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ANNOUNCEMENT OF ANNUAL RESULTS FOR THE YEAR ENDED
31 DECEMBER 2022
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HIGHLIGHTS OF 2022 RESULTS
— R _EXERE

- The Group’s revenue increased by 27.6% to approximately RMB27.5 billion in 2022 as compared to 2021,
primarily due to increased revenue contribution from food additives, animal nutrition and colloid segments.
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- The Group’s overall gross profit increased by 84.7% to approximately RMB7.2 billion in 2022 as compared to
2021, primarily due to the increases in the gross profit of food additives, animal nutrition and colloid segments.
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- Profit attributable to the Shareholders amounted to approximately RMB3.9 billion, representing an increase of
201.5% as compared to 2021.
- REREEENAOAREIVET BT —F1EHN201.5% °

- Earnings per share (Basic) was RMB152.34 cents (2021: RMB50.55 cents).
- BREF (EX) BARKE 152345 (ZE=—F : AR¥ES055%9) °

- Return on equity was 24. 9% (2021' 10.1%).
- BRARB®MER24.9% (ZF=Z—%F :101%) °

- The Board has proposed a final dividend of HK29.0 cents and a special final dividend of HK4.1 cents per share
(2021 final dividend: HK11.7 cents per share). This results in a full-year dividend of HK69.7 cents per share
(including the interim dividend of HK32.0 cents and a special interim dividend of HK4.6 cents per share) (2021
full-year dividend: HK21.5 cents per share), with a full-year dividend payout ratio of 40% (2021: 35%).
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ANNUAL RESULTS

The Board is pleased to announce the audited consolidated results of
the Group prepared under HKFRS for the year ended 31 December
2022, together with the comparative figures for the year ended 31
December 2021, as follows:

CONSOLIDATED INCOME STATEMENT
BOHRIER

For the year ended 31 December 2022 HZEZ—FT - —F+_-A=1+—HIFE
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Year ended 31 December
BE+t=-B=+—HLEE

2022 2021
—E-= —E-—F
Note RMB’000 RMB’000
ik AR®T R ARBTTT
Revenue A 3 27,474,639 21,539,841
Cost of sales SHE AR (20,262,172) (17,634,565)
Gross profit EF 7,212,467 3,905,276
Selling and marketing expenses HENMMISHERERS (1,757,152) (1,401,171)
Administrative expenses TEAX (1,052,611) (949,021)
Reversal of/(provision for) impairment TREERERERD, ()
losses on financial assets 11,158 (66,709)
Other operating expenses HgEms (32,463) (21,254)
Other income H A W an 4 261,046 223,148
Other gains/(losses) — net HFB, (BR)—F5 5 608,301 (109,912)
Operating profit BEHER 5,250,746 1,580,357
Finance income B A U A 6 100,770 118,547
Finance costs B 75 R AR 6 (489,933) (172,712
Finance costs — net B ISR AR — 5 RE (389,163) (54,165)
Share of net loss of associates KAERET RN
accounted for using the equity method B & A &% #5118 (1,274) (10,218)
Profit before income tax R B 18 B4 B & F 4,860,309 1,515,974
Income tax expense FriSfiF = 7 (999,231) (235,334)
Profit for the year attributable % 3R PE 1k F R ER A
to the Shareholders 3,861,078 1,280,640
Earnings per share for profit FRRREMEF
attributable to the Shareholders BREF
during the year
(expressed in RMB cents per share) (X EFRA R Z5])
- basic —HE R 8 152.34 50.55
— diluted —#E 8 152.30 50.55




CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

BORERER

For the year ended 31 December 2022 B ZE L - —F+_HA=+—HIEFE

Year ended 31 December

BE+-A=+t—BLEE

2022 2021
—E-= —E -
RMB’000 RMB’000
AR®BT T ARBFIT
Profit for the year FRaEF 3,861,078 1,280,640
Other comprehensive loss for FREMSZESER
the year
Items that may be reclassified to profit ~ AJBEEFT I 212 #7118 H
or loss
Exchange differences on translation of ~ /BSMNEFEEVE X T E =48
foreign operations (2,211) -
(2,211) -
Total comprehensive income BREMFRGEWEHEEE
for the year attributable to
the Shareholders 3,858,867 1,280,640




CONSOLIDATED BALANCE SHEET

EHEERER

As at 31 December 2022 W —ZE - —F+ - A=+—H

As at 31 December

R+=-—A=+—H
2022 2021
—ZE_C —E-—F
Note RMB’000 RMB’000
k=3 AR®BT ARBFT
ASSETS BE
Non-current assets RBEE
Property, plant and equipment Y - WE LG 9,455,464 9,284,867
Right-of-use assets TAEEE 832,747 794,761
Intangible assets B EE 45,446 48,323
Investments accounted for using the KAEREYRMIEE
equity method 194 9,090
Financial assets at fair value through BERAFEFABZH
profit or loss TRIEE 10,000 5,000
Prepayment AR RIE 150,398 59,929
Deferred income tax assets RIEMEMREE 41,926 107,578
Total non-current assets SERBEERE 10,536,175 10,309,548
Current assets REEE
Inventories rEe 5,846,373 4,592,966
Trade, other receivables JEUNE ZER N - EAth eI GRIE
and prepayments KB FRIE 10 2,366,589 2,553,446
Cash and cash equivalents BHehIRE&EEY 7,008,116 3,542,457
Restricted bank balances IR B SR 1T 45 o 631,371 512,389
Total current assets MEEERE 15,852,449 11,201,258
Total assets BEEHE 26,388,624 21,510,806
EQUITY &=
Capital and reserves attributable to IR R E{5 R A& K % 5
the Shareholders
Share capital &% AR 243,460 243,261
Share premium f& 10 @ E 266,285 259,434
Other reserves H A 1,214,114 852,483
Retained earnings R Wz 13,769,765 11,322,576
Total equity EREE 15,493,624 12,677,754




As at 31 December

R+=—A=+—8H
2022 2021
—E-= T4
Note RMB’000 RMB’000
it ARETx ARET T
LIABILITIES =L
Non-current liabilities kRBERE
Other payables H b fE T IR 11 73,618 69,948
Deferred income PR AE W 2= 13 756,723 776,426
Borrowings BE 12 584,500 2,504,790
Lease liabilities HEealE 514 1,203
Deferred income tax liabilities RIEFRETR ARG 91,650 16,650
Derivative financial instruments TEsmIA - 90,370
Total non-current liabilities ERBEERE 1,507,005 3,459,387
Current liabilities RBAE
Trade, other payables BB SRR - Hh A 5IE
and accruals N IEEE A 11 2,967,232 2,780,278
Contract liabilities AREE 3 786,389 685,866
Current income tax liabilities BIERFRIS A E 264,909 158,409
Borrowings BE 12 5,368,575 1,722,254
Lease liabilities HEAR 890 774
Derivative financial instruments TEemIA - 26,084
Total current liabilities nBEaEEE 9,387,995 5,373,665
Total liabilities BEHAE 10,895,000 8,833,052
Total equity and liabilities ExkBaEHEE 26,388,624 21,510,806




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BOFB IR EE

For the year ended 31 December 2022 Bl Z — L - —F+_HA=+—HIEFE

1. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

This note provides a list of the significant accounting policies
adopted in the preparation of these consolidated financial
statements. These policies have been consistently applied to
all the years presented, unless otherwise stated. The financial
statements are for the Group consisting of Fufeng Group Limited
and its subsidiaries.

1.1 Basis of preparation

0]

(ii)

(i)

Compliance with HKFRS and Hong Kong
Companies Ordinance

The consolidated financial statements of the Company
have been prepared in accordance with HKFRS
and the disclosure requirements of the Hong Kong
Companies Ordinance (Cap. 622).

Historical cost convention

The financial statements have been prepared on a
historical cost basis, except that certain financial
assets and liabilities (including derivative instruments)
are measured at fair value.

New and amended standards adopted by the
Group

The Group has applied the following amendments
for the first time for their annual reporting period
commencing 1 January 2022:

e Property, Plant and Equipment: Proceeds before
Intended Use — Amendments to HKAS 16

e Onerous Contracts — Cost of Fulfiling a Contract
— Amendments to HKAS 37

e Annual Improvements to HKFRS Standards
2018-2020

e Reference to the Conceptual Framework —
Amendments to HKFRS 3
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(iv)

e Amendments to AG 5 Merger Accounting for
Common Control Combinations

The amendments listed above did not have any
impact on the amounts recognised in prior periods
and are not expected to significantly affect the current
or future periods.

New standards and interpretations not yet
adopted

Certain new accounting standards, amendments to
accounting standards and interpretations have been
published that are not mandatory for 31 December
2022 reporting periods and have not been early
adopted by the Group. These standards, amendments
or interpretations are not expected to have a material
impact on the entity in the current or future reporting
periods and on foreseeable future transactions.

Effective for annual
periods beginning
on or after
HKFRS 17 Insurance contracts 1 January 2023
HK Interpretation 5~ Presentation of Financial Statements 1 January 2023
(2020) - Classffication by the Borrower
of a Term Loan that Contains a
Repayment on Demand Clause
Amendments to Disclosure of Accounting Policies 1 January 2023
HKAS 1 and HKFRS
Practice
Statement 2
Amendments Definition of Accounting Estimates 1 January 2023
toHKAS 8
Amendments Deferred Tax related to Assets and 1 January 2023
to HKAS 12 Liabilties arising from a Single
Transaction
Amendments Classffication of Liabilties as Current 1 January 2024
toHKAS 1 or Non-current
Amendments Lease Liability in a sales and 1 January 2024
toHKFRS 16 Leaseback
Amendments Non-current Liabilties with 1 January 2024
toHKAS 1 Covenants
Amendments Sale or contribution of assefs To be determined
toHKFRS 10 between an investor and its
and HKAS 28 associate or joint venture

(iv)
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS

The preparation of financial statements requires the use of
accounting estimates which, by definition, will seldom equal the
actual results. Management also needs to exercise judgment in
applying the Group’s accounting policies.

Estimates and judgments 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 described below.

2.1 Provision for impairment of trade and other
receivables

The loss allowances for financial assets are based on
assumptions about risk of default and expected loss rates.
The Group uses judgments in making these assumptions
and selecting the inputs to the impairment calculation,
based on the Group’s past history, existing market
conditions as well as forward looking estimates at the end
of each reporting period.

2.2 Estimated impairment of property, plant and

equipment

The Group reviews property, plant and equipment for
impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable.
The recoverable amount of cash-generating unit has been
determined based on the higher of value in use and fair
value less costs to sell. Property, plant and equipment that
suffered an impairment are reviewed for possible reversal of
the impairment at each reporting date.
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2.3

2.4

Management judgment is required in the area of asset
impairment particularly in assessing: (i) whether an event
has occurred that may indicate that the related assets
values may not be recoverable; (i) whether the carrying
value of an asset can be supported by the recoverable
amount, being the higher of fair value less costs of
disposal or net present value of future cash flows which
are estimated based upon the continued use of the asset
in the business; and (iii) the appropriate key assumptions
to be applied in preparing cash flow projections including
whether these cash flow projections are discounted using
an appropriate rate. Changing the assumptions selected
by management in assessing impairment, including the
discount rates or the growth rate assumptions in the cash
flow projections, could materially affect the net present
value in the impairment test and as a result affect the
Group’s financial condition and results of operations. If
there is a significant adverse change in the projected
performance and resulting future cash flow projections,
it may be necessary to take an impairment charge to the
consolidated income statement. If there is an indication that
an impairment loss may have decreased, the recoverable
amount should not be more than what the depreciated
historical cost would have been if the impairment had not
been recognised.

Useful lives of plant and equipment

The Group’s management determines the estimated
useful lives and related depreciation charges for its plant
and equipment. This estimate is based on the historical
experience of the actual useful lives of plant and equipment
of similar nature and functions. It could change significantly
as a result of technical innovations and competitor actions
in response to severe industry cycles. Management will
increase the depreciation charge where useful lives are less
than previously estimated, or it will write off or write down
technically obsolete or non-strategic assets that have been
abandoned or sold. For deferred government grants related
to the acquisition of property, plant and equipment, the
periodic credits to consolidated income statement will also
be increased under the above mentioned circumstances
when such grants are credited to the consolidated income
statement over the assets’ remaining useful lives.

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 historical
experience of manufacturing and selling products of similar
nature. It could change significantly as a result of changes
in customer taste and competitor actions in response to
industry cycles. Management reassesses the estimates at
each reporting date.
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2.5 PRC taxes

The Group is mainly subject to different taxes in the
PRC. Significant judgment is required in determining the
provision for income taxes. There are some transactions
and calculations for which the ultimate tax determination
is uncertain during the ordinary course of business. The
Group recognises liabilities for anticipated tax audit issues
based on estimates of whether additional taxes will be
due. Where the final tax outcome of these matters is
different from the amounts that are initially recorded, such
differences will impact the tax and deferred tax provisions
in the period in which such determination is made.

SEGMENT INFORMATION

The chief operating decision-maker has been identified as the
executive directors of the Company. The executive directors
review the Group’s internal reporting in order to assess
performance and allocate resources.

The executive directors examine the business performance of
the Group according to the following product segments:

—  Food additives segment: manufacturing and sales of food
additives products, including MSG, starch sweeteners,
glutamic acid, compound seasoning and comn oil;

— Animal nutrition segment: manufacturing and sales of
animal nutrition products, including corn refined products,
threonine and lysine;

—  High-end amino acid segment: manufacturing and sales of
high-end amino acid products;

—  Colloid segment: manufacturing and sales of colloid
products, including xanthan gum and gellan gum; and

—  Other segment: manufacturing and sales of other products,
including fertilisers, synthetic ammonia, pharmaceuticals
and others.

The executive directors assess the performance of the business

segment based on gross profit of the above five product
segments.
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The revenue of the Group for the years ended 31 December

2022 and 2021 are set out as follows:

REBEE

E_-_F_—

FhR-IT-—%F

TZA=T—HIEFENRAFESIMT

2022 2021
—EgE-= —E-—%F
Products by segments BoaMEDER RMB’000 RMB’000
ARETx ARETF T
Food additives B
MSG K45 10,780,277 8,515,656
Starch sweeteners R EH TR 1,809,654 1,421,350
Glutamic acid narg 631,381 366,378
Compound seasoning A FK &R 77,605 82,150
Corn oil £ KH 1,631 3,134
13,300,548 10,388,668
Animal nutrition BYEE
Corn refined products TR IR E 5,104,056 3,577,678
Threonine e g 2,469,558 2,394,716
Lysine JEEagig 2,007,584 1,647,471
9,581,198 7,619,865
High-end amino acid SERER
High-end amino acid products =g R E R 1,201,208 1,415,394
Colloid B
Xanthan gum =RB 2,169,489 968,753
Gellan gum #ERB 69,258 73,952
2,238,747 1,042,705
Others Hith
Fertilisers FE#t 860,947 647,122
Synthetic ammonia AR 140,894 263,081
Pharmaceuticals % 133,674 147,614
Others Hib 17,423 15,392
1,152,938 1,073,209
27,474,639 21,539,841
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The segment information for the year ended 31 December 2022
is as follows:

Food Animal
additives nutrition
RERINA BYEE
RMB’000 RMB’000
ARETR AR¥Tn

BHE_T-_—_F#+_A=+—8HLtFE

B EERAT -
High-end
amino acid Colloid Others Group
BEEER B Hitr bS]

RMB'000  RMB'000  RMB'000  RMB'000
ARETR ARBTR AR®TR ARE®TR

1,201,208 2,238,747 1,152,938 27,474,639
(817,002)  (1,017,197)  (812,316) (20,262,172

Revenue LN 13,300,548 9,581,198
Cost of sales HEMAR (10,706,010)  (6,909,647)
Gross profit EM 2,504,538 2,671,551

384,206 1,221,550 340,622 7,212,467

The segment information for the year ended 31 December 2021
is as follows:

Food Animal
additives nutrition
RmAME gmER
RMB'000 RMB'000
ARBFT ARETR

HE-_E-—F+-_A=+—81tFEE

D EERAT -
High-end
amino acid Colloid Others Group
BiERER B Hith r&EE

RMB'000 ~ RMB'O00 ~ RMB'000  RMB'000
ARETRE ARBTT ARETRT ARETRL

1415304 1042705 1073209 21,539,841
(827,526 (701,589)  (890,773)  (17,634,565)

Revenue WA 10,388,668 7,619,865
Cost of sales BEKA (8,963,864)  (6,250,813)
Gross profit EH 1,424,804 1,369,052

587,868 341,116 182,436 3,905,276

The Group’s total non-current assets located in the PRC
other than deferred income tax assets and derivative financial
instruments amounted to RMB10,260,333,000 (2021:
RMB10,089,890,000), and the total non-current assets located
in Hong Kong and the U.S. other than deferred income tax
assets and derivative financial instruments amounted to
RMB233,916,000 (2021: RMB112,080,000).
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Disaggregation of revenue from contracts with

customers

The Group derives revenue from the transfer of goods at a point
in time in the following geographical regions:

HEFZENGREENBRATDH

AEEAEXERHEATREANEEE
R mESHOWA

Sales of goods

HEER
2022 —E2-= Overseas PRC Total
ySEN FE et
RMB’000 RMB’000 RMB’000
AR® T AR®T ARET R
Revenue from external customers 2K B 928 & B B YA 7,957,219 19,517,420 27,474,639
Timing of revenue recognition S ONE ST
At a point in time P 1B 5 P B 7,957,219 19,517,420 27,474,639
Sales of goods
HEEm
2021 —E-—F Overseas PRC Total
IR Y st
RMB’000 RMB’000 RMB’000
AR®BTT ARBTT ARBFT
Revenue from external customers 3 B 92 & 2 &I A 6,916,756 14,623,085 21,539,841
Timing of revenue recognition TSR U A B B ]
At a point in time A (B RS 2 6,916,756 14,623,085 21,539,841

Approximately 71% (2021: 68%) of the Group’s revenue is
generated from sales to customers in the PRC. The remaining
29% (2021: 32%) of the Group’s revenue is generated from the
sales to overseas including Europe, Latin America, the U.S.,
North America, South Africa, the Middle East, Southeast Asia

and Japan.

No customer contributes 10% or more to the Group’s revenue
for the years ended 31 December 2022 and 2021.

Liabilities related to contracts with customers

The Group has recognised the following liabilities related to

contracts with customers:

REBEHT7T1% (T - —4F : 68%) KUK
ARBAFBEEFHEE - NEEHT
20% (Z T = — 4 :32%) WA KGR\
N E - BFERUMN R T =M =B
bE -BE -PE - - EmaEkHAR-

REE_ZE-_—_FR-_ZFT-_—F+=-A
—t+—HLEFE BEEFEAEEK
AHI10% 8k A F o

Contract liabilities — sales of goods

HEFCZHENERERANEAERE

AEBEBHRRATEHEEAREHANE
&

2022 2021
—E-= —E-—F
RMB’000 RMB’000
AR®T ARETTT
786,389 685,366

— 13 =



The increases in 2022 and 2021 were due to the increase in TECCFRZEZ—FMEMNEAR
sales to customers. 1% 5 4 48 o
In 2022 and 2021, all the contract liabilities at the beginning of RIEZZFhZEZ—F REVE

respective periods were recognised as revenue.

ABFIEERARE D BIERBWA -

4 OTHER INCOME 4, Hiplkzs

2022 2021
—E-F —E-—F
RMB’000 RMB’000
AR®T ARBFT
Amortisation of deferred income (i) (Note 13) IR E W s () (M5 13) 90,154 94,159
Government grants related to expenses (ii) £ 5 2 5 B W BUT /8 B (i) 74,137 55,946
Sales of waste products and raw materials HEREHERLEMR 64,528 56,921
Others Efy 32,227 16,122
261,046 223,148

()  Government grants relating to the purchase of property, () HEEWHE BEMREEBOK

plant and equipment are included in non-current liabilities
as deferred income and are credited to profit or loss on
a straight-line basis over the expected lives of the related

FREBKT AFERBEE  JIFEE
s YR HEEERMFHA
B #ERF AR

assets.
(i)  Government grants relating to expenses are recognised in (i) HBRLZBEBEONRSMEETFIERS
the profit or loss over the period necessary to match them BAEENRIME RN ER AR
with the expenses that they are intended to compensate. 7 e
5. OTHER GAINS/(LOSSES) - NET 5. HihFE, (BkX)-FHE
2022 2021
—E-C —E-—F
RMB’000 RMB’000
ARMT ARBTTT
Loss on disposal of property, plant and HEWE  BERZEEIE—
equipment — net iR (11,532) (1,589)
Net foreign exchange gains/(losses) FIE W FIE, (1BK) 483,560 (48,856)
Investment gains/(losses) from cross currency X X B EF| RIS HIE LR
and interest rate swaps WEFE, (BKR) 123,449 (55,633)
Investment gains from foreign currency forwards 9N i HA 2 4 F) IR & W 26 - 5,972
Impairment charge for an investment accounted % AR ADIBRH) — B E
for using equity method R E S M (7,483) -
Others H b 20,307 (9,806)
608,301 (109,912)

— 14—



6. FINANCE INCOME AND COSTS

6. B ARRA

2022 2021
—E-F T
RMB’000 RMB’000
AR®BT T ARBFT
Finance income: BBEWRA -
Interest income on bank deposits and bank RITERRBRITESRD
balances FEHA
— bank deposits and bank balances —RITEFRRIBITE S 100,205 36,271
— financial assets at amortised cost — R RN BR A
TREE 565 -
Net foreign exchange gains on financing activities B2 & /& EhHYFE 5 W25 F 58 - 82,276
100,770 118,547
Finance costs: /0 7N,
Interest expenses FERX
— Bank borrowings —RITEE (234,763) (99,735)
— Other payables —Hth T 5RIB (3,670) (3,487)
- USD bonds —ETEF - (69,440
Interest charges paid for lease liabilities HEEBEBEEN
MER X (71) (50)
Net foreign exchange losses on financing BB E BRI IE B8R 5
activities (251,429) -
(489,933) (172,712)
Net finance costs B TS PRA% 5 (389,163) (54,165)
7. TAXATION 7. B\
(a) Income tax expense (a) FrIEPiEx
2022 2021
—E-= —E-—F
RMB’000 RMB’000
AR®T ARBEF T
Current income tax BVHAFT1S %1
~PRC _hE
-EIT — RS 586,613 181,859
— Withholding tax — a0 264,500 47,700
-USEIT —XBEPEMENR 6,425 -
— Hong Kong profit tax —EBBNENR 1,041 -
Total current income tax BNERFT1S T 4858 858,579 229,559
Deferred income tax BT PTIS T 140,652 5,775
999,231 235,334
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The Company was incorporated in the Cayman Islands
as an exempted company with limited liability under the
Companies Law (Law 3 of 1961, as consolidated and
revised) of the Cayman Islands and is exempted from
payment of the Cayman Islands income tax.

The Group’s subsidiaries in BVI are exempted from
payment of the BVI income tax.

The Group’s subsidiaries in Hong Kong are subject to profit
tax at a rate of 8.25% (2021: 8.25%) on assessable profits
up to HKD 2,000,000; and 16.5% (2021: 16.5%) on any
part of assessable profits over HKD 2,000,000 for the Year.

The Group’s subsidiaries in the PRC are subject to PRC EIT
which is calculated based on the applicable tax rate of 25%
(2021: 25%) on the assessable profits of the subsidiaries in
accordance with PRC tax laws and regulations except for
those as discussed below:

Seven subsidiaries of the Group including Hulunbeier
Fufeng, Shandong Fufeng, Shenhua Pharmaceutical, Baoji
Fufeng, IM Fufeng, Xinjiang Fufeng and Longjiang Fufeng
have obtained the approvals to become a new and high-
technology enterprise and are entitled to a preferential
income tax rate of 15% (2021: 15%). The qualification of
new and high-technology enterprises is subject to renewal
for each three years interval.

According to the Ministry of Finance Announcement No.
23, 2020, “The notice on extending enterprise income
tax policies of the western region development strategy
issued by the Ministry of Finance, the State Administration
of Taxation and the National Development and Reform
Commission” (87 B 20 A & 2020 4 55 23 5% “ Bf B &P -
MEeR BREERNFZENTEABARAELE
FT 15 T 2R B9 A 25 ) taking effect from 1 January 2021,
companies set up in the western region and falling into
certain encouraged industry catalogue promulgated by the
PRC government will be entitled to a preferential tax rate of
15%. Four subsidiaries of the Group including Hulunbeier
Fufeng, Baoji Fufeng, IM Fufeng and Xinjiang Fufeng, are
set up in the western development region and fall into the
encouraged industry catalogue, and therefore they are
entitled to the aforesaid preferential tax rate of 15% (2021:
15%).

—16 —

ARARBRBEFRERE QAKX
(—AAR—FED = EERE RIERT)
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RAFE  REBROBEHE AR
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The Group’s subsidiaries in the United States is subject
to state income tax at a rate of approximately 8.84% and
9.5% (2021: 8.84% and 9.5%) and federal income tax at a
rate of approximately 21% (2021: 21%) on the estimated
assessable profit for the Year.

The Group’s subsidiary in Singapore is subject to income
tax at a rate of 17% (2021: 17%) for the Year.

(b) Numerical reconciliation of income tax expense (b)
to prima facie tax payable

RAFE AEBNERNE A
A ARG E R R FZE R XL
8.84%F19.5% (—E - —4F : 8.84%
9.5%) AN INFT ST R IR T K 4
21% (ZF = —F : 21%) Z s F
Frig i o

SNSRI Y N0 R i B
NREVBEREATR (Z T —5F
17%) B PTSH ©

FreBiM RS RN EN
BEHK

2022 2021
—=E—-= —E-—F
RMB’000 RMB’000
AR%T ARBTTT
Profit before income tax K3 P15 356 A& 7 4,860,309 1,515,974
Tax calculated at domestic tax rates BRERVERR RN ERL
applicable to profits in the respective AR E R TIE
jurisdictions 1,275,163 416,564
Preferential tax of certain subsidiaries ETHEA M EERIE (506,528) (160,613)
Lump-sum deduction of qualified asset —REBR R R
additions of new and high-technology EEBEERE
enterprise (61,757) -
Research and development tax credit e IEEK 2 (36,298) (28,017)
Unrecognised tax losses RIERTIIAEE 393 710
Withholding tax on dividends from PRC HR BB A RIAR B A TR0
subsidiaries G 339,500 37,700
Previously unrecognised tax losses eI AR TR I B IR A
now recouped to reduce current tax AR A BV EAF TE R 2
expense (12,509) (82,375)
Expenses not deductible for tax Rl
purposes 1,437 1,593
Income not subject to tax BRI A (170) (228)
999,231 235,334
8. EARNINGS PER SHARE 8. BRER
(a) Basic earnings per share (a) BRELXER

Basic earnings per share is calculated by dividing the profit
attributable to the Shareholders by the weighted average
number of ordinary shares in issue during the year.

BRER AT Ty iR A R A5 5 M R
AFAE BT E BRI T8 -

2022 2021
—EC-F —EC-—F
RMB cents RMB cents
ARE S AR®ES
Basic earnings per share attributable to R SR JE(E AR E A2 F|
the Shareholders 152.34 50.55
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(b) Diluted earnings per share
Diluted earnings per share adjusts the figures used in the
determination of basic earnings per share to take into
account:

e the after income tax effect of interest and other
financing costs associated with dilutive potential
ordinary shares, and

e the weighted average number of additional ordinary
shares that would have been outstanding assuming

(b) ZREERR
BEREERNEAREEERER
BNOBIEETTRAE Ut

o BB K) B BEARAER
ﬂ%&ﬁ%ﬂéﬂ$m%%
BRRYE

e BRALZMAMFENE
BRRERGEITOEINEBR

the conversion of all dilutive potential ordinary shares. R DNAEF 8 -
2022 2021
—E-= —EC—F
RMB cents RMB cents
AR¥SD ARES
Diluted earnings per share attributable to % 5 i {k & A% 5% 2 7
the Shareholders 152.30 50.55

(c) Reconciliations of earnings used in calculating
earnings per share

(c) ARFTEESRABANMARTNZ
iR

2022 2021
—=E-— T —F
RMB’000 RMB’000

AR®F ARETT

Basic earnings per share /l’% HAEF

Profit attributable to the Shareholders BERARZFAZ
used in calculating basic earnings Hxﬁf’ﬂﬁ i )
per share

Diluted earnings per share TR FE T

Profit attributable to the Shareholders EEREERNMAZ
used in calculating diluted earnings R ER P A T
per share

3,861,078 1,280,640

3,861,078 1,280,640
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(d) Weighted average number of shares used as the

(e)

denominator

(d) RAED & 895 6 hnfEF 19 8

2022 2021
—E-= —E-—F
Weighted average number of ordinary N ;g: HEARZFEEBIED
shares used as the denominator in H&bﬂﬁé%’]gﬂl (F1&)
calculating basic earnings per share
(thousands) 2,534,590 2,533,639
Adjustments for calculation of diluted REREERNGEEDHE
earnings per share:
- Assumed exercise of share options RAR T B AR AE (FA%)
(thousands) 621 12
Weighted average number of ordinary REtEGREE BN RERED
shares and potential ordinary shares B 3 3 A% N2 7 T AR N
used as the denominator in calculating ~ #FHE (FA)
diluted earnings per share (thousands) 2,535,211 2,533,651

Information concerning the classification of
securities

The Company has one category of dilutive potential
ordinary shares: share options. For the share options, a
calculation is done to determine the number of shares
that could have been acquired at fair value (determined as
the average annual market share price of the Company’s
shares) based on the monetary value of the subscription
rights attached to outstanding share options. The number
of shares calculated as above is compared with the
number of shares that would have been issued assuming
the exercise of the share options.

The 2,000,000 outstanding share options issued in July
2022 (2021: 2,300,000 outstanding share options issued
in November 2016 and December 2016) are not included
in the calculation of diluted earnings per share because the
average market price of ordinary shares for the Year did
not exceed the exercise prices of each tranche of the share
options, hence the share options are antidilutive for the
Year. These options could potentially dilute basic earnings
per share in the future.

~ 19—
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9. DIVIDENDS

Hﬁ /%\

2022 2021

—E-F —E-—F

RMB’000 RMB’000

ARET T ARETF T

Interim, paid B ER S 810,067 206,712
Final REFIR B 734,807 240,765
1,554,874 447 477

The final dividends paid in 2022 amounted to HKD296,436,000
(equivalent to RMB253,301,000) (2021: HKD103,879,000
(equivalent to RMB86,036,000)), representing HK11.7 cents
(equivalent to RMB10.0 cents) (2021: HK4.1 cents (equivalent
to RMBS3.4 cents)) per ordinary share of the Company. The
difference between the proposed and paid final dividends was
due to the impact of exchange rate fluctuation.

At a meeting held on 30 March 2023, the Board proposed a final
dividend of HKD735,422,000 (equivalent to RMB643,789,000)
(2021: HKD296,436,000 (equivalent to RMB240,765,000)),
representing HK29.0 cents (equivalent to RMB25.4 cents)
(2021:HK11.7 cents (equivalent to RMB9.5 cents)) per share
and a special final dividend of HKD103,974,000 (equivalent
to RMB91,018,000) representing HK4.1 cents (equivalent to
RMB3.6 cents) per share to be distributed from the retained
earnings account. The amount of final dividend and special
final dividend are calculated based on 2,535,939,037 Shares
in issued as at 30 March 2023. These proposed dividends
are subject to the approval by the Shareholders at the annual
general meeting of the Company and are not reflected as a
dividend payable in these consolidated financial statements, but
will be reflected as an appropriation from the retained earnings
account for the year ending 31 December 2023.

—-20 -

TE TN KRBRE A
296,436,000 Tt (HE N AR
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10. TRADE, OTHER RECEIVABLES AND

10. ERE B R - EMEKKE

PREPAYMENTS REAMARE
2022 2021
—E-= —E-—F
RMB’000 RMB’000
AR® T ARBFIT
Trade receivables (a) FEUE 5 R (a) 1,094,634 1,094,509
Less: provision for impairment loss W FHRBEEEREE D)
allowance (b) (33,297) (44,546)
Trade receivables — net EYE 5 R —F5 1,061,337 1,049,963
Deposits and others e REMm 74,679 43,077
Loan to a related party BT —RBEFNER 10,658 5,008
Loan to a third party (c) BT —RBE=ZAMER(C) 50,000 50,000
Less: provision for impairment loss B ETRRBE BB RS
allowance (50,000) (50,000)
Loan to a third party — net BF—REZMER—FA - -
Loans to employees BTREREMER 3,566 472
Value-added tax for future deduction AR BRNBIEED 74,197 308,069
Prepaid current income tax TERTBIEIAT 15 8 13,818 464
Interest receivables JFEUR 1) 8. 7,958 2,913
1,246,213 1,409,966
Notes receivable (f) JE UL AR () 654,942 728,596
Trade and other receivables (g) FEUE 5 BR 3R I HLAth FE U 5RTE (e) 1,901,155 2,138,562
Prepayments to suppliers W ER A BIE 615,832 474,813
2,516,987 2,613,375
Less: non-current portion W JERNEREL o
Prepayments for non-current assets (g)  JE/m )& EFE I FUA (g) (150,398) (59,929)
2,366,589 2,553,446
(a) As at 31 December 2022 and 2021, the ageing analysis of (a) RZE_—_FR-_F-_—F+=A

trade receivables based on invoice date was as follows:

=tT—H BRUEBEZIRFIRER

HIMBRE D ATIAT -

2022 2021
—=E—-= T —F

RMB’000 RMB’000

AR¥T T ARBEF T

Within 3 months “@EAR 1,076,025 1,076,622
3to 12 months =—E=+=@A 13,920 13,822
Over 12 months BB’ +—1EA 4,689 4,065
1,094,634 1,094,509
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(b)

(c)

(d)

(e)

The Group generally sells its products to domestic
customers and receives settlement either in cash or in the
form of bank acceptance notes (Note (f)) upon delivery of
goods. The bank acceptance notes usually have maturity
dates within six months. Certain major customers in the
PRC and overseas with good repayment history are offered
credit terms of not more than three months.

Impairment and risk exposure

The Group applies the HKFRS 9 simplified approach to
measuring expected credit losses which uses a lifetime
expected loss allowance for all trade receivables.

The loan to a third party was arranged via a financial
trust company during 2019. During the year ended 31
December 2021, the loan was past due for collection as
the third party was in financial difficulties. A full provision
of RMB50,000,000 was recorded on the balance sheet
to reflect the increase in credit risk. As there has been a
significant increase in credit risk, the Group measured the
impairment as lifetime expected credit losses.

Except for the loan to a third party as discussed above
in Note(c) and the loan to a related party, trade and other
receivables are unsecured and interest-free. The carrying
amounts of trade and other receivables were approximately
at their fair values as at the balance sheet date.

The carrying amounts of the Group’s trade and other
receivables excluding notes receivable were denominated
in the following currencies:

(b)

(c)

(d)

(e)

AEBE-RABNBERHERER
W R R E b b AR & SOARTT A
SR (BEE () FZ A MBS B R
RITEAREBE—RBNEAREE -
EBRIEFERTHNE THELE
SNEBEPEELT A AAN
EEH -

Rl % R gz it
AEERBEBMBRELERF
SR EEBERER R
BERKE SRS BREETES
NEFEHIE 1R -

RZE-—NF ZETE=ZTNE
HEBB—HEMETLATEL -
REZE-_TE-_—F+=-A=+—H
IFFE BRFE=ZHBATERE -
ZEREBB -EREERERE
15 2 H#E 1 A R 50,000,000 7T
URBEERRMIEN BEER
PR EE N AEEILERTERS
RITEHA{E FRIBRETERE ©

B L MdmzERTE=
HMERTEB TN BRE SR
AR EAEYGRIBE S EER LR -
REERBRA BRESERKL
Hih M REN R ERL NV E
HE e

AEETGRREZBEENERES
BRFNE M R IR R BRE(E A T
SIEHETE

2022 2021
—=E-— T —F

RMB’000 RMB’000

ARET T ARBEF T

-RMB — AR 735,532 844,706
-UsD —3%7T 509,834 565,260
-EUR —[E 7T 847 -
1,246,213 1,409,966

The maximum exposure to credit risk at the reporting
date was the carrying value of each class of receivables
mentioned above. The Group does not hold any collateral
as security.

—-22 -
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(f

(9)

As at 31 December 2022, notes receivable were all bank
acceptance notes aged less than one year, and included a
total amount of RMB574,650,000 (2021: RMB690,483,000)
that have been endorsed to the suppliers. As the notes
receivables 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,
they are measured at FVOCI.

(f)

R-ZE-_—_#F#+-_A=+—8"
FEWEEY BEREHR IR —FHIR
TRARRLEE BEBREAEARE
574,650,000 (ZE = —F : AR
#$690,483,0007T) BB E T HER
MEE - AR ERZEFERE S
HNEEREMTESREE WX
EEERSREEEATINAER
B B A FEFAEMEAR

HitE
2022 2021
—E-= —E-—F
RMB’000 RMB’000
AR¥T T AREET T
Current assets REEE

Notes receivable measured at FVOCI AV EFAEMGRS K

FrEMRKER 654,942 728,596

On endorsing these notes receivable, there is no related
balance within the FVOCI reserve that needs to be
reclassified to other losses within profit or loss as the fair
value is approximate to its face amount and no premium is
recognised.

All of the financial assets at FVOCI are denominated in
RMB.

As at 31 December 2022, the prepayments for non-current
assets amounting to RMB150,398,000 were payments for
purchase of property, plant and equipment.

During the year ended 31 December 2020, the Group
won a bid for purchasing a package of non-current
assets owned by a bankrupted third party company
at a consideration of RMB51,189,000. A full amount
prepayment of RMB51,189,000 has been paid for the
aforementioned transaction to the agent as at 31 December
2020. During the Year, the package of assets purchased
were entirely handed over to the Group, with amounts of
RMB14,531,000 and RMB36,658,000 transferred into
leasehold land-use rights and construction in progress,
presented as “Right-of-use assets” and “Property, plant
and equipment” in the consolidated balance sheet
respectively.
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(9)
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MEMEL RERAFEEER
EHEE B RFER G E -

BAVFEFARMBEERENME
CREEHUAARKEE-

R-_E-_—_F#+-_HA=+—8"
ERBEEMNTEMNREBARE
150,398,000 T BEEWE  BE &
BB -

e Z2-ZF+_-_A=+—HIt
FE o AEENUARKS51,189,000
THHEPZERE -—MEES=H
RABBMN—EFHERBEE - &
R S H 25 AR 51,189,000 7T
MENRBEER-_ZE_ZF+_A
=t —HINTRE RAFER
BN EBFEEC PRI AER
HaEEARE L MEAENE
EIRENSE AR 14,531,0007T
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The rest of non-current portion amounting to HE_Z-_—F+-H=1+—80m1
RMB8,740,000 as of 31 December 2021 were HersEm e #o A R ¥ 8,740,000
prepayments for purchase of leasehold land-use rights TAZEZ —FIRBEEEHEFH
pursuant to agreement with local government in 2021. EEEHE T AENTENR
During the Year, the leasehold land-use rights purchased B -RAFEMBEMNHE TE
were handed over to the Group and transferred into right- RAECEIAEETEREAESR

(a) As at 31 December 2022 and 2021, the ageing analysis of

trade payables based on invoice date was as follows:

of-use assets. EE o
11. TRADE, OTHER PAYABLES AND M. ENESERR  HMESRIE
ACCRUALS REER
2022 2021
—_E-= —E-—F
RMB’000 RMB’000
AR®FT T ARBFIT
Trade payables (a, b) FENE SR (a b) 1,374,599 1,545,933
Payables for property, plant and VI - W5 B 3 FE S RUE (o)
equipment (b) 585,354 490,593
Salaries, wages and staff welfares ER¥Fe TAREIRA
payables 426,451 346,755
Notes payable ERNRE 90,000
Interest payable FETFI & 7,523 1,149
Dividends payable FET IR E - 407
Other payables and accruals Hfb e RIE R ERE A 556,923 465,389
3,040,850 2,850,226
Less: non-current portion B IEmENE D
Other payables (c) H b B~ 30IE (0) (73,618) (69,948)
2,967,232 2,780,278

(@ RZZT_=—FR=ZF=_—4F+=A
=+t—H ENBEZEFRER

HRERR DT ¢
2022 2021
—E-—F —E-—%F
RMB’000 RMB’000
ARETx ARBFT
Within 3 months —@AR 1,241,157 1,371,273
3 to 6 months =Z=XEA 53,903 73,335
6 to 12 months ~NE+ @A 19,354 32,167
1to 2 years —EWF 35,909 36,865
Over 2 years LA 24,276 32,293
1,374,599 1,545,933
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(b) As disclosed in Note 10(f), notes receivable amounted (b) FIsE10MFATH E - EWEIE A
to RMB574,650,000 (2021: RMB690,483,000) were R ¥ 574,650,000 (Z & = —
endorsed to the suppliers of trade payables and payables F: AR ®690,483,0007T) 5B
for purchase of property, plant and equipment amounting EELHER ARIADR A
to RMB472,185,000 and RMB102,465,000, respectively AR ® 472,185,000t & A R ¥
(2021: RMB573,165,000 and RMB117,318,000, 102,465,000 (ZZ = —F : 5
respectively). A AN R ¥ 573,165,000 7T M A R #

117,318,0007T) K JES & 5 BR 5 &
BEWE  BEREBRENRIE -

(c) The non-current portion of other payables is a borrowing (c) EENFENERSDAEDZRAE
from certain third parties, which is repayable in 4 years from FE=ZHEE BREEAGBEKH
the balance sheet date. The interest rate on such other BAFRNEE ZEMENFTIER
payables during the Year was 5.25% per annum (2021: REZEAMFNERE26%(ZF
5.25% per annum). Z—%F : §F525%) °

(d) Except for the borrowing from certain third parties as (d) BMEFOmMmeRETE=F1E
discussed in Note(c), trade and other payables are BN BB 5 R R H b FE S 5K
unsecured and interest-free. The carrying amounts of trade EAEEFRERE  HEEEEHRA
and other payables approximate their fair values and are FEEE  FEUAREBEM -
mainly denominated in RMB.

12. BORROWINGS 12. 8 &

2022 2021
—E-C T
RMB’000 RMB’000
AR®T ARETF T

Non-current IERE
Bank borrowings, unsecured RITEE (BIEMT) 584,500 -
Bank borrowings, secured (a) RITEE (BEM) @ - 2,504,790
584,500 2,504,790

Current TED

Bank borrowings, unsecured MITEE (FIEMT) 4,488,575 1,222,254
Bank borrowings, secured (a) RITEE (KM (9 880,000 500,000
5,368,575 1,722,254
Total borrowings EEHE 5,953,075 4,227,044

_25_



At 31 December 2022, the Group’s borrowings were repayable
as follows:

N-_E-_—F+_A=+—H KA&£H
FEEENEEBROT

Bank borrowings

RITIEE
2022 2021
—=E-= —E-—%
RMB’000 RMB’000
ARET R ARETF T
Within 1 year —F R 5,368,575 1,722,254
Between 1 and 2 years —EMFR 584,500 125,239
Between 2 and 5 years MERFA - 2,379,551
5,953,075 4,227,044

The weighted average effective interest rates at the balance
sheet dates were as follows:

NEEAEBXRABNINEFTHERFED
T~

2022 2021
—E-= —FE-

Borrowings BE

2.81% 2.19%

The carrying amount and fair value of non-current borrowings
are as follows:

FERBEENFEEERAFENT

Carrying amount Fair value
IREE A
2022 2021 2022 2021
—E-—F —E-—4F —E-—F —E-—%F
RMB’000 RMB’000 RMB’000 RMB’000
AR®BTRT AREFTT AR¥TR ARETRT
Bank borrowings RITIEE 584,500 2,504,790 584,466 2,382,379

The fair value of non-current borrowings are based on
discounted cash flows using a current borrowing rate. They are
classified as level 3 of the fair value hierarchy.

The fair value of current borrowings approximates their carrying
amounts, as the impact of discounting is not significant.

The carrying amounts of the Group’s borrowings are
denominated in the following currencies:

ERBEENDFEDRBERAREE
ENEPRNReRESE - EWO R
RRFEERTHE=E -

mBEENATFEREREEMES T
HAMBENTZELTERX -

AEBRBENREEBENTIERE

2022 2021
—=E-= —E-—F

RMB’000 RMB’000

ARETx ARET T

RMB AR 5,953,075 1,468,176
UsD ETT - 2,758,868
5,953,075 4,207,044
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(@) As at 31 December 2022, the secured current

bank borrowings were secured by term deposits of
RMB590,000,000 (2021: RMB500,000,000). As at 31
December 2021, the secured non-current bank borrowings
were secured by the pledge of the capital stock of certain
subsidiaries of the Company.

(a)

RZE-_—_#F#+-_A=+—H" ' &
AR R BERITIE B T A E BiTF 5K
A R #590,000,0007T (=& = —
F . AR #500,000,0007T) 1€ A& 1E
R-RZZE-_—F+=-—A=+—8"
BB IERBIRITEE T AKIE

KRABETHBRRNRAERE
R e
13. DEFERRED INCOME 13. B W &
2022 2021
—F-C —B-—F
RMB’000 RMB’000
ARBTR ARETF T
Government grants related to the acquisition E2EE B IR/R & BT ok & =45
of environmental protection and BB BUNHEE (@)
technology improvement equipment (a) 756,723 766,044
Government grants related to income HESLERREMGETHES
tax credit from purchasing qualified A 89 R 4 B ()
equipment (b) - 10,382
756,723 776,426

The movements of the above government grants for the years
ended 31 December 2022 and 2021 are as follows:

RBE-_Z-_—_FR-_F_—F+_H
=t —HIESFE LRBAHBEE T

2022 2021
—E-_—F —E-—F

RMB’000 RMB’000

AR®T ARBFT

At beginning of the year REH] 776,426 818,450
Granted during the year REABESNHEE 70,451 52,135
Amortised as income (Note 4) BESEDIEW R (B At 4) (90,154) (94,159)
At end of the year REK 756,723 776,426

(a)

(b)

Government grants related to acquisition of environmental
protection and technology improvement equipment
are recorded as deferred income and amortised in the
consolidated income statement on a straight-line basis over
the expected lives of the related assets.

Government grants related to income tax credit from
purchasing qualified equipment represented reduction in
income tax granted to Baoji Fufeng, IM Fufeng, Hulunbeier
Fufeng, Xinjiang Fufeng and Longjiang Fufeng on the
purchase of certain qualified equipment. Such income
tax credits are recognised in the consolidated income
statement on a straight-line basis over the expected lives of
the related assets.
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14. COMMITMENTS

Capital commitments

Capital expenditure contracted for at the end of the year but not

yet incurred was as follows:

14, &8

B A A
RELBEITNEDREENEARR N

T

2022
—E-=

RMB’000
AR®T R

2021
—E-—F
RMB’000
ARETF T

Purchase of property, plant and equipment 8 B3 - &= k&

— Contracted but not yet incurred

Purchase of leasehold land-use right
— Contracted but not yet incurred

—EERIHENREE

BEHE tHEMAE
—ERIEINREE

114,592 26,182

- 34,860

DATE

15. EVENTS AFTER THE BALANCE SHEET

(a)

(b)

During the Year, the Group entered into a development
agreement (“Development Agreement”) with the City of
Grand Forks, North Dakota, U.S. (“City”) to build a factory
to produce animal nutrition products.

On 6 February 2023, the City Council of the City voted to
terminate the Development Agreement (“Termination”). At
the date of this report, the City has not issued a termination
notice stating their reason as required by the Development
Agreement. The City Council has expressed in their
meetings and to the media that it is preparing to claim
for preliminary expenses stipulated in the Development
Agreement on Termination from the Group against a
previously issued Letter of Credit to a maximum amount of
USD5.0 million.

A supplier to the project is entitled to claim between
USD3.6 and 4.5 million from the Group for preliminary
expenses incurred should there be any termination.

The Group is working to resolve the issue and further
information will be provided if necessary.

Details of the final dividend proposed are described in Note
9.

Save as disclosed above, no significant event of the Group
occurred after the balance sheet date.
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(a)

(b)

RAFE  AEBEEXEILERM
MR E™ ([&m]) 7T 2R
&= ((REBE)  NeE—BEE
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M-ZE-=ZF-FHBH ZmHm
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IED) - RARREBE > Zm i Ri%
BHAZEHREREDE BN
PERE TRerg L AT
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& &% % 455,000,000 7T °
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MANAGEMENT REVIEW
EEEORE

Market Overview
Economic Environment

According to the National Bureau of Statistics of China, China
reported its GDP growth rate of 3.0% on a year-on-year basis in
2022. During the Year, the global economy gradually returned to
normal and showed signs of recovery as a result of the lifting of
pandemic measures in many countries. However, the recovery faced
uncertainties due to the resurgence of COVID pandemic in various
countries, the Russia-Ukraine conflict, and the soaring inflation in
some developed markets during the Year.

Major Raw Materials

During the Year, the continuous impact of the Russia-Ukraine
conflict on the global food market, and export restrictions imposed
by many countries on staple foods (such as corn), led to a global
food shortage, causing an increase in food prices. However, the
foreign environment had limited impact on domestic corn prices as
China is mostly self-sufficient in corn, with only about 10% relying on
imports. Corn prices maintained at a high level throughout the Year
due to (1) the recovery of the breeding industry and the significant
increase in feed demand (after the end of the African swine fever
epidemic in China in 2020, the breeding industry recovered in 2021
and maintained its active trend in 2022); (2) high demand from
corn processing; and (3) the hindered transportation and logistics
disruption caused by the impact of the pandemic.

Coal prices in China have remained at a high level since the fourth
quarter in 2021. During the Year, the National Development and
Reform Commission promulgated a number of domestic coal policies
to regulate and monitor coal prices in a timely manner, so as to keep
coal prices within a reasonable range and ensure a stable supply of
energy, thus stabilising domestic coal prices and supply.

Major Products

According to reports from domestic media, China accounted for
over 70% of global MSG consumption, with the main demand from
the food processing and catering sectors. Although some regions in
China were affected by the lockdown and control measures due to
the resurgence of the COVID pandemic during the Year (the scale
and duration of lockdown was reduced as compared with 2021),
social activities, with the cancellation of the lockdown and control
measures, gained a recovery in an orderly manner, leading to gradual
demand recovery in the food processing and catering sectors. In
addition, MSG price maintained at a high level during the Year, driven
by factors such as high raw material costs.
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Xanthan gum is classified into food grade and industrial grade,
of which the industrial grade is mainly applied for oil and shale oil
extraction and exploration. During the Year, oil demand remained at
a comparatively high level due to the recovery of the global economy
and the energy crisis brought by the Russia-Ukraine conflict. In
addition to the recovery of the oil industry, exploration activities for
shale oil and natural gas also increased significantly. As a result, the
price of xanthan gum remained high while the market demand for
xanthan gum increased significantly.

The price of threonine initially rose and subsequently dropped during
the Year. Prices rose due to supply shortage in overseas markets
caused by the supply chain disruption during the COVID pandemic in
the first half of the Year. An oversupply landscape was formed in the
second half of the Year as prices dropped due to the improvement
of the supply chain disruption, decrease in foreign stockpiles, and a
limited increment in domestic downstream demand. Lysine performed
well during the Year due to strong domestic demand.

Business and Financial Review
Overall Performance

The table below illustrates the trend of the Group’s revenue in the
past five years

RMB (Million)
AR (B&T)
29,000 —
27,000 —
24,000 —

21,000 —

BERBOR/RRMMAFIMIERR  EPTITE
MR EERROHEBEERMOFARREE -
AEE RREEERE URBSFRE K
TREREH A MBREFSEESRSK
FeoBRTABEER BEBRMRKARNE
BRSO AREEM At ERBERFTE
SALETT ERBWISFRAREN -

AEE #HAREBRERLRERKNES -
AEREL¥FHRIREMTE BINTS
BREZREWER LR -BEZHEEPE N
= BIMBEER D I EBATHERE
EWAR AFETNFFERESTH B
RB2RAHRANFBRR -BRAFRY  BR
RERFRERBLEG -

RBERMBZERE
BERXRR
TRHUAREEBETFORABS

27,475

21,540

18,000 — 16,471 16,691
15,000 — 18,765
12,000 —
9,000 —
6,000 —
3,000 —
0

2018 2019 2020 2021 2022
T \F —T-NF —T-TF —T-—F —ZT=-=
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Revenue/Gross profit/Gross profit margin of the Group/Profit
attributable to the Shareholders

AEEHURAERERERRRESLE
Bl

Year ended 31 December Change

BE+-BA=1+—HLEE &
2022 2021 %
—E_-= —E-—F %
Revenue (RMB’000) WA (AREFT) 27,474,639 21,539,841 27.6
Gross profit (RMB’000) EF(ARETT) 7,212,467 3,905,276 84.7
Gross profit margin (%) FF & (%) 26.3 18.1 8.2 ppts.
&'E 5 24
Profit attributable to the % B Ak S T 3,861,078 1,280,640 201.5

Shareholders (RMB’000) (ARMEFIT)

With a diversified product development plan, the business structure
of multiple growth drivers has been established, enhancing the core
competitiveness of the Group.

From the perspective of our product portfolio, our key products can
be classified as cash cow products and star products. Our cash cow
products include MSG and xanthan gum, of which we are the largest
manufacturer in the global market. Our strategy is to maximise our
revenue with our existing market share and create a strong and stable
cashflow for the Group. Our star products, including threonine, lysine
and high-end amino acid products, have high growth potential with a
growing market share, and we have established leading positions in
these market segments.

As the Group continued its strong growth momentum from the
second half of 2021, the Group recorded increases in sales
volume and ASP in major products, as well as higher profitability.
Profit attributable to the Shareholders increased by 201.5% to
approximately RMB3,861.1 million in 2022 as compared to 2021.

The increase in Group’s revenue and gross profit during the Year
were principally due to the contribution from food additives, animal
nutrition and colloid segments.

Selling and marketing expenses and Administrative expenses
increased by 25.4% and 10.9% respectively as compared to 2021.
Please refer to “Other Financial Information” on page 37 for further
analysis.

Finance income decreased by 15.0% to approximately RMB100.8
million in 2022 as compared to 2021.

Finance costs increased by 183.7% to approximately RMB489.9
million in 2022 as compared to 2021.
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Analysis of Five Product Segments

The Group’s products are organised into five product segments:

Segment Key products of the segment

Food additives MSG

Animal nutrition Threonine, lysine, corn refined products
High-end amino acid Tryptophan, Valine, leucine, isoleucine,

glutamine, hyaluronic acid

Colloid Xanthan gum
Others Fertilisers

For the year ended 31 December 2022

FEEmD DM
AEENEMDBASDEERD S

7 &P THMEEEM

RaNINE KA

BMEE FAaM BEK - EKER
P i

SEAEK ek BaKk mak.
Rnalk Samik 2
ARE R

B =RE

Hth At

BE_ZT-_HF+-A=1t—-HLEE

Food Animal High-end
additives nutrition amino acid Colloid Others Total
B E BYEE BESER B Hit @t

RMB’000 RMB’000

RMB’000 RMB’000 RMB’000 RMB’000

ARBTRT AR®TRT ARBTR AR®TRT ARETR AR®T:R

Revenue YA 13,300,548 9,581,198
Gross profit EHM 2,594,538 2,671,551
Gross profit margin (%) EF|%& (%) 19.5% 27.9%

1,201,208 2,238,747 1,152,938 27,474,639
384,206 1,221,550 340,622 7,212,467
32.0% 54.6% 29.5% 26.3%

For the year ended 31 December 2021

BE-E-_—H+-A=+—HILEE

Food Animal High-end
additives nutrition amino acid Colloid Others Total
BN HYEE SEAER B HAh FeE

RMB’000 RMB’000

RMB’000 RMB’000 RMB’000 RMB’000

ARBTT AREBTT ARBETE AREBTT ARBTRE AREBTRT

Revenue WA 10,388,668 7,619,865
Gross profit EH 1,424,804 1,369,052
Gross profit margin (%) EFI%& (%) 13.7% 18.0%

1,415,394 1,042,705 1,073,209 21,639,841
587,868 341,116 182,436 3,905,276
41.5% 32.7% 17.0% 18.1%

1. Food additives segment

Revenue generated from the food additive segment was
approximately RMB13,300.5 million in the Year, representing
an increase of approximately RMB2,911.8 million, or 28.0%,
as compared to 2021, mainly due to the increased revenue
of MSG. The increased revenue of MSG was primarily due to
increased ASP and sales volume of MSG during the Year.

Gross profit of the food additive segment was approximately
RMB2,594.5 million, representing an increase of 82.1%
as compared to 2021, mainly due to the increased profit
contribution from MSG. Gross profit margin of the food additive
segment was 19.5%, representing an increase of 5.8 percentage
points as compared to 2021.
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Key products:

MSG: During the Year, MSG price showed a noticeable upward
trend with the ASP of approximately RMB8,603 per tonne,
representing an increase of 12.1% as compared to 2021. The
increase in ASP was mainly due to the recovery of market
demand and the increased prices of major raw materials,
and the cost pressure was successfully passed on to our
downstream customers. The Group led the market by adjusting
the MSG price actively and maximising its profitability. The sales
volume was approximately 1,253,093 tonnes, representing a
year-on-year increase of approximately 12.9%.

Animal nutrition segment

Revenue generated from the animal nutrition segment was
approximately RMB9,581.2 million in the Year, representing
an increase of approximately RMB1,961.3 million, or 25.7%,
as compared to 2021. The increased revenue of the animal
nutrition segment was mainly due to the increased revenue of
corn refined products and lysine.

Gross profit of the animal nutrition segment reached
approximately RMB2,671.6 million, representing an increase
of 95.1% as compared to 2021, mainly due to the increased
gross profit contribution of corn refined products and lysine.
Gross profit margin of animal nutrition segment was 27.9%,
representing an increase of 9.9 percentage points as compared
to 2021.

Key products:

Threonine: The price of threonine initially rose and subsequently
dropped during the Year. Prices rose due to supply shortage in
overseas markets caused by the supply chain disruption during
the COVID pandemic in the first half of the Year. An oversupply
landscape was formed in the second half of the Year as prices
dropped due to the improvement of the supply chain disruption,
decrease in foreign stockpiles and a limited increment in the
domestic downstream demand. Revenue of threonine was
approximately RMB2,469.6 million, representing an increase
of 3.1% as compared to 2021, primarily due to the increased
ASP of threonine from approximately RMB9,718 per tonne in
2021 to approximately RMB9,847 per tonne in the Year. The
sales volume of threonine was approximately 250,799 tonnes,
representing an increase of 1.8% as compared to 2021.

Lysine: The revenue of lysine was approximately RMB2,007.6
million, representing an increase of 21.9% as compared to
2021. The sales volume was approximately 276,381 tonnes,
representing a year-on-year increase of 8.0%. The increase in
revenue from lysine was mainly due to the increased domestic
sales of lysine, while export sales remained stable.
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High-end amino acid segment

During the Year, revenue of the high-end amino acid segment
reached approximately RMB1,201.2 million, representing a
decrease of 15.1% as compared to 2021.

The decreased revenue of the high-end amino acid segment
was mainly due to our strategy to expand into new markets and
the change of client mix. We believe that the high-end amino
acid segment will benefit from the new strategy in the long run.

Gross profit of the high-end amino acid segment decreased
by 34.6% to approximately RMB384.2 million as compared to
2021. Gross profit margin of the high-end amino acid segment
was 32.0%, representing a decrease of 9.5 percentage points
as compared to 2021.

Our high-end amino acid products focus on the health and
wellness and feeding industries and generally enjoy higher
profitability. During the Year, we launched the following new
products, such as Theanine and Citrulline.

Colloid segment

Revenue generated from the colloid segment was approximately
RMB2,238.7 million in the Year, representing an increase of
approximately RMB1,196.0 million, or 114.7%, as compared to
2021, mainly due to the increased revenue of xanthan gum. The
recovery of the oil industry, as well as the increased exploration
activities for shale oil and natural gas led to increases in the
sales volume and ASP of xanthan gum. ASP of xanthan gum
has increased continuously as xanthan gum is still in a state of
short supply. The ASP of xanthan gum was RMB31,421 per
tonne during the Year, representing an increase of 65.6% as
compared to 2021.

Gross profit of the colloid segment was approximately
RMB1,221.6 million, representing an increase of 258.1% as
compared to 2021, mainly due to the increased gross profit
contribution from xanthan gum. Gross profit margin of the
colloid segment was 54.6%, representing an increase of 21.9
percentage points as compared to 2021.

Others

Revenue generated from the others segment was approximately
RMB1,152.9 million in the Year, representing an increase of
approximately RMB79.7 million, or 7.4%, as compared to 2021,
mainly due to the increased revenue of fertilisers.

Gross profit of the others segment was approximately
RMB340.6 million, representing an increase of 86.7% as
compared to 2021, mainly due to the increased gross profit
of fertilisers. Gross profit margin of the others segment was
29.5%, representing an increase of 12.5 percentage points as
compared to 2021.
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Analysis of Production
Production costs

EEDH
EERA

Year ended 31 December

BE+-A=t—HLEE

2022 2021 Change
—E-=F —E-—F £
% of total % of total
production production
RMB’000 costs RMB’000 costs
HREE hEEE
FRAHY BN
ARBTR Btk ARBTT ERagsd %
Major raw materials FEEMH
e Corn kernels o TORFEM 11,813,815 56.3 10,449,791 59.1 13.1
Energy BEIR
e Coal 8 3,604,690 17.2 2,661,883 15.0 35.4
Corn kernels FREEN

In the Year, corn kernels accounted for approximately 56.3% (2021:
59.1%) of the total cost of production, representing a decrease of 2.8

percentage points as compared to 2021.

The total cost of corn kernels increased by 13.1% in the Year, which
was mainly due to the increase in the volume of corn consumption
as compared to 2021. The average price of corn kernels for the Year
was approximately RMB2,312 per tonne, representing a decrease of
1.6% as compared to 2021.

The following chart shows the price trend of corn kernels from the

first half of 2020 to the second half of 2022:
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Price Trend of Corn Kernels
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Coal

Coal accounted for 17.2% (2021: 15.0%) of total cost of production in
the Year. The total cost of coal increased by 35.4% during the Year,
mainly due to an increase in coal consumption and price. The average
unit cost of coal in the Year was RMB421 per tonne, representing an
increase of approximately RMB61 per tonne, or 16.9%, as compared
to 2021. The Chinese government implemented some measures to
restore the coal inventory and supply so as to stabilise the coal price
during the Year. However, it was still relatively high as compared to
2021.

The Group’s major production bases have our own power plants
with access to lower-cost coal in the regions by purchasing directly
from the coal mines with long-term contracts to guarantee our coal
supply volume. As a result, our production bases can have access to
a stable power supply.
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Production Capacity T EER
The annual designed production capacity of each of the major REMENESTNS T EERN TR ER
products by product categories were as follows: N
As at 31 December
W+=A=+—H
2022 2021 Change
—E== —E- 4 &
Tonnes Tonnes %
Product m Mg 188 %
Food additives Ran W02
MSG R 1,330,000 1,330,000 -
Starch sweeteners B B R A 720,000 720,000 -
Animal nutrition By
Threonine Ak 243,000 243,000 -
Lysine Bak 280,000 200,000 40.0%
Colloid B
Xanthan gum =REB 65,000 65,000 -

Analysis of Capacity Usage of Major Product Lines

Business strategy of production remained unchanged and the Group
set production volume according to market demand in order to
minimise the risk of pricing competition. During the Year, the capacity
utilisation rate of MSG remained stable, which was around 95%. The
capacity utilisation rate of starch sweeteners was around 75% in the
Year, mainly due to oversupply in the market. Threonine and lysine
reached full capacity during the Year. Xanthan gum as classified in the
Colloid segment, also benefited from the recovery of market demand
and reached full capacity during the Year.
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Other Financial Information
Other income

In the Year, other income amounted to RMB261.0 million, which was
mainly comprised of the income from the sales of waste products,
amortisation of deferred income and government grants.

Other gain

It mainly represented net foreign exchange gains generated from
operating activities and fair value gains on change in fair value of
foreign exchange swap contracts, which was for hedging the foreign
exchange risk of our USD bank borrowings.

Selling and marketing expenses

Selling and marketing expenses increased by approximately
RMB356.0 million, or 25.4%, in the Year, mainly due to the significant
increase of the transportation costs.

Administrative expenses

Administrative expenses increased by approximately RMB103.6
million, or 10.9%, in the Year. The increase was due to an increase in
employee benefit expenses.

Finance income

Finance income mainly represented interest income from bank
deposits. The interest income from bank deposits and bank balance
amounted to RMB100.2 million, representing an increase of 176.3%.
This was mainly due to the increase in our working capital during
the Year. On the other hand, the Group recorded an exchange loss
in financing activities of approximately RMB251.4 million (2021: an
exchange gain of RMB82.3 million), which was mainly due to the
exchange difference of bank borrowings denominated in USD in
the Year. The exchange loss on financing activities was classified in
finance costs, which resulted in a decrease of RMB17.8 million, or
15.0% in finance income.

Finance costs

Finance costs mainly represented interest expenses and foreign
exchange loss. The increase in finance costs was mainly due to: i) an
exchange loss of approximately RMB251.4 million arising from the
USD syndicated bank loan; and ii) an increase in interest expenses
of approximately RMB65.8 million arising from the increase in bank
loans denominated in RMB. The USD syndicated bank loan was fully
repaid during the Year.
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Staff costs

Staff costs of the Group increased by approximately RMB315.5
million, or 28.1%, from approximately RMB1,121.0 million in the 2021
to approximately RMB1,436.5 million in the Year. The increase was
mainly due to employee salary raise.

Depreciation

Depreciation expenses of the Group (including Property, Plant
and Equipment and Leasehold land-used rights) decreased by
approximately RMB85.2 million, or 6.9%, from approximately
RMB1,237.8 million in the 2021 to approximately RMB1,152.6 million
in the Year.

Income tax expense
Please refer to note 7 of the financial statement.

Dividend

The Board recommended the declaration of a final dividend of
HK29.0 cents per Share and a special final dividend of HK4.1 cents
per Share, subject to Shareholders’ approval at the annual general
meeting.

The final dividend and the special final dividend will be payable on or
about 30 June 20283 to Shareholders whose names appear on the
register of members of the Company on 9 June 2023.

The sum of the paid interim dividend (HK32.0 cents per Share and a
special interim dividend of HK4.6 cents per Share) and proposed final
dividend and special final dividend is HK69.7 cents per share (Year
2021: HK21.5 cents).

Syndicated bank facilities

On 9 March 2021, the Company (as borrower) and certain of its
subsidiaries (as guarantors) entered into a facilities agreement with
certain major banks (as lenders) pursuant to which the USD term and
revolving loan facilities up to USD400 million with a term of 36 months
from initial funding was granted to the Company at the rate of interest
equivalent to the aggregate of a margin rate of 1.80% per annum plus
the London interbank offered rate administered by ICE Benchmark
Administration Limited on the relevant date in respect of the USD
loan. The purpose of the loan was mainly to refinance the USD bonds
and part of the bank loan of the Company and for the Group’s general
corporate purposes. The utilisation drawdown of the syndicated
bank facilities, amounted to USD400 million, was made on 24 August
2021. Furthermore, as disclosed in the announcement made by the
Company on 4 June 2021, as per the facilities agreement, it would
constitute a change of control event if Mr. Li Xuechun, being the
controlling Shareholder of the Group, ceases to beneficially own at
least 35% of the issued share capital of the Company or ceases
to be the single largest Shareholder. On and at any time after the
occurrence of a change of control event, (i) the lenders shall not
be obliged to fund the utilisation of the term loan facility, and (ii)
if the lenders so required, the lenders shall, by not less than five
days notice to the Company, require all outstanding loans, together
with the accrued interest and all other amounts accrued under the
finance documents in connection with the loan facilities to become
immediately due and payable. We repaid the revolving portion of the
syndicated bank loan amount of USD160 million on 29 July 2022.
The balance of the syndicated bank loan amount of USD240 million
was also repaid on 31 October 2022.
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Except for the above, the Group had no other committed banking
facilities as at 31 December 2022. The Directors believe that the
Group’s liquidity position is relatively stable and that the Group has
sufficient banking facilities to repay or renew existing short term bank
loans and other borrowings.

Liquidity and Financial Resources

Liquidity

The Group met the working capital requirements by cash generated
from operations and bank borrowings during the Year. The Group
had a net cash inflow of approximately RMB3,600.1 million from
operating activities (2021: RMB2,774.4 million). Taking into account
the cash balances together with bank borrowings facilities available,
the Group was financially sound throughout the Year.

Net cash after short term bank borrowings was approximately
RMB1,639.5 million (2021: RMB1,820.2 million).

As at 31 December 2022, the Group’s net current assets were
approximately RMB6,464.5 million (2021: RMB5,827.6 million) and
current ratio (current assets divided by current liabilities) was 1.69
times (2021: 2.08 times).

Cash and Bank Balances

As at 31 December 2022, the Group had total cash and bank
balances amounted to approximately RMB7,639.5 million (2021:
RMB4,054.8 million) which were mainly denominated in RMB and
USD. Cash and bank balances increased mainly due to the operation
for the Year.

Bank Borrowings

As at 31 December 2022, the Group had total bank borrowings of
approximately RMB5,953.1 million (2021: RMB4,227.0 million). Bank
borrowings include short term and long term bearing both fixed and
floating interest rates. Of the total bank borrowings, approximately
RMB5,368.6 million (2021: RMB1,722.3 million) were short term
bank borrowings and approximately RMB584.5 million (2021:
RMB2,504.8 million) were long term bank borrowings. The Group’s
bank borrowings were denominated in RMB at year end date.
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Gearing ratio

As at 31 December 2022, the total assets of the Group amounted
to approximately RMB26,388.6 million (2021: RMB21,510.8 million)
whereas the total debts amounted to RMB6,026.7 million (2021:
RMB4,297.0 million). The gearing ratio was approximately 22.8%
(2021: 20.0%) which was calculated based on the Group’s total debts
over total assets. Total debts include current and non-current bank
borrowings and non-current borrowings from third parties as at 31
December 2022 and 2021.

Foreign exchange exposure

Foreign currencies of the Group are received from the export
sales and bank borrowings. Such proceeds are subject to foreign
exchange risk before receiving and converting them into RMB. The
foreign currencies received from export sales are converted into RMB
depending on needs and market conditions. The Group manages
foreign exchange risk arising from proceeds from bank borrowings by
partially applying cross currency swaps to mitigate exposures arising
from the fluctuations in foreign currencies of borrowings.

During the year, the Group recorded a net foreign exchange gains/
(losses) as follow:
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Foreign exchange gains/(losses): HNERS(JBK
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Net foreign exchange gains/(losses) BE 5 IS, (FBK) 58 355,580 (22,213)

The Company entered into a USD200,000,000 cross currency and
interest rate swap agreement on 24 August 2021 for hedging part of
the exposure to the USD400 million syndicated bank loan with details
shown under “Syndicated bank facilities” of this section.

The Company entered into a USD38,000,000 foreign exchange swap

agreement on 3 November 2019 for hedging the exposure to the
Company’s USD bank loan which amounted to USD38,000,000.

The swap agreements above were settled upon the full repayment of
the relevant bank loans during the Year.
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Contingent Liabilities

As at 31 December 2022, the Group had no material contingent
liabilities.

Charges on assets

As at 31 December 2022, RMB590.0 million of term deposits (31
December 2021: RMB500.0 million) were pledged to certain banks
to secure bank borrowings of RMB880.0 million (31 December
2021: RMB500.0 million) of the Group; and RMB28.5 million of term
deposits (31 December 2021: nil) and no restricted bank deposits
(81 December 2021: RMB3.0 million) were pledged for issuance of
bank acceptance notes. In addition, amounts of RMB12.9 million (31
December 2021: nil) was pledged as security for the issuing letter of
guarantee.

Outlook and Future Plan
Outlook

1.

2023 will be a year of uncertainty, as countries across the globe
are affected by a number of factors, including high inflation, as
well as food and energy shortages. In this case, the International
Monetary Fund (IMF) forecasts that global economic growth will
be 2.9% for the year (2022 actual: 3.2%).

According to a report released by the Institute of Economics
of the Chinese Academy of Social Sciences, post-pandemic,
Mainland China sees a gradual economic recovery, and
forecasts that economic growth in China will be approximately
5.0% for 2023 (2022 actual: 3.0%).

It is expected that the corn prices will remain high in early 2023.
Demand for the catering and food processing sectors will
gradually recover with pandemic restrictions lifted. And it takes
time for corn imported from Brazil to influence the domestic
market. It is expected that the corn prices may rise slightly in
2023.

It is expected that the fluctuation of coal prices will remain within
a controllable range, as the government, considering coal as a
necessity for living will not allow any significant price fluctuation.

Driven by inflation across the globe and several interest rate
hikes during the Year, the US dollar remained at a high level. In
2023, it is expected that inflation will abate with a decelerating
interest rate hike in the US. Furthermore, China has lifted its
pandemic restrictions, accelerating the recovery of the mainland
economy. Despite occasional upward fluctuations of the US
dollar during the year, it is expected that the exchange rate
of the US dollar against the RMB may be revised downwards
throughout the year. As a result, it may be probable that the
Group will incur exchange losses on its book account due to the
US dollar in 2023.
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Future Plan

1. We will continue the “Dual High-quality Objectives” as
our strategic mission for 2023, including (1) high-quality
internationalisation by accelerating the establishment of a more
complete international production and sales network; and (2)
high-quality operation of the existing production capacity to
maintain and consolidate our leading position in the domestic
market so that we will advance our business expansion and
become a global industrial powerhouse.

2. We will continue to improve our production technology in order
to reduce the unit production cost.

3. We will adjust our regional marketing strategy and establish three
regional marketing centers in America, Europe and Southeast
Asia to serve our overseas customers directly.

4. We will improve the logistics system, further optimise the
logistics process and reduce the logistics cost.

5. We are revamping the plant acquired in 2020 to produce
chemicals used in our products to reduce production costs.
We will also consider increasing the production capacity of key
products to reinforce our market position.

6. Despite the delay in the construction of the U.S. project, we are
continuing our internationalisation plan by conducting feasibility
studies to establish a production base in another location.

Other Information

Material acquisition or disposal of subsidiary and
associated company

The Group had no material acquisition or disposal of subsidiaries or
associated companies for the Year.

Employees

As at 31 December 2022, the Group had approximately 15,100
employees. Employees’ remuneration was paid in accordance with
relevant policies in the PRC. Appropriate salaries and bonuses were
paid which commensurated with the actual practices of the Group.
Other corresponding benefits include pension, unemployment
insurance, housing allowance, etc.
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Uyghur Forced Labor Prevention Act

Based on the Uyghur Forced Labor Prevention Act implemented
by the U.S. in June 2022, the U.S. Customs and Border Protection
(“CBP”) requires non-Xinjiang-related and non-forced-labour
supporting materials to be submitted and approved for clearance of
the Group’s exported products into the U.S. market.

The Group confirmed that no “forced labour” is used in our
production. The Group provides supporting materials of the exported
products to CBP for approval and then the products are continuously
cleared and released into the U.S. market.

Purchase, redemption or sales of listed securities of the
Company

Neither the Company, nor any of its subsidiaries purchased,
redeemed or sold any of the Company’s listed securities during the
Year.

Corporate governance report

The listing of the Shares on the Main Board of the Stock Exchange
took place on 8 February 2007 and the Directors are of the opinion
that the Company’s corporate governance practices are based on
the principles and code provisions set out in the CG Code. During the
year of 2022, the Company has complied with the code provisions of
the CG Code except for the following:

Code provision C.1.6 of the CG Code: The Independent non-
executive Directors and the non-executive Directors should attend
the general meetings of the Company. However, due to other
commitments, the Independent non-executive Directors, Mr. Zhang
Youming did not attend the annual general meeting of the Company
held on 27 May 2022. All the Directors have given the Board and
the committees of which they are members the benefit of their
skills, expertise and varied backgrounds and qualifications through
regular attendance and active participation. The Directors will also
endeavor to attend future general meetings and develop a balanced
understanding of the views of Shareholders.

Audit Committee

The Company established the Audit Committee in compliance with
the Listing Rules. The Audit Committee comprises three independent
non-executive Directors, and is responsible for reviewing the
Group’s audit, interim and annual accounts of the Group and the
system of internal control. The Audit Committee has reviewed the
Group’s consolidated financial statements for the Year, including the
accounting principles and practices adopted by the Group.
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Closure of register of members

The register of members of the Company will be closed from 22 May
20283 to 25 May 2023 (both dates inclusive), during which period
no transfer of shares will be registered. In order to determine the
identity of members who are entitled to attend and vote at the annual
general meeting to be held on 25 May 2023, all transfers of shares
accompanied by the relevant share certificates must be lodged
with the Company’s branch registrar in Hong Kong. Tricor Investor
Services Limited at 17/F, Far East Finance Centre, 16 Harcourt Road,
Hong Kong no later than 4:30 p.m. on 19 May 2023.

The register of members of the Company will be closed from 7 June
2023 to 9 June 2023 (both dates inclusive), during which no transfer
of shares will be registered. In order to qualify for the proposed
final dividend and special final dividend, all transfers of shares
accompanied by the relevant share certificates must be lodged
with the Company’s branch registrar in Hong Kong. Tricor Investor
Services Limited at 17/F, Far East Finance Centre, 16 Harcourt Road,
Hong Kong no later than 4:30 p.m. on 6 June 2023.

Annual general meeting

The annual general meeting is expected to be held on 25 May 2023.
A notice convening the annual general meeting will be dispatched to
the Shareholders in due course.

By order of the Board
Fufeng Group Limited
Li Xuechun

Chairman

Hong Kong, 30 March 2023
As at the date of this announcement, the executive directors of the
Company are Mr. Li Xuechun, Mr. Li Deheng and Mr. Li Guangyu and

the independent non-executive directors of the Company are Mr. Lau
Chung Wai, Mr. Zhang You Ming and Ms. Li Ming.
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GLOSSARY

ASP
FHEE

Baoji Fufeng

Board
Exw

BVI
RBRIES

CG Code
EERTA

Company
ZA/NE]

Director(s)

=

EIT
ERAEHR

FVOCI

BRFER ARMERS WK

Group
REH

HKAS
let Tl

HKFRS
B @& %R
Hong Kong

e

Hulunbeier Fufeng

FhARSE

IM Fufeng

AERHEE

Listing Rules
R Al

average selling price(s) of the products of the Group

AEBEERNFERE

EHEB LA YR AR QA (Baoji Fufeng Biotechnologies Co., Ltd.), an indirect
wholly- owned subsidiary of the Company

BRRLAEMMBEAERQR ARAHEZENBAF

the board of Directors

EEa )

The British Virgin Islands
RERZES

Code on Corporate Governance Practice under Appendix 14 of the Listing Rules
R BIM S MIE T R EE R B RTA

Fufeng Group Limited
BEEEEBRAA

the director(s) of the Company
KARES

enterprise income tax

EEMREHR

Fair value through other comprehensive income

WA ER ARMERS s

the Company and its subsidiaries
ZAN/NCTDSERin) - NG

Hong Kong Accounting Standard issued by HKICPA
EE GG R 2 EE G ER

Hong Kong Financial Reporting Standards
R B mELER

the Hong Kong Special Administrative Region of the PRC
hEEFEFRIITHER

e B BRIt 8 LAY RHE B R A F (Hulunbeier Northeast Fufeng Biotechnologies
Co., Ltd.), an indirect wholly-owned subsidiary of the Company

TRERRIELBEEEYRRERAR  ARAREESENRB AR
ANEEHELYLE YRR AR A [ (Neimenggu Fufeng Biotechnologies Co., Ltd.), an
indirect wholly-owned subsidiary of the Company

NEEEEEYMEERLQF  ARAAREE2EMNBE AT

the Rules Governing the Listing of Securities on the Stock Exchange

B P& s L AR R
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Longjiang Fufeng

EIsg

MSG

KI5

PRC

FE

Shandong Fufeng

LREE

Share(s)
g

Shareholder(s)
[

Shenhua Pharmaceutical

ES

=
-H
i
i
e
/et

Stock Exchange
B3

Xinjiang Fufeng
MERY

Year

REE

u.s.
*xH

HKD
AT
RMB
AR
USD
eV

%
%

B EETIELEYMER AR AR A (Qigihar Longjiang Fufeng Biotechnologies Co.,
Ltd.), an indirect wholly-owned subsidiary of the Company

EERREIESEVHMRERAR  ARAHEE2EMNB AR

monosodium glutamate, a salt of glutamic acid which is commonly used as a flavour
enhancer and additive in the food industry, restaurant and household application
AEBRW REME  RERNFKELEREFKRE SR NE NS S EkEE

the People’s Republic of China, which for the purpose of this announcement exclude
Hong Kong, the Macau Special Administrative Region of the PRC and Taiwan
REARKNME  gAREmE - TREEE  PERMPFITHRERGE

1L 3R B B2 A R A A (Shandong Fufeng Fermentation Co., Ltd.), an indirect wholly-
owned company of the Company

WREEHBERAF  ARAREEZENBEARF

share(s) in the share capital of the Company

AR B RA R BB

holder(s) of the Share(s)
L SRESZ=PN

T &k 48 2 5 3 5 R A ) (Jiangsu Shenhua Pharmaceutical Co., Ltd.), a company
with limited liability established in the Jiangsu Province of the PRC, an indirect wholly-
owned subsidiary of the Company

IEHGEREZXBRAT  RPBRIHEKINERAR  ARFHEL2EWNER
Al

the Stock Exchange of Hong Kong Limited

EBBERGABRA A

BB EEYMEIR AR AR (Xnjang Fufeng Biotechnologies Co., Ltd.), an indirect
wholly-owned subsidiary of the Company

MBRESAEYMRAERRAR  ARRBEEEENBERR

year ended 31 December 2022
HE—_Z2-_—_F+-_A=+—B015E

United States of America

EFR2ERE

Hong Kong dollars, the lawful currency of Hong Kong
BEBEEEBHET

Renminbi, the lawful currency of the PRC

TEIZEEBARY

United States dollars, the lawful currency of the United States of America
ENBRERBEEEEEET

per cent

Bt
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