China Modern Dairy
Holdings Ltd.
PERABEEZERBRAT

(Incorporated in the Cayman Islands with limited liability)

(REAEREFMRLZERAF)
Stock Code sk : 1117

( (“? W e




[E]5IHr 1T >
[ 3% g A -

“Quality” drives progress, “Efficiency” wins the future.

CORPORATE PROFILE
AL

China Modern Dairy Holdings Limited (the “Company” or “Modern Dairy”,
stock code: 1117), together with its subsidiaries (the “Group”) is a leading
dairy farming operator and raw milk producer in the industry in the People's
Republic of China (the “PRC"). We invest in and operate 47 farm companies
in Chinese Mainland, spanning 13 provinces and autonomous regions, with
approximately 491,000 dairy cows being raised by the end of the current year,
and annualized milk yield reaching over 3 million tons. The Company pioneered
the production model of “Zero-distance Integration of Forage Grass Planting,
Cows Breeding and Milk Processing within Two Hours”, being the first in
the PRC with integrated production model certified by SGS. Modern Dairy's
branded milks have been awarded the Gold Prize of Monde Selection, known
as the “Nobel Prize” in the food industry, for the past 11 consecutive years. In
recent years, the business scope of the Group has expanded to new areas such
as intelligent digital platform, feed, forage grass and dairy cows breeding which
have continuously contributed to the development of the Group.
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“Raise healthy cows, safeguard each and
every drop of mil
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HIGHLIGHTS
S

YEAR ENDED 31 DECEMBER

BZ12A31HLEFE
2024 2023 Change

20245 20234 2

(All amounts in Renminbi ("RMB”)  (BR455BI%IBESN - FRESHEUARYK
millions unless otherwise stated) TAR¥)NEBRITR)

FINANCIAL DATA B 8B
Revenue A 13,254 13,458 -1.5%
Gross Profit EH 3,451 3,128 +10.3%
Cash EBITDAMNote D I8 £ EBITDAMED 2,986 2,496 +19.6%
Loss Arising from Changes in the HFRAFEEERILG

Fair Value of Dairy Cows Less Costs  $H& K AN EE A B & 18

to Sell Dairy Cows (2,863) (1,280) +123.6%
Impairment Loss on Goodwill EEREEE (599) = N/A
(Loss) Profit for the Year FA(EE) &= (1,469) 185 N/A
Net Asset Value per Share EREEFE

(RMB)Nete 2 (AR¥TT) W2 1.20 1.42 -15.5%
(Loss) Earning per Share (Basic) S (EE) BH (EX)

(RMB cents) (ANRE¥D) (18.09) 2.23 N/A
KEY OPERATING DATA TELKEHE
Total Raw Milk Sold A AR GH = (BME)

(ten thousand tons) 289.3 2547 +13.6%
Herd Size (heads) ERFHE(EE) 491,169 450,562 +9.0%
Average Milk Yield TR I E (WE, e )

(tonnes/headeyear) 12.8 12.6 +1.6%
DIVIDEND iR E

The board (the “Board"”) of directors (the “Director(s)”) of the ARAFEZ((ELH))e([EEg])2aREHXK
Company recommended the payment of a final dividend of REGFRLBIRARKE0.012270(2023F : ARK
RMBO0.0122 per ordinary share (2023: RMB0.0045). 0.00457T) ©

Notes: PR -

(] Cash EBITDA (non-IFRS financial measure) is defined as earnings (O]
before finance costs and tax having added back: i) depreciation and
amortisation charged to profit and loss; ii) other gains and losses,
net; iii) impairment losses under expected credit loss model, net of
reversal; iv) loss arising from changes in fair value less costs to sell of
dairy cows; and v) impairment loss on goodwill.

2) Equity attributable to owners of the Company at the year end divided 2)
by the number of ordinary shares in issue as at 31 December 2024
and 31 December 2023, respectively.
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HIGHLIGHTS:

The Group's corporate vision is “deploying the whole industry
chain, being innovative with digital intelligence, and being a
global dairy farming leader”. We remain committed to raw milk
production as our core business while guiding our development
through digitalization and ecological practices. Our operations
span the entire dairy industry chain, encompassing dairy farming,
feed production, forage plantation, breeding business, and a
digital intelligence platform for the value chain. This comprehensive
approach lays a solid foundation for the Group's sustainable and
stable growth. Facing a challenging market environment, the
Group proactively implemented cost-reduction and efficiency-
enhancing measures during the year, achieving significant results.
These efforts further strengthened our core competitiveness and
resilience against industry cyclical fluctuations. During the year, the
Group recorded cash EBITDA of RMB2,986 million, an increase of
approximately RMB490 million or 19.6% compared to 2023.

o Continued Raw Milk Business Growth: During the year,
the average annualized milk yield ("AMY"”) per milkable cow
and total milk production reached record highs, and raw milk
sales revenue also increased. The average AMY per milkable
cow reached 12.8 tons, a year-on-year (“yoy") increase of
1.6%, leading the industry. Total raw milk yield reached 3.005
million tons, demonstrating a yoy increase of 16.1%. Raw milk
sales revenue reached RMB10.45 billion, a yoy increase of
1.9%. The gross profit margin of the raw milk business was
31.2%, representing an increase of 2.8 percentage points
("ppt”) compared to 2023, while the gross profit increased
by RMB344 million compared to 2023, demonstrating an
increase of 11.8%.

o Healthy Debt Structure: Due to the significant losses
from the fair value revaluation of dairy cows and goodwill
impairment, the Group's debt-to-asset ratio reached
67.2%, an increase of 4.9 ppt compared to the end of
2023. Nevertheless, the Group has actively responded
to changes in the domestic and international financing
markets, continuously optimizing its debt structure and
reducing financing costs. The proportion of interest-bearing
borrowings maturing in more than one year further increased
to 79.5%, while the financing cost rate decreased to 3.40%
during the year, ensuring the stability of the Group's debt
structure.
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HIGHLIGHTS
i 2

Significant Achievements in Breeding: The Group has
taken on the responsibility as an industry leader by increasing
investment in breeding research, contributing to the pivotal
turnaround in China’s breeding industry, and safeguarding
national breeding security. The Group independently
developed the “Modern No. 1" Genomic Germplasm “Chip”,
filling in the domestic commercial dairy cows genomic
germplasms market. Its Tongliao Farm and Shanghe Farm
have been approved as National Core Dairy Cattle Breeding
Farms. The Group has independently bred 15 elite bulls
and will further expand its independent breeding program
to secure China’s technological independence in critical
breeding technologies.

Stable Rating Outlook: Modern Dairy has been awarded a
“BBB” investment grade credit rating by Standard & Poor’s
for four consecutive years, with a stable outlook. This not only
facilitates the Group to obtain more competitive financing
terms and also underscores the capital market’s confidence
in the Company’s sustained growth and financial stability. At
the same time, it highlights the credit rating agency'’s strong
recognition of the Company’s large-scale dairy farming
model.

Outstanding ESG Performance: MSCI Inc., one of the
world's largest index companies, upgraded Modern Dairy’s
rating to BBB, marking a significant three-level jump within
a year. Modern Dairy was also successfully selected into the
S&P Global Sustainability Yearbook (China Edition) 2024,
highlighting our achievements and influence in the global
sustainable development field.
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Excellent Product Quality: Modern Dairy’s brand of pure
milk has also won the gold medal at the Monde Selection
Quality Awards for eleven consecutive years. We always
abide by the mission of “raising healthy cows, safeguarding
every drop of good milk”. From forage grass planting,
cows breeding to milk processing, the Group utilises digital
intelligence to carry out 24/7 all-weather monitoring of each
link in the whole dairy value chain to ensure the quality and
safety of raw milk.
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HIGHLIGHTS

mE
Sales by business (RMB million) Sales share of two major businesses (%)
DEBHERE @aEn MIREBHELE %)
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Production of raw milk ('0,000 tons) Unit yield per milkable cow (tonnes/head e year)
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Financing costs ratio
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3.56% 3.49% 3.40%

2022 2023 2024

Sales expenses ratio
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3.4%
3.0%
2.8%
I I I -
2022 2023 2024

Interest-bearing borrowings structure

BEERER

2022 2023
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HIGHLIGHTS
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Capital expenditures (RMB million)

BEXRREX @8R

3,982
3.758 3,452

983 B

V8.1%
1,151

2,256

2022 2023 2024

B #EFREFHX N BEEERE

Net investment Fixed assets
expenses for heifers  investment
and calves

B WotsRE

Mergers and acquisitions investment

Administrative expenses ratio

THREAR

. 6.3%
5.9% 5.8%

V¥ 0.5ppt

2022 2023 2024

N EEEK
Short-term debts

B ROER
Long-term debts
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CORPORATE CULTURE PANORAMA

TR G A Fa HxAK
M Raise healthy cows, %ﬁ Deploy the whole industry chain,
OP % innovate with digital intelligence,

Mission ?%\‘éﬁm %% kT {&@’Ii&'g%l/gﬁ%

safeguard each and every drop of milk

YT,

Core Values

and be a global dairy farming leader
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== Q. Respect science and lead innovation.
g Respect life and never neglect risks 3 P
® . . - 3 Be proactive and responsible,
= Fight the virus, be healthy, be cautious. <
= f . and be true to our words.
4 Quality comes first, never be compromised. Mo @nEEm s s ol b preEieE
Save energy, reduce carbon footprint and waste. Regmenslepiy anslbo s i ek
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LIS ERRAE BRI et AFATE FRERME
§ B ERkER HERE 3 AEENERS
& Value talents from all walks of life. g Uphold principles and be pragmatic.
aem 3 4d Reward talents based on merits. Stop speculation and opportunism.
P Good at empowering and be successful together. Be fair and open.
Say no to bias and backstabbing. Speak with truth and substance.
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Enterprise Spirit

R 282 BBy

Born to be strong and go beyond ourselves
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Culture Concept

REE EEER

Operational concept Management concept
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High standards, high quality and efficiency Eﬁ{ﬁ%l%‘( N f&lﬂ.’,ﬁi?ﬁ ©

Put heads together to achieve win-win results
and build a green and sustainable development
of the whole industry chain ecosystem

Efficiency-first and cost-advantages
Teamwork and courage to take responsibility and act
Fairness, justice and openness
Empower the team and achieve mutual success

- BRER ATEBR RIFER
Quality and safety concept Talent concept Innovation concept
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BiEwmEL BREEENFA BBAXNERISGE
1%%}%7,%@3& o Committed to cultivating the fastest-growing, '_E” gﬁ%% n E%E °

most professional, most valuable and

Excellent quality most respected talents in the industry Innovation drives the future forward,

Friendly environment and take value growth as the direction,
Life supremacy advocate the innovative spirit of full participation and
Bottom lines of incorruptibility daring to be the first so as to lead the high-quality
development of the industry




FARM MAP AND SNAPSHOT OF THE GROUP
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REAE
Inner Mongolia Region
FOMHUS

Helin Farm

FMk—48

Helin Farm |
FOMRTAR
Helin Farm Il

RIS

Tuoxian Farm
BERNIS

Saihan Farm

IESHUS

Zhengyuan Farm

IEEIU4R

PR R &
West Region
HEWS

Baoji Farm

RENUS
Wuzhong Farm
BERERS
Fuminfeng Farm
EERIS
Changji Farm
=i
Yunman Farm |
ERR
Yunnan Farm Il

Eadizy

Hongya Farm

L

10

BEREXE

Bayan Nur Region

BORS
Dengkou Farm
BRI
Zhaokai Farm
WEKIS
Mufeng Farm
SRS
Jingyuan Farm
WeKis

Shajin Farm

BERAE
Organic Milk Region
SR
Ulan Buh Farm |
SRR
Ulan Buh Farm Il
SEIRFANI=4
Ulan Buh Farm IlI
SEIRFNIY
Ulan Buh Farm IV
SRR
Ulan Buh Farm V

ERAE :
East China Region
ERRKIS

Bengbu Farm

LB dlEe e
Maanshan Farm South China
ARe Sea Islands
Hefei Farm

EIKRE

RIEKRE
Northeast Region
SIS

Waulan Farm
EUIS
Shuangcheng Farm
Shangzhi Farm
KE—H

Daqging Farm |
PN

Daqing Farm Il
BIRERUS

Gegentala Farm

REXE
Cha-Sai Region
24—

Chabei Farm |
=T

Chabei Farm Il
(EESUIS
Hengsheng Farm
ZE—12

Saibei Farm |
ELTH

Saibei Farm Il
Zit=1

Saibei Farm Ill
ZEJLIIR

Saibei Farm IV
ZithM

Saibei Farm V

North China Region

Bk—i
Hengshui Farm |
BIKTH
Hengshui Farm Il
B 2]

Xinle Farm

ELAS

Tangshan Farm

-

ERKE _
Central China Region
ke

Shanghe Farm

BRI

Linyi Farm

X RS

Wenshang Farm

BE—1

Lankao Farm |

BETH

Lankao Farm I

EEWS

Sugian Farm

China Modern Dairy Holdings Ltd. Annual Report 2024



“ECNFFE PRARKHRERERAR

SNAPSHOT OF FARM
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MAJOR AWARDS AND ACHIEVEMENTS
FTERERKE

During the year, the Group was awarded and obtained the

following achievements:

14

Gold Prize of Monde Selection for eleven years: Modern
Dairy was awarded the Gold Prize of Monde Selection for
the eleventh consecutive year, symbolizing that our premium
quality branded milk was widely recognized by all sectors of
the society.

Modern Dairy's MSCI ESG rating rose to the “BBB": MSCI
Inc., one of the world's largest index companies, upgraded
Modern Dairy’s rating to BBB, marking a significant three-
level jump within a year. Modern Dairy was also successfully
selected into the S&P Global Sustainability Yearbook (China
Edition) 2024, highlighting its achievements and influence in
the global sustainable development field.

"BBB"” investment grade rating by Standard & Poor’s:
Modern Dairy was again assigned a "BBB” investment
grade rating by Standard & Poor’s, with a stable outlook.
Modern Dairy became the first dairy farming company in the
world having been assigned an international credit rating of
investment grade. This fully affirms the recognition received
by the Company for China's large-scale farming model from
international credit rating agencies. Such grading established
a positive image for the industry in the international capital
market.

Selected into S&P Global Sustainability Yearbook 2024:
With its firm execution and outstanding results in sustainable
development strategy, Modern Dairy stood out from over
1,700 candidate enterprises and was successfully selected for
the “Sustainability Development Yearbook (China Edition)
2024" by the S&P Global, showcasing its achievements and
influence in the global sustainable development field. This
has attracted high attention and recognition from global ESG
investors and other stakeholders.

2024 Digital Innovation Leadership Award: Modern Dairy
regards digital empowerment as one of the core strategic
directions and differentiating competitive capabilities of the
enterprise. By leveraging digital innovation in production
management and the entire industry chain, it empowers the
enterprise to win the 2024 Digital Innovation Leadership
Award” at the 13th CFS Financial Summit.
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MAJOR AWARDS AND ACHIEVEMENTS

DEI Employer Brand Award: Modern Dairy Group has
once again secured the prestigious “DEl Employer Award” in
the 2024 annual selection, thanks to its corporate culture of
“Letting Talents Bloom,” forward-looking talent strategy, and
a diverse, equitable, and inclusive talent management system.
This marks the only award in the dairy industry, serving as a
strong endorsement for Modern Dairy in various fields such
as capital markets and sustainable development.

Launch of Excellence in Operations Management
System: Modern Dairy has officially launched its Excellence
in Operations Management System, achieving significant
milestones: innovatively creating a leading industry operations
management system. This system includes a comprehensive
SOP system covering all functions and processes, a 6S on-site
execution standard system, a production operation manual,
and an online digital visualization system (“Yidiantong”
platform).

China’s Major New Agricultural Technologies List: "Key
Technologies and Applications of Natural Active Substances
for Improving Dairy Cow Health and Efficient Farming,” a
major research project in which Modern Dairy participated
and deeply collaborated, has been successfully selected
as one of China’s major new agricultural technologies. This
recognition highlights the industry’s acknowledgment of
Modern Dairy’s long-standing commitment to technological
innovation in the field of dairy farming.
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CHAIRMAN'S STATEMENT
TREEE
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Dear Shareholders,

Year 2024 has been filled with both opportunities and challenges.
Over the past year, we have tackled numerous external difficulties
and challenges, further consolidating the Group’s core new
businesses. By leveraging artificial intelligence (Al) to empower our
development, we have explored new opportunities and upgraded
our operations. As the saying goes, “A strong wind tests the
strength of grass, and the fragrance of plum blossoms comes from
harsh winter.” Despite unfavorable factors such as stagnant milk
prices and weak demand, thanks to the dedicated efforts of our
entire team, we have achieved significant growth in cash EBITDA,
living up to the trust our shareholders placed in us.
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Mr. ZHAO Jiejun
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Chairman of the Board
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This year, we launched our “Green Leadership 2030" vision and
initiated the "65 555 11" plan, focusing on six key areas: the
nation, society, win-win partnerships, employees, shareholders,
and technological development. We have in-depth focused on five
core business areas: strengthening livestock farming, expanding
forage production, enhancing platform efficiency, refining breeding
practices, and adding value through deep processing. Our goal
is to achieve the "555 targets” and establish a leading industry
position with top-tier technology and talent. Upholding the belief
that “Quality Drives Progress, and Efficiency Wins the Future”, we
are fully committed to the "44621" action plan, building a system
that drives us toward industry leadership.

During the year, our integrated dairy farming solutions have
successfully optimized the industry chain and delivered remarkable
results. This initiative is now on a fast track to growth, making
significant strides. The "AIYANGNIU” digital platform is at a
industry leading position in terms of transaction volume. Modern
Grassland'’s sales have recorded substantial growth. Meng Yuan
Genetics has successfully bred its own bulls for the first time.

These advancements highlight the tremendous potential of our
integrated dairy farming solutions, which not only create new profit
growth drive for the Group but also strengthen our vertical industry
chain deployment. This synergy with our core businesses helps
fortify our industry’s digital and intelligent technological moat.

We will continue to uphold the corporate spirit of “Born to
Be Strong and Go Beyond Ourselves”. striving to expand and
strengthen our main business while vertically integrating the
industry chain, leveraging digital intelligence for innovation,
and pushing boundaries to become a global leader in livestock
farming. At the same time, we actively embraces social
responsibility, addressing key concerns of stakeholders and
investors, continuously optimizing internal management systems,
and diligently implementing sustainable development strategies.
We remain committed to our mission of “Breeding Healthy
Cows, Safeguarding Every Drop of Quality Milk”, guided by our
"FRESH"” sustainable development framework, which focuses
on five pillars: Future, Responsibility, Environment, Society, and
Health, positioning ourselves as a benchmark for green industry
development.
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CHAIRMAN'S STATEMENT

Looking ahead, Modern Dairy will continue to enhance efficiency
and explore new growth opportunities. Through Al-driven smart
farms, we aim to produce high-quality raw milk, establish a trusted
brand, and create environmentally friendly farms, ultimately
realizing our grand vision of “Becoming a Global Leader in
Livestock Farming” while contributing to the sustainable and
steady development of China’s dairy industry.

Finally, I sincerely thank our management team and employees for
their contributions over the past year, as well as our partners and
shareholders for their trust and long-term support. The success of
Modern Dairy is inseparable from the hard work of every member
of our Group. | look forward to continuing this journey together,
creating new milestones and writing new chapters for Modern Dairy
in the future.

Zhao Jiejun
Chairman

Hong Kong, 25 March 2025
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CEO’'S STATEMENT
BEmES

Mr. SUN Yugang,
BREBLE
Chief Executive Officer

Dear Shareholders, B SRR

On behalf of the management of China Modern Dairy Holdings AN AZEREFEIRARHBEZRE R QR HEEKH B
Ltd. and its subsidiaries, | am pleased to present the annual results RRIEIEE @ RARSABREZHR[ARWERSE
of Modern Dairy for the year ended 31 December 2024 to the 2024F12A31BIEFEMNEFELE -

shareholders.
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CEO'S STATEMENT

2024 is a year full of hope and opportunities, continuous innovation,
and transformation. We actively responds to numerous difficulties
and challenges, accelerating transformation and upgrading. We
focus on the five strategic tasks of “demonstrating communist
party conduct and integrity construction, serving as a model for
unified procurement and distribution, and setting a benchmark
for organizational performance management”. We also fully
implement the “44621 action program” to improve the efficiency of
the industrial chain, create new productive forces, and strive to find
new development opportunities amid the “cold winter”.

The industry lighthouse sets the benchmark, naturally striving
for greatness. This year, we remain committed to strengthening
the dairy farming industry, contributing over 3.0 million tons of
high-quality raw milk to society. We firmly hold on to leading
with technological innovation, achieving a comprehensive yield
breakthrough of 13 tons per cow, and southern region farms
exceeding 43 kilograms. Notably, in September, our Tongliao
farm'’s daily yield surpassed 50 kilograms, setting new records
for both total and average daily production in a large-scale dairy
farm, earning praise from industry experts. This signifies our entry
into the tier of world-leading dairy nations! We adhere to a cost-
leading strategy, achieving the most optimal costs in the industry,
with 50% of our farms breaking through cost barriers. We maintain
a comprehensive value chain layout, leading the industry in cattle
trading volume, with Modern Grassland's sales surpassing 1 million
tons, and successfully cultivating breeding bulls through Meng
Yuan Genetics. The entire value chain integrates and resonates
with each other, collectively playing the strongest note in the
development of modern dairy farming!
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Digital intelligence drives development, and craftsmanship
in animal husbandry fosters breakthroughs. This year, we have
made significant strides in our digital transformation journey,
independently developing a cloud-based cattle management
system that integrates Al smart collars, 3D visual condition
assessment, and Al veterinary solutions, achieving remarkable
results in Al breeding applications. We are committed to
innovation breakthroughs and technology leadership, pioneering
a hormone-free reproduction process in the industry. We have
also developed Changshan Ketone, filling market gap. Our first
embryo laboratory, with an annual capacity of 50,000 embryos, has
been put into production, successfully producing the first batch
of in vitro embryos, addressing critical bottlenecks in the industry.
Additionally, we have been selected for the 2024 list of major new
agricultural technologies in China, contributing to the improvement
of new productive forces in animal husbandry.

Brand reputation spreads across the nation, and green low-
carbon initiatives promote development. This year, we have
adhered to our green development principles, taking the lead in
announcing industry-leading “dual carbon” goals and the first
sustainable development strategy for China’s livestock industry
— the "FRESH" strategy. Collaborating with top agricultural
universities, we jointly released China’s first “Low-Carbon White
Paper on the Dairy Industry”. Our MSCI ESG rating has risen to
BBB, and we have successfully been included in the S&P Global
“Sustainability Yearbook (China Edition) 2024”. Additionally,
our farms in Shanghe, Baoji, and Hefei have been recognized as
“China’s First Batch of Low-Carbon Demonstration Dairy Farms”.
Our deepening commitment to green low-carbon development
has garnered consistent recognition both domestically and
internationally!
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CEO'S STATEMENT

Diverse talent recruitment and a best employer’s commitment.
This year, we have innovatively built a “6+1" excellence
management system, significantly enhancing organizational
efficiency, achieving an 11% increase in per capita effectiveness.
We have successfully developed a high-quality talent team with
exceptional skills and work ethic, optimizing our talent structure,
with a succession rate reaching 62%. We established a competitive
mechanism across three key tracks and created a star employee
evaluation system, recognizing over 500 star craftsmen. For two
consecutive years, we have been awarded the "DEl Employer
Brand Award”, making us the only recipient in the industry!

Looking back at 2024, we have forged ahead through storms
and challenges, climbing new heights with a team capable of
achieving victories! We have achieved industry-leading results and
set a precedent for high-quality development. Glory belongs to
each and every one of you, the dedicated fighters who shoulder
responsibilities!

Through countless trials, we remain resilient, regardless of the
winds that blow from all directions. The year 2025 marks the
conclusion of the "14th Five-Year Plan”. While the dairy farming
industry in China still faces winter challenges, confidence among
modern individuals remains unwavering. In the new year, we will
continue to adhere to our main course of “enhancing quality,
reducing costs, improving efficiency, and expanding innovations”.
We will focus on seven key indicators: strengthening quality,
increasing yield, boosting milk volume, enhancing workforce
efficiency, increasing revenue, improving profits, and reducing
costs. We will persist in reinforcing our core business while
expanding new ventures, exploring comprehensive synergies within
the cattle farming service industry. We will steadfastly uphold our
commitments to “ensuring safety and maintaining integrity”, fully
implementing our “Quality Improvement Year” strategic goals,
and creating a new pattern of sustainable and stable operational
capability to support high-quality development across the entire
industry chain!
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Though the dream may seem distant, pursuing it can lead us
there; though the desire may be arduous, persistence can
make it a reality. Resonating in harmony is key for the team to
achieve victory. In challenging times, we must strengthen our
confidence. Only with the courage to not leave ourselves with
any retreating route can we break through! We must engage
fully, committed to doing what is difficult yet right. Continuous
improvement and challenging ourselves are essential to winning
tomorrow. "Quality leads the way, and efficiency secures the
future”! The drums of battle for 2025 have already sounded. | firmly
believe that we have a team of exceptional and fearless elites. As
long as we persist in innovations breakthrough and bravely face
challenges, we will shine with the unique brilliance of Modern Dairy
buddies on our journey to the pinnacle of China’s dairy industry!

Sun Yugang
Chief Executive Officer

Hong Kong, 25 March 2025
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEENWE DN

The board of Directors (the “Board”) of China Modern Dairy
Holdings Limited (“Modern Dairy” or the “Company”) is pleased
to present the audited annual results of the Company and its
subsidiaries (collectively the “Group”) for the year ended 31
December 2024 (the “year” or “2024").

INDUSTRY REVIEW

The Chinese dairy industry faced significant challenges in 2024.
Falling raw milk prices, weak consumer demand, and lower beef
prices led to declining profits for dairy farmers and milk processors.
The price of fresh milk experienced a three-year decline, weakening
enthusiasm for upstream dairy farming and resulting in a decrease
in raw milk production. According to the National Bureau of
Statistics, China’s total raw milk output in 2024 was 40.79 million
tons, a 2.8% yoy decrease, which marks the first decline since 2018.
Domestic demand for dairy products also weakened, leading to a
1.9% yoy decrease in dairy product output, totaling 29.62 million
tons.

Although the average annual prices of feed ingredients like corn
and soybean meal decreased by 14.8% and 21.3% respectively,
providing some relief to dairy farming costs, the persistently low
raw milk prices kept farming profitability at a low level.

In response to these difficulties, the Chinese government
implemented supportive policies to boost industry confidence
and stabilize market expectations. The “No. 1 Central Document”
explicitly called for improving liquid milk standards, regulating
the labeling of reconstituted milk, and promoting fresh milk
consumption. Subsequently, the Ministry of Agriculture and Rural
Affairs and six other departments jointly issued the “Notice on
Promoting the Stable Development of Beef and Dairy Cattle
Production”. Several major dairy-producing provinces have also
introduced specific implementation guidelines, including subsidies
for fresh milk powder production, dairy cattle breeding subsidies,
loan interest discounts, and encouragement of mergers and
acquisitions, to help farmers and businesses reduce costs and
stabilize production.
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MANAGEMENT DISCUSSION AND ANALYSIS

In the international market, according to Chinese customs data,
China’s total imports of dairy products in 2024 were 2.768 million
tons, a 9.5% yoy decrease, marking the third consecutive year of
significant decline. Notably, starting in May 2024, the average
price of imported whole milk powder (WMP), when converted to
raw milk equivalent, exceeded the domestic raw milk acquisition
price. This trend continued throughout the year. By December,
the price of WMP converted to liquid milk was approximately
RMB4.2 per kg, while the market price in major domestic raw milk
producing areas was only RMB3.1 per kg. This reflects a temporary
imbalance between domestic raw milk supply and demand and has
encouraged dairy companies to reduce their reliance on imported
dairy products. As a result, the raw milk self-sufficiency rate in 2024
rose to 72%, a 1 ppt increase compared to 2023, achieving a third
consecutive year of growth.

BUSINESS REVIEW

The Group is a leader among dairy cow farming operators and
raw milk producers in China. We produce and provide high-quality
raw milk to customers for processing into a variety of premium
dairy products in China. We have established long-term and stable
strategic cooperation relationships with large dairy manufacturing
enterprises, joining forces to strive for the development of the
Chinese dairy industry.

The Group's corporate vision is “deploying the whole industry
chain, being innovative with digital intelligence, and being a
global dairy farming leader”. We remain committed to raw milk
production as our core business while guiding our development
through digitalization and ecological practices. Pursuing the
mission of “raising healthy cows, safeguarding each and every drop
of milk”, we are dedicated to the health of our people.

With the support of the solid core business of raw milk, the Group
has been expanding into feeds, forage grass, intelligent digital
platforms, breeding and other businesses in a steady and orderly
manner. The Group has optimized resource utilization during
the period and consolidated its business into two major business
segments: (1) the raw milk business, and (2) the integrated dairy
farming solutions business. The synergistic benefits between the
segments are maximized following the consolidation of businesses,
laying a solid foundation for the Group's high-quality and
sustainable development.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEwm IO

Raw Milk Business

Facing a challenging market environment, the Group proactively
implemented cost-reduction and efficiency-enhancing measures
during the period, achieving significant results. These efforts further
strengthened our core competitiveness and resilience against
industry cyclical fluctuations. During the period, we proactively
accelerated the elimination of low-yielding and inefficient cows
to improve herd structure and increase dairy cow milk yield.
Moreover, the Group has also further strengthened its quality farm
management, focusing on increasing the ratio of core dairy cows
and the overall health level of the dairy cows, resulting in significant
improvements in key operational indicators during the period and
the solid development of the core business of raw milk.

Dairy Farms

Leveraging on the world’s first model of “integration of forage
planting, cow breeding and milk processing”, Modern Dairy is
currently a leading dairy farming operator and raw milk producer
in the PRC in terms of herd size and volume of annual production.
With farms spreading across the nation, we are equipped with
unique geographical advantages. Most of our dairy farms are
located at regions with fine climate and ample feed supply, and
are adjacent to processing plants of dairy products to ensure that
procedures from the milking to processing could be completed in
the shortest time and the nutritional value and freshness could be
maintained at the highest level.

The Group continues to renovate the cowshed equipment and
improve the ventilation system; adjust the feed formula and
increase the frequency of feeding; enhance the dryness level of
the bedding materials and improve the bedding comfortability by
applying drying technologies; and increase the frequency of sink
cleaning to ensure healthy drinking water. By doing so, the Group
continuously improves and enhances comfortability for milkable
cows so as to raise milk production.
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MANAGEMENT DISCUSSION AND ANALYSIS

The Group is continuously exploring the application of emerging
technologies in farm production. By using collars and pedometers,
we can discover the estrus and illnesses state of cows, thereby
improving the breeding and health standards of the cows. Through
image recognition technology, we monitor the feeding and identify
the risks, enabling a timely detection and automated supervision.
Through the “Pasture Security Cloud Management Platform”,
we can oversee potential hazards and monitor dangerous work,
ensuring that all farm operations comply with safety regulations
and improve the safety management standards of farm production.
Each farm is equipped with modern cowshed equipment, logistics
systems, environmental protection facilities, 24/7 intelligent
monitoring systems, and with veterinarians stationed in farms to
make sure that each cow inhabits in a comfortable and healthy
environment and produces high-quality raw milk.

Herd Size

As at 31 December 2024, the Group invested and operated a
total of 47 dairy farming companies with 491,169 dairy cows in
Chinese Mainland (2023: 450,562 heads) spanning 13 provinces
and autonomous regions, representing a yoy increase of 9.0%. The
Group is a leading dairy farming operator and raw milk producer in
terms of herd size in Chinese Mainland. The proportion of milkable
cows to the total number of dairy cows increased by 2.6 ppt to
51.1% in 2024 (2023: 48.5%) yoy, which is in line with the Group's
overall herd management strategy. To further enrich the Group's
raw milk product mix and reinforce our raw milk core business, the
Group operated 5 large-scale organic raw milk farms. The number
of dairy cows was 41,926, of which 30,939 were from the four newly
acquired organic raw milk farms during the year. The Group will
continue to optimize and adjust its herd structure so as to achieve
sustainable, healthy and stable development.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEwm IO

Milk Yield

During the year, the Group recorded AMY of 12.8 tons per
milkable cow (2023: 12.6 tons), representing a yoy increase of 1.6%,
maintaining sustained growth. The total annual milk production
of the Group grew by 16.1% yoy to 3.005 million tons (2023: 2.588
million tons). The total organic raw milk yield was 115,000 tons,
of which 69,000 tons was produced from the four newly acquired
organic raw milk farms during the year. The increase in milk
yield was attributable to effective herd management, genetic
enhancement over generations, the extension of peak lactation
period of dairy cows, frequency of lactation, breed, comfort level,
health and feed mix. The Company continuously researches and
optimizes each factor, inviting foreign and domestic cow experts to
regularly station and give guidance at the farms from time to time.

INTEGRATED DAIRY FARMING SOLUTIONS

The integrated dairy farming solutions business covers the entire
dairy farming value chain, including feed, forage grass, breeding
and intelligent digital platforms, and we strive to provide one-stop
professional services for dairy farming operators and facilitate small
and medium-sized operators in the industry to improve their dairy
farms' operational efficiency and bring economic benefits.

Feeds and Forage Grass Business

High-quality feeds and forage grass are the essential factors for
the health and high yield of dairy cows, and both are the key
cost components in the dairy farming industry. Therefore, a high-
quality, low-cost, continuous and stable supply is crucial to farms.
While ensuring the supply of high-quality forage grass for our
own farms, the Group is committed to creating value in the value
chain, deepening its involvement in feeds trade and pioneering
forage grass planting, providing high-quality forage grass and
corresponding services to domestic small and medium-sized farms,
and thus promoting the sustained and healthy development of the
dairy farming industry of China.
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MANAGEMENT DISCUSSION AND ANALYSIS

In terms of feeds trading, the Group continues to develop
relationships with high-quality downstream customers, establish
strategic cooperation and continuously improve product offerings.
It also actively identifies upstream suppliers and strengthens close
cooperation with large domestic feeds companies to ensure high
product quality, stable supply, customer stickiness, and achieve
multi-win value marketing.

In terms of forage grass plantation, the Group has established
four plantation bases covering an area reaching 66,000 mu, with
an annual output reaching 30,000 tons of high-quality forage grass
and cooperated with third-party companies to improve saline-alkali
land, involving an area of 15,000 mu; we cooperated with farmers
and have controlled such land area of over 1 million mu. In terms
of feeds and forage grass production and processing, the Group
owns five production and processing plants in China, and has
jointly built and operated three feed production plants with large
domestic feed companies. It also has produced high-quality alfalfa
and operated three processing and production bases in four major
states in the United States, and can supply more than 200,000 tons
of high-quality forage grass annually.

Intelligent Digital Platform

The Aiyangniu e-commerce platform has the mission of “making
dairy farming greener, simpler and more efficient”. Its vision is
"gathering global resources, empowering digital intelligence and
creating a world- class dairy value chain sharing platform”, with the
cornerstone advantage of having “the strongest financing platform,
the best empowerment platform, the best resource platform and
the largest e-commerce platform”. Through in-depth collaboration
to reduce costs, the Group has built an integrated value chain
service platform to improve supply chain and channel capabilities.
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BEEwm IO

In 2024, there were significant increases in both the transaction
amount and transaction volume through the Aiyangniu e-commerce
platform. Meanwhile, another intelligent digital system, the
Yunyangniu, embraces production, breeding, management and
other data on dairy cows and focuses on digital farming in farms.
Through digital systems and hardware links, such system breaks
through data barriers, accurately forecasts the demand of dairy
cows, and lays the foundation for accurate data requirements
for a digitally intelligent supply chain, so as to comprehensively
improve digital and intelligent breeding capabilities and technical
service capabilities and understand the status of each cow, thereby
opening a new era of “digital cattle breeding”.

Breeding Business

The Group actively responded to the national call by continuously
increasing investment in the breeding business and improving
the self-owned rate of core breeding sources, and made every
effort to promote the genetic improvement of dairy cows to
enhance breeding technology and achieve self-sufficiency. The
Group independently developed the "Modern No. 1" Genomic
Germplasm “Chip”, filling in the domestic commercial dairy cows
genomic germplasms market. The Group continues to promote
independent breeding and cultivation of breeding bulls and build
national-level core breeding farms for dairy cows, and actively
participated in the genetic improvement project of millions of cows
in the Ningxia Hui Autonomous Region.
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MANAGEMENT DISCUSSION AND ANALYSIS

ENVIRONMENTAL PROTECTION AND
EPIDEMIC PREVENTION

The Company's various milk quality indicators are better than
the EU standards. Food safety indicators are set in the raw milk
production process, and the whole process is strictly monitored
to ensure that the raw milk quality meets the standards. Since
China Mengniu Dairy Company Limited (“Mengniu”, stock
code 2319. HK, a company listed in the Stock Exchange of Hong
Kong, together with its subsidiaries, collectively the "Mengniu
Group"), increased its stake in the Company, the Group and
Mengniu have enhanced cooperation in product testing, unified
inspection standards and processes, improved testing efficiency
and product quality. The Group strictly complies with relevant laws
and regulations for epidemic prevention management, conducts
health rating management for dairy cows, cautiously controls the
environment of farms, refines the management of farms, provides
epidemic prevention and protection for dairy cows, and establishes
quarantine and health check plans for cows, to ensure the health of

COws.

Based on resource recycling, the Group has built a green recycling
industrial chain of “forage planting — cow breeding — fertilizer
treatment — biogas power generation — fertilizer back to the field”.
Each farm is equipped with large-scale biogas power generation
facilities and comprehensive utilization facilities for biogas fertilizer,
which absorbs, digests and environmentally treats the manure. For
sustainable development, the Group will continue to implement
high-standard environmental protection policies and implement
rigorous epidemic prevention measures in our farms.

Carbon Dioxide Peaking & Neutrality Project

The Company always takes green and sustainable development
as its core concept. It has fully launched the dual-carbon project,
and started to carry out carbon inventory and certification work to
further determine the goal and vision of carbon emission reduction.
At the same time, various departments are actively implementing
green action measures for carbon reduction, helping to achieve the
overall goal of “carbon peaking and carbon neutrality”.
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Last year, Modern Dairy launched the Dual-carbon Project, and has
also set a quantitative target for carbon intensity emissions by 2035.
Modern Dairy has labelled farms with over 10,000 cows and ultra-
large-scale farms with low carbon emission intensity as models and
stars of “carbon emission reduction” into the strategic plan, aiming
to provide strong evidence for the synergistic development of
low-carbon and quality improvement and efficiency enhancement
and boost the confidence in the sustainable development of the
industry.

Taking 2021 as the base year, the Group aims to have it unit carbon
emissions to be reduced by 7%, 15% and 20% by end of 2025, 2030
and 2035, respectively.

FINANCIAL OVERVIEW

SALES REVENUE

Business Analysis

The following table sets forth the details of the consolidated
revenue for the years ended 31 December:

EF BRBEZXBEMIBR] - RTE T E2035
FIRBEHBNTERR - RAE - 2R RKIER

SR K A 5 SRS MR K ARAR M5 181 SRR 7R THIROR
PEIm ARV B 2 M ABBEET 8 - RIEAIEE R
AR ERERENER  BETEANFER
FREED °

LA2021F B EEF - KNEE 20259 © 2030F &
2035FMEBEMNIRERED BB ZREELRET%
15%%%.20% °

B HE R

HERA

e T
TREJHEZF 120318 1L FEA G RAS
G

2024 2023

20244 20234

RMB’000 RMB'000

ARET T ARBTIT

Raw milk business JREH T 10,454,371 10,263,657
Integrated dairy farming solutions BHEGABRRAE 2,799,970 3,194,566
Consolidated revenue XN 13,254,341 13,458,223

During the year, the Group recorded sales revenue of RMB13,254.3
million (2023: RMB13,458.2 million), representing a yoy decrease
of 1.5%. Among which, the sales revenue of raw milk amounted
to RMB10,454.4 million (2023: RMB10,263.7 million), representing
a yoy increase of 1.9%. The sales revenue of the integrated dairy
farming solutions business amounted to RMB2,800.0 million (2023:
RMB3,194.6 million), representing a yoy decrease of 12.4%.
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MANAGEMENT DISCUSSION AND ANALYSIS

Raw Milk Business

The following table sets forth the details of sales revenue, sales
volume and average selling price ("ASP”) of raw milk for the years
indicated:

B E & am Mo AT

ERSYUESS: S
TFREFFREE QRO ERA - &S
BT E (R

2024 2023
2024% 2023%F
Sales Sales Sales Sales

revenue volume ASP revenue volume ASP

HERA HEE FHEE SHEBA HEE FHER

RMB'000 tons RMB/ton RMB’000 tons RMB/ton

ARETT W AR%T /M ARETT MR AR

Raw milk JRRH 10,454,371 2,893,271 3,613 10,263,657 2,546,924 4,030

The Group's total revenue of the sales of raw milk increased by 1.9%
yoy to RMB10,454.4 million during the year (2023: RMB10,263.7
million). The increase was mainly due to the comprehensive impact
of the increase in sales volume of raw milk and the decrease in ASP
of raw milk.

ASP of raw milk has decreased by 10.4% yoy to RMB3.61/kg during
the year (2023: RMB4.03/kg). This was mainly due to the downward
trend of selling prices in the domestic raw milk market.

Total sales volume of raw milk increased by 13.6% yoy to
approximately 2.893 million tons during the year (2023: 2.547
million tons), mainly due to the increase in the number of milkable
cows and the rise in AMY per milkable cow.
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Integrated Dairy Farming Solutions Business

During the year, sales revenue of the integrated dairy farming
solutions amounted to RMB2,800.0 million (2023: RMB3,194.6
million), representing a yoy decrease of 12.4%. Mainly affected by
weakened market demand, in order to control operational risks
effectively, the Group proactively adjusted the sales strategy in a
timely manner, increased customer screening efforts, and focused
on high-quality customers. Although the revenue scale has declined
in the short term, the management expects that the integrated
dairy farming solutions will continue to contribute to the profits
of the Group and improve the layout of the value chain, enhance
the resilience of the value chain, and help the Group achieve high-
quality, sustainable and stable development.

COST OF SALES

The following table sets forth the breakdown of the cost of sales of
our products for the years indicated:

BEGEBRIRER

FR - ANEBBRBEEABATEREFBAZA
R#2,800.06 870 (20234F : AR¥3, 194668
70) c B A124% 0 FBRIZMHE KB
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P  ARHRNBKARERRTR - BEEEE
TEHARAR G RS RS IFE B ANE B A E
BRI REEXEGR  IRAEEEIE - B
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SHE R A
TR YA EEE RN FE RS AN
4

2024 2023

20244 2023

RMB'000 RMB'000

ARBT R ARETT

Raw milk business JREN TS 7,197,211 7,350,674
Integrated dairy farming solutions BIERERRT T 2,605,665 2,979,536
Total cost of sales BEFHERA 9,802,876 10,330,210

During the year, the Group's cost of sales amounted to RMB9,802.9
million (2023: RMB10,330.2 million), representing a yoy decrease of
5.1%, mainly due to the decrease in cost of sales of raw milk and
the decrease in sales scale of integrated dairy farming solutions.
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MANAGEMENT DISCUSSION AND ANALYSIS

Raw Milk Business

During the year, the cost of sales of raw milk business amounted to
RMB7,197.2 million (2023: RMB7,350.7 million), representing a yoy
decrease of 2.1%, mainly due to the decrease in the feed cost of
raw milk.

During the year, we continued to strengthen our lean management
of farms. The Company has lowered operating costs through
improving formula, adjusting feed mix, enhancing health of cows,
raising AMY per milkable cow, broadening sources of income and
reducing expenditure concurrently. Benefiting from falling prices
of key bulk feedstuffs, the Group kept the average unit cost of raw
milk before inter-segment offset at RMB2.53/kg (2023: RMB2.92/
kg), representing a yoy decrease of RMB0.39/kg, where the average
feed cost of raw milk amounted to RMB1.95/kg (2023: RMB2.34/
kg), representing a yoy decrease of RMB0.39/kg, mainly due to the
decrease in feed prices. The Group's cost-control ability maintains
at an industry-leading level.

Integrated Dairy Farming Solutions Business

During the year, the cost of sales of integrated dairy farming
solutions amounted to RMB2,605.7 million (2023: RMB2,979.5
million), representing a yoy decrease of 12.5%, mainly due to the
decrease in sales scale of integrated dairy farming solutions, which
is in line with the decrease in sales revenue of integrated dairy

farming solutions.

Overall Gross Profit and Profitability
The following table sets forth the breakdown of gross profit and
gross profit margin of our business for the years indicated:
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2024 2023
20245 20234

Gross profit Gross profit
Gross profit margin  Gross profit margin
EA ER=R EF STk

RMB’000 RMB’000

ARET T AREFIT
Raw milk business JFRHD 2 75 3,257,160 31.2% 2,912,983 28.4%
Integrated dairy farming solutions EJEAR A BIR 7 2% 194,305 6.9% 215,030 6.7%
Total A&t 3,451,465 26.0% 3,128,013 23.2%
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The Company’s financial performance is highly correlated with
market prices and costs of raw milk and also affected by the milk
yield of each milkable cow. In general, when milk prices increase,
the Company’s profitability will increase correspondingly under
normal operation condition. When milk yield improves, the unit
cost of sales of raw milk will correspondingly decrease.

The gross profit of the Group's raw milk business amounted to
RMB3,257.2 million (2023: RMB2,913.0 million), representing an
increase of 11.8% yoy, which was mainly due to the increase in
the sales volume of raw milk. Gross profit margin of raw milk
business reached 31.2% (2023: 28.4%), representing a yoy lift of
2.8 ppt, resulting from the increase in sale volume and effective
cost control. The gross profit of the Group’s integrated dairy
farming solutions was RMB194.3 million (2023: RMB215.0 million),
representing a yoy decrease of 9.6%, mainly due to the decrease
in sales scale of integrated dairy farming solutions. Gross profit
margin of the Group's integrated dairy farming solutions stood at
6.9% (2023: 6.7%), representing a yoy lift of 0.2 ppt.

Losses Arising from Changes in Fair Value Less Costs to Sell
of Dairy Cows

Losses arising from changes in the fair value of dairy cows less
costs to sell dairy cows were RMB2,862.6 million during the year
(31 December 2023: RMB1,280.4 million), representing an increase
of 123.6% yoy. During the year, the Group proactively accelerated
the strategic elimination of low-yielding and inefficient cows to
improve its herd structure. However, due to the decrease in market
prices for eliminated cows and the market prices for raw milk, the
re-assessment in fair value of the dairy cows recorded a relatively
substantial loss.
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MANAGEMENT DISCUSSION AND ANALYSIS

Gains Arising on Initial Recognition of Raw Milk at Fair
Value Less Costs to Sell at the Point of Harvest

During the year, the gains arising on initial recognition of raw milk
at fair value less costs to sell at the point of harvest amounted
to RMB2,956.6 million (2023: RMB2,678.0 million), representing
an increase of 10.4% yoy, mainly due to the increase in the sales
volume of raw milk.

International Financial Reporting Standards requires that raw milk
harvested was initially measured at fair value less costs to sell, and
the difference between the fair value less costs to sell and the
actual costs incurred was booked to profit or loss account.

Other Income

During the year, other income amounted to RMB278.3 million
(2023: RMB221.1 million), representing an increase of 25.8% yoy,
which mainly consisted of government grants and interest income,
of which interest income accounted for RMB75.3 million (2023:
RMB67.5 million), while the government grants amounted to
RMB154.1 million (2023: RMB127.5 million). Government grants
mainly consisted of subsidies for agricultural projects and subsidies
for the operations of the Group.
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2024 2023

20244 20234

RMB’000 RMB‘000

ARET T ARBTIT

Interest income B WA 75,343 67,505
Government grants related to FELA T B TR B H B0 B 470 B

- Assets -EBE 100,311 89,582

- Others - Efb 53,764 37,934

154,075 127,516

Others Eh 48,834 26,105

Total A& 278,252 221,126
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EEE A R

Operating Expenses RExX
2024 2023
20244 20234
RMB’000 RMB’000
AR¥ T ARETIT
Selling and distribution costs SHE KD A 445,108 377,784
Administrative expenses THHEX 766,215 852,386
Total operating expenses LMY R 1,211,323 1,230,170

The total operating expenses was RMB1,211.3 million during the
year (2023: RMB1,230.2 million), representing a decrease of 1.5%
yoy. The analysis is as follows:

Selling and distribution costs

FA - LERAIXBEAEARE1I2113BE T
(2023 : AR¥1,2302887T) ' AR 1.5% -
DT :

e HERISHHAX

2024 2023

2024F 2023%F

RMB’000 RMB’000

AREET T AREFTT

Transportation costs and others EmBRHEM 424,094 356,712
Taxes and surcharges i R fft 21,014 21,072
Total selling and distribution costs HE R HRAZ 8% 445,108 377,784

38

Selling and distribution costs mainly consisted of
transportation costs for sales of raw milk, transportation costs
and other expenses (mainly salaries and other daily expenses
of the sales department) for integrated dairy farming
solutions, as well as taxes and surcharges related expenses.
During the year, the Group's selling and distribution costs
stood at RMB445.1 million (2023: RMB377.8 million), a yoy
increase of RMB67.3 million or 17.8% which was mainly due to
the increase in the Group's raw milk sales volume.
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MANAGEMENT DISCUSSION AND ANALYSIS

° Administrative expenses

Administrative expenses mainly included remuneration of
management staff (including equity-based share award
expenses) and depreciation charges of office buildings,
staff quarters and facilities, and other daily administrative
expenses. During the year, the Group’s administrative
expenses amounted to RMB766.2 million (2023: RMB852.4
million), representing a decrease of RMB86.2 million or 10.1%
yoy, as the Group continued to strengthen cost reduction
and efficiency improvement, simplify processes, and reduce
administrative expenses correspondingly.

IMPAIRMENT LOSSES UNDER EXPECTED
CREDIT LOSS MODEL, NET OF REVERSAL

During the year, the impairment losses under expected credit
loss model, net of reversal of the Group amounted to RMB18,686
thousand (2023: RMB17,278 thousand). The Group has assessed the
corresponding expected credit loss of its trade receivables based
on the principle of prudence, resulting in an increase in expected
credit losses based on the expected credit loss model. However, it
does not indicate the ultimate actual losses.
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2024 2023
20244 20234
RMB’000 RMB'000

ARBTR ARETT

Impairment losses recognised in respect of: Bt TN S IBHERARERE -

Trade receivables JEUNE SR 18,650 17,216
Other receivables H b K F IR 36 62
Total art 18,686 17,278
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Hib Wi RS8R

FA - ARESFFEMREMERMEEN S
FERARE48EFHIT(2023F - W FBAR
¥o52ABT) - TEREIMNEME),EEFE -
MTESBMITANATEMKR) HIES - itk

Other Gains and Losses, Net

During the year, net gains arising from other gains and losses
amounted to RMB84.8 million (2023: net gains of RMB5.2 million)
mainly consisting of net amount of foreign exchange (gains)/
losses, fair value (gain)/loss on derivative financial instruments. The

breakdown of other gains and losses is as follows: wm REEABET
2024 2023
2024 20235
RMB'000 RMB'000
AR¥T T ARBTT
Other gains and losses, net: Hib W R EHE R
Net foreign exchange loss SN &5 18 % 58 57,516 77,638
Losses on disposal of property, HEWE  BERZBHNERE
plant and equipment 16,258 12,081
Losses on termination of lease agreements IR E MR EE 3,940 10
Loss on disposal of other intangible assets REAMEREENEIE 72 12,386
Gain on disposal of assets classified as BRESBABIELEN
held for sale BERNWE - (4,470)
Loss on liquidation of a subsidiary BE—RFRBINER = 215
Gains on remeasurement of previously B EZ AIFA RN RES W
held equity interests (15,212) (5,050)
Fair value loss/(gain) on derivative PTEEMTAENAFE
financial instruments &8 (e
Foreign currency forward contracts SNERBIE XY 1,508 59,371
Foreign currency option contracts SMNEHRES K (16,259) (74,430)
Capped and floored cross currency swap HEHEXXEHi=H (44,938) (80,640)
Changes in provision for obligation to REDFEBOREHE
return dairy cows (3,318) (4,034)
Fair value gain on commitment to IR RO R A T ERE
non-controlling interests (41,935) -
Gain on partial redemption of #HoEERBESF WS
long term bonds (20,901) -
Bargain purchase arose in the acquisition Yo B SRR H IR B0 R (B R
of business (26,204) -
Others HAt 4,662 1,750
Total Bt (84,811) (5,173)
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MANAGEMENT DISCUSSION AND ANALYSIS

Finance Costs

During the year, the Group's finance costs amounted to RMB528.7
million (2023: RMB521.2 million), representing an increase of
1.4% yoy. Among which, 1) the financial costs for interest-bearing
borrowings were RMB431.7 million (2023: RMB433.1 million),
approximately the same as the last year; and 2) the financial costs
for lease liabilities were RMB97.0 million (2023: RMB72.4 million), a
yoy increase of 34.0%, which was mainly due to the increase in the
scale of lease liabilities.

PROFIT ATTRIBUTABLE TO OWNERS OF THE

COMPANY

The Group's cash EBITDA amounted to RMB2,985.8 million during
the year (2023: RMB2,495.8 million), representing an increase of
19.6% yoy. The cash EBITDA margin was 22.5% (2023: 18.5%), with
a yoy increase of 4.0 ppt.

Taking into account the above factors, loss attributable to owners
of the Company amounted to RMB1,416.8 million during the year
(2023: profit of RMB175.2 million).

During the year, basic loss per share of the Company (the “Share”)
was RMB18.09 cents (2023: earnings of RMB2.23 cents per Share).
Diluted loss per Share was RMB18.09 cents (2023: earnings of
RMB2.21 cents per Share).

LIQUIDITY, FINANCIAL RESOURCES AND
GEARING RATIO

As at 31 December 2024, the net gearing ratio, which was
calculated on the basis of the amount of total interest-bearing
borrowings less cash and deposit assets as a percentage of the
total equity, was 97.1% (as at 31 December 2023: 74.4%) with a
yoy increase of 22.7 ppt, mainly because the Group has actively
seized the opportunities in the domestic and international
financing markets, where it appropriately increased interest-
bearing borrowings, continuously optimizing its debt structure and
reducing financing costs.

As at 31 December 2024, the Group’s available and unutilised
credit facilities were approximately RMB6,541.1 million. Having
considered (i) cash flow forecast from operating activities of
continuing operation; (i) existing financial resources and gearing
level of the Group, the Directors believe that the Group's financial
resources are sufficient to meet its debt repayment, day-to-day
operations, contracted capital expenditures as at 31 December
2024.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEwm IO

Operating Activities

During the year, the Group's net cash inflow generated from
operating activities amounted to RMB2,403.6 million (2023: net
cash inflow of RMB5,449.0 million), which decreased by RMB3,045.4
million yoy. Since 2023, the Group has adjusted its working capital
management strategy in a timely manner to reduce the occupation
of working capital by extending the payment days for accounts
payable (usually 6 months) through increased supply chain finance
payments. Large amounts of supply chain finance payments in the
second half of 2023 were concentrated on payments due within the
period, resulting in a significant yoy decrease in the net cash inflow
generated from operating activities during the period. The Group
expects to promote supply chain finance payments in an orderly
manner, as it can effectively help the Group reduce the occupation
of working capital and reduce finance costs correspondingly.

Investing Activities

During the year, the Group’s net cash outflow from investing
activities amounted to RMB3,968.1 million (2023: net cash outflow
of RMB3,881.1 million), approximately the same as the last year.

Financing Activities

During the year, the Group’s net cash inflow generated from
financing activities amounted to RMB2,001.5 million (2023: net cash
outflow of RMB1,633.9 million), mainly due to the increase of net
amount of interest bearing borrowings.
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MANAGEMENT DISCUSSION AND ANALYSIS

INTEREST-BEARING BORROWINGS

As at 31 December 2024, the total interest-bearing borrowings of
the Group was RMB14,463.1 million (2023: RMB11,496.7 million),
representing a yoy increase of 25.8%.

Details are set out as below:

B E & am Mo AT

BEER
MR2024F12A318 » AEENE EEFBERA
R#14,463 18 8T (20234 : ARME11,496.78
&) ' B N25.8% °

BHEERDWTWT -
2024 2023
20245 20234
RMB'000 RMB'000

ARBTR ARETT

Borrowings: B

Bank borrowings IRITIER 9,259,260 7,390,443

Other borrowings H A& 1,945,088 547,225

Long term bonds EHIES 3,258,790 3,559,003
14,463,138 11,496,671

Carrying value repayable: FEMEREE -

Within one year —FR 2,963,039 2,595,271

Between one to two years —ZE2ZFNRN 6,424,303 2,364,698

Between two to five years —E2HFER 4,773,469 6,163,635

Over five years HFEMNE 302,327 373,067
14,463,138 11,496,671

“ECNFFE PRARKURERERAR
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MANAGEMENT DISCUSSION AND ANALYSIS
BB Lo

The following is an analysis of the respective borrowings: EHERITOT :
e Bank borrowings o ERITER
During the year, the annual interest rate of bank borrowings REAFER  RITBEROFENXEER
varied from 2.20% to 4.85% (2023: from 1.50% to 8.16%). 2.20%%4.85% (20234 : 1.50%%8.16%) °
The table below sets forth the short-term and long-term bank TERINFM2024F 12 A31 B G E R RHIGR
borrowings as at 31 December 2024: TTHEK
2024 2023
2024 2023%
RMB'000 RMB'000

ARBTR ARBET T

Bank borrowings: RATHEN

Unsecured borrowings AR E 7,675,868 5,949,895

Secured borrowings IR ER 1,583,392 1,440,548
9,259,260 7,390,443

Carrying amounts repayable: FEEEREE -

Within one year —FLAR 2,371,072 2,206,484

Between one to two years —EFEEMER 2,831,914 2,364,698

Between two to five years MEEZRFNRN 4,048,299 2,634,750

Over five years HFEE 7,975 184,511
9,259,260 7,390,443
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Other borrowings

During the year, the annual interest rate of other borrowings

MANAGEMENT DISCUSSION AND ANALYSIS
BB 5 i % D

varied from 3.00% to 8.00% (2022: from 3.35% to 7.65%).

The table below sets forth the short-term and long-term other

H =

RAFER  BEMERNFENEEELS
3.00%%8.00%(2023%F : 3.35%%7.65%)

TRIE L2024 1283 1BHR AR RAE

borrowings as at 31 December 2024: AR
2024 2023
20245 20234
RMB'000 RMB’000
AR¥ETF T ARBTT
Other borrowings: HAn g

Unsecured borrowings I E R 1,942,171 531,807
Secured borrowings BIRHER 2,917 15,418
1,945,088 547,225

Carrying amounts repayable: FEEEREE -
Within one year —F LR 559,491 353,251
Between one to two years —EEZMENR 366,075 -
Between two to five years MEERFNA 725,170 5,418
Over five years AFEAE 294,352 188,556
1,945,088 547,225

Long term bonds REES

2024 2023
20245 20234
RMB'000 RMB'000
ARMEF T ARETTT

Carrying amounts repayable: FEEEREE -
Within one year —F R 32,476 35,536
Between one to two years —FEMFNR 3,226,314 -
Between two to five years MEEZRFNRN = 3,523,467
3,258,790 3,559,003

“ECNFFE PRARKURERERAR
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEwm IO

GROUP STRUCTURE

Save for disclosed in this report, during the year, there was no
material change in the structure of the Group.

CAPITAL STRUCTURE

As at 31 December 2024, the total number of ordinary shares in
issue of the Company was 7,915,662,048 shares (31 December 2023:
7,915,662,048 shares).

As at 31 December 2024, the net assets attributable to owners
of the Company amounted to approximately RMB9,531.0 million
(31 December 2023: approximately RMB11,201.0 million), the net
borrowings of the Group (total interest-bearing borrowings less
cash and deposit assets) amounted to approximately RMB10,795.4
million (31 December 2023: approximately RMB8,813.2 million).

CONTINGENT LIABILITIES AND PLEDGE OF

ASSETS

As at 31 December 2024, no buildings and equipment of the
Company (31 December 2023: nil) were pledged as security for the
Group's borrowings.

As at 31 December 2024, biological assets with carrying value of
RMB1,038.6 million (31 December 2023: RMB695.4 million), trade
receivables of RMB4.83 million (31 December 2023: RMB12.9
million) and properties of RMB15.9 million (31 December 2023:
RMB24.0 million) were pledged as security for the Group's
borrowings.

Except as disclosed above, the Group did not have any significant
contingent liabilities as at 31 December 2024 and 2023.

CAPITAL COMMITMENTS

As at 31 December 2024, the Group's capital commitments in
relation to the acquisition of property, plant and equipment
amounted to RMB247.2 million (31 December 2023: RMB281.1
million) with a decrease of RMB33.9 million yoy.
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MANAGEMENT DISCUSSION AND ANALYSIS

MATERIAL ACQUISITIONS AND DISPOSALS

Deemed Disposal of Equity Interest in a Subsidiary

Reference is made to the announcement dated 1 February 2024
(the “Announcement”, terms used in this section shall have the
same meanings as defined in the Announcement), that Modern
Farming Wuhe, China Agricultural, Anhui Suida and Modern
Farming entered into the Capital Injection Agreement and other
Transaction Documents, pursuant to which China Agricultural has
conditionally agreed to subscribe for approximately 25.4% of the
enlarged registered capital of Modern Farming Wuhe by way of
Capital Injection in cash for the sum of RMB600 million into Modern
Farming Wuhe, constituting a deemed disposal of equity interest in
Modern Farming Wuhe by the Company.

Proposed Issuance of Unlisted Options under Specific Mandate
Reference is made to the Announcement that, in connection with
the Capital injection, the Company and China Agricultural entered
into the Option Agreement, pursuant to which the Company
agreed to grant an option to China Agricultural to subscribe for the
Option Shares. The exercise price per share equals HK$2.06 minus
the aggregate of the dividend per share paid by the Company
after the date of the Option Agreement and before the exercise
of the option by China Agricultural. The exercise of Option is
subject to the following thresholds, whichever is lower: (i) the total
subscription amount of the Option Shares by China Agricultural
shall not exceed RMB600 million (or the equivalent amount in
HK$); or (ii) the total number of Option Shares subscribed by China
Agricultural shall not exceed 6% of the total number of Shares of
the Company in issue at the time of the exercise of Option. The
grant of the option and the specific mandate in relation to the
issuance of option shares thereunder were approved in the annual
general meeting of the Company on 12 June 2024 with effective
period of 12 months and shall be extended to not exceed 36
months subjected to the approval of shareholders in each annual
general meeting.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEwm IO

Financial Effects of the Capital Injection

The Capital Injection was finished during the period, Modern
Farming Wuhe's total registered capital increased to approximately
RMB529 million and approximately 66.1% of its equity interest
is owned by Modern Farming, 25.4% by China Agricultural
and approximately 8.5% by Anhui Suida respectively. Modern
Farming Wuhe remains as a subsidiary of the Company and its
financial results will continue to be consolidated in the Company’s
consolidated financial statements.

The Capital Injection can enhance the working capital and expand
the capital base of the Group, as well as provide capital support
and is necessary for the operations and development of the Group
to satisfy its business needs and growth.

Saved as disclosed elsewhere in this annual report, the Group did
not have any significant acquisitions and disposal during the year.

SIGNIFICANT INVESTMENTS

Saved as disclosed elsewhere in this report, the Group had no
significant investments during the year.

PLANS FOR MATERIAL INVESTMENTS OR
CAPITAL

Saved as disclosed elsewhere in this report, the Group does not
have any concrete plans for material investments and capital assets.

CONTINUING DISCLOSURE OBLIGATIONS
PURSUANT TO THE LISTING RULES

Save as otherwise disclosed in this report, our Directors
have confirmed that, as of 31 December 2024, there were no
circumstances that would give rise to a disclosure requirement
under Rules 13.13 to 13.19 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”).

Saved as disclosed elsewhere in this report, no other material
events occurred during the year and up to the date of this report.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL MANAGEMENT POLICIES

The Group mainly operates its business in Chinese Mainland,
and the foreign exchange risks related to its operations are not
significant. Even so, the Group still strictly monitors and controls
potential financial risks. The Group’s major financial instruments
include equity instruments at FVTOCI, trade and other receivables,
pledged bank deposits, bank balances and cash, trade and other
payables, bank borrowings, other borrowings, long term bonds,
derivative financial instruments and certain other liabilities. The
risks associated with these financial instruments include market risk
(currency risk and interest rate risk), credit risk and liquidity risk.

The Group was primarily subject to foreign currency risk from the
movement of the exchange rates between RMB against USD. We
manage the foreign exchange risk by performing regular reviews
of the Group’s net foreign exchange exposures and may enter
into foreign currency option contracts or capped and floored cross
currency swap, when necessary, to manage its foreign exchange
exposure.

We manage the interest rate risk (if any) by performing regular
reviews of the Group's net interest rate exposures and may enter
into interest rate swap contracts, when necessary, to manage its
interest rate exposure.

For credit risk, the management of the Group has delegated a
team responsible for determination of credit limits and credit
approvals. Before accepting any new customer, the Group uses an
internal credit scoring system to assess the potential customer’s
credit quality and defines credit limits by customer. Limits and
scoring attributed to customers are reviewed twice a year. Other
monitoring procedures are in place to ensure that follow-up action
if necessary is taken to recover overdue debts.

The management believes the risks associated with the financial

instruments were properly managed and didn’t pose material
impact to the Group's operation.
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MANAGEMENT DISCUSSION AND ANALYSIS
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HUMAN RESOURCES AND REMUNERATION

OF EMPLOYEES

As at 31 December 2024, the Group had approximately 9,007
employees (31 December 2023: 8,873 employees) in the PRC and
Hong Kong. As a result of continuous expansion of the Group's
business scale, the number of employees increased during the
year, and the total staff costs of the Group amounted to (excluding
equity-settled share award expense) approximately RMB1,152.3
million (2023: RMB1,087.0 million).

A defined contribution plan is a pension plan under which the
Group pays fixed contributions to publicly administered pension
insurance plans on a mandatory basis. Payments to defined
contribution retirement benefit under the state-managed
retirement benefit schemes in the PRC (the “State-managed
Retirement Benefit Schemes”) are charged as an expense
when employees have rendered service entitling them to the
contribution. The PRC employees of the Group are eligible
members of the State-managed Retirement Benefit Schemes
operated by the government of the PRC. The employees of the
PRC subsidiaries of the Company are required to contribute
in accordance with employee pension insurance and other
insurance benefits requirements on monthly basis to the State-
managed Retirement Benefit Schemes to fund the benefits. The
only obligation of the Group with respect to the State-managed
Retirement Benefit Schemes is to make the required contributions
under the schemes. Employees in Hong Kong are provided with
retirement benefits, under the Mandatory Provident Fund scheme
and medical insurance.

In 2024, based on business development needs, the Group
continued to optimize its human resources strategy with the goal
of building a system for striving towards industry leadership. It
focused on three core initiatives: upgrading the value-driven
mechanism, deeply integrating functional and business operations,
and enhancing business-oriented thinking. These efforts aim
to establish the Modern Dairy 6+1 Excellence Operations
Management System, advancing the Company’s management
towards a scientific and standardized framework. By upgrading
the performance management system, building an honor-driven
system, and innovating a company-wide performance competition
mechanism, the Group fully activates the organization, enhances
team cohesion and creativity, and develops a first-class talent
pipeline to realize a talent-driven strategy. At the same time, the
Group strictly complies with all relevant laws and regulations while
offering competitive compensation and diverse benefit policies.
It prioritizes employee health and safety, striving to create a
happy workplace that attracts and retains talent. By sharing the
Company'’s business achievements, the Group aims to achieve
high-quality development goals together with its employees.
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MANAGEMENT DISCUSSION AND ANALYSIS

SOCIAL RESPONSIBILITY

Upholding the principle of “safety and quality come first”,
the Group is proactive when it comes to fulfilling its social
responsibility. The Group devotes great effort to strike a balance
between business growth and social responsibility, so as to convey
the Group's care and blessing to all stakeholders. The Group is
committed to improving the quality of its products by providing
consumers with a commitment to provide healthy, safe, nutritious
and high-quality dairy products. Meanwhile, it adheres to the
production principle of energy conservation and environmental
protection.

The Group actively promotes the economic development of the
surrounding areas where the farms are located and increases the
income of local residents. The Group actively implements the
precise poverty alleviation policy, responds to the call of poverty
alleviation, and is devoted to poverty alleviation within the industry
and society. Firstly, the contracts of silage planting were signed
with local farmers in the farming areas to reduce the impact of
natural disasters on crop harvest and simultaneously solve the
local employment problem. The Group’s farms provide multiple
jobs throughout the country, effectively alleviating the pressure of
surplus rural labor force and increasing the income of local farmers.
The Group also undertakes social responsibility and promotes
local economic development through measures such as making
direct donation of materials, money and paying visits to nursing
homes. During the year, the Group has made charitable and other
donations amounted to approximately RMB2.33 million.
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PROSPECTS

Looking ahead, the Group will continue to cultivate the dairy
farming industry, focusing on market demand and continuously
enhancing our core competitiveness to build a sustainable business
model. We will concentrate on the robust growth of our core
business while actively exploring new growth opportunities, striving
to create a more resilient, efficient, and socially responsible modern
dairy farming group.

Our development strategy will revolve around the following three
aspects:

1. Strengthening Core Business: We will continuously improve
product quality, optimize raw milk composition, and enhance
production efficiency. Through technological innovation and
lean procurement, we will reduce production costs, promote
environmentally friendly and low-carbon practices, and ensure
the stable development and profitability of our core business.

2. Expanding New Business: We will deepen our focus on
breeding, strengthen farming techniques, and actively expand
our feed business by improving forage quality and yield to
enhance overall efficiency. Simultaneously, we will explore
supply chain finance services to provide more comprehensive
support to upstream and downstream partners.

3. Exploring Dairy Farming Service Value Chain: We will
explore services ranging from breeding calves to selling
mature milkable cow, management output, technical training,
and consulting services. We aim to establish a product-based
business model covering the entire industry chain, providing
one-stop solutions for our customers.

We will continue to implement cost control and lean management,
drive development through innovation, and actively embrace
digitalization, intelligent technologies, and sustainable
development within a modern dairy farming system. At the same
time, we will actively fulfill our social responsibilities, providing
consumers with safe and healthy fresh milk, contributing to the
development of the industry, and striving to become a leading

animal husbandry group with international competitiveness.
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DIRECTORS AND SENIOR MANAGEMENT

EXECUTIVE DIRECTORS

Mr. SUN Yugang, aged 44, is an executive Director of the
Company and chief executive officer of the Group. Mr. Sun was
a manager of the finance and investment department of Inner
Mongolia Mengniu Dairy (Group) Co., Ltd. between May 2002
and March 2007. Mr. Sun was the chief financial officer, executive
director and vice president of the Company from March 2007 to
September 2016 and a non-executive director of the Company
from October 2016 to March 2017. Mr. Sun re-joined the Group
in November 2019 as the executive vice president of the Group.
Mr. Sun was subsequent promoted to the chief executive officer
of the Group on 30 June 2022. Mr. Sun received his master of
business administration degree from China Europe International
Business School. Mr. Sun has extensive management and operation
experience in corporate finance, international financing, corporate
governance, investment, mergers and acquisitions and the dairy
industry.

Mr. ZHU Xiaohui, aged 54, has been appointed as a non-
executive Director of the Company and the vice president of
the Group on 1 July 2021, and has been re-designated as an
executive Director of the Company and the chief financial officer
of the Group on 30 November 2021 and has been in charge of
finance, procurement, information and compliance management
since January 2024. Mr. Zhu joined Fuyuan International in August
2014 and served as the vice president of Fuyuan International
from August 2014 to December 2018, the senior vice president
of Fuyuan International from December 2018 to June 2019 and
the vice president and the secretary of the board of directors of
Fuyuan International since March 2020. Prior to joining Fuyuan
International, Mr. Zhu had spent approximately 18 years with
COFCO Group and approximately 4 years with Dalian Wanda
Group Inc., Ltd serving as senior management positions. Mr. Zhu
has over 30 years of experience in corporate governance, financial
management, financing, investment, mergers and acquisitions, and
management of large enterprises, and also has extensive operation
and management experience in the dairy farming industry. Mr. Zhu
graduated from Guangdong University of Foreign Studies with a
bachelor’'s degree in international business administration and the
University of International Business and Economics with a master’s
degree in business administration.
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NON-EXECUTIVE DIRECTORS

Mr. ZHAO Jiejun, aged 48, joined the Group as a non-executive
Director of the Company in January 2019 and was appointed as
the vice chairman of the board of directors of the Company in
July 2021. He was redesignated to the chairman of the board of
directors of the Company on 1 February 2023. Mr. Zhao is currently
the head of the animal husbandry industry chain of Mengniu
Group. Mr. Zhao has served successively as regional manager, sales
director, general manager of operation and general manager of
planning and logistics of Mengniu Group. Mr. Zhao also currently
serves as a non-executive director of China Shengmu Organic
Milk Limited (stock code: 1432. HK). Mr. Zhao has over 20 years of
experience in the dairy industry and, with profound leadership, he
specializes in both sales management, supply chain management
and dairy farms segment management. Mr. Zhao has in-depth
knowledge of the PRC dairy market and great foresight in the
PRC dairy industry. Mr. Zhao graduated from Beijing University of
Aeronautics and Astronautics with a master’s degree in information
engineering and management.

Mr. ZHANG Ping, aged 40, joined the Group as a non-executive
Director of the Company in March 2016. Mr. Zhang joined Mengniu
Group in 2014. Mr. Zhang is currently a vice president and the chief
financial officer of Mengniu Group and a non-independent director
of Shanghai Milkground Food Tech Company Limited (stock code:
600882) which is listed on the Shanghai Stock Exchange. Mr. Zhang
is also a director of a number of the subsidiaries of China Mengniu
Dairy Company Limited ("Mengniu”, stock code 2319.HK, a
company listed in the Stock Exchange of Hong Kong), including its
major subsidiaries Inner Mongolia Mengniu Dairy (Group) Company
Limited and Inner Mongolia Tegaoxin Dairy Co., Ltd.* (RE & 4F
SR LA M AR AR]). Until 26 March 2024, Mr. Zhang served as
an executive director of Mengniu. Until July 2023, Mr. Zhang also
served as a non-executive director of Yashili International Holdings
Ltd., a subsidiary of Mengniu (formerly listed under stock code
1230.HK, which was privatized and delisted on 5 July 2023). Mr.
Zhang has over 35 years of experience in the fast-moving consumer
goods industry, specializing in management of operation, finance
and audit, as well as risk control. Mr. Zhang worked in Swire
Beverages group companies as manager responsible for internal
audit and system development, finance director, general manager
of bottler manufacturing company and chief executive officer of
Coca-Cola Bottlers Manufacturing Holdings Limited. Mr. Zhang
graduated from the Beijing Information Science and Technology
University with a Master’s Degree in Management Engineering.

* For identification purposes only
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Mr. CHEN Yiyi, aged 50, joined the Group as a non-executive
Director in February 2023. Mr. Chen is currently a vice president
and head of strategic management of Mengniu Group, and is
responsible for the strategic and investment management. Mr.
Chen is the chairman of the board of the directors, a member of the
nomination committee and a member of the strategy committee
of Shanghai Milkground Food Tech Co., Ltd. (“"Milkground”) (a
company whose shares are listed on the Shanghai Stock Exchange,
stock code: 600882). Mr. Chen is also a non-executive director, the
chairman of the board of the directors, the nomination committee
and the strategy and sustainability committee under the board
of the directors of China Shengmu Organic Milk Limited (“China
Shengmu”) (a company whose shares are listed on the Stock
Exchange, stock code: 1432).

Before joining Mengniu Group, Mr. Chen worked for many well-
known international companies such as Nestle SA, International
Paper Co, Tetra Pak Sidel, China Resources Enterprise and listed
companies in Hong Kong and Mainland China for 25 years serving
as the national commercial manager, North Asia regional director,
vice chief strategy officer, president and executive director and
other senior management positions. Having served in the fast-
moving consumer goods industry such as dairy and retail industry
for many years, Mr. Chen has had extensive experience in industrial
operation integration, strategic planning management, corporate
cooperation and mergers and acquisitions and industry-wide vision
and international business experience. Mr. Chen graduated from
Fudan University with Bachelor's degree in law.

Ms. GAN Lu, aged 42, joined the Group as a non-executive
Director of the Company in April 2020. Ms. Gan is the chief
investment officer of Beijing Hosen Capital Management, LLP
("Hosen Capital”), one of the first private equity management
institutions registered with the China National Development
and Reform Commission pursuant to the new equity investment
regulations. Ms. Gan is also the person-in-charge of the office of
Hosen Capital in Hong Kong. Ms. Gan joined Hosen Capital in
2018. Ms Gan has over 15 years experience in the financial and
investment sectors. Before joining Hosen Capital, Ms. Gan worked
for the Hong Kong office of New Hope Group Co., Ltd, for four
years as head of its Hong Kong office and chief investment officer
of its financial division. Ms. Gan also worked for China International
Capital Corporation Limited (CICC) in Beijing and Hong Kong
for six years as the head of the Hong Kong operations support
coordination department. Ms. Gan graduated from The University
of Hong Kong with a master’s degree in business administration.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. LI Shengli, aged 59, is an lead independent non-executive
Director of the Company. Mr. Li is currently an independent non-
executive director of AUSTASIA GROUP PTE. LTD. (stock code:
2425. HK). Mr. Li graduated from Shihezi Agricultural College with
a bachelor's degree in animal husbandry and veterinary science
in July 1987. He then obtained his doctorate degree in animal
nutrition science from China Agricultural University in July 1996.
Since 2003, Mr. Li has been with China Agricultural University,
working as an assistant professor and professor in multiple times.
Mr. Li is currently the vice-director (Animal Nutrition) of the State
Key Laboratories, director of the Sino-US Dairy Research Center
of China Agricultural University, director of the Sino-Dutch Dairy
Development Center, chief scientist in national dairy products
industry technology system, a specialist to the China School Milk
Programme and a specialist in the Cattle and Poultry Research
Centre of Beijing Sanyuan Breeding Technology Co,. Ltd. Mr. Li
is a specialist to the Working Committee of National Dairy Herd
Improvement Programme (DHI) of the Dairy Association of China
and the chairman of China Institute of Animal Husbandry and
Veterinary Cattle Chapter. Up to August 2022, Mr. Li served as an
independent director of Xinjiang Tianrun Dairy Co., Ltd. (listed
on the Shanghai Stock Exchange, stock code: 600419). Until June
2023, Mr. Li served as an independent director of Zhejiang Yimeng
Food Co., Ltd. (listed on the Shanghai Stock Exchange, stock code:
605179). In 2007, Mr. Li obtained a patent on Rubeili (ZLfZF), a
type of high- energy and high-protein supplementary feed for dairy
cows. Mr. Li was awarded the second prize and a prize of the Beijing
Science and Technology Award in 2000 and 2007, respectively,
and was recognized by the Beijing Municipal Government as “Top
10 Scientists with Contribution to the Economic Development in
Rural Villages of Beijing” in 2009. He also received the first prize for
advancement in science and technology awarded by the Education
Department in 2012, the first prize for Chinese Agricultural Science
awarded by the Ministry of Agriculture in 2013 and the second prize
of National Scientific and Technological Progress Award in 2014.
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Mr. LEE Kong Wai Conway, aged 70, is an independent non-
executive Director of the Company. Mr. Lee is currently an
independent non-executive director of West China Cement Limited
(stock code: 2233. HK), Chaowei Power Holdings Limited (stock
code: 0951. HK), NVC International Holdings Limited (stock code:
2222. HK), GCL New Energy Holdings Limited (stock code: 0451.
HK) and Intchains Group Limited (a company listed on NASDAQ
Stock Market, stock code: ICG). Mr. Lee was an independent non-
executive director of Guotai Junan Securities Limited Co., Ltd
(stock code: 2611. HK), GOME Retail Holdings Limited (stock code:
0493.HK) and WH Group Limited (stock code: 0288. HK) until 30
November 2023, 21 September 2023 and June 2022, respectively.
He was also an independent non-executive director of Yashili
International Holdings Limited (stock code: 1230. HK, whose shares
have been delisted since 5 July 2023), a subsidiary of Mengniu.
Mr. Lee is a member of the Institute of Chartered Accountants in
England and Wales, The Chartered Accountants, Australia and New
Zealand, the Association of Chartered Certified Accountants, the
Hong Kong Institute of Certified Public Accountants and the Macau
Society of Certified Practising Accountants. Mr. Lee was a member
of Chinese People’s Political Consultative Conference of Hunan
Province from 2008 to 31 December 2017. Mr. Lee has over 30 years
of experience in public accounting and auditing, corporate finance,
merger and acquisition and initial public offerings. From September
1980 to September 2009, Mr. Lee served as a partner of Ernst &
Young and held key leadership positions in his development of the
firm in China.
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Mr. CHOW Ming Sang, aged 52, has been appointed as an
independent non-executive Director of the Company on 1 July
2021. Mr. Chow is currently an independent non-executive director
and the chairman of the audit committee of China Maple Leaf
Educational Systems Limited (stock code: 1317). Mr. Chow is also an
independent non-executive director of QuantumPharm Inc. (stock
code: 2228.HK). Mr. Chow is also the managing director of Beijing
Xinshi Anye Management Consulting Co., Ltd. and an independent
non-executive director of Teamway International Group Holdings
Limited (stock code: 1239. HK) and Redco Healthy Living Company
Limited (stock code: 2370. HK). He was an independent non-
executive director of China Rundong Auto Group Limited (delisted,
prior stock code: 1365. HK) until August 2020. Mr. Chow was the
general manager of the Risk and Control Department of the Tahoe
Group (the shares of which are listed on the Shenzhen Stock
Exchange with stock code: 000732. SZ) from October 2018 to June
2019, overseeing the company’s risk management and corporate
governance of all business sectors like residential, commercial,
hotel, education, insurance, medical, estate management and
ageing care.

Mr. Chow obtained his bachelor degree in Business Administration
(Accounting) from Hong Kong University of Science and Technology
in 1995. Mr. Chow is a fellow member of the Hong Kong Institute of
Certified Public Accountants, a fellow member of the Association
of Chartered Certified Accountants and a Certified Internal
Auditor. Mr. Chow has over 27 years working experience in various
industries in auditing, corporate governance and risk management
advisory where he was the advisory partner of Ernst & Young (China)
Advisory Limited since 2007 and was responsible for managing the
Risk Advisory sub-service line's strategic growth and development
in various regions of Mainland China since 2011. From 2014 to 2016,
Mr. Chow became the Committee member of The Internal Controls
General Standards Committee of The Ministry of Finance (PRC) (F
BB IR EB S HIIZE R B2 Z 8), the only Hong Kong resident
and Big Four partner being appointed as a committee member.
Mr. Chow is also involved in promoting innovation where he acts
as start-up coach of over 20 incubators and accelerators in China
and Hong Kong to assist young entrepreneurs in enhancing their
business from financial and strategic development perspectives.
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SENIOR MANAGEMENT

Mr. GUO Wenju, aged 54, is the secretary of the Party Committee
of the Group. Mr. Guo joined the Group in July 2021. He served
as the deputy secretary of the Party Committee in Mengniu Group
from March 2010 to June 2017, and served as the deputy secretary
of the Party Committee and secretary of the disciplinary committee
in Mengniu Group from July 2017 to December 2020. Mr. Guo
obtained a master’s degree from the graduate school of the
Central Party School.

Mr. HAN Chunlin, aged 52, is the vice president and the head
of the second operation center of the Group. Mr. Han is also a
director of Modern Farming (Group) Co., Ltd. and Helinger Modern
Farming Co., Ltd., both of which are subsidiaries of the Company.
Mr. Han joined the Group in September 2008 and was appointed
as executive director of the Company on 14 November 2008 until
1 April 2020. From February 2006 to July 2008, Mr. Han served
as the deputy general manager of marketing in Crayon Xiaoxin
(Fujian) Food Co., Ltd. From January 1999 to September 2004, Mr.
Han worked as a marketing manager in the liquid milk department
of Inner Mongolia Mengniu. Before that, Mr. Han worked as the
branch manager of the milk powder department of Inner Mongolia
Yili Industrial Group Co., Ltd. from July 1994 to January 1999.
Mr. Han has over 17 years of experience in the Chinese catering
industry and has extensive experience in marketing and ranching
operations. Mr. Han obtained a bachelor’s degree in biology
from Inner Mongolia University, China and a master's degree in
agricultural promotion from China Agricultural University.

Mr. ZHANG Xue, aged 57, is the vice president of the Group, the
chief engineer of the technical department of the Group. Before
joining the Group in 2021, Mr. Zhang has been working in ranch
technical positions and ranch management for nearly 30 years. He
served as the vice president and chief operating officer of Fuyuan
International from October 2013 to August 2021, responsible for
the overall technology and operations of Fuyuan International.
Mr. Zhang has extensive experience in ranch operation and
management and is proficient in ranch design, dairy farming and
professional technical management in all aspects of the industrial
chain. He is one of the famous ranch management experts in China.
Mr. Zhang obtained a doctorate degree in animal nutrition from
the Bingen Institute, Germany.
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Mr. SONG Weizheng, aged 44, is the vice president of the Group
and the acting CEO of Modern Forage. Mr. Song joined the Group
in January 2020 and was in-charge-of the procurement center of
the Group, and in August 2021, he was in charge of procurement
and sales. He was in charge of procurement, sales and engineering
management and in charge of Modern Forage from January 2023
and January 2024, respectively. Before joining the Group, Mr. Song
worked in Mengniu Group from December 2001 to December
2019 as the head of the quality inspection department, the head
of the production department, the manager of the milk source
department, the general manager of the milk source region, and
the general manager of the big dairy unified procurement. Mr.
Song has extensive experience in procurement and sales. Mr. Song
obtained a master's degree in bioengineering from Inner Mongolia
University.

Mr. ZHAO Zunyang, aged 46, is the vice president and the head
of the first operation center of the Group. Mr. Zhao joined the
Group in April 2010 and served as deputy general manager of the
ranch, chief nutritionist and assistant vice president of the Group.
Mr. Zhao was promoted to the vice president of the Group on 1
January 2024. Before joining the Group, Mr. Zhao had experience in
state- owned enterprises, foreign enterprises and American ranches
in the industry. He was proficient in dairy cow nutrition technology
and had rich experience in ranch operation and management. Mr.
Zhao received a bachelor’s degree in animal husbandry from China
Agricultural University, a master’s degree in animal nutrition from
China Agricultural University and a doctorate in dairy nutrition from
Virginia Tech University in the United States.

Ms. YUAN Li, aged 49, is the vice president and head of human
resources & administration of the Group. Ms. Yuan joined the
Group in July 2021. Before joining the Group, she served as
manager, deputy director, director of operation management
department, project director of sharing center, and general
manager of human resources center of milk source business
department of Mengniu Group Headquarters Human Resources
Center. She has participated in and successfully led important
projects such as organizational reform at all levels, human
resources system construction, mechanism innovation, and process
optimization of Mengniu Group for many times. She has rich
theoretical and practical experience in the field of human resources
management. Ms. Yuan obtained a master’s degree from Inner
Mongolia University of Technology.
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Mr. MA Lijun, aged 51, is the vice president and the head of
safety and quality of the Group. Mr. Ma joined the Group in
February 2024. Before joining the Group, he served as director
of quality inspection of the Quality Center, deputy director of the
Finished Product Quality Management Center, director of the
Quality Management Review Center, senior director of the Quality
Management Review Department and senior director of the
Inspection Management Department of Mengniu Group. He has
rich professional knowledge and practical experience in the field
of safety and quality management. Mr. Ma received a bachelor’s
degree in food science and engineering from Inner Mongolia
Agricultural University.
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The board (the “Board”) of directors (the “Director(s)”) of China
Modern Dairy Holdings Ltd. (the “Company”) and the management
of the Company and its subsidiaries (collectively, the "Group”) are
committed to upholding a high standard of corporate governance
to safeguard the interests of the shareholders of the Company (the
“Shareholder(s)") and the Company as a whole.

CORPORATE GOVERNANCE PRACTICES

The Company has adopted the code provisions set out in the
Corporate Governance Code (“CG Code") as set out in Part 2 of
Appendix C1 to the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “Listing Rules”).
The Company has, throughout the year and up to the date of this
report, complied with the code provisions set out in the CG Code
except for the deviation from code provisions C.1.6.

Code provision C.1.6 of the CG Code provides that non-executive
Directors should attend general meetings and develop a balanced
understanding of the views of the shareholders of the Company.
Mr. Li Shengli, an independent non-executive Director, was unable
to attend the annual general meeting of the Company held on 12
June 2024 due to other business arrangements. The views of the
Shareholders had been reported to Mr. Li after the annual general

meeting.

Save as disclosed above, the Board has reviewed the Company's
corporate governance practices and is satisfied that the Company
has been in compliance with all applicable code provisions of the
CG Code.

THE BOARD

Role of Directors

The Company is headed by the Board which assumes the
responsibility for leadership and control and be collectively
responsible for promoting the success of the Company by directing
and supervising the Company's affairs. The Board is accountable to
the shareholders of the Company (“Shareholders”) for managing
the Company in a responsible and effective manner. Every Director
is committed to act in the best interest of the Company and to
contribute their expertise and knowledge to the Company. The
Board formulate strategic and holistic strategies, and monitors the
Group's performance on behalf of the Shareholders.
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The Board determines the objectives, strategies and policies of the
Group. In addition, the Board monitors and controls operating and
financial performance in pursuit of the Group's strategic objectives.
The day-to-day management of the Group's business is delegated
to the chief executive officer and the management of the Group
under the supervision of the executive Directors of the Company.
In addition, the Board has also delegated various responsibilities to
the board committees of the Company (the “Board Committees”).
Matters reserved for the Board and Board Committees are those
affecting the Group's overall strategic policies, financial objectives,
dividend policy, changes in accounting policies, material acquisition
and disposal of assets, investments and other significant matters.

For the year, the Board has polished the Group’s Corporate Culture
Panorama which aligns with the Group'’s mission, vision, core value
and strategy. Leading by enterprise spirit “Quality drives progress,
Efficiency wins the future” and “Born to be strong and go beyond
ourselves”, the Directors and the management team promote
the corporate culture, sharing the same vision and philosophy,
together we strive for the better future of the Company.

As at 31 December 2024, the Board comprised nine Directors,
including two executive Directors, namely, Mr. Sun Yugang, Mr. Zhu
Xiaohui, four non-executive Directors, namely, Mr. Zhao Jiejun, Mr.
Zhang Ping, Ms. Gan Lu and Mr. Chen Yiyi and three independent
non-executive Directors, namely, Mr. Li Shengli, Mr. Lee Kong Wai,
Conway, and Mr. Chow Ming Sang. Mr. Zhao Jiejun is the chairman
of the Board.

All Directors are aware of their collective and individual
responsibilities to the Shareholders and have exercised their duties
of care, skill and diligence. Comprehensive directors and officers
liability insurance coverage is in place to provide protection to the
Company, the Directors and senior management.

The Company has maintained on its website
(www.moderndairyir.com) (the “Company Website”) and
the website of Hong Kong Exchange and Clearing Limited
(www.hkexnews.hk) (the “"HKEX Website") an updated list of its
Directors identifying their roles and functions. Composition of the
Board, by category of directors, is explicitly identified in all the
Company's corporate communications.

There was no financial, business, family, or other material
relationship between the Directors of the Company and in
particular, between the Chairman of the Board of the Company
and the Chief Executive Officer.
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The biographical details of the Board members are set out in the
"Directors and Senior Management” on pages 53 to 61 of this
annual report.

Non-executive Directors

The non-executive Directors and the independent non-executive
Directors give the Board the benefit of their skills, expertise, varied
background and experiences. Through active participation in Board
meetings and serving on various Board Committees, the non-
executive Directors and the independent non-executive Directors
bring in independent judgment and make valuable contributions to
the effective direction and strategic decision making of the Group.

Each of the non-executive Directors is appointed for a specific term
of 3 years, subject to retirement by rotation under the articles of
association (“Articles of Association”).

Independence of Independent Non-executive Directors
Each of the independent non-executive Directors is appointed for
a specific term of 3 years, subject to retirement by rotation under
the Articles of Association. The Lead independent Non-executive
Director (“"Lead INED") is Mr. Li Shengli. A Lead INED could help
foster a more proactive independent voice on the board and
safeguard the interests of minority shareholders. Mr. Lee Kong
Wai, Conway and Mr. Chow Ming Sang, two of the independent
non-executive Directors, have the appropriate accounting or
related financial management expertise as required under Rule
3.10(2) of the Listing Rules. The Board has received from each
independent non-executive Director a written annual confirmation
of their independence and is satisfied with their independence in
accordance with the Listing Rules. The Company considers that
all independent non-executive Directors meet the independence
guidelines set out in Rule 3.13 of the Listing Rules. The number of
independent non-executive Directors of the Company is three and
represents at least one-third of the Board as required under Rules
3.10(1) and 3.10A of the Listing Rules.
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Mr. Lee Kong Wai, Conway holds five listed issuer directorships
as the date of this annual report. As advised by Mr. Lee that he
is a full time professional director and has high attendance for
all kind of board meetings, such that the Company believes Mr.
Lee can devote sufficient time to the Board and each of Board
Committee he engaged with listed issuers and in compliance
with Appendix C1 C.1.6 to the Listing Rules. As independent non-
executive Directors with in-depth understanding of the Company's
operations and business, Mr. Li Shengli and Mr. Lee Kong Wai
have expressed objective views and given independent guidance
to the Company over the years, and they continue demonstrating
a firm commitment to their roles. Although Mr. Li Shengli and Mr.
Lee Kong Wai, Conway have served as independent non- executive
Directors for more than 9 years, the Board considers that the long
service of Mr. Li Shengli and Mr. Lee Kong Wai, Conway would not
affect their exercise of independent judgement and is satisfied that
Mr. Li Shengli and Mr. Lee Kong Wai, Conway have the required
character, integrity and experience to continue fulfilling the role of
independent non-executive Directors.

Corporate Governance Functions

The Board is responsible for determining the policies for corporate
governance of the Company and performing the corporate
governance duties including:

(@) to develop and review the Company's policies and practices
on corporate governance;

(b)  to review and monitor the Company’s policies and practices
on compliance with legal and regulatory requirements;

(c) to review and monitor the training and continuous
professional development of Directors and senior
management;

(d) to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and
Directors;

(e) to review existing employee incentive schemes of the
Company; and

() to review the Company’s compliance with Appendix C1 to

the Listing Rules (CG Code) and Appendix C2 (Environmental,
Social and Governance Reporting Guide).
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During the year, the Board has fulfilled the corporate governance
functions by reviewing the Company’s corporate governance
practices.

Chairman of the Board (“Chairman”) and Chief Executive
Officer ("CEO")

The Chairman is responsible for ensuring that the Board is
functioning properly, with good corporate governance practices
and procedures. The Chairman also steers the Board and the
Company towards its corporate goals.

The CEO is responsible for the effective implementation of the
overall strategies and initiatives adopted by the Board as well as
the daily operation of the Group. For the year, the chairman of
the Board was Mr. Zhao Jiejun, the non-executive Director of the
Company, the CEO was Mr. Sun Yugang, the executive Director.

With the support of the CEO and the Company Secretary, the
Chairman seeks to ensure that all Directors are properly briefed
on issues brought up at Board meetings and that they receive
adequate and reliable information in relation to matters discussed
at Board meetings and also other affairs of the Group on a monthly
basis in order to enable the Directors to assess the Group's
performance, position and prospects in sufficient details.

COMPANY SECRETARY

During the year, Mr. Li Kwok Fat, the company secretary of the
Company has undertook not less than 15 hours of the relevant
professional training to update his skills and knowledge. The
company secretary is responsible for facilitating the Board
process, as well as communication among Board members, with
Shareholders and management.

All Directors have access to the advice and service of the Company

Secretary to ensure that the Board procedures, all applicable rules
and regulations are followed.
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BOARD PROCEDURES

During the year ended 31 December 2024, the Board has held four
meetings to discuss the overall strategy as well as the operations
and financial performance of the Group. The Directors participated
in person or through electronic means of communication. Details
of the Directors’ attendance at the Board and Board Committee
meetings and the annual general meeting and extraordinary
general meeting of the Company held on 12 June 2024 are set out
as follows:

Number

REPORT
TEERRE

EESER

HE2024F12A31BIEEE - EESRITIUR
i REBERRBULARER EBLMER
B EEARINEBETEAIRES - BF
HEEES  EEZETLHNMARRN2024F
GANARTHRIBAFRGABREFRIASE
B FFBEINT ¢

of Board meetings, Board Committee meetings and general
meetings attended/held during the year

FRLRE/$HESEEH ETZRETHERRRAGRY

General Audit Remuneration ~ Nomination
Meeting Board  Committee = Committee ~ Committee
Name of Director BEpg REAE ESe ENZEE ¥FMzEE REZEg
Executive Directors HITES
Mr. Sun Yugang (Chief Executive Officer) RERELE(#H) 11 4/4 N/A N/A N/A
TEH FEH o
Mr. Zhu Xiaohui (Chief Financial Officer) REERE(BRIHE) 1 4/4 N/A N/A N/A
TEH ok ok
Non-executive Directors FHTES
Mr. Zhao Jiejun (Chairman of the Board) BREXE(EFSLE) /1 44 N/A N/A /1
ol TER
Mr. Zhang Ping RTEE n 4/4 33 11 N/A
TEm
Mr. Chen Yiyi RH—%4 11 474 N/A N/A N/A
A TR TR
Ms. Gan Lu HHat n 4/4 N/A N/A N/A
TEH TEH TR
Independent Non-executive Directors BUFHTES
Mr. Li Shengli (Lead INED) FHAEE 0/1 44 N/A 171 N/A
(BEEBUFHTEE)
i8R TER
Mr. Lee Kong Wai, Conway FRERE 11 44 33 N/A /1
TER
Mr. Chow Ming Sang FRERE 1/1 4/4 33 171 1/1
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The Board and each Director have separate and independent
access to the Company’s senior management for information and
may make inquiries if necessary. Directors of the Company who
considers it necessary to seek independent professional advice in
order to perform his/her duties as a Director of the Company may
convene, or request the Company Secretary to convene, a meeting
of the Board to approve the consultation of independent legal
or other professional advisor for advice at Company's expenses.
For regular Board meetings, an agenda and accompanying
board papers of the meeting are sent to all Directors before
the proposed date of a meeting. Additional Board meetings, if
necessary, are arranged and held as and when required. During the
year, the Chairman met with the non-executive Directors and the
independent non-executive Directors without the presence of other
executive Directors to exchange views on matters concerning the
business development, management and corporate governance of
the Group.

The Board should regularly review the contribution required from
a Director to perform his/her responsibilities to the Company, and
whether the Director is spending sufficient time performing them.
The Board recognizes the importance and benefits of conducting
regular evaluation of its performance. An internal Board evaluation
would conduct annually in the form of questionnaire or other
methods with the aim of soliciting valuable feedback, improving
the effectiveness and enhancing accountability of the Board.

Every Director is entitled to access the advice and services of
the Company Secretary with a view to ensure that the Board
procedures, and all applicable rules and regulations, are complied
with. All minutes are kept by the Company Secretary and are open
for inspection by any Director during normal office hours with
reasonable advance notice.
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Appointment, Re-election of Directors and Removal

In accordance with the CG Code and the Articles of Association,
all Directors (including independent non-executive Directors)
are subject to retirement by rotation once every three years.
Each Director has entered into a letter of appointment with the
Company for a term of three years. The Directors are subject to
retirement by rotation and re-election at each annual general
meeting of the Company in accordance with article 17.18 of the
articles of association of the Company. Directors appointed as an
addition to the Board or to fill a casual vacancy on the Board will be
subject to re-election by the Shareholders at the following annual
general meeting or the following general meeting of the Company
after the appointment and be subject to election at such meeting
pursuant to Article 17.2 of the Articles of Association. Also, when
an independent non-executive Director proposed for re-election
has served the Company for more than nine years, his or her re-
election will be subject to a separate resolution to be approved at
the annual general meeting.

DIVERSITY POLICY

The Board has adopted board diversity policy (available on the
Company Website), which sets out the approach to diversity of
Board members. In determining the Board’'s composition, the
Company considers a range of diversity elements, including but
not limited to gender, age, cultural and education, professional
experience, skills and knowledge. All appointments of the Board
will be made based on meritocracy and objective criteria while
taking into full account of the interest of Board's diversity. The
Company highly recognizes the benefits of having a diverse
Board with various insights from different perspectives. The
Nomination Committee has primary responsibility for identifying
and nominating, for approval by the Board, suitably qualified
candidates to become members of the Board.
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As at date of this report, the Board comprises nine Directors with
one lady and eight gentlemen with different backgrounds and
professionalism. Three of the Directors are independent non
executive Directors, each of whom promoting a critical review and
control of the board management process. Having reviewed the
board diversity policy and the Board’s composition, the Nomination
Committee considered that the requirements of the board diversity
policy had been met and no measurable objective had been set to
implement the board diversity policy.

In 2024, the Company’s gender ratio of the workforce (including
senior management) is 67.61%: 32.39% (male to female) (2023:
67.62%: 32.38%), maintaining a good and healthy gender ratio
of the workforce. The Company endeavours to eliminate gender
discrimination, supports gender equality, and protects the legal
rights and benefits of female employees. The Company follows
all internationally recognised human rights policies stated in
the United Nations Universal Declaration of Human Rights, the
International Bill of Human Rights and other core conventions
of the International Labor Organization. The Company treats
employees with different nationalities, ethnicities, races, genders,
religious beliefs and cultural backgrounds equally and fairly,
prohibits the employment and use of child labour, respects and
protects the legitimate rights and interests of all employees. For
details, please refer to the Company’s ESG Report.

The Board will from time to time review the diversity policy, as
appropriate, to ensure its effectiveness.

CONTINUOUS PROFESSIONAL

DEVELOPMENT

According to the code provision C.1.4 of the CG Code, all directors
should participate in continuous professional development to
develop and refresh their knowledge and skills to ensure that their
contribution to the board remains informed and relevant. The
Company shall be responsible for arranging suitable training for
all Directors at the Company’s expense. The Group continuously
updates the Directors on the latest development regarding the
Listing Rules and other applicable regulatory requirements, to
ensure compliance and enhance their awareness of good corporate
governance practices. For newly appointed Director, an induction
package will be given to ensure that he has a proper understanding
of the operations, business and governance policies of the Group.
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A summary of training received by the Directors for the year ended  RIZFZFBFTIRHEMELEE - EERNE E£2024F12 A

31 December 2024 according to the records provided by the 31HIEFEMEZHFIIBALT -
Directors is as follows:

Type of trainings

Directors 5= R
Executive Directors HITES

Mr. Sun Yugang (Chief Executive Officer) BREMIE A () AB.C
Mr. Zhu Xiaohui (Chief Financial Officer) KEELE(HREIEE) AB.C
Non-executive Directors FHTES

Mr. Zhao Jiejun (Chairman of the Board) HRELE(EFSTE) AB,C
Mr. Zhang Ping SRS A A,B,C
Mr. Chen Yiyi PR —5E AB,C
Ms. Gan Lu ¥zt ABC
Independent Non-executive Directors BAFHTES

Mr. Li Shengli (Lead INED) FHNEE(BEBUIFNTESE) AB,C
Mr. Lee Kong Wai, Conway FEELE ABC
Mr. Chow Ming Sang JERRZE L& A,B,C

industry development =5

A:  Reading materials, journals and updates relating to the business and A : BEEMCEMITEZRRERGBEOME - B R&H

B:  Reading materials relevant to the latest development of the Listing B : BIEH FMARRNSEHNERREMERANEER

Rules and other applicable regulatory requirement A BRI MR
C:  Attending or delivering seminars and/or conferences and/or forums C: ZNsEBRMIER HeRrRk/AnE
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BOARD COMMITTEES

In order to oversee particular aspects of the Group, the Company
had established five Board Committees under the Board,
namely, the Audit Committee, the Remuneration Committee,
the Nomination Committee, Sustainability Committee, and the
Strategy and Development Committee with the defined terms of
reference in line with the CG Code. Except the terms of reference
of Sustainability Committee and the Strategy and Development
Committee, the terms of reference are published on the HKEX
Website and Company Website. The Board Committees are
provided with sufficient resources to discharge their duties and
are able to seek independent professional advice in appropriate
circumstances upon request. Details of these Board committees
including their composition, major responsibilities and functions
and work performed are as follows:

REMUNERATION COMMITTEE

The chairman of the Remuneration Committee is Mr. Li Shengli
and other members are Mr. Zhang Ping and Mr. Chow Ming Sang.
The Remuneration Committee is chaired by an independent non-
executive Director and the majority being independent non-
executive Directors of the Company.

The primary functions of the Remuneration Committee are to
make recommendations to the Board on the Company'’s policy
and structure for the remuneration for all the Directors and senior
management of the Group, and make recommendations of
the remuneration packages for all the executive Directors, non-
executive Directors and the senior management to the Board.

The Company’'s emolument policy is to ensure that the
remuneration offered to employees including executive Directors
and senior management of the Group is based on the skills,
knowledge, responsibilities and involvement in the Company’s
and the Group's affairs, and to uphold a fair and competitive
remuneration assessment mechanism. The remuneration
packages are also determined by reference to the Company'’s
performance and profitability, remuneration level in the industry
and the prevailing market conditions. The emolument policy for
independent non- executive Directors, mainly comprising Directors’
fees, is subject to annual assessment with reference to the market
standard. Individual Directors and senior management would not
be involved in deciding their own remuneration. The Remuneration
Committee has been provided with sufficient resources to
discharge its duties.
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During the year, the Remuneration Committee has held two
meetings and reviewed, discussed and approved the remuneration
for the executive Directors and senior management of the Group
to ensure that the level of remuneration is linked to their level of
responsibilities undertaken, reviewed the remuneration policy and
made recommendation to the Board for the remuneration for the
non-executive Directors for its approval. Remuneration Committee
has also reviewed the remuneration policy and employee incentive
schemes of the Company, as well as reviewing and approving
matters relating to share scheme of the Company under chapter 17
of Listing Rules.

The remuneration (excluding equity-settled share-based payments)
of the members of the senior management (excluding Directors) by
band for the year ended 31 December 2024 is set out below:

REPORT
TEERRE

FR - FHZESRTMAGE  LEN  &H
EHEAEBERITEERERERE 2 M AR
PR3 B K P B2 1 A R 0 B (/KT 1 8 30 2 B o
MR - UMM TES cFMmESTSRMHE
mUAHEEL - HMEZ B & IRE AR B R0 R
BER BB B 8 R ERMIL AR EHRRIE
TTERERNRANBRMDFEBBHEEA

BREEEKRE(TEEE)HE2024412A31H
IFFEZHE (M REERESE RS A
FOEEWT ¢

Number of
Remuneration bands (RMB) persons
MeEHE (AR T REAE
2,000,000—-3,000,000 3
3,000,000—4,000,000 4

Further particulars regarding Directors’ remuneration and the five
highest paid employees as required to be disclosed pursuant to
Appendix D2 to the Listing Rules are set out in notes 12 and 13 to
the consolidated financial statements.

AUDIT COMMITTEE

As at 31 December 2024, the Audit Committee comprised two
independent non-executive Directors, namely, Mr. Lee Kong Wai,
Conway and Mr. Chow Ming Sang and one non-executive Director,
Mr. Zhang Ping. Mr. Lee Kong Wai, Conway and Mr. Chow Ming
Sang posses the relevant professional qualifications required under
the Listing Rules. The chairman of the Audit Committee is Mr. Lee
Kong Wai, Conway.

The primary responsibilities of the Audit Committee are to oversee
the Group's financial reporting system, risk management system
and internal control procedures, and to review and monitor
the external auditors’ independence and objectivity and the
effectiveness of the audit process in accordance with the applicable
standard. The Audit Committee has been provided with sufficient
resources to discharge its duties.
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The Audit Committee held three meetings during the year. Major
work completed by the Audit Committee during the year includes:

J reviewed the Group’s annual report, interim financial
information and annual consolidated financial statements;

o reviewed significant accounting and audit issues;

o reviewed the external auditor’s qualifications, independence
and performance;

o reviewed the external auditor’'s management letter and the

management'’s response;

J reported to the Board on matters relating to the Audit
Committee under the CG Code;

o assisted the Board to evaluate on the effectiveness of
financial reporting procedures and internal control system;

o reviewed the adequacy and effectiveness of the Group's
systems of internal control and risk management and the
effectiveness of the internal audit function, including advising
on identification of connected parties and formulating
relevant policies;

J reviewed the connected and continuing connected
transactions entered into by the Group or subsisting during
the financial year before recommending them to the Board
for approval;

J reviewed the utilisation of annual caps on certain continuing

connected transactions of the Group; and

J reviewed adequacy and effectiveness of the Group's systems
f anti-corruption policy and whistle-blowing mechanism, and
reviewed the arrangements that employees of the Company
and those who deal with the Company can use, in confidence,
to raise concerns about possible improprieties in financial
reporting, internal controls or other matters.
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NOMINATION COMMITTEE

Currently, the Nomination Committee comprises one non-
executive Director Mr. Zhao Jiejun and two independent non-
executive Directors, namely, Mr. Lee Kong Wai, Conway and
Mr. Chow Ming Sang. Mr. Zhao Jiejun is the chairman of the
Nomination Committee.

The primary duties of the Nomination Committee are to
review the structure, size and composition (including the skills,
knowledge and experience) of the Board at least annually and
make recommendations on any proposed changes to the Board to
complement the Company’s corporate strategy; identify individuals
suitably qualified to become Board members and select or make
recommendations to the Board on the selection of, individuals
nominated for directorships; assess the independence of
independent non-executive directors; and make recommendations
to the Board on the appointment or re-appointment of directors
and succession planning for directors, in particular the chairman of
the Board and the chief executive. The Nomination Committee has
been provided with sufficient resources to discharge its duties.

During the year, the Nomination Committee held one meetings
and has reviewed and recommended the structure, diversity, size
and composition (including skills, knowledge and experience) of
the Board. It reviewed the independence of the independent non-
executive Directors. It also made recommendations to the Board
on retiring Directors for re-election at the annual general meeting
held on 12 June 2024.

The terms of reference of the nomination committee are available
on the Company Website and the HKEX Website.

Nomination Policy

The Company adopted a nomination policy for directorship (the
“Nomination Policy”, available on the Company Website) in 2018
which supplemental to the Terms of Reference of the Nomination
Committee of the Board (the “Nomination Committee”). It aims
at setting out the processes and criteria for the nomination of a
candidate for directorship in the Company and ensures that all
nominations of Board members are fair and transparent in order
to facilitate the constitution of the Board with a balance of skills,
experience and diversity of perspectives that is appropriate to the
requirements of the Company’s business.
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SUSTAINABILITY COMMITTEE

The principal responsibilities of the Sustainability Committee
include evaluating and making decisions on the Group's
sustainability, environmental, social and governance development
strategies, reviewing the Group's sustainability strategies,
objectives and risk identification and monitoring the performance
of implementing ESG strategies. The Sustainability Committee held
one meeting during the year.

Members of the Sustainability Committee comprise Mr. Sun
Yugang and Mr. Zhu Xiaohui (executive Directors), Mr. Zhang Ping
(non-executive Director) and Mr. Li Shengli and Mr. Lee Kong Wai,
Conway (independent non-executive Directors). Mr. Zhang Ping is
the chairman of the Sustainability Committee.

STRATEGY AND DEVELOPMENT COMMITTEE

The Strategy and Development Committee comprised one
executive Director, Mr. Sun Yugang, three non-executive Directors,
namely, Mr. Zhao Jiejun, Mr. Chen Yiyi and Ms. Gan Lu, and one
independent non- executive Director, Mr. Li Shengli. The Strategy
and Development Committee is chaired by Mr. Zhao Jiejun.

The principal duties of the Strategy and Development Committee
include advising on long-term development strategies and
significant investments of the Group, and conducting studies and
making recommendations on important matters that would affect
the development of the Company.

AUDITOR’S REMUNERATION

The Group's external auditors are Deloitte Touche Tohmatsu. The
Audit Committee is responsible for the appointment of external
auditors and reviewing the non-audit services (including any
potential conflict of interest) performed by the external auditors.
The amount of fees charged by the auditor generally depends
on the scope and volume of the auditor’'s work. For the year, the
remuneration to the auditor of the Company were approximately
RMB3.0 million (2023: RMB2.9 million) for audit services and RMB1.5
million for non-audit services, including RMB1.35 million for interim
review and RMBO0.15 million for other service (2023:RMB1.52 million,
including RMB1.35 million for interim review and RMBO0.17 million
for other service).
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DIRECTORS’ AND AUDITOR'’S
RESPONSIBILITIES FOR THE ACCOUNTS

The Directors acknowledge their responsibility to prepare the
consolidated financial statements that give a true and fair view
of the state of affairs of the Group. Meanwhile, the Directors are
responsible for ensuring that appropriate accounting policies
are selected and applied consistently; and that judgments and
estimates made are prudent and reasonable. In preparing the
consolidated financial statements for the year ended 31 December
2024, the requirements of the International Financial Reporting
Standards, International Accounting Standards and Interpretations
(collectively “IFRSs”) issued by the International Accounting
Standards Board and the applicable laws were complied with.

The Board was not aware of any material uncertainties relating
to events or conditions that might cast significant doubt upon
the Group's ability to continue as going concern. The Board has
prepared the consolidated financial statements on a going concern
basis.

The reporting responsibilities of external auditors of the Company
are disclosed in “Independent Auditor’'s Report” on pages 121 to
127 of this annual report.

Pursuant to code provision D.1.2 of the CG Code, the management
of the Company has provided all members with monthly updates
giving a fair and understandable assessment of the Company’s
performance, financial position and prospects in sufficient detail
to enable the Board as a whole and each Director to discharge his
duties under Rule 3.08 and Chapter 3 of the Listing Rules during
the year.
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RISK MANAGEMENT AND INTERNAL
CONTROL

The Board is responsible for annually reviewing the effectiveness
of the risk management and internal control system of the Group.
The scope of the review is determined and recommended by
the Audit Committee. The review covers all material controls,
including financial, operational and compliance controls and risk
management functions. Such review also considers the adequacy
of resources, qualifications and experience of the staff of the
Company in relation to its accounting and financial reporting
function, and their training programmes and budget. Risk
management and internal control review reports are circulated to
the Audit Committee members and the Board in accordance with
the approved scope.

During the year, the Group has complied with Code Provision
D.2 of the CG Code by establishing appropriate and effective risk
management and internal control systems. The major features of
the risk management and internal control systems are set out as
below:

Risk Management System

The Group adopts a risk management system which manages
the risk associated with its business and operations. The system
comprises the following phases:

J Identification: Identify ownership of risks, business objectives
and risks that could affect the achievement of objectives.

J Evaluation: Analyze the likelihood and impact of risks and
evaluate the risk portfolio accordingly.

. Management: Consider the risk responses, ensure effective
communication to the Board and on-going monitoring of the
residual risks.

The Board together with senior management monitor and assess
risk regularly, boost related management standards and evaluate
investment projects. Based on the risk assessments conducted for
the year under review, no significant risk was identified.
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Internal Control System

The Company has in place an internal control system. The
framework of the system enables the Group to achieve objectives
regarding effectiveness and efficiency of operations, reliability
of financial reporting and compliance with applicable laws and
regulations. The components of the framework are shown as follow:

. Control Environment: A set of standards, processes and
structures that provide the basis for carrying out internal
control across the Group.

o Risk Assessment: A dynamic and iterative process for
identifying and analyzing risks to achieve the Group's
objectives, forming a basis for determining how risks should
be managed.

o Control Activities: Action established by policies and
procedures to help ensure that management directives to
mitigate risks to the achievement of objectives are carried
out.

J Information and Communication: Internal and external

communication to provide the Group with the information

needed to carry out day-to-day controls.

o Monitoring: Ongoing and separate evaluations to ascertain
whether each components of internal control is present and
functioning.

Internal Audit

Internal audit is an independent function reporting to the Audit
Committee and senior management of the Group. It provides an
independent and objective assurance to safeguard the Group's
operations. It effectuates a systematic and disciplined approach to
evaluate and improve the Group's process on risk management,
internal control and governance. The risk based audit plans ensure
that high risk areas of the Group’s operations and resources are
specifically attended to ad hoc reviews are conducted on areas of
concern where necessary.
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The Board, through the Audit Committee, reviews the adequacy
of resources, training programmes, budget, qualifications and
experience of the accounting, internal audit and financial reporting
staff in accordance with the requirements of the Listing Rules. The
Audit Committee and the Board review the effectiveness of the risk
management and internal control systems of the Group and fulfill
the requirement of the CG Code regarding risk management and
internal control systems in general. During the year, the internal
audit department has conducted audit on farms at different regions
of the Group and reported to the senior management. The internal
audit department of the Group has also reviewed the connected
transaction of the Group and report to Audit Committee.

Based on the internal control reviews conducted for the year,
no significant control deficiency was identified, and the financial
internal control system, and risk management system, procedures
and policies are in place.

The Audit Committee is satisfied that the risk management system
and internal control system maintained by the Group are sufficient
to provide reasonable, but not absolute, assurance that the
Group's assets are safeguarded against loss from unauthorized use
or disposition, and that transactions are properly authorized and
proper accounting records are properly maintained.

Handling and Dissemination of Inside Information

The Group has formulated an internal code on Information
Disclosure to ensure the truthfulness, accuracy, completeness and
timeliness of information disclosure of the Group in accordance
with the requirements of the SFO and the Listing Rules. The
Internal Code provides for detailed rules in the following areas.

- basic principles of information disclosure

- information that needs to be disclosed and the criteria
thereof

- duties of the parties responsible for information disclosure

- procedures for the circulation, review and disclosure of
information

- confidentiality of the undisclosed information

- information communication system with investors, securities
analysts and the media, etc.

- accountability and handling measures
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The senior management has reviewed the risk management and
internal control system of the Group for the year and considered
them to be effective and adequate.

The Group will continue to enhance the system to cope with the

changes in the business environment.

DIVIDEND POLICY

Under the Company's dividend policy, the declaration and
payment of dividends shall be determined at the sole discretion
of the Board. The Company'’s ability to distribute dividends will
depend on, among others, the profits, operating results, cash flow,
financial condition, contractual restrictions, capital requirements
and other factors of the Company which the Directors consider
relevant, and the interests of the shareholders of the Company. The
remaining profit will be used for the development and operation of
the Group.

The Company's distribution of dividends shall also comply with any
restrictions under the applicable laws of the Cayman Islands, the
laws of Hong Kong, the Listing Rules and the Articles of Association
of the Company, as well as subject to the approval of shareholders
of the Company.

MECHANISMS ENSURING INDEPENDENT
VIEWS AVAILABLE TO THE BOARD

The Company has put in place a mechanism as set out below to
ensure independent views and input are available to the Board
during the year.

Composition of the Board and Board Committees

The Board endeavours to ensure the appointment of at least three
independent non-executive directors ("INED(s)") and at least one-
third of its members being INEDs (or such higher threshold as may
be required by the Listing Rules from time to time). Apart from
complying with the requirements prescribed by the Listing Rules
as to the composition of certain Board committees, INEDs will
be appointed to other Board committees as far as practicable to
ensure independent views are available.
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Independence Assessment

The Nomination Committee must strictly adhere to the Nomination
Policy and the independence assessment criteria as set out in
the Listing Rules with regard to the nomination and appointment
of INEDs. Each INED is also required to inform the Company as
soon as practicable if there is any change in his/her own personal
particulars that may materially affect his/her independence.

The Nomination Committee is mandated to assess annually the
independence of all INEDs by reference to the independence
criteria as set out in the Listing Rules to ensure that they can
continually exercise independent judgement.

Compensation

No equity-based remuneration (e.g. share options or grants) with
performance related elements will be granted to INEDs as this
may lead to bias in their decision making and compromise their
objectivity and independence.

The Board reviews the implementation and effectiveness of the
above mechanisms on an annual basis.

ANTI-CORRUPTION POLICY

The Company attaches great importance to the construction of
clean government and anti-corruption work. We have established
management systems and set up the discipline inspection office
to implement various requirements on anti-corruption work to
strictly manage corruption issues and ensure that every member of
the Company adheres to the bottom line of business ethics. The
Company has perfected the anti-corruption policy, strictly prohibits
the employees from accepting any form of rebates, agency fees,
facilitation fees and gifts, and strictly prohibits management
personnel from taking advantage of their positions to seek personal
benefits for relatives and specific related persons to prevent
conflicts of interest. The Company strengthens the supervision
and inspection of high-risk nodes and fields, encourages internal
mutual supervision, and continues to carry out training to deepen
the awareness of integrity.
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Whistle-blowing Mechanism

The Group always upholds the practice of integrity and law-abiding
spirit among the Group from all levels. All employees all well aware
and supported about the importance of anti-corruption. The Group
has along well established whistle-blowing policy so encourage and
allow employees to raise concerns about possible improprieties in
matters of financial reporting, compliance, and other malpractices
at the earliest. Employees can raise concerns, in confidence,
about possible improprieties such as misconduct and malpractice
in any matter related to the Group. Complaints received will be
handled in a prompt and fair manner. The policy aims at protecting
the whistle-blowers from unfair dismissal, victimisation, and
unwarranted disciplinary actions. Anti-corruption-related trainings
are conducted annually among all farms and subsidiaries. During
the year, all employees have received anti-corruption training,
including seminars, online training and publicity articles. The Group
will reviewed the mechanism and whistle-blowing policy annually
and to ensure its effectiveness.

COMMUNICATION WITH SHAREHOLDERS

Effective Communication

The Company discloses relevant information to Shareholders
through the Company’s annual report and consolidated financial
statements, the interim report, as well as the annual general
meeting. The section under “Chairman's Statement”, “"CEO's
Statement” and “Management Discussion and Analysis” of the
annual report facilitate the Shareholders’ understanding of the
Company’s activities. The annual general meeting allows the
Directors to meet and communicate with the Shareholders. The
Company's consolidated financial statements and each of the
required disclosure of information are dispatched within the
prescribed period imposed by laws and regulations.

To manage its relationship with the investment community, the
Group meets regularly with the press and financial analysts and
participates frequently in other conferences and presentations.

To further promote effective communication, the corporate website
is maintained to disseminate Company announcements and other
relevant financial and non-financial information electronically on a
timely basis.
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Shareholders may at any time send their written enquiries and
concerns to the Company, either by post or facsimiles, together
with his/her contact details, such as postal address, email address
or fax number, via the company secretary whose contact details are
as follows:

The Company Secretary

China Modern Dairy Holdings Ltd.
Room A, 32/F., COFCO Tower
262 Gloucester Road

Causeway Bay, Hong Kong
Telephone: (852) 2851-0525

Fax: (852) 2851-6980

SHAREHOLDERS RIGHTS

Procedure for Shareholders to Convene an Extraordinary
General Meeting

Pursuant to the Articles of Association, any one or more
Shareholders holding not less than one-tenth of the issued share
capital of the Company carrying the right of voting at general
meetings may require an extraordinary general meeting by a
written requisition to the Board or the Company Secretary either
via personal delivery or mail (Attn: Board of Directors/Company
Secretary, at Room A, 32nd Floor, COFCO Tower, 262 Gloucester
Road, Causeway Bay, Hong Kong “Hong Kong Principal Office"”)
or via email (info@moderndairyir.com). The Board shall proceed
duly within 21 days from the date of deposit of the requisition to
convene a general meeting to be held within a further 21 days.
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Procedures for Director’s Nomination and Election by
Shareholders

If a shareholder wishes to propose a person other than a retiring
director for election as a director at a general meeting, the
shareholder should lodge at Hong Kong Principal Office, (a) a
written notice signed by such shareholder (other than the proposed
person) duly qualified to attend and vote at the meeting of his/
her intention to propose such person for election; and (b) a written
notice by the proposed person indicating his/her willingness to be
elected together with the personal information of the proposed
person as required by Rule 13.51(2) of the Listing Rules and consent
of publication of his/her personal information. The period during
which the aforesaid notice may be given shall be seven days (or
such other period as determined and announced by the Board).
Such period will commence on the day after the dispatch of the
notice of general meeting and end no later than seven days prior
to the date of such general meeting. The Company would take
appropriate actions and make necessary arrangements, once valid
notice is received.

Procedures for Sending Enquiries to the Board
Shareholders may send their enquiries requiring the Board's
attention to the Company Secretary at the Company’s Hong Kong
Office. The Company Secretary forwards communications relating
to matters within the Board's purview to the Board.

Procedures for Making Proposals at Shareholder’s Meeting
Shareholders are welcomed to suggest proposals relating to
the operations, strategy and/or management of the Group to
be discussed at general meetings. Proposals shall be sent to the
Board pursuant to the following address via personal delivery, mail
or courier to: Attention: Shareholder Communication, Board of
Directors, Hong Kong Office.

The Board may, in its sole discretion, consider if such proposals
are appropriate and shall be put forward to the Shareholders for
approval at next annual general meeting or at an extraordinary
general meeting to be convened by the Board, as appropriate.
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Voting by Way of Poll

Pursuant to Rule 13.39(4) of the Listing Rules, all votes of the
Shareholders at the annual general meeting must be taken by
poll. The chairman of the meeting will therefore demand a poll
for every resolution put to the vote of the annual general meeting
pursuant to article 14.6 of the Articles of Association. The relevant
details of the proposed resolutions, including biographies of each
Director standing for re-election, will be included in the circular
to Shareholders dispatched together with this annual report.
The Company will announce the results of the poll in the manner
prescribed under Rule 13.39(5) of the Listing Rules.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding securities
transactions by Directors on terms no less exacting than the
required standard set out in the Model Code for Securities
Transactions by Directors of Listed Issuers set out in Appendix C3
of the Listing Rules. Having made specific enquiry of all Directors,
all Directors confirmed that they have complied with the required
standard set out in the code of conduct regarding securities
transactions by Directors adopted by the Company during the year.

INVESTOR RELATIONS

The Company adopts a proactive policy in promoting investor
relations and communications. When the Company announces its
interim and annual results, management will normally meet with
institutional investors, financial analysts and financial media, provide
briefings on the business progress and recent developments of
the Company. The Company has regularly participated in investor
summits and conferences to enhance communication with the
investment community. Investors are welcomed to send their
enquiries to our investor relation at info@moderndairyir.com or
browse the Company’s website (http://www.moderndairyir.com) for
latest update information of the Group. Therefore, the Company
has reviewed the implementation and effectiveness of the above
shareholders’ communication policy conducted during the year
and is satisfied that the policy has been implemented effectively.
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REPORT OF THE DIRECTORS

The board of directors of the Company (the “Board”) is pleased to
present its report together with the audited consolidated financial
statements of the Company and its subsidiaries (collectively, the
"Group” or "we/us") for the year ended 31 December 2024 (the
“year"” or “2024") which were approved by the Board on 25 March
2025.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
The principal activities of its subsidiaries are mainly engaged in
production and sales of premium raw milk, trading, production and
sales of feeds.

With the support of the solid core business of raw milk, the Group
has been expanding into feeds, forage grass, intelligent digital
platforms, breeding and other businesses in a steady and orderly
manner, effectively adjusting the resource utilization during the
year, and resulting in two major business segments: (1) the raw milk
business, and (2) the integrated dairy farming solutions business.
The synergistic benefits between the segments are maximized
following the consolidation of businesses, laying a solid foundation
for the Group's high-quality and sustainable development.

The particulars of the subsidiaries are set out in note 46 to the
consolidated financial statements.

CONSOLIDATED FINANCIAL STATEMENTS

The results of the Group for the year and the state of affairs of
the Company and the Group as at that date are set out in the
consolidated financial statements and the notes on pages 128 to
306.

BUSINESS REVIEW

The business review of the Group, including a fair review of
the Group's business, a description of the principal risks and
uncertainties faced the Group, particulars of important events
affecting the Group that have occurred since the end of the
financial year, an indication of likely future development in the
Group's business, key performance indicators, environmental
policies and performance, and the Group's key relationships with
its employees, customers and suppliers and others that have a
significant impact on the Group and on which the Group's success
depends, is set out in the sections of this annual report headed
“"Chairmen’s Statement”, "CEO’s Statement”, “Management
Discussion and Analysis”, "Corporate Governance Report” and in
the notes to the financial statements.
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Other than financial performance, the Group believes that a high
standard of corporate social responsibility is essential for building
up a good corporate and social relationship and motivating
staff and creating a sustainable return to the Group. We are
committed to contributing to the sustainability of the environment
and community in which we conduct business and where our
stakeholders live.

SHARE CAPITAL

Details of the movement in the share capital of the Company
during the year are set out in note 35 to the consolidated financial
statements.

COMPLIANCE WITH LAWS AND
REGULATIONS

The Group’s main operations are carried out by the Company’s
subsidiaries operating in the PRC while the Company itself is
incorporated in Cayman Islands its shares listed on the Main Board
of The Stock Exchange of Hong Kong Limited (the “Hong Kong
Stock Exchange”). The Group’s operations are mainly regulated by
the applicable laws and regulations of Cayman Islands, Hong Kong
and PRC. For the year ended 31 December 2024 and up to the date
of this report, the Board was not aware of any non-compliance with
the relevant laws and regulations that have a significant impact on
the Company.

Please refer to the discussions in this report and the “Corporate
Governance Report” for further details on the Group’s compliance
with the relevant laws and regulations.

CORPORATE GOVERNANCE

In view of the Board, the Company has applied the principles and
complied with all the code provisions of the Corporate Governance
Code as set out in Appendix C1 to the Listing Rules the year under
review. Details of the Company’s work in corporate governance
during the year are disclosed in the "Corporate Governance
Report” on pages 62 to 86 of this annual report.

ENVIRONMENTAL POLICIES AND
PERFORMANCE

The Group strictly endeavoured to comply with laws and
regulations regarding environmental protection and adopted
effective environmental technologies to ensure our products meet
the required standards and ethics. A discussion on the Group’s
environmental policies and performance is contained in the
Environmental, Social and Governance Report ("ESG Report”)
prepared in accordance with the ESG Reporting Guide of Stock
Exchange will be released separately in April 2025.
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PURCHASE, SALE OR REDEMPTION OF THE BE - HEdBEAQATZLETRES

COMPANY'S LISTED SECURITIES

Save as disclosed in this report, neither the Company nor any of BREAIFEWEIN - RER - KA E) SRKEA (K
its subsidiaries purchased, redeemed, cancelled or sold any of the BARMEREE - BER » F#HAHEAQRZ
Company'’s listed securities during the year, except that the trustee ~ _EM & 7 - AR R ZBRDEENF B 2 ZFEAR
of the share award scheme of the Company, pursuant to the rules  IEFTEI 2R BIRBEBB AT RAFAMISZHEES
of which, purchased on the open market of the Main Board of the ~ ££71,585,000/% (20234 : 62,123,000/%) A A &) &
Hong Kong Stock Exchange a total of 71,585,000 (2023: 62,123,000 BIZ{EARBIMERMD Z B - R{E4 A57,494,000
shares) ordinary shares of the Company, served as restricted BT (HHE RN AR#52,590,0007T) (20234 :
shares at a consideration of approximately HK$57,494,000 48,488,000/ 7t (12 & 7 AR #44,470,0007T)) ° A&
(equivalent to RMB52,590,000) (2023: HK$48,488,000 (equivalent to ~ FEA » AR FBIERMDBRIOT
RMB44,470,000)).The repurchase of shares of the Company during

the year is as below:

No. of Shares

purchased
2024 20244 BROBEHAE
May 5A 26,950,000
June 6H 9,964,000
October 10A 16,617,000
November 1A 16,377,000
December 12A 1,677,000

71,585,000

No. of Shares

purchased
2023 20234 BB ERE
July 7H 18,600,000
September 9H 23,410,000
October 10H 11,998,000
November 1A 7,574,000
December 12H 541,000

62,123,000
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PROPOSED FINAL DIVIDEND

The Board has recommended the payment of a final dividend
of RMB0.0122 (2023: RMBO0.0045) per ordinary share for the year
ended 31 December 2024. Upon shareholders’ approval at the
forthcoming annual general meeting of the Company, which will be
held on Thursday, 12 June 2025 (the “2025 AGM"), the proposed
final dividend will be paid on or about Friday, 27 June 2025 to
shareholders whose names appear on the register of members of
the Company on Friday, 20 June 2025. Currently, the Company
is not aware of any arrangement under which a Shareholder has
waived or agreed to waive any dividends.

No interim dividend was paid during the year (2023: nil).

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from
Monday, 9 June 2025 to Thursday, 12 June 2025, both days
inclusive, for the purpose of ascertaining shareholders’ eligibility
to attend and vote at 2025 AGM. In order to be eligible to attend
and vote at 2025 AGM, all transfer documents accompanied by
the relevant share certificates must be lodged for registration
with the Company’s branch share registrar and transfer office,
Computershare Hong Kong Investor Services Limited at Shops
1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East,
Wanchai, Hong Kong not later than 4:30 p.m. on Friday, 6 June
2025.

The register of members of the Company will be closed from
Wednesday, 18 June 2025 to Friday, 20 June 2025, both days
inclusive, for the purpose of ascertaining shareholders’ entitlement
to the proposed final dividend. In order to establish entitlements to
the proposed final dividend, all transfer documents accompanied
by the relevant share certificates must be lodged for registration
with the Company’s branch share registrar and transfer office,
Computershare Hong Kong Investor Services Limited at the same
address as set out above not later than 4:30 p.m. on Tuesday, 17
June 2025.

DONATIONS
Charitable and other donations made by the Group during the

year amounted to approximately RMB2.33 million (2023: RMB5.04
million).
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RELATIONSHIPS WITH EMPLOYEES

The employees of the Group are one of the most important assets
and stakeholders of the Group and their contribution and support
are values at all times. The Group regularly reviews compensation
and benefits policies accordingly to industry benchmark as well as
the individual performance of employees. Other fringe benefits,
mandatory provident fund, share options, restricted share award,
employee partnership program and cash-based incentive award
are provided to retain loyal employees with the aim to form a
professional staff and management team that can bring the Group
to different levels of success.

RELATIONSHIPS WITH SUPPLIERS

The Company adopts an open, fair and impartial procurement
policies, and takes the lead in formulating industry standards
as a win-win approach for a healthy development of the dairy
industry. The quality and safety of feed are always our primary
consideration. We have established long-term cooperation
relationship with a number of suppliers, and strived to ensure that
they are in compliance with our undertaking on quality and ethics.
We require the suppliers to observe our undertaking on integrity.
We have stringent requirements in supplier selection and that
they must satisfy the qualification requirements in quality, safety,
nutrients, historical record and overall performance etc. and pass
our constant examination and evaluation before becoming our
qualified suppliers.

RELATIONSHIPS WITH CUSTOMERS

To provide high quality products and services to customers are
always our mission. Customers’ need and demand are always
our top consideration. With the increase of income and the
popularization of health concepts, the demand of dairy products
is increasingly augmented with a growing tendency for diversified
products.

We, together with Mengniu Group expand the sales network and
increase sale forms, setting up outlets in large supermarkets. By
doing so, we hope to gradually develop customers, deliver our
fresh milk products in time, and meet consumers’ demand.
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PERMITTED INDEMNITY PROVISION

Pursuant to the Company’s Articles of Association, every
Director shall be entitled to be indemnified out of the assets of
the Company against all loss or liabilities (to the fullest extent
permitted by the Companies Law of the Cayman Islands) which he/
she may sustain or incur in or about the execution of the duties of
his/her office or otherwise in relation thereto. The Company has
arranged appropriate directors’ and officers’ liability coverage for
the Directors and officers of the Company.

REMUNERATION OF THE DIRECTORS

The remuneration of each Director is determined with reference
to the duties, responsibilities, performance of the Directors, the
results of the Group and the prevailing market rate.

Details of the remuneration of the Directors are set out in note 12
to the consolidated financial statements.

CORPORATE GOVERNANCE PRACTICES

Details of the Company’s corporate governance practices are set
out in page 62 of this annual report.

DISTRIBUTABLE RESERVES

Details of the movements in the reserves of the Group and of the
Company during the year are set out in the consolidated statement
of changes in equity on pages 132 and note 48 to the consolidated
financial statements. The Company's distributable reserves,
calculated in accordance with the Companies Law of Cayman
Islands, amounted to approximately RMB7,716.9 million as at 31
December 2024 (2023: RMB7,650.1 million).

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on pages 307 to 308.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in the property, plant and equipment
of the Group are set out in note 16 to the consolidated financial
statements.

INTEREST-BEARING BORROWINGS

Particulars of the interest-bearing borrowings of the Group as
at 31 December 2024 are set out in notes 28, 29 and 30 to the
consolidated financial statements of this annual report.
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MAJOR CUSTOMERS AND SUPPLIERS

The turnover attributable to the Group’s primary customers,
Mengniu Group, accounted for approximately 72.6% (2023: 70.7%)
of the Group's total turnover for the year. The Group's five largest
customers contributed in aggregate 79.6% (2023: 78.4%) of the
Group's total turnover for the year.

During the year, the five largest suppliers of the Group in
aggregate represented 14.5% (2023: 12.8%) of the Group's total
purchases. Purchases from the largest supplier accounted for
approximately 4.0% (2023: 3.1%) of the Group's total purchases.

Save as disclosed under the paragraph headed “Continuing
Connected Transactions” and the interest in Mengniu of Mr. Zhang
Ping, Mr. Zhao Jiejun and Mr. Chen Yiyi as disclosed in the section
headed “Directors’ and Chief Executives’ Interests and Short
Positions in Shares, Underlying Shares and Debentures” below of
this report, none of the Directors or any of their associates or any
shareholder (which, to the best knowledge of the Directors, owns
more than 5% of the Company'’s share capital) had any beneficial
interest in the Group's top five largest customers and suppliers.

DIRECTORS
The Directors during the year ended 31 December 2024 and up to

the date of this report were:

Executive Directors
Mr. Sun Yugang (Chief Executive Officer)
Mr. Zhu Xiaohui (Chief Financial Officer)

Non-executive Directors

Mr. Zhao Jiejun (Chairman of the Board)
Mr. Zhang Ping

Mr. Chen Yiyi

Ms. Gan Lu

Independent Non-executive Directors
Mr. Li Shengli (Lead INED)

Mr. Lee Kong Wai, Conway

Mr. Chow Mang Sang

By virtue of Article 17.2 of the Articles of Association, the Board
shall have power from time to time and at any time to appoint any
person as a Director either to fill a casual vacancy or as an addition
to the Board. Any Director so appointed shall hold office only until
the next following annual general meeting of the Company and
shall then be eligible for re-election at that meeting.
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In accordance with Article 17.18 of the Articles of Association of the
Company, Mr. Zhang Ping, Mr. Sun Yugang and Mr. Li Kong Wai,
Conway retire by rotation and, being eligible, offer themselves for
re- election at the forthcoming 2025 AGM as at the date of this
report.

Long Servicing INEDs

Mr. Lee Kong Wai, Conway has served as independent non-
executive Directors for more than 9 years and re-election of
him will be subject to a separate resolution to be approved by
the Shareholders pursuant to the Listing Rules. The Company
has received from each of the independent non-executive
Directors, including Mr. Lee Kong Wai, Conway, a confirmation
of independence pursuant to Rule 3.13 of the Listing Rules. As
independent non-executive Directors with in-depth understanding
of the Company’s operations and business, Mr. Lee Kong Wai,
Conway has expressed objective views and given independent
guidance to the Company over the years, and they continue
demonstrating a firm commitment to their roles. The Board
considers that the long service of Mr. Lee Kong Wai, Conway
would not affect his exercise of independent judgement and
is satisfied that Mr. Lee Kong Wai, Conway has the required
character, integrity and experience to continue fulfilling the role
of independent non-executive Directors. The Board considers the
re-election of Mr. Lee Kong Wai, Conway as independent non-
executive Directors are in the best interest of the Company and
the Shareholders as a whole. The Nomination Committee assessed
and reviewed the independence of all independent non-executive
Directors, including Mr. Lee Kong Wai, Conway who will be re-
elected at the 2025 AGM by a separate resolution to be approved
by the Shareholders pursuant to the Listing Rules.

The Company considers that all the independent non-executive
Directors are independent pursuant to the criteria set out in Rule
3.13 of the Listing Rules and that a confirmation of independence
has been received from each of them.

Biographical Details of Directors and Senior Management
Biographical details of the Directors and the senior management of
the Group as at the date of this annual report are set out on pages
53 to 61.

Directors’ Services Contracts

None of the Directors being proposed for re-election at the 2025
AGM has a service contract which is not determinable by the
Company or any of its subsidiaries within one year without payment
of compensation, other than normal statutory obligations.
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DIRECTORS’ INTERESTS — LONG AND SHORT
POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31 December 2024, the interests and short positions of
the Directors and the chief executives of the Company and
their respective associates in the shares, underlying shares and
debentures of the Company or its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance
(Chapter 571 of the laws of Hong Kong) (the “SFO")) as recorded in
the register required to be kept by the Company under Section 352
of the SFO or as otherwise notified to the Company and the Hong
Kong Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code")

were as follows:

Long Positions in the Shares and Underlying Shares of the
Company
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Shares or percentage of

underlying shareholding

Name of Director Nature of interest Shares interest
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Mr. Sun Yugang Beneficial owner 17,808,287 0.22%
HEMEAE ERFAA

Mr. Zhu Xiaohui Beneficial owner 10,208,593 0.13%
REE LA EnFAA

“ECNFFE PRARKURERERAR

95



REPORT OF THE DIRECTORS
EFEEeRESE

Interest in Associated Corporation
Long positions in the shares of the associated corporation are set
out below:

iNYiEE

RAEEE A B R R i
EEBRD AT

Number of Approximate

shares in percentage of

associated shareholdings

Name of Director Name of associated corporation corporation interest

RAEBEE REBQ

EEHR M EEEE RADEE Bot

Mr. Zhao Jiejun China Mengniu Dairy Company Limited 1,756,142 0.04%
HEELEE PERFIRERAF

Mr. Zhang Ping China Mengniu Dairy Company Limited 1,378,232 0.04%
REFSELE PRERFAEBFRAA

Mr. Chen Yiyi Nete China Mengniu Dairy Company Limited 1,768,064 0.05%
R — L PERFIAERERATF

Note: Bt

Mr. Zhang Ping, Mr. Zhao Jiejun and Mr. Chen Yiyi are non-executive
Directors of the Company. Mr. Zhang Ping is also the chief financial officer
of Mengniu Group. Mr. Zhao Jiejun is the head of animal husbandry industry
chain business unit of Mengniu Group. Mr. Chen Yiyi, is a vice president
and head of strategy management of Mengniu Group, and is responsible
for the strategic and investment management of Mengniu Group. As at the
date of this report, Mengniu holds 56.36% of the issued share capital of the
Company.

Saved as disclosed above, as at 31 December 2024, none of the Directors
and the chief executives of the Company and their respective associates
had any interests and short positions in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within the
meaning of Part XV of the SFO) as recorded in the register of the Company
required to be kept under Section 352 of the SFO or as otherwise notified
to the Company and the Hong Kong Stock Exchange pursuant to the Model
Code.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENT OR CONTRACTS

No transaction, arrangement or contract of significance in relation
to the Group's business to which the Company or any of its
subsidiaries was a party and in which a Director had a material
interest, whether directly or indirectly, subsisted at the end of the
year or at any time during the year.
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CONVERTIBLE SECURITIES, WARRANTS,
OPTIONS OR SIMILAR RIGHTS

Proposed Issuance of Unlisted Options under Specific
Mandate

Pursuant to the option agreement dated 1 February 2024 (the
"Option Agreement”) entered into between the Company
and China Agricultural Reclamation Industry Development Fund
(Limited Partnership) (FEI R EXERES(BRE %) (“China
Agricultural”), the Company agreed to grant an option to China
Agricultural to subscribe for the option shares at the exercise
price as set out in the Option Agreement. Assuming that the
total subscription amount of the option shares is RMB600 million
(or the equivalent amount in HK$) at the option exercise price of
HK$2.06, the number of shares to be issued to China Agricultural
is 314,915,434 shares upon full exercise of the option based on the
exchange rate of HKD1:RMB0.92489 on 31 December 2024.

For further details, please refer to the announcement of the
Company dated 1 February 2024 and the circular of the Company
dated 26 April 2024.

Saved as disclosed above, there is no conversion or subscription
rights under any convertible securities, warrants or options or
similar rights issued or granted by the Company or any of its
subsidiaries during the year or subsisted at the end of the year. In
addition, no equity-linked agreements were entered into by the
Company, or existed during the year.

EVENTS AFTER THE REPORTING PERIOD

Issue of Domestic Short-term Debentures in the PRC by a
Subsidiary

Reference is made to the announcement dated 9 January 2025
(the “Announcement”, terms used in this section shall have the
same meanings as defined in the Announcement), that Modern
Farming (Group) Co., Ltd.* GRAUH (R E) B R A F)) (the “Issuer”),
a non-wholly owned subsidiary of the Company has obtained
the approval from the National Association of Financial Market
Institutional Investors to issue domestic short-term debentures of
principal amount RMB200 million at 2.1% per annum with 365 days
tenure in the PRC.

Saved as disclosed above, no other material events occurred
during the year and up to the date of this report.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of
the whole or any substantial part of the business of the Group were
entered into or existed during the year.
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EQUITY-LINKED AGREEMENTS

Save for the share incentive scheme as set out below and the
Proposed Issuance of Unlisted Options under Specific Mandate
under the section “CONVERTIBLE SECURITIES, WARRANTS,
OPTIONS OR SIMILAR RIGHTS”, the Company has not entered
into any equity-linked agreement during the year ended 31
December 2024.

SHARE AWARD SCHEMES

On 26 March 2018 the Company adopted a share award scheme
(the “Share Award Scheme"”) which shall remain effective for ten
years. The goal of the share award schemes are to motivate the
employees to maximize the value of and share the results with
the Company in order to achieve sustainable development of the
Group.

(@) The purpose of the Share Award Scheme
The purpose of the Share Award Scheme is to recognise and
motivate the contribution of certain members of management
of the Group and to provide incentives and help the Group
in retaining its existing members of management and to
provide them with a direct economic interest in attaining the
long-term business objectives of the Group.

(b) Eligible Participants
The eligible participants include all members of the middle
and senior management of any member of the Group.

(¢)  Maximum number of shares available under the Share
Award Scheme
The maximum number of Shares which may be purchased
by the scheme trustee each year is set at 1% of the number
of issued ordinary shares of the Company at the preceding
annual general meeting.

The maximum number of share award that may be granted
under the Share Award Scheme in aggregate shall be such
number of Shares held or to be held by the scheme trustee
from time to time.

As at 31 December 2024, the total number of Shares held by
the scheme trustee was 112,480,960.

The Share Award Scheme shall be subject to the
administration of the Board and the scheme trustee in
accordance with the scheme rules and the trust deed
between the Company and the scheme trustee. The scheme
trustee is an independent third party to the Company.
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(d)

Maximum entitlement of each eligible participant
under the Share Award Scheme

There is no specific limit on the maximum entitlement of each
participant under the Share Award Scheme. Accordingly, the
maximum entitlement of each participant is subject to the
limits imposed under the Listing Rules.

Vesting and Payment

Subject to the terms and condition of the Share Award
Scheme, upon fulfillment of all vesting conditions (if any) as
specified in the scheme rules of the Share Award Scheme
(the “Scheme Rules”) and the grant notice (as the case may
be), the respective awarded shares (the “Awarded Shares”)
held by the scheme trustee pursuant to the provision of the
Scheme Rules shall vest in such selected participants (the
“Selected Participants”) on such date(s) determined in
accordance with the vesting schedule as set out in the grant
notice or otherwise as communicated by the Company to the
Selected Participant. The Awarded Shares will be transferred
to such Selected Participant (or his nominee) by the scheme
trustee on the vesting date.

Selected Participants are not required to pay purchase price
for the Awarded Shares granted under the Share Award
Scheme.

Period of the Share Award Scheme and Termination
The Share Award Scheme shall be effective from the adoption
date, being 26 March 2018, and shall continue in full force
and effect for an initial term of ten (10) years.

The Share Award Scheme shall terminate on the tenth
anniversary of the adoption date or such earlier date as
determined by the Share Award Authorised Representatives'
sole discretion. No further Award Shares shall be granted
after the termination of the Share Award Scheme but such
termination shall not affect any Award Shares previously
granted.

Voting Rights

Unless otherwise specified in the Share Award Scheme or the
grant letter, an eligible participants under the Share Award
Scheme is not entitled to exercise voting rights, receive
dividends or dividend equivalents, and will not have any
other rights of a shareholder until the Shares are issued or
transferred to him or her. The Trustee shall not exercise any
voting rights in respect of the Shares held under the Trust .
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MOVEMENT OF THE SHARE AWARD DURING
THE YEAR

Details of the Awarded Shares and their movements during the
year are set out below:

FEERDEBNED

FREBBROFBERESHMT

Weighted

Average Average

No. of Share No. of Share Purchase Closing Price

Share Award Vesting Date Award During the year Award Price of  Closing Price  Immediately
ROZDEEAS  Unvested as £ Unvested as Share  Immediately  Before the

Bybatch: By batch: of 1.1.2024

At M R02uE

Name of Grantee or Date of First ~ Second 1A18
Type of Grantees Type Grant :}i4 "t HRBE  Granted
ERFARN  ROERALRAER e 50% 5%  RGER BRT

at 31.12.2024 Awards  Before the Vesting Date

Cancelled/ 720245 (vested)  Date of Grant ZEER

Lapsed  12A31R BOEL ) RERT REEN

Vested EBH#/ HFEE THBEE REAI il 3371
EER X% RORE (EHEEFD WEE WEE
(HKS) (HKS) (HKS)

(#7) (&) (#7)

Directors Sun Yugang 1204202 1242023 12/4/2004 2,497,000 - (497,000 - - 0.9 124 0.66
gz XA /402023 28/4/2004  28/4/2025 5,610,000 - (2:805,000) - 2805000 0.9 099 0.64
Y4204 342025 3/42026 - 5770000 - - 5770000 NAMER 068 NARER
Zhu Xiaohui 20402022 12412003 12/412004 1,498,500 - (1,498,500) - - 096 124 0.66
KEE 20412003 284204 28472025 3,273,000 - (1,636,500 - 1,636,500 09 09 0.64
Y4024 34205 342026 - 3,400,000 - - 3400000 N/ATER 068 NATER
Other Grantees ~ Five highest paid 20402022 12412003 12/412004 6043500 - (6,043,500