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'7 Major Financial Indicators and Key Operating Data
O0000000o0oo0gan

The following financial statements, notes and discussion and analysis 0o0o0D0O0D0O0mOoobDO0ooooog o
of Shandong Fengxiang Co., Ltd. (the “Company” or “Fengxiang” Oo00oo0moooooooooooooao
together with its subsidiaries, the “Group”) contain certain amounts and oo00DO0o0Db0oO0oO0O0OU0OO0ODbO0oO0OODbODOOUOODbO

percentage figures that have been subject to rounding adjustments.
Accordingly, figures shown as totals in certain tables may not be an
arithmetic aggregation of the figures preceding them and all monetary
amounts shown are approximate amounts only.

KEY FINANCIAL DATA

goooggao
Six months ended 30 June
ooen30000O0O0O
2024 2023
20240 20230
RMB’000 RMB’000
gooogad goooad
(Unaudited) (Unaudited)
gooooo gooooo
Revenue oo 2,654,039 2,436,545
Gross profit oo 237,414 282,227
Profit before biological assets fair value adjustments oooooDoooooooo 59,511 71,792
Net profit ooo 60,094 82,095
Net profit attributable to shareholders of oooOooooo
the parent company ooo 60,094 82,095
Basic earning per share (in RMB) oo0oooDwoooog 0.04 0.06
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W ial Indicators and Key Operating Data (Continued)
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KEY OPERATING DATA
000000




JANUARY
00

In January, the “0O O (iShape)” (“iShape”) chicken breast brand
won the grand prize — the 2023 Excellent New Consumer Brand at
the China Retail Eco Conference and 2024 Future Retail New Year
Celebration.

10000000000020240000000000M0O0
(iShape)l 0 0MOOOD0D00O00O00 —202300000
ooooo

In March, Shandong Fengxiang Food Development Co., Ltd.
was awarded “Liangzhilong 2024 12th China Food Ingredients
E-commerce Festival Quality Enterprise Recommendation”.

300000000000000000000202400000
ooooooOoooooooooao

In March, at the Second Wuyue Forum of Broiler Industry and
Shandong Broiler High Quality Development Conference, the
Company was awarded the honourary title of “Outstanding
Enterprise of White-feathered Broiler European Index” by virtue of
its excellent breeding performance.

3000oo00O0O0o00OO0O0O0OoOO00oO0OO0OOooOoOOOaon
gooooooooO0ooO0oO0OoOoooOoOoOOoOOoObOOoon
oooooooo

In February, Shandong Fengxiang Food Development Co., Ltd. received a gratitude letter from the Training Bureau of the General
Administration of Sport of China. The letter specifically pointed out that “0 O O O (Fovo Foods)” (“Fovo Foods”) had given important
material support to the Training Bureau with high-quality “SportsC Training Bureau National Team Athletes’ Preparation and Assurance
Products”, and actively contributed to the development of the sports industry with high sense of social responsibility, demonstrating the
enterprise’s family and national sentiment and its great love and responsibility.

2000 0000000000000000000O00C000000O000000O00O00O0OD00A0A0 (Fovo Foods)D O O
0000000000 000000000000000000O0 0000000000000 O0D00O00DOO0DOO0O0O000O0

oooooooooooooooooooo
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Major Events (Continued)
000000

APRIL
. oo

skt

3
|
!
]

In April, the Company held the Fengxiang Postdoctoral Research Project
Review Meeting passing the opening report of the project of Research on Drug
Resistance Mechanism of Common Poultry Pathogenic Bacteria and Research
and Development of Highly Efficient Green Antimicrobial Agent. The Company
relied on the close cooperation with various scientific research institutions
and universities, maximised the advantages of postdoctoral research station,
attracted more doctors who master key technologies into the station, deepened
the development of the integration of industry and education platform, so as to
boost the high-quality development of white-feathered broilers industry.

4A0000000000o0ooOo0ooO0oO0ooooOoOOoOOOoooObOoboOoOa
poooooooooO0oO0oOoOoDoooOoOOOO0OO0OODOOoOoDOoOoOOn
gooooooooooO0oOooOoOoO0oOoOOoOoOoOOOoOoOOOoOoOoOon
poobooOooooO0o0oO0booOO0oO0O0OooOO0O0O0ooOobOO0OO0O0n0n
oooo

In May, Fengxiang supported the 2024 Yanggu County Staff
Half Marathon. With product attributes of being low-calorie,
delicious, convenient and ready-to-eat, iShape easily garnered
fans from runners and brought the dual support of health and
deliciousness to the vast participants.

5000000002200 0000000000000
goboooOooooooOoOoOoooboOoOoOoobooooo
O000O0oO0oooooooooooon

MAY
00

SHANDONG FENGXIANG CO.,LTD. 000 oooooono

In June, the black garlic flavoured chicken nugget was
successfully developed and supplied to customers in bulk. The
crispy squid ink-flavoured breadcrumb is wrapping around the
crispy and juicy chicken breast with black shell and white meat,
the colour of which forms a strong visual aesthetics. Its crunchy
and tender meat with light garlic aroma whets people’s appetite
and brings back memories.

600 00000O0OO0OO0OOOOOOOODODOODOODOO
gooooooO0oO0oOOOOO0OO0OO0OOOOOOOOOOO0
g0o0ooO0oO0oOoOoOOOOOOO0OOO0OO0O0O0O0O0oOoo0oaon
ooo0oooooooo
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In May, Fengxiang invited the “Promote Law into Enterprises” legal
lecture team of the People’s Court in Yanggu County to carry out
special training activities on integrity in practice with the theme of “Guard
the Bottom Line of the Law, Prevent Job-related Crimes”. Fengxiang
has promoted the modernisation of the corporate governance system
and governance capabilities on the trail of law, and comprehensively
enhanced the enterprise’s ability to resist risks.

500000000000000CO00000O0OO00O0DOOCOOO0
o000oO0ooooooooO0O0oooO0oooooooooooan
goo0oooO0oO0OOoOoOoO0OO0OOoO0oO0OO0OO0OOO0OOO0DO0OO0ODOD
oo0o0o0o0o0ooooooooooo0oo



Management Discussion and Analysis

COMPANY PROFILE

Introduction

The Company is the largest white-feathered broiler meat exporter and
the leading retail enterprise of chicken meat food in China, which was
established as a joint stock limited liability company in the PRC on 17
December 2010 and listed on the Main Board of the Stock Exchange on
16 July 2020 (stock code: 9977).

The Group is principally based in Shandong in the PRC and produces
and sells processed chicken meat products and raw chicken meat
products mainly from white-feathered broilers. The main products include (i)
processed chicken meat products; (i) raw chicken meat products; (iii)
chicken breeds; and (iv) others. Apart from its leading domestic market
position in the PRC, the Group has an established and growing export
business supplying a wide range of premium quality chicken meat
products to overseas customers in Japan, Malaysia, Europe, the Middle
East, Korea, Mongolia and Singapore. The Group's white-feathered
chicken meat products are halal certified by adopting Islamic slaughter
rituals.

The Group adopts an integrated “poultry to plate” model which enables
it to control every stage of the poultry lifecycle, allowing the Group
to effectively manage quality and cost throughout the whole process
starting from the breeding of broilers to the distribution and sale of
chicken meat products.

ooobobogod
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Management Discussion and Analysis (Continued)

Ooooodbooogn

Business Segments
Processed Chicken Meat Products

The Group markets its processed chicken meat products under Fovo
Foods, iShape and “0O O O (Wu Genglu)” brands. Processed chicken
meat products comprise cooked, semi-cooked and seasoned chicken
meat products. Depending on the processing methods, these processed
products are required to be chilled or frozen. The raw chicken meat the
Group uses in its processed chicken meat production is either supplied
by itself or procured from independent third party suppliers. The cooked
chicken meat products comprise ready-to-eat chicken meat products
and frozen chicken meat products, which are fully cooked and sterilised (end
consumers will need to reheat the frozen cooked chicken meat products
before consumption according to the instructions provided on the
packaging). The semi-cooked chicken meat products are processed,
chilled or frozen and boxed (end consumers will need to further process
(including steaming, grilling, roasting or frying) such semi-cooked
chicken meat products before consumption according to the instructions
provided on the packaging). The seasoned chicken meat products
include raw chicken meat flavoured with certain ingredients or spices.
The Group also offers ready-to-cook pre-prepared meal solutions,
including Chinese dishes. For the six months ended 30 June 2024 (the
“Reporting Period”), the sales volume of processed chicken meat
products increased by 20.1% to 73.0 million kilogram (*kg”) (six months
ended 30 June 2023: 60.8 million kg). For the six months ended 30
June 2024, the revenue from sale of processed chicken meat products
(after elimination of inter-segment transactions) grew by 15.2% to
RMB1,416.6 million (six months ended 30 June 2023: RMB1,229.5
million), representing 53.4% of the Group's total revenue.

Raw Chicken Meat Products

The Group offers raw white-feathered chicken meat products, which
include whole frozen chickens and chicken portions, such as chicken
wing tips, chicken breast, chicken drumsticks, chicken drumettes,
bone-in chicken thighs, boneless chicken fillets, chicken head, chicken
feet and chicken legs. The Group’s broilers are then cut into portions
according to its internal or customers’ requirements, which will be
chilled or frozen depending on the product’s nature. For the six months
ended 30 June 2024, the sales volume of raw chicken meat products
increased by 23.6% to 131.5 million kg (six months ended 30 June
2023: 106.4 million kg). For the six months ended 30 June 2024, the
revenue from external sale of raw chicken meat products increased by 6.3%
to RMB1,153.1 million (six months ended 30 June 2023: RMB1,085.1
million), representing 43.4% of the Group’s total revenue.

SHANDONG FENGXIANG CO.,LTD. 000 oooooono
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Management Discussion and Analysis (Continued)

Chicken Breeds

The Group sells some of its chicken breeds hatched from broiler eggs
to other independent third parties for breeding into broilers. The sales
volume of the Group’s chicken breeds is based on the average selling
prices of chicken breeds, which is market-driven. The Group sells
chicken breeds to local chicken farmers and other poultry business
operators, who are independent third parties. For the six months ended
30 June 2024, the sales volume of chicken breeds decreased by 71.7%
to 4.0 million birds (six months ended 30 June 2023: 14.2 million birds).
For the six months ended 30 June 2024, the revenue from external sale
of chicken breeds decreased by 73.9% to RMB9.7 million (six months
ended 30 June 2023: RMB37.4 million), representing 0.4% of the
Group’s total revenue.

Other Products

The Group sells other products, including the sale of eliminated broilers
and excess broiler eggs that exceed the Group’s internal needs, by-
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Management Discussion and Analysis (Continued)

Ooooodbooogn

In the first half of 2024, the Group achieved sales revenue of
RMB2,654.0 million (the first half of 2023: RMB2,436.5 million),
representing a period-on-period growth of 8.9%. The net profit
amounted to RMB60.1 million (the first half of 2023: RMB82.1 million),
representing a period-on-period decrease of 26.8%.

The Group has advantage of multi-channel penetration and continuous
growth in revenue from export business and major customer business;
has enhanced its production efficiency and lowered the cost through
refined management enhancement by the management personnel
and all employees; and has seen decline in the price of raw materials
and improvement in breeding efficiency, leading to further reduction in
breeding costs.

Although the sales volume of chicken meat products increased, there
is a weak end-consumer demand for chicken, resulting in a decrease
in the average selling price of chicken products, which contributed to a
decrease in net profit.

Business Highlights:

1. Centralised Procurement Business Continued its
Growth Momentum

During the Reporting Period, the centralised procurement
business achieved sales revenue of RMB646.3 million (six
months ended 30 June 2023: RMB511.2 million), representing a
period-on-period increase of 26.4% and accounting for 24.4% (same
period: 21%) of the overall business.

During the Reporting Period, the Group continued to promote
refined management, optimise the production and processing
section and formulas of its products and enhance the level of
automation to achieve cost reduction and efficiency enhancement.
Meanwhile, the Group continued to upgrade and transform its
existing equipment to further enhance the production capacity of
its factories. During the Reporting Period, the Group continued
to explore the growth potential of its large customers and focus
on building major single products, while actively exploring new
channels and new customers, realising the rapid growth of its
centralised procurement business.

SHANDONG FENGXIANG CO.,LTD. 000 oooooono
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Management Discussion and Analysis (Continued)

The major customer business supplies chicken meat products to
international Western-style fast food chains in Mainland China for
the Group and is a key component of our centralised procurement
business.

During the Reporting Period, the major customer business under
the centralised procurement business achieved revenue of
RMB500.5 million (six months ended 30 June 2023: RMB375.7
million), representing a period-on-period increase of 33.2%.

During the Reporting Period, the Group continued to implement
its full collaboration with major customers, deeply integrated
into the supply chain system of major customers and efficiently
synergised with major customers in the sections of research and
development (“R&D”), quality control and information sharing.
While optimising the processing flow and techniques of mature
products, the Group seized incremental opportunities by driving
the iteration of new products of major customers with its R&D
advantages, promoted the supply of all types of products,
followed major customers’ steps in opening shops to gain a
foothold in new markets, and achieved rapid growth in both sales
volume and revenue.

The Leading Market Position of Export Business was
Further Consolidated

During the Reporting Period, the sales revenue from the export
business of the Group amounted to RMB765.8 million (six months
ended 30 June 2023: RMB637.8 million), representing a period-
on-period increase of 20.1% and accounting for 28.9% of the
overall business (same period: 26.2%).

In the first half of 2024, China’s exports of chicken meat
showed rapid growth. With more than 30 years of experience
in serving overseas customers, the Group has formed a strong
moat in terms of brand loyalty, product quality assurance,
comprehensiveness of service system and market influence,
and has been the largest export supplier in the white-feathered
chicken industry in China for consecutive years.

JooobodbOoogn
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During the Reporting Period, the Group promptly adjusted its
internal management structure in accordance with the changes in
the export business to better adapt to the needs of international
customers and business development. In the face of complex
international situations such as geographical conflicts, rising
freight costs and the Group’s tight production capacity, the
Group continued to develop overseas markets and strengthened
interactions with overseas customers, thus realising an increase
in performance and volume in various segments of the overseas
markets and further consolidating its leading position in the export
business.

Retail Business Remained as a Leader

The retail business achieved sales revenue of RMB202.2 million (six
months ended 30 June 2023: RMB231.3 million), representing a
period-on-period decrease of 12.6% and accounting for 7.6% of
the overall business (same period: 9.5%).

Among which, the share of iShape in the retail business
increased from 58.3% for the same period to 59.3%, continuing
to play a major role in the Company’s retail business.

During the Reporting Period, iShape further expanded its
consumption scenarios and promoted the “multi-temperature +
multi-protein” strategy, successively launching a series of new
products such as skinless chicken thighs at room temperature,
bouncy chicken breast meatballs, chicken breast bean curd
rolls, and original-flavoured beef. At present, the proportion of
iShape’s room temperature products has reached 28%, and the
brand continues to maintain its leading position in the market as a
whole.

On this basis, iShape has focused its marketing efforts on the
young customer base and launched a number of co-branded IP
products that have achieved good market performance, further
expanding the room for future growth.

Besides, during the Reporting Period, iShape cooperated with
Costco in China, the largest membership chain store in the United
States. At present, the new products customised and developed
by iShape for Costco have been launched in all of its stores in
China.

SHANDONG FENGXIANG CO.,LTD. 000 oooooono

Management Discussion and Analysis (Continued)
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'7 Management Discussion and Analysis (Continued)

Development Measures: Continue to Promote the
Refinement of Management and Efficiency of All
Aspects Improves Steadily. Continue to Deepen Channel
Penetration and Expand Market Share. Continue to
Accelerate the Construction of Talent Pool and Increase
Organisational Vitality.

1. Development Goal:

We will adjust to market demands, commit to upgrade the
industry of chicken meat products and achieve sustainable,
steady and balanced quality growth.

We will continue to maintain balanced multi-channel development
and expand production lines. We will maintain our industry
leadership in the export business and enhance profitability and
international influence. We will continue to increase customers’
loyalty, actively understand customer needs, continue to enhance
product quality, launch new products and increase our market
share.

We will continue to enhance the quality of breeding and drive
the growth in breeding capacity steadily, and ensure the healthy
enhancement of supply chain management capabilities.

We will continue to accelerate the construction of talent pool,
increase organisational vitality, accumulate organisational core
competencies, and create an organisational culture that dares to
meet the unknown and challenges.

2.  Development Measures:

In the second half of 2024, the Group will adhere to the three
principles of “continuous” and further enhance the Company’s
operating efficiency and effectiveness, to realise steady and
sustainable high quality growth and create a leading chicken
meat brand of China.

(1) “Continue to Promote the Refinement of Management
and Efficiency of All Aspects Improves Steadily”:

At the breeding end, we will continue to promote refined
management in all aspects. In the hatching process, we
will further enhance the production performance of breeder
hatching and reduce the cost of chicks; in the commercial
breeding process, we will further improve the efficiency
of broiler rearing; in the procurement and feed production
process, we will continue to optimise feed formulations
to continuously reduce the impact of raw material price
fluctuations on breeding costs.
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Management Discussion and Analysis (Continued)
00000000000

At the processing end, we will continue to improve the yield
of chicken meat by streamlining processes and optimising
equipment. Meanwhile, we will enhance the comprehensive
utilisation rate of raw materials by improving production
technology, increase the turnover rate of direct raw
materials supply by optimising raw material allocation, and
reduce processing costs through energy management in
our factories.

At the R&D end, we will enhance the depth of our synergy
with customers’ business lines, proactively understand
customer needs, continue to introduce new products,
optimise the efficiency of existing products and increase
customer share.

At the operation end, through the integration of all links
of operations, we will optimise and improve the allocation
of orders, warehousing and logistics, further reduce
warehousing and distribution costs and improve delivery
efficiency to reduce operation costs.

At the sales end, we continue to advance the construction
of various channels, follow the pace of our customers, and
layout new markets for major customers, so as to realise
an increase in volume and revenue from various business
channels. In the meantime, we continue to increase the
proportion of processed chicken meat products and boost
the Group’s sales revenue.

In the second half of 2024, the Group will make use of
information technology and digitalised measures to assist
the Company in effectively tracking and analysing the
indicators in the process of production and operation
through big data management system, so as to provide
effective assistance for the implementation of refined
management.
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“Management Discussion and Analysis (Continued)

“Continue to Deepen Channel Penetration and
Expand Market Share”:

For centralised procurement business, we will continue to
strengthen our comprehensive business capabilities and
business scale for major customers and regard this as a
start to continuously expand the centralised procurement
business facing the catering industry and the convenience
store system, and provide food and beverage, retail and
corporate customers with quality centralised procurement
products.

For export business, we will continue to optimise products,
services and channels of our export business, and
consolidate the Company’s leading position in the export
business, and continue to upgrade its services, develop
markets and broaden channels so as to provide the
most outstanding services and achieve diversification of
channels.

For retail business, we will continue to develop the
business through online and offline collaboration and
provide consumers with quality products including “iShape”
and “Fovo Foods” through channels such as online e-commerce,
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Management Discussion and Analysis (Continued)

qooboogoood

FINANCIAL REVIEW

Overall Performance

In the first half of 2024, the Group experienced an increase of 8.9% in
revenue as compared to that of the first half of 2023. Compared with
the corresponding period in 2023, there was a decrease of 15.9% in
gross profit and a decrease of 26.8% in net profit. The basic earning
per share was RMBO0.04 for the first half of 2024. Set out below is the
detailed information on the fluctuations in the Company’s results for the

six months ended 30 June 2024.

googd
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zo240 00 00OO0DODOOO0O0OO202300000
089%0020230 0000000 0OODO15.9%00
00D0026.8%020240 000000000000
gooo4b00002024060300 00000000
ooooooooocooo

Six months ended 30 June
oOoeno3o000dnnO

2024 2023 Change
Items oad 20240 20230 oad
RMB’000 RMB’000 (%)
ooooo ooooo (%)

(Unaudited) (Unaudited)

goooood oooooad
Total operating revenue gpooo 2,654,039 2,436,545 +8.9
Operating costs oooao 2,416,625 2,154,318 +12.2
Selling expenses opooo 79,017 84,768 -6.8
Administrative expenses oooo 61,942 52,892 +17.1
R&D expenses oooo 12,314 13,142 -6.3
Finance costs oood 32,356 41,667 -22.3
Other gains oooao 1,463 4,821 -69.6

Profit before biological assets fair value gopooooopooooda

adjustments oo 59,511 71,792 -17.1
Total profit Ooooao 20,950 83,726 -75.0
Income tax expenses ooooao (39,144) 1,631 N/A
Net profit ooo 60,094 82,095 —-26.8
Gross profit ooo 237,414 282,227 -15.9
Gross profit margin goao 8.9% 11.6% -22.8
Net profit margin ooao 2.3% 3.4% -32.8
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Management Discussion and Analysis (Continued)

Operating Costs

The Group’s operating costs increased by 12.2% to RMB2,416.6 million
for the six months ended 30 June 2024 (six months ended 30 June
2023: RMB2,154.3 million), mainly due to an increase in processing
and sales volume of the Group.

Administrative Expenses

The Group’s administrative expenses increased by 17.1% to RMB62.0
million for the six months ended 30 June 2024 (six months ended 30
June 2023: RMB52.9 million), mainly due to an increase in employee’s
remuneration resulted from the implementation of the Company’s
incentive mechanism for stabilisation of the management team.

Selling Expenses

The Group’s selling expenses dropped by 6.8% to RMB79.0 million
for the six months ended 30 June 2024 (six months ended 30 June
2023: RMB84.8 million), mainly due to the Group’s implementation
of a prudent development strategy, which improved the efficiency of
investment in the new retail business, leading to a decrease in selling
and marketing expenses.

R&D Expenses

The Group’s R&D expenses decreased by 6.3% to RMB12.3 million for
the six months ended 30 June 2024 (six months ended 30 June 2023:
RMB13.1 million), mainly due to the Group’s active optimisation in the
structure of product R&D and the integration of R&D projects.
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Management Discussion and Analysis (Continued)
00000000000
Finance Costs

Six months ended 30 June
goeos3on0OdnoOd

2024 2023
20240 20230
RMB’000 RMB’000
ooooo ooooo
(Unaudited) (Unaudited)

oooooo oooooo

Interest expenses oooo 32,969 48,613
Including: Interest expenses for lease liabilities obooobooboo0oooo 5,681 6,073
Interest income gooaog (2,095) (2,734)
Exchange losses gooad (7,733) (3,956)
Handling fees and others gpooooag 9,215 (256)
Total oad 32,356 41,667

The Group’s finance costs decreased by 22.3% to RMB32.4 million
for the six months ended 30 June 2024 (six months ended 30 June
2023: RMB41.7 million), mainly due to the improvement of the Group’s
borrowing structure resulting in the significant decrease in interest
rates.

Income Tax Expenses

The Group’s income tax expenses for the six months ended 30 June
2024 recorded an amount of RMB-39.1 million (six months ended 30
June 2023: RMB1.6 million), mainly due to the decrease in deferred
income tax expenses resulting from the recognition of deferred income
tax assets for deductible temporary differences arising from asset
impairment on deposits with GMK Finance Co., Ltd. For details, please
refer to Note 8 to the Condensed Consolidated Financial Statements
— “INCOME TAX EXPENSES” and Note 20 to the Condensed
Consolidated Financial Statements — “DEFERRED INCOME TAX
ASSETS AND DEFERRED INCOME TAX LIABILITIES”.

Analysis on Capital Resources

Liquidity and Capital Resources
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Management Discussion and Analysis (Continued)

Capital Structure

As at 30 June 2024, the registered capital of the Company was
RMB1,582,618,000 and the total number of issued shares of the
Company was 1,582,618,000 shares (the “Shares”), comprising
1,045,000,000 domestic shares (the “Domestic Shares”) and
537,618,000 H shares (the “H Shares”) with a nominal value of RMB1.0
each.

As at 30 June 2024, the total borrowings of the Group amounted to
RMB1,142.0 million, representing a decrease of 2.8% as compared to
that of 31 December 2023. The decrease was mainly attributable to
the decline in borrowing needs as a result of the Company’s improved
profitability.

The Group monitors capital using a gearing ratio, which is total
borrowings divided by total equity and a debt-to-asset ratio, which is
total debt divided by total assets. The gearing ratio and debt-to-asset
ratio as at 30 June 2024 was 37.0% (31 December 2023: 38.7%) and
39.2% (31 December 2023: 40.0%), respectively.

Contingent Liabilities and Pledge of Assets

The Group’s bank borrowings as at 30 June 2024 were secured by (i)
mortgages of the Group’s lands situated in the PRC with an aggregate
net carrying values of amount of RMB61.5 million (31 December 2023:
RMB62.4 million); (ii) pledge of the Group’s bank deposits of RMB68.7
million (31 December 2023: RMB8.6 million); (iii) pledge of certain of
the Group’s property, plant and equipment with aggregate net carrying
amount of RMB1,215.7 million (31 December 2023: RMB886.1 million);
and (iv) pledge of the Group’s inventories with aggregate net carrying
amount of RMB130.2 million (31 December 2023: RMB241.4 million).

As at 30 June 2024, the Group did not have any material contingent
liabilities.

Hedging with Financial Instruments

The Group engages in the processing of raw materials related to
agricultural products such as corn and soybean meal (the “Relevant
Raw Materials”) and faces price fluctuation risks for the Relevant
Raw Materials it holds. Therefore, the Group uses futures contracts in
respect of soybean meal and corn (the “Futures Contracts”) on the
futures exchanges to manage the commodity price risks associated
with holding the Relevant Raw Materials. The Relevant Raw Materials
used in the Group’s production are the same as those specified in
the Futures Contracts, and the underlying variables of the hedging
instruments (the Futures Contracts) and the hedged items (the Relevant
Raw Materials held by the Company) are both the prices of the
Relevant Raw Materials. The ineffective portion of the hedging mainly
arises from basis risk, supply and demand fluctuations in the spot or
futures market, and other uncertainties in the spot or futures market.
The amounts of ineffective hedging recognised during the Reporting
Period and the same period of last year were insignificant. The Group
adopts cash flow hedging for such hedges.
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Management Discussion and Analysis (Continued)

Ooooodbooogn

Foreign Currency Investment/Hedging

Exchange rate risk refers to the risk that the fair value or future cash
flow of a financial instrument will fluctuate due to changes in foreign
exchange rates.

The Group continuously monitors foreign currency transactions and the
size of foreign currency assets and liabilities to minimise exposure to
foreign exchange risk. In addition, the Group may consider entering into
forward exchange contract or currency swap contract to mitigate the
foreign exchange risk. During the Reporting Period and the same period
of last year, the Group has not entered into any forward exchange
contract or currency swap contract.

Human Resources

As at 30 June 2024, the Group had 6,075 employees who were directly
employed by the Group, of which 6,072 employees were employed in
the PRC and three employees were located in Japan. The remuneration
packages for the employees include salary, bonuses and allowances.
As required by the PRC regulations, the Group (i) participates in
social insurance schemes operated by the relevant local government
authorities, and (ii) maintains mandatory pension contribution plans,
medical insurance, work-related injury insurance, unemployment
insurance and maternity insurance. The Group also provides continuing
education and training programmes to its employees to improve their
skills and develop their potential. The Company also adopted three
share award schemes on 4 June 2020 (the “2020 SAS”"), 10 December
2021 (as amended on 6 June 2024) (the “2021 SAS”) and 29 August
2023 (as amended on 6 June 2024) (the “2023 SAS”), respectively. The
employee participants of the 2021 SAS shall only include connected
persons of the Company (as defined under the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”)) while the employee participants of the 2023 SAS shall
exclude such connected persons.
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Changes In Share Capital and Shareholdings of Substantial Shareholders

qoogbogoooodgod

INTERESTS AND SHORT POSITIONS OF

SUBSTANTIAL SHAREHOLDERS IN THE SHARES
AND UNDERLYING SHARES

As at 30 June 2024, to the best knowledge of the directors of the
Company (the “Directors”), the following persons (not being the
Directors or supervisors of the Company (the “Supervisors”) or chief
executives) had interests or short positions in the Shares or underlying
Shares which were required to be entered in the register referred to
in section 336 of the Securities and Futures Ordinance (the “SFO”) by
the Company or would fall to be disclosed to the Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO:

ud
ud

ggooobobobooooooono

0z0240e603000000000MOO0MMOOOO
o0oo0OOooooO0oo0ooOoDOo0ooDmOoomooDo
oo0Doo0bOooO0ooDbDO0OOO0OO0bOO0ODODO0ODOO00OO
DoooOooooooooOo38e00000d
oooooooCcOoOooOOOOOo0n0oXxvaoo?2d
g30ooooooooCcoOoOoOooOooDoon

Approximate
percentage of

interest in the relevant

Approximate
percentage of
interest in the total

Number of class of Shares of share capital of
Name of Shareholders Nature of interest ~ Class of Shares Shares the Company® the Company®
oooooooao oooo
ooooooo goooooOooo
oooo oooo oooo oooo ooooo® ooooo®
Shan Weijian® Interest in controlled  Domestic Shares 992,854,500 (L) 95.01% 62.73%
corporation
ooo® 0ooooo ooo
Interest in controlled  H Shares 137,265,505 (L) 25.53% 8.67%
corporation
oooooo HO
PAG Capital Limited® Interest in controlled  Domestic Shares 992,854,500 (L) 95.01% 62.73%
corporation
PAG Capital Limited® oooooo ooo
Interest in controlled  H Shares 137,265,505 (L) 25.53% 8.67%
corporation
gooooo HO
PAG Asia Capital GP IV Limited® Interest in controlled ~ Domestic Shares 992,854,500 (L) 95.01% 62.73%
corporation
PAG Asia Capital GP IV Limited® oooooo ooo
Interest in controlled  H Shares 137,265,505 (L) 25.53% 8.67%
corporation
oooooo HO
PAG Asia IV LP® Interest in controlled  Domestic Shares 992,854,500 (L) 95.01% 62.73%
corporation
PAG Asia IV LP® oooooo ooo
Interest in controlled  H Shares 137,265,505 (L) 25.53% 8.67%
corporation
gooooo HO
PAG® Interest in controlled  Domestic Shares 992,854,500 (L) 95.01% 62.73%
corporation
oooo® 0ooooo ooo
Interest in controlled  H Shares 137,265,505 (L) 25.53% 8.67%
corporation
oooooo HO
Pacific Alliance Group Limited® Interest in controlled ~ Domestic Shares 992,854,500 (L) 95.01% 62.73%
corporation
Pacific Alliance Group Limited® oooooo ooo
Interest in controlled  H Shares 137,265,505 (L) 25.53% 8.67%
corporation
gooooo HO
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Changes In Share Capital and*Shareholdings of Substantial Shareholders (Continued)
O0O000000000000D00

Approximate
percentage of

interest in the relevant

Approximate
percentage of
interest in the total

Number of class of Shares of share capital of
Name of Shareholders Nature of interest ~ Class of Shares Shares the Company® the Company®
oOooOooooo oooo
ooooooo gooooooo
ooon oooo oooo oooo ooooo® ooooo®@
Falcon Holding GP Limited® Interest in controlled ~ Domestic Shares 992,854,500 (L) 95.01% 62.73%
corporation
Falcon Holding GP Limited® oooooo ooo
Interest in controlled  H Shares 137,265,505 (L) 25.53% 8.67%
corporation
gooooo HO
Falcon Holding LP® Beneficial interest Domestic Shares 992,854,500 (L) 95.01% 62.73%
Falcon Holding LP® oooo ooo
Beneficial interest H Shares 137,265,505 (L) 25.53% 8.67%
oooao HO
Hwa-An International Limited Beneficial interest H Shares 34,909,000 (L) 6.49% 2.21%
Hwa-An International Limited Do0DO HO
Dragonstone Capital Management Limited  Investment manager  H Shares 31,808,000 (L) 5.92% 2.01%
Dragonstone Capital Management Limited 0000 HO
CICFH New Dynamic Investment SPC Beneficial interest H Shares 29,705,000 (L) 5.53% 1.88%
CICFH New Dynamic Investment SPC oooo HO
Abu Dhabi Investment Authority®” Interest in controlled  H Shares 156,679,000 (L) 29.14% 9.90%
corporation
Abu Dhabi Investment Authority® oooooo HO
Platinum Peony B 2023 RSC Limited® Beneficial interest H Shares 156,679,000(L) 29.14% 9.90%
Platinum Peony B 2023 RSC Limited® oooo HO
Shum Yip Investment & Development Interest in controlled  H Shares 33,042,000(L) 6.15% 2.09%
Company Limited corporation
Shum Yip Investment & Development pooooa HO
Company Limited
JinYi Capital Multi-Strategy Fund SPC Ltd.  Beneficial interest H Shares 47,478,000(L) 8.83% 3.00%
JinYi Capital Multi-Strategy Fund SPC Ltd. 0O 00O HO
Notes: ooo

(1) The calculation is based on the percentage of shareholding in Domestic

Shares or H Shares, respectively.

(2) The calculation is based on the total number of 1,045,000,000 Domestic
Shares in issue and 537,618,000 H Shares in issue.

(3) PAG is directly owned as to 34.67% by Shan Weijian. PAG is indirectly
interested in the Shares through its wholly-owned corporations Pacific
Alliance Group Limited, PAG Capital Limited, PAG Asia Capital GP IV
Limited, PAG Asia IV LP, Falcon Holding GP Limited and Falcon Holding
LP. Accordingly, Shan Weijian, PAG, Pacific Alliance Group Limited, PAG
Capital Limited, PAG Asia Capital GP IV Limited, PAG Asia IV LP and
Falcon Holding GP Limited are deemed to be indirectly interested in the
992,854,500 Domestic Shares and 137,265,505 H Shares held by Falcon

Holding LP.

(4) Platinum Peony B 2023 RSC Limited is wholly owned by Abu Dhabi
Investment Authority. Accordingly, Abu Dhabi Investment Authority is
deemed to be indirectly interested in the 156,679,000 Shares held by

Platinum Peony B 2023 RSC Limited.

(5) The letter “L” denotes a long position in the Shares.

(1) 0ODO0DO00OOOHOODOOOOOOOOOODO

(20 0O 0O0O1,045,000,00000000000537618,0000

oooHOOOOOOO

3 ODOOOOOOOOOODS34.67%00000C00O
000000000 Pacific Alliance Group Limitedd PAG
Capital Limited0] PAG Asia Capital GP IV Limitedd PAG
Asia IV LPO Falcon Holding GP Limited(] Falcon Holding
LPOO0O0O0O0O0O0OOO0OOO0OOOOOOOOOOOD
Pacific Alliance Group Limited[d PAG Capital Limited[
PAG Asia Capital GP IV Limitedd PAG Asia IV LPO
Falcon Holding GP Limited O O O Falcon Holding LP
00 0992,854,5000 0 0 0 O0137,265,5050HO0 000
ooooo

(4) Platinum Peony B 2023 RSC Limited[J Abu Dhabi Investment
Authority D 0 0O OO0 O OO Abu Dhabi Investment Authority
000000 Platinum Peony B 2023 RSC LimitedO O
0156679000 00 000O0OO

(65) ODOODLOOoOOoOOOOO
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Directors, Supervisors and Senior Management
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DIRECTORS

As at the date of this interim report, the Board of Directors consists of
nine Directors, comprising two executive Directors, namely, Mr. Xiao
Dongsheng and Mr. Shi Lei; four non-executive Directors, namely, Mr.
Qiu Zhongwei, Mr. Lu Wei, Mr. Zhu Lingjie (chairman of the Board of
Directors) and Ms. Zhou Ruijia; and three independent non-executive
Directors, namely, Ms. Wang Anyi, Ms. Zhao Yinglin and Mr. Chung
Wai Man.

SUPERVISORS

As at the date of this interim report, the board of Supervisors of the
Company (the “Board of Supervisors”) consists of three Supervisors,
namely, Ms. Gao Jin (chairman of the Board of Supervisors), Mr. Zhu
Kaijie and Mr. Ma Xianwen.

SENIOR MANAGEMENT

As at the date of this interim report, the senior management of the
Company comprises Mr. Xiao Dongsheng as general manager; Mr.
Wang Zhixian, Mr. Meng Tao and Ms. Zhou Jinying as vice general
managers; Mr. Shi Lei as vice general manager, chief financial officer,
secretary to the Board of Directors and company secretary.

UPDATES ON DIRECTORS’ INFORMATION

Pursuant to Rule 13.51B(1) of the Listing Rules, changes in information
of the Directors since the publication of the annual report of the
Company for the year ended 31 December 2023 and up to the date of
this interim report are set out below:

Mr. Chung Wai Man was appointed as an independent non-executive
director of Shanghai MicroPort MedBot (Group) Co., Ltd., a company
listed on the Main Board of the Stock Exchange (stock code: 02252) on
18 July 2024.

Save as disclosed above, there is no other information required to be
disclosed under Rule 13.51B(1) of the Listing Rules.
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CORPORATE GOVERNANCE

Since the date of the H Shares listed on the Main Board of the Stock
Exchange, the Company continued to improve the transparency of
corporate governance to protect the interests of shareholders of the
Company (the “Shareholders”) and enhance corporate value.

The Company has set up a relatively comprehensive corporate
governance structure as required by the Listing Rules. The
compositions of the Board of Directors and the special committees
under the Board of Directors are in compliance with the requirements
of the Listing Rules. The Company clearly classifies the responsibilities
among the general meetings, the Board of Directors, the Board of
Supervisors and senior management. The general meeting acts as
the highest authority of the Company and the Board of Directors is
held accountable to the Shareholders. The Board of Directors has
established special committees, which operate under the leadership
of the Board of Directors and provide opinions on the decisions of the
Board of Directors. The Board of Supervisors oversees the steady and
sound operation of the Company and the performance of duties by
the Board of Directors and senior management. Under the leadership
of the Board of Directors, the senior management is responsible for
implementation of resolutions from the Board of Directors and the day-
to-day business and management of the Company, as well as periodic
reporting to the Board of Directors and the Board of Supervisors.

CORPORATE GOVERNANCE CODE
Compliance with the Corporate Governance Code

During the six months ended 30 June 2024, the Company has complied
with all the applicable code provisions of the Corporate Governance
Code (the “CG Code”) as set out in Appendix C1 to the Listing Rules.
The Company will continue to review and monitor its corporate
governance practice to ensure compliance with the CG Code.
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Significant Events (Continued)
0000000

RISK MANAGEMENT AND INTERNAL CONTROL
Risk Management and Internal Control Systems

The Board of Directors has the ultimate responsibility for oversight of
the risk management and internal control systems of the Group. The
Board of Directors has delegated oversight to the audit committee
of the Company (the “Audit Committee”) to oversee the Group’s
risk management and internal control systems on an ongoing basis,
and to conduct reviews of the effectiveness of the Group’s risk
management and internal control systems. The Group has established
risk management and internal control systems, consisting of relevant
organisational framework policies and procedures, financial reporting
procedures and processes, compliance rules and policies and risk
management measures that the Group believes are appropriate for its
business operations to identify, evaluate and manage significant risks.
The aforementioned systems are designed to manage rather than
eliminate the risk of failure to achieve business objectives, and can
only provide reasonable and not absolute assurance against material
misstatement or loss.

Internal Audit

The Company has adopted an internal audit system and has external
auditors responsible for the independent and objective supervision,
examination and evaluation of the Company’s conditions such as
revenues and expenditures, business activities, risk conditions and
internal control. The auditors shall report to the Board of Directors
or the Audit Committee and the Board of Supervisors if any material
problems are discovered during the audits procedure.

The Board of Directors was responsible for supervising, reviewing
and evaluating the Company’s internal audit to ensure that the
internal audit was independent and effective. The Audit Committee
was responsible for reviewing the Company’s internal audit methods,
audit policies and procedures and annual auditing plans and providing
guidance and supervision. The Company had adhered to the principles
of independence, objectivity, prudence, efficiency, importance and
pertinence during the internal auditing process. The Company’s internal
audit system is comprehensive covering business operation, risk
management, internal control and corporate governance.
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INTERIM DIVIDEND

The Board of Directors did not recommend the declaration or payment
of an interim dividend for the six months ended 30 June 2024 (for the
six months ended 30 June 2023: Nil).

CONTINUING CONNECTED TRANSACTION

As the loan framework agreement (the “Loan Framework Agreement”)
entered into between the Company and Falcon Holding LP (“Falcon”)
on 28 January 2023 expired on 27 January 2024 and after considering
the future needs of the Group within the PRC, the Company and
Falcon entered into the new loan framework agreement (the “New
Loan Framework Agreement”), pursuant to which Falcon will
provide a revolving loan facility to the Group for a term of one year
commencing from 28 January 2024 and ending on 27 January 2025.
The proposed annual caps, being the maximum daily balance of the
loans (including interests accrued) for the transactions contemplated
under the New Loan Framework Agreement for the years ending
31 December 2024 and 31 December 2025 is USD13,591,000 and
USD15,000,000 (the annual cap for the year ending 31 December 2025
is set up to 27 January 2025, being the end date of the term of the New
Loan Framework Agreement), respectively. Falcon is the controlling
Shareholder directly holding over 70% interest in the Company’s total
issued share capital. Accordingly, Falcon is a connected person of the
Company and as a result, the transactions contemplated under the
Loan Framework Agreement and the New Loan Framework Agreement
constitute continuing connected transactions of the Company under
Chapter 14A of the Listing Rules. The Company has complied with the
applicable disclosure requirements under Chapter 14A of the Listing
Rules. For details, please refer to the Company’s announcements
dated 29 January 2023 and 26 January 2024.

Save as disclosed above, the Group had not entered into any
connected transaction during the Reporting Period and up to the date of
this interim report, which is required to be disclosed under Chapter 14A
of the Listing Rules.
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Significant Events (Continued)
0000000

MATERIAL ASSETS ACQUISITION, SALE AND
MERGER

For the six months ended 30 June 2024, the Company had no material
assets acquisition, sale or merger other than that disclosed in this
interim report.

SIGNIFICANT INVESTMENTS, ACQUISITIONS AND
DISPOSALS OF SUBSIDIARIES, ASSOCIATES AND
JOINT VENTURES

Save as disclosed in this interim report, the Group had neither other
significant investments nor significant acquisitions and disposals of
relevant subsidiaries, associates and joint ventures for the six months
ended 30 June 2024.

IMPLEMENTATION OF EQUITY INCENTIVE PLAN
2020 SAS

The Board of Directors approved the adoption of the 2020 SAS on 4
June 2020, which was effective from 16 July 2020, being the date on
which dealings in H Shares first commenced on the Stock Exchange.
The 2020 SAS is analogous to a share scheme and subject to the
provisions of Chapter 17 of the Listing Rules. On 22 June 2020, the
Company established a trust in connection with the 2020 SAS (the “2020
Trust”) and appointed Bank of Communications Trustee Limited (the “BOC
Trustee”) as trustee to administer the 2020 Trust. Pursuant to the 2020
SAS, the grant of awarded Shares (the “2020 Awarded Shares”) by
the Board of Directors to the selected participants may vest in the form
of H Shares or the net sale proceeds of the 2020 Awarded Shares in
cash in accordance with the 2020 SAS.

Purposes

SHANDONG FENGXIANG CO.,LTD. 000 oooooono



Administration

The 2020 SAS shall be subject to the administration of the Board of
Directors and BOC Trustee in accordance with the scheme rules and
the trust deed. The decision of the Board of Directors with respect to
any matter arising under the 2020 SAS (including the interpretation of
any provision) shall be final and binding. BOC Trustee shall hold the
trust fund in accordance with the terms of the trust deed.

Duration

Subject to any early termination as may be determined by the Board
of Directors, the 2020 SAS shall be valid and effective for a term of 10
years commencing on the date of listing.

Scheme Limit and Entitlement

The Board of Directors shall not make any further award which will
result in the maximum number of new H Shares that can be awarded
and issued for the purpose of the 2020 SAS in any financial year is
3% of the total number of issued share capital in the H Shares at the
relevant time. The maximum number of new H Shares that can be
allotted and issued to a selected employee in any 12-month period
shall not exceed 1% of the total number of issued share capital in the H
Shares at the relevant time.

Grant

After the Board of Directors has decided to make a grant to any
selected employee, the Board of Directors shall send a grant notice
to such selected employee with a copy thereof to the BOC Trustee
within 14 business days after the grant was made. Such selected
employee shall confirm acceptance of the awarded Shares by signing
and returning to the Board of Directors the acceptance form within 14
business days after the date of the relevant grant notice.
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Significant Events (Continued)
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Vesting and Conditions

The Board of Directors is entitled to impose any conditions (the “2020
Vesting Conditions”) as it deems appropriate in its absolute discretion
with respect to the vesting of the 2020 Awarded Shares on the selected
employee, and shall set out the relevant 2020 Vesting Conditions and
the 2020 Awarded Shares in the relevant grant notice.

Subject to the terms and conditions of the 2020 SAS and the fulfilment
of all 2020 Vesting Conditions on such selected participant as specified
in the 2020 SAS and the relevant grant notice, the respective awarded
Shares held by the BOC Trustee on behalf of the selected participant
shall vest in such selected participant in accordance with the vesting
schedule as set out in the relevant grant notice.

Movements of 2020 Awarded Shares

On 26 June 2020, the Board of Directors granted to 18 selected
participants 2,050,000 2020 Awarded Shares under the 2020 Share
Award Scheme (the “Planned Share Award”), all of which were vested
to the selected participants (less those cancelled and/or lapsed),
representing in aggregate 89.8% of the Planned Share Award. The
2020 Awarded Shares were vested in four tranches with the vesting
schedule as follows: (i) as to 40% of the 2020 Awarded Shares on 30
September 2020; (ii) as to 20% of the 2020 Awarded Shares on 30
June 2021; (iii) as to 20% of the 2020 Awarded Shares on 30 June
2022; and (iv) as to 20% of the 2020 Awarded Shares on 30 June 2023.

No H Shares under the 2020 SAS were granted or vested during the
Reporting Period. There are also no outstanding awards during the
Reporting Period. As at 30 June 2024, the BOC Trustee held 210,000
H Shares.

On 24 August 2024, the Board of Directors resolved to terminate the
2020 SAS with effect from 26 August 2024. Upon termination of the
2020 SAS, the BOC Trustee should dispose all Shares (being 210,000
H Shares) remaining in the trust fund on the market within such period
as stipulated in the notice of termination.
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Significant Events (Continued)
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Purposes

The purpose and objective of the 2021 SAS are to recognise the
contributions by certain eligible participants and to provide them with
incentives in order to retain them for the continual operation and
development of the Group, and to attract suitable personnel for further
development of the Group.

Participants

Pursuant to the 2021 SAS, any employees (including full-time
employees and part-time employees) of the Group (including persons
who are granted awards under the 2021 SAS as an inducement to
enter into employment contracts with any member of the Group) are
eligible participants of the 2021 SAS. For the avoidance of doubt,
this includes employee of any members of the Group, who are also a
Director, Supervisor, chief executive, substantial shareholder of the
Company, or any of their respective associates or any other person that
may otherwise be regarded as a connected person of the Company.

Administration

The 2021 SAS shall be subject to the administration of the Board of
Directors and the trustee (the “Futu Trustee”) in accordance with the
scheme rules and the trust deed. The decision of the Board of Directors
with respect to any matter arising under the 2021 SAS (including the
interpretation of any provision) shall be final and binding. Without
prejudice to the foregoing and to the extent permissible under the
Listing Rules and other applicable laws and regulations, the Board of
Directors may resolve to delegate to another committee of the Board
of Directors or to one or more officers of the Company any or all of the
authority and responsibility of the Board of Directors under the scheme
rules and the trust deed. The Futu Trustee shall hold the trust fund in
accordance with the terms of the trust deed.

Duration

Subject to any early termination as may be determined by the Board
of Directors pursuant to the scheme rules, the 2021 SAS shall be valid
and effective for a term of 10 years commencing on the adoption date,
after which no further awards will be granted. As at 30 June 2024, the
remaining life of the 2021 SAS is approximately seven years.
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Scheme Limit and Entitlement

The Board of Directors shall not make any further award which will
result in the aggregate number of the Shares awarded by the Board of
Directors under the relevant schemes (i.e. the Share Schemes and any
other schemes (excluding the 2020 SAS) involving subscription for new
H Shares and/or purchase/acceptance of existing H Shares in issue
adopted and to be adopted by the Company from time to time) (the “Relevant
Schemes”) exceeding 10% of the issued share capital of the Company
as at 6 June 2024, being the date on which the Company amended
the Share Schemes. The maximum number of Shares which may be
awarded to a selected participant under the 2021 SAS shall not exceed 1%
of the issued share capital of the Company in any 12-month period.

Grant

Subject to the provisions of the 2021 SAS, including but not limited to
the restrictions set out in the scheme rules, the Board of Directors may,
from time to time, at its sole and absolute discretion select any eligible
participant (other than any excluded participant as stated in the scheme
rules) for participation in the 2021 SAS as a selected participant, and
grant an award to any selected participant at nil or such consideration
subject to such terms and conditions as the Board of Directors may in
its sole and absolute discretion determine. The Board of Directors may
determine that a selected participant will be granted awarded interests
in the form of awarded Shares or awarded cash or in the combination
thereof. The Board of Directors may also grant the related income of
the awarded interests to any selected participant in such amount or to
such extent as the Board of Directors determines.

In determining the eligibility of the eligible participants and the
appropriate awarded interest to be granted to any selected participant
(excluding any excluded participant as stated in the scheme rules),
the Board of Directors shall take into consideration matters including,
but without limitation to, (a) the present contribution and expected
contribution of the relevant selected participant to the profits of the
Group; (b) the general financial condition of the Group; (c) the Group’s
overall business objectives and future development plan; and (d) any
other matter which the Board of Directors considers relevant.
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Significant Events (Continued)
0000000

Vesting and Conditions

Subject to the terms and conditions of the 2021 SAS and the fulfilment
or waiver of all vesting conditions applicable to the vesting of the
awarded interests on such selected participant, the respective awarded
interests held by the Futu Trustee on behalf of the selected participant
shall vest in such selected participant in accordance with the applicable
vesting schedule, and the Futu Trustee shall cause the awarded
interests to be transferred to such selected participant and/or a vehicle
controlled by him/her (such as a trust or a private company) for the
benefit of the selected participant and any family members of such
selected participant.

Unless otherwise determined by the Board of Directors, in the event
that the vesting conditions specified in the grant notice are not fully
satisfied prior to or on the relevant vesting date, the award of the 2021
Awarded Shares in respect of the relevant vesting date shall lapse,
such 2021 Awarded Shares shall not vest on the relevant vesting date
and shall remain as part of the trust fund and the selected participant
shall have no claims against the Company, the Board of Directors, the
trust or Futu Trustee.

Movements of 2021 Awarded Shares

On 10 December 2021, an aggregate of 23,487,800 2021 Awarded
Shares were granted to 63 selected participants by the Board of
Directors under the 2021 SAS, and 2,609,800 reserved Shares were
kept for the time being in the pool of the trust fund as reserve for future
grants of 2021 Awarded Shares to the selected employees (the “Reserved
Shares”). The 2021 Awarded Shares and the Reserved Shares shall be
acquired by subscription as new H Shares and/or purchase/acceptance
of existing H Shares in issue. For details, please refer to the Company’s
announcements dated 10 December 2021, 29 August 2023 and 21 May
2024. As at 1 January 2024, the then scheme mandate limit of 2021
SAS shall not exceed 10% of the issued Shares as at the adoption date
(i.e. 140,000,000). The total number of awards available for grant (less
those vested and cancelled) under the then scheme mandate limit of
the 2021 SAS was 129,294,271.

Due to the amendment to the Share Schemes, the Scheme Mandate
Limit of the Relevant Schemes shall not exceed 10% of the issued
Shares as at 6 June 2024 (being the date on which the Company
amended the Share Schemes) (i.e.158,261,800). As at 30 June 2024,
the total number of awards available for grant (less those vested and
cancelled) under the Scheme Mandate Limit was 158,261,800.

As at 30 June 2024, the Futu Trustee held 3,034,734 H Shares.
The total number of Shares that may be issued in respect of awards
granted under the Relevant Schemes divided by the weighted average

number of Shares of the relevant class in issue for the Reporting Period
is0.1.
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The table below sets out the movements of 2021 Awarded Shares

during the period from 1 January 2024 to 30 June 2024:

Significant Events (Continued)

DobDoogo

0000020240 1010 020240 60 300 O O 2021
gooooooag

Number of awarded shares

oooooo
Closing price of Closing price
the Company’s  of the Company’s
Cancelled/ H Shares H Shares
Granted Vested lapsed Outstanding immediately before immediately
Asat  duringthe  duringthe  during the asat thedateofgrantin  before the vesting
1 January Reporting Reporting ~ Reporting 30 June 2024 date in 2024
Name Date of grant Vesting date**? 2024 Period™?  Period"*?  Period™* 2024 (HK$)"e? (HK ) e
0020240 0020240
goooo goooa
ooooo 020240 ooOoHOO oo0OHOO
020240 ooo 60300 gooo
oo gooo ooopfeee 1010 onofe#  ppopeeee ooogee®
Directors
oo
Mr. Xiao Dongsheng 10 December 2021 30 June 2024 1,944,000 — 972,000 — 972,000 — 152
goooao 20210 1200 100 2024060 300
Mr. Shi Lei 10 December 2021 30 June 2024 857,334 — 428,666 — 428,668 — 152
gooo 20210 1200 100 2024060 300
Senior Management
goooa
Mr. Wang Zhixian 10 December 2021 30 June 2024 233,400 - 116,700 - 116,700 — 1.52
goooo 20210 120 100 2024060 300
Mr. Meng Tao 10 December 2021 30 June 2024 388,800 — 194,400 — 194,400 — 152
gooo 20210 120 100 2024060 300
Other Selected Employees 10 December 2021 30 June 2024 10,158,537 — 2,761,566 2,473,231 4,923,740 — 152
gooooa 20210 1200 100 2024060 300
Total 13,582,071 — 4473332 2,473,231 6,635,508 — 1.52
oo
Notes: ooo

The 2021 Awarded Shares granted on 11 December 2021 shall be vested
in three tranches with the vesting schedule as follows: (i) as to one-third of
the 2021 Awarded Shares on 30 April 2023; (ii) as to one-third of the 2021
Awarded Shares on 30 April 2024; and (iii) as to one-third of the 2021
Awarded Shares on 30 April 2025. The vesting dates of 2021 Awarded
Shares to be vested on 30 April 2023 and 30 April 2024 were postponed
to 30 June 2023 and 30 June 2024, respectively.

No H Shares under the 2021 SAS were granted during the Reporting
Period. The purchase price of the vested share awards during the
Reporting Period was nil.

Closing price of the H Shares immediately before the suspension of
trading of H Shares on the Stock Exchange on 2 February 2023.

The outstanding awarded Shares (unvested) as at 30 June 2024 were
lapsed due to the employees’ resignation and failure of meeting the
vesting conditions. The purchase price of the cancelled share awards
during the Reporting Period was nil.

The weighted average closing price of the H Shares vested during the
Reporting Period before 2 February 2023, the date on which trading of the
H Shares on the Stock Exchange was suspended, was HK$1.52.
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Scheme Limit and Entitlement

The Board of Directors shall not make any further award which will
result in the aggregate number of the Shares awarded by the Board of
Directors under the Relevant Schemes exceeding 10% of the issued
Shares as at 6 June 2024, being the date on within the Company
amended the Share Schemes. The maximum number of Shares which
may be awarded to a selected participant under the 2023 SAS shall not
exceed 1% of the issued share capital of the Company in any 12-month
period.

Grant

Subject to the provisions of the 2023 SAS, including but not limited to
the restrictions set out in the scheme rules, the Board of Directors may,
from time to time, at its sole and absolute discretion select any eligible
participant (other than any excluded participant as stated in the scheme
rules) for participation in the 2023 SAS as a selected participant, and
grant an award to any selected participant at nil or such consideration
subject to such terms and conditions as the Board of Directors may in
its sole and absolute discretion determine. The Board of Directors may
determine that a selected participant will be granted awarded interests
in the form of awarded Shares or awarded cash or in the combination
thereof. The Board of Directors may also grant the related income of
the awarded interests to any selected participant in such amount or to
such extent as the Board of Directors determines.

In determining the eligibility of the eligible participants and the
appropriate awarded interest to be granted to any selected participant
(excluding any excluded participant as stated in the scheme rules),
the Board of Directors shall take into consideration matters including,
but without limitation to, (a) the present contribution and expected
contribution of the relevant selected participant to the profits of the
Group; (b) the general financial condition of the Group; (c) the Group’s
overall business objectives and future development plan; and (d) any
other matter which the Board of Directors considers relevant.

Vesting and conditions

Subject to the terms and conditions of the 2023 SAS and the fulfilment
or waiver of all vesting conditions applicable to the vesting of the
awarded interests on such selected participant, the respective awarded
interests held by the Futu Trustee on behalf of the selected participant
shall vest in such selected participant in accordance with the applicable
vesting schedule, and the Futu Trustee shall cause the awarded
interests to be transferred to such selected participant and/or a vehicle
controlled by him/her (such as a trust or a private company) for the
benefit of the selected participant and any family members of such
selected participant.
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Significant Events (Continued)
0000000

Unless otherwise determined by the Board of Directors, in the event
that the vesting conditions specified in the grant notice are not fully
satisfied prior to or on the relevant vesting date, the award of the 2023
Awarded Shares in respect of the relevant vesting date shall lapse,
such 2023 Awarded Shares shall not vest on the relevant vesting date
and shall remain as part of the trust fund and the selected participant
shall have no claims against the Company, the Board of Directors, the
trust or Futu Trustee.

Movements of 2023 Awarded Shares

No Shares were granted or vested during the six months ended 30
June 2024.

As at 1 January 2024, the then scheme mandate limit of 2023 SAS
shall not exceed 10% of the issued Shares as at the adoption date
(i.e. 140,000,000). The total number of awards available for grant (less
those vested and cancelled) under the then scheme mandate limit of
the 2023 SAS was 140,000,000.

Due to the amendment to the Share Schemes, the Scheme Mandate
Limit of the Relevant Schemes shall not exceed 10% of the issued
Shares as at 6 June 2024 (being the date on which the Company
amended the Share Schemes) (i.e.158,261,800). As at 30 June 2024,
the total number of awards available for grant (less those vested and
cancelled) under the Scheme Mandate Limit was 158,261,800.

As at 30 June 2024, the Futu Trustee held 13,543,934 H Shares.
The total number of Shares that may be issued in respect of awards
granted under the Relevant Schemes divided by the weighted average

number of Shares of the relevant class in issue for the Reporting Period
is 0.1.
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To gradually differentiate the eligible participants of the Share Schemes,
so that the employee participants of the 2021 SAS shall only include
connected persons of the Company (as defined under the Listing
Rules) while the employee participants of the 2023 SAS shall exclude
such connected persons, on 24 July 2024, the Company (i) cancelled
the 2,955,968 awarded Shares granted to, yet unvested in, certain
selected participants who are non-connected persons of the Company
(“Non-connected Grantees”) under the 2021 SAS and (ii) substituted
such cancelled grants under the 2021 SAS by new grants of 2,955,968
awarded Shares to such Non-connected Grantees under the 2023 SAS
(subject to acceptance by the grantees). The new grants of 2,955,968
awarded Shares will be satisfied partly by issuance of 730,000 new
H Shares within the Scheme Mandate Limit and partly by existing H
Shares in issue under the 2023 SAS, representing approximately 0.1867%
of the total issued Shares as at the date of this interim report and the
total issued Shares as enlarged by the allotment and issue of new
Shares. Subsequent to the new grants of 2,955,968 awarded Shares,
the number of Shares available for future grants under the Relevant
Schemes is 155,305,832. For details, please refer to the announcement
of the Company dated 24 July 2024.

DIRECTORS’ AND SUPERVISORS’ SECURITIES
TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in
Appendix C3 to the Listing Rules as a code of conduct for securities
transactions by the Directors and Supervisors. The Company has made
specific enquiries with each Director and Supervisor and each of them
confirmed that he or she had complied with all required standards under
the Model Code during the six months ended 30 June 2024.

DIRECTORS’ AND SUPERVISORS’ INTERESTS IN
MATERIAL TRANSACTIONS, ARRANGEMENTS OR
CONTRACTS

Save as disclosed in this interim report, as at 30 June 2024, none of the
Directors or Supervisors directly or indirectly had any material interest
in any material transaction, arrangement or contract in relation to the
Company’s business, to which the Company, any of its subsidiaries or
fellow subsidiaries, if any, was a party.
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Significant Events (Continued)
0000000

INTERESTS AND SHORT POSITIONS OF
DIRECTORS, SUPERVISORS AND CHIEF
EXECUTIVES IN SHARES, UNDERLYING SHARES
AND DEBENTURES

As at 30 June 2024, the interests and short positions of the Directors,
Supervisors and chief executives in any Shares, underlying Shares and
debentures of the Company or any of its associated corporations (within
the meaning as defined in Part XV of the SFO, which were required
to be notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including the interests and
short positions which they were taken or deemed to have under such
provisions of the SFO), or to be entered in the register to be kept
pursuant to section 352 of the SFO, or otherwise required to be notified
to the Company and the Stock Exchange pursuant to the Model Code
as set out in Appendix C3 to the Listing Rules are as follows:

0202406030000 000000000000
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The Company Oo0od
Approximate Approximate
percentage of percentage of
interest in the interest in the
relevant class total share
Name of Directors/ Nature of Class of Number of of Shares of the capital of the
Supervisors interest Shares Shares  Company™®?  Company®™?
oooooo
00000 0OO0OOOoOoOo
000000 0OOoOOOoOoOoo
oooooood oooo oooo oooo oaogn7vee Oooogeee
Mr. Xiao Dongsheng™®?  Beneficiary of atrust ~ H Shares 972,000 (L) 0.18% 0.06%
0oogopPoes ooooao HO
Beneficial interest H Shares 2,244,000 (L) 0.42% 0.14%
oooo HO
Mr. Shi Lei™*? Beneficiary of atrust ~ H Shares 428,668 (L) 0.08% 0.03%
OoogpPees ooooao HO
Beneficial interest H Shares 957,332 (L) 0.18% 0.06%
oooo HO
Notes: ooo

@

@

(©)

The calculation is based on the percentage of shareholding in Domestic
Shares or H Shares respectively.

The calculation is based on the total number of 1,045,000,000 Domestic
Shares in issue and 537,615,000 H Shares in issue.

Mr. Xiao Dongsheng and Mr. Shi Lei have been granted the awarded
Shares under the 2020 SAS and/or 2021 SAS. They are deemed to be
interested in the issued share capital of the Company for the awarded
Shares which have been granted to them pursuant to Part XV of the SFO.
As at 30 June 2024, all of the awarded Shares to Mr. Xiao Dongsheng
and Mr. Shi Lei under the 2020 SAS were vested. Out of the 2021
Awarded Shares granted to Mr. Xiao Dongsheng and Mr. Shi Lei, 972,000
and 428,668 2021 Awarded Shares under the 2021 SAS (representing
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Save as disclosed above, as at 30 June 2024, none of the Directors,
Supervisors or chief executives or their associates have or are deemed
to have any interests and short positions in the Shares, underlying
Shares or debentures of the Company or its associated corporations (within
the meaning as defined in Part XV of the SFO), which were required
to be notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including the interests and
short positions which they were taken or deemed to have under such
provisions of the SFO), or pursuant to section 352 of the SFO, required
to be entered in the register referred therein, or otherwise required to
be notified to the Company and the Stock Exchange pursuant to the
Model Code.

PURCHASE, SALE OR REDEMPTION OF THE
LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of its listed securities during the six months ended 30
June 2024.

DIRECTORS’ AND SUPERVISORS’ RIGHTS TO
ACQUIRE SHARES OR DEBENTURES

Save as otherwise disclosed in this interim report, at no time during the
Reporting Period, was the Company or any of its subsidiaries a party
to any arrangement that would enable the Directors or Supervisors to
acquire benefits by means of acquisition of Shares in, or debentures of,
the Company or any other body corporate, and none of the Directors
or Supervisors or any of their spouses or children under the age of 18
were granted any right to subscribe for the equity or debt securities of
the Company or any other body corporate or had exercised any such
right.

OTHER EVENTS
Proposed Initial Public Offering of A Shares

On 29 January 2021, the Board of Directors resolved and approved to
commence the relevant preparation related to the proposed initial public
offering of A shares of the Company. The Company has engaged
Huatai United Securities Co., Ltd as the pre-listing tutoring institution
and submitted the registration application for pre-listing tutoring with
the Shandong Supervisory Commission (00 O 0O O O) of the China
Securities Regulatory Commission (0 00000 OOO0O0O) on
29 January 2021. As at the date of this interim report, the Company
is in the stage of under pre-listing tutoring procedure and has not
commenced filing the application for the proposed initial public offering
of A shares.
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Significant Events (Continued)
0000000

Loan Agreement with Covenant relating to Specific
Performance of the Controlling Shareholder

On 2 November 2023, the Company, as the borrower, and syndicate
members, as the lender (the “Lender”), entered into a working capital
syndicate loan agreement (the “Loan Agreement”) in relation to the
provision of a working capital loan facility by the Lender to the Company
in an aggregate maximum principal amount of RMB960 million, for a
loan granting period commencing from the date of signing of the Loan
Agreement to 31 May 2024. The loan was used to repay loans and for
the Company’s daily working capital.

Pursuant to the Loan Agreement, the Company undertakes that (i) no
change of control of the controlling Shareholder shall occur during the
term of the loan (change of control refers to the existing controller’s loss
of control in the Company and their direct and indirect consolidated
shareholdings being less than 50% through share transfers, bond
market transactions, capital increases and share enlargements,
mergers and acquisitions and concerted party agreements); or (ii) no
external pledge of the equity of the Company held by the controlling
Shareholder shall be made, except where it has been considered and
approved by the syndicate loan agent.

If violation of the relevant undertakings under the Loan Agreement
occurs and leads to an event of default, the syndicate loan agent
may cease the drawing of all or part of the loan funds that has been
requested in a drawdown notice but not yet been drawn; cancel all
or part of the total commitments; declare that all or part of the loan
balance, together with all accrued interest, expenses and other amounts under
the Loan Agreement be immediately due and payable in advance. For
details, please refer to the announcement of the Company dated 2
November 2023.

Public Float and Suspension of Trading in the H Shares

Upon completion of the acquisition of the Domestic Shares of the
Company by Falcon on 20 December 2022, Falcon was required to
make unconditional mandatory general offers in cash for all the issued
Domestic Shares and H Shares not already owned or agreed to be
acquired by Falcon and its concert parties (the “Offers”) in accordance
with the Code on Takeovers and Mergers (the “Takeovers Code”)
issued by the Securities and Futures Commission of Hong Kong.
Falcon also proposed to delist the Company from the Stock Exchange
and accordingly the Company had agreed to convene its shareholders’
meetings for the purpose of independent Shareholders to consider and
vote on the delisting resolution (the “Delisting Resolution”) (among
other business).
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On 28 December 2022, Falcon and the Company jointly despatched the
composite document (the “Composite Document”) comprising (including
without limitation) the offer document from Falcon, the response
document from the Board of Directors, details of the Offers and the
Delisting Resolution (including the expected timetable and terms of
the Offers), a letter of recommendation from the independent board
committee of the Board of Directors to the independent Shareholders in
relation to the Offers, a letter of advice from the independent financial
adviser in relation to the Offers and the forms of acceptance to the
Shareholders in accordance with the requirements of the Takeovers
Code.

On 18 January 2023, the Delisting Resolution was not approved at
the 2023 first extraordinary general meeting and the 2023 first H
Shareholders class meeting of the Company held on that date, and the
Delisting Resolution was not implemented and lapsed.

As the Delisting Resolution was not approved and the public float of the
Company fell below 25% following the close of the Offers, the minimum
public float requirement as set out in Rule 8.08(1)(a) of the Listing
Rules was not satisfied.

Pursuant to Note 1 to Rule 8.08(1)(b) of the Listing Rules, at the
request of the Company, trading in the H Shares has been suspended
from 9:00 a.m. on 2 February 2023 since the percentage of public float
fell below 15% following the close of the Offers. On 25 April 2023, the
Company received a letter from the Stock Exchange setting out the
guidance for the resumption of trading in the shares of the Company
on the Stock Exchange (the “Resumption Guidance”). Pursuant to
the Resumption Guidance, the Company shall: (i) restore the minimum
public float required under Rule 8.08(1)(a) of the Listing Rules; and (ii)
inform the market of all material information for the Shareholders and
other investors to appraise the Company’s position. For details, please
refer to the joint announcements of the Company and Falcon dated 1
February 2023 and 26 April 2023.

The Company applied for, and the Stock Exchange granted, a waiver
from strict compliance with the requirements under Rule 8.08(1)(a) of
the Listing Rules for a period from 1 February 2023 to 31 August 2023,
1 September 2023 to 31 December 2023, 1 January 2024 to 30 April
2024, and 1 May 2024 to 31 July 2024, respectively.

In order to satisfy the Resumption Guidance, the Company had taken
appropriate steps to restore its public float as required under Rule 8.08(1)
(a) of the Listing Rules and resume the trading in H Shares as soon as
practicable.
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Significant Events (Continued)
0000000

The Company completed subscriptions of a total 182,618,000 H
Shares with two subscribers on 11 September 2023, representing
approximately 11.53% of the issued share capital of the Company as at
the date of this interim report.

Falcon further completed sales of a total 80,520,000 H Shares with two
purchasers on 15 September 2023 and 3 October 2023, representing
approximately 5.09% of the issued share capital of the Company as at
the date of this interim report.

On 24 July 2024, awards under the 2021 SAS granted to certain Non-
connected Grantees were cancelled and substituted by new grant of
awards under the 2023 SAS to such Non-connected Grantees, which
were satisfied partly by issuance of 730,000 new H Shares within the
Scheme Mandate Limit, representing approximately 0.05% of the total
issued Shares as enlarged by the allotment and issue of new Shares,
and partly by existing H Shares in issue under the 2023 SAS. The
trustee holds such H Shares on behalf of the employee participants
under the 2023 SAS, hence satisfy the requirement under Rule 8.24
of the Listing Rules and be counted towards the public float of the
Company.

Upon completion of the above steps, the Company’s public float
restored to over 25%. The Company fulfilled the Resumption Guidance.

As at the date of this interim report, 395,840,395 H Shares, representing
approximately 25.00% of the issued Shares, are held by the public (within
the meaning of the Listing Rules). The Company applied for, and the
Stock Exchange granted, for the resumption of trading in H Shares with
effect from 9:00 a.m. on 31 July 2024. For details, please refer to the
announcement of the Company dated 30 July 2024.

Amendments to the Articles of Association

On 29 December 2023, the amendments to the Company Law of
the People’s Republic of China QO 00 00O OODOOD (the
“PRC Company Law”) were adopted and took effect on 1 July 2024.
The new PRC Company Law makes changes to the current PRC
Company Law, including optimisation of corporate governance,
enhancement in protection for minority shareholders, and strengthening
of responsibilities and fiduciary duties of controlling shareholders,
directors, supervisors and senior management members. Listed issuers
are required to make any necessary changes to their constitutional
documents in accordance with the latest amendments to the PRC
Company Law before the effective date.
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Meanwhile, given that the Company’s daily business operation will
involve cargo transportation, the Company is required to include (i) road
transportation of goods (excluding dangerous goods) and (ii) motor
vehicle repair and maintenance in its scope of business in accordance
with the Regulations of the People’s Republic of China on Road
Transportaton 00 0000000 OO00O0O0OD. As a result, the
scope of business as stated in the articles of association of the Company (the
“Articles of Association”) shall be amended and such amendments
are subject to the review by the company registration authority.

Based on the foregoing, the Company proposed to amend the Articles
of Association in order to (i) reflect the change in business scope of the
Company; (i) reflect the latest amendments in the PRC Company Law
in the Articl