plant and
equipment are different from previous estimation. Useful lives and residual values are reviewed at
the end of the reporting period based on changes in circumstances.

(iv) Fair value measurement of biological assets

The Group’s management determine the fair values less costs to sell of biological assets at the
end of each reporting period with reference to the market-determined prices, species, growing
conditions, cost incurred and the professional valuation. The Directors work closely with the qualified
external valuers to establish the appropriate valuation techniques and inputs to the model. The
determination involved the use of significant judgement. If actual results differ with the original
estimates made by management, such differences from the original estimates will impact the fair
value changes recognised in profit or loss in the period in which the estimates change and in future
periods. The carrying amount and details of the fair value measurement of the Group’s biological
assets is disclosed in note 19 to the Historical Financial Information.

(v) Income taxes and value-added tax (“VAT”)

The Group is subject to various taxes in the PRC. At the same time, the Group also enjoys
various preferential tax treatments in the PRC, e.g. the Group is exempted from Enterprise Income
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Tax (“EIT”) for its businesses relating to primary processing for agricultural products and animal-
husbandry and poultry feeding and is exempted from VAT for its income derived from sale of self-
produced agricultural products. There are many transactions and calculations for which the ultimate
tax determination is uncertain during the ordinary course of business. The Group recognises the
relevant taxes based on best estimates. Where the final tax outcome of these matters is different
from the amounts that were initially recorded, such differences will impact the profit or loss in the
period in which such determination is made. In addition, the realisation of income tax assets and VAT
assets is dependent on the Group’s ability to generate sufficient sales and taxable income in future.
Derivations of future profitability from estimates or in the income tax rate would result in
adjustments to the value of tax assets and liabilities.

7. REVENUE AND SEGMENT INFORMATION

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

a) Production and sale of raw chicken meat products

b)  Production and sale of processed chicken meat products

c¢)  Production and sale of chicken breeds

d) Others comprising sale of livestock feeds, by-products, packing materials and

miscellaneous products

Management monitors the results of the Group’s operating segments separately for the
purpose of making decisions about resources allocation and performance assessment. Segment
performance is evaluated based on reportable segment gross profit before biological assets fair value
adjustments.
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Segment assets and liabilities are not disclosed in the Historical Financial Information as they are
not regularly provided to the management for the purposes of resource allocation and performance
assessment.

Processed
Raw chicken
chicken meat meat Chicken
Year ended 31 December 2016 products products breeds Others Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Segment revenue:
Sales to external customers ................... 1,469,917 627,971 149,367 106,849 2,354,104
Timing of revenue recognition:
Atapointintime .....c.cooovveiiiiiiniennen. 1,469,917 627,971 149,367 106,849 2,354,104
Segmentresults ...............ooviiininennnn, 195,448 109,971 74,578 12,130 392,127
Reconciliation:
Biological assets fair value adjustments.... 5,262
Otherincome and gains ........................ 14,373
Corporate and unallocated expenses........ (218,686)
Finance costs......ccovviviiiiiiiiiiiiiieeenenn, (72,286)
Profit before income tax...............ceeue.. 120,790
Other segment information:
Write-off of inventories........................ 48 191 — 327 566
Depreciation of property, plant and

EqUIPMENT .ouieiiiiieeeee e 69,471 31,358 5,721 3,027 109,577
Depreciation of right-of-use assets .......... 3,846 1,197 — 1,733 6,776
Short-term lease expenses..................... 721 181 68 1,514 2,484
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Raw Processed
chicken chicken
meat meat Chicken
Year ended 31 December 2017 products products breeds Others Total
RMB’000 RMB’000 RMB’000 RMB’000  RMB’000
Segment revenue:
Sales to external customers ........ccoovviviiiiiiinnnn.. 1,330,977 910,018 69,875 123,522 2,434,392
Timing of revenue recognition:
At a pointin time .....ooviiiiiire s 1,330,977 910,018 69,875 123,522 2,434,392
Segmentresults ..............cooiiiiiiiiiii 134,798 157,194 (10,801) 12,035 293,226
Reconciliation:
Biological assets fair value adjustments............... 8,698
Otherincome and gains ........ccccveviviviiiinininninanns 12,272
Corporate and unallocated expenses................... (203,711)
FINANCe COSES ..oviviniiiii i, (73,669)
Profit before income tax...........ccooeviviiieininnnen. 36,816
Other segment information:
Write-off of inventories.......ccoovviviviiiiiiiniinnnn. 234 497 — 656 1,387
Depreciation of property, plant and equipment.... 65,155 40,896 5,374 2,921 114,346
Depreciation of right-of-use assets..................... 4,098 2,442 — 2,227 8,767
Short-term lease exXpenses........ccceeeevevienevnennnnn. 759 225 68 2,861 3,913
Raw Processed
chicken chicken
meat meat Chicken
Year ended 31 December 2018 products products breeds Others Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Segment revenue:
Sales to external customers ..........cccevvveen. 1,719,278 1,183,568 172,110 122,143 3,197,099
Timing of revenue recognition:
Atapointintime..........cocoeiiiiiiiiineene. 1,719,278 1,183,568 172,110 122,143 3,197,099
Segmentresults ..................oooiiiiiininn. 195,370 163,016 90,780 12,781 461,947
Reconciliation:
Biological assets fair value adjustments ....... 18,142
Otherincome and gains ..........ccceevvvvnennnne. 12,972
Corporate and unallocated expenses........... (258,652)
FiNance CoStS ...uvviviniiiiieeec e, (96,995)
Profit before income tax .........ccoevvvvininnnnn. 137,414
Other segment information:
Write-off of inventories ...........ccccovvvvinennnn. 46 935 — 59 1,040
Depreciation of property, plant and

EQUIPMENT .ouininiiiiee e 67,016 59,910 5,550 3,747 136,223
Depreciation of right-of-use assets.............. 3,831 2,025 — 1,845 7,701
Short-term lease expenses .........cccovevevnenee. 303 — 37 1,419 1,759
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Processed
Raw chicken
chicken meat meat Chicken
Year ended 31 December 2019 products products breeds Others Total
RMB’000 RMB’000  RMB’000 RMB’000  RMB’000

Segment revenue:
Sales to external customers .........cccevvvvivinnnn, 1,887,398 1,433,227 426,448 179,144 3,926,217
Timing of revenue recognition:
At a pointintime ......ccovveiiiiiiiie s 1,887,398 1,433,227 426,448 179,144 3,926,217
Segmentresults ................coeiiiiiiiin . 557,356 325,572 314,318 24,214 1,221,460
Reconciliation:
Biological assets fair value adjustments .......... 3,446
Otherincome and gains .........ccevevviviinnennnnn. 27,942
Corporate and unallocated expenses.............. (324,807)
FINance CoStS ...ovuiviiiniiiiiiiieeeeeeea (89,322)
Profit before incometax ..........cocoovevivivininnnn. 838,719
Other segment information:
Write-off of inventories ........ccococviviviiiiiinnn.n. 229 657 — 244 1,130
Depreciation of property, plant and

EQUIPMENT ..evieiiiii e 66,061 60,900 10,021 4,202 141,184
Depreciation of right-of-use assets................. 4,145 2,555 — 3,370 10,070
Short-term lease expenses .........cccceevevnenennen. 416 — 102 2,246 2,764

Geographic information

(a) Revenue from external customers

Year ended 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000

Mainland China ........ccooviiiiiiiiii 1,803,800 1,773,053 2,236,454 2,959,778
Japan....oo 338,928 420,203 491,071 461,599
Mal@YSia coeuieiiiiieii e 160,553 151,028 302,284 220,715
EUrope. ..o 17,964 30,440 66,645 186,602
Others .....oiiiiii 32,859 59,668 100,645 97,523

2,354,104 2,434,392 3,197,099 3,926,217

The revenue information above is based on the location of the customers.
(b) Non-current assets

All the Group’s non-current assets, excluding deferred tax assets, are located in Mainland China
based on the geographical location of the assets.
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Information about major customers

Revenue from external customers contributing over 10% of the total revenue of the Group at
the end of each of the Relevant Periods is as follows:

Year ended 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000

CUSTOMEr AL 448,510 502,125 537,002 530,234

The following table provides information about contract liabilities from contracts with
customers.

Group
As at 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000
Contract liabilities ........ooooiiiiii 13,727 8,847 11,765 21,160
Company
As at 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000
Contract abilities ....o.ovuiniiiiii 352 260 372 1,476

Contract liabilities mainly relate to the deposits received from customers for sales of meat
products.

As at 31 December 2016, 2017, 2018 and 2019, contract liabilities from the remaining
performance obligations under the Group’s existing contracts represents revenue expected to be
recognised in the future from acceptance of meat products by customers. The Group will recognise
the expected revenue in future, which is expected to occur in the next 1 to 12 months

The Group has applied the practical expedient and decided not to disclose the amount of the
remaining performance obligations for contracts as performance obligations under the contracts had
an original expected duration of one year or less.

—1-38 —



APPENDIX |

ACCOUNTANTS’ REPORT

Movements in contract liabilities

2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000
Balance at beginning of year .......c.coooviiiiiiiiii 12,398 13,727 8,847 11,765
Decrease in contract liabilities as a result of recognising revenue
during the year that was included in the contract liabilities at
the beginning of theyear ..o (12,398) (13,727) (8,847) (11,765)
Increase in contract liabilities as a result of billing in advance of
manufacturing activities ..........ovveviiiiii 13,727 8,847 11,765 21,160
Balance atend of year .........ccoiviiiiiiii 13,727 8,847 11,765 21,160
8. OTHER INCOME AND GAINS
Year ended 31 December
2016 2017 2018 2019

As at 31 December

RMB’000 RMB’000 RMB’000 RMB’000

Bank interest iNCOME ....oviviiiiiii e 3,118 3,533 3,531 7,392
EXChange ain......ovnieiiii e 5,473 — — 6,993
Government grants (NOTE) ........ovviriiiiiiiiiiieie e 3,957 4,906 6,576 10,155
OIS i e 1,825 3,833 2,865 3,402

14,373 12,272 12,972 27,942

Note:

Government grants include various subsidies received by the Group from relevant government bodies in connection with certain financial
subsidies to support the Group’s businesses. There are no unfulfilled conditions or contingencies relating to these grants.

9. FINANCE COSTS

Interest on borrowings

Year ended 31 December

2016

2017

2018

2019

RMB’000 RMB’000 RMB’000 RMB’000

........................................................... 58,823 58,334 72,441 64,105

Interest on bills payable...........cooiiiiii 2,928 4,396 13,774 13,696
Interest on lease liabilities.........coveviiiiiiiii 10,535 10,939 10,780 11,521
72,286 73,669 96,995 89,322
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10. PROFIT BEFORE INCOME TAX
Profit before income tax is arrived at after charging/(crediting):

Year ended 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000

Cost of inventories sold, including:

Write-off of INVeNtories ......cvviiviiii e 566 1,387 1,040 1,130
Amortisation of intangible assets ..........ccccocviiiiiiiiii i 1,058 1,270 1,475 1,510
AUditor's remuUNEration.......oviieiie e 653 801 1,167 791
Depreciation of property, plant and equipment....................... 116,283 122,105 146,419 163,105
Depreciation of right-of-use assets........cccocevviiiiiiiiiiiiininnn, 6,956 8,947 7,881 10,250
Loss on disposals of property, plant and equipment ................. 3,008 3,320 6,630 12,686
Impairment/(reversal of impairment) of trade receivables......... 1,628 (1,628) — —
Loss allowance on trade receivables ........ccoooviviiiiiiiiiiiiininnnn, — — 1,767 541
Loss allowance on other receivables............ccoceeviiiiiiiiiininn, — — 872 204
Short-term 1ease eXPENSES .....vvuieieieeeieie e eaaeenas 6,942 7,631 4,626 9,092
LiSTING EXPENSES o.vnininiiiii ettt — 5,001 900 4,141
EXchange (8ain)/10SS ....vuuivuiieiiie e (5,473) 3,797 948 (6,993)

Employee benefit expense (including Directors’ and supervisors’
remuneration (note 11)):
Wage, salaries and allowances, social securities and other
bBENEfitS . e 450,588 523,298 598,658 564,731
Pension scheme contributions .........coovvviiiiiiiiiiiiiieieenns 23,797 29,884 36,262 40,619

474,385 553,182 634,920 605,350
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11.

DIRECTORS’ AND SUPERVISORS’ REMUNERATION

Directors’ and supervisors’ emoluments are disclosed as follows:

Salaries,
allowances Pension
and benefits scheme
Year ended 31 December 2016 Fees in kind contributions Total
RMB’000 RMB’000 RMB’000 RMB’000
Executive Directors:
Liu ZNIGUANE .. — — — —
Xiao Dongsheng (appointed on 1 November 2018) .......... — — — —
Ow Weng Cheong (appointed on 1 November 2018)........ — — — —
Wang JiNSheNg ... 600 41 — 641
600 41 — 641
Non-executive Directors:
Liu Xuejingl ... — — — —
Zhang Chuanli.......coveuiiiiii e — — — —
Independent Non-executive Directors:
Chung Wai Man (appointed on 8 August 2019) ............... — — — —
Zhang Ye (appointed on 8 August 2019) .........cccvvenneennen. — — — —
Guo Tianyong (appointed on 8 August 2019) .................. — — — —
Supervisors:
KONg XiaNgWei «..cuvnininiiiii e — 278 - 278
Chen DENE . oeceee e — — — —
Lian Xianmin ..o — — — —
- 278 - 278
600 319 — 919
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Salaries,
allowances Pension
and benefits scheme
Year ended 31 December 2017 Fees in kind contributions Total
RMB’000 RMB’000 RMB’000 RMB’000
Executive Directors:
Liu ZhigUANE e — — — —
Xiao DONGSHENG ... — — — —
OW WeNG ChEONE ...vvviiiiiie e — — — —
Wang JINShENE ....vviiii e 900 41 — 941
900 41 — 941
Non-executive Directors:
Liu Xuejing) .. - — - -
Zhang Chuanli .c.....ooieiii e — — — —
Independent Non-executive Directors:
Chung Wai Man.......ccoooviiiiiiie e — — — —
ZNaANG YO oo — — — —
GUO TIANYONG ettt e e aa e — — — —
Supervisors:
KONE XiaNgWei....ouiiieiiii e — 158 — 158
ChenDEeNe ..., — — — —
Lian Xianmin ..o — — — —
— 158 — 158
900 199 - 1,099
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Salaries,
allowances Pension
and benefits in scheme
Year ended 31 December 2018 Fees kind contributions Total
RMB’000 RMB’000 RMB’000 RMB’000
Executive Directors:
LiU ZNigUANE ... e — — — —
Xia0 DONGSNENG «.viinieiiie e 334 1,704 — 2,038
OW WeNg ChEONE ..cvivnieiiiiiie et 334 1,670 — 2,004
Wang JINSNENE ...oveinieii e 2,000 41 — 2,041
2,668 3,415 — 6,083
Non-executive Directors:
Liu XUEJINGW L. — - - -
Zhang Chuanli ......oooeeiiiiii e — — — —
Independent Non-executive Directors:
Chung Wai Man ..o — — — —
ZNANG Y& i — — — —
GUO TIANYONE 1ttt e e ae e — — — —
Supervisors:
Kong XiangWei .....ouiuiniiiiii e — — — —
Chen DeNe .. ..o — 126 — 126
Lian Xianmin ..o — 227 — 227
— 353 — 353
2,668 3,768 — 6,436
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Salaries,
allowances Pension
and benefits in scheme
Year ended 31 December 2019 Fees kind contributions Total
RMB’000 RMB’000 RMB’000 RMB’000
Executive Directors:
LiU ZNigUANE ... e — — — —
Xia0 DONGSNENG «.viinieiiie e 2,398 75 — 2,473
OW WeNg ChEONE ..cvivniiiiiiie e 2,024 4 — 2,028
Wang JINSNENE ...ovniniiiii e 2,404 41 — 2,445
6,826 120 — 6,946
Non-executive Directors:
Liu XUEJINGW L. — - - -
Zhang Chuanli ......oooeeiiiiii e — — — —
Independent Non-executive directors:
Chung Wai Man ..o — — — —
ZNANG Y& i — — — —
GUO TIANYONE 1ttt e e ae e — — — —
Supervisors:
Kong XiangWei .....ouiuiniiiiii e — — — —
Chen DeNe .. ..o — 91 — 91
Lian Xianmin ..o — 358 — 358
— 449 — 449
6,826 569 — 7,395
Note:
(i) Mr. Liu Xuejing was also the chairman of the Board of the Company during the Relevant Periods.

During each of the years ended 31 December 2016, 2017, 2018 and 2019, the director’s fees of
Mr. Tan Chengzhe, an executive director appointed on 6 August 2015 and resigned on 1 November
2018, were RMB640,000, RMB600,000, RMB600,000 and nil, respectively.

During each of the years ended 31 December 2016, 2017, 2018 and 2019, the supervisor’s
emoluments of Ms. Sun Xizhen, a supervisor appointed on 1 January 2016 and resigned on
31 October 2018 were RMB 398,029, RMB 339,373 and nil, respectively.

During each of the years ended 31 December 2016, 2017, 2018 and 2019, the supervisor’s
emoluments of Mr. Li Shujian, a supervisor appointed on 21 December 2016 and resigned on
31 October 2018 were nil, nil, nil and nil, respectively.

During each of the years ended 31 December 2016, 2017, 2018 and 2019, the supervisor’s
emoluments of Mr. Liu Xueqiang, a supervisor appointed on 9 January, 2016 and resigned on
20 December 2016 were nil, nil, nil and nil, respectively.

During each of the years ended 31 December 2016, 2017, 2018 and 2019, the supervisor’s
emoluments of Mr. Li Yong, a supervisor appointed on 1 January 2016 and resigned on 8 January
2016 were nil, nil, nil, and nil, respectively.
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There was no arrangement under which a director or supervisor waived or agreed to waive any
remuneration during the Relevant Periods.

12. FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the years ended 31 December 2016, 2017, 2018 and
2019 included nil, 1, 3 and 3 directors, respectively, details of whose remuneration are set out in note
11 above. Details of the remuneration of the remaining 5, 4, 2 and 2 highest paid employees who are
neither a director nor chairman of the Board of the Company during the Relevant Periods are as
follows:

Year ended 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000

Salaries, allowances and benefitsin kind .................cocoviviiiinn, 5,953 3,894 2,735 3,574
Pension scheme contributions..........coveviiiiiiiiiiiiiiceeea, — — — —

5,953 3,894 2,735 3,574

The number of non-director and non-chairman of the Board highest paid employees whose
remuneration fell within the following bands is as follows:

Number of employees

For the year ended
31 December

2016 2017 2018 2019

Nil to Hong Kong dollar (“HKS”) 1,000,000.........c.ceuuiiiniiiniiieiieeeeeiieeeeineeann,
HK$1,000,001 to HKS2,000,000 ........civuniiiieiineeiiiie e e e e e e e e 3
HKS$2,000,001 t0 HKS4,500,000 .......ucivuniiiieiineeiiieeeiie e e e e e e e e e e aens

[Ey
lell ~w
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o 11 |
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13. INCOME TAX EXPENSE/(CREDIT)

Year ended 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000

Current tax — Mainland China

Charge forthe year ......cooviiiiiii 1,873 539 726 1,197
Over Provision iN Prior YEars .......c..eeueeuiuneieieieieeeieeeaeenes (976) — = —
897 539 726 1,197

Deferred tax (NOTE 21) ...oviviniiii e 45 (842) 77 141

942 (303) 803 1,338

Under the Law of the People’s Republic of China on Enterprise Income Tax (the “EIT Law”) and
the Implementation Regulation of the EIT Law, the tax rate of the PRC subsidiaries is 25% during the
Relevant Periods except for the followings:

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

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

The income tax expense/(credit) can be reconciled to the profit before income tax per the
consolidated statements of comprehensive income as follows:

Year ended 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000

Profit before income tax .....oooviiiiiiii 120,790 36,816 137,414 838,719
Tax calculated at the PRC statutory rate of 25%............cccvene... 30,198 9,204 34,354 209,680
Effect of tax exemptions granted to certain operations of the

GROUD vttt ettt ettt e, (56,024) (38,304) (38,525) (209,717)
Effect of non-taxable income and non-deductible expenses,

L= P 2,427 1,215 1,690 (3,277)
Effect of temporary differences not recognised....................... 50 275 — —
Utilisation of tax losses previously not recognised ................... — (484) (6,811) (8,178)
Tax effect of tax losses not recognised.............ccoveviviininennnn.n. 25,267 27,791 10,095 12,830
Over Provision in Prior YEars......cc.veeiueiiieiieieeeieeeeeeeeeenes (976) — — —
Income tax expense/(Credit) .......coovvveieiiiiiiiiiieie e, 942 (303) 803 1,338

For the years ended 31 December 2016, 2017, 2018 and 2019, the effect of non-taxable income
and non-deductible expenses mainly arose from the fair value adjustment of biological assets.

14. DIVIDENDS

No dividend was paid or proposed to owners of the parent during the Relevant Periods, nor has
any dividend been proposed since the end of the reporting period.

15. EARNINGS PER SHARE

The basic earnings per share for each of the years ended 31 December 2016, 2017, 2018 and
2019 are calculated based on the profit of RMB120,055,000, RMB37,500,000, RMB140,383,000 and
RMB837,522,000, respectively, attributable to owners of the Company and the weighted average of
1,045,000,000 ordinary shares during the Relevant Periods.

The Company did not have any potential dilutive shares throughout the Relevant Periods.
Accordingly, the diluted earnings per share are the same as the basic earnings per share.
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16. PROPERTY, PLANT AND EQUIPMENT

Group
Plant and Office Motor Construction

Buildings machinery equipment vehicles in progress Total

RMB’000 RMB’000 RMB’000  RMB’000 RMB’000 RMB’000
At 1 January 2016
COSt eriii i 1,026,110 921,281 28,825 39,679 25,672 2,041,567
Accumulated depreciation ............ (143,667) (212,027) (13,170) (13,926) — (382,790)
Net carryingamount ................... 882,443 709,254 15,655 25,753 25,672 1,658,777
Year ended 31 December 2016
Opening net carrying amount ........ 882,443 709,254 15,655 25,753 25,672 1,658,777
Additions .......oooeiiiiiii 5,584 28,624 4,223 1,552 95,578 135,561
Transfer...cooovvviiiiiiiieen, 26,114 44,350 31 5,583 (76,078) —
Disposals ......coevvviiiiiiiiiiieie, (3,521) (2,429) (410) (720) - (7,080)
Depreciation........coceveviiiiiiininnnn. (41,143) (63,948) (4,973) (6,219) - (116,283)
Closing net carrying amount ......... 869,477 715,851 14,526 25,949 45,172 1,670,975
At 31 December 2016
COST cviiie 1,053,791 989,837 32,385 46,351 45,172 2,167,536
Accumulated depreciation ............ (184,314) (273,986) (17,859) (20,402) — (496,561)
Net carryingamount ................... 869,477 715,851 14,526 25,949 45,172 1,670,975
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Plant and Office Motor Construction
Buildings machinery  equipment  vehicles in progress Total
RMB’000 RMB’000 RMB’000  RMB’000 RMB’000 RMB’000

Year ended 31 December 2017
Opening net carrying amount....... 869,477 715,851 14,526 25,949 45,172 1,670,975
Additions........coeeviiiiiiien 65,937 56,090 8,963 1,617 446,140 578,747
Transfer .oovvviiiiceeen 32,887 38,490 1,067 - (72,444) —
Disposals .......ccveiiiiiiiiiiiieieans (18,050) (17,234) (612) (46) (1,399) (37,341)
Depreciation .........coceevveeneinnnnnn. (42,937) (67,271)  (5,706) (6,191) — (122,105)
Closing net carrying amount........ 907,314 725,926 18,238 21,329 417,469 2,090,276
At 31 December 2017
COSt i 1,134,137 1,058,879 40,837 47,243 417,469 2,698,565
Accumulated depreciation........... (226,823) (332,953) (22,599) (25,914) — (608,289)
Net carryingamount.................. 907,314 725,926 18,238 21,329 417,469 2,090,276
Year ended 31 December 2018
Opening net carrying amount....... 907,314 725,926 18,238 21,329 417,469 2,090,276
Additions........cccoeiiiiiiiin 10,438 15,828 8,889 2,837 145,046 183,038
Transfer .o.ooovvviiiiiiiiiiee 222,901 232,050 12,930 1,345 (469,226) -
Disposals .......ccveviiiiiiiiiiieian, (2,387) (6,847) (633) (125) (99) (10,091)
Depreciation ..........ccooeviiinnnnn. (50,496) (82,301) (7,122) (6,500) - (146,419)
Closing net carrying amount........ 1,087,770 884,656 32,302 18,886 93,190 2,116,804
At 31 December 2018
(0 1 P 1,363,367 1,290,200 61,354 51,056 93,190 2,859,167
Accumulated depreciation........... (275,597) (405,544) (29,052) (32,170) — (742,363)
Net carrying amount................... 1,087,770 884,656 32,302 18,886 93,190 2,116,804
Year ended 31 December 2019
Opening net carrying amount....... 1,087,770 884,656 32,302 18,886 93,190 2,116,804
Additions......coooeviiiiiii 5,437 19,881 9,757 1,894 221,653 258,622
Transfer .....ooooviviiiiii 80,719 126,122 15,183 915 (222,939) —
Disposals ....ovviiniiniiiieiieieieen (21,271) (17,044) (911) (1,206) — (40,432)
Depreciation .........cocevivinnennnnn. (55,097) (92,183) (9,362) (6,463) — (163,105)
Closing net carrying amount........ 1,097,558 921,432 46,969 14,026 91,904 2,171,889
At 31 December 2019
COSt i 1,397,933 1,388,607 84,095 50,433 91,904 3,012,972
Accumulated depreciation........... (300,375) (467,175) (37,126) (36,407) — (841,083)
Net carryingamount.................. 1,097,558 921,432 46,969 14,026 91,904 2,171,889
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Company
Plant and Office Motor Construction
Buildings  machinery equipment vehicles in progress Total
RMB’000 RMB’000  RMB’000  RMB’000 RMB’000 RMB’000
At 1 January 2016
COSt i 706,412 577,399 18,529 35,024 13,439 1,350,803
Accumulated depreciation.............. (90,979) (99,347) (7,936) (12,266) — (210,528)
Net carryingamount..................... 615,433 478,052 10,593 22,758 13,439 1,140,275
Year ended 31 December 2016
Opening net carrying amount.......... 615,433 478,052 10,593 22,758 13,439 1,140,275
Additions.....coeveiiiiii 1,316 5,561 773 529 61,382 69,561
Transfer .o 19,567 20,904 32 5,583  (46,086) —
DispOosals c.vuvuiiiiiiii e (3,468) (1,027) (84) (720) — (5,299)
Depreciation .........ccccceevviiiiiniinennn.. (32,739) (38,545) (3,012) (5,565) — (79,861)
Closing net carrying amount........... 600,109 464,945 8,302 22,585 28,735 1,124,676
At 31 December 2016
COSt i 723,428 601,537 19,249 40,673 28,735 1,413,622
Accumulated depreciation.............. (123,319) (136,592) (10,947) (18,088) — (288,946)
Net carryingamount..................... 600,109 464,945 8,302 22,585 28,735 1,124,676
Year ended 31 December 2017
Opening net carrying amount.......... 600,109 464,945 8,302 22,585 28,735 1,124,676
Additions......cceeviiiiiiee 58,574 30,491 6,473 1,526 44,551 141,615
Transfer ..oviviiiii 11,104 29,828 - - (40,932) -
Disposals .......cceviviiiiiiiiiiiiien (11,855) (15,555) (507) (16) (1,399) (29,332)
Depreciation .......ccccoeeviiiiiiiiiiiinnnns (33,883) (40,378) (3,523) (5,517) - (83,301)
Closing net carrying amount........... 624,049 469,331 10,745 18,578 30,955 1,153,658
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Plant and Office Motor Construction

Buildings  machinery equipment vehicles in progress Total

RMB’000  RMB’000 RMB’000  RMB’000 RMB’000 RMB’000
At 31 December 2017
(0 1 N 781,244 640,054 24,656 42,169 30,955 1,519,078
Accumulated depreciation.............. (157,195) (170,723) (13,911) (23,591) — (365,420)
Net carryingamount..................... 624,049 469,331 10,745 18,578 30,955 1,153,658
Year ended 31 December 2018
Opening net carrying amount.......... 624,049 469,331 10,745 18,578 30,955 1,153,658
Additions.....ccooeeiiiiiii 7,489 6,590 1,394 1,249 26,208 42,930
Transfer ..ooooviiiiiiie 7,898 13,769 1,769 173 (23,609) —
Disposals ...uvvuiiniiiiieiiee e (151) (4,533) (118) (104) — (4,906)
Depreciation .........ccccvevivineiniinennnn. (36,817) (43,057) (3,353) (5,628) — (88,855)
Closing net carrying amount........... 602,468 442,100 10,437 14,268 33,554 1,102,827
At 31 December 2018
COSt it 796,446 652,979 27,325 43,296 33,554 1,553,600
Accumulated depreciation.............. (193,978) (210,879) (16,888) (29,028) — (450,773)
Net carryingamount..................... 602,468 442,100 10,437 14,268 33,554 1,102,827
Year ended 31 December 2019
Opening net carrying amount.......... 602,468 442,100 10,437 14,268 33,554 1,102,827
Additions......covveiiiiiiiee 2,763 5,754 396 1,653 152,511 163,077
Transfer oo 20,443 94,349 9,375 915 (125,082) —
Disposals .....c.coeviviiiiiiiieien (314) (2,052) (77) (82) - (2,525)
Depreciation .......ccccevvviiiiiiiiiininnnns (37,859) (47,082) (3,936) (5,744) — (94,621)
Closing net carrying amount........... 587,501 493,069 16,195 11,010 60,983 1,168,758
At 31 December 2019
COSt i 819,272 749,295 36,468 45,174 60,983 1,711,192
Accumulated depreciation.............. (231,771) (256,226) (20,273) (34,164) — (542,434)
Net carryingamount..................... 587,501 493,069 16,195 11,010 60,983 1,168,758

As at 31 December 2016, 2017, 2018 and 2019, certain of the Group’s buildings with an
aggregate net carrying amount of RMB62,148,000, nil, RMB60,187,000 and nil, respectively, were
pledged to secure banking facilities granted to Yanggu Xiangguang Copper Co., Ltd. (“Xiangguang
Copper”), a fellow subsidiary of the Group (note 33).

As at 31 December 2018 and 31 December 2019, certain of the Group’s machinery with an
aggregate net carrying amount of RMB89,630,000 and RMB157,940,000, respectively, were pledged
to secure a loan from financial institution (note 29).

As at 31 December 2016, 2017, 2018 and 2019, certain of the Group’s property, plant and
equipment with an aggregate net carrying amount of nil, RMB22,732,000, RMB22,855,000 and
RMB249,484,000, respectively, were pledged to secure the bank loans (note 29).

As at the date of this report, the Group are in the process of applying for the title certificates of
certain of their buildings with an aggregate net carrying amount of nil, RMB10,603,000,
RMB173,804,000 and RMB17,234,000, respectively, as at 31 December 2016, 2017, 2018 and 2019.
The Directors are of the opinion that the aforesaid matters will not have any significant impact on the
Group and the Company’s financial position.
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17. RIGHT-OF-USE ASSETS AND LEASE LIABILITIES

Group

At 1January 2016......cccceviiniinnininnns
Addition ..o.oveviiii
Depreciation expense............cceevvene.
Interest expense .......cocvvvviviiiininnnnn.
Payment ......coooviiiiii

At 31 December 2016 and 1 January

Depreciation expense...........c..ce.eueens
Interest expense .......c.coceveviiiiiinnnnn.
Payment ......coooiiiiiiii

At 31 December 2017 and 1 January

Depreciation expense......................
Interest expense .........cooeeeiiiiiinnnt.
Payment ........ooiiiiiiii

At 31 December 2018 and 1 January

Disposal.....cccoeviiiiiiiiiiii
Depreciation expense............cceeueene.
Interest expense .......cocvvvviviiiininnnnn.
Payment ......cooovviiiiiii

At 31 December 2019..........ccenenen.n.

Land use rights Plant and office Total
Right-of-use Lease Right-of-use Lease Right-of-use Lease
assets liabilities assets liabilities assets liabilities
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
239,314 171,073 10,206 10,206 249,520 181,279
23,513 936 3,501 3,501 27,014 4,437
(5,579) —  (1,377) — (6,956) —
— 9,886 — 649 — 10,535
—  (15,122) —  (2,414) —  (17,536)
257,248 166,773 12,330 11,942 269,578 178,715
18,823 12,932 309 309 19,132 13,241
(6,325) — (2,622) — (8,947) —
— 10,332 — 607 — 10,939
— (15,752) — (3,197) — (18,949)
269,746 174,285 10,017 9,661 279,763 183,946
7,649 — 4,069 4,069 11,718 4,069
(7,085) — (796) — (7,881) —
— 10,119 — 661 — 10,780
—  (11,801) — (1,382 —  (13,183)
270,310 172,603 13,290 13,009 283,600 185,612
191 — 15,066 15,066 15,257 15,066
(630) — — — (630) —
(7,127) —  (3,123) —  (10,250) —
— 9,988 — 1,533 — 11,521
—  (11,335) —  (3,945) —  (15,280)
262,744 171,256 25,233 25,663 287,977 196,919

— I-51 —



APPENDIX | ACCOUNTANTS’ REPORT

Company
Land use rights Plant and office Total
Right-of-use Lease Right-of-use Lease Right-of-use Lease
assets liabilities assets liabilities assets liabilities
RMB’000 RMB’000 RMB’000  RMB’000  RMB’000 RMB’000
At 1January 2016......cccoevevinininnnnnnn. 182,782 167,453 8,825 8,825 191,607 176,278
Depreciation expense...................... (3,846) — (180) — (4,026) —
Interest expense .......cocoevviviiiininnnnn. — 9,682 — 511 — 10,193
Payment ......cooeviiiiiiiiii - (14,569) - (768) - (15,337)
At 31 December 2016 and 1 January
2017 e 178,936 162,566 8,645 8,568 187,581 171,134
Addition ....oveiii 8,352 12,931 — — 8,352 12,931
Depreciation expense..............cc.ueee. (4,098) — (180) — (4,278) -
Interest expense .......c.cooeeeiiiiiiinnnn. — 10,148 — 495 — 10,643
Payment .......coovvviiiiiiiieiee e —  (15,238) — (768) —  (16,006)
At 31 December 2017 and 1 January
2018 .. 183,190 170,407 8,465 8,295 191,655 178,702
Addition ..o 4,176 — — — 4,176 —
Depreciation expense...................... (4,112) — (180) — (4,292) —
Interest expense .....cccoevvviiiiiininnnnn. — 9,954 — 484 — 10,438
Payment ......cooviiiiiiiii — (11,300) — (560) — (11,860)
At 31 December 2018 and 1 January
2019 i 183,254 169,061 8,285 8,219 191,539 177,280
Disposal.....cccoeviiiiiiiiiiiiie (205) — — — (205) —
Depreciation expense...................... (4,144) — (180) — (4,324) —
Interest expense .......coceevviviiiininnnnn. — 9,873 — 480 — 10,353
Payment ......coovviiiiiiiii - (11,112) - (543) - (11,655)
At 31 December 2019.........cccevvenenne. 178,905 167,822 8,105 8,156 187,010 175,978

The lease liabilities as at 31 December 2016, 2017, 2018 and 2019 of the Group and the
Company can be analysed as follows:

Group
As at 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000
NON-CUrreNnt POrtioN .....c.cuiuiiiii e 171,369 182,508 183,635 193,443
CUrrent POrtioN ... 7,346 1,438 1,977 3,476
178,715 183,946 185,612 196,919
Company
As at 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000
NON-CUIreNt POItioN ...cuininiii s 165,679 177,119 175,818 174,438
CUrreNt POITION c.ouiiii e 5,455 1,583 1,462 1,540

171,134 178,702 177,280 175,978

—1-52 —



APPENDIX | ACCOUNTANTS’ REPORT

The following tables show the remaining contractual maturities of the lease liabilities of the
Group and the Company at the end of the reporting periods.

Group
Present More More
value of thanone thantwo
the Total Within year but years
minimum  minimum oneyear lessthan butless More
lease lease oron two than five  than five
payments payments demand years years years
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
At 31 December 2016.......ceeeveininininininnn.n. 178,715 479,964 16,706 12,527 34,181 416,550
At 31 December 2017 .....ovveeeniiiiiiiiiinnnn. 183,946 490,914 12,908 12,121 35,873 430,012
At 31 December 2018 .......ceoeveiiniinininnnnn. 185,612 482,021 13,241 13,149 37,568 418,063
At 31 December 2019 .......cceveveiiiiiiiiininnn.n. 196,919 485,052 15,294 15,398 43,319 411,041
Company
Present More More
value of thanone thantwo
the Total Within year but years
minimum  minimum oneyear lessthan butless More
lease lease oron two than five  than five
payments payments demand years years years
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
At 31 December 2016 ........ccocevviiiiinineinnnn. 171,134 459,167 15,337 11,194 32,480 400,156
At 31 December 2017 ......cocviiiiiiiiiiens 178,702 480,224 12,021 11,654 34,953 421,596
At 31 December 2018 ........ccooevviiiiinineinnns 177,280 468,203 11,654 11,654 34,947 409,948
At 31 December 2019 ........ccooeiiiiiiiieinns 175,978 456,549 11,654 11,652 34,944 398,299

The leasehold lands are situated in the PRC and are held on leases of 25 to 50 years.

As at 31 December 2016, 2017, 2018 and 2019, certain of the Group’s right-of-use assets with
aggregate net carrying amounts of RMB13,276,000, RMB3,446,000, RMB3,323,000 and
RMB26,740,000, respectively, were pledged to secure banking facilities granted to the Group (note
29).

As at 31 December 2016, 2017, 2018 and 2019 certain of the Group’s right-of-use assets with an
aggregate net carrying amount of approximately RMB34,933,000, nil, RMB17,936,000 and nil were
pledged to secure banking facilities granted to Xiangguang Copper, a fellow subsidiary of the Group
(note 33).

The Group has applied the exemption of not to recognise right-of-use assets and lease liabilities
for short-term leases and leases of low-value assets.
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18. INTANGIBLE ASSETS

Group

As at 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000

At beginning of year

(60 ] PPN 10,854 10,979 17,131 18,582
Accumulated amortisation .........cccoeviiiiiiii (3,747) (4,805) (6,075) (7,550)
Net carrying amouUNT . ... 7,107 6,174 11,056 11,032
For the year

Opening net carrying amouNt .........cviiiiiiiiiinii e 7,107 6,174 11,056 11,032
AdAITIONS « e 125 6,152 1,451 6
AMOItISATION L.uuieie e (1,058) (1,270) (1,475) (1,510)
Closing net carrying amouNt..........oeuviiiiiiiieie e 6,174 11,056 11,032 9,528
At end of year

(60 ] PP PPN 10,979 17,131 18,582 18,588
Accumulated amortisation ...........ccocoiiiiiiiii (4,805) (6,075) (7,550) (9,060)
Net carrying amoUNT .....ouvuiiiii s 6,174 11,056 11,032 9,528
Company

As at 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000

At beginning of year

(70 1) N 2,792 2,917 9,037 9,037
Accumulated amortisation ...........ooeiiiiiiii (453) (706) (1,169) (1,734)
Net carrying amoUNT .....ouvuii e 2,339 2,211 7,868 7,303
For the year

Opening net carrying amouNnt .......coovviiiiiieeee e 2,339 2,211 7,868 7,303
AdAITIONS « e e 125 6,120 — —
AMOTtISATION © vt (253) (463) (565) (565)
Closing net carrying amouNt ........co.vuviiiiiiiir e 2,211 7,868 7,303 6,738
At end of year

(010 1 RN 2,917 9,037 9,037 9,037
Accumulated amortisation ...........cccoiviiiiiiii (706) (1,169) (1,734) (2,299)
Net carrying amoUNt ..ot 2,211 7,868 7,303 6,738

The intangible assets of the Group and the Company mainly represents its purchased computer
software, namely systems applications and products in data processing (“SAP system”), a well-
developed system which consists of a number of fully integrated modules and covers virtually every
aspect of business management. The Company expects SAP system would be available for use for 10
years, which forms the basis of its useful life after taking into account, among other things, that the
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production processes of the Group did not have material changes in the past few years and are not
expected to be changed materially in the near future.

19. BIOLOGICAL ASSETS
(a) Nature of agricultural activities

The biological assets of the Group and the Company represent breeders, broilers and broiler
eggs. The broilers and broiler eggs are raised for sale and consumption in production, which are
classified as current assets. Breeders are held to produce further broiler eggs and broilers, which are
classified as non-current assets.

The quantity of biological assets owned by the Group and the Company as at 31 December
2016, 2017, 2018 and 2019 are as follows:

Group
As at 31 December
2016 2017 2018 2019
BreAEIS vt s 1,679,292 1,404,017 1,629,288 1,615,581
Broilers oo 11,470,623 10,652,949 9,923,145 10,641,754
Broiler @88S....cciviiiiiiii 16,584,554 13,575,167 14,401,520 13,597,187
29,734,469 25,632,133 25,953,953 25,854,522
Company
As at 31 December
2016 2017 2018 2019
Bre@ders ..o.ouininiiii 1,677,152 1,397,024 1,603,805 1,608,041
Broilers oo 11,470,623 10,574,454 9,904,774 10,506,034
Broiler @88S....ouuieieiiie e 16,569,323 13,550,618 14,394,256 13,597,187

29,717,098 25,522,096 25,902,835 25,711,262

Financial risk management strategies

The Group and the Company are exposed to financial risks arising from changes in chicken
prices. The Group and the Company do not anticipate that chicken prices will decline significantly in
the foreseeable future and, therefore, have not entered into derivative or other contracts to manage
the risk of a decline in chicken prices. The Group and the Company review its outlook for chicken
prices regularly in considering the need for active financial risk management.

Risks related to agricultural activities

The Group is subject to laws and regulations in the location in which it operates breeding of
chickens. 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.
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The Group’s biological assets are exposed to the risk of damage from climatic changes, diseases
and other natural forces. The Group has extensive processes in place aimed at monitoring and
mitigating these risks, including regular inspections, disease controls, surveys and insurance.

(b) Reconciliation of the carrying amount of biological assets

Group
Broilers and
Breeders broiler eggs Total
RMB’000 RMB’000 RMB’000

At 1January 2016 .......c.oeeiiiiiiiiiii s 85,277 92,057 177,334
Increase due to purchases/raising .........ccoveveiiieiiieiieeiieeeiee, 116,520 1,702,506 1,819,026
Gain arising from changes in fair value less estimated costs to sell .... 2,310 2,952 5,262
Transfer to inventories at the point of harvest................cooovvennnen. — (1,399,807) (1,399,807)
Decrease due to CUlliNg ...ovnveieiii i (83,216) - (83,216)
Decrease due to Sales ...ouivieieiii i (7,704)  (285,214) (292,918)
At 31 December 2016 and 1 January 2017.................ccooiiiininnnnns 113,187 112,494 225,681
Increase due to purchases/raiSing ........cocveueeuiiiiiiiiiiiieiieeieeeeeann, 101,707 1,693,898 1,795,605
Gain arising from changes in fair value less estimated costs to sell .... 5,364 3,334 8,698
Transfer to inventories at the point of harvest.............................. — (1,411,023) (1,411,023)
Decrease due to cUlling .......coviiiniiii i (86,570) — (86,570)
Decrease due toSales .....cuveeiriiinii e (22,822) (278,034) (300,856)
At 31 December 2017 and 1 January 2018...............cccevveiniinennnnen. 110,866 120,669 231,535
Increase due to purchases/raising ........ccoveveeiieiiiiiiiiiieeieeieeeeieanes 122,056 1,642,521 1,764,577
(Loss)/gain arising from changes in fair value less estimated costs to

Sl e (10,706) 28,848 18,142
Transfer to inventories at the point of harvest...................oooeenne. — (1,377,062) (1,377,062)
Decrease due to CUlling .....ovuiviiini (82,342) — (82,342)
Decrease due to Sales .....ivieiiiii i (12,918) (276,554) (289,472)
At 31 December 2018 and 1 January 2019............cccoeviviiivinennnnnn. 126,956 138,422 265,378
Increase due to purchases/raising .........ccoveveiiieiiieiieeiieeeeeeee, 131,774 3,014,342 3,146,116
Gain/(loss) arising from changes in fair value less estimated costs to

Sl e 14,249 (10,803) 3,446
Transfer to inventories at the point of harvest................coovvinnnen. — (2,696,716) (2,696,716)
Decrease due to CUlliNg ...ovnveieiinii e (101,275) — (101,275)
Decrease due to Sales ...vuivieieiii e (13,827) (303,372) (317,199)
At 31 December 2019 .........cc.iuiiiiiiiiii e 157,877 141,873 299,750

As at 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000

Change in unrealised gain for the year included in profit or loss for
the following assets held at year end
— BrERURIS vt 4,628 9,993 9,494 13,536
— Broilers and broiler €ggs.........cooviiiiiiiiiiii 15,901 19,235 46,551 37,280

20,529 29,228 56,045 50,816
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Company
Broilers and
Breeders broiler eggs Total
RMB’000 RMB’000 RMB’000

At 1JanUary 2016 ........ouuiuniiiiiiiiei e 85,277 92,057 177,334
Increase due to purchases/raising .........coveveeiieiiiiiiiiiiieieeeeeeieanns 115,828 1,702,506 1,818,334
Gain arising from changes in fair value less estimated costs to sell .... 1,966 2,952 4,918
Transfer to inventories at the point of harvest...................ocoeenne. — (1,399,807) (1,399,807)
Decrease due to CUlling .....oouiviininiii e (83,216) — (83,216)
Decrease due to Sales .....ivieiiiii i (7,704)  (285,214) (292,918)
At 31 December 2016 and 1 January 2017............cccoeivvviinninennnnnn. 112,151 112,494 224,645
Increase due to purchases/raising .........ccoveveiiieiiieiieeiieeeiee, 102,095 1,687,884 1,789,979
Gain arising from changes in fair value less estimated costs to sell .... 4,142 5,757 9,899
Transfer to inventories at the point of harvest................cooovvennnen. — (1,411,023) (1,411,023)
Decrease due to CUlliNg ...ovnveieiii i (86,570) - (86,570)
Decrease due tosales .....oevniniiniiiiii (22,822) (278,034) (300,856)
At 31 December 2017 and 1 January 2018..................coooeiininnnnns 108,996 117,078 226,074
Increase due to purchases/raiSing ........cocveueeuiiiiiiiiiiiieiieeieeeeeann, 115,631 1,648,078 1,763,709
Gain/(loss) arising from changes in fair value less estimated costs to

Sl e (4,972) 25,431 20,459
Transfer to inventories at the point of harvest.............................. — (1,377,062) (1,377,062)
Decrease due to cUlling .......coviiiniiiii i (82,342) — (82,342)
Decrease due to Sales .....ovveieiii i (12,918) (276,554) (289,472)
At 31 December 2018 and 1 January 2019...............cccoveiiinennnee. 124,395 136,971 261,366
Increase due to purchases/raising ........ccoveveeiieiiiiiiiiiieeieeieeeeieanes 131,332 3,012,092 3,143,424
Gain/(loss) arising from changes in fair value less estimated costs to

Sl e 14,437 (14,186) 251
Transfer to inventories at the point of harvest...................oooeenne. — (2,695,216) (2,695,216)
Decrease due to CUlling .....ovuiviiini (101,275) — (101,275)
Decrease due to Sales .....ivieiiiii i (13,827) (303,372) (317,199)
At31December 2019 ..o 155,062 136,289 291,351

As at 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000

Change in unrealised gain for the year included in profit or loss for
the following assets held at year end
— BrEEABIS et 4,193 8,335 13,571 17,780
— Broilers and broiler €ggs..........cccoeviiiiiiiii 15,991 21,747 46,229 32,992

20,184 30,082 59,800 50,772
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Biological assets as at 31 December 2016, 2017, 2018 and 2019 are stated at fair values less

estimated costs to sell and are analysed as follows:

Group

NON-CUITeNt POrtioN «.ovveir e
CUrrENt POITION .onii e e

Company

NON-CUrreNnt POrtioN .....c.ouiuiiiiii e
CUrrent POrtioN ...

(c) Measurement of fair value

As at 31 December

2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000
113,187 110,866 126,956 157,877
112,494 120,669 138,422 141,873
225,681 231,535 265,378 299,750

As at 31 December

2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000
112,151 108,996 124,395 155,062
112,494 117,078 136,971 136,289
224,645 226,074 261,366 291,351

The Group’s chicken were independently valued by the independent and qualified valuers,

Jones Lang LaSalle Sallmanns Limited.

The fair value of biological assets is a level 3 recurring fair value measurement. The
reconciliations from the beginning balances to the ending balances for fair value measurements of
the biological assets are disclosed in note 19(b) above. There were no transfers into or out of level 3

during the Relevant Period.

Key assumptions and inputs

The fair value of the biological assets is determined by using the market approach and
replacement cost approach and is with reference to the market-determined prices of items with
similar size, species, age and weight. These adjustments are based on unobservable inputs.
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Set forth below are the valuation techniques, key assumptions and inputs adopted in the

valuation process to determine the fair values of the biological assets of the Group and the Company

as at

Notes:

(a)

(b)

31 December 2016, 2017, 2018 and 2019.

Year ended 31 December

2016 2017 2018 2019

Breeders (Note (a))
Per head market price of breeder chick and culled

breeder chicken (RMB) ........ccccoevviiiiiiniinannn. 25.00-41.76 26.4-46.82 23.50-39.33 26.05-59.30
Per head cost required to raise a mature breeder

(RMIB) e 0-90.62 0-90.50 0-100.43 0-64.17
Rate of reduction/consumption......................... 0%-70% 0%-66% 0%-63% 0%-44%
Broilers (Note (b))
Per head market price (RMB) ..........ccceeuneuneennnn. 16.55 18.06 17.23 20.57
Broiler eggs (Note (b))
Per piece market price (RMB) ..........ccccceeuveennenn. 0.92 1.26 3.62 2.50

Since there are no market prices for breeders at different stages, the replacement cost approach is adopted in this practise. The
valuation was based on the market prices of the breeder chick and culled breeder chicken and the estimated cost for rearing
breeder, with adjustment for the reduction/consumption of the useful lives of the breeder.

Market-based prices for broiler chick, mature broiler and broiler egg can be obtained from traded market. Given the relatively short
finishing cycle of broilers, the fair values of the broilers and broiler eggs are developed through the application of market approach
with reasonable adjustments to reflect the age differences during the rearing period.

A significant increase/decrease in market price and cost required to raise a mature breeder in

isolation would result in a significant increase/decrease in the fair value of the biological assets.

A significant increase/decrease in rate of reduction/consumption in isolation would result in a

significant decrease/increase in the fair value of the biological assets.

20. INVESTMENTS IN SUBSIDIARIES
Company
As at 31 December
2016 2017 2018 2019
RMB’000 RMB’000  RMB’000 RMB’000
Unlisted investments, at COSt .....ovviviiiiiiiiiiiieeenns 795,363 875,363 1,141,327 1,141,327
Provision for impairment............ccoooiiiiiiiiiiiie (93,623) (93,623) (93,623) (93,623)
701,740 781,740 1,047,704 1,047,704
Particulars of all subsidiaries of the Company are as disclosed in note 1 to the Historical Financial
Information.
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21. DEFERRED TAX ASSETS

Movement in deferred income tax assets during the Relevant Periods is as follows:

Group

At 1 January 2016
Charged to profit or loss

At 31 December 2016 and 1 January 2017
Credited to profit or loss

At 31 December 2017 and 1 January 2018
Charged to profit or loss

At 31 December 2018 and 1 January 2019
Charged to profit or loss

At 31 December 2019

Government

grants

received not
yet recognised

as income
RMB’000

2,930
(45)

2,885
842

3,727
(77)

3,650
(141)

3,509

The Group has tax losses arising in Mainland China of RMB202,371,000, RMB311,597,000,
RMB324,732,000 and RMB343,340,000, respectively, as at 31 December 2016, 2017, 2018 and 2019
that will expire in one to five years for offsetting against taxable profits. Deferred tax assets have not
been recognised in respect of these losses as it is not considered probable that taxable profits will be

available against which the tax losses can be utilised.

22. INVENTORIES

Group
As at 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000
Raw materials ....ooeei s 160,809 126,411 135,515 146,010
WOTrK-IN-PrOgIreSS . c.ueuiniiiit ettt 341 631 269 358
Finished 800dS ....cuieiii e 336,004 381,767 211,731 338,657
497,154 508,809 347,515 485,025
Company
As at 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000
RaW Materials ...oveeie s 107,701 97,726 98,110 98,305
Finished 00dS ....vuieiii e 5,770 3,419 2,609 766
113,471 101,145 100,719 99,071
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23. TRADE AND BILLS RECEIVABLES

Group
As at 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000
Trade receivables ....o.oeieieii s 82,319 106,659 191,298 209,816
Less: impairment provision/loss allowance .............ccccceevvninnn. (1,628) — (2,650) (3,191)
80,691 106,659 188,648 206,625
Company
As at 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000  RMB’000
Trade receivables. . ..o 3,265 3,180 3,180 3,180
Less: impairment provision/loss allowance ................c.ccceenee. (1,628) — (1,590) (1,590)
1,637 3,180 1,590 1,590
Bills receivable ........c..ooniiiii i 330,000 435,000 411,000 236,200

331,637 438,180 412,590 237,790

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

An aged analysis of the balance of trade receivables as at the end of each of the Relevant
Periods, based on the invoice date and net of provision, is as follows:

Group
As at 31 December
2016 2017 2018 2019

RMB’000 RMB’000 RMB’000  RMB’000
Within Imonth ... 66,823 72,773 155,934 136,053
1t03mMONthS (o 11,040 26,614 30,481 62,779
3 MONTNS t0 L VAN . tnitiiie et 1,200 3,961 592 1,403
(@)= =T T PPN 1,628 3,311 1,641 6,390

80,691 106,659 188,648 206,625
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Company
As at 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000
3 MONtNSTO 1 YEAI vt 9 — - —
(@A = Y= T N 1,628 3,180 1,590 1,590

1,637 3,180 1,590 1,590

The movement in provision for impairment/loss allowance of trade receivables is as below:

Group
As at 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000

At beginning of year under IAS39/IFRS 9 .....cvviviiiiiiiiiieieeeean, — 1,628 — 2,650
Effect of adoption of IFRS 9 ..., — — 883 —
At beginning of year........coooiiiiiiii — 1,628 883 2,650
Impairment loss/(reversal of impairment loss) recognised

(NOLE L0) tenineiei et 1,628  (1,628) - -
Loss allowance recognised (Note 10) ........ccvvvvvviniiiiiiiiiiieieneanen. — — 1,767 541
At end Of YA ...ieiei i 1,628 — 2,650 3,191
Company

As at 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000

At beginning of year under IAS39/IFRS 9 .....cccovivniiiiiieieiienn, — 1,628 — 1,590
Effect of adoption of IFRS 9 ....veiiiiiii i, — — 159 —
At beginning of year........ccooiiiiiiii — 1,628 159 1,590
Impairment loss/(reversal of impairment loss) recognised 1,628  (1,628) — —
Loss allowance recognised ..........coeoeviiiiiiiiiiiiiee e — — 1,431 —
At end Of Year.....oviii i 1,628 — 1,590 1,590

The Group and the Company recognised impairment loss based on the accounting policy stated
in notes 5(g)(A)(ii) and note 5(g)(B)(ii).

The individually impaired trade receivables relate to a customer that no longer has transactions
with the Group and only a portion of the receivable is expected to be recovered.
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An aged analysis of trade receivables as at 31 December 2016 and 2017, that are neither
individually nor collectively considered to be impaired, is as follows:

Group
As at 31 December
2016 2017
RMB’000 RMB’000
Neither past due NOr imPaired ..........couiiiii e 68,117 92,589
Within 3 months Past AU ... ....couiiii e 10,074 8,200
3 mMOoNths t0 1 Year Past AUE .....ouiuiit i e 872 2,582
OVEr L YEar PAST AU e ittt 1,628 3,288
80,691 106,659
Company
As at 31 December
2016 2017
RMB’000 RMB’000
3 mMoNths t0 1 year Past AUE ......cuiuiiii i e ee e 9 —
(O A7 o YT Tl o 1y fl e [ PN 1,628 3,180

1,637 3,180

Trade receivables from third parties that were neither past due nor impaired relate to a large
number of diversified customers for whom there was no recent history of default.

Trade receivables that were past due but not impaired relate to a number of independent
customers that have a good track record with the Group. The Directors are of the opinion that no
provision for impairment is necessary in respect of these balances as there has not been a significant
change in credit quality and the balances are still considered fully recoverable.

Further details on the group’s credit policy and credit risk arising from trade receivables are set
out in note 38.

The Company’s bills receivable are all aged within six months and are neither past due nor
impaired. The Company’s bills receivable are bills issued by certain subsidiaries of the Company for
intra-group transactions, of which amounts of RMB330,000,000, RMB120,000,000, RMB311,000,000
and RMB30,000,000 were discounted with recourse to GMK Finance Co., Ltd. (“GMK Finance”), a
fellow subsidiary of the Company and a financial institution in Mainland China, for short-term
financing of which the associated borrowings amounted to RMB327,413,000, RMB116,847,000,
RMB307,758,000 and RMB29,949,000 as at 31 December 2016, 2017, 2018 and 2019, respectively.
Other than above, bills receivable were discounted which recourse to certain banks for short-term
financing of which the associated borrowings amounted to RMB307,747,000, RMB98,077,000 and
RMB198,542,000 as at 31 December 2017, 2018 and 2019 respectively. As the Company has not
transferred to GMK Finance and the banks the significant risks and rewards relating to these
receivables, it continues to recognise the full carrying amount of the receivables and has recognised
the cash received on the transfer as secured borrowings (note 29). The Company’s bills receivable
and the corresponding bills payable have been eliminated in the consolidated financial statements.
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24.

Notes:

(a)

(b)

PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES
Group

As at 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000

Non-current

Prepayments for property, plant and equipment (note a).......... 45,860 19,189 14,319 43,375
DEPOSITS PAIT coueiie e 73 3,100 2,100 16,838
45,933 22,289 16,419 60,213
Current
PrepPaYMENTS. i 29,228 36,244 58,717 69,652
Deposits paid and other receivables (note b) ...............oeeinil. 10,688 17,055 3,909 3,787
VAT and other recoverable .........cccoviiiiiiiiiiiiica 94,963 154,851 101,435 85,092
134,879 208,150 164,061 158,531
180,812 230,439 180,480 218,744
Company

As at 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000

Non-current

Prepayments for property, plant and equipment (note a)........ 24,972 9,607 5411 27,741
Current

Prepayments .. ..o 16,312 25,994 33,440 33,536
Deposits paid and other receivables (note ¢)...........ccoevveunnnns 8,294 15,628 2,728 2,549
VAT and other recoverable ...........ccooviiiiiiiiiiie — 8 — —

24,606 41,630 36,168 36,085
49,578 51,237 41,579 63,826

Included in prepayments for property, plant and equipment of the Group and the Company are balances of prepayments made to 11|
FORAE (55 B) A FRIE(E/A A (“Fengxiang Group”), immediate holding company of the Company, of RMB23,708,557, RMB8,489,000, nil
and nil as at 31 December 2016, 2017, 2018, and 2019, respectively.

The loss allowance for other receivables of the Group under IFRS 9 as at 31 December 2018 and 2019 were approximately
RMB2,921,000 and RMB3,125,000 respectively. The movement in provision for impairment/loss allowance of other receivables of
the Group is as below:

As at 31 December

2016 2017 2018 2019

RMB’000 RMB’000 RMB’000 RMB’000
At beginning of year under IAS39/IFRS 9 .....ccivviiiiiiiieiieeeean, — — — 2,921
Effect of adoption of IFRS 9 ....viviriii i — — 2,049 —
At beginning of Year......o.viuiiiii — — 2,049 2,921
Loss allowance recognised (Note 10) .........c.cevuiiiiiiiineieieinaanns — — 872 204
At end Of Year ... .o — — 2,921 3,125
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()

25.

The loss allowance for other receivables of the Company under IFRS 9 as at 31 December 2018 and 2019 were approximately
RMB2,760,000 and RMB2,504,000 respectively. The movement in provision for impairment of other receivables of the Company is
as below:

As at 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000

At beginning of year under IAS39/IFRS 9 ......ccoviviiiiiieieeian, — — — 2,760
Effect of adoption of IFRS 9 ....vuiiiiiiii e, — — 1,894 —
At beginning of year........ccooiiiiiii — — 1,894 2,760
Loss allowance/(reversal of loss allowance) recognised ................ — — 866 (256)
At end Of YA ..o — — 2,760 2,504

BALANCES WITH SUBSIDIARIES, ULTIMATE HOLDING COMPANY, IMMEDIATE HOLDING
COMPANIES AND RELATED PARTIES

The balances with these related parties, subsidiaries, immediate holding companies and

ultimate holding company are trade in nature, unsecured, non-interest-bearing and repayable on
demand.

The tables below provide further analysis of balances with related parties.

Group

As at 31 December
2016 2017 2018 2019
Notes RMB’000 RMB’000 RMB’000 RMB’000

Due from a related party
Due from a related company
IR LA RE PR AT FRA T (“Aode Energy”) vovvvvveeeeeeeeeeeenins (i) 3,214 — — 46

Due to related parties
Due to a fellow subsidiary
Fengxiang Supermarket...........cooeviiiiiiiiiiiiiiiiiieeens 2 — - —

Due to related companies

AOdE ENBIBY . onitiii e (i) 674 1,353 1,680 2,213
VAR BE g B 2E A PR T (“Yanggu Lanhai”) ..ooevvveenen...... (ii) — — — 255
TSR A BRZ 7 (“Xiangguang Logistics”) ............. (i) 3,206 2,922 1,201 1,824
L H R F AL A BRZS 7] (“Xiangrui Copper”) wuvevvveeneeenn. (i) 241 — — —
LSRR 7k 2 TR A R 7] (“Shandong Xiangtai

ENGINEEriNg”) ..oieiiii i (ii) — 673 876 991

4,121 4,948 3,757 5,283
4,123 4,948 3,757 5,283
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Notes:
(i)
(i)

26.

Company

As at 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000

Due from a related party
Due from a related cOompany ............c.coeeoieiiniiiineininiinennes
AOAE ENEIBY et (i) 2,539 — — —

Due to related parties
Due to a fellow subsidiary .............cc.coueoiiiiiiiiiiiiiiiniiniinineans

Fengxiang Supermarket .........ccooeviiiiiniiiiiiie, 1 — — —
1 — — —

Due to related companies ..............c.ccoeviiiiiiiiiiiiiiiiiiiiiaeann,
XiaNGrUi COPPET . vnieiteii et (i) 241 — — —
AOdE ENBIZY oniniiiiiei e (i) — 1,353 1,445 1,793

241 1,353 1,445 1,793
242 1,353 1,445 1,793

The ultimate parent of the Company has significant influence over these entities.
The ultimate shareholders of the Company, Mr. Liu Xuejing, Mr. Liu Zhiguang and Mr. Liu Zhiming, have a combined 100% beneficial
interest in these entities.

CASH AND CASH EQUIVALENTS AND PLEDGED DEPOSITS

Group
As at 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000  RMB’000
Cash and bank balances.........cccoooiiiiiiiiiie 302,729 170,998 435,903 373,686
Cash held by financial institution ............ccccoooviiiiiiiinnennen. 87,055 55,914 86,487 374,269
Cash held by commaodity brokers.............coovviiiiiiiiiinininn.e. 8,372 2 1 —
Less: Pledged short-term deposits (note 29) .........cccccevveneenn. (131,145) (65,600) (273,667) (184,590)
Cash and cash equivalents...........ccooiiiiiiiiii 267,011 161,314 248,724 563,365
Company
As at 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000  RMB’000
Cash and bank balances ..........ccooiiiiiiie 70,432 95,224 322,415 146,788
Cash held by financial institution ...........cccoeoviiiiiiinien 3,656 12,704 8,422 348,537
Cash held by commodity brokers ............cooooviiiiiiiiiiiinininn. 8,372 1 1 —
Less: Pledged short-term deposits (note 29) ........cccevvvenennnnns (35,000) (35,076) (188,078) (40,000)
Cash and cash equivalents ..........coooiiiiiiiiii 47,460 72,853 142,760 455,325
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As at 31 December 2016, 2017, 2018 and 2019, the cash and cash equivalents and pledged
deposits of the Group denominated in RMB were RMB398,154,000, RMB226,914,000,
RMB520,315,000 and RMB738,193,000 and of the Company were RMB82,460,000, RMB107,929,000,
RMB330,838,000 and RMB495,325,000, respectively. The RMB is not freely convertible into other
currencies, however, under Mainland China’s Foreign Exchange Control Regulations and
Administration of Settlement, Sale and Payment of Foreign Exchange Regulations, the Group and the
Company are permitted to exchange RMB for other currencies through banks authorised to conduct
foreign exchange business.

Banks balances earns interest at floating rates based on daily bank deposit rates. The bank
balances and pledged deposits are deposited with creditworthy banks with no recent history of
default.

Cash held by financial institution, i.e. GMK Finance, are unrestricted deposits that can be
withdrawn at any time. Cash held by financial institution earns interest at floating rates based on
daily bank deposit rates.

Pledged deposits represent deposits pledged to banks for securing banking facilities including
letter of credits and bank loans granted to the Group. These pledged deposits will be released upon
the release of the relevant facilities or the settlement of relevant borrowings.

Cash held by commodity brokers are non-interest bearing and unrestricted deposits that can be
withdrawn at any time placed with commodity brokers for trading futures contracts in Mainland
China.

27. TRADE AND BILLS PAYABLES

Trade payables are non-interest-bearing. The credit periods granted by each individual supplier
are on a case-by-case basis and set out in the supplier contracts.

Group
As at 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000
Trade payables ......oooveiiii 224,839 149,450 151,378 168,120
Bills payable.......ooiii 80,000 55,000 360,000 140,000
304,839 204,450 511,378 308,120
Company
As at 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000
Trade payables.......ccooiviiiiii 151,039 88,040 93,528 83,667
Bills payable ... — — 361,000 140,000

151,039 88,040 454,528 223,667
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The Group’s bills payable are all aged within six months.

As at 31 December 2018, the Company’s bills payable of RMB1,000,000 represents the bills
issued to a subsidiary of the Group.

Other than above, as at 31 December 2018 and 31 December 2019, the Group’s bills payable
are represents the bills issued to LI FGEARE A AFRA A (“Yanggu Da Feng”), a fellow subsidiary
of the Company.

An aged analysis of the Group’s trade payables as at the end of the reporting period, based on
the invoice date, is as follows:

Group
As at 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000
Within 1month ... 165,500 102,980 101,772 123,076
1t0 3 MONTNS . et 36,353 30,167 29,225 33,364
3 MONTNS t0 L YBAI cuuiniiiii e 20,459 9,796 11,846 7,469
(@1 =Y Y= T T S 2,527 6,507 8,535 4,211
224,839 149,450 151,378 168,120
Company
As at 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000
Within Tmonth ... 112,082 62,178 58,830 59,989
L0 3 MONTNS ot 20,502 14,175 16,613 16,422
3 MONTNS t0 L VAN . ce it 16,878 8,355 10,647 5,117
OV L Y RAI ettt 1,577 3,332 7,438 2,139

151,039 88,040 93,528 83,667

Note:

As at 31 December 2016, 2017, 2018 and 2019, trade payables included an amount of approximately RMB6,571,000, RMB7,324,000,
RMB21,098,000 and nil respectively, which was payable to Yanggu Da Feng. These balances were unsecured, interest-free and repayable on
demand.
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28.

ACCRUALS AND OTHER PAYABLES
Group

ACCIUE EXPENSES ..vvveeeneeineeieeeteeai et e et e e et e eeeeaneeaneeaneenns
Other payables .......ccoiviiiii
VAT and other taxes payables ........ccooveiiiiiiiiiiiiceeen

Company

ACCIUE EXPENSES . tututineteieie ettt et e e et e e e e et e et eaeanaan
Other payables ...
VAT and other taxes payables .......cccooiviiiiiiiiiii e
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As at 31 December

2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000
95,363 91,621 125,370 130,511
100,727 170,468 145,973 116,553
3,656 4,047 6,050 5,406
199,746 266,136 277,393 252,470

As at 31 December

2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000
39,825 36,895 36,534 44,897
45,490 44,663 51,373 42,040
1,519 1,718 2,537 2,667
86,834 83,276 90,444 89,604
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29.

BORROWINGS

Group

Bank loans, secured (note a) ................

Other loans from financial institution,

unsecured (note b) .....ooevveiiiiinani.

Other loans from financial institution,

secured (NOtE C).ovvvvvviviininiiiiiinnn,

Less: Non-current portion ...................

Portion classified as current liabilities.....

Analysed into:
Bank loans, secured repayable:

Withinonevyear...........cooeviiiinn,
Inthe secondyear.............c.ceeevenes

Other loans from financial institution,
unsecured:

Withinonevyear .......cccocevvviininnns

Other loans from financial institution,
secured

Withinonevyear...........cooeviieinn,
Inthe secondyear............cccceenennne.
In the third to fifth years, inclusive ....

Effective interest rate per annum

Bank loans, secured ..........ccoevininnnnnn.

Other loans from financial institution

UNSECUIed...cvivieiiriiiiiiieeceeeeeenae,

Other loans from financial institution,

[Y=Yel U g =]e IS

As at 31 December

2016 2017 2018 2019

RMB’000 RMB’000 RMB’000 RMB’000
1,050,600 1,361,097 991,427 894,542
— 198,000 28,000 28,000
327,413 116,847 466,031 444,491
1,378,013 1,675,944 1,485,458 1,367,033
(40,000) — (66,026) (100,635)
1,338,013 1,675,944 1,419,432 1,266,398
1,010,600 1,361,097 991,427 894,542
40,000 — — —
1,050,600 1,361,097 991,427 894,542
— 198,000 28,000 28,000
327,413 116,847 400,005 343,856
— — 31,986 71,060
_ — 34,040 29,575
327,413 116,847 466,031 444,491
1,378,013 1,675,944 1,485,458 1,367,033

1.47% t0 7.25% 0.40% to 6.55% 1.47% to 6.00% 2.85% to 5.10%

3.92% to 6.19%

6.19%

6.19%

3.05% 3.05% to 6.65% 2.70% to 6.65%
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Company

Bank loans, secured
(note a)..ccuveeneeneinennnnns
Other loans from financial
institution, unsecured
(noteb).eeeeriiiiiinne,
Other loans from financial
institution, secured

Less: Non-current
portion ......cccociiiiiiinnns

Portion classified as
current liabilities............

Analysed into:

Bank loans, secured
repayable:
Within one year............
In the second year.........

Other loans from financial
institution, unsecured
repayable:

Within one year............

Other loans from financial
institution, secured
repayable:

Within one year ...............

Effective interest rate per
annum
Bank loans, secured..........

Other loans from financial
institution, unsecured....

Other loans from financial
institution, secured .......

As at 31 December

2016 2017 2018 2019

RMB’000 RMB’000 RMB’000 RMB’000
1,002,750 1,316,747 947,077 894,542
— 50,000 — —
327,413 116,847 307,758 29,949
1,330,163 1,483,594 1,254,835 924,491
(40,000) — — —
1,290,163 1,483,594 1,254,835 924,491
962,750 1,316,747 947,077 894,542
40,000 — — —
1,002,750 1,316,747 947,077 894,542
— 50,000 — —
327,413 116,847 307,758 29,949
1,330,163 1,483,594 1,254,835 924,491

1.47% to 7.25%

0.40% to 6.55%

1.47% to 6.00%

4.35% to0 5.10%

3.92%

3.05%

3.05%

3.05%

3.05%
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Notes:

(a)

(b)
(c)

(d)

The Group’s and the Company’s bank borrowings were secured/guaranteed by:

(i) mortgages of the Group’s leasehold lands situated in Mainland China, which had aggregate net carrying values of
RMB13,276,000, RMB3,446,000, RMB3,323,000 and RMB26,740,000 as at 31 December 2016, 2017, 2018 and 2019,
respectively (note 17);

(ii) pledge of the Group’s bank deposits of RMB131,145,000, RMB65,600,000, RMB273,667,000 and RMB184,590,000 and the
pledge of Company’s bank deposits of RMB35,000,000, RMB35,076,000, RMB188,078,000 and RMB40,000,000 as at
31 December 2016, 2017, 2018 and 2019, respectively (note 26).

(iii) pledge of certain of the Group’s property, plant and equipment with aggregate net carrying amount of nil, RMB22,732,000,
RMB22,855,000 and RMB249,484,000 as at 31 December 2016, 2017, 2018 and 2019, respectively (note 16);

(iv) mortgage over 13.19% equity interests in Xiangguang Copper held by Fengxiang Group as at 31 December 2016, 2017, 2018
and 2019;

(v) pledge of certain of the Xiangguang Copper’s inventories with aggregate net carrying amount of RMB527,125,000,
RMB527,125,000, RMB527,125,000 and RMB539,413,000 as at 31 December 2016, 2017, 2018 and 2019 respectively;

(vi)  joint guarantee from Fengxiang Group, 11133642 [ FR/A Al (“Shandong Xiangguang Group”) and Mr. Liu Xuejing for certain
of the Group’s bank loans of up to RMB 100,000,000 as at 31 December 2017;

(vii)  joint guarantee from Fengxiang Group and Mr. Liu Xuejing, the ultimate controlling shareholder of the Group for certain of
the Group’s bank loans of up to RMB242,850,000, RMB239,350,000, RMB219,350,000 and nil as at 31 December 2016, 2017,
2018 and 2019, respectively;

(viii)  joint guarantee from Fengxiang Group and Shandong Xiangguang Group for certain of the Group’s and the Company’s bank
loans of up to RMB125,000,000, RMB40,000,000, nil and nil as at 31 December 2016, 2017, 2018 and 2019, respectively;

(ix) joint guarantee from Shandong Xiangguang Group and Mr. Liu Xuejing for certain of the Group’s bank loans of up to
RMB355,000,000, RMB370,000,000, RMB355,000,000 and nil as at 31 December 2016, 2017, 2018 and 2019, respectively;

(x) guarantee from Xiangrui Copper, a related company, for certain of the Group’s and the Company’s loans of up to
RMB49,000,000, nil, nil and nil as at 31 December 2016, 2017, 2018 and 2019, respectively; and

(xi) secured by the Company’s bills receivable of RMB315,000,000, RMB100,000,000 and RMB206,200,000 for certain of the
Company’s bank loans of RMB307,747,000, RMB98,077,000 and RMB198,542,000 at 31 December 2017, 2018 and 2019
respectively.

The Group’s and the Company’s unsecured other loans from financial institution represent loans from GMK Finance.

The Group’s secured other loans from financial institution of approximately RMB327,413,000, RMB116,847,000, RMB370,031,000

and RMB276,195,540 as at 31 December 2016, 2017, 2018 and 2019, respectively, represent loans from GMK Finance, which were

secured by the Company and its subsidiaries’ bills receivable of RMB330,000,000, RMB120,000,000, RMB374,000,000 and

RMB281,000,000 as at 31 December 2016, 2017, 2018 and 2019, respectively.

Other than above, the Group’s secured other loans from financial institution were jointly guaranteed by GMK Finance, Shandong

Xiangguang Group and Mr. Liu Xuejing and secured by pledge of certain machinery with aggregate net carrying amount of

RMB89,630,000 and RMB157,940,000 as at 31 December 2018 and 2019 (note 16).

The Company’s secured other loans from financial institution represent loans from GMK Finance, which were secured by the

Company’s bills receivable of RMB330,000,000, RMB120,000,000, RMB311,000,000 and RMB30,000,000 as at 31 December 2016,

2017, 2018 and 2019, respectively.
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30. DEFERRED GOVERNMENT GRANTS

Group
As at 31 December
2016 2017 2018 2019

RMB’000 RMB’000 RMB’000 RMB’000
At beginning of year........coviiiiii i 11,720 11,540 18,189 16,736
AdAITIONS . .eeeeee e e e 300 7,203 11 1,500
Released to profit Or loSS ......ovvivniiiii e (480) (554) (1,464) (2,358)
At end Of Year .. e 11,540 18,189 16,736 15,878
Analysed into:
[OLUT <] o) PP 480 1,711 522 847
NON-CUITENT e e et 11,060 16,478 16,214 15,031

11,540 18,189 16,736 15,878

Company
As at 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000

At beginning of year........cooiiiiiiii — — 1,200 11
AAITIONS Lot - 1,200 11 -
Released to profit or loss ........oeiviiiiiiiiiiii e - — (1,200) (1_1)
At end Of Year ..cue e — 1,200 11 =

Analysed into:
[OIUT <] o} PP — 1,200 11 =

Government grants received by the Group as financial subsidies were recognised as income over
the periods necessary to match the grants on a systematic basis to the costs that they were intended
to compensate. There are no unfulfilled conditions or contingencies relating to the grants.

31. SHARE CAPITAL

As at 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000

Registered, issued and fully paid:
1,045,000,000 shares of RMB1.00 each ................. 1,045,000 1,045,000 1,045,000 1,045,000
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32. RESERVES
Group
Statutory reserve

In accordance with the PRC Company Law and the articles of association of the Company and its
subsidiaries established in the PRC, the Company and its subsidiaries established in the PRC are
required to appropriate 10% of its net profits after tax, as determined under the Chinese Accounting
Standards, to the statutory surplus reserve until the reserve balance reaches 50% of their respective
registered capital. Subject to certain restrictions set out in the relevant PRC regulations and in the
articles of association of the Company and its subsidiaries established in the PRC, the statutory
surplus reserve may be used either to offset losses, or to be converted to increase share capital
provided that the balance after such conversion is not less than 25% of the registered capital of the
Company and its subsidiaries established in the PRC. The reserve cannot be used for purposes other
than those for which it is created and is not distributable as cash dividends.

Other reserve

Other reserve represents consideration paid to the immediate parent of the Company,
Fengxiang Group, in respect of acquisition of the entire equity interests of Fengxiang Supermarket
during the year ended 31 December 2014, which is not included in the Listing Business and is
accordingly regarded as deemed distribution to Fengxiang Group, and consideration received from
Fengxiang Group in respect of the Company’s disposal of the entire equity interests of Fengxiang
Supermarket during the year ended 31 December 2016, which is regarded as deemed contribution
from Fengxiang Group.

Merger reserve

Merger reserve represents the difference between the total carrying amounts of investment in
subsidiary of the Company and the nominal value of the aggregate share capital of the subsidiaries of
the Company arising from certain restructuring exercises undertaken by the Group during the
Relevant Periods.

Hedging reserve

The hedging reserve represented the effective portion of the accumulative change in the fair
value of hedging instruments, net of tax, pending subsequent recognition in profit or loss.
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Company
Statutory Other Hedging Retained
reserve reserve reserve profits Total
RMB’000 RMB’000 RMB’000  RMB’000 RMB’000

At1January 2016 ..........cccoeuiiiiiiieiieeeeans — (6,000) 496 (35,085)  (40,589)
Profitfortheyear.........coocoiiiiiiiiii — — — 226,601 226,601
Other comprehensive income:
Cash flow hedges .........ccoooiiiiiiiiiiiiie — — (496) — (496)
Total comprehensive income for the year ............. — — (496) 226,601 226,105
Carve out of a subsidiary..........cocoevviiiiiniiiinnnnn. — 6,000 — — 6,000
Transfer to statutory reserve ..........cooevvvviiennnen. 24,784 — — (24,784) —
At 31 December 2016 and 1 January 2017............ 24,784 — — 166,732 191,516
Profit and total comprehensive income for the

YT [ PPN — — — 161,148 161,148
Transfer to statutory reserve ..........cccocveeviennnnn. 15,452 — — (15,452) —
At 31 December 2017 and 1 January 2018............ 40,236 — — 312,428 352,664
Initial application of IFRS9 .......ccoviiiiiiiiiiens — — — (2,053) (2,053)
Adjusted balance at 1 January 2018 ..................... 40,236 — — 310,375 350,611
Profit and total comprehensive income for the

T | PP — — — 160,879 160,879
Transfer to statutory reserve .........ccooevvvvvinennnen. 15,156 — — (15,156) —
At 31 December 2018 and 1 January 2019............ 55,392 — — 456,098 511,490
Profit and total comprehensive income for the

YT [ PSPPSR — — — 715,853 715,853
Transfer to statutory reserve ..........cccoceeevennnen. 70,224 — — (70,224) —
At 31 December 2019 .....coviiiiniiiieee 125,616 - - 1,101,727 1,227,343

33.

CONTINGENT LIABILITIES

As at the end of each of the Relevant Periods, contingent |

Historical Financial Information were as follows:

As at 31 December

iabilities not provided for in the

2016 2017 2018

2019

RMB’000 RMB’000 RMB’000 RMB’000

Guarantees given to banks in connection with facilities granted to

a fellow subsidiary of the Group...........cooeviiiiiiiiin,

.... 124,260 95,000 64,061

Certain banking facilities granted to Xiangguang Copper, a fellow subsidiary, are secured by:

(i) mortgages over certain of the Group’s buildings with an aggregate net carrying amount of
approximately RMB62,148,000, nil, RMB60,187,000 and nil at 31 December 2016, 2017,

2018 and 2019, respectively (note 16); and

(ii) mortgages over certain of the Group’s land use rights with an aggregate net carrying
amount of approximately RMB34,933,000, nil, RMB17,936,000 and nil at 31 December

2016, 2017, 2018 and 2019, respectively (note 17).
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The fair values of the guarantees are not significant and the Directors consider that the risk of
default in payment is remote, and therefore no provision for the guarantees has been made in this
Historical Financial Information.

34. COMMITMENTS
Capital commitments not provided for in the Historical Financial Information were as follows:

As at 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000

Property, plant and equipment:
- contracted for but not yet incurred...............oooiiiiiiinnl. 19,021 67,087 145,037 171,815
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35. RELATED PARTY TRANSACTIONS

(a) In addition to the transactions detailed elsewhere in the Historical Financial Information,
the Group had the following material transactions with related parties during the Relevant
Periods:

Year ended 31 December
2016 2017 2018 2019

RMB’000 RMB’000 RMB’000 RMB’000

Sales of goods
Fellow subsidiaries:

XiangEUANE COPPET w.vieniniiet e 246 291 254 294

Fengxiang Supermarket .........cccoveviiiiiiniiniiie 3,868 3,835 3,370 3,338

HRNREEAEY TREBDARAT] (o 3,533 3,624 4,077 3,344
Related companies:

E T BB A PR 7 (“Luxinan Hospital”) .....eeeeeeeeeeennnnns — — 89 89

Yanggu Lanhai......ooouiiiiiiii — — — 55

Purchases of goods
A fellow subsidiary:
YangguU Da FeNg ..c.viiii i 319,925 335,922 360,419 149,728

Transportation cost
A related company:

Xiangguang LOGIStiCS...ouiviiiiiiiiiiiie e 9,246 14,865 12,770 14,795
Staff benefit
A related company:
Luxinan Hospital .........cceviiiiiiiii e — — 1,005 691

Utilities expenses
Fellow subsidiaries:

HBFERBTREE R BRA T oo — — 838 775

YT LN V=T = P 10,933 30,166 32,501 33,905
Rental expense

Ultimate holding company .......c.ccoeiiiiiiiiniiiiiieeeee 1,920 1,051 1,228 4,964

Interest income
A fellow subsidiary:
GMK FINGNCE vivititiii e e 1,469 1,317 1,344 2,461

Finance costs
Fellow subsidiaries:
GMK FINANCE ..oniniiii e 10,963 11,967 18,299 19,236
YangguU Da FeNG . cuveiii i 2,928 4,396 13,774 13,696

Consumables expenses
A fellow subsidiary
Fengxiang Supermarket ...........cccoviiiiiiiiiiiiiieeeeeas 2,181 582 68 87

A related company:
Bk e Ze 26 A BR2N W) (“Yanggu Xiangtai Property”)

(NOLE (1)) veverenereie e — — — 19,227
P AL 2T B ACE FEA BRAF] (note (i) voeeeevvve e, — 15 1,915 1,650
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Year ended 31 December
2016 2017 2018 2019

RMB’000 RMB’000 RMB’000 RMB’000
Purchases and construction of property, plant and equipment

Immediate holding company .........c..coeeviviiiiiiiiniiiinneas — 14,303 7,927 —
Fellow subsidiaries:
LSRR — B P PRA A e — 69,141 — -
Shandong Xiangtai Engineering ..........ccocovevevinieninnennen. — 1,980 884 117

Acquisition of right-of-use asset
Immediate holding company ...........coveviiiiiiniiiiinnens — 1,011 — —

Disposal of property, plant and equipment
A related company:

IR B 2B A PR AT (note (i) cevveeeee e — 19,111 — —

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

Notes:

(i) Mr. Liu Xuejing is a director and an equity holder of the holding company of Yanggu Xiangtai Property.
(ii) Mr. Liu Xuejing was the controlling shareholders of these entities for the period from 1 January 2016 to 15 December 2018.

(b) Compensation of key management personnel of the Group

Year ended 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000

Short-term employee benefits .........ccoviviiiiiiiii 4,950 5,669 17,654 14,868
Pension scheme contributions ..........ccovviiiiiiiiiiiiiien — —

4,950 5699 17,654 14,868

36. NOTES TO THE CONSOLIDATED STATEMENTS OF CASH FLOWS

Major non-cash transaction:

Proceeds of RMB30,000,000 from disposal of property, plant and equipment transacted in 2015
were received during the year ended 31 December 2016. Such consideration was included in “Due
from a related party” as at 1 January 2016.
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Changes in liabilities arising from financing activities

At 1January 2006 ........oovininiiiiiii e
Changes from cash flows:

Drawdown of borrowings .........ccoooviiiiiiiiiiiiiee e
Repayments of borrowings .........cccveieiiiiiiiii e
INTErest Paid ....en i
Repayment of principal portion of lease liabilities ........................
Repayment of advance from with immediate holding companies....
Repayment of advance from with an ultimate holding company .....

Total changes from financing cash flows..............coooiiiiiiiiinns,

Other changes:

FINANCe COSTS...uvtiitii e
Acquisition of right-of-use assets .........ccoeviiiiiiniiiiiii,
(01 =T PSPPI

At 31 December 2016 and 1 January 2017..............cccveenvenennnnenn.
Changes from cash flows:

Drawdown of bOrrowings .......cc.vviviiiiiiiii e
Repayments of bOrrowWings .........coovuiiiiiiiiiiiiceee
Interest Paid .....c.oviriiiii
Repayment of principal portion of lease liabilities ........................
Advance from immediate holding companies ..............cccccveveenenn.
Repayment of advance from an ultimate holding company............

Total changes from financing cash flows...........c..coooiiiints

Other changes:

FINQNCE COSTS. . uuuiiiiiiiii e
Acquisition of right-of-use assets ............ccooviiiiiiiiiiiiiin,
OIS e

At 31 December 2017 and 1 January 2018..................coeveeninennnn.
Changes from cash flows:

Drawdown of bOrrowings ........c.cveiiiiiiiiiiii e
Repayments of borrowings .........cccooiiiiiiiiiiiiiii e
INterest Paid ..ovuie i
Repayment of principal portion of lease liabilities ........................
Repayment of advance from immediate holding companies ..........

Total changes from financing cash flows............c..oooiiiints

Other changes:
FINQNCE COSTS. .ttt
Acquisition of right-of-use assets ............cccoviiiiiiiiiiiiiii e,

At 31 December 2018 and 1 January 2019...............cveeniinennnnenn.
Changes from cash flows:

Drawdown of bOrrowings .......cc.vvuiriiiiiiii e
Repayments of bOrrowings .........c.oeuiiiiiiiiiiiii e
Interest Paid .....c.oviriiiii
Repayment of principal portion of lease liabilities ........................

Total changes from financing cash flows.................ccooiiiiinll

Other changes:
FINANCE COSTS. . .uuiiitiii e
Acquisition of right-of-use assets ...........cccvvviiiiiiiiiiiii

At31December 2019 ...

Due to Due to
ultimate  immediate
holding holding Lease
Borrowings company company liabilities
RMB’000 RMB’000 RMB’000 RMB’000
1,256,793 1,925 72,943 181,279
2,142,550 — — —
(2,021,330) — — —
(58,823) — —  (10,535)
— — —  (7,001)
— —  (72,943) —
—  (1,731) — —
62,397 (1,731) (72,943) (17,536)
58,823 — — 10,535
— — — 4,437
— 43 — —
1,378,013 237 — 178,715
2,401,850 — — —
(2,103,919) — — —
(58,334) — —  (10,939)
— — —  (8,010)
- — 14,000 -
—  (194) — —
239,597 (194) 14,000 (18,949)
58,334 - — 10,939
— — — 13241
— (43) — —
1,675,944 — 14,000 183,946
2,135,766 — — —
(2,326,252) — — —
(72,441) — —  (10,780)
- — — (2,403)
— —  (14,000) —
(262,927) —  (14,000) (13,183)
72,441 — — 10,780
— — — 4,069
1,485,458 — — 185,612
1,630,028 — — —
(1,748,453) — — —
(64,105) — —  (11,521)
— — —  (3,759)
(182,530) — —  (15,280)
64,105 — — 11,521
— — — 15,066
1,367,033 — — 196,919

During the year ended 31 December 2019, total outstanding interest on bills payable of

RMB34,794,000 was fully repaid.
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37. FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial instruments as at the end of each of

the Relevant Periods are as follows:

Group

Financial assets

Financial assets at amortised cost

Trade and bills receivables............cccooiiiiiiiiinnn,
Deposits and other receivables.............cc.ccoviiiiiinnnen.
Due from arelated party .......ccooveviiiiiiiiiiicieeen
Pledged deposits .....cc.eviniiiiiiiiieeeee e
Cash and cash equivalents .............cccooeiiiiiiiiiiiiininnn,

Loans and receivables

Trade and bills receivables...........coovviiiiiiiiinin,
Deposits and other receivables...........cccoeevveiiieinanen.
Due from a related party .......cccoeveiiiiiiiiiiiieeeeen
Due from ultimate holding company ...............cccceevenee.
Pledged deposits ......cuvvieiiiiieiie e
Cash and cash equivalents .............cooeviiiiiiiiiniinenns

Financial liabilities

Financial liabilities at amortised cost

Trade and bills payables ...........ccooviiiiiiiiiin
Accruals and other payables ............ccccooiiiiiiiiinnn.
Lease liabilities ....vvuivneeini e,
BOITOWINES .ttt
Due torelated parties........coeeveiiiiiiieiieeeeeean
Due to ultimate holding company ............cccoeeeenennnnen.
Due to immediate holding company................ccoevenee.
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As at 31 December

2016 2017 2018 2019

RMB’000 RMB’000 RMB’000 RMB’000
- — 188,648 206,625
- — 3,909 3,787
_ — — 46
- — 273,667 184,590
- — 248,724 563,365
- — 714,948 958,413
80,691 106,659 — -
10,688 17,055 — -
3,214 - - -
43 — — -
131,145 65,600 — -
267,011 161,314 - -
492,792 350,628 — —
492,792 350,628 714,948 958,413
304,839 204,450 511,378 308,120
196,090 262,089 271,343 247,064
178,715 183,946 185612 196,919
1,378,013 1,675,944 1,485,458 1,367,033
4,123 4,948 3,757 5,283
237 — — -
— 14,000 — -
2,062,017 2,345,377 2,457,548 2,124,419
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Company

Financial assets

Financial assets at amortised cost

Trade and bills receivables.........ccccooveiiiiiiiiiii.e.
Deposits and other receivables...........ccccoeeviiiiinenan.n.
Due from subsidiaries ..........cooeveviiiiiiiiii
Pledged deposits ......ovuuienieiiiiice e
Cash and cash equivalents ...........ccocoevviiiiniiiiniinnns

Loans and receivables

Trade and bills receivables.........ccccovviiiiiiinin.n.
Deposits and other receivables............cccoeiviiiiiinn.
Due from arelated party .......cccoveiiiiiiiiiiiiieeeen.
Due from subsidiaries ..........cooeiiiiiiiiiieee
Pledged deposits ......coeviiiiiiiiie
Cash and cash equivalents ..........ccooiiiiiiiininn,

Financial liabilities

Financial liabilities at amortised cost

Trade payables ..o
Accruals and other payables ...........ccoeviiiiiiiiiiinnnn..
Lease liabilities .......ccooiiiiiii
BOITOWINGS «.eeeeeieiee e
Due to related parties.........cooveeriiiiiiiniiieeee,
Due to subsidiaries..........ccooveveviiiiiie e

As at 31 December

2016 2017 2018 2019

RMB’000 RMB’000 RMB’000 RMB’000
— — 412,590 237,790
— — 2,728 2,549
— — 52,975 105,314
— — 188,078 40,000
— — 142,760 455,325
— — 799,131 840,978
331,637 438,180 — —
8,294 15,628 — —
2,539 — — —
159,289 191,410 — —
35,000 35,076 — —
47,460 72,853 — —
584,219 753,147 — —
584,219 753,147 799,131 840,978
151,039 88,040 454,528 223,667
85,315 81,558 87,907 86,937
171,134 178,702 177,280 175,978
1,330,163 1,483,594 1,254,835 924,491
242 1,353 1,445 1,793
111 15,315 13,050 12,990
1,738,004 1,848,562 1,989,045 1,425,856

38. FINANCIAL RISK MANAGEMENT AND FAIR VALUE MEASUREMENTS

The Group’s exposure to financial risks, and the financial risk management policies and practises
used by the Group to manage these risks are described below.

Interest rate risk

The Group’s exposure to market risk for changes in interest rates relates primarily to its
interest-bearing bank and other loans. The Group does not use derivative financial instruments to

hedge its interest rate risk.
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The following table demonstrates the sensitivity to a reasonably possible change in interest
rates, with all other variables held constant, of the Group’s and the Company’s profit before tax
(through the impact on floating rate borrowings).

Group
(Decrease)/increase on profit
after tax and equity
Year ended 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000
Increase by 25 basis POINtS....c.vvveiiiriiiieie e (626)  (1,106)  (994) (563)
Decrease by 25 basis POINtS.........vuuiiiiiiiiieecc e 626 1,106 994 563
Company
(Decrease)/increase on profit
after tax and equity
Year ended 31 December
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000
Increase by 25 basis POINTS.......cuiiiiiiiiii e (626)  (1,106)  (994) (563)
Decrease by 25 basis POINtS......cccvviiiriiiiiiii e 626 1,106 994 563

Foreign currency risk

Majority of the revenue-generating operations of the Group are transacted in RMB, which is not
freely convertible into foreign currencies. All foreign exchange transactions involving RMB must take
place through the People’s Bank of China or other institutions authorised to buy and sell foreign
currencies.

The following table details the Group’s exposure at the end of reporting period to currency risk
arising from recognised assets or liabilities denominated in a currency of the entity to which they
relate. For presentation purposes, the amounts of the exposure are shown in RMB, translated using
the spot rate at the year end date.

Exposure to foreign currencies (expressed in thousands of RMB)

As at 31 December

2016 2017 2018 2019
usD EUR  USD EUR  USD EUR usD EUR

Trade receivables (RMB’000) .........cccuvvvneunnnnns 33,388 — 59,405 — 55,324 — 67,371 —
Trade payables (RMB’000) .........ceeiveeninennnnn. (54) — (14) — (159) — — —
Other payables (RMB’000) ...........cccvvvnevnenennn. - — - - — (2,822) — (780)
Cash at banks (RMB’000) ...........ccceevveninnennnnn. 5 — - - 60 — 1,261 —
Net exposure arising from recognised assets

and liabilities.......cooeveiiiii 33,339 59,391 55,225 (2,822) 68,632 (780)
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Such exposures arise from sales by group entities in currencies other than their functional
currencies. Approximately 3%, 3%, 3 % and 3% of the Group’s sales for the years ended 31 December
2016, 2017, 2018 and 2019, respectively, were denominated in currencies other than the functional
currencies of the group entities (i.e. RMB). At present, the Group does not intend to seek to hedge its
exposure to foreign exchange fluctuations. However, management constantly monitors the economic
situation and the Group’s foreign exchange risk profile and will consider appropriate hedging
measures in the future should the need arise.

The following table demonstrates the sensitivity at the end of each of the Relevant Periods to a
reasonably possible change in the United States dollar (“USD”) and European Union dollar (“EUR”)
exchange rates, with all other variables held constant, of the Group’s profit after income tax (due to
changes in the fair values of monetary assets and liabilities).

Group
Increase/(decrease) on profit
after tax and equity
Year ended 31 December
2016 2017 2018 2019

RMB’000 RMB’000 RMB’000 RMB’000
RMB/USD
If USD strengthens against RMB by 5% .....cc.vvvviiiiniiiiiiiiiieenenn, 1,667 2,969 2,761 3,431
If USD weakens against RMB by 5% .......covviiniiniiiiiiiieieieeiean, (1,667) (2,969) (2,761) (3,431)
RMB/EUR
If EUR strengthens against RMB by 5% .........ccvvviniiiiniiiicineanen, — — (141) (39)
If EUR weakens against RMB by 5%........ccovvviiiiiiiiiiniieiiiieeeean — — 141 39

Credit risk

The Group’s exposure to credit risk mainly arises from granting credit to customers in the
ordinary course of business and advances to other counterparties.

The Group continuously monitors default of customers and other counterparties, identified
either individually or by group, and incorporate this information into credit risk controls. The Group’s
policy is to deal only with creditworthy counterparties. The Group’s management considers that all
the financial assets that are not impaired for each of the reporting dates under review are of good
credit quality, including those that are past due.

None of the Group’s financial assets are secured by collateral or other credit enhancement.

The Group measures loss allowances for trade receivables at an amount equal to lifetime ECLs,
which is calculated using a provision matrix.
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The following table provides information about the Group’s and the Company’s exposure to
credit risk and ECLs for trade receivables as at 31 December 2018 and 2019:

Group
Gross carrying amount
As at As at
Expected 31 December 31 December
loss rate 2018 2019
% RMB’000 RMB’000
LT =Y o ) PN 0.5% 156,843 193,370
0-90 days PASt AU ...uuieniiiic e 1% 30,540 7,066
Over 90 days Past AU .....iuuienieiiiie e 5%-50% 3,915 9,380
191,298 209,816
Company
Gross carrying amount
As at As at
Expected 31 December 31 December
loss rate 2018 2019
%
Over 90 days Past AU .....eeuienieiii e 5%-50% 3,180 3,180
3,180 3,180

Expected loss rates are based on actual loss experience over the past 3 years. These rates are
adjusted to reflect differences between economic conditions during the period over which the
historic data has been collected, current conditions and the Group’s view of economic conditions
over the expected lives of the receivables.

The Group and the Company measures loss allowances for deposits paid and other receivables,
cash and cash equivalents, pledged deposits and amounts due from a related party, subsidiaries and
ultimate holding company at an amount equal to 12 months ECLs. Applying the ECL model, results in
impairment of approximately RMB2,049,000 on the gross carrying amount of other receivables of the
Group of RMB17,055,000 as at 1 January 2018. As at 31 December 2018 and 2019, the gross carrying
amount of deposits paid and other receivables of the Group are approximately RMB6,830,000 and
RMB6,912,000 respectively, and the loss allowances of the Group increased by RMB872,000 and
RMB204,000 for other receivables of the Group during the years ended 31 December 2018 and 2019
respectively. As at 31 December 2018 and 2019, the gross carrying amount of deposits paid and other
receivables of the Company are approximately RMB5,488,000 and RMB5,053,000 respectively, and
the loss allowances increased by RMB866,000 and decreased by RMB256,000 for other receivables of
the Company during the year ended 31 December 2018 and 2019 respectively. The credit risk on
other financial assets of the Group and the Company is limited because the counterparties have no
historical default record and the Directors expect that the general economic conditions will not
significantly change for the 12 months after the reporting date and consider that the ECL is
immaterial as at reporting date.

Prior to 1 January 2018, an impairment loss was recognised only when there was objective
evidence of impairment (see note 5(g)(B)(ii)). During the years ended 31 December 2016 and 2017,
impairment provision of RMB1,628,000 and reversal of impairment provision of RMB1,628,000 were
made on trade receivables respectively according to the Group’s assessment.
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At the end of each of the Relevant Periods, the Group had certain concentrations of credit risk
as 64%, 56%, 63 % and 58% of the Group’s trade receivables as at 31 December 2016, 2017, 2018 and
2019 were due from the Group’s three largest debtors. Further quantitative data in respect of the
Group’s exposure to credit risk arising from trade receivables are disclosed in note 23 to the Historical
Financial Information.

Majority of the deposits are placed with banks, financial institutions and commodity brokers
with sound credit ratings to mitigate the risk.

Liquidity risk
The Group’s policy is to regularly monitor its liquidity requirements and its compliance with

lending covenants, to ensure that it maintains sufficient reserves of cash to meet its liquidity
requirements in the short and longer term.

The Group monitors its risk to a shortage of funds using a recurring liquidity planning tool, which
considers the maturity of both its financial instruments and financial assets (e.g. trade and bills
receivables) and projected cash flows from operations. The Group also maintains a balance between
continuity of funding and flexibility through the use of bank and other loans as well as banking
facilities in place for contingency purpose.

The basis of preparing the Historical Financial Information under the going concern assumption
have been discussed in note 3.
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The maturity profile of the Group’s financial liabilities as at the end of each of the Relevant
Periods, based on the contractual undiscounted payments, was as follows:

Group

At 31 December 2016

Trade and bills payables .....
Accruals and other payables
Borrowings ..........c.oceeueenen.
Due to related parties.........

Due to ultimate holding company ...............

At 31 December 2017

Trade and bills payables .....
Accruals and other payables
Borrowings .......cccoeevvvnnnns
Due to related parties.........

Due to immediate holding company ............

At 31 December 2018

Trade and bills payables .....
Accruals and other payables
Borrowings .......cccoeevevninins
Due to related parties ........

At 31 December 2019

Trade and bills payables .....
Accruals and other payables
Borrowings ............coeueenee.
Due to related parties.........

More
than two

Total More than years
contractual Withinone onevyearbut butless
Carrying undiscounted  year or on less than than five

amount cash flow demand two years years
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
304,839 304,839 304,839 — —
196,090 196,090 196,090 — —
1,378,013 1,384,406 1,343,220 41,186 —
4,123 4,123 4,123 — —
237 237 237 — —
1,883,302 1,889,695 1,848,509 41,186 —
204,450 204,450 204,450 — —
262,089 262,089 262,089 — —
1,675,944 1,686,350 1,686,350 — —
4,948 4,948 4,948 — —
14,000 14,000 14,000 — —
2,161,431 2,171,837 2,171,837 — —
511,378 511,378 511,378 — —
271,343 271,343 271,343 — —
1,485,458 1,536,576 1,468,354 33,050 35,172
3,757 3,757 3,757 — —
2,271,936 2,323,054 2,254,832 33,050 35,172
308,120 308,120 308,120 — -
247,064 247,064 247,064 — —
1,367,033 1,408,541 1,302,515 75,337 30,689
5,283 5,283 5,283 — —
1,927,500 1,969,008 1,862,982 75,337 30,689
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Company

At 31 December 2016

Trade payables.....ccoviiiiiii
Accruals and other payables ........cccoveiiiiiiiiiiiinn,
BOITOWINGS ..ttt
Due to related parties .........cooveviiiiiiiiii
Due to subsidiaries ........ccoooeiiiiiiiiii

At 31 December 2017

Trade payables.......ooviiiiiiii
Accruals and other payables ..........cccoooviiiiiiiiiiiin,
BOITOWINGS ..t
Due to related parties .......ccoevviieeiiiiiiiiee e
Due to subsidiaries ........oveviiiiiiiie

At 31 December 2018

Trade payables. ...
Accruals and other payables ..........ccooeiiiiiiiiiiinin,
BOITOWINGS . oe et
Due to related parties .........covevieviiiininiice
Due to subsidiaries ........coeviviiiiiiii e

At 31 December 2019

Trade payables......coviiiiiiii
Accruals and other payables ........cccooeviiiiiiiiiiiinn,
BOITOWINGS ..ttt
Due to related parties ........ccoeeviiiiiiiii
Due to subsidiaries ........ccoooiiiiiiiiiii

Price risk

More
than one
Total year but
contractual Within one  less than

Carrying undiscounted  year or on two

amount cash flow demand years
RMB’000 RMB’000 RMB’000 RMB’000
151,039 151,039 151,039 —
85,315 85,315 85,315 —
1,330,163 1,333,936 1,292,750 41,186
242 242 242 —
111 111 111 —
1,566,870 1,570,643 1,529,457 41,186
88,040 88,040 88,040 —
81,558 81,558 81,558 —
1,483,594 1,494,000 1,494,000 —
1,353 1,353 1,353 —
15,315 15,315 15,315 —
1,669,860 1,680,266 1,680,266 —
454,528 454,528 454,528 —
87,907 87,907 87,907 —
1,254,835 1,260,000 1,260,000 —
1,445 1,445 1,445 —
13,050 13,050 13,050 —
1,811,765 1,816,930 1,816,930 —
223,667 223,667 223,667 —
86,937 86,937 86,937 —
924,491 945,713 945,713 —
1,793 1,793 1,793 —
12,990 12,990 12,990 —
1,249,878 1,271,100 1,271,100 —

The Group is exposed to commodity price risk. To manage its price risk arising from future
commercial transactions on one of the major raw materials — soybean meal corn and soybean oil,
the Group purchased futures contracts in Dalian Commodity Exchange.

As at the end of each of the Relevant Periods, the Group did not have any material unsettled

future contract.
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Fair value measurements

The hierarchy groups financial assets and liabilities into three levels based on the relative
reliability of significant inputs used in measuring the fair value of these financial assets and liabilities.
The fair value hierarchy has the following levels:

o Level 1: quoted prices (unadjusted) in active markets for identical assets and liabilities;

o Level 2: inputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices); and

o Level 3: inputs for the asset or liability that are not based on observable market data
(unobservable inputs).

The level in the fair value hierarchy within which the financial asset or liability is categorised in
its entirety is based on the lowest level of input that is significant to the fair value measurement.

The fair values of trade and bills receivables, deposits and other receivables, balances with
related parties, subsidiaries, immediate holding company and ultimate holding company, pledged
deposits, cash and cash equivalents, trade and bills payables, accruals and other payables and current
portion of borrowings approximate to their carrying amounts largely due to the short term maturities
of these instruments.

The fair values of the non-current portion of borrowings have been calculated by discounting
the expected future cash flows using the rates currently available for instruments on similar terms,
credit risk and remaining maturities.

39. CAPITAL MANAGEMENT

The primary objective of the Group’s capital management is to ensure that it maintains a strong
credit rating and a healthy capital ratio in order to support its business and maximise shareholders’
value.

The Group manages its capital structure and makes adjustment to it in light of changes in
economic conditions. To maintain or adjust the capital structure, the Group may adjust the dividend
payment to shareholders, return capital to shareholders or issue new shares. No changes were made
in the objectives, policies or processes for managing capital during the Relevant Periods.

The Group monitors capital using a gearing ratio, which is total borrowings divided by total
equity. The Group’s policy is to maintain a stable gearing ratio. The gearing ratios as at the end of
each of the reporting periods were as follows:

As at 31 December

2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000
Total borroWings .....cocuvveviiiiiiiiiiiiee e 1,378,013 1,675,944 1,485,458 1,367,033
Total @qUILY...ceueeneieie 1,240,987 1,310,359 1,426,195 2,263,640
Gearing ratio . ..c.coviii 111% 128% 104% 60%

40. EVENTS AFTER THE REPORTING PERIOD

After the outbreak of COVID-19 (“COVID-19 outbreak”) in early 2020, a series of precautionary
and control measures have been and continued to be implemented across the country. The Directors
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are of the view that the domestic demand of the Group’s chicken meat products may be impacted by
the COVID-19 outbreak in the short-term. The Group will pay close attention to the development of
the COVID-19 outbreak and evaluate its impact on the financial position and operating results of the
Group. Pending development of such subsequent non-adjusting event, the Group’s financial results
may be affected, the extent to which could not be estimated as at the date of this report.

Except as disclosed elsewhere in this Historical Financial Information, there are no material
subsequent events undertaken by the Company or the Group after 31 December 2019.

41. SUBSEQUENT FINANCIAL STATEMENTS

No audited financial statements have been prepared by the Company or any of the companies
comprising the Group in respect of any period subsequent to 31 December 2019.
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