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Accountants’ report on Historical Financial Information of
COFCO Jiahua Industrial Limited*® and its subsidiaries
To the directors of COFCO Joycome Foods Limited

[ntroduction

We report on the historical financial information of COFCO Jiahua Industrial Limited* (P8R EEZE

BIRAE]) (the “Target Company”) and its subsidiaries (together, the “Target Group”) set out on pages
5 to 59, which comaprises the consolidated statements of financial position as at 31 December 2021,
2022 and 2023 and 30 June 2024, and the consolidated statements of profit or loss and other
comprehensive income, the consolidated statements of changes in equity and the consolidated
statements of cash flows for each of the years ended 31 December 2021, 2022 and 2023 and the six
months ended 30 June 2024 (the “Relevant Periods”) and material accounting policy information and
other explanatory information (the ‘“Historical Financial Information”). The Historical Financial
Information set out on pages 5 to 59 forms an integral part of this repart, which has been prepared
for inclusion in the circular of COFCO Joycome Foods Limited {the “Company”) dated 25 November
2024 (the “Circular”) in connection with the proposed acquisition of 100% of equity interests of the
Target Company by the Company (the “Proposed Acquisition”}.

Director’s responsibility for the Historical Financial Information

The sole director of the Target Company is responsible for the preparation of the Historical Financial
Information that gives a true and fair view in.accordance with the basis of preparation set out in Note
3 to the Historical Financial Information, and for such internal control as the sole director of the Target
Company determines is necessary to enable the preparation of the Historical Financial Information
that is free from material misstatement, whether due to fraud or error.

The directors of the Company are responsible for the contents of this Circular in which the Historical
Financial Information of the Target Group is included, and such information is prepared based on
accounting policies materially consistent with those of the Company.

Reporting accountants’ responsibility

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



Accountants’ report on Historical Financial Information of
COFCO Jiahua Industrial Limited* and its subsidiaries (continued)
To the directors of COFCO Joycome Foods Limited

Reporting accountants’ responsibility (continued)

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

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

Opinion

In our opinion, the Historical Financial Information gives, for the purpose of the accountants’ report,
a true and fair view of the Target Group’s financial position as at 31 December 2021, 2022 and 2023
and 30 June 2024 and of the Target Group’s financial performance and cash flows for the Relevant
Periods in accordance with the basis of preparation set out in Note 3 to the Historical Financial
Information.

Review of stub period comparative financial information

We have reviewed the stub period comparative financial information of the Target Group which
comprises the consolidated statement of profit or loss and other comprehensive income, the
consolidated statement of changes in equity and the consolidated statement of cash flows for the six
months ended 30 June 2023 and other explanatory information (the ““Stub Period Comparative
Financial Information”). The sole director of the Target Company is responsible for the preparation
and presentation of the Stub Period Comparative Financial Information in accordance with the basis
of preparation and presentation set out in Note 3 to the Historical Financial Information. Our
responsibility is to express a conclusion on the Stub Period Comparative Financial Information based
on our review. We conducted our review in accordance with Hong Kong Standard on Review
Engagements 2410 “‘Review of Interim Financial Information Performed by the Independent Auditor
of the Entity” issued by the HKICPA. A review consisis of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review procedures.
A review is substantially less in scope than an audit conducted in accordance with Hong Kong
Standards on Auditing and consequently does not enable us to obtain assurance that we would
become aware of all significant matters that might be identified in an audit. Accordingly, we do not
express an audit opinion. Based on our review, nothing has come to our attention that causes us to
believe that the Stub Period Comparative Financial Information, for the purposes of the accountants’
report, is not prepared, in all material respects, in accordance with the basis of preparation and
presentation set out in Note 3 to the Historical Financial Information.



Accountants’ report on Historical Financial Information of
COFCO lJiahua Industrial Limited* and its subsidiaries {continued)
To the directors of COFCO Joycome Foods Limited

Report on matters under the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited and the Companies (Winding Up and Miscellaneous Provisions) Ordinance

Adjustments

In preparing the Historical Financial Information, no adjustments to the Underlying Financial
Statements as defined on page 4 have been made.

Dividends

We refer to Note 14 to the Historical Financial Information which contains information about the
dividends declared or paid by the Target Company in respect of the Relevant Periods.

YAk

Baker Tilly Hong Kong Limited
Certified Public Accountants
Hong Kong, 25 November 2024
Wan Wing Ping

Practising certificate number P07471



HISTORICAL FINANCIAL INFORMATION OF THE TARGET GROUP
Preparation of Historical Financial Information

Set out below is the Historical Financial Information which forms an integral part of this
accountants’ report.

The consolidated financial statements of the Target Group for the Relevant Periods, on
which the Historical Financial Information is based, have been prepared in accordance with
accounting policies which conform with Hong Kong Financial Reporting Standards
(“HEKFRSs”) issned by the HKICPA and were audited by us in accordance with Hong Kong
Standards on Auditing issued by the HKICPA (“Underlying Financial Statements™).

The Historical Financial Information is presented in Renminbki (“RMB™) and all values
are rounded to the nearest thousand (RMB’000) except when otherwise indicated.



CONSOLIDATED STATEMENTS OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME
(Expressed in Remminbi)

Six months ended

Year cnded 31 December 30 June
2021 2022 2023 2023 2024
Notes RMB'000  RMB'O00  RMB'000  RMB'000  RMB'000
{Unaudired)

Revenue 5 6,980,792 7,679,488 8496194 3922018  3,247473

Cost of sales i0 (6,437,997) (7219467 (7.861,607% (3.658.202) (2,968,886}

Gross profit 542,795 460,021 634,587 263,816 278,587

Other income 7 9,480 7,146 20,941 9,523 11,383

Other gains and losses 8 4,187 4,935 (1,239 1,400 1,507

Selling and distribution expenses (220,650) (200,307  (266,639)  (121,688)  (118,123)

Administrative expenses (166,873)  (144,988) (172,617 (85,371 {72,491)

Share of results of associates 33 230 932 412 502

Finance costs 9 (6,299) (3,371 (13,827 (7,349) (4,455)

Profit before (ax i0 162,723 123,678 202,138 60,752 96,910

Income tax expense 1! (34,799) {27.876) (47,206) (16,607) (22,389
Profit and total comprehensive income

for the year/period 127,924 95,802 154,932 44,145 74,521

Profit and total comprehensive income
attributable to:
Owners of the Tarzet Company 125,361 94,450 144,130 42,899 03,417
Non-controlling interests 2,563 1,352 10,802 1,246 9,104

127,924 95,802 154,932 44,145 74,521




CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

(Expressed in Renminbi)

Non-current assets

Property, plant and equipment

Right-of-use assets

Intangible assets

Investments in associates

Prepayments for purchase of
property, plant and
equipment

Time deposits

Deferred tax assels

Current assets

Inventories

Account receivables

Prepayments, deposits and
other recejvables

Financial assets at fair value
through profit or loss

Amounts due from related
companies

Restricted bank deposits

Time deposits

Cash and bank balances

Current liabilities

Account and bills payables

Other payables, accruals and
deposits received

Lease liabilities

Contract liabilities

Bank borrowings

Amounts due to related
companies

Current tax liabilities

Notes

6
17
18
19

21
22

24

25
26
26
26

27

28
29
30
31

25

As at

As at 31 December 30 June

2021 2022 2023 2024
RMB 000 RMB'0000 RMB'000 RMB'000
506,244 673,883 694,240 691,760
95,712 100,981 90,726 96,761
29,042 24,977 21,817 19,884
3,771 21,001 21,933 18,610
2,741 2,083 1,137 1,648

- 500,000 - -

8.808 8,813 7,383 8,006
736,318 1,331,738 837,236 836,669
470,310 582,439 404,652 376,690
100,243 198,011 72,604 101,773
95,450 54,849 41,314 62,726
10,623 - - -
159,163 185,504 412,349 315,615
4,216 2,390 - -

- - 500,000 500,000
228,576 264,158 394,620 264,489
1,068,581 1,287,351 1,825,539 1,621,293
271,247 449,518 321,328 270,700
216,347 193,671 261,715 263,808
12,002 11,371 3,261 2,447
118,928 106,191 77,819 80,897
500 516,010 455,340 284,173
39,879 63,458 104,136 109,732
10,673 11,278 16,573 12,447
669,576 1,351,497 1,240,172 1,024,204




Net current
assets/(liabilities)

Total assets less current
Liabilities

Non-current liabilities
Bank borrowings
Deferred income
Deferred tax liabilities
Lease liabilities

Net assels

Capital and reserves
Paid-in capital
Reserves

Equity attributable to the
owners of the Target
Company

Non-controlling interests

Total equity

As at

As at 31 December 30 June

2021 2022 2023 2024

Notes RMB’000 RMB’000 RMB'000 RMRB’000
399,005 (64,146) 585,367 597,089

1,135,323 1,267,592 1,422,603 1,433,758

31 - 20,277 - -
32 2,431 2,286 1,154 1,078
20 67 51 109 114
29 9,967 9,029 2,052 1,718
12,465 31,643 3,315 2,910

1,122,858 1,235,949 1,419,288 1,430,848

32 303.000 303,000 303,000 303,000
806,882 901,332 1,047,293 1,038,560

1,109,882 1,204,332 1,350,293 1,341,560

12,976 31,617 68,995 89,288

1,122,858 1,235,949 1,419,288 1,430,848




CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

(Expressed in Renminbi)

Attributable to the owners of the Target Company

Non-
Share  Capital Statutory Relained controlling Total
capital  reserve  reserve profits Total interests equity
RMB’000 RMB'G00 RMB’000 RMB'000 RMB'000 RMB'000 RMB’000
(Note)
At 1 January 2021 303,000 693,030 40,136 (51,645) 984,521 12,807 997,338
Profit and total
comprehensive income
for the year - - - 125361 12536] 2,563 127924
Statutory reserve
appropriation -~ - 10,196 (10,196) -~ - -
Dividends paid to non-
controlling interests - - - - - (2,394) (2,354)
At 31 December 2021
and 1 Janvary 2022 303,000 693,030 50,332 63,520 1,109,882 12,976 1,122,858
Profit and total
comprehensive income
for the year - - - 94,450 94,450 1,352 95,802
Statutory reserve
appropriation - - 1,850 {7,850 - - -
Dividends paid to aon-
controlling interests - - - - - {2,310 (2,311
Capital injection (rom
non-controlling interests
of subsidiaries - - - - - 9,600 19,600
At 31 December 2022
and 1 January 2023 303,000 693,030 58,182 150,120 1,204,332 31,617 1,235,949
Profit and total
comprehensive income
for the year - - - 144,130 144,130 10,802 154,932
Stalutory reserve
appropriation - - 13,919 (13,919) - - -
Dividends paid to non-
controlling interests - - - - - (1,226) (1,226)
Partial disposal of inlerests
in a subsidiary without
loss of control (Note 38) - 1,831 - - 1,831 27.802 29,633
At 31 December 2023 303,000 694,861 72,101 280,331 1,350,293 68,095 1,419,288




At 1 January 2024

Profit and total

comprehensive income

for the period

Dividend paid to non-
controlling interests
Dividends recognised as

distribution (Note 14)
Distribution to parent

company

Capital injection from
non-controlling interests

of subsidiaries

At 30 June 2024

At 1 January 2023
(audited)

Profit and total

comprehensive income

for the period
(unaudited}

Parlial disposal of interests
in a subsidiary without

loss of control
(unaudited)

At 30 June 2023
{unaudited)

Attributable to the owners of the Target Company

Non-
Paid-in  Capital Statutory Retained controlling Total
capital  reserve  reserve  profits Total interests equity
RMB'000 RMB’000 RMB'000 RMB'000 RMB'000 RMB'000 RMB 000
{Noie)
303,000 694,861 72,101 280,331 1,350,293 68,995 1,419,288
- - - 63,417 65,417 9,104 74,521
- - - - - 8411y (841D
- - - 9,017y {69.017) - {69,017
- (5,133) - - {5,133) - {5,133)
- - - - - 19,600 19,600
303,000 689,728 72,100 276,731 1,341,560 89,288 1,430,848
303,000 693,030 58,182 150,120 1,204,332 31,617 1,235,949
- - - 42,899 42,899 1,246 44,145
- 1,831 - - 1,831 27,802 29,633
303,000 694,861 58,182 193,019 1,249,062 60,665 1,309,727

Nete: The amount mainly represents statutory reserve of the companies registered in The People’s Republic of China
(the “PRC”). According 1o the relevant laws in the PRC, companies established in the PRC are required to
transfer their net profit after tax, as determined under the PRC accounting regulations, to a non-distributable
reserve fund before the distribution of a dividend to equity owners. Such reserve fund can be used to offset
the previous years' losses, if any, and is non-distributable other than upon Jigeidation.



CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Year Ended 31 December 2023
(Expressed in Renminbi)

Six months ended

Year ended 31 December 30 June
2021 2022 2023 2023 2024
Notes  RMB'000  RMB'OOC  RMB'000  RMB'0O0  RMB'000
(Unaudited)
Operating activities
Profit for the year/period 127,924 95,802 154,932 44,145 74,521
Adjustments for:
Income tax expense 34,799 27876 47,206 16,607 12,380
Interest income 7 (5,892) {4,108) (16,570 {7,906) (8,600)
Finance costs 9 6,299 3,379 13,827 7,349 4,455
Depreciation of property, plant and
equipment 10 48,443 51,847 63,933 30,419 33,862
Depreciation of right-of-use assels 10 14,858 13,641 14479 6,962 4,692
Amortisation of intangible assets 10 4,994 4,941 4,047 2475 2,585
Recognition of deferred income (446) {145) {1,132} (78} (76}
Loss on disposal of property, plant and
equipment, net 8 68 264 586 12 719
Impairment loss, net of reversal 8
— account receivables, net {4,232) {(550) (2,410 (39 (50)
~ other receivables, net 219 (3,593 {114) (79} (68)
Waiver of acconnt payables - (931) {1,73%) {181} (1,175)
Share of results of associates (83) (230) (9323 (412} (502)
Write-down/(reversal of write-down) of
inventories to net realisable value 8 98 ) (91H {737) -
Unrealised gain on derivative financial
instruments, net 10,623 - - 3,587 -
Operating cash flows before movements
in working capital 231672 188,184 276,106 102,204 132,752
(Increase)/decrease in account receivables (104,475) (98.318) 122,997 100,453 (29,219
{Increase}/decrease in prepayments,
deposits and other receivables (90,249) 44,593 13,534 (69,209 (21,412
(Increase)/decrease in inventories (82,759) (112,138 176,874 156,902 27,962
(Increase)/decrease in amounis due from
related contpanies (159,163) (26,341)  (226,845)  (231,233) 86,734
Increase/(decrease) in account and bills
payables 271,247 202,049 (115,769)  (118,598) {49,453)
Increase/{decrease) in other payables,
accroals and deposits received 211,811 (23,903} 56,958 43,191 (1,763)
Increase in amounts due to related
companies 39,879 21,614 42,989 35417 5,596
Increase/(decrease) in contract liabilities 114,465 (12,737 {28,371) (19,669 3.078
Changes in derivative financial
instruments 5,949 (£0,623) - - -
Cash generated from/(used in)
operations 444 377 172,380 318,473 (542) 164,275
Income lax paid (29,933) (27,292) (40,896) (17,054) (27,133
Net cash generated from/(used in)
operating activities 414,444 145,088 217,517 (17,596) 137,142

- 10—



Investing activities

[nterest received

Payments for property, plant and
equipment

Capital injection on investments in
associates

Payments for right-of-use assets

Payments for intangible assets

Proceeds from disposal of property, plant
and equipment

Placement of time deposits with original
maturity over three months

Placement of restricted bank deposits

Withdrawal of restricted bank deposits

Net cash used in investing activities

Financing activities

Dividend paid to non-controlling interests

Dividend paid

Interest paid

New bank borrowings

Repayments of bank borrowings

Repayments of lease liabilities

Loans from related companies

Repayments of loans from related
companies

Partial disposal of interest in a subsidiary
without losing control

Capital injection from non-controlling
interests

Net cash (used in)/generated from
[inancing activities

Net increase/(decrease) in cash and cash
equivalents

Cash and cash equivalents at beginning of
the year/period

Effect of foreign exchange rate changes

Total cash and cash equivalents al end of
the year/period

Analysis of the balances of cash and
cash equivalents

Cash and bank balances at end of the
year/period

Six months ended

Year ended 31 December 30 June
2021 2022 2023 2023 2024
Notes RMB'000  RMB'000  RMB'000  RMB'000  RMB'000

(Unaudited)

5,892 4,108 16,570 7,906 3.600
(81,299 (126,114) (72,466) (26,342) (29,084
- (17,000) - - -
- (21,971 (8,873) (36) (12,027
- i876) (1,787 (312) (652
2,952 340 793 310 488
- {500,000) - - -
(41216) = = - —_
- 1,826 2,390 2,390 -
(76,671) {639,687 (63,375 (16,084} (32,675)
(2,394) - {3,538 - (8,411
- - - - {69,017
{4,869) (2,651) (12,821 {6,798} (4.455)
- 536,287 - 184,790 -
(249,267) {500) (80,947) - (170,528
(26,634) (2,549 (16,093) {4,902) (1,787
- 70,000 - - -
- (70,000 - - -
- - 29,633 10633 -
- 19,600 - - 19,600
(283,194) 550,187 (83,766) 202,723 (234,598)
54,579 35,588 130,436 169,043 (130,131)
174,219 228,574 264,158 264,158 304,620
(222) (6) 26 - -
228,576 264,138 364,620 433,201 264,489
26 228,576 264,158 394,620 433,201 264,489
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NOTES TO THE HISTORICAL FINANCIAL INFORMATION OF THE TARGET
GROUP
(Expressed in Reiminbi)

1 GENERAL INFORMATION

The Target Company was established in the PRC as a limited liability company on 3 January 2018. Its
reaistered office is located at Room 1803, No, 8, Chao Yang Men South Street, Chao Yang District, Beijing, the PRC.

The Target Group is principally engaged in manufacture and sales of feed products in the PRC.

The Target Group is controlled by COFCO Tndustry Investment Co., Lid,* ((PIREREZEFIRA T ("COFCO
Indusiry™), a subsidiary of COFCO Corporation, which is a state-owned enierprise registered in the PRC. The sole
director of the Targei Company regards COFCO Indusiry and COFCO Corporation as the immediate and ultimate
holding company of the Target Company.

The Historical Financial Information is presented in Renminbi (“RMB™) and all values are rounded to the
neares! thousand (RMB'000) except when utherwise indicated.

2 APPLICATION OF NEW AND AMENDMENTS TOQ HKFRSs

For the purpose of preparing und presenting the Historical Financial Information for the Relevant Periods, the
Target Group has consistently adopted the HKFRSs issued by the HKICPA which are effective for the Target Group's
financial period beginning on 1 Janvary 2024 throughout the Relevant Periods.

New and amendments to HKFRSs in issue bul not yet effeetive

The Target Group has not early applied the following amendments to HKFRSs that have been issued but are
not yet effective:

Amendments to HKFRS 10 and HKAS 28§ Sale or Contribution of Assets between an Investor
and its Associate or Joint Venture'

Amendments to HKFRS 9 and HKFRS 7 Amendments to the Classification and Measurement
of Financial Tnstruments?

Amendment to HKAS 21 Lack of Exchangeability”

HKFRS 18 Presentation and Disclosure in Financial
Statements”

HKFRS 19 Subsidiaries without Public Accountability:
Disclosures*

Effective for annual periods beginning on or after a dale 1o be determined.

3

Effective for annual periods beginning on or afler 1 January 2025.
Effective for annual periods beginning on or after 1 January 2026.
Effective for annual periods beginning on or after 1 Fanuary 2027,

The sole director of the Target Company anticipates that the application of the above new and amendments to
HKFRSs will have no material impact on the Historical Financial Tnformation in the foreseeable future.

3 BASIS OF PREPARATION OF HISTORICAL FINANCIAL INFORMATION AND MATERIAL
ACCOUNTING POLICY INFORMATION

3.1 Basis of preparation of Historical Financial Information
The Historical Financial Information has been prepared in accordance with HKFRSs issued by the HKICPA.
In addition. the Historical Financial Informatien includes applicable disclosures required by the Rules Governing the

Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules™) and by the Hong Kong
Cumpany Ordinance. :

-1



The Historical Financial Information has been prepared under the historical cost convention.

The Stub Period Comparative Financial Information has been prepared in accordance with the same basis of

preparation and presentation adopted in respect of the Historical Financial Information.

3.2

Material accounting policy information
Basis of consolidation

The Historical Financial Information incorporutes the {inancial statements of the Target Company and
entities controlled by the Target Company and its subsidiaries. Control is achieved when the Target Company:

. has power over the investee:
. is exposed, or has rights, to variable returns from its involvement with the investee; and
. has the ability to use its power to affect its returns,

The Targel Group reassesses whether or not it controls an investee if facts and circomstances indicate
that there are changes to one or more of the three elements of control listed above.

Consolidation of & subsidiary begins when the Target Group obtaing control over the subsidiary and
ceases when the Target Group loses control of the subsidiary. Specifically, income and expenses of a subsidiary
acquired or disposed of during the reporting period arc included in the consolidated statements of protfit or loss
and other comprehensive income from the date the Target Group gains control until the date when the Target
Group ceases to contro! the subsidiary.

Profit or loss and each item of other comprehensive income are attributed to the owners of the Target
Company and to the non-controlling interests. Total comprehensive income of subsidiaries is attributed to the
owners of the Target Company and to the noun-controlling interests even if this results in the non-controlling
interests having a deficil balance.

When necessary, adjustments are made to the financial statements of subsidiaries to bring their
accounting policies in line with the Target Group’s accounting policies.

All intragroup assets and liabilities, equity, income, expenses and cash llows refating to transactjons
beiween members of the Target Group are eliminated in full on consolidation.

Naon-controlling interests in subsidiaries are presented separately from the Target Group's equity therein,
which represent present ownership interests entitling their holders to a proportionate share of net assets of the
relevant subsidiaries upon liquidation.

Changes in the Target Group's interests in existing subsidiaries

Changes in the Target Group’s inlerests in subsidiaries that do not result in the Target Group losing
coentrol over the subsidiaries are accounted for as equity transactions. The carrying amounty of the Target
Group's relevant components of equity and the non-contrelling interests are adjusted to reflect the changes in
their relative interests in the subsidiaries, including re-attribution of relevant reserves between the Target
Group and the non-controlling interests according to the Target Group's and the non-controlling interests’
proportionate inleresls.

Any ditference between the amount by which the non-controlling interests are adjusted, and the fair
value of the consideration paid or received is recognised directly in equity and attributed to owners of the
Target Company.

When the Target Group loses control of a subsidiary, the assets and liabilities of that subsidiary and
non-controlling interests (if any) are derecognised. A gain or loss is recognised in profit or loss and is
calculated as the difference between (i} the aggregate of the fair value of the consideration received and the
fair value of any retutoed interest and (i) the carrying amount of the assets (including goodwill), and liabilities
of the subsidiary attributable to the owners of the Target Company. All amounts previously recognised in other
comprehensive income in relation to that subsidiary are accounted for as if the Target Group had directly

~-13 =



disposed of the related assets or liabilities of the subsidiary (i.e. reclassified to profit or loss or transferred to
unother category of equily as specified/permitted by applicable HKFRSs). The fair value of any investment
retained in the former subsidiary at the date when control is lost is regarded as the fair value on initial
recognition for subsequen! accounting under HKFRS 9 “Financial Instruments” (*HKFRS 9) or, when
applicable, the cost on initial recognition of an investment in an associate or a joint venture,

Investments in associates

An associate is an enlity over which the Target Group has significant influence. Significant influence
is the power to participate in the financial and operating policy decisions of the investee but is not control or
joint control over those policies.

The results and assets and liabilities of associates are incorporated in the Historical Financial
Information vsing the equily method of accoumting, The financial statements of associates used for equity
accounting purposes are prepared using uniform accounting policies as those of the Target Group for like
transactions and events in similar circumstances. Under the equity method, an investment in an associate is
initially recognised in the consolidated statement of financial position at cost and adjusted thereafter to
recognise the Target Group's shure of the profit or loss and other comprehensive incoine of lhe associate, When
the Targel Group’s share of losses of an associale exceeds the Target Group's interest in thal associate (which
includes any long-term interests that, in substance, form part of the Target Group’s net investment in the
associale), the Target Group discontinues recognising its share of further losses. Additional losses are
recognised only to the extent that the Target Group has incurred legat or constructive obligations or made
payments on behalf of the associate.

An investment in an associate is accounted for using the equily method from the date on which the
investee becomes an ussociate. On acquisition of the investment in an associate, any excess of the cost of the
investment over the Target Group's share of the net fair value of the identifiable assets and liabilities of the
investce is recognised as goodwill, which is included within the carrying amount of the investment. Any excess
of the Tarzet Group’s share of the net fair value of the identifiable assets and liabilities over the cost of the
investment, after reassessment, is recognised immediately in profit or loss in the period in which the
investment is acquired.

The Target Group assesses whether there is an objective evidence that the interest in an associate may
be impaired. When uny objective evidence exists, the entire carrying amount of the investment (including
goodwill} is tested for impairment in accordance with HKAS 36 as a single asset by comparing its recoverable
amount (higher of value in use and fair value less costs of disposal} with its carrying amount, Any impairment
loss recognised is not allocated to any asset, including goodwill. that forms part of the carrying amount of the
investment. Any reversal of that impuirment loss is recognised in uccordunce with HKAS 36 to the extent thut
the recoverable amount of the investment subsequently increases.

When the Targel Group ceases to have significant influence over an associate, il is accounted for as a
disposal of the entire interest in the investee with a resulting gain or loss being recognised in profit or loss.
When the Targer Group retains an interest in the former associate or joint venture and the retained interest is
a financial asset within the scope of HKFRS 9, the Target Group measures the retained interest at fair value
at that date and the fair value is regarded as its fair value on initial recognition. The difference between the
carrying amount of the associate or joint venture and the fair value of any retained interest and any proceeds
from disposing of the relevant interest in the associate is included in the determination of {he gain or loss on
disposal of the associate. In addition, the Target Group accounts for all amounts previously recognised in other
comprehensive income in relatjon to that associate on the same basis as would be reguired if that associate had
directly disposed of the related assets or liabilities. Therefore, if a gain or loss previously recognised in other
comprehensive income by that associate would be reclassified 1o profit or loss on the disposal of the related
assets or liabilities, the Target Group reclassifies the gain or loss from equity to profit or Ioss (as a
reclassification adjustment) upon disposal/partial disposal of the relevant associate. When a Target Group
entity transacts with an associate of the Target Group, profits and losses resulting from the transactions with
the associate are recognised in the Historical Financial Information only to the exten! ol interests in the
associate that are not related to the Target Group.

Revenue from coniracts with customers

Information about the Target Group’s accounting policies relating to contracts with customers is
provided in Notes 5, 22 and 30.
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Leases
Definition of a lease

A contract is, or contains, a lease if (he contract conveys the right to control the use of an identified asset
for a perind of time in exchange for consideration.

For contracts entered into or modified on or atter the date of initial application of HKFRS 16 or arising
from business combinations, the Target Group assesses whether a contract is or contains a lease based on the
definition under HKFRS 16 a1 inception or modification date or acquisition date. Such contract will not be
reassessed unless the terms and conditions of the contract are subsequently changed.

As a practical expedient, leases with similar characteristics are accounted on a portiolio basts when the
Target Group reasonably expects that the effects on rthe Historical Financial Information would not differ
materially from individual leases within the portfolio,

The Turget Group as a lesyee
Allocation of consideration to components of a contraci

For a contract that contains a lease component and one or more additional lease or non-lease
compotents, the Target Group allocates the consideration in the contract to each lease component on the basis
of the relative stand-alone price of the lease component and the aggregate stand-alone price of the non-lease
components. including contract for acquisition of ownership interests of a property which includes both
leasehold land and non-lease buiiding components, unless such allocation cannot be made reliably.

The Targel Group applies practical expedient not to separate non-lease components from lease
component, and instead account for the lease component and any associated non-lease components as a single
lease component.

Short-term leases

The Target Group applies the short-term lease recognition exemption to leases of lands, offices,
warchouses und dormitories that huve a lease term of 12 months or less from the commencement date and do
not contain a purchase option, Lease payments on shori-lerm leases are recognised as expense on a straight-line
basis over the lease term,

Right-of-use assets

The cost of right-of-use asset includes:

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

. any lease paymenis made at or before the commencement date, less any lease incentives received;
. any initial direct costs incurred by the Target Group; and

. an estimate of costs to be incurred by the Target Group in dismantling and removing the

underlying assets, restoring the site on which it is located or restoring the undetlying asset to the
condition required by the terms and conditions of the lease.

Right-of-use assets are measured at cost, less any accumulated depreciation and impairment losses, and
adjusted for any remeasurement of lease liabilities,

The Target Group presents right-of-use assels as a separate line item on the consolidated statement of
financial position.

Refundable rental deposits
Refundable rental depusits paid are accounted under HKFRS 9 and initially meusured atl fuir value,

Adjustments to fair value at initial recognition are considered as additional lease payments and inciuded in the
cost of right-of-use assets.
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Lease liabilities

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

The lease payments include:
. fixed payments (including in-substance fixed payments) less any lease incentives receivable; and

. variable Jease payments that depend on an index or a rate, initially measured using the index or
rate as at the commencement date.

Variable lease puyments that reflect changes in market rental rates are initially measured using the
market rental rates as at the commencement date. Variable lease payments that do not depend on an index or
a rate are not included in the measurement of lease linbilities and right-of-use assets, and are recognised as
expense in the period in which the event or condition that triggers the payment occurs.

Alter the commencement date, lease liabilities are adjusted by interesi accretion and lease payments.

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

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

. the lease payments change due to changes in an index or a rate used to determine those
paymentsfexpecied payment under a guaranteed residval value, in which cases the related lease
liability is remeasured by discounting the revised lease payments using the initial discount rate.

The Target Group presents lease liabilities as a separate line item on the consolidated statement of
financial position.

Lease madifications
The Target Group accounts for a lease modification as a separate lease if:

. the modification increases the scope of the lease by adding the right to use one or more underlying
assets; and

. the consideration for the leases increases by an amount commensurate with the stand-alone price
for the increase in scope and any appropriate adjustments to that stand-alone price to reflect the
circuinstances of the particular contract.

For a lease modification that is not accounted for as a separate lease, the Target Group remeasures the
lease liability based on the lease term of the modified lease by discounting the revised lease payments using
a revised discount rate at the effective date of the malification.

The Target Group accounts for the remeasurement of lease liabilities by making corresponding
adjustments to the relevant right-of-use assets.

Foreign cnrrencies

In preparing the financial statements ol each individval entity in the Target Group. transactions in
currencies other than the functional currency of thut entity (foreign currencies) ure recognised at the rutes of
exchanges prevailing on the dates of the transactions. At the end of each reporting period, monelary items
denominated in foreign currencies are retranslated at the rates prevailing al that date. Non-monetary items
carried at fair value that are denominated in foreign currencies are retranslated at the rales prevailing at the
date when the fair value was determined. Non-monetary items that are measured in terms of historical cost in
a foreign currency are not retransiated.
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Exchange differences arising on the settlement of monetary items, and on the retranslation of monetary
items, are recognised in profit or loss in the period in which they urise.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets,
which are assets that necessarily take a substantial period of time to get ready for their intended use or sale,
are added to the cost of those assets, until such time as the assets are substantially ready for their intended use
or sale.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.
Governntent grants

Government granls are nol recognised until there is reasonable assurance that the Target Group will
comply with the conditions attaching to them and that the grants will be received.

Government grants are recognised in profit or loss on a systematic basis over the periods in which the
Target Group recognises as expenses the related costs for which the grants are imtended to compensate,
Specifically, government grants whose primary condition is that the Target Group should purchase, construct
or otherwise acguire non-current assets are recognised as deferred income in the consolidated statement of
financial position and transferred to profit or loss on a systematic and rational basis over the useful lives of
the related assets. Govermment grunts that compensate the Target Group for the expenses incutred are
recognised as other payable in the consolidated statement of financial position and transterred 1o profit or loss
on a systemalic basis in the same periods in which the expenses are incurred,

Government grants related to income that are receivable as compensation for expenses or losses already
incurred or for the purpose of giving iminediate financial support to the Target Group with no future related
costs are recognised in profit or loss in the peried in which they become receivable. Such grants are presented
under “other income”.

The benefit of a government loan at a below-market rute of interest is treated as a government grant,
measured as the difference between proceeds received and the fair value of the loan based on prevailing market
interest rates.

Emplayee benefits

Retivement benefit costs

Payments to defined contribution retirement benefir pluns are recognised as an expense when employees
have rendered service entitling them to the contributions.

The employees of the Target Group in the PRC are members of the state-managed retirement benefit
schemes operated by the PRC government. The Turget Group’s PRC entities are required 10 contribute certain
percentage of their payroll to the retirement benefit schemes to fund the benefits. The only obligation of the
Target Group with respect to the retirement benefit schemes is ro make the required contributions under the
schemes.

Short-rerm employee benefits

Short-term employee benefits are recognised at the undiscounted amount of the benefits expected to be

paid as and when employees rendered the services. All short-terin employee benefits are recognised as an

expense unless another HKFRS requires or permits the inclusion of the benefit in the cost of an asset.

A liability is recognised for benefits aceruing to employees {such as wages and salaries, annual leave
and sick leave) after dedncting any wnount already paid.

Taxation

Income tax expense represents the sum of curreni and deferred income lax expense.
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The tax currently payable is based on 1axable profit for the reperting period. Taxable profit differs from
profit/{loss) before tax because of income or expense that are taxable or deductible in ather period and itens
that are never taxable or deductible. The Targel Group’s liability for current tax is calculaled using tax rates
that have been enacted or substantively enacted by the end of the reporting period.

Deferred tax is recognised on temporary differences between the carrying amounts of assets and
liabilities in the Historical Financial Information and the corresponding tax bases used in the computation of
taxable profit. Deferred tax liabilities are generally recognised for all taxable temporary differences. Deferred
tax assets are generally recognised for all deductible temporary differences to the extent that it is probable that
taxuble profits will be available against which those deductible temporary differences can be utilised. Snch
deferred tax assets and liabililies are not recognised if the temporary difference arises from the initial
recognition (other than in & business combination) of assets and liabilities in a transaction that aftects neither
the taxable profit nor the accounting profit and at the time of the ransaction does not give rise to equal 1axable
and deduetible temporary differences. In addition, deferred tax liabilities are not recognised if the temporary
difference arises from the initial recognition of goodwill.

Deferred 1ax liabilities are recognised for taxable temporary differences associated with investments in
subsidiaries, except where the Turget Group is uble 1o control the reversul of the temporary difference and it
is probable that the temporary difference will not reverse in the foreseeable future. Deferred tax assets arising
from deductible temporary ditferences associated with such investments and interests are onily recognised to
the extent that it is probable that there will be sufficient taxable profits against which to utilise the benefits
of the temporury differences and they are expecled to reverse in the foreseeable future,

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced
lo the extent that it is ne longer probable that sufficient taxable profits will be available to allow all or part
of the usset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period
in which the liability is settled or the asset is realised, based on tax rates (and tax laws) that have been enacied
or substantively enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow
from the manner in which the Target Group expects, at the end of the reporting period, to recover or settle the
carrying amount of its assets und liabilities.

For the purposes of measuring deferred tax for leasing transactiens in which the Target Group recognises
the right-of-use assets and the related lease liabilities, the Target Group first determines whether the ax
deductions are attributable to the right-of-use assets or the lease liabilities,

For leasing transactions in which the tax deductions are attributable to the lease liabilities, the Target
Group applies HKAS 12 Income Taxes requirements to the lease liabilities and the related assets separately.
The Target Group recognises a deferred tax asset related to lease liabililies to the extent that it is probable that
taxable profit will be available against which the deductible temporary difference can be utilised and a deferred
tax liability for all taxable temporary differences.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current
lax assets againsi current tax [iabilities and when they relate to income taxes levied to the same taxable entity
by the same taxation authority,

Current and deferred tax are recognised in profit or loss, except when they relate 1o items that are
recognised in other comprehensive income or directly in equity, in which case, the current and deferred tax are
also recognised in other comprehensive income or directly in equity respectively. Where current tax or deferred
tax arises from the initial accounting for a business combination, the tax effect is included in the accounting
for the business combination.

Property, plant and equipinent
Property, plant and equipment including buildings held for use in the production or supply of goods and
services, or for administrative purpuses (other than construction in progress, as deseribed below) are stated in

the consolidated statement of financial position at cost, less subsequent accumulated depreciation and
subsequent accumulated impairment losses, il any.
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Construction in progress, which represents assets in the course of construction for production, supply
of goods and services or administrative purposes, is carried at cost, less any recognised impairment loss. Costs
include any costs directly alributable to bringing the asset to the location and condition necessary for it to be
cupable of operating in the manner intended by management and, for qualifying assets, borrowing costs
recognised in accordance with the Target Group’s uccounting policy. Depreciation of these assets, on the same
basis as other property assets, commences when the assets are ready for their intended use.

When the Target Group makes payments for ownership interests of properties which includes both
leasehold land and building elements, the entire consideration is allocated between the leasehold land and the
building elements in proportion to the relative fair values al initial recognition. To the extent the allocation of
the relevant payments can be made relialy, interest in leasehold land is presented as “right-of use assets” in
the consolidated statement of financial position. When the consideration cannol be allocated reliably between
non-lease building element and undivided interest in the underlying leasehold land, the entire properties are
classified as property, plant and equipment. ’

Depreciation is recognised so as to write off the cost of assets other than construction in progress less
their residual values over their estimated useful lives, using the straight-line method. The estimated useful
lives. residual values and depreciation method are reviewed at the end of each reporting period, with the effect
of any changes in estimale acecounted for on a prospective basis.

An item of property. plant and cquipment is derecognised upon disposal or when no future economic
benefits are expected to arise from continued use of the asset. Any gain or loss arising on the disposal or
retivement of an item of property, plant and equipment is delermined as the difference between the sales
proceeds and the carrying amount of the asset and is recognised in profit or loss.

Intangible assets
Intangible assets acquired separarely

Intangible assets with finite useful lives that are acquired separately are carried at costs less accumulated
amertisation and any accumulated impairment losses. Amortisation for intangible assets with finite useful lives
is recognised on a straighl-line basis over their estitnated usetul lives. The estimated useful life and
amortisation method are reviewed at the end of each reporting period, with the effect of any changes in
estimate being accounted for on a prospective basis,

An intangible asset is derecognised on disposal, or when no future economic benefits are expected from
use or disposal. Gains and losses arising from derecognition of an intangible asset, measured as the difference
between the net disposal proceeds and the carrying amount of the assel, are recognised in profit or loss when
the assel is derecognised.

Impairment on property, plant and equipment, vight-of-use assets and intangible assets

At the end of the reporting period, the Target Group reviews the carrying amounts of its property, plant
and equipment, right-of-use assets and intangible assets with finite useful lives to determine whether there is
any indication that these assets have suffered an impairment loss. Tf any such indication exists, the recoverable
amount of the asset is estimated in order to determine the extent of the impairment loss (if any).

The recoverable wimount of property, plant and equipment, right-of-use assets and intangible assets are
estimated individually. When it is not possible to estimate the recoverable amount individually, the Target
Group estimates the recoverable amount of the cash-generating unit 1o which the asset belongs.

In testing a cash-generating unit for impairment, corporate assets are allocated to the relevant
cash-generating unit when a reasonable and censistent basis of allocation can be established, or otherwise they
are allocated to the smallest group of cash-generating units for which a reasonable and consistent allocation
basis can be established. The recoverable amount is determined for the cash-generating unit or group of
cash-generating units to which the corporate asset belongs, and is compared with the carrying amount of the
relevant cash-generating unit or group of cash-generating units.

Recoverable amount is the higher of fair value less costs of disposal and value in vse. In assessing value
in use, the estimated future cash flows are discounted to their present value nsing a pre~1ax discount rate that
reflects current markel assessment of the time value of money and the risks specific to the asset (or a
cash-generating unit) for which the estimates of fulire cash flows have not been adjusted.
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Tf the recoverable amount of an asset (or a cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or a cash-generating unit) is reduced to its recoverable amount. For
corporaie assets or portion of corporate assets which cannot be allocated on a reasonable and consistent basis
to a cash-generating unit, the Target Group compares the carrying amount of a group of cash-generating units,
including the carrying amounts of the corporate assets or portion of corporate assets allocated to that group
of cash-generating units, with the recoverable amount of the group of cash-generating units. In allecuting the
impairment loss, the impairment loss is allocated first to reduce the carrying amount of any goodwill (if
applicable) and then to the other assets on a pro-rata basis based on the carrying amount of each asset in the
unit or the group of cash-generating units. The carrying amount of an asset is not reduced below the highest
of its fair vulue less costs of disposul (if measurable), its value in use (if determinable) and zero, The wmount
of the impairment loss that would otherwise have been allocated to the assel is allocated pro rata to the other
assets of the unit or the group of cash-generating units. An impairment loss is recognised immediately in profit
or loss.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating
unit or a group of cash-generating units) is increased to the revised estimate of its recoverable amount, but so
that the increased carrying amount does not exceed the carrying amount that would have been determined had
ne impairment loss been recognised for the assel (or a cash-generating unit or a4 group of cash-generating units)
in prior years. A reversal of an impairment loss is recognised immediately in profit or loss.

Cash and cash equivalents
Cash and cash equivaleats presented on the consolidated statement of financial position include:

(ay  cash, which comprises of cash on hand and demand deposits, excluding bank balances that are
subject to regulatory restrictions that result in such balances no longer meeting the definition of
cash: and

(b)  cash equivalents, which comprises of short-term (generally with original maturity of three months
or less), highly liquid investments thut are readily convertible to a known amount of cash and
which are subject to an insignificant risk of changes in value. Cash equivalents are held for the
purpose of meeting short-lerm cash commitments rather than for investment or other purposes.

Inventories

Inventories are stated at the lower of cost and net realisable value. Costs of inventories are determined
on a weighted average method, Net realisable value represents the estimated selling price for inventories less
ull estimated costs of completion and costs necessary to make the sale. Costs necessary to make the sale
include incremental costs directly attributable to the sale and non-incremental costs which the Target Group
must incur 1o make the sale.

Financial instrumeits

Financial assets and financial liabilities are recognised when an entity in the Target Group becomes a
party to the contractval provisions of the instrument. All regular way purchases or sales of financial assets are
recognised and derecognised on a trade date basis. Regular way purchases or szles are purchases or sales of
finaneial assets that require delivery of assets within the time frame established by regulation or convention
in the market place.

Financial assets and financial liabilities are initially measured at fair value except for account
receivables arising from contracts with customers which are initially measured in accordance with HKFRS 15.
Transaction costs that are directly attributable to the acquisition or issue of financial assets and financial
lizbilities (other than financial assets or financial liabilities at fair value through profit or loss (“FVTPL™)) are
added to or deducted from the fair value of the financial assets or financial liabilities, as appropriate, on initial
recognition. Transaction costs directly attributable to the acquisition of linancial assets or financial liabilities
at FVTPL are recognised immediately in profit or loss.

The effective interest method is a method of calculating the amortised cost of a financial asset or

Tinancial liubility and of allocating interest income and interest expense uver the relevant period. The effective
intercst rate is the rate that exactly discounts estimated future cash receipts and payments (including all fees

20 =



and points paid or received that form an integral part of the effective interest rate, transaction costs and other
premiumns or discounts) through the expected life of the financial asset or financial liability, or, where
appropriate, a shorter period, to the net carrying amount on initial recognition.

Financial assets

Classification and subsequent measurement of financial assets

Financial assets that meet the following condilions are subsequently measured at amortised cost:

. the financial asset is held within a business model whose objective is to collect contractual cash
flows: and
. the contractual terms give rise on specified dates to cash flows that are solely payments of

principal and interest on the principal amount outstanding.

Financial assets that meet the following conditions are subscquently measured at fair value through
other comprehensive income (“FYTOCI™):

. the financial asset is held within a business mode] whose objective is achieved by both selling and
collecting contractual cash flows; and

. the coniractual terms give rise on specitied dates to c¢ash flows that are selely payments of
principal and interest on the principal amount outstanding.

All other finuncial assets are subsequently measured al FVTPL, excepl that al initial recognition of a
financial asset the Target Group may irrevecably elecl 1o present subsequent changes in fair value of an equity
investment in other comprehensive income if that equity investment is neither held for trading nor contingent
consideration recognised by an acquirer in a business combination to which HKFRS 3 Business Combinations
applies.

A linancial asset is held for trading if:
' it has been acquired principally for the purpose of selling in the near term; or

. on initial recognition it is a part of a portfolio of identified financial instruments that the Target
Group manages together and has a recent actual pattern of short-term profit-taking: or

. it 15 a derivative that is not designated und etfective as a hedging instrument.

In addition. the Target Group may irrevocably designate a financial asset that are required 1o be
measured at the amortised cost or FVTOCT as measured at FVTPL if doing so eliminates or significantly
reduces an accounting misimatch,

(i) Amortised cost and interest income

Interest income is recognised using the effective interest methed for financial assets measured
subsequeaily at amortised cost. Interest income is calculated by applying the effective inlerest rate to the gross
carrying amount of a financial asset, except for financial assets that have subsequently become credit-impaired
(see below). For financial assets that have subsequently become credit-impaired, interest income is recognised
by applying the effective interest rate to the amortised cost of the financial asset from the next reporting period.
Il the credit risk on the credit-impaired f{inanctal instrument improves so thal the financial asset is no longer
credit-impaired, interest income is recognised by applying the effective interest rate to the gross carrying
amount of the financial asset from the beginning of the reporting period following the determination that the
asset is no longer credit-impaired.

(ii)  Financial assets at FVTPL

Financial assets that do net meet the criteria for being measured ar amortised cost or FVTOCT or
designated as FVTOC] are measured at FVTPL.
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Financial assets at FYTPL are measured at fair value at the end of each reporting period, with any fair
value gains or Josses recognised in profit or loss. The net gain or loss recognised in profit or logs excludes any
dividend earned on the financial asset and is included in the “other gains and losses™ line item.

Tmpairment of financial assets and other items subject to impairment assessment under HKFRS 9

The Targel Group performs impairment assessment under expected credil loss (“ECL™) model on
financial assets (including account receivables, deposits, other receivables, amounts dwe from related
companies and bank balances) which are subject to impairment assessment under HKFRS 9. The amount of
ECL is updated at each reporting date to reflect changes in credit risk since initial recognition.

Lifetime ECL represents the ECL that will resull from all possible default events over the expected life
of the relevant instrument. In conltrast, 12-month ECL {*12m ECL") represents the portion of lifetime ECL that
is expected to result from default events that are possible within 12 months after the reporting date.
Assessments are done based on the Turget Group's historical credit loss experience, adjusted for factors that
are specific to the debtors, general cconomic conditions and an assessment of both the current conditions at
the reporting date as well as the forecast of feture conditions.

The Target Group always recognises lifetime ECL for uccount receivables. The ECL on these assets are
assessed collectively using a provision matrix with appropriate groupings.

For all other instruments. the Target Group measures the loss allowance equal to [2m ECL, unless when
there has been a significant increase in credit risk since initial recognition, in which case the Target Group
recognises lifetime ECL. The assessment of whether lifetime ECL should be recognised is based on significant
increases in the likelihood or risk of a default occurring since initial recognition.

(i) Significant increase in credit risk

In assessing whether the credit risk has increased significantly since ipitial recognition, the Target
Group compares the risk of a default occurring on the linancial instrument as at the reporting date with the risk
of a default occurring on the financial instrument as at the date of initial recognition. Tn making this
assessmend, the Target Group considers both guantitative and qualitative information that is reasonable aml
supporiable, including historical experience and forward-looking information that is available without unduee
cost or etfort.

In particular, the following information is taken into account when assessing whetlier credit risk has
increased significantly:

. an actual or expected significant deterioration in the {inancial instrument’s external (if available)
or internal credit rating;

. significant deterioration in external market indicators of credit risk, e.g. a significant increase in
the credit spread, the credit default swap prices for the debtor;

. existing or forecast adverse changes in business, financial or economic conditions that are
expected to cause a significant decrease in the debtor’s ability to meet its debt obligations;

* an actual or expected significant deterioration in the operating results of the debtor;

. an actual or expecied significant adverse change in the regulatory, economic, or technological
environment of the debtor that results in a significant decrease in the debtor’s ability to meet its
debt obligations.

Irrespective of the outcome of the above assessment, the Target Group presumes that the credit risk has
increased significantly since initial recognition when contractual payments are more than 30 days past due,
unless the Target Group has reasonable and supportable infermation that demonstrates otherwise,

The Target Group regularly monitors the effectiveness of the criteria used lo identify whether there has

been a significant increase in credit risk and revises them as appropriate 10 ensure that the criteria are capable
of identifying sigaificant increase in credit risk before the amount becomes past due,
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(ii)  Definition of default

For internal credit risk management, the Target Group considers an event of default occurs when
information developed internally or obtained from external sources indicates that the debtor is unlikely to pay
its creditors. including the Target Group, in tull (without taking into account any collaterals held by the Target
Group).

Trrespective of the above, the Target Group considers that defaull has occurred when a financial asset
is more than 90 days past due unless the Target Group has reasonable and supportable information to
demonstrate that a more lagging default criterion is more appropriate.

(#i1)  Credit-impaired financial assets

A financial asset is credit-impaired when one or more events of default that have a detrimental impact
on the estimated future cash flows of that financial asset have occurred, Evidence that a financial asset is credit
impaired includes observable data about the following events:

(a)  significant financial difficulty of the issuer or the borrower;
(b)  a breach of contract, such as a default or past due event;

(¢)  the lender(s} of the borrower, for economic or contractual reasens relaling to the borrower’s
tinancial difficulty, having granted to the borrower a concession(s) that the lender(s) would not
otherwise consider; or

(d)  itis becoming probable that the borrower will enter bankruptey or other financial reorganisation.
(iv)  Write-off policy

The Target Group writes off a financial asset when there is information indicating that the counterparty
is in severe finuncial difficulty und there is no realistic prospect of recovery, for example, when the
counterparty has been placed under liquidation or has entered into bankruptey proceedings, or in the case of
accoun! receivables, when the amounts are over three years past due, whichever oceurs soouner. Financial assets
written off may still be subject to enforcement activities under the Target Group’s recovery procedures, taking
into account legal advice where appropriate. A write-off constitutes a derccognition event. Any subsegquent
recoveries are recognised in profit or loss.

(v)  Meusorement and recognition of ECL

The measurement of ECL is a function of the probability of default, loss given default (i.e. the
magnitude of the loss if there is a default) and the exposure at default. The assessment of the probability of
default and loss given default is based on historical data and forward-looking information. Estimation of ECL
reflects an unbiased and probability-weighted amount that is determined with the respective risks of default
occurring as the weights. The Target Group uses a practical expedient in estimating ECL on account
receivables using a provision matrix taking into consideration historical eredit loss experience and forward
looking information that is available without undue cost or effort.

Generally. the ECL is the difference between all contractual cash flows that are duc to the Target Group
in accordance with the contract and the cash flows that the Target Group expects 1o receive, discounted at the
effective interest rate determined at initiul recognition,

Lifetime ECL for account receivables are considered on a collective basis taking into consideration past
due information and relevant credit information such as forward looking macroeconomic information,

For collective assessment, the Target Group fakes into consideration the following characteristics when
formulating the grouping:

. Past-due stutus;
. Nature, size and industry of debtors: and
v External credit ratings where available.
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The grouping is regularly reviewed by management to ensure the constituents of each group continue
to share similar credit risk characteristics.

Interest income is calculated based on the gross carrying amount of the financial asset unless the
financial asset is credit impaired, in which case interest income is caleulated based on amortised cost of the
financial asset.

The Target Group recognises an impairment gain or loss in profit or loss for all financial instruments
by adjusting their carrying amount, with the exception of account receivables, other receivables and amounts
due from related parties where the corresponding adjustment is recognised through a loss allowance account.

Foreign exchange gains and losses

The carrying amount of financial assets that are denominated in a foreign currency is determined in that
foreign currency and translated at the sput rate ut the end of each reporting period. Specifically:

. For financial assets measured at amortised cost that are not part of a designated hedging
relationship, exchange differences are recognised in profit or loss in the “Other gains and losses™
line item (Note 8) as part of the foreign exchange guins/(losses), net;

. For financial assets measured at FVTPL that are not part of a designated hedging relatienship,
cxchange differences are recognised in profit or loss in the “Other gains and losses™ line item as
part of the guin/(loss) from realised and wnrealised gain/(loss) on fair value charges in respect of
commodity futures contracts, net (Note 8).

Derecognition of financial assets

The Target Group derecognises a financial asset only when the contractual rights to the cash flows from

the asset expire, or when it transters the financial asset and substantially all the risks and rewards of ownership

of the asset to another entity.

On derecognition of a financial asset measured at amortised cost, the difference between the assel’s
carrying amount and the sum of the consideration received and receivable is recognised in profit or loss.

Financial liabilities and equity instruments
Classification as debt or equity

Debt and equity instruments are classified as either financial liabilities or as equity in accordance with
the substance of the contructual arrangements and the definitions of a financial liability and an equity
instrument.
Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity aftler
deducting all of its liabilities. Equity instruments issued by the Target Group are recognised at the proceeds
received, net of direct issue costs.

Financial liabilities

All financial linbilities are subsequently measured at amortised cost using the effective interest method
or at FVTPL.

Financial liabilities at FYTPL

Financial liabilities are classified as at FYTPL when the financial liability is held for irading or it is
designated us at FVTPL.

Financial liabilities at amortised cost

Financial liabilities including account and bills payables, other payables, bank borrowings and amounts
due 1o related companies are subsequently measured at amortised cost. using the effective interest method.
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Foreign exchange gains and losses

For financial labilicies that are denominated in a foreign currency and are measured at amortised cost
at the end of euch reporling period, the foreign exchuange gains und losses are determined based on the
amortised cost of the instroments. These foreign exchange gains and losses are recognised in the “Other gains
and losses” line item in profit or loss (Note 8) us part of foreign exchunge gains/(losses), net for finuncial
liabilities that are not part of a designated hedging relationship.

The fair value of financial liabilities denominated in a foreign currency is determined in that foreign
currency and translated at the spot rate at the end of the reporting peried. For financial liabilities that are
measured as at FVTPL, the foreign exchange component forms part of the fair value gains or losses and is
recognised in profil or loss for financial liabilities that are not part of a designated hedging relationship.

Derecognition of financial liabilities

The Target Group derecognises financial liabilities when, and only when, the Target Group’s obligations
are discharged, cancelled or have expired. The difference between the earrying amount of the financial liability
derecognised and the consideration paid and payable is recognised in profit or loss,

Derivative financial instruments

Derivatives are initially recognised at fair value at the dale when derivative contracts are entered into
and are subsequently remeasured to their fair value at the end of the reporting period. The resulling gain or
loss is recognised in profit or loss,

A derivative is presented as a non-current asset or 2 non-current liability if the remaining maturity of
the instrument is more than 12 months and it is not due to be realised or settled within 12 months. Other
derivatives are presented as current assets or current liabilities.

4 KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Target Group’s accounting policies, which are described in Note 3, the sole direcior
ol the Target Company is required to make estimates and assumptions about the carrying amounts of assets and
liabilities that are not readily appuarent from other svurces. The estimautes and underlying assumptions are based on
historical experience and other factors that are considered to be rclevant. Actual results may differ from these
estimates,

The estimates and underlying assumplions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that period, or in
the period of the revision and future periods if the revision affects both current and future pertods.

The following arce the key assumptions concerning the tuture, and other key sources of estimation uncertainty
at the end of exch reporting period that may have a significans risk of causing a materiul adjustment to the carrying
amounts of assets and liabilities within the next financial year.

Estimated impairment of property, plant and equipment and right-of-use assets

The carrying values of property, plant and equipment and right-of-use assets are reviewed for impairment when
evenis or changes in circumstances indicate the carrying values may not be recoverable or events previously cavsing
the impairment no longer exist in uccordunce with the accounting policies as disclosed in the relevant parts in Note
3. The recoverable amounts of the property, plant and equipment and right-of-use assets are the higher of the fair
value less costs of disposal and value in use.

In determining whether an asset is impaired or the event previously causing the impairment no longer exists,
the Target Group has to exercise judgement and make estimation, particularly in assessing: (1) whether an event has
occurred or any indicators that may affect the asset value; (2) whether the carrying value of an asset can be supported
by the fair value less costs of disposal or the value in use, i.e. the netl present value of future cash flows which are
estimated based upon the continued use of the asset; and (3) the appropriate key assumptions to be applied in
estimating the recoverable amounts including cash flow projections and an appropriate discount rate, When it is not
possible 10 estimate the recoverable amount of an individual asset, the Target Group cstimates the recoverable amount
of the cash-generating unit to which the asset belongs, including allocation of corporate assels when a reasonable and
consistent basis of allocation can be established, otherwise recoverable amouni is determined at the smallest group
of cash generating units, for which the relevant corporate assets have been allocated. Changing the assumptions and
estimates, including the discount rutes or the growth rate in the cash fow prajections, could materially affect the
recoverable amounts.
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As at 31 December 2021, 2022 and 2023 and 30 June 2024, the carrying amounts of property, plant and
equipment are RMB596,244,000, RMBG673,883,000, RMB694,240,000 and RMBG691,760,000 respectively.

As at 31 December 2021, 2022 and 2023 and 30 June 2024, the carrying amounlts of right-of-use assets are
RMBY35,712,000, RMBI00.981.000, RMBY90.726,000 and RMB96,761,000 respectively.

5 REVENUE

Disaggregation of revenue from contracts with cusiomers:

Year ended 31 December Six months ended 30 June
2021 2022 2023 2023 2024
RMB'000 RMB’'000¢ RMB'000 RMB’O00 RMB 000
tunaudited)
Types of goods
Sales of feed 6,980,792 7,679,488 8,496,194 3,922,018 3,247,473
Geographical market
Mainland China 6,980,792 7,679,488 8,496,194 3,922,048 3,247,473
Timing of revenue
recognilion
A point in tie 6,980,792 7,679,488 8,496,194 3,922,018 3,247.473

Performance obligations fer contracts with customers and revenue recognition policies

The Target Group sells feed in the Mainland China. Revenue is recognised when control of the goods has
transferred, being at the point when the goods have been delivered o the customers at the locations agreed between
the Target Group and the customers.

Except for certain reputable custorers, the Target Group requires full prepayments from customers, For credil
sales, the normal credit term is within 180 days from delivery.

All contracts are for periods of one year or less. As permitted by HKFRS 15, the transaction price allocated
to the unsalisfied performance obligations is not disclosed.

G SEGMENT INFORMATION

Information reported to the sole director of the Target Company, being the chief operating decision maker
(“CODM'™), for 1he purposes of resource allocation and assessment of segment performunce focuses on types of goods
provided, The CODM of the Target Company reviews revenue by respective products and the consolidated financial
statements of the Target Group prepared in accordance with HKFRSs as a whole. No further discrete financial
information is available. Accordingly, no operating segments information is presented other than entity-wide
disclosures,

Geographical information

All of the revenue of the Target Group is derived from Mainland China based on location of the operations for
years ended 31 December 2021, 2022 and 2023 and six months ended 30 June 2023 and 2024,

All the Target Group’s non-current assets {excluding deferred tax assets) as at 31 December 2021, 2022 and
2023 and 30 June 2024 are located in the Mainiand China based on geographical location of the assets.

Information about major customers

No revenue from transactions with any single external customer amounted to 10% or more of the Targel
Group’s revenue for the years ended 31 December 2021, 2022 and 2023 and six months ended 30 June 2023 and 2024,
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OTHER INCOME

An analysis of the Target Group's other income is as follows:

Year ended 31 December Six months ended 30 June

2021 2022 2023 2023 2024

RMB’000 RMB 000 RMB QU0 RMB'OU0 RMB (U

(Unaudited)

Interest income from banks 5,887 1,238 13,313 6,681 6,653
Interest income from a

related company® 5 2,870 3,257 1,225 1,947

5.892 4,108 16,570 7.906 8,600

Government grants™* 3,588 3,038 4.371 1,617 2,783

9,480 7,146 20,941 9,523 11,383

* The amount represents interest income for deposits placed in a non-banking financial institution,

COFCO Finance Corporation Limited (“COFCO Finance™), a subsidiary of COFCQ Cotporation.
Details of the deposits are set out in Note 26 and Note 43.

Government grants related to acquisition of lands use rights and acquisition/consteuction of property,
plant and eguipment projects are included in deferred income and are credited to profit or loss on a
systematic basis over the useful lives of the related assets. Forther details are disclosed in Note 32,
Included in the above balances are government grants reieased from deferred income of RMB446,000,
RMBE145.000, RMB1,132,000, RMB78,000 and RMB76,000 for the years ended 31 December 2021,
2022 and 2023 and six months ended 30 June 2023 and 2024 respectively.

OTHER GAINS AND LOSSES

An analysis of the Target Group’s other gains and losses is as follows;

Year ended 31 December Six months ended 30 June
2021 2022 2023 2023 2024
RMB 000 RMB 000 RMB'000 RMB 000 RMB 000
{Unaundited)
Exchange (loss)/gain, net (222) {6) 26 - -

Loss on disposal of

properly, plant and

equiptient, net 68) (264) (586) (112) (719)
(Write-down)/reversal of

wrile-down of

inventories to net

realisable value (98) 9 913 737 -
Reversal of provision of

impairment on account

receivables, net 4,232 550 2,410 59 50
(Provision of)/reversal of

provision of impairment

on other receivables, net (219) 3,593 114 79 68
Waiver of account
payables - 931 1,733 181 1.175
Provision for litigation
(Note 46) - - (6.910) - -
Insurance claims 340 116 977 434 613
Others 222 20 84 31 320
4,187 4,955 1,239) 1,409 1,507
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9 FINANCE COSTS

An analysis of the Target Group's finance costs is as follows:

Inierest on:

Bank burruwings

Loans from related
companies (Note 23)

Leasce liabilities from
related companies

Lease liabilities from
third parties

Total borrowing costs
Less: Borrowing costs

capitalised in the cost of

qualifying assets

Year ended 31 December Six months ended 30 June

2021 2022 2023 2023 2024

RMB 000 RMB 000 RMB 00U RMB'O00 RMB’000
{Unandited)

4,899 2,305 12,821 6,798 3,816

- 346 - - -

4443 227 335 221 -

957 753 471 330 639

6,299 3,631 13,827 7.349 4,455

- (252) - - =

6,299 3,379 13,827 7,349 4,455

Borrowing costs capitalised during the year ended 31 December 2022 argse on the specific borrowings with
interest rates ranging from 3.45% to 3.9% per annum,

10 PROFIT BEFORE TAX

The Target Group’s profit before tax is arrived at after charging:

Cost of invenlories
recognised as expenses

Realised and unrealised
gain on fair valve
changes in respect of
commodity futures
contracts, net

Total cost of sales

Employee benefits
expenses (including the
director’s emoluments as
disclosed in Note 12):

Salaries and other
allowances

Retirement benefit
schemes contributions

Less: Capitalised in
conslruction in progress

Year ended 31 December Six months ended 30 June

2021 2022 2023 2023 2024
RMB'000 RMB'000 RMB’000 RMB'000 RMB’'000
{Unaudited)

6,460,194 7.241,917 7.868,378 3,658,314 2,980,118
{22,197) (22,450) 6,770) (112) (11,232)
6,437,997 7,219,467 7.861,607 3,658,202 2,968,886
328,757 323,169 377,884 193,095 161,624
23,631 25,852 28,785 12,912 15,402
{1,052} (1,553 (599) (187 (355
351,336 347,468 406,070 205,820 176,671
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Year ended 31 December

Six months ended 30 June

2021 2022 2023 2023 2024
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
(Unandited)
Depreciation of property,
plant and equipment 48,443 51,847 63,933 30419 33,862
Depreciation of
right-of-use assets 14,858 13,641 14,479 6,962 4,692
Amortisation of intangible
assets 4,994 4,941 4,947 2,475 2,583
Total depreciation and
amaortisation 68,295 71,429 83,359 39.856 41,139
Auditors’ remuncration 599 700 682 - -
11 INCOME TAX EXPENSE
An analysis of the Target Group’s income tax expense is as follows:
Year ended 31 December Six months ended 30 June
2021 2022 2023 2023 2024
RMB'000 RMB 000 RMB'000 RMB'000 RMB'000
{Unaudited}
Current tax:
PRC Enterprise Income
Tax (the “EIT™) 35,979 29,600 47,135 19,636 23,375
COver provision in prior
years/periods:
PRC Enterprise
Income Tax {1,373 (1,703} (141N (1,975 (568)
34,606 27,897 45,718 17,661 23,007
Deterred tax:
Current yeas/period
{(Note 20) 193 (21} 1,488 {1,054) {618)
34,799 27.876 47,206 16,607 22.389

No provision for Hong Kong Profits Tax has been made as the Target Group had no assessable profit generated
in Hong Kong for the years ended 31 December 2021, 2022, 2023 and six months ended 30 June 2023 and 2024,

Under the Law ot the PRC on Enterprise Income Tax (the “EIT Law™) and the Implementation Regulation of
the EIT Law, the tax rate of the PRC subsidiaries is 25% during the years ended 31 December 2021, 2022, 2023 and

six months ended 30 June 2023 and 2024,

Certain subsidiaries were granted lower tax rates by the state tax bureaw in accordance with the EIT Law and
the corresponding transitional 1ax concession policy and “The notice of tax policies relating to the implementation
of the western China development strategy™ during the years ended 31 December 2021, 2022, 2023 and six months

ended 30 June 2023 and 2024,
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12

Income tax expense for the Relevant Periods can be reconciled to the profit before tax per the consolidated
statements of profit or loss and other comprehensive income us follows:

Profit before tax

Tax at the domestic
income tax rate of 25%*

Effect of tax concessions

Effect of expenses not
deductible for tax
purpose

Tax effect of income not
taxable for tax purpose

Tax effect of share of
results of assuciates

Tax losses utilised from
previous periods

Tax effect of 1ax [osses not
recognised

Over provision in prior
years

Income tax expense for the
year/period

Year ended 31 December

Six months ended 30 June

2021 2022 2023 2023 2024
RMB’000 RMB'000 RMB000 RMB'000 RMB’000
(Unaudited)

162,723 123,678 202,138 60,752 946,910
40,681 30,919 50,535 15,187 24,227
(1,278) (1,901) (5.614; (127 (}70)

187 2,536 2,181 1,186 836
(897} (760) (1093} (404} (696)
2n (37 (233} (103} (123
{3,251 (1,158) (3.470; (73} (1,115%)
747 - 6,317 2,906 -
(1,373) (1,703) (1,417} (1,975) (568)
34,799 27.876 47,206 16,607 22,389

is substantially based is used.

DIRECTOR'S EMOLUMENTS

The domestic tax rate (which is the EIT rate) in the jurisdiction where the operation of the Target Group

Director’s enoluments for the years/periods, disclosed pursuant to the applicable Listing Rules and the Hong
Kong Companies Ordinance, are as follows:

Year ended
31 December 2021
QING Lijun f{rote {a))
DONG Shungang
{note (b))

Year ended
31 December 2022
DONG Shungang

Other emoluments

Retirement

Salaries benefit

Directors’ and other scheme
fees allowances contributions Bonus Total
RMB'000 RMB 000 RMB'000 RMB'000 RMB 000
- 875 167 796 1,838
- 875 167 796 1,838

Other emoluments

Retirement

Salaries benefit

Directors’ and other scheme
fees allowances contributions Bonus Total
RMB'000 RMB 000 RMB'000 RMB'000 RMB 000
- 874 186 1,600 2,660
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Other emoluments

Retirement

Salaries benefit

Directors’ and other schene
fees allowances contributions Bonus Total
RMB 000 RMB 000 RMB'000 RMB 000 RMB’000

Year ended
31 December 2023

DONG Shungang - 729 193 1.479 2,401

Other emolumenis

Retirement
Salartes benefit
Directors’ and other scheme
fees allowances contributions Bonus Total
RMB'000 RMB 000 RMB'000 RMB 000 RMB’000
Six months ended
30 June 2023
(Unaudited)
DONG Shungang - 363 103 960 1,426

Otiher emoluments

Retirement

Salaries benefit

Directors’ and other scheme
fees allowances coniributions Bonus Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB’000

Six months ended
30 June 2024

DONG Shungang - 360 90 - 450

The director’s emcluments shown above were for his services in connection with the management of ihe affairs
of the Targe! Company and the Target Group.

Notes:

(a)  QING Lijun was resigned as a director of the Target Company on 25 February 2021.

(b) DONG Shungang was appointed as a director of the Target Company ou 25 February 2021,

Bonus, including annual performance bonus and tenure incentive, is determined by reference to the market,
individual performance and director’s respective contribution to the Target Group. For the years ended 31 December

2021, 2022, 2023 and six months ended 30 June 2023 and 2024, the Target Company focused on the payment of
tenure incentive,

During the years ended 31 December 2021, 2022 and 2023 and six months ended 30 June 2023 and 2024, no
director of the Target Company waived or agreed o waive any emoluments. and no emoluments was paid to the sole
director of the Target Compuny as an inducement to join or upon joining the Target Group or as compensation for
loss of oftice.

_31—



13 FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees of the Target Group for the years ended 31 December 2021, 2022 and 2023
and six months ended 30 June 2023 and 2024 included 1, 1, 1, 1 and nil director of the Target Company, details of
whose emoluments are set out jn Note 12 above. Details of the emoluments of the 4 4, 4, 4 and 5 highest paid
employees for the years ended 31 December 2021, 2022 and 2023 and six months ended 30 June 2023 and 2024 who
are not the sole director of the Target Company arc as follows:

Year ended 31 December Six months ended 30 June
2021 2022 2023 2023 2024
RMB'000 RMB'G00 RMB000 RMB'000 RMB'000
{Unaudited)

Salaries. allowances and
benefits in kind 1,823 1,836 1,009 478 8i6
Bonus 3.639 3,858 4,012 3,300 3,699

Retirement benefit

schemes contributions 218 229 156 53 142
5,680 5,923 5,777 3,831 4,057

The number of the highest paid employees who are not the sole director of the Target Company whose
emoluments fell within the following bands is as follows:

Number of individual

Year ended 31 December Six months ended 30 June
2021 2022 2023 2023 2024
{Unaundired)
Hong Kong Dollar
(“HKD") Nil to
HKD1,000,000 - - - 1 |
HKDE,000,001 to
HKD1,500,000 2 2 3 3 4
HKD1,500,001 to
HKD2,000,000 1 1 1 - -
HKD2,000,001 to
HKD2.500,000 1 1 - - -
4 4 4 4 5
14 DIVIDENDS
Year ended 31 December Six months ended 30 June
2021 2022 2023 2023 2024
RMB’000 RMB'000 RMB'000 RMB'006 RMB'000
{Unaudited)
Dividends recognised as
distributiens during the
year/period - - - - 69,017

15 EARNINGS PER SHARE

No earnings per sharc information for the Relevant Periods are presented as its inclusion, for the purpose of
this report, is not meaningful.
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16 PROPERTY, PLANT AND EQUIPMENT

Cost:

At 1 January 2021
Additions
Disposal

At 31 December 202] and
| January 2022

Additions

Transfer

Disposals

At 31 December 2022 and
1 January 2023

Additions

Transfer

Disposals

A1 31 December 2023 and
U January 2024

Additions

Transter

Disposals

At 30 June 2024

Depreciation and
impairment:

At I January 2021

Depreciation charge for
the year

Eliminated on disposals

At 31 December 2021 and
| January 2022

Depreciation charge for
the year

Eliminated on disposals

At 31 December 2022 and
1 January 2023

Depreciation charge for
the year

Eliminated on disposals

At 31 December 2023 and
I January 2024

Depreciation charge for
the period

Eliminated on disposals

A1 30 June 2024

Leasehold

Furniture

Motor Construction

Buildings improvements Equipment and fixtures  vehicles  in progress Total
RMB'000 RMB'000  RMB’000 RMB'000  RMB'006 RMB'000  RMB'000
441,937 9.548 337.829 46,776 25.043 415 861,548
4604 5.427 22490 6.164 8.447 32,068 79,200
(36} (1,034} (2,110 (7,052) (3,744) - (13,976)
446,503 13,941 358,209 45,488 29,746 32,483 926,772
5,270 4,688 25,316 7.394 2,518 84,504 130,090
85.816 - 31.264 - - {117.080) -
- {2,249} (607) (834) {683) ([38) .511)
537.591 16,380 414.182 52448 31581 169 1.052,351
9,996 6,280 34,866 11,023 241z 21,092 85,669
11,479 - 85 - - {11,564) -
(350) (899) (2,26 {4.067) (1,575 - (9,158)
558,716 21,761 446,866 59,404 32418 9,697 1,128,862
1,558 2,510 8.758 2,504 126 17.133 32,589
- - 2.066 - - {2.066) -
(1,166) (225} (2,556) {568) (1.515) - {6,030}
559,108 24.046 455.134 61.340 31029 24764 1153421
113,251 2,667 131,506 N.037 15.580 - 291,041
15,110 2414 23,425 5,238 2,259 - 48,443
(32) {962} (1,475) (5,264) (3,223 - (10,956)
128,329 4.119 153,456 30,008 14.616 - 330,528
15,274 4,122 24472 4.829 3.130 - 31.847
- {2,209} (319) {754) (625} - (3.907)
143,603 6.032 177.609 34,083 17,141 - 378.468
19,432 5,157 20,833 5,851 3.660 - 63.933
(39 {899} (1,615 (3,801) (1,425) - (1779
162,996 10,290 205,827 36,133 19,376 - 434,632
9,937 3.096 16.214 3.060 1.555 - 33.862
(470) (22%) (2.172) (540} (1.416) - (4.823)
172,463 13.161 219.869 38.633 19.515 - 463.66)




Leaschold Furniture Metor Construciion
Buildings improvemenis Equipment and fixiures  vehicles  in progress Total
RMB 000 RMB'000  RMB'000 RMB'000  RMB 000 RMB'000  RMB 000

Carrying values:

At 31 December 2021 318,176 9,822 204,753 15.880 13,130 32,483 396,244
At 31 December 2022 393,988 10,348 236,573 18,363 14,440 169 673,883
At 31 December 2023 395,720 11471 241039 23,271 13.042 9.697 094,240
At 30 June 2024 IR6.645 10685 235265 22,687 11.514 24,764 691.760

The above items of property, plant and equipment, except for construction in progress, after taking inlo account
any residual value, are depreciated on a straight-line basis at the following rates per annumn:

Buildings 1.8% to 19%

Leasehold improvements 10% to 25% (over the shorter of the term of the lease and
estimated useful lite)

Equipment 4.5% to 47.5%

Furniture and fixtures 9% to 19%

Motor vehicles 9% to 19%

17  RIGHT-OF-USE ASSETS

Lands Propertics Total
RMB’000 RMB'000 RMB 000
Carrying amounis
As al 31 December 2021 75,557 20,155 95,712
As at 3| December 2022 79455 21,526 100,981
As at 31 December 2023 83,369 7,357 90,726
As at 30 June 2024 92,434 4,327 96,761
Depreciation charges
For the year ended 31 December 2021 3,163 11,6935 14,858
For the year ended 31 December 2022 3.332 10,209 13,641
For the year ended 31 December 2023 3,529 10,950 14,479
For six months ended 30 June 2023 1,668 5.204 6,962
For six months ended 30 June 2024 1,662 3,030 4,692




Year cended 31 December Six months ended 30 June
2021 2022 2023 2023 2024
RMB'000 RMB 000 RMB'000 RMB'000 RMB'000

Expense relating to

short-term leuses 3,103 4,282 4,250 4,381 3,367
Vuariable lease puyments

not in¢luded in the

measurement of lease

liabilities 10,445 12,326 12,156 3,697 3,583
Total cash vutflow for

leases 26,635 51.099 25,499 10,898 7,302
Additions to right-of-use

assels - 21,971 8,875 36 12,027

The Targel Greup leases lunds and buildings for its operations. Leuse contracts are entered into for fixed term
of 1 1¢ 50 years for the years ended 31 Decenber 2021, 2022 and 2023 and six months ended 30 June 2024, Lease
terms are negoliated on un individual busis and contain a wide range of different terms and conditions. In determining
the lease term and assessing the length of the non-cancellable period, the Target Group upplies the definition of a
contrac! and deterimines the period for which the contract is enforceable.

In addition, the Target Group owns several industrial buildings where its feed storage facilities are primarily
located and office buildings. The Target Group is the registered owner of these property interests, including the
underlying leasshold lands. The leasehold land components ol these owned properties are presented separately only
if the paymenis made can be allocated reliably.

The Target Group regularly entered into short-lerm leases for buildings. As 31 December 2021, 2022 and 2023
and six months ended 30 June 2024, the portfolio of short-term leases is similar to the portfolio of short-term leases
to which the short-terin lease expense disclosed above.

Leases of industrial buildings and office buildings contain variable lease payments that are based on
production volume, The paymeni terms are common in industrial buildings and office buildings in the PRC where
the Target Group operates. The overall financial effect of using variable payment terms is that higher rental costs are
incurred by feed storage facilities with higher production volume. Variable rent expenses are expected to continue
to represent a similar proportion of production volume in future years,

18 INTANGIBLE ASSETS

The Target Group’s intangible assets comprise purchased computer software.

As at
Ag at 31 December 30 June
2021 2022 2023 2024
RMB'000 RMB'000 RMB'000 RMB'000
Cost:
Al beginning of the reporting period 52,754 51,964 52,840 54,627
Additions - 876 1,787 652
Disposals (790) - - -
At end of the reporting period 51,964 52,840 54,627 55,279
Accumulated amortisation:
At beginning of the reporting period 18,032 22,922 27,863 32,810
Amortisation provided during
the year/period 4,994 4,941 4,947 2,585
Eliminated on disposals (104) - - -
At end of the reporting period 22,922 27,863 32,810 35,395
Carrying values:
Al end of the reporting period 29,042 24,977 21.817 19,884




Purchased computer sefltware is stated at cost less any impairment losses and are amortised on the straight-line
basis over their estimated useful lives of 3 o 10 years.

19 INVESTMENTS IN ASSOCIATES

As al
As at 31 December 30 June
2021 2022 2023 2024
RMB'000 RMB 000 RMB’000 RMB’000
Cost of investiments in associates 8.500 25,500 25,500 17.000
Share of undistributed
post-acquisition reserves (4.729) (4,499) {3.567) L61G
3,771 21,001 21,933 18,610
Details of the Turget Group’s associales as al the end of each reporting period are as follows:
Attributable Interest held by the Target
Group
At
At 31 December 30 June
Place of
incorporation/
establishment
and principal
country of
Name of enlity operations 2021 2022 2023 2024 Principal activities
HRAE L ALTDHE  PRC/PRC 37.78%  37.78%  37.78% — Technology
fR4 A (COFCO {Note (i)} development of
Biotechnology feed products
(Beijing) Co.,
Ltd.®)
BRI R ATIA  PRC/PRC - 34.00% 34.00%  34.00% Sales of feed
%] Modern Feed (Note (i)
(Tiunjin)
Co., Ltd.®)
Notes:

6)] Modern Feed (Tianjin) Co., Lid. was incorporated in 2022. The Target Group injected capital of
RMB17,000,000 and held 34.00% equily interest of Modern Feed (Tianjin) Co., Lid.

(i) Om 27 June 2024, the Target Group’s equity interest 37.78% of COFCO Biolechnology (Beijing) Co.,
Ltd. was disposed of to a fellow subsidiary threugh graiuitous transfer.

The above associates were not individually material to the Target Group.
20 DEFERRED TAX ASSETS/LIABILITIES

The following is the analysis of the deferred tax balances for financial reporting purposes:

As al

As at 31 December 30 June

2021 2022 2023 2024

RMB’000 RMB 000 RMB'000 RMB 000

Deferred tax assets ¥.808 8,813 7,383 8,006
Deferred tax liabilities 67 51 109 114




The following are the major deferred tax assets/{(liabilities) recognised and movements thereon during each
reporting period:

Impairment
for account
and other Fair value Write-down of  Right-of- Lease
receivables Tax losses adjustment  Qthers inventories  use asseis liabilities Total
RMB 000 RMB'GO0  RMB'000 RMB'000 RMB'Q00  RMB'000 RMB’000 RMB'000
At T January 2021 6.641 1,224 - 1,069 - (3,361y 3,30 8,934
Credited/(charged) to
profit er loss (1.986) {1.044) (51) 1827 - 71 (16) (193)
Al 31 December 2021
and 1 January 2022 4,653 180 (50) 3,396 - (3.284) 3,345 8,741
Crediled/(charged) to
profit or loss 1.598 (180} 51 (1,413} 39 (39 (35) 21
At 31 December 2022
and | January 2023 6,253 - - 2,483 39 (3,323 3310 8.762
Credited/charged) 10
profil or loss (2.12%) - - 440 279 (26) (58} (1489
At 31 December 2023
and 1 January 2024 4,130 - - 2,923 318 (3.349 3,252 7,274
Credited/(charged) to
profit or Joss - 27 - 15 348 {11 5) 618
Al 30 June 2024 4,130 271 - 2938 666 (3.36M 3241 7892

The Target Group has unrecognised tux losses of RMB335,376,000, RMB120,303,000, RMB73,071,000 and
RMB66,176,000 for the years ended 31 December 2021, 2022, 2023 and six-months ended 3(t June 2024 in the PRC
which will expire during the financial years 2024 to 2029 and unrecognised deductible temporary differences in
relation to impairment of account receivables, other receivables and write-down of inventories (o net realisable values
of RMB4,654,000, RMB,293,000, RMB4,450,000 and RMB4,796,000 available for offser against future taxable
income for the years ended 31 December 2021, 2022, 2023 and six-months ended 30 June 2024,

As at 31 December 2021, 2022, 2023 and 30 June 2024, deferred tax assets of RMB3,345,000, RMB3.310.000,
RMB3,252,000 and RMB3,247,000 have been recognised in respect of deductible temporary differences associated
with lease liabilities. As at 3] December 2021, 2022, 2023 and 30 June 2024, no deferred tax assets have been
recognised in respect of the tax losses and deductible temporary differences, as they have arisen in subsidiaries that
it is not considered probable that taxable profits will be available against which the tax losses ean be ulilised.

As at 31 December 2021, 2022, 2023 and as at 30 June 2024, deferred 1ax liabilities of RMBS51,000, RMBNil,
RMBNil and RMBNIl has been recognised in respect of taxable temporary differences on {air value adjustment on
derivative financial instruments, deferred tax liabilities of RMB16,000, RMB51,000, RMB 109,000 and RMB 114,000
has been recognised in respect of taxable temporary differences associated with right-of-use assets and deferred tax
assets of RMB180,000, RMBNil, RMBNIl and RMB271,000 has been recognised in respect of the tax losses and
deductible temporary differences.



Fhe unrecognised tax losses will expire in the following years:

As at
As at 31 December 30 June
2021 2022 2023 2024
RMB'000 RMB'000 RMB 000 RMB 000
To be expired on:
31 December 2022 102,114 - - -
31 December 2023 126,964 67,409 - -
31 December 2024 8¢.561 37,920 35.167 32,449
31 December 2025 19,162 9,520 9.520 6,184
31 December 2026 6,575 2,949 1,925 1,084
31 December 2027 - 2,505 1,191 1,191
31 December 2028 - - 25,268 25,268
Total unused tax losses not
recognised as deferred tax assets 335,376 120,303 73.071 66,176
21 INVENTORIES
As at
As at 31 December 30 June
2021 2022 2023 2024
RMB'000 RMB'000 RMB'000 RMB 000
Raw materials and consumables 362,742 435,358 281.617 273,202
Work in progress 8,014 11,863 6,690 5,583
Finished goods 99,554 135,218 116,345 97,905
470,310 582,439 404.652 376,690
22 ACCOUNT RECEIVABLES
As al
As at 31 December 30 June
2021 2022 2023 2024
RMB 00 RMB 000 RMB'O00 RM B0
Account receivables [rom contracts
with customers 142.005 239,223 08.072 127,191
Less: Allowance for credit losses (41.762) (41,212) (25,468 (25,418)
Total account receivables 100,243 198,011 72,604 101,773

As at 1 January 2021, account receivables from contracts with customers ameunted to RMB 116,200,000 (net
of allowance for credit losses of RMB45,994,000).
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An aged analysis of the account receivables as at the end of the reporting period, based on the delivery dates
and net of allowance for credit losses, is as follows:

As at

As at 31 December 30 June

2021 2022 2023 2024

RMB'000 RMB 000 RMB'000 RMB 000

Within 90 days 97.085 198,008 71,630 96,545
90 to 180 days 3,158 - - 60
180 days to 1 year - 3 - 5.168
Over 1 year - - 974 -
100,243 198,011 72,604 101,773

As at 31 December 2021, 2022, 2023 and 30 June 2024, included in the Target Group's account receivables
balunce are deblors with aggregate carrying amount of RMBNil, RMB3,000, RMB974,000 and RMB3,163,000 which
are past due as at the reporting date respectively. Out of the past due balances, RMBNil, RMB3,000, RMB974,000
and RMBS5,168,000 has been past due 90 days or more and is not considered as in default taking into account the
historical repayment recerds from the custemer respectively. The Target Group does not hold any collateral over these
balances.

Details of impairment assessment of account receivables are set out in Note 41,

PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

An analysis of the prepayments. deposits and other receivables are as follows:

As al
As at 31 December 30 June
2021 2022 2023 2024
RMB'000 RMB’000 RMB'000 RMB'000
Value-added tax recoverable 3,206 1,365 1,699 996
Prepayments 42 856 43,428 22352 25,032
Other receivables 63.696 30,200 35,745 43,196
Deposits 11,293 1,864 3,432 15,248
121,051 76,857 63,128 84,472
Less: Allowance for ¢redit losses (25,601) (22,008) (21,814 (21,746)
95,450 54,849 41,314 62,726

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

Financial assets mandatorily measured at FVTPL:

As at
As at 31 December 30 June
2021 2022 2023 2024
RMB 0] RMB 000 RMB'0ONN RMB 000
Commodity futures contracts (Note) 10,623 - - -




Note: The Target Group has entered into commodity fulures contracts to manage its price exposures in fulure
price risks for corn and soybean meal. These futures are measured at FVTPL. Ne1 fair value gain on
commodity futures contracts for the years ended 31 December 2021, 2022 and 2023 and six months
emrded 30 June 2023 and 2024 amounting of RMB22,197,000, RMB22,450,000, RMB6,771,000,
RMB112,000 and RMB11,232.000, respectively was recognised in “cost of sales” in the consolidated
statement of profit or loss and other comprehensive income during the Relevant Periods.

25 BALANCES WITH RELATED COMPANIES

Included in amounts due trom related companies as at 31 December 2021, 2022 and 2023 and 30 June 2024
were receivables in trade nature of RMB1,376,000, RMB98,623,000, RMB343,997,000 and RMB244,401,000
respeclively. These receivables are unsecured, interest-free and repayable according to the relevant sales contracts,
An aged analysis of these receivables as at the end of the reportling period, based on the delivery dates and net
allowance for credit losses, is as follows:

As at

As at 31 December 3¢ June

2021 2022 2023 2024

RMB'000 RMB'000 RMB 000 RMB'000

Within 90 days 80,644 98,323 343,697 242,455
90 days lo | year 450 - - 1,646
Over | year 300 300 300 300
90,394 98,623 343,997 244,401

The remaining balances of amounts due tfrom related companies include prepayments in connection with the
purchase of inventories and current account balances, which are unsecured, interest-free and repayable on demand.

Details of impairment assessment of amounts due from related companies {excluding prepayments to related
companies} for the years ended 31 December 2021, 2022, 2023 and six months ended 30 June 2024 are set out in
Note 41,

Amounts due to related companies include interest payable in respect of louns from related companies and
current account balances, which are unsecured. interesi-free and repayable on demand.

26 RESTRICTED BANK DEPOSITS, TIME DEPOSITS AND CASH AND BANK BALANCES

(a) Restricied bank deposits

As al
As at 31 December 30 June
2021 2022 2023 2024
RMB'000 RMB'000 RMB'000 RMB 000
Restricted bank deposit for court
case (Note (i) 2,218 2,390 - -
Restricted bank deposit for issue of
bank acceplance note (Note (if)) 1,998 - - -
4,216 2,390 - -
Naotes:

(i) The amount represents cash held at banks as security in relation to the courl cuses between COFCO Feed
Co., Ltd., COFCO Jiahua Industrial Limited andfor certain venders, which carried interest at rates
ranging from 0% to 1.73% per annum for the years ended 31 December 2021 and 2022.

(i) The amount represents deposits pledged as guarantee deposit for issuance of bank acceptance notes to

suppliers, which carried interest at rates ranging from 0% to 1.73% per annum and had maturity within
1 year.
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Cash and bank balances and time deposits

Cash and bank balances

As at

As at 31 December 30 June

2021 2022 2023 2024

RMB'000 RMB'000 RMB'000 RMB 000

Cash and bank balances 12,426 42.206 6,202 3,213
Deposits with a non-banking

financial institution* 216,150 221,952 388,418 261,276

228,576 264,158 394,620 264,489

The amount represents deposits placed with COFCO Finance, and earns interest at market rates.

Time deposits

As at
As at 31 December 30 June
2021 2022 2023 2024
RMB'000 RMB'000 RMB'000 RMB 000
Time deposils with original maturity
over three months when acquired - 300,000 500,000 500,000
Less: amount included under current
assets - - (500,000} (500,000

- 300,000 - -

As al 31 December 2021, 2022, 2023 and 30 June 2024, cash at banks earns interest at rates based on daily

bank deposic rates ranging from 0% to 1.73% respectively. As at 31 December 2022, 2023 and 30 June 2024, time
deposits are made for varying periods depending on the immediate cash requirements of the Target Group, and earn
interest al a market rate at 2.63%, 2.65% and 2.63%. The bank balunces and time deposits arc deposited with
creditworthy banks with no history of default.

27

ACCOUNT AND BILLS PAYABLES

An analysis of account and bills payables is as follows:

As at

As at 31 December 30 June

2021 2022 2023 2024

RMB’000 RMB 000 RMB 000 RMB 000

Account payables 271,247 429,518 288,328 270,700
Bills payables - 0,000 33.000 -
271,247 449,518 321,328 270,700

The account payables are non-interest-bearing and are normally with credit periods ranging from 15 to 60 days.

Bills payables are normally repayable within 180 days.
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An aged analysis of the account payables as at the end of the reporting period, based on the invoice date, is
as Tollows:

As at
As at 31 December 30 June
2021 2022 2023 2024
RMB'000 RMB 000 RMB'000 RMB 000
Within | year 258,670 425,185 287731 270,474
1 to 2 years 11,181 2,948 182 215
Above 2 years 1,396 1,385 415 11
271,247 429,518 284,328 270,700
28  OTHER PAYABLES, ACCRUALS AND DEPOSITS RECEIVED
An analysis of other payables, accruals and deposits received is as follows:
As at
As at 31 December 30 June
2021 2022 2023 2024
RMB’000 RMB 000 RMB'000 RMB 000
Construction costs payables 3.603 6,323 10,770 19,769
Deposils received 17,973 15,142 25,546 31,827
Salaries and wages payables 70,986 69,878 100,974 90.986
Accruals 119,335 96,959 112,687 109,306
Other tax payables 4,450 5,369 4,828 4,510
Provision for litigation (Note 46) - - 6,910 6,910
216,347 193,671 261,715 263,808
29 LEASE LIABILITIES
As al
As ai 31 December 30 June
2021 2022 2023 2024
RMB’000 RMB'000 RMB000 RMB 000
l.ease liabilities payable:
Within one year 12,002 11,371 3,261 2,447
Within a period of more than one
year but not more than two years 3711 7311 2.052 1,718
Within a period of more than two
years but not more than five years 4,256 1,718 - -
21,969 20,400 5313 4,165
Less: Amount due for settlement
within 12 months shown under
current liabilities (12,002) {11,371 (3.261) (2,447
Amount due far settlement after
12 months shown under non-
current liabilities 9,967 4,029 2,052 [,718

As at 3] December 2021, 2022, 2023 and 30 June 2024, the weighted average incremental borrowing rates
applied to lease liabilities range from 3.65% to 4.9% respectively.
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Coniract liabilities

As at

As at 31 December 30 June

2021 2022 2023 2024

RMB 066 RMB000 RMB 000 RMB 000

Sales of feed 113,928 106,191 77,819 80,897
Total - current 118,928 106,191 77.819 80,897

As at | January 2021, contract liabilities amounted to RMB152,882,000.

The following lable shows the amount of the revenue recognised in the Relevant Periods relates to
carried-forward contract liabilities, Generally, contract liabilities are recognised as revenue within 1 year.

For the year ended 31 December 2021

Revenue recognised that was included in the eontract liabilities balance
at the beginning of the year

For the year ended 31 December 2022

Revenue recognised thal was included in the contract liabilities balance
at the beginning of the year

For the year ended 31 December 2023

Revenue recognised that was included in the contract liabilities balance
at the beginning of the year

For the period ended 30 June 2024

Revenue recognised that was included in the contract liabilities balance
at the beginning of the period

RMB 000

152,882

RMB'000

118,928

RMB'000

106,191

RMB 000

71,819

Typical payment terms which impact on the amount of contract liabilities recognised are as follows;

For sales of feed, the Target Group may grant credits to cerlain repulable corporate customers and requires
100% advance payments from the remaining customers before the Target Group delivers the produets, The advance
payments schemes result in coniract liabilities being recognised when the advance payments are received but the
controls of the goods have not been transferred.
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31 BANK BORROWINGS

As at
As at 31 December 30 June
2021 2022 2023 2024
RMB 000 RMB 000 RMB 000 RMB'000
Unsecured bank loans 500 536,287 455,340 284,173
The carrying amounis of the above
borrowings are repayable™;
Within one year*# 500 516,010 455,340 284,173
Within a peried of more than
five years - 20277 - -
500 536,287 455,340 284,173
Less: Amounts duc within one year
shown under current liabilities (500 (516,010) {455.340) (284,173)
Amounts shown under non-current
liabilities - 20,277 - -
* The amounts due are based on scheduled repayment dates set oul in the respective loan agreements.

i As at 31 December 2021, 2022, 2023 and 30 June 2024, the bank loan balances include bank loans from
a designated bank as set out in Note 26 amouniing to RMB500,000, RMBS536,287,000,
RMB455,340,000 and RMB284,173,000 respeciively, which bear interest from 2.05% to 3.85%, from
1.5% to 3.9%, from 1.9% to 2.7% and from 1.9% to 2.7% per annum respectively.

The exposure of the Turgel Group’s borrowings are as follows:

As at

As at 31 December 30 June

2021 2022 2023 2024

RMB'000 RMB 000 RMB'000 RMB 000

Fixed-rate borrowings 500 536,287 455,340 284,173

The range of effective interest rates {(which are also equal to contracted interest rates) on the Target Group’s
bank borrowings is as follows:

As at
As at 31 December 30 June
2021 2022 2023 2024
RMB 000 RMB’000 RMB' 000 RMB 000
Effective inleresl rate;
Fixed-rate borrowings 2.03% to 3.85% 1.9% to 3.9% 1.9% 1o 2.7% 1.9% 1o 2.7%
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32 DEFERRED INCOME

Deterred income represents PRC government subsidies obtained in relation to acquisition of land use rights
and property, plant and equipment and certain logistics and technology improvement projects, which is included in
the consolidated statement of financial position as deferred income and is credited to profit or loss on a systemalic
basis over the useful lives of the related assets.

As at
As at 31 December 30 June
2021 2022 2023 2024
RMB'000 RMB 000 RMB 000 RMB'000
At beginning of the reporting period 2.877 2,431 2,286 1,154
Credited to profit or loss during
the year (446) (145) (1,132} (76)
Al end of the reporting period 2431 2,286 1,154 1,078
33 PAID-IN CAPITAL
RMB 000
AU 1 January 2021, 31 December 2022, 2023 and 30 June 2024 303,000
34  STATEMENT OF FINANCIAL POSITION AND RESERVES OF THE TARGET COMPANY
As at
As at 31 December 30 June
2021 2022 2023 2024
RMB’'000 RMB'000 RMB 000 RMB 000
Non-current assets
Investments in subsidiaries 938,441 938,441 054,196 954,196
Intangible assets - -~ 780 741
Investment properties 17,630 16,512 - -
Time deposits - 180,000 - -
956,071 1,134,953 954,976 954,937
Current assets
Amounts due from subsidiaries 75,745 667,121 383,777 361,000
Cash and bank balances 214,375 219,525 568,417 441,097
290,120 886,646 952,194 802,097
Current liabilities
Bank borrowings - 500,000 280,148 180,000
Amounts due to subsidiaries 287.892 561,736 647,673 402,711
Other payables, accruals and
depusits received - 60 17,249 1,172
Current tax linbilities 1 238 266 524
287,893 1,062,034 945,336 584,407
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Net current assets/{liabilities)

Net assels

Capital and reserves
Paid-in capital
Reserves

Total cquity

As at

Movements of reserves of the Target Company are as follows:

At 1 January 2021

Profit and total comprehensive income
for the year

At 31 December 2021 and
1 January 2022

Profit and total cumprehensive income
for the year
Statutory reserve appropriation

At 31 December 2022 and
1 January 2023

Profit and total comprehensive income

for the year
Statutory reserve appropriation

Al 31 December 2023 and
1 January 2024

Profit and total comprehensive income
for the period

At 30 June 2024

As at 31 December 30 June
2021 2022 20232 2024
RMB’000 RMB 000 RMB000 RMB 000
2,227 (175,388) 6,838 217,690
058,298 959,565 961,834 1,172,627
303,000 303,000 303.000 303,000
655,298 656,565 658,834 869,627
058,298 959,565 961,834 1,172,627

{Accumulated

Capital Statutory losses}/retained
reserve reserve profits Total
RMB'000 RMB’600 RMB'000 RMB 000
655,296 - (1,259) 654,037
- - 1,261 1,261
655.296 - 2 655,298
- - 1,267 1,267
- 127 (127) -
635,296 127 1,142 636,565
- - 2,269 2.269
- 227 (227) -
655,296 354 3.184 658,334
- - 210.793 210,793
655,296 354 213.977 869,627
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(Accumulated

Capital Statutory losses)/retained
reserve reserve profits Total
RMB'000 RMB'000 RMB'000 RMB'000
At 1 Januvary 2023 (avdited) 655,296 127 1,142 656,565
Profit and total comprehensive income
for the period - - 502 502
At 30 June 2023 (unaudited) 655,296 127 1,644 657,067
35  CAPITAL COMMITMENTS
As al
As at 31 December 30 June
2021 2022 2023 2024
RMB'000 RMB 000 RMB'000 RMB 000
Contracted but not provided for
in respect of:
Purchase of property, plant
and equipment 59,302 159,914 25.188 29,180

36 RETIREMENT BENEFIT SCHEME

The employees of the Target Group in the PRC are members of a state-managed retirement benefit plan
operated by the government of the PRC. The Target Group is required to coniribute a specified percentage of payroll
¢osts 1o the retirement benefit scheme to fund the benelits. The only obligation of the Target Group with respect to
the retirement benefit plan is (o make the specified contributions. For the years ended 31 December 2021, 2022, 2023
and six months ended 30 June 2023 and 2024, the otal expenses recognised in the consolidated statement of profit
or loss and other comprehensive income amounted to approximately RMB23,631,000, RMB25,852.000,
RMB28,785,000, RMB12,912,000 and RMB15,402,000 respectively.

37  RECONCILIATION OF LIABILITIES ARISING FROM FINANCING ACTIVITIES

The table below details changes in the Target Group's liabilities arising from [inancing activities, including
both cash and non-cash changes. Liabilities arising from financing activities are those for which cash flows were, or
future cash flows will be, classified in the Target Group's consolidated statements of cash flows as cash flows from
financing activitics.

At Al

1 January Financing Interest 31 December

2021 cash flows accrual 2021

RMB'000 RMB 000 RMB'000 RMB 000

Bank borrowings* 249.767 (254,166) 4,899 500
Lease liabjlities 47,203 (26,634) 1,400 21,969
296,970 (280,800 6,299 22,469
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At At
1 January Financing Interest 31 December
2022 cash tlows accrual 2022
RMB'000 RMB 000 RMB'000 RMB 000
Bank borrowings* 500 533,482 2,305 536,287
Loans from relaled companies - (346) 346 -
Lease labilities 21,969 (2,549) 980 20,400
22,469 530,587 3,631 556,687
At At
1 Januvary Financing Interest 31 December
2023 cash flows accrual 2023
RMB' 000 RMB 000 RMB'000 RMB 000
Bank borrowings* 536,287 (93,768) 12,821 455,340
Lease liabilities 20,400 (16,093 1,006 5,313
556,687 (109,861) 13.827 460,653
At

1 January Financing Interest At
2024 cash flows accrual 30 June 2024
RMB'000 RMB 000 RMB 000 RMB'000
Bank borrowings® 455,340 (174,983) 3816 284,173
Lease liabilities 5.313 ([,787) 639 4,165
460,653 (176,770) 4,455 288,338
At At
1 January Financing Interest 30 June
2023 cash (lows accrual 2023
RMB'000 RMB’000 RMB'000 RMB'000
Bank borrowings* 536,287 177,992 6,798 721,077
Lease liabilities 20400 {4,902) 551 16,049
556,687 173,090 7.349 737,126

* balances include both the principuls und interests acerued,

38 TRANSACTIONS WITH NON-CONTROLLING INTERESTS

In 2022, HABEIEMFAMAF, a non-controlling shareholder, and the Target Group jointly established
COFCO Feed (Hohhot) Co., Lid.. B IRLEH R AR invested RMB19,600,000 and held 49% equity interest

of COFCO Feed (Hohhot) Co., Ltd..

Tn 2023, R{CHZEGE) 4 RN invested RMB29,633,000 10 acquire 49% of the equity of COFCO Feed
{Yinchuan} Co., Ltd. held by the Target Group. After the transaction, R{CHFEGREDF R 7 share the net assets
of COFCO Feed (Yinchuan) Co.. Ltd. amounting of RMB27.802,000, and the Target Group share of RMB1,831,000

of capilal reserve.

Tn 2024, AL R A IRA T, 2 subsidiary of T S H )& B E, and the Target Group jointly established
COFCO Feed (Xinji) Co., Lid.. IR IR F invested RME 19,600,000 and held 499 equity interest in COFCO

Feed (Xinji) Co., Lid..
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39 CAPITAL RISK MANAGEMENT

The Targel Group manages its capital lo ensure that entities jn the Target Group will be able to continue as
4 going concern while maximising the return to shareholders through the optimisation of the debt and equity balances.
The Target Group’s overall strategy remains unchanged from prior years.

The capital structure of the Target Group consists of net debt, which includes bank borrowings disclosed in
Note 31, net of cash and bank balances and equity attributable to owners of the Target Company, comprising issued
paid-in capital and reserves as disclosed in consclidated statements of changes in equity.

The management reviews the capital structure by considering the cost of capital and the risks associated with
each class of capital. Based on recommendations of the management, the Target Group will balance its overall capital
structure through new share issues as well as the issue of new debt or the redemption of existing debts.

40  CATEGORIES OF FINANCIAL INSTRUMENTS

The carrying amounts of each of the categories of tinancial instruments at the end of each reporiing period are
as follows:;

As al 30
As at 31 December June
2021 2022 2023 2024
RMB 000 RMB 000 RMB'000 RMB 000
Financial assets

Financial assets at FVTPL 10,623 - - -
Financial assets ar amortised cost 555,894 693,491 1,401,825 1,206,909
566,517 693,491 1,401,825 1,206,909

Financial liabilities
Financial liabilities at amortised cost 375,495 1,111,456 043,597 740,724

41 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Target Group’s major financial ingtruments include derivative finuncial ingtruments, account receivables,
deposits and other receivables, account and bills payables, other payables, lease liabilities, bank borrowings, loans
from related companies, amounts due lrom/to related companies, restricted bank deposits and cash and bank balances.
Delails of these financial instruments are disclosed in respective notes. The risks associated with these financial
instruments include market risk (currency risk and interest rate risk}, credit risk and liquidity risk. The policies on
how to mitigate these risks are set oul below., The management of the Target Group manages and monitors these
exposures (o ensure appropriate measures are implemented on a timely and effective manner,

Market risk

The Targel Group’s activities expose the Target Group primarily to the financial risks of changes in foreign
currency exchange rates and interest rates.

Currency risk

The Target Group has most sales and purchases, bank balances and bank borrowings denominated as RMB
which expose the Target Group has minimal foreign cwrrency risk,

Ne sensitivity analysis has been presented for the exposure to foreign currencies as the management of the
Target Group considers that, taking into account that the fluctuation in exchange rates on foreign currencies is
minimal, the impact on profit or loss for cach of the reporting periods is insignificant.

Interest rate risk

The Target Group is exposed to fair value interest rate risk in relation to fixed-rate bank borrowings (see Note
31 for details of these borrowings) and lease liabilities (see¢ Note 29 for details). The Target Group is also exposed
to cash flow interest rate risk in refation to variable-rate bank balances and deposits (see Note 26 for details). The
Target Group’s cash flow interest rate risk relates primarily to the Target Group’s bank balances (see Note 26 for
details). The Target Group manages its interest rate exposures by assessing the potential impact arising from any
interest rate movements based on interest rate level and outlook. The management will review the proportion of
borrowings in fixed and floaling rates and ensurc they are within reasonable range.
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No sensitivity analysis has been presented for the exposure to interest rates for bank balances as the
management of the Target Group considers that, taking into account that the fluctuation in interest rates on bank
balances is minimal, the impact on profil or loss for the Relevant Periods is insignificant.

Credit risk and impairment assessment

Credit risk refers to the risk that the Target Group’s counterparties default on their contractual obligations
resulting in financial losses to the Target Group. As at 31 December 2021, 2022 und 2023 and 30 June 2024, the
Target Group’s credit risk is primarily attributable to its account receivables, deposits and other receivables, amounts
due from related companies, restricted bank deposits and bank balances, The Target Group monitors the exposure to
credit risk on an ongoing basis and credit evaluations are performed un customers requiring credil over a certain
amount. In additivn, receivable balances are monitored on an vngoing basis with the result that the Target Group's
exposure to bad debts is not significant.

Aceount receivables arising frem contracts with cusiomers

In order to minimise the credit risk, the management of the Targel Group has delegated a team responsible for
determination of credit limits and credit approvals., Before accepting any new customer, the Target Group uses an
internal system to assess the potential customer’s credit quality and defines credit limits by customer. Other
monitoring procedures are in place to ensure that follow-up action is taken to recover overdue debts, In addition, the
Target Group performs impairment assessment under lifetime ECL model on trade balances based on provision
matrix. In this regard, the sele director of the Target Company considers that the Target Group’s credit risk is
significantly reduced.

The Target Group’s account receivables relate to a large number of diversified customers, there is ne
significant concentration of credit risk by geographical location,

Deposits and other receivables/amounts due from related parviiesfother current assets/bank balances

For deposits and other receivables and amounts due from related companies, the sole director of the Tarpet
Company make periodic individual or collective assessment on the recoverability of the deposits and other
receivables based on historical settlement records, past experience, and also quantitative and qualitative information
that is reasonable and supportive forward-looking information. The sole director of the Target Company believes that
there is no significant increase in credit risk of these amounts since initial recognition and the Target Group provided
impairment based on 12m ECL. For the years ended 31 December 2021, 2022 and 2023, and the six months ended
30 June 2023 and 2024, the Target Group assessed the ECLs for these financial assets and recorded an additional on
ECLs of RMB219,000, a net of reversal on ECLs of RMB3,593,000, RMB1 14,000}, RMB7%.000 and RMB68,000,
respectively.

The credit risks of the Target Group’s restricted bank deposits and bank balances are limited as these balances
are placed with reputable financial institutions.

The tubles below detail the credit risk exposures of the Target Group’s financial assets, which are subject to
ECL assessment:

Gross carrying

31 December 2021 12-month or lifetime ECL antount
RMB'000

Financial assets at amortised costs

Other receivables 12-month ECL 63.690

Related companies 12-month ECL 162,671

Accouni receivables Lifetime ECL (not credit impaired) 142.005

(provision matrix)

Gross carrying

31 Dccember 2022 12-month or lifetime ECL amount
RMB’000

Financial assets at amortised costs

Other receivables 12-month ECL 43,428

Related companies 12-month ECL 188.971

Account receivables Lifetime ECL {no1 credit impaired} 239,223

{provision matrix)
———————

-50 -



Gross carrying
31 December 2023 12-month or lifetime ECL amount
RMB'000

Financial assets at amortised costs

Other receivables 12-month ECL 22,252
Related companies 12-month ECL 415,856
Accouat receivables Litetime ECL {not credit impaired) 98,072

{provision malrix)

Gross carrying
30 June 2024 12-month or lifetime ECL amouni
RMB 000

Financial assets at amortised costs

Other receivables 12-month ECL 25,032
Related companies 12-month ECL 319,123
Account receivables Lifetime ECL (not credit impaired) 127,191

(provision matrix)

Note: For account receivables, the Target Group has applied the simplified approach in HKFRS 9 to measure
the loss allowance at lifetime ECL. The Target Group determines the ECL on these items by using a
provision matrix, grouped by debtors’ aging.

For bank balances, the expected credit risk exposures are very low.
Provision matrix — debtors’ aging

As part of the Target Group’s credil risk management, the Target Group uses debtors’ aging to assess
the impairment for its customers in relation to its operation because these cuslomers consist of a large number
of small customers with common risk characteristics thai are representative of the customers’ abilities o pay
all amounts due in accordance with the contractual terms.

The estimated loss rates are estimated based on historical observed defaule rates over the expected life
of the debtors and are adjusied for forward-looking information that is available without undue cost or effort.
During the years ended 31 December 2021, 2022, 2023 and six months ended 30 June 2024, the Target Group
provided RMB4,232,000, RMB550.000, RMB2,410,000 and RMBS50,000 impairment allowance for account
receivables, based on the provision matrix. The average loss rate of the Target Group's account receivable is
very low and is not significant 1o the Targel Group.

The Target Group writes off an account receivable or other receivable when there is information
indicating that the debtor is in severe financial difficulty and there is no realistic prospect of recovery, e.g.
when the debtor has been placed under liquidation or has entered into bankruptey proceedings.

Liquidity risk

In the management of liquidity risk, the Target Group monitors and maintains a level of cash and bank balances
deemed adequate by the manugement to finunce the Target Group’s operations und mitigate the effects of fluctuutions
in cash flows. The management menitors the utilisation of bank borrowings and ensures compliance with loan
covenanis. The Target Group relies on bank borrowings as a significant source of liquidity. As at 31 December 2021,
2022, 2023 and 30 June 2024, the Target Growp has available unutilised short-term bank loan facilities of
approximately RMB,950,590,000, RMB 1,987,82(,000, RMB,866,530,000 and RMB 1,897,759,000, respectively.

The tollowing table details the Target Group's remaining contractual maturity for its financial labilities and
derivalive financial instruments. The table has been drawn up based on the undiscounted cash flows ol financial
liabilities based on the earliest date on which the Target Group can be required to pay. The table includes both interest
and principal cash flows. To the extent that interesi flows are floating rate, the undiscounted amount is derived from
interest rate at the end of the reporting period.
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The amounts included below for variable interest rate instruments for non-derivative financial liabilities are
subject to change if changes in variable interest rates different to those estimates of interest rates determined at the
end of the reporting period.

Liquidity tables

On
Effective demand Total Total
interest or within 1-5 Over wundiscounted carrying
rate 1 year years § years cash flows amount
% RMB 001} RMB'000D RMB'000 RMB000 RMB 000
At 31 December 2021
Account and bills payables - 371,247 - - 271,247 271,247
Other payables, accruals
and deposits received - 41,900 - - 41,900 41,900
2.05%-
Bank borrowings 31.85% 503 - - 503 500
Amounts due to related
companies - 39,879 - - 39,879 39,879
3.65%-
Lease liabilities 4.9% 12,002 11,773 - 23,775 21,969
365,531 11,773 - 377,304 375,495
On
Effective demand Total Total
interest or within 1-5 Over undiscounted carrying
rate 1 year years 5 years cash flows amount
% RMB 000 RMB’000 RMB'000 RMB 000 RMB 000
At 31 December 2022
Account and bills payables - 449,518 - - 449,518 449,518
Other payables, accruals
and deposits received - 44,104 - - 44,104 44,104
1.9%-
Bank borrowings 3.9% 525,838 - 25,551 551,389 536,287
Amcunts due to related
companies - 61,147 - - 61,147 61,147
3.65%-
Lease liabilities 4.9% 11,371 10,051 - 21,422 20,400
1,091,978 10,051 25,551 1,127,580 1,111,456
On
Lffective demand Total Total
interest or within 1-35 Over undiscounted carrying
rale 1 year years 5 years cash flows amount
%o RMB 0{}} RMB 000 RMB '} RMB'000 RMB 000
At 31 December 2023
Account and bills payables - 321,328 - - 321,328 321,328
Other payables, accruals
and deposits received - 57,480 - - 57,480 57,480
1.9%-
Bank borrowings 7% 458,640 - - 458,640 453,340
Amounts due to related
conipanies - 104,136 - - 104,136 104,136
3.63%-
Lease liabilities 4.9% 3,261 2,376 - 5,637 5313
944,845 2,376 - 947,221 943,597
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On

Effective demand Total Total
interest or within 1-35 Over undiscounted carrying
rate 1 year years 5 years cash flows amount

% RMB'000 RMB'000 RMB'000 RMB 000 RMB 000

At 30 Junc 2024
Account and bills payables - 270,700 -
Other payables, accrvals

270,700 270,700

and deposits received - 71,954 - - 71,954 71,954
1.9%-

Bank borrowings 2.7% 286,894 - - 286,894 284,173

Amounts due 1o related

companies - 109,732 - - 109,732 109,732
3.65%-

Lease liabilities 4.9% 2,447 1,898 - 4,345 4,165

741,727 1.898 - 743,625 740,724

The following table details the Target Group's liquidity analysis for its derivative financial instruments, The
rables have been drawn up based on the undiscounted contractual net cash outflows on derivative instruments that
setlle on a net basis, The liquidity analysis for the Target Group’s devivative financial instruments is prepared based
on the contractual seitlement dates us the munagement of the Target Group considers that the settlement dutes are
essential for an understanding of the timing of the cash flows of derivatives.

Inflow/{outflow)
Total Carrying
On demand or undiscounted amount assets/
within 1 year cash flows (liahilities)
RMB'000 RMB'000 RMB 000
Al 31 December 2021
Derivatives — net seftlement
Commedity futures contracts 10,623 10,623 10,623

42  FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS

Some of the Target Group’s financial instruments are measured at tair value for financial reporting purposes.
In estimating the fair value, the Target Group uses market-observable datn to the extent it is available, The
manragemenl reports to the sole director of the Targel Group semi-annually to explain the cavse of significant
fluctuations in the fair value,

Fair value of financial instrumenis that are measured at fair value on a recurring basis

Some of the Target Group’s financial assets are measured at fair value at the end of each reporiing period. The
lollowing table gives information about how the fair values of these financial assets are delermined.

Level 1 Level 2 Level 3 Total
RMB 00 RMB 060 RMB (00 RMB'000
At 31 December 2021
Financiul assets ut FVTPL
Commodity futures contracts 10,623 - - 10,623
Fair value Valuation
Financial assets/ as at technique(s)
financial Fair value as at 31 December 30 June Fair value  and key
liabilities 2021 2022 2023 2024  hierarchy input{s}
1) Commodity Assels — Assets — Assets — Assets ~ Level | Quoted bid
futures contracts RMB10,623,000 RMBnil RMBnil RMBnil prices in an
Liabilities - Liabilities —  Liabilities Liabilities — active
RMBnil RMBnil -RMBnil RMBnil markel
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There were no transfers between Level I, 2 and 3 fair value during the Relevant Periods.

The sole director of the Target Company considers that the carrying amounts of financial assets and financial
liabilities recorded at amortised cost in the consolidated statements of financial position approximate their respective
fair values at the end of each reporting perioad.

43  RELATED PARTY TRANSACTIONS

In addition to the transactions and balances detailed elsewhere in the Historical Financial Information, the
Target Group had the following material transactions with related parties during the year:

Year ended 31 December Six months ended 30 June
2021 2022 2023 2023 2024
RMB'000 RMB’000 RMB'000 RMB'000 RMB’000
{Unandited)
Transactions with COFCO
Corporation and ils
subsidiaries:
Sales of goods 825,363 1,176,105 1,232,835 349,624 343,448
Purchases of goods 1,979,758 1,945,086 2,262,955 1,095,947 1,016,990
Short-term warchouse
rental expense 13,629 23,875 18,693 9,257 9,603
Interest income 5 2,870 3,257 1,225 1,947
Interesi expense - 346 - - -
Administrative expense - 3,302 6,644 - 5
Transactivns with an
associate 1,372 542,614 1,969,012 795,092 833,960

The interest expense 1o related companies arose from the loans advanced therefrom, Details of the 1erms of
these loans are set out in Note 25.

The above sale and purchase transactions were carried out in accordance with the terms and condilions
mutually agreed by the parties involved.

In addition, certain deposits included in cash and bank balances are placed with COFCO Finance. which is a
non-banking financial institution regulated by the People’s Bank of China (“PBC”) and the China Banking and
Insurance Regulatory Commission. In the PRC, deposit rates are set by the PBC which is applicable to all financial
institutions. The interest rates offered by COFCO Finance are the same as the rates promulgated by the PBC. As at
31 December 2021, 2022, 2023 and 30 June 2024, the deposits placed with COFCO Finance by the Target Group
amounted to RMB216,150,000, RMB221.952,000, RMB388,4 (8,000 and RMB261,276,000, see Note 26.

Transactions with other government-related entities in the PRC

The Target Group is ultimately controlled by COFCO Corporation (see Note 1), which is a state-owned
enterprise in the PRC, In addition, the Target Group operates in an cconoinic environment currently predominated by
entities controlled, joinily controlled or significantly influenced by the PRC government (“PRC government-related
entities™). Apart from the transactions with related companies controlled by COFCO Carporation as disclosed above
and balances with them a5 disclosed in respective notes, the Target Group also conducts businesses with other PRC
governmenl-reluted entities in the ordinary course of business. Certain of the Target Group’s bank deposits and bank
borrowings are entered into with certain banks, which are PRC government-related entities in its ordinary course of
business. In view of the nature of those banking transactions, the sole director of the Target Company is of the opinion
that separate disclosures would not be meaningful, In addition. the Target Group entered into various transactions,
including sules of goods, purchases of land use rights, construction of properties and other operating expenses with
other PRC governmeni-relaled entities in the ordinary course of business. The pricing and the selection of suppliers
and service providers are not dependent on whether the counterparties are PRC government-reiated entities or not.
Tn the opinion of the management of the Targe1 Group, the above transactions are collectively significant transactions
of the Target Group with PRC government-related entities.
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Compensation of key management personnel of the Target Group

Year ended 31 December

Six months ended 30 June

2021 2022 2023 2023 2024
RMBIOOY RMB OO0 RMRB'O0) RMB 00 RMEB Q00
{Unaundited)

Salaries, allowances and other

benefits 1,671 2,474 2,208 1,323 360
Retiremeni benefit scheme

contributions 167 186 193 103 90
1,838 2,660 2,401 1,426 450

The key management personnel of 1the Target Group includes the sole director of the Target Company and top
executives of the Target Company. Further details of emoluments of the Target Company’s directors are included in

Note |2,
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45  SUBSEQUENT FINANCIAL STATEMENTS

No audited consolidated financial statements have been prepared by the Target Group in respect of any period
subsequent to 30 June 2024,

46  CONTINGENT LIABILITIES AND PROVISIONS

A subsidiary of the Target Group (as “defendant”) has been involved in a sales and purchases dispute with an
independent third party (as “plaintiff™). The Target Group has engaged a competent legal adviser to act Tor its interes!
in respect of the litigation. On 27 September 2023, the Target Group received a judginent from Guangxi Zhuang
Autonomeus Region Iigh People’s Courl and ordered that the Target Group is required 10 pay a sum of approximately
RMB6.,910.000. The related costs of approximately RMBO97,000 was recorded in other payables. A provision of claim
in the amount of approximately RMB6,910,000 was made as at 31 December 2023 and at 30 June 2024 under
provision.

* English wanslation, as the case may be, is for identification only.
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