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KR (ZEM) BPFR/A 7 DaChan Food (Asia) Limited

DaChan Food (Asia) Limited (the “Company” or “DaChan”) is a
conglomerate with operations in the People’s Republic of China
("PRC"), Vietnam and Malaysia. The Company’s shares have
been listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) since 2007. The Company (together with its
subsidiaries and its jointly-controlled entities the “Group”) is a
leading fully integrated animal protein product provider whose
products range from feeds, poultry and advanced nutritional
formulas for aquatic animals to processed foods.

The Group has more than 30 factories across the PRC, Vietnam
and Malaysia. Its animal feeds are mainly sold under the brands of
“Green Knight” (4%5& 1), “Dr. Nupak” (#5218 +) and “TSOS", and
chicken meat and processed foods are mainly sold under the brand
of “Sisters’ Kitchen” (285£ET=).

The Group distributes its products through well known domestic
and international chain stores, wet markets, online stores,
distributors, and supermarkets. Through its established and
comprehensive sales channels, the Group is well positioned for
rapid growth.

The Group attaches the highest importance to the quality of its
food products. The Group’s high standard quality control have
earned numerous industry awards and recognitions. In 2009, the
Group introduced a pioneering product safety traceability system
for its “Sisters’ Kitchen” products, which enables consumers to
trace product information such as the name of the farmers, the
location of the chicken farms, the feeds consumed by the animals
as well as the name of the food-processing factories.
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The Group endeavours to develop brand-new highly value-added
products by constantly utilizing the latest food science and
technology. By promptly addressing the ever-changing market
demand, the Group has greatly enhanced the quality of customer
service.

VISION

As a company integrating the entire food production chain, from
agricultural source in the upstream, the food researchers and
manufacturers in the midstream, to the mass consumers in the
downstream, DaChan links every section attentively in order to
enhance the efficiency and the value of the entire food production
chain, as well as providing consumers with safe, nutritious and
healthy products and services. We hope each party involved in the
upstream, midstream and downstream of the production chain,
including our staff, shareholders, suppliers, and farmers at the
source of production, will be proud of us. Besides, the Group also
emphasises eco-environmental protection and proactively fulfils
its social responsibilities. Meanwhile, DaChan will be the company
which invests most resources on the innovation and application of
biotechnology and information technology across the industry and
committed to become one of the most respectable companies
and one of the companies that are the most supportive of staff

development in the Greater China Region!

—ZF— -t F IR Annual Report 2017
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COMPETITIVE ADVANTAGES

o Market leader with high brand publicity

° Highly vertically integrated business with highly efficient

mode of operation

o Strict and high standard of quality control and traceability
system

° Stable and long-standing relationship with nationally and

internationally renowned customers

° Extendable and scalable production facilities and technology
in major strategic locations across the PRC, Vietnam and
Malaysia

° Experienced and dedicated management team

4 KEES (Z5M) ABR2A T DaChan Food (Asia) Limited
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Financial Highlights

HE2017F12A3BLLEE
For the year ended 31 December 2017

AREFIT —E—+F ZE—RF &)
RMB'000 2017 2016 Changes
B Turnover 8,507,477 8,124,053 4.7%
RARREENMN Profit attributable to
i Al owners of the Company 29,120 53,899 -46.0%
AEMHE Total assets 3,998,797 3,660,135 9.3%
BEFE Net assets 1,860,566 1,761,395 5.6%
FRRERZF Basic profit
(ARETT) per share (RMB) 0.03 0.05 -40%
BEAREDR (%) Return on total assets (%) 2.30% 3.21% -28%
Mz B1FR (%) Return on equity (%) 4.94% 6.66% -26%
*BERERLE *Gearing ratio 48.4% 45.6% 6%
FREEFE(ARET) Net assets per share (RMB) 1.83 1.73 6%
* aEEELE =B EEFE * Gearing Ratio = Interest bearing debt/Average net assets
KEWAREME FlR R Sl R
Turnover and Gross Profit Margin Net Profit and Net Profit Margin
(AR¥EER) (AR¥EER)
(RMB million) . (%) (RMB million) (%)
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Turnover Gross Profit Margin (%) 0 FEEA —— AR (%)

Profit for the year Net Profit Margin (%)

R WNSEZETS 53 5 REEWNFEEHS 43 50
Turnover by Business Segment Turnover by Business Segment

15.7%

19.1%

P Meat H&@ Meat
@ AFfAE  Feeds to External Customers © AFEH  Feeds to External Customers
@ MIBR Processed Foods @® MI&R Processed Foods

ZZ— -+ FF Annual Report 2017 5
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I Chairman’s Statement

BXRE T/ HanJia-Hwan Chairman
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Continually “strengthening and deepening”
food product processing operations
Dedicated to developing own brand

6 K& (M) BFR2AT DaChan Food (Asia) Limited



MENBABER -

TR tFAREENRRIERBEA TN
BREE  SE-ENREBHFEHNRACRER
BTBEERS BRARRICLHERBEB
30% - AERNTHBE-T—tFRET+HF
& BRGLERERTEENE—(KERE
TERBNESN  MAFRBREMNERERED
BRRS THEME - —T—tFRMAFE
EREWAEET27% iR EKE - AR - A
MEEMNEFEFLIRZE T 38% © WARE
AR SRR TERBE TIRIR EaPkE
mEEXRFERT RBEHNELELX -
REBMSFNARIIG T TIHAKE

AEBE-_FT—LFHEXTHFEZRENM
BethA HERERMABOENKENERS
TARSECRIIMENEESRN > MEES
REBMEFHIERBTOMEN - BEWE
ETHREPYRREEMARERNT
Koo tbsh - R TR EEBRE T RIFE
FmER MAKEEUENES IR
[BE B KRR R EEKF R

SENHETENRERAAMEE &8
BT BRI RE o PRAMITERFENPRR
BEPHIBEREMME  MASEbERT
BEVERARBRRRE RS NEBBEYN
[EREEER] R EHEERBKE
BAARKBHERNEER - ElE  EERM
FRPEAER  BEFETEPHARER
o AT BIEELBENBEFRET - #
MM ERIDARE THERE  ZET
MG o

ERE|E

Chairman'’s Statement

To our shareholders,

In 2017, the progress of food productization of the Group entered
a new milestone. The food productization strategy, which the
Group has been insisting on, achieved remarkable results. The
proportion of chicken food productization has exceeded 30%
for the first time. Although the price of chicken meat reached its
lowest in ten years in 2017, food productization has improved
the Group's one-stop ability to withstand market risk of broiler
chickens, and the more stable product structure also effectively
improved production efficiency. In 2017, operating income from
the food segment achieved stable growth of 27%, while the gross
profit of the meat product segment has grown by 38% in times of
adversity. Although the feeds industries in China and Vietnam both
encountered environmental challenges, and change in exchange
rates also brought unexpected exchange losses, the Group still
achieved good results during this year.

In 2017, many future layouts were completed by the Group. The
official commencement of operation of the Bengbu Food Factory
in October not only increased the production capacity of the
Group, which almost reached full capacity, but it is also the new
R&D experience center of the Group, where clients’ requirements
in respect of high quality products can be satisfied more closely.
Besides, in respect of the feeds segment in Southeast Asia, the
construction of factories in Cambodia were started, using superior
position of the Group in Vietnam to boost the level of feeds and
breeding and rearing in neighboring countries.

This year, the feeds business in China and Southeast Asia both
encountered serious challenges. The competition in the feeds
industry in China continued to increase due to the continuing exit
of small-scale customers, and the service known as “Elite Health
Passport” was launched by the Group to improve breeding and
rearing performance of family farms of pigs and egg chickens,
using quality services to achieve the value of DaChan feeds
products. In Vietnam, the price of pigs has also shrinked to the
lowest level due to imbalance between supply and demand,
seriously affecting the customers’ enthusiasm for breeding
and rearing. However, even under such harsh competitive
environment, the feeds team of the Group in Vietnam still
maintained sales growth and consolidated market share.

ZZE—tFF 3R Annual Report 2017
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KEEmR (ZM) AR T DaChan Food (Asia) Limited

In respect of the food segment, continued growth was achieved,
not only contributed by the Group's high-speed expansion in
bakery and casual dining channels in China, but also contributed
by restarting the food export business of the Dalian Gongchan
Food Factory to Japan. Utilizing DaChan’s deep foundation in the
Japanese market, the differentiated market positioning of the
Gongchan Factory also achieved excellent results and achieved
rapid growth in a short period of time. The professional food
business segment in China not only maintained double-digit
growth in terms of operating sale, but the improvement in product
structure and customer management has also brought 30%
growth in total gross profit.

The H7N9 epidemic was the main reason affecting the chicken
market in 2017, and it also brought the lowest chicken meat price
in ten years. Fortunately, the breeding and rearing performance of
contractual partners of the meat product segment was effectively
increased in 2017, in turn reducing the breeding and rearing
costs, while the increase in the proportion of food productization
improved the profitability of meat products.

During this year, although due to environmental factors, there was
no significant increase in profitability, major strategies formulated
by DaChan, such as food productization and eliminating risks,
has begun to see its results, and the food production capacity
layout has preliminarily been completed. Therefore, | am fully
confident of the year 2018. | would like to express my gratitude
to all shareholders, staff, customers and consumers. Only with
your constant support can we break through the difficulties and
accomplish achievements time and again.

Chairman
Han Jia-Hwan

Hong Kong
April 2018
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Management Discussion and Analysis

=B o 3 TR BB DL
2017 2016 % change
KEWA(ARETTT) Turnover (RMB'000) 8,507,477 8,124,053 4.7
EFAARETT) Gross profit (RMB’'000) 815,942 754,510 8.1
EFIE (%) Gross profit margin (%) 9.6 9.3
A BIPRERFERR T Profit attributable to shareholders
(AR¥ETIT) of the Company (RMB’000) 29,120 53,899 -46.0
38 % BRI B SR W O 1) ECONOMIC ENVIRONMENT AND STRATEGY
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DIRECTION

In 2017, the domestic chicken consumption market in China
was shrinking due to influenza outbreak, and the chicken
consumption in households and school canteens declined
particularly significantly. Although with the Chinese government’s
strengthening of environmental protection inspections in 2017,
implementation of strict environmental protection measures
in many places, setting up livestock and poultry banned areas,
and forced closure of processing enterprises that did not meet
pollution emission standards, the breeding and rearing amount
of cultured feather chickens and supply of chicken meat were
reduced to a certain extent, the high production capacity of the
white feather broiler industry led to the fact that, for most of the
time in 2017, the broiler industry was in an oversupply competitive
situation, and both the feather chicken price and the chicken meat
price fell to the lowest level in the past 10 years. At the same
time, with the continue withdrawal of small and medium-sized
processing plants and farmers, the concentration of the white

feather broilers industry has further increased.

In response to changes in the economic environment and
competitive landscape, the Group has been actively engaged
in food productization planning in order to enhance its
competitiveness in the industry. In respect of the export market, the
food export business of the Dalian Gongchan Factory was restarted,;
in respect of domestic sales market, the Bengbu Food Factory was
officially put into operation in October 2017 and provided a strong
guarantee for the continued and rapid growth of the food segment.
Driven by both domestic sales and export, the food productization

development of the Group reached a new milestone.

—Z—tFF 3R Annual Report 2017
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Management Discussion and Analysis
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KR (ZEM) BPFR/A 7 DaChan Food (Asia) Limited

The Group invariably adhered to the following operating strategies
in 2017:

(1)  Levering food as a leading factor in the continuous
development of the Group, continuing to strengthen
its product and market development efforts in the food
segment, making it a leader in the professional catering

market.

(2)  Maintaining a proper scale of electrical slaughtering of
broilers and strengthening risk management and cost control
of day-old chicks, feather chickens and meat products,
providing a safe traceable raw meat supply for the food

segment.

(3)  Continuously increasing its market shares and profits in the
feed market in Vietnam and Malaysia and, at the same time,

beginning to prepare for the Cambodia market.

(4)  Focusing on the sales of functional feeds of higher added
value in the feed market in the PRC.

Providing consumers with safe and traceable products is always
the solemn commitment of the Group. The Group will continue
to strengthen its internal management to improve operational
efficiency. With the steady increase in the proportion of food
productization, the one-stop supply chain’s resilience to market
risks will continue to increase, and profitability will also be

improved in the long term.
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Management Discussion and Analysis

BUSINESS REVIEW

In 2017, the meat product segment continued to adjust the
supply structure of day-old chicks, the structure of feather chicken
breeding and rearing, the supply and sales structure of chicken,
which enhanced production efficiency and reduced various
expenses. Under adverse market conditions, gross profit achieved
growth of 37.8% as compared with the same period of last year.
After the resumption of export business of Dalian Gongchan, sales
of the export food segment grew by 45.1%, and gross profit also
grew by 16.1% as compared with the same period of last year.
While sales volume of domestic food segment rose by 9.9%,
gross profit increased by 29.7% as compared with the same

period of last year.

The increase in profits of the meat product and food segments
mitigated the impact on the overall profitability of the Group from
the decline in performance of the feeds segment in Vietnam and

the domestic market resulting from changes in market conditions.

In 2017, although due to the fluctuation of the exchange rate
between the US dollar and the RMB, the Group incurred a foreign
exchange loss of approximately RMB37,614 thousand (exchange
gain of approximately RMB32,274 thousand for the same period in
2016), because the overall gross profit of the Group increased by
RMB61,432 thousand as compared with the same period of last
year, the profit attributable to shareholders of the Company only
decreased by RMB24,779 thousand as compared with the same

period of last year.

ZZE—tFF 3R Annual Report 2017
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Management Discussion and Analysis

BT MEAT PRODUCT
—E—+tF —E—RF ERA DL
2017 2016 % change
TEWA(ARETTT) Turnover (RMB'000) 2,382,142 2,172,759 9.6%
EFRARETT) Gross profit (RMB’000) 82,214 59,650 37.8%
EFIE (%) Gross profit margin (%) 35 2.7
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RATBRETEFZMIRA  ZEBPINFER
HEARETAMRMERER  RACLLHIH
BMRETAREN ERAMFE_F
—EFENREFRBEMARYE 22,664 T
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KEEmR (ZM) AR T DaChan Food (Asia) Limited

The meat product segment mainly sells chilled and frozen chicken
meat under the brand of “Sister’s Kitchen” and lightly processed
tender chicken meat, sells chicken to fast food shops, internal and
external food processors and food processing service providers,
and supplies feeds and day-old-chicks to contract farmers. The
production region of the segment covers Northeast China, North
China and East China while its sales network covers the entire
nation.

BUSINESS REVIEW

In 2017, although constantly sluggish market conditions
affected the profitability of the meat product segment, due
to: the reduction of the breeding and rearing costs due to the
continuing enhancement of breeding and rearing performance; the
reduction of the electrical slaughter costs due to the continuing
enhancement of production efficiency; the reduction of indirect
costs of meat products due to the reduction and integration
of supporting departments; the increase in the proportion of
food productization improving profitability of meat products, the
gross profit of the meat product segment in 2017 increased by
RMB22,564 thousand as compared with the same period of last

year.
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THREWRS

Management Discussion and Analysis

FUTURE STRATEGIES

The operating strategy of eliminating risk adhered by the meat
product business will also continue to be implemented in the
future, including: (i) to adjust the terms of contracts between
the Group and external chicken farms pursuant to the market
price trend of day-old chicks and enter into supply contracts with
minimum guarantee when the price is low and profit sharing when
the price is high according to the market fluctuations of the price
of day-old chicks; (ii) to encourage contract farmers to change the
way of rearing from netting to caging, to assist them to optimize
their management, to improve the feed-to-meat ratio and to raise
the rearing and breeding efficiency; (i) to continue to enhance
the rate of utilization of incubation capacity in order to improve
cost control; (iv) to continue to increase the ratio of sales through
the valued sales channels of chicken meat; and (v) to continue to
increase the proportion of converting the Group's chicken meat to
prepared food and deeply processed food products, etc.

—Z—tHFF 3R Annual Report 2017
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Management Discussion and Analysis

BEME CRAMNEES) LIVESTOCK FEEDS (FROM EXTERNAL
CUSTOMERS)
—E—+F —RREF BB AL
2017 2016 % change
HEWA(ARETIT) Turnover (RMB'000)
—HE - China 1,823,810 1,955,284 6.7%
—#Fm - HRAE - Vietnam and Malaysia 2,674,852 2,716,985 -1.6%
= Total 4,498,662 4,672,269 3.7%
EFAREFT) Gross profit (RMB’000)
—HE - China 139,889 157,657 -11.3%
— i BRADR - Vietnam and Malaysia 275,527 285,053 -3.3%
&&f Total 415,416 442,710 6.2%
EFIE (%) Gross profit margin (%)
—H - China 7.7 8.1
—#m - HRAE - Vietnam and Malaysia 10.3 10.5
= Total 9.2 95

R EENEE WA FTERGEFTE - W The operating income of the feeds segment was primarily derived
RERATHINBEFHEE N 85 A from the sales of piglet, sow, hog, broiler and egg chicken feeds
o ABEREHGE - TARMSHAGRESE to external customers in China, Vietnam and Malaysia. Corn and
¥METERM - [BRBL] (&) & soybean are the primary raw materials of feeds sold by the Group.
[SOS| AFAKSEENEEER®mE - £EH The main product brands of this segment are “Dr Nupak”, “Green
HERIGEZWE - FRADE - LEPEA Knight” and “SOS". The production and sales region of this

Rt~ b - ERAARAME

segment covered Vietnam, Malaysia and northeastern, northern,
central and southwestern China.

KEEmR (ZM) AR T DaChan Food (Asia) Limited
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THREFWRS

Management Discussion and Analysis

BUSINESS REVIEW

In 2017, affected by fierce market competition, revenue from
domestic feeds segment decreased by 6.7% as compared with
the same period of last year. However, the segment continued to
expand in the market, continuously improved customer service,
focused resources on the research, development and promotion
of high-end feeds and pre-feeds, and achieved significant growth.
The Group also actively discussed cooperation with large-scale
farms in order to expand market share as soon as possible. At
the same time, due to the fact that the price of pigs in Vietnam
has remained at a level below cost for a long time during the
reporting period, the significant decline in large and medium pig
stocks in Vietnam affected the gross profit of the feed business
in Southeast Asia. The segment actively responded to the
unfavorable market environment, adjusted product strategies and
customer strategies in a timely manner, and sales volume grew by

approximately 3%.

FUTURE STRATEGIES

The domestic feeds segment will continue to pursue the following
strategies: (i) to take advantage of the fermentation technique
for pre-digestion in intestines in biotechnology and to focus
on marketing activities for sow and piglet feeds products for
developing the number one brand of sow and piglet feeds in
China; (i) to select valued customers and offer them products,
technical and service support so as to enhance their loyalty and
level of contribution to the Group; and (iii) to actively expand feed
sub-processing business and form strategic alliances with large-

scale breeding and rearing enterprises.

ZZE—tFF 3R Annual Report 2017
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Management Discussion and Analysis

LA PROCESSED FOOD
—E—+tF —E—RF BRAE DL
2017 2016 % change
gEWA (AREFIT) Turnover (RMB'000)
— R A — Mainland China 1,125,708 948,875 18.6%
—HA - Export 500,965 330,150 51.7%
= Total 1,626,673 1,279,025 27.2%
EN(ARETT) Gross profit (RMB'000)
—FRE R - Mainland China 244,060 188,214 29.7%
- — Export 74,252 63,936 16.1%
= Total 318,312 252,150 26.2%
EFIE (%) Gross profit margin (%)
—HRE R — Mainland China 21.7 19.8
—A — Export 14.8 19.4
= Total 19.6 19.7
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KEEmR (ZM) AR T DaChan Food (Asia) Limited

The processed food segment includes the production and sales
of prepared food under the “Sister’'s Kitchen” brand, as well as
centrifuged and marinated, stewed, pre-fried, steamed, grilled and
ready-to-eat consumer food items. The processed food products
of the Group were not only sold in the PRC market, but were also
exported to overseas markets like Japan. Customer groups of
the processed food segment include customers at end-consumer
markets and professional markets. The sales channels of the
processed food segment are mainly group catering, bakery, casual
catering, takeaways, international customers, key customers as
well as the retail consumption market. The sales areas of the
processed food segment cover Japan, Singapore, Hong Kong,
northeastern, northern, eastern and southern China and a few

inland regions such as northwestern and southwestern China.
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Management Discussion and Analysis

BUSINESS REVIEW

In 2017, processed food segment was hit by influenza outbreak
in the first half of the year. However, with adjustment in
the proportion of non-broiler products in the product mix,
supplemented by more aggressive marketing strategies and
intensive cultivation of major cities, key products and key channels
grew significantly. Sales volume increased by approximately 9.9%
as compared with the same period of last year. As for the export
market, Dalian Gongchan restarted its export business. With the
joint efforts of the two export factories, export sales volume of the
Group achieved growth of approximately 45.1% as compared with
the same period of last year.

FUTURE STRATEGIES

The Group's brand’s core values are assurance and traceability.
The Group has seized the opportunities that arise from Chinese
nationals’ concerns over food safety and has developed the
brand’s unique edge. The processed food segment will continue
to follow the following strategies: (i) to continue to concentrate
its resources on research and development of products in the
professional catering market, improve product competitiveness,
create various key products, refine the market, increase market
share, improve channel structure, and continuously improve
sales ability of teams; (ii) to provide important customers with all-
round service, form strategic alliances with them, and achieve
common growth; (iii) to continue to utilize its advantageous
research resources for Japanese-style products to continue the
development of customer base in regions such as Singapore and
Hong Kong in order to diversify risks in the export market; (iv) to
combine online sales with offline sales to build a brand advantage

in the retail consumer market.
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FINANCIAL REVIEW:

1)

2)

OTHER OPERATING INCOME AND OPERATING EXPENSES

In 2017, the Group recorded other operating income of
approximately RMB13,142 thousand (2016: approximately
RMB31,561 thousand) which mainly comprised of
processing income, interest income and government
subsidies. The decrease in other operating income was

mainly due to the decrease in processing income.

In 2017, other net losses of the Group amounted to
approximately RMB14,595 thousand (2016: gains of
approximately RMB72,520 thousand). Other net losses
mainly include net foreign exchange loss and net loss on the

disposal of fixed assets.

Distribution costs accounted for approximately 4.69% of
total turnover, representing a decrease from approximately
4.73% of 2016.

Administrative expenses accounted for approximately
3.07% of turnover (2016: approximately 3.46%).

LiQuipiTy, FINANCIAL RESOURCES AND CAPITAL STRUCTURE

As at 31 December 2017, the Group’'s cash and bank
deposit balances amounted to approximately RMB526,568
thousand, representing an increase of approximately
RMB199,029 thousand from 2016. The Group’s interest-
bearing borrowings increased by approximately RMB97,029
thousand to approximately RMB900,812 thousand (2016:
approximately RMB803,783 thousand). As at 31 December
2017, the interest-bearing borrowings to equity ratio was
approximately 48.4% (2016: approximately 45.6%). Current
ratio was maintained at a healthy level of approximately 1.48

times (2016: approximately 1.25 times).
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Management Discussion and Analysis

CAPITAL EXPENDITURE

In 2017, the Group's capital expenditure on the acquisition
of properties, machinery and equipment amounted to
approximately RMB338,218 thousand which was primarily
paid from internal resources and bank borrowings.

EXCHANGE RATE

The Group's business transactions are mainly denominated
in RMB, USD and VND. During the year under review, VND
against RMB depreciated by approximately 5.89% while
RMB against USD appreciated by approximately 5.81%.

INTEREST

In 2017, the Group's interest expense amounted to
approximately RMB42,183 thousand (2016: approximately
RMB44,852 thousand), representing a decrease of
approximately 6.0% from 2016. The decrease in interest
expenses was mainly due to the change from high interest
rate RMB interest-bearing borrowings to low interest rate
USD interest-bearing borrowings.

DivIDENDS

To reserve the resources for the Group’'s business
development, the Board decides not to distribute any
dividend for the year 2017 (2016: no distribution).

CHARGE ON ASSETS

As at 31 December 2017, the Group had no security against
bank facilities.
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8)  CapitaL COMMITMENT

As at 31 December 2017, the capital expenditure of the
Group contracted for but not provided in the financial
statements was approximately RMB104,591 thousand
(2016: approximately RMB51,885 thousand) and the
capital expenditure authorised but not contracted for was
approximately RMB246,591 thousand (2016: approximately
RMB90,718 thousand).

EMPLOYEE COMPENSATION AND
TRAINING

As at 31 December 2017, the Group had a total of 10,655
employees (31 December 2016: 9,815). The Group has paid
remuneration to its staff with reference to industry practice, the
financial performance of the Group and the employee’s work
performance in order to form a team of professional staff and
management to fulfil the development needs of the Company.
The Group places great emphasis on the training and development
of employees and regards excellent employees as the Group's
core competitiveness. With a view to constantly enhancing their
job skills and industry knowledge, the Group has offered various
training programs to its members of management and other
employees. The Group implemented these programs not only
to enhance the quality of its staff, but also to give best chances
for development of their personal career. The Group regularly
reviews compensation and benefit policies according to industry
benchmark, financial results as well as the individual performance
of employees so as to offer fair and competitive compensation
packages to the employees. Other fringe benefits including
insurance, medical benefits and provident fund are also provided

to retain loyal employees.
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INTRODUCTION ABOUT THIS REPORT

The Company (together with its subsidiaries and its jointly
controlled entities, the “Group”) is a leading fully integrated
animal protein product provider whose products range from
feeds, poultry and advanced nutritional formulas for aquatic
animals to processed foods. As a company integrating the entire
food production chain, we recognize the Group’s responsibility
in respect of environmental, social and governance information
disclosure and the importance of environmental, social and

governance aspects to the future of the Group.

The Environmental, Social and Governance Report (the “Report”)
published by the Company is prepared with reference to the
Environmental, Social and Governance Reporting Guide (the
"Guide") published by the Stock Exchange of Hong Kong Limited.
This Report discloses the performance information in relation to
environmental, social and governance aspects of the Group from
1 January 2017 to 31 December 2017. This Report also serves
as an important communication channel between the Company
and its relevant stakeholders. It is hoped that the Group can
make continuous improvement in the environmental, social and
governance works by collecting feedbacks and recommendations
from internal and external stakeholders, thereby enhancing
production efficiency and reducing production costs, such that the

Group’s business can further be improved.

The Company integrates its sustainable development strategy
into the corporate culture and operating plans, and sustainable
development and enhancement in corporate value have been
achieved. The company has developed the following strategic

objectives:

> Establishing and enhancing consumers’ food safety confidence

> Researching, developing and applying biotechnology to
achieve resources recycling and emissions reduction and

curb environmental pollution

> Establishing and optimizing the high quality system of the
absorption, training and management of talent
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»  Creating a fair, open and just management and work

environment

> Investing in social welfare activities to create a well-
respected brand image

The Board of Directors and the Directors of the Company jointly
and severally accept full responsibility for the authenticity,
accuracy and completeness of the information contained in this
Report and confirm that there are no false records, misleading

statements or material omissions in this Report.
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it
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KR (ZEM) BPFR/A 7 DaChan Food (Asia) Limited

ENVIRONMENTAL PROTECTION

Emissions

The Group strictly complies with the Environmental Protection
Law of the PRC (( % A R E MBI IRHRE X)), Emission
Standard of Air Pollutions for Boiler of PRC (GB 13271-2014)
(R AR LT RERRTEWBERIZEE)) and the relevant
laws and regulations, standards and local regulations. In 2017,
the Group’s environmentally friendly facilities maintained stable
operation and there was no significant environmental pollution or

excessive emission incidents.
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Environmental, Social and Governance Report

The Group emits nitrogen oxides, sulfur oxides, particulate matter
and greenhouse gases as a result of burning coal, natural gas and
biomass during production and operation and winter heating in
northern factories. During the year 2017, the total greenhouse gas
emissions of the Group's feed mills and food factories during its
production and operation amounted to 90,867.26 tons of carbon
dioxide equivalent', of which direct greenhouse gas emissions
from operations amounted to 45,679.45 tons of carbon dioxide
equivalent and indirect greenhouse gas emissions resulting from
the generation of purchased or acquired electricity, heating,
cooling and steam consumed within the Group, amounted
to 45,187.81 tons of carbon dioxide equivalent. The Group’s
greenhouse gas emission from operations intensity is 0.11 tons of
carbon dioxide equivalent/million revenue.

In order to reduce exhaust gas and greenhouse gas emissions,
the Group has started to replace coal-fired boilers with clean
energy boilers by phase since 2015. By implementing a series
of measures such as adjusting the industrial operation process,
reforming production technology, adding environmentally
friendly facilities and engaging qualified environmental protection
institutions to perform professional operation, the Group has
achieved significant results in the reduction of nitrogen oxides,
sulfur oxides, particulate matter, greenhouse gases emissions
and its pollutant discharge level were lower than the national and
regional emission standards. As at the end of 2017, the Group's
factories in Cangzhou, Sichuan, Yucheng, Pingdu, Bengbu and
Tieling completed the renovation of clean energy boilers, while the
factories in Shenyang and Dalian completed the upgrade of the
desulfurization facilities of natural gas and coal-fired boilers.

1 References of greenhouse gas emissions: General Principle for
Calculation of the Comprehensive Energy Consumption of the PRC
(GB/T 2589-2008) ({1 #E AR K AMEBERITEL S LT HBEA])), the
China Energy Statistical Yearbook({F BEJR#ATFZ£)), 2006 IPCC

Guidelines for National Greenhouse Gas Inventories ({20064 IPCCEIZ R

=REEFEIEE)), Appendix 2 Reporting Guidance on Environmental KPls
of “How to Prepare an ESG Report” ((ZA{a]2E#3R5E - (L@ REA®ME)

g — « IRIBRARBEMUIBIZRMIES])) issued by Hong Kong Exchanges

and Clearing Limited and Notice Regarding Carbon Emissions Reporting

and Verification and Emissions Monitoring Program for the years 2016

and 2017 issued by the General Office of the State Development and

Reform Commission ((EIRE#ENEZ M AEMNRLT 2016 - 2017 FE

TRHE RO S B R B BRI 5T B E TAER@A)).
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The Group invested in the purchase of the sewage treatment
installations and the construction of sewage treatment stations,
using physical, chemical and biological treatment methods to
effectively remove suspended solids in wastewater, biological
oxygen demand, chemical oxygen demand, ammonia nitrogen
and phosphorus, which are the major materials which cause water
pollution. The treated waste water complied with the Integrated
Wastewater Discharge Standard (GB 8978-1996) ({)57K&x& HEAL
1Z#)), Discharge Standard of Water Pollutants for Meat Packing
Industry (GB 13457-92) ((AENN T T EK55 2 WHERIZEZE)) and
the Livestock and Discharge Standard of Pollutants for Livestock
and Poultry Breeding (GB18596-2001) ((BEEEHE 5L MEE
IZXEY). In addition, the Group also utilized and promoted the
microalgae technology for treatment of breeding sewage, so as
to minimize the discharge of sewage and reclaim the microalgae
(which absorbs the organic nutrients in water) for producing animal

nutrient products and achieving the recycling of resources.

The Group is highly concerned about the disposal of waste. The
waste generated by its subsidiary enterprises for the year 2017
was properly disposed. Hazardous waste such as waste oil,
waste light tubes etc., was disposed by companies possessing
environmental protection qualifications; for general waste such
as slag, sludge and livestock manure etc., the Group sold them
to third party companies to be reused as building materials or
organic fertilizers. Industrial wastewater pollutants such as COD
and ammonia nitrogen are treated and disposed along with
sewage treatment fulfilling discharge standards, achieving waste

reduction, recycling and harmless disposal.
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During the year 2017, the Group significantly reduced its
emissions of exhaust gases and greenhouse gas emissions by
using clean energy sources as compared with using conventional
coal-fired boilers. The Group used natural gas and biomass energy
to replace 4,880.86 tons of standard coal, representing a decrease
of the emission of 2,608.41 tons of carbon dioxide equivalent,
41.04 tons of sulfur oxides, 29.97 tons of nitrogen oxides and
46.24 tons of Particulate Matter. The Group's Bengbu factory
reduced its wastewater discharge by about 5% as compared
to that of 2016 by increasing the rate of reusing sewage water.
Through reusing after cleaning, waste cloth production volume
of the Tieling factory decreased by nearly 20% as compared with
2016. Chicken manure discharge of the Bengbu factory reduced
by 1,451 tons and 478 tons of organic fertilizer was produced by
composting livestock manure.

MRS

Boiler Room
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USE OF RESOURCES

The Group strictly implements the national, local and industrial
energy saving laws and regulations such as the Energy
Conservation Law of the PRC ({(FZE A R EMBEELIRETRED),
the Renewable Energy Law of the PRC ((FFZE A RAMBE AT HE
§EJR5%)) and the Law of the PRC on Promoting Clean Production
((EE AR EFBNEZAEERR#EE)), and the requirements on
the prohibition and restriction on using backward technology,
techniques and products. It also actively promotes the use of new
technology, materials, skills and products to reduce consumption
of energy, water resources and other raw materials so as to
enhance the resource-use efficiency, increase the recycling of
resources and reduce waste generation

In respect of energy consumption, the Group actively
implemented the principle of saving energy and reducing
consumption, replacing the traditional coal-fired boilers into
clean energy boilers, reducing the usage of coal and effectively
increasing the energy use efficiency.

In respect of water resource usage, the Group’s water supply
mainly comes from municipal water supply and groundwater, and
there has been no problem in obtaining applicable water sources.
The Group attaches great importance to the management of
water resources usage, and strictly implements the Water Law
of the PRC ((FZE A RHMEIKE)), the Law of the PRC on the
Prevention and Control of Water Pollution ({F#E A R FIE/K)5
ZBR367%)) and the relevant laws and regulations, standards and
local regulations. Meanwhile, the Group educates its employees
on how to save water and encourages them to reuse water to root
out water wastage for minimizing water consumption and sewage
generation.

Various measures were implemented simultaneously for the
consumption of other raw materials such as packaging materials
and papers etc. For example, during the packaging design and
production process, the Group considers to the maximum extent
the recycling and reusing of packaging materials, and limits
the packaging volume and weight to a minimum limit; and the
Group also adopted the application system for office automation,
reduced the consumption of office supplies, encouraged the
creation of a paperless office and reusing paper.
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ENVIRONMENT AND NATURAL RESOURCES

The Group deeply understands the close relationship between
sustainable development and the competitiveness of the Group.
The energy consumption, sewage and solid waste generated
during business activities may have an impact on water sources,
air, soil and the ecosystem. The Group also agrees to the
importance of balancing economic, environmental and social
needs. The Group is committed to implementing the concept
of environmental protection and sustainable development,
strives to comply with all environmental standards and policies
set by the government, so as to conduct its business in an
environmentally responsible manner and strive to strike a balance
among production costs, greenhouse gas emissions and effluent
discharge.

Each Group enterprise actively conducts technological reforms in
respect of source control, end treatment and technical innovation
in order to achieve the target of reducing, reusing, recycling and
renewing natural resources and reduce emissions and waste
generation for continuously improving the utilization efficiency of
natural resources and minimizing the effect of the operation to the
environment and natural resources.

Green Pac Bio Co (RYIE(EHERERHEARAFR]) (“Green Pac”),
a member of the Group, is a biotechnology company with
microalgae technology as its core advantage, and which is
principally engaged in providing animal nutrition and ecological
environment solutions for companies in biological farming, food
and other related industries.

Green Pac links the animal husbandry ecology, human community
ecology and food processing ecology together with microalgae
technology in order to optimize the agricultural resources as a
whole and achieve the recycling of resources, achieving the aim
to reduce emissions, create a green environment and enhance
energy efficiency as well as further improving the advanced
eco-friendly technology of the bioengineering and microalgae
system for sustainable development. Green Pac’s microalgae
technology is able to overcome secondary pollutions and potential
nutrient loss, which are the disadvantages of traditional sewage
treatment methods, and to further purify sewage by effectively
removing materials like ammonia nitrogen and phosphorus. This
technology is expected to establish a brand new foundation of
sustainable development for the animal husbandry, breeding and
rearing industry in China, where the use of manure and waste in
agricultural land is constrained.

ZZE—tFF 3R Annual Report 2017

27



G

28

% N lliﬁ& E/l:liE£|=

Environmental, Social and Governance Report

EFEKE (B I hK)
%%TF (Bf: vk /Brgk)
SKEEE? (ﬁi UAk)
EEEKELE (B LK)
TEEKESES (B IhK)
SKREE (LK)

ETKT

EETKERE (B viK)

TERKEIES (B vhK)

ﬁ@i(ﬂ : TH)
ﬁ?éwr i TRE/Erek)
i%ﬁﬁﬁi(ﬁﬂ BEVK)
RS (B BIRK)
EME RS (B BER)
BE(HE (B« )
AEMHERE (B H)
BRMHE (B §)
ﬁ%@?%%ﬁ%@i%(ﬁﬁ T5)

M (B T3)

@%ﬁ(ﬁh T5)

kA (B T7)

BEETER(EN ﬁ)

E%@%%Eﬁﬁéﬂ i Tr/EneR)

?ﬁ%ﬁ%%ﬁ%@é;(ﬂ TIg)

JB (B : 1)

5 (L « B)

RRALES (1)

EEERFM)

TEEKTE W 2z ’ﬁi(“”ﬁ'ﬂ@,ﬁ\)
TEEKSRIRA (B

ﬂ%@%%ﬁ@?%ﬁ& in @E/F%IEE

BEMHNAERE (B ¥)

,“& (Efu - 1A)
ﬁﬁﬂ(ﬁﬁruﬂzﬁi)
1 EMRH (B 18)
BEMHESEESUGE (§
M

1. AREARBHBEECECEREE & 1.
£ 2@ BB WES B0 AE X
RN B M T

{8 b &5 ER AR ©

2 ARERGBBEBREGE
g RN KRR 5 (A% R AR

3. AKESEMBELERBRPTELETEEK 3.

EESKELEEIFTED
BRIRTRIEIRIEIN -

fir : 08/ EER)

W R )14

BRERR K& 2.

o BYOSKEERKE

REBRENER

Environmental Key Performance Indicators

Total water consumption (unit: cubic meter)
Water consumption density (unit: cubic meters/million revenue)
Sewage production (unit: cubic meter)
Domestic sewage production (unit: cubic meter)
Industrial wastewater production (unit: cubic meter)
Sewage treatment capacity® (unit: cubic meter)
Domestic sewage treatment capacity (unit: cubic meter)
Industrial wastewater treatment capacity (unit: cubic meter)
Total power consumption (unit: kWh)
Power consumption density (unit: KWh/million revenue)
Natural gas consumption {unit: standard cubic meters)
Coal consumption (unit; tons of standard coal)
Biomass consumption (unit: tons of standard coal)
Sulfur oxide emissions (unit: tons)
Nitrogen oxide emissions (unit; tons)
Particulates emissions (unit: tons)
Total weight of hazardous waste (unit: kg)
Waste oil (unit: kg)
Waste lamp (unit: kg)
Waste cloth {unit: kg)
Waste electronic products (unit: kg)
Hazardous waste generation intensity (unit: kg/million revenue)
Total weight of non-hazardous waste (unit: tons)
Slag (unit: tons)
Sludge (unit: tons)
Fatal and dead livestock (tons)
Livestock manure (tons)

(Hiz 1)
Feed mill
(Note 1)
199,742.79
1.10

3% K Not involved

5 & Not involved
25,710,757.85
140.97
1,471,778.00
3,735.42

2,021.70

42.68

41.73

51.84

1,480.00

1,480.00

5 & Not involved
5 & Not involved
T34 Not involved
0.01

516.38

516.38

T4 % Not involved
N5 K Not involved
A% K Not involved

Industrial wastewater pollutants chemical oxygen demand {unit: tons) /%% & Not involved

Industrial wastewater pollutants ammonia nitrogen (unit; tons)

Non-hazardous waste generation intensity (unit: tons/million revenue)

Total usage amount of packaging materials (unit; tons)
Carton (unit: tons)

Plastic (unit: tons)

Other packaging materials (unit: tons)

Packaging materials per unit of production {unit: tons/million revenue)

Notes:

5 K Not involved
0.00

2,405.17

%5 & Not involved
2,405.17

N5 K Not involved
0.01

including Tianjin, Dalian, Tieling, Cangzhou and Bengbu.

Rk
(Hit2)
Food factory
(Note 2)
2,148,054.00
5.36
1,780,484.13
170,916.25
1,609,567.88
1,780,484.13
170,916.25
1,609,567.88
48 355,484.05
120.62
497,787.00
4,734.50
635.87
223.15
144.58
57.08
14,599.00
12,886.00
266.50
1,377.00
69.50

0.04
4,945.28
1,898.70
1,325.00
2.1
1,451.00
96.79
131.08

0.01
4,258.95
3,277.46
468.00
513.50

0.01

The feed mill data in this report include feed mills in 14 regions, including
Harbin, Changchun, Changtu, Shenyang, Huludao, Yingkou, Dalian, Tianjin,
Cangzhou, Yucheng, Bengbu, Pingdu, Hunan and Sichuan.

The food factory data in this report include food factories in 5 regions,

The Group’s feed mills do not produce industrial wastewater during the
production process, and the amount of domestic sewage generated is very

small, and they are discharged in accordance with relevant standards after
being treated by waste water treatment facilities.

KR (EEM) BPFR/A 7 DaChan Food (Asia) Limited
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SOCIAL
EMPLOYMENT

The Group prepared the Employee Handbook and requires its
member to strictly implement its requirements. It contains human
resources policies in relation to content such as employment and
termination of employment, attendance, salary and benefits, training
and development, performance appraisal, employee code of ethics,
management code of ethics, anti-corruption “Sunshine Plan” ( [Fz¢
=t21]) reward and punishment management system, security and
confidentiality as well as commmunication and interaction. The content
of the Employee Handbook complies with the relevant requirements
of the laws and regulations, including Labor Law of the PRC ( {Fh

AR FEFMBIZEEYE) ) and the Labor Contract Law of the PRC ( (/R
AREAMBILEEEFSE) ). During 2017, the Group strictly complied
with the above laws and regulations and the Employee Handbook and

provides guidance for employees.

The Group has been upholding the following principles when

choosing, training, using and retaining talents:

1. recruiting and selecting individuals who are suitable for the
Group’s corporate culture and job position based on working

plans and key performance indicators of the position;

2. designing specific training courses and launch corresponding
training plans according to different positions and ranks
of employees to continuously enhance employees’
management and professional skills and to provide a

reservoir of outstanding talents for the Group;

3. designing and implementing different performance appraisal
systems and conducting suitable post adjustment and job
rotation based on different job nature to place talents in

suitable positions to optimize their performance;

—Z—tFF 5, Annual Report 2017
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4., determining employees’ remuneration level based on their
experience and performance as well as the market salaries
and implementing performance bonus incentive programs
for employees in different positions and while selecting

important talents every year for appropriate reward.

The Group insists on the transparency of job positions for
talent selection and recruitment process. Each candidate
shall be interviewed by both the human resources center and
relevant departments before being employed. Written tests are
designed for professional positions so as to ensure the fairness
of competition and transparency of recruitment process. We
invite high caliber individuals of different nationalities, residency
status, ethnicities, religions and education background through
overseas recruitment websites and social platforms, so as to
create a favourable brand image of employers for the elites in
the industry. For remuneration and benefits, we are committed
to establishing a sound system for remuneration and benefits so
as to provide a market competitive remuneration and benefits
package by arranging working hours and leaves in accordance
with the requirements of the state for establishing a system for
staff benefits protection in compliance with the laws and creating
a transparent and open environment for competition. Based on
the Group's objectives and tasks, the Group’s human resources
center will conduct annual and mid-term regular appraisals of
employees on a yearly basis in accordance with the Group's
objectives and missions. The appraisal results will be combined
with remuneration and benefits adjustments and promotions to

retain the best talents for the Group.

As at 31 December 2017, the Group has a total of 10,655
employees and there was no incidence of significant non-
compliance of relevant laws and regulations in relation to

personnel recruitment and employment.
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HRAF- B 400 0 8 23 v O L LGl PROPORTION OF EMPLOYEES BY AGE

0.43%

. 30B%A T Below 30 years old
. 30p%-405% Between 30 years old to 40 years old
. 407%-505% Between 40 years old to 50 years old

33.37%

. 505%-605% Between 50 years old to 60 years old
. 605%A L 60 years old and above

Pk B 4 iy B B Le il PROPORTION OF EMPLOYEES BY GENDER

45%

55%

. Z % Female . B4 Male
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HEALTH AND SAFETY

The Group recognizes the importance of health and safety of
employees and strictly complies with Work Safety Law of the
PRC (PEARKMEZ 24 E)E)) and Law of the PRC on
the Prevention and Control of Occupational Diseases ({FZE A
RHFBEB R A%)) and the relevant laws and regulations,
standards and local regulations. It adheres to the principle
of "safety first, prevention is the key” in the production process
with an aim to create a healthy and safe work environment for
staff and to ensure safe and civilised production. In 2017, the
Company did not have any violation of laws and regulations on
safety and health that have a significant impact on the Company.
The Group implements the Code of Safe Operating Practices
(K=& VERIESTRIY) for its factories, engages specialised
safety personnel and organizes regular fire drills, production
safety inspection and production safety appraisal activities for
its factories. Staff benefits cover annual clinical examination
expenses and regular annual clinical examination, occupational
medical examinations and obtaining health certification. In
addition, the Group has taken out employer’s liability insurance
and commercial life insurance to provide the most comprehensive
insurance coverage to our employees so that they can work in a
comfortable environment.

DEVELOPMENT AND TRAINING

The Group is committed to providing an ideal life-occupation for
our employees, with emphasis on personal skills upgrades and
career development of employees and providing appropriate
training and promotion opportunities for them. The training system
of the Group, which is based on the principle of timeliness and
effectiveness, helps employees plan their future development
and enhance their skills and knowledge relating to their work by
offering training that are integrated with their practical work.
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In 2017, the Group has completed the employees’ skill
enhancement program by providing a series of online/offline and
internal/external training, e.g. establishing a professional learning
platform of Dachan College of Food and Animal Husbandry (A%
BB N B ERR) for our staff to complete online professional
courses. Our human resources center produced over 200 learning
videos with a total of approximately 2,000 minutes in length for
more than 800 participants. The Company also provided over
20,000 man hours of inhouse training covering production, job
duties and business aspects.

LABOR STANDARDS

The Group offers equal and open opportunities for employees
during selection, training, rewards, promotions and
redesignations. It selects, trains, rewards, promotes and
redesignates employees regardless of race, color, religion
and gender in compliance with relevant laws, regulations and
contractual requirements and strives to achieve the above
principles.

Child labour or forced labour in any position is strictly prohibited
in the Group in compliance with the Labor Law of the PRC ((FpZE
AR LT A &)L )), Provisions on the Prohibition of Child Labour
((EZEIHFERAZETRE)) and the Group reviews its employment
practices from time to time in order to prevent child labour, forced
labour and other potential non-compliance of relevant laws and
regulations. The Group provides various channels for employees
to lodge complaints, and when any employees consider that their
personal interests are infringed or have different views on our
operation or discover any breach of regulations and rules, they
could make complaints or suggestions by E-mail, telephone or
ordinary post etc. During the year 2017, the Group had no non-
compliance of the above laws and regulations

SurpLY CHAIN MANAGEMENT AND PRODUCT RESPONSIBILITY

The Group manages the entire animal protein (including meat,
egg and milk) supply chain from farm to table, combines and
uses resources and technologies of, among other aspects, the
factories and internet, and establishes a traceable product supply
chain in order to create highest value for consumers, employees,
shareholders and suppliers. “Provide reliable and safe food to
consumers” is the strength and also the mission of our Group.

ZZE—tFF 3R Annual Report 2017
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The Group highly emphasizes the selection procedure of suppliers
and ongoing management, and implements a green procurement
policy so as to actively select suppliers which value environmental
protection and corporate social responsibility and ensure that the
procurement policies of the suppliers are consistent with that of
the Group through measures such as onsite visits. The Group will
consider the addition of environmental protection clauses into the
procurement contracts in the future to discuss and implement
sustainable development in the operation with suppliers.

Each Group enterprise established a system for product quality
test and relevant procedures, and has started to establish and
introduce a food safety and real-name traceable system since
2014. The system comprises 4 strict and sound management
mechanisms for setting a unified standard for green farms,
meat safety test, product batch management and a tracing
and recall mechanism for product circulation. In its operation
and management, the Group strictly adheres to the principle of
“Five Unified”, namely unified chick supply, unified materials,
unified immunisation, unified medication and unified recycling
policies. Based on the principle of “Five Unified”, the Group has
implemented the supply chain management and the real-name
traceable system. The traceable and monitoring results of four
segments, namely feed, farm, meat and food, are recorded in a
safe and reliable backstage system and the real-time and dynamic
control of “4W" (i.e. who, when, where, what) is achieved in
order to ensure the comprehensiveness of the industry chain,

transparency of product sources and product quality and safety.

The Group and Intertek Group, a third party international
certification body, jointly launched a “safety traceability” strategic
cooperation program, under which Intertek has performed strict
system review and on-site verification on feed factories, farms,
slaughter houses and processing plants in the supply chain of the
Group. As at the end of 2017, 11 plants of the Group were certified
by Intertek and included in the further cooperation projects of the

two parties.
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In 2017, the Group carried out a deep strategic cooperation with
its partner, Jingdong, and established a Jingdong block chain
traceable platform. Consumers can scan the QR code through
WeChat or Jingdong APP to learn more about the traceable
information of the Group's microwave series and better me
series products, so that consumers can enjoy safe delicacies.
In addition, the Group has set up a customer service center to
provide after-sales service for customer to make inquiries and

lodge complaints.

The Group continued to give full play to its brand advantages,
strengthened the protection of intellectual property rights, and
proactively took measures to prevent and reduce the occurrence
of infringement of intellectual property such as trademarks and
patents. The Group places great importance on protecting the
privacy of its customers and business partners. Employees are
required to comply with the confidentiality rules during operation.
Information technology teams implement and maintain data
protection systems to ensure security, validity and completeness
of data.

The Group is in strict compliance with the Food Safety Law of
the PRC ((REARKFMBERMEZEE)), the Product Quality
Law of the PRC ({FEARLMBEREEL)), the Metrology
Law of the PRC ({#ZE AR FEFIBIFI %)), the Law of Animal
Epidemic Prevention of the PRC (P #E AR KA H S B
S5)), Work Safety Law of the PRC ((FEEARKME L 2 HE
J&)), Advertising Law of the PRC ({FFEARIMBEESE)),
Law of the PRC on the Protection of Rights and Interests of
Consumers ((FREE A R KEMENEE E R REE)) and Law of the
PRC against Unfair Competition P #EARKFME R T IEE w5
y%Yand other relevant laws and regulations, specified standards
and management requirements. During the year 2017, the Group
had no violation of the above laws and regulations and material
litigations or complaints due to food safety, product quality,
advertising logo, intellectual property and confidential matters.
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ANTI-CORRUPTION

According to the requirements of the Anti-Unfair Competition
Law of the PRC ({FZEARXMBERTEEFRFE)), the Anti-
Monopoly Law of the PRC ((#ZE A REFMBE R ELENE)) etc.,
and relevant laws and regulations relating to anti-corruption and
bribery, the Group formulated and implemented the Code of
ethics for employees ({8 LHiZEE<rRI)), Code of ethics for
senior officers (&2 A BRZE7EFA)) and Sunshine Plan and
Implementing Measures ({[ZHREFEIREHEAAID). The Group
established Sunshine Plan as one of the basic policies of the
Group. Sunshine Plan requires all the employees to truthfully
declare their relatives/fellow relationships with other employees,
customers and suppliers, and gifts received for record so as to
prevent bribery, fraud, money laundering and extortion and create
a transparent and fair work environment. The Group requires
all employees to consciously safeguard the legitimate interests
of the Company and strictly comply with relevant laws and
regulations of the PRC and company policies and strictly observe
the regulations and procedures established by business contracts.
Employees are prohibited to offer gifts in any form to their direct
supervisor or other personnel who are supervising their duties or
managing them. In 2017, there was no major violations of laws
and regulations by the Group in respect of prevention of bribery,

fraud, money laundering and extortion.

CoMMUNITY INVESTMENT

As a conscientious and socially responsible food enterprise,
the Group has long been active in participating in public welfare
and environmental protection matters and is committed to
contributing to the economy and societal welfare of the countries
where the Group operates. The Group actively assisted Beijing
You Will SEE Eco-Agri Co., Ltd (It R#EE REERERAF]) in
the research and development of deep-processing millet products
with water-saving millet as the raw materials and explored the
possibility of using water-saving millet as feedstock so as to bring
business opportunities with sustainable development for Alashan
farmland and further utilize the natural resources.
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During the year 2017, the Group deeply cooperated with Society
of Entrepreneurs Ecology Taiwan Project Centre (Pihi2 SEE &
BEp &= IE A A0, invited The Nature Conservancy, USA to
visit Taiwan for its marine environmental protection status and
coral conservation projects etc. The Group hopes to conduct
more international cooperation with overseas organisations on the
basis of inspection and make more professional plans for marine

environmental protection activities.
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DIRECTORS

EXECUTIVE DIRECTORS

Mr. Han Jia-Hwan (82X¥), aged 62, has been the Chairman
and an executive director of the Company since 2007. He is
also a member of the remuneration committee and nomination
committee and the Chairman of the executive committee since
2007. He is responsible for formulating the overall corporate
strategies, planning and business development of the Company.
Mr. Han has over 30 years of experience in feeds and food
production business in the Asia Pacific region. In recognition of
his contributions to the agricultural industry, Mr. Han was elected
as one of the Ten Outstanding Young Persons (T A#EHFF) in
Taiwan in 1994.

Mr. Han received his bachelor’s degree in business administration
from National Cheng-chi University (B3 B8 KE2) and a master’s
degree in business administration from the University of Chicago
in 1977 and 1983 respectively. He is a younger brother of Mr. Han
Chia-Yau, Mr. Harn Jia-Chen and an older brother of Mr. Han Chia-
Yin and the father of Mr. Jonathan Fang-Tsu Han.

Mr. Han Chia-Yin (83%%), aged 57, has been appointed as
an executive director and a member of the executive committee
since 27 October 2011. He was the Chief Executive Officer of
the Company from 1 March 2012 to 1 April 2016. He also serves
as a director of Great Wall Enterprise Co., Ltd. (“Great Wall
Enterprise”), a company incorporated in Taiwan whose shares
are listed on Taiwan Stock Exchange Corporation (“Taiwan
Exchange”) and is the indirect controlling shareholder of the
Company. He was the general manager of the Great Wall Group
Food Service Division and held a number of positions in several
associations of the food industry in Taiwan.

Mr. Han graduated from Feng Chia University in Taiwan with a
bachelor’s degree in Information Engineering & Computer Science
and obtained a master’s degree in Computer Science from the
University of New Haven in USA. He is a younger brother of Mr.
Han Chia-Yau, Mr. Harn Jia-Chen and Mr. Han Jia-Hwan and an
uncle of Mr. Jonathan Fang-Tsu Han.
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NON-EXECUTIVE DIRECTORS

Mr. Chao Tien-Shin (#X£), aged 71, has been a non-
executive Director of the Company and the chairman and a
director of CTS Investment Corporation since 2007. He is also the
chairman and director of both Zhi Fu Investment Corporation and
Zhong Jing He Global Venture Capital Limited and a vice president
of The Red Cross Society of the Republic of China (Taiwan) and a
director of Great Wall Enterprise.

Mr. Chao graduated from Tamkang University (AT AZ) with
a bachelor's degree in irrigation engineering with extensive
business management experience in both the information
technology industry and traditional industries, such as food and
services.

Mr. Han Chia-Yau (38X ), aged 68, has been a non-executive
director of the Company and a member of the remuneration
committee of the Company since 2007. Mr. Han joined Great Wall
Enterprise in 1991 and he was the vice chairman of the board of
directors of Great Wall Enterprise from 1995 to 2001. Since 1984,
Mr. Han has been the chairman of Great Wall Enterprise. He is also
a director of TTET Union Corporation, whose shares are listed on
the Taiwan Exchange.

Mr. Han obtained a bachelor’s degree from Chung Yuan Christian
University (/R TEP7) and a master’'s degree in Computer
Science from the University of Connecticut in 1973 and 1978
respectively. He is a brother of Mr. Han Jia-Hwan, Mr. Harn Jia-
Chen and Mr. Han Chia-Yin and an uncle of Mr. Jonathan Fang-Tsu
Han.

Mr. Harn Jia-Chen (¥83X=), aged 63, has been a non-executive
director of the Company, a member of nomination committee of
the Company and the vice chairman of the board of directors of
Great Wall Enterprise since 1984. Since 1995, he has been the
chairman of the board of directors of Great Wall Food (Tianjin)
Co., Ltd. (KEKE M (KE) AR AR, a subsidiary of Great Wall
Enterprise engaged in flour production. Since 2001, he has been
the chairman of the board of directors of Great Wall Yung Huo
Food (Beijing) Co., Ltd. ({E R ABKFEmBRAF]). Since 1999,
he has been the chairman of the board of directors of Great Wall
Food (Tianjin) Co., Ltd. (REKEE (K2) BRAF]). From 1997 to
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2006, he was the director of Great Wall Food (Shekou) Co., Ltd.

AR (F0) BB A R]). Since 2008, he has been the chairman
of the board of d|rectors of Great Wall Food (Shekou) Co., Ltd.
Since 2003, he has been the chairman of the board of directors
of DaChan Showa Food (Tianjin) Co., Ltd. (KAKRBFIR @ (K#)
BBRAF]). From May 2006 to April 2015, he was the president
of Taiwan Asset Enterprises Association of Tianjin (KEH =&
EREZERE). Since May 2015, he has been the honorary
president of Taiwan Asset Enterprise Association of Tianjin. From
April 2007 to May 2010, he was elected as the vice-chairman of
the Association of Taiwan Investment Enterprises on the Mainland
2HZERPIEE R EBES). From May 2010 to April 2015,
he was the standing vice-president of the Association of Taiwan
Investment Enterprises on the Mainland. Since May 2015, he
has been the consultant of the Association of Taiwan Investment
Enterprises on the Mainland.

Mr. Harn obtained his master’s degree in business administration
from the University of New Haven in 1986. He is an older brother
of Mr. Han Jia-Hwan, Mr. Han Chia-Yin and a younger brother of
Mr. Han Chia-Yau and an uncle of Mr. Jonathan Fang-Tsu Han.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Chen Chih (Ff8), aged 64, has been an independent
non-executive director of the Company, the chairman of the
nomination committee and a member of the audit committee
and the remuneration committee of the Company since 2007.
Mr. Chen served as the president of GE Medical Systems China
since 1996 and was promoted to vice president of General Electric
Company since November 2001. He retired from General Electric
Company in 2009. Mr. Chen has also been the chairman of SKR
Healthcare Group Limited (tEEER4EEHEEBR A F]) since 2009
and China Nucleon Medical Technology Limited (F7 Blt% T2 &
Rifr =@ AR 27 (now known as Advance Medical Systems
Limited (ZiaBIEEEBAGRAF]) ) since 2012, and the vice-
chairman and CEO of TCL Healthcare since May 2014.

Mr. Chen received his Ph.D. degree in mechanical engineering
from Lehigh University in 1984.
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Mr. Way Yung-Do (Fi7kE), aged 72, joined the Company in
2008, is an independent non-executive Director of the Company,
the chairman of the audit committee and a member of the
nomination committee and the remuneration committee. Mr. Way
has over 35 years of experience in financial advisory, accounting
and auditing and had served as managing partner and CEO of an
international accounting firm in Taiwan before retiring in 2007.
Since 2012, Mr. Way served as the responsible officer of YCSY
Co., LTD. GKkENEE B R /A 7). He is also a director of the following
companies whose shares are listed on the Taiwan Exchange:

- Far Eastern Department Stores Co., Ltd

- Synnex Technology International Corporation

- Primax Electronics Ltd

- MITAC Holdings Corporation

- Vanguard International Semiconductor Corporation
- Iron Force Industrial Co., Ltd.

- Cathay Financial Holding Co., Ltd.

Mr. Way graduated from Soochow University (Taiwan) with a
bachelor’s degree in accounting and obtained a master’s degree in
business administration from the University of Georgia. Mr. Way
has the public accountant qualifications in Taiwan and Georgia,
U.S.A. He is also a certified internal auditor of the Institute of
Internal Auditors.

Mr. Wei Anning (F% %), aged 55, has been an independent
non-executive director of the Company, the chairman of the
remuneration committee and member of the audit committee
and the nomination committee of the Company since 31 October
2014. Mr Wei is the executive director and general manager of
Shanghai Gueva Investment Management Limited ( -/SFREEIR
ZEEIRAR AT, an independent director of Orient Securities
Company Limited (RAZBEHRNDBRAF]), whose shares are
listed on Shanghai Stock Exchange (Stock Code: 600958) and The
Stock Exchange of Hong Kong (Stock Code 3958), and Fortune
Fund Management Co., Ltd FEBESEEHFRAF]), and a
director of Yantai Changyu Pioneer Wine Company Limited (/&
KB BB AR A F]), whose shares are listed on Shenzhen
Stock Exchange (Stock Code: 000869), JiangSu Financial Leasing
Corporation Limited (I# % giHERMN B AR, whose shares
are listed on Shanghai Stock Exchange (Stock Code: 600901)),
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Hangzhou United Rural Cooperative Bank (1B & $877), Ningxia
Farming Group Company Ltd (328 22RE E B PR 2 7)) and Xinjiang
Tycoon Group Corporation Lmt. (i8R E2EE RN BRAF]). He
was an agricultural economist of the Department of Agricultural
and Natural Resources of the World Bank, a director and a
manager of food & agribusiness research of the Rabobank Group
(Northeast Division), and the CEO of Fortis Bank S.A./N.V. in the
China Region. He was also the executive vice president of New
Hope Group (#7175 2% ), the president of Shandong Liuhe Group
(LUER7SFNEE &) and the chairman of board of directors of Chinwhiz
Agribusiness Co, Ltd. (LERZEAFREZEBEBRAT). Mr. Wei has
an in-depth understanding and rich experience in the integration
of finance and the agricultural and livestock food industry, the
development of agricultural and livestock food industry, the
operation and management of agricultural and livestock food
corporations.

Mr. Wei obtained his bachelor's degree in Economics in Nankai
University in 1982, his master’s degrees in Economics in Peking
University in 1986 and in Williams College in the United States in
1991 and his doctorate degree in Agricultural Economics in University
of lllinois at Urbana-Champaign in the United States in 1997.

SENIOR MANAGEMENT TEAM

Mr. Ou Chang-Jou (B{&#}), aged 66, joined the Company in
1980 and has been the Chief Executive Officer of the Company
and promoted as the executive vice-president since 1 April
2016. And he is also the head of Feed Operation Management
Group and Food Solutions & Marketing Group of the company
from 1 September 2017. He is responsible for the supervision
and regulation of the operating business of feed, meat and food
business. Mr. Ou has accumulated over 35 years of experience
in global large scale commodity procurement, trading business
operation and futures hedging in Taiwan and Mainland China
and was responsible for the processing business operation of
soybeans, wheat, feed and vertically integrated business of
meat product and the operation of agricultural food e-commerce
business for many years.

Mr. Ou obtained a bachelor's degree in business management
from the National Cheng-Kung University (37 A% Ih A E2) in Taiwan
in 1974.
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Ms. Chen Li-Chin (FR¥%), aged 60, joined the company on
1 January 2009 and is the chief financial officer and the chief
administrative officer of the Company. She is a senior vice-
president of the Company. Ms. Chen is responsible for the
Company's overall financial management, capital planning
and allocation, human resources management, procurements
management, risk management and control, and leads the
Company’s Law Affair Office and Information & Process
Innovation Center. Prior to joining the Company, she was the
vice-president of TSRC Corporation, a listed company in Taiwan.
Ms. Chen had over 20 years of experience in the fields of finance
and investor relations, and assumed the senior positions of
many large and renowned multinational corporations, including
Intel Microelectronic, Johnson & Johnson Medical and Siemens
Telecommunication.

Ms. Chen obtained her MBA degree from National Taiwan
University.

Mr. Jonathan Fang-Tsu Han ($83518), aged 35, joined the
Company in 2012 and was consecutively responsible for finance,
strategic planning of the Group and operation management of
the feed business. He is promoted to vice president since 1
April 2017. He serves as deputy director of Finance Resources
Group of the company, and the director of the budget and target
management room. He is also responsible for the development
and operation management of Shenzhen Green Pac Bio Co (;&3Il
4EEHBERIFUB R A T]), a company which is responsible for the
treatment of breeding sewage. He is a member of the executive
committee of the Company. Mr. Han has extensive experience in
operation analysis and strategic management.

Mr. Han graduated from Simon Graduate School of Business (&
PR ERRT) at the University of Rochester of the United States in
2012 and obtained a bachelor’s degree in Computer Science from
Northwestern University of the United States in 2003. He is the
son of Mr. Han Jia-Hwan and the nephew of Mr. Han Chia-Yau,
Mr. Harn Jia-Chen and Mr. Han Chia-Yin.
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Mr. Lu Shih-Che (Ett#5), aged 56, joined the Company in 2009.
He once served as the chief operation officer of the Feed and
Animal Nutrition Group of the company and an animal nutrition
senior consultant of the Company. He is a vice-president of the
company. He serves as the director of the strategic and animal
research and development center of the Company and the director
of the Malaysia feed business and the SOS feed business. He has
over 25 years of experience in the fields of animal nutrition and
feed business in Taiwan and the Mainland China. Mr. Lu has been
responsible for the R&D on feeds and sales and marketing in the
China market since 2009.

Mr. Lu obtained a master’s degree in Animal Nutrition from the
National Taiwan University (B37 = /2K £) in 1986.

Mr. Ricky Wong (E$878), aged 62, joined the Company in
August 2015. He was the executive consultant of the Company
until 31 December 2017. Mr. Wong has over 30 years of
experience in various food processing enterprises and chained
restaurants around the world, including Cathy Pacific Air Catering
in HK, Mars Group in Holland, CP Food Group in Thailand and
Yum! Brands, Inc. Before joining the Company, he was the Chief
Executive Officer of KFC Hong Kong & Taiwan markets under
the Jardine Restaurant Group, and after that, the Chief Operating
Officer of Yoshinoya/Dairy Queen for the Northern China Region
under Hop Hing Group.

Mr. Wong holds a bachelor’'s degree in Food Science and
Technology from McGill University in Montreal, Canada.
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Corporate Governance Report

INTRODUCTION

The directors of the Company (the “Directors”) are pleased to
present the corporate governance report for the year ended 31
December 2017 as follows.

The board of Directors of the Company (“Board”) is committed
to enhancing the Group’s corporate governance standards by
improving corporate transparency through effective channels of
information disclosure. The Board believes that good corporate
governance is beneficial for maintaining close and trustful
relations with its employees, business partners, shareholders and

investors.

The Company has adopted a corporate governance code prepared
based on the code provisions (the “Code Provisions”) of the
latest revised code on corporate governance (the “Code”) as
set out in Appendix 14 to the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”) as the guidelines for corporate governance of the
Company, and has taken steps to comply with the Code wherever

appropriate.

Terms used in this report shall have the same meaning as those
defined in the Listing Rules unless the context otherwise requires.

CORPORATE GOVERNANCE PRACTICES

Throughout the year ended 31 December 2017, the Company has
complied with the Code Provisions with the following exceptions:

Under Code Provision A.6.7, independent non-executive directors
and other non-executive directors should attend general meetings and

develop a balanced understanding of the views of the shareholders.
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Mr. Han Chia-Yau, Mr. Harn Jia-Chen and Mr. Chao Tien-Shin,
non-executive Directors were unable to attend the annual general
meeting of the Company held on 23 June 2017 due to other pre-
arranged business commitments which must be attended by
them.

Under Code Provision F.1.1, the company secretary should be an
employee of the Company and have the day-to-day knowledge of the
Company’s affairs.

Ms. Cho Yi Ping (“Ms. Cho"), a partner of the Company'’s legal
advisers, Cheung Tong & Rosa Solicitors, has been appointed
as the company secretary of the Company (the “Company
Secretary”) with effect from 8 August 2016.

The Company has assigned a member of the senior management,
Ms. Feng Yuxia, the head of legal department of the Company
as the contact person with Ms. Cho. Ms. Cho is a practicing
solicitor of Hong Kong with understanding of the Listing Rules,
her qualifications meet the requirements of the Listing Rules in
terms of a company secretary of a listed issuer. Further, whenever
necessary, the contact person assigned will promptly deliver
information regarding the performance, financial positions and
other major development and affairs of the Group to Ms. Cho.
Having in place a mechanism that enables Ms. Cho to get hold
of the Group’s development promptly without material delay
and with her expertise and experience, the Board is confident
that having Ms. Cho as the Company Secretary is beneficial to
the Group's compliance with the relevant board procedures,

applicable laws, rules and regulations.
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Corporate Governance Report

COMPLIANCE WITH DEED OF NON-
COMPETITION

The Company has received a confirmation (the “Confirmation”)
from Great Wall Enterprise Co., Ltd (“GWE") signed by it on
2 March 2018 confirming that for the period from 1 January
2017 to 31 December 2017 and up to the date of signing the
Confirmation by GWE, it has fully complied with the deed of non-
competition executed by GWE in favour of the Company dated 14
September 2007 (the “Deed of Non-Competition”) (as varied by
two deeds of variation executed by GWE and the Company dated
25 June 2010 and 18 December 2012 respectively).

The independent non-executive Directors have reviewed the
Confirmation and all of them are satisfied that the Deed of Non-
Competition has been complied with during the period under

review.

DIRECTORS

THE BoARD

The Board, led by the chairman, steers the Company's business
direction. It is responsible for formulating the Company’s long-
term strategies, setting business development goals, assessing
results of management policies, monitoring the management’s
performance, and ensuring effective implementation of risk

management measures on a regular basis.

The Directors meet regularly to review the Group's financial and
operational performance and to discuss and formulate future
development plans. Regular Board meetings are attended by
all Directors in person or through other electronic means of

communication.
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BoARD COMPOSITION

There are currently 8 Directors, all being industry veterans,
responsible to the shareholders for formulating the overall
business development targets and long-term company strategies,
assessing results of management policies and monitoring
performance of the management. The Board currently comprises
the following Directors:

Executive Directors
Mr. Han Jia-Hwan (Chairman)
Mr. Han Chia-Yin

Non-executive Directors
Mr. Han Chia-Yau

Mr. Harn Jia-Chen

Mr. Chao Tien-Shin

Independent Non-executive Directors
Mr. Way Yung-Do

Mr. Chen Chih

Mr. Wei Anning

An updated list of the Directors by category identifying their
role and function is at all times available on the websites of the
Company and the Stock Exchange. The list specifies whether a
Director is an independent non-executive Director and expresses
the respective membership of each Director in each board

committee.

The Company identifies the independent non-executive Directors
in all corporate communications which disclose the names of
Directors.

Details of the biographies of the Directors are given under the
section headed "“Director and Senior Management Profile” of this

annual report on pages 38.
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Save as disclosed in the section headed “Directors and Senior
Management profile” of this annual report, there are no
relationships (including financial, business, family or other material
or relevant relationship(s)) among members of the Board.

The independent non-executive Directors play an important role
on the Board. Accounting for more than one third of the Board
members, they are experienced professionals in their respective
fields. They are responsible for ensuring that the Board maintains
high standards of financial and other mandatory reporting as well
as providing adequate checks and balances for safeguarding
the interest of shareholders of the Company and the Group as a
whole. Throughout the year of 2017, the Board at all times met
the requirements of the Listing Rules relating to the appointment
of at least three independent non-executive Directors with at least
one of them possessing appropriate professional qualifications
on accounting or related financial management expertise. The
number of independent non-executive Directors has represented
at least one-third of the Board.

NUMBER OF MEETINGS ATTENDED/ELIGIBLE TO ATTEND IN 2017

During the year of 2017, the Board held 4 regular meetings
at about quarterly intervals. As regards general meetings, the
Company held the annual general meeting on 23 June 2017. A
table of summary in regard to the Directors’ participation at the
various board meetings and board committee meeting and the

Company’s general meeting(s) is set out below:
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Regular
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Notice of regular Board meetings are served to all Directors at
least 14 days before the meeting while reasonable notice is

generally given for other board meetings (if any).

Agenda and accompany board papers together with all
appropriate, complete and reliable information are sent to all
Directors in a timely manner, and at least 3 days before the
intended date of each Board or committee meeting, except
agreed otherwise among the members, to ensure that they
had sufficient time to review the board papers, be adequately
prepared for the meeting, keep the Directors apprised of the latest
developments and financial position of the Company and to enable
them to include any matter in the agenda and to make informed

decisions.
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The Board and each Director, upon reasonable request, have
access to independent professional advice to assist them in
performing their duties to the Company, at the Company's
expense. When needed and upon making request to the Board,
Directors may obtain independent professional advice at the

Company'’s expense in carrying out their duties.

Minutes of all the meetings of the Board, the audit committee
(the "Audit Committee”) of the Company, the remuneration
committee (the “Remuneration Committee”) of the Company
and the nomination committee (the “Nomination Committee”,
together with the Audit Committee, the Remuneration Committee
and other committee(s) of the Board, the “Board Committees”)
of the Company are kept by the appointed secretary. All of the
above minutes record the matters considered and the discussions
and decisions reached by the relevant members in sufficient
detail, including any concern raised by Directors or dissenting
views expressed. Any Director may inspect the minutes at any

reasonable time on reasonable notice.

Draft minutes are normally circulated to Directors or members of
the relevant committee for comment within a reasonable time
after each meeting and the final version is sent to all Directors or
committee members for their record.
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CHAIRMAN AND CHIEF EXECUTIVE

The Company fully supports the division of responsibility between
the chairman (the “Chairman”) of the Board and the chief
executive officer (the “Chief Executive Officer”) of the Company
to ensure a balance of power and authority, and has adopted a set
of consolidated memorandum of duties setting out its division of
responsibilities between the Chairman and the Chief Executive
Officer on 23 March 2012. In the year 2017, the position of the
Chairman was held by Mr. Han Jia-Hwan throughout the whole
year, while the position of Chief Executive Officer was held by Mr.
Ou Chang-Jou throughout the whole year.

This ensures a clear distinction between the Chairman’s duty
to manage the Board and the Chief Executive Officer’'s duty to

oversee the overall internal operation of the Company.

The core duties of the Chairman include (among others):

o overseeing the development of the long-term strategies,

objectives and policies for the Company;

° ensuring, with the assistance of the management, that the
Directors receive adequate, accurate, clear, complete and
reliable information in a timely manner and are appropriate

briefed on issues to be discussed at Board meetings;

o providing leadership for the Board,;

o ensuring that the Board works effectively, performs its
responsibilities, and discuss all key and appropriate issues in
a timely manner, with good corporate governance practices

and procedures;

o taking primary responsibility for ensuring that good corporate
practices and procedures are in place;



REBEMEFZENEER @ BR
(EEAERBEEARNEXETES)
FEFELRNREREHIET - #fE

BEREFEHEREREFTES
% WAESAERERARARENZRT
==

EERBTRAEANEEHRELAY
BINEE KTELEEREHH
Wi AREREESMNRERAL
RMRE =G A

HENEBIRA L - REEE(LH
EIFNTER)FHRREENER -
WRERTRIFRTET ZENER
TERR -

ERTERRFENBERLTEIENITE
S (BEBIFRTES) BFHRIB
TIREE EFETRAZLREEEE

AR gH  TEBZeEA RN
mET MBIt RRIBEER

HERRBUEE 2 TR SR A K
2 ARHBREREER A EEDEE
Exg:

ij$’“ﬂﬁ§$%@¢ﬁﬁ‘&§?#%
o HFMEERZEE e (NAE) £/F
HERRARBERAFASRMEBE
BEEXFEAREE  BHZZEES
—KREREIERREFABEES
ZENKRKRLEE  URARBRRE
FAELMERE: &

tEELIHRE

Corporate Governance Report

ensuring, with (where appropriate) delegation to Company
Secretary or a designated Director, that the agenda for each
Board meeting are drawn up and approving the same, taking

into account matters proposed by other Directors;

encouraging all Directors to fully and actively contribute to
the Board’s affairs and taking the lead to ensure that it acts

in the best interests of the Company;

encouraging Directors with different views to voice their
concerns, allow sufficient time for discussion of issues and

ensure that Board decisions fairly reflect Board consensus;

promoting a culture of openness and debate by facilitating
the effective contribution of Directors, in particular, non-
executive Directors, and promoting the constructive

relations between executive and non-executive Directors;

holding meeting(s) at least annually with the non-executive
Directors (including independent non-executive Directors)
without the executive Directors present. The Board regarded
such meeting as opinion exchange gathering whereby a
broad range of strategic and performance matters were

openly discussed;

ensuring appropriate steps are taken to provide effective
communication with shareholders and that views of

shareholders are communicated to the Board as a whole;

attending the annual general meeting of the Company
and arranging for the chairmen of the Audit Committee,
Remuneration Committee and Nomination Committee
(as appropriate) or in the absence of the chairmen of such
committees, another member of same committee or failing
this his duly appointed delegate, to be available to answer
questions at the annual general meeting of the Company;
and
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o deciding whether a resolution at a general meeting of the
Company relating purely to a procedural or administrative
matter should be excluded from the requirement for voting

by poll.

APPOINTMENTS, RE-ELECTION AND REMOVAL OF MEMBERS OF THE BOARD

The Company has entered into service contracts with or issued
letters of appointment to its Directors setting out the key terms

and conditions of their appointments.

Under article 108 of the Company's article of association, at
each annual general meeting, one-third of the Directors for the
time being shall retire from office by rotation and every Director,
including those appointed for a specific term, shall be subject to
retirement by rotation at least once every 3 years while those
retiring Directors shall be eligible for re-election. Any Director
who has not been subject to retirement by rotation in the 3 years
preceding the annual general meeting shall retire by rotation at
such annual general meeting. Any further Directors so to retire
shall be those who have been longest in office since their last re-
election or appointment and so that as between persons who
became or were last re-elected Directors on the same day those
to retire shall (unless they otherwise agree among themselves) be

determined by lot.

In accordance with the said provision of the articles of association
of the Company and the Code Provision A.4.2, one-third of the
Directors (namely Mr. Han-Chia Yau, Mr. Harn-Jia Chen and Mr.
Chen Chih) retired from office by rotation and were re-elected
as Directors at the last annual general meeting of the Company
("“AGM") held on 23 June 2017.
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Independent Non-executive Directors

Pursuant to Rule 3.13 of the Listing Rules, the Company has
received a written confirmation from each independent non-
executive Director of his independence to the Company. The
Company has assessed the independence and considers all of the
independent non-executive Directors to be independent based on
the independence criteria in accordance with the requirements
in Listing Rules, their non-involvement in the daily operation and
management of the Group and the absence of any relationships
which will interfere with the exercise of their independent
judgment.

The Company confirms that as at the date of this annual report,
the years of service of all independent non-executive Directors are
less than 9 except Mr. Way Yung Do and Mr. Chen Chih. Should
the Board wish to seek for the further appointments of those
independent non-executive Directors serving more than 9 years
from the shareholders, separate resolutions will be proposed to
the shareholders and the reasons to justify their independency
despite of the length of their services will be contained in relevant

papers to the shareholders.

Non-executive Directors

Under the Code Provision A.4.1, non-executive directors should be
appointed for a specific term, subject to re-election. The current

term of appointment for the non-executive Directors (including

independent non-executive Directors) are as follows:
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Name of Non-executive Director/

Independent Non-executive Directors

FBTES BUKPTESHE

Term of Appointment
1E5A

Mr. Han Chia-Yau
BRFLEA

Mr. Harn Jia-Chen
BRREE

Mr. Chao Tien-Shin
HARERE

Mr. Way Yung-Do
BoxERE

Mr. Chen Chih
fRIA S A

Mr. Wei Anning
MRELE

Y

i%Aaﬁik%éma RETEHBEE
RENTEREAARERAKEERZSEER
REEZBEEZE

é%hﬁi A AT SR %
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From 23 June 2017 to the conclusion of the AGM of 2020
B —+tFAA T -HREZZEFRFAFREH

From 23 June 2017 to the conclusion of the AGM of 2020
B +tFAA T -HRE_Z_EFRBFAFRGLER

From 24 June 2016 to the conclusion of the AGM of 2019
BT AR"FAAZTOHEBRE T -—NEFREAFAELER

From 24 June 2016 to the conclusion of the AGM of 2019
B RNFAAZTHEERE_Z-—NFRERAFRGLER

From 23 June 2017 to the conclusion of the AGM of 2020
BE-E—+tFANA T+ AR T _TFRFBAFTRELE

Fro 24 June 2016 to the conclusion of the AGM of 2019
B RFERNATUBERE - NFRREFRSLER

NOMINATION OF DIRECTORS

The Board has established the Nomination Committee to provide
a framework and set the standards for the appointment of high
quality Directors who should have the capacity and ability to lead
the Company towards achieving sustainable development. It

considers matters regarding the nomination and/or appointment or

re-appointment of director(s).

Details of the Nomination Committee are set out in the sub-

section headed “Nomination Committee” below.
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RESPONSIBILITIES OF DIRECTORS

The management of the Company works closely with the newly
appointed Director(s) (if any) both immediately before and after his
appointment to acquaint the newly appointed Director(s) with the
duties and responsibilities as a Director and the business operation
of the Company.

A package compiled and reviewed by the Company’s legal
advisors setting out such duties and responsibilities under the
Listing Rules, Companies Ordinance (Chapter 622 of Laws
of Hong Kong) and other related law and relevant regulatory
requirements of Hong Kong is provided to each newly appointed
Director. The package also includes information relating to the
operations and business of the Group. The Directors are updated
with the latest developments in laws, rules and regulations
relating to the duties and responsibilities of directors from time
to time. Guidelines for directors issued by the Company Registry
of Hong Kong have been forwarded to each Director for his
information and ready reference.

The Board views that the non-executive Directors (including
independent non-executive Directors) are well-aware of their
functions and have been actively performing their functions
including but not limited to exercising their independent judgment
at the Board meetings, taking the lead where potential conflicts
of interest arise, scrutinizing the Company’s performance and
providing constructive and informed advice on the business
strategy, policy, performance and management of the Company.
They regularly review the financial information, monitor the
operational performance of the Company and serve on the
Audit Committee, Remuneration Committee and Nomination

Committee.
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The Directors have disclosed to the Company at the time of their
respective appointments, and in a timely manner for any change,
the number and nature of offices held in public companies or
organisations and other significant commitments. They have
also informed the Company of the identity of any other public
companies or organisations they serve and the time involved in

these public companies or organisations.

All Directors have devoted their time and attention to the affairs of
the Company with their hands-on knowledge and expertise in the
areas and operation in which he is charged with. The contribution
made by the Directors to the affairs of the Company is measured
in terms of time as well as quality of the attention and the ability
of the Directors with reference to his necessary knowledge
and expertise. The attendance of Board meetings, general
meeting(s) and Board Committee meetings indicates the constant
participation of all Directors, including executive, independent
non-executive and other non-executive Directors and ensures the
better understanding of the views of shareholders by all Directors.
The extent of participation and contribution should be viewed both

quantitatively and qualitatively.

To fulfil their duties properly, where they consider it as necessary
to obtain additional information other than that is provided by
the management, the Directors made inquiries during the Board
meetings and Board Committee meetings. The queries raised by

Directors have received a prompt and full response.
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ABk B R INpUCTION AND CONTINUOUS PROFESSIONAL DEVELOPMENT

EEEREEETYLE  AER BESHER The Directors are continually updated with legal and regulatory

EEONHITEEBEEMEERET R developments, and the business and market changes to facilitate
EBRMS8# b2 RMER  LEITERSH the discharge of their responsibilities through various Board
T BREAARFEZLH - AFE~TAHE meetings, resolutions, memos and Board papers. According to

REEEXEER BT EFHA-E—+ the records maintained by the Company, the Directors received
F-—A—BEZ—+tF+A=+—HL the following training with an emphasis on the roles, functions

MBREEZESXUTESEES 2 AC -« Biat and duties of a director of a listed company in compliance with the
A 2 E requirement of the Code on continuous professional development

during the period from 1 January 2017 to 31 December 2017:

ESE |4

5= BIEM R 25 Directors Read materials E-learning
HITES Executive Directors

BRELE v v Mr. Han Jia-Hwan v v
HREIIE v v Mr. Han Chia-Yin v v
FHITES Non-executive Directors

BRTFILE v v Mr. Han Chia-Yau v v
HBRRIILE v v Mr. Harn Jia-Chen v v
HAENRE v v Mr. Chao Tien-Shin v v
BUFHTES Independent Non-executive Directors

BoKERE v v Mr. Way Yung-Do v v
FyA ST & v v Mr. Chen Chih v v
FZE LA v v Mr. Wei Anning v v
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SECURITIES TRANSACTIONS GUIDELINES

The Board has adopted a code of conduct regarding directors’
securities transaction on terms no less exacting than the required
standard as set out in the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code"”) as set out in
Appendix 10 to the Listing Rules.

Specific enquiries have been made with all Directors and they
have confirmed that throughout the year ended 31 December
2017, they complied with the required standard set out in the
Model Code and the Company's code of conduct regarding

directors’ securities transactions.

The Directors’ interests in shares of the Company as at 31
December 2017 are set out on pages 91 to 93 of this annual
report.

The Board has also established written guidelines on no less
exacting terms than the Model Code for the relevant employee,
including any employee or a director or employee of a subsidiary
or holding company of the Company who, because of his office
or employment, is likely to possess inside information in relation
to the Company or its securities, in respect of their dealings in the

Company'’s securities.
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DELEGATION BY THE BOARD

MANAGEMENT FUNCTIONS

The Board delegates its powers and authorities from time to
time to the Board Committees in order to ensure the operational
efficiency and specific issues are being handled by relevant
expertise. All Board Committees are provided with accurate and
sufficient information in timely manner so as to enable the Board
Committees to make informed decisions for the benefit of the
Company and sufficient resources to discharge their duties.

The functions reserved to the Board and those delegated to the
management have been set out in the Director's Memorandum In
Discharging Director’'s Duties (the “Director’s Memorandum”)
adopted by the Board on 23 March 2012. The Board has
reviewed the said memorandum on periodically basis to ensure
that it remain appropriate. The policy for segregation of duties
and responsibilities between the Board and the permitted
delegates has been clearly defined and provided in the Director’s

Memorandum as internal guidelines of the Company.

The types of decisions which are to be taken by the Board include
those relating to (among others):

o corporate and capital structure;

o corporate strategy;

o significant policies affecting the Company as a whole;
o material changes to policies adopted by the Board;

o business plan including major production and marketing
plans, budgets and publication of announcements;
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. key financial matters;

. change to the structure, size and composition of the Board,

° appointment, removal or reappointment of Board members,

senior management and auditors;

o remuneration of Directors and senior management; and

o communication with key stakeholders, including
shareholders and regulatory bodies;

Each Director has a copy of the Director's Memorandum and

clearly understood the above delegation policy of the Company.

For aspects of management and administration functions
delegated to the management, the Board has given clear
directions as to the management’s power, particularly as to where
management should report back and obtain prior Board approval
before making decisions or entering into any commitments on

behalf of the Company.

BoARD COMMITTEES

In 2017, the Board had 4 Board Committees including the
Remuneration Committee, the Audit Committee, the Executive
Committee and the Nomination Committee, all with specific terms

of reference, to oversee particular aspects of the Group’s affairs.
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the meetings of the committees in 2017 is as follows:

Executive Audit Remuneration Nomination
Committee Committee Committee Committee
Meeting(s) Meeting(s) Meeting(s) Meeting(s)
HITZESSE BREEESE FHNZEgeE RAZE8883
HITES Executive Directors
BRELE Mr. Han Jia-Hwan 12/12 NEA 2/2 n
BREEE Mr. Han Chia-Yin 12/12 A TiEHA EA
FHITESE Non-Executive Directors
BRFRE Mr. Han Chia-Yau TEH NEm 2/2 NEA
BERRTE Mr. Harn Jia-Chen B NEHA TNEFA 1/1
WRELE Mr. Chao Tien-Shin NEm NE TNEA NE A
BIUFHITES Independent Non-executive
Directors
BXEEE Mr. Way Yung-Do TEFA 4/4 2/2 7
BakE Mr. Chen Chih A 4/4 2/2 111
ML= E Mr. Wei Anning T A 4/4 2/2 11
BEHTE Chief Executive Officer
BERALE Mr. Ou Chang-Jou 12/12 TE A TEA TEHA
BEVKE Chief Financial Officer
BeErt Ms. Chen Li-Chin 12/12 NERA A T
Bl E Vice President
B Mr. Jonathan Fang-Tsu Han 10/10 TEH T TEA
BlAE Vice President
EEHEE Mr. Lu Shih-Che 1212 TR TiER TEA
B Consultant
HIRBEE Mr. Ricky Wong 12/12 TiEA T TiEA

Mzt BEEEER_T-EF=ZA-BNARTE

iz

°

g8

Note: Mr. Jonathan Fang-Tsu Han joined the Executive Committee on 1 March

2017.
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NoMINATION COMMITTEE

The Nomination Committee was established on 14 September
2007. The majority of the members are independent non-
executive Directors. This Committee is chaired by Mr. Chen
Chih (an independent non-executive Director) with Mr. Han
Jia-Hwan (an executive Director), Mr. Harn Jia-Chen (a non-
executive Director) and Mr. Way Yung-Do and Mr. Wei Anning
(each an independent non-executive Director) as members. The
Committee held 1 meeting(s) during 2017.

The Nomination Committee is governed by its current terms of
reference adopted on 9 August 2013, which are closely aligned
with the relevant Code Provisions requirements and are available
at both the Company’s website www.dfa3999.com and HKEx's

website www.hkex.com.hk.

The main duties of the Nomination Committee include the
following (among others):

° to review the structure, size and diversity of the Board
at least annually and to make recommendation to the
Board regarding any proposed changes to implement the
Company’s corporate strategy;

o to identify individuals suitably qualified to become members
of the Board and to select or to make recommendations
to the Board on the selection of individuals nominated for
directorships;

° to assess the independence of the independent non-
executive Directors;

o to make recommendations to the Board on the appointment,

re-appointment and succession planning of Directors; and

o to review the Board Diversity Policy (details of the Board
Diversity Policy are set out in the sub-section headed “Board
Diversity Policy” below).
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In 2017, 1 Nomination Committee meeting was held on 27
October 2017 during which the following tasks were performed by
the Committee:

reviewed the current Board structure, diversity and
composition (including the skills, knowledge and

experience);

assessed the independence of all independent non-

executive Directors;

reviewed the diversity of the Board taking into account a
number of factors as set out in the Board Diversity Policy;

and

o reviewed the necessary time for the Directors to discharge
their duties and responsibilities.

Board Diversity Policy

The Company has adopted a board diversity policy (“Board
Diversity Policy”) on 9 August 2013 which sets out its approach
to achieve and maintain diversity on the Board in order to enhance

the effectiveness of the Board.

The Company recognises and embraces the benefits of having
a diverse Board to enhance the quality of its performance. With
a view to achieving a sustainable and balanced development,
the Company sees increasing diversity at the Board level as an
essential element in supporting the attainment of its strategic
objectives and its sustainable development. In designing the
Board’'s composition, Board diversity has been considered from
a number of aspects, including but not limited to gender, age,
cultural and educational background, professional experience,
skills, knowledge and length of service. All Board appointments
will be based on meritocracy, and candidates will be considered
against objective criteria, having due regard for the benefits of

diversity on the Board.

ZZE—tFF 3} Annual Report 2017

65



66

.I]:# E/l:liE£|=

Corporate Governance Report

B2 LBERNZ TIAE(BER
TRNER  Fik XEERBEES &
Ik~ BERLR KL MBEREEDR) K
BEERREARKAIGERE -

REZBEHNEERRIEFTES TR
B UHER BB AR - LR E
AATREFAFLMIER] - BREFSRDER
ZEEAEE  AEEETERELR -

f=]

BEMBESZTARF MR RHEZEER
B REBAREEBEARSETER
B THRHEREEESUARTELRS

HERE EFRAMZAKRAEZTLE
B o

HMZEHE

FMEE TR RMNLELRE BRI
BEF) HUAKEBEBERELE (BT
EF) BRTFEECGERTES) RIWXKE
FERBALEE(GRBIFFATES) K
BAKERBIIFRITESE -

FNZEGXEAREHRE(EREEZER -
T-—_HF=ZA-+T=BEIHR - @K
e [E ] £ AN A B A www.dfa3999.com
NEBERZ ST iEwww.hkex.com.hk& ]

KEEmR (ZM) AR T DaChan Food (Asia) Limited

The Board Diversity Policy provides measurable objectives
for selection of Board candidates from diversity perspectives
(including but not limited to gender, age, cultural and educational
background, ethnicity, professional experience, skills, knowledge
and length of service).

The Nomination Committee will review the Board Diversity Policy,
as appropriate, to ensure the effectiveness of the said Policy and
will discuss any revisions that may be required, and recommend

any such revisions to the Board for consideration and approval.

Despite all the Directors being of the same gender, the
Nomination Committee considers that the current composition
of the Board is characterised by diversity after taking into
account the business model of the Group and specific industrial
characteristics, whether considered in terms of educational and

professional background and industry experience.

REMUNERATION COMMITTEE

The Remuneration Committee is chaired by Mr. Wei Anning (an
independent non-executive Director) with other 4 members,
including Mr. Han Jia-Hwan (an executive Director), Mr. Han Chia-
Yau (a non-executive Director) and Mr. Way Yung-Do and Mr.
Chen Chih (each an independent non-executive Director), the

majority of whom are independent non-executive Directors.

The Remuneration Committee is governed by its terms of
reference, which are revised by the Board on 23 March 2012. The
terms of reference are made available on the Company’s website
www.dfa3999.com and HKEx's website www.hkex.com.hk.
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The Remuneration Committee was established on 14 September
2007 pursuant to Rule 3.25 of the Listing Rules. It meets from
time to time to make recommendations to the Board on the
Company'’s policy and structure for all remuneration of Directors
and senior management, and on the establishment of a formal
and transparent procedure for developing policy on such
remuneration. The Remuneration Committee also reviews and
approves the performance-based remuneration by reference
to corporate goals and objectives resolved by the Board from
time to time, and determines, with delegated responsibility, the
remuneration packages of individual executive Directors and

senior management.

During 2017, 2 Remuneration Committee meetings were held on
23 March and 27 October 2017 during which the following tasks

were performed by the Committee:

o reviewed the implementation of the share option scheme of

the Company adopted on 14 September 2007; and

° reviewed a report prepared by the management regarding
the human resources and remuneration policy and

workforce optimization measures of the Company in 2017.

The management provides administrative support and
implements the approved remuneration packages and other
human resources related decisions approved by the Remuneration
Committee.
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Emolument Policy and Long-Term Incentive Plan

To attract and retain talent and calibre, the Company provides
a competitive remuneration package to its executive Directors
and senior management. This comprises base monthly salary,
guaranteed cash benefits and allowances, special allowances,
variable pay, long-term incentive plan. The amount of variable
pay is set at a percentage of the fixed pay, and is paid half-yearly
or yearly relative to performance delivered through plans and
objectives which have pre-determined criteria and standards. The
Group’s emolument policy and the long-term incentive plan which
primarily consists of the share option scheme and the restricted
share award scheme are described in the section headed “Report

of the Directors” in this annual report.

The fees and any other reimbursement or emolument payable to
the Directors by band and senior management are set out in note
8 to the financial statements.

AupiT COMMITTEE

The Audit Committee currently comprises 3 independent non-
executive Directors as members, namely Mr. Way Yung-Do,
Mr. Chen Chih and Mr. Wei Anning. Mr. Way Yung-Do is the
chairman of the Audit Committee and has accumulated substantial
experience in financial advisory, accounting and auditing. Details
of Mr. Way's biography are set out in the section headed
“Directors and Senior Management Profile” in this annual report.

The Audit Committee usually meets 4 times a year to review the
Company’s quarterly, interim and annual results and the integrity
of the Group's financial statements. The Audit Committee is
accountable to the Board and assists the Board in meeting its
responsibilities in ensuring an effective and adequate system
is in place for internal controls and for meeting its external
financial reporting obligations and compliance with other legal
and regulatory requirements. The Audit Committee also reviews
and monitors the scope and effectiveness of the work of external

auditors.
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The Audit Committee is governed by its terms of reference The
terms of reference are made available on the Company's website
www.dfa3999.com and HKEx's website www.hkex.com.hk.

The Audit Committee meetings are normally attended by the
Company’s chief financial officer. When meetings concern
the routine finance control, the head of the internal control
department of the Company also attends the meeting to report
on the problems identified during the internal control audits and
recommendation of methods to alleviate and solve the problems
identified. The external auditor is often present on discussion of
the audit of financial results and audit planning.

In 2017, the Audit Committee held 4 meetings during which
the following matters were reviewed and considered by the
Committee:

the auditing work performed by external auditor;

o the internal control reports submitted by the internal audit
department of the Company and the effectiveness of the
systems of internal control and risk management of the
Group;

° the report on taxation related matters of the Company;

° the completeness and accuracy of the 2016 annual and 2017
quarterly and interim financial statements;

o the developments in accounting standards (if any) and the

effect on the Company;

° review internal control measures and defects (if any);

o the audit fees payable to external auditor, the scope and
timetable of the audit for year 2017;

ZZE—tFF 3} Annual Report 2017

69



170

.I]:# E/l:liE£|=

Corporate Governance Report

s NETESEEIMEBARINSZ
BE—F REFSFELEBRE
NERRE (EEECRBRER)

s RIZE—LFARAFLNFERE
RHpZEE  EEBEEEAMIER:
K

s AREBEFMEMZEBEHRBERIANR
HERMITEE -

ERZESCES ERFEBRTAERE
ABUEXER  BRAAXRARAE - B
ZESRRNPETIE T RIMNEZEH X
WHEARS

HITZE &

EFER-TTLEAA+MAKIHTE
Be - LHBERASIRESOREMEE
B EFRERNGEERRAATZEE
fEHE TR -

WTZEGXHBREENR(HERES

—ZTFE=AFTZHETRBEES
ER T -—AFT_ATAABBIRER
VEE—FER]) o B AR ES B #) X R AR
AIEAR A A 48Ul www.dfa3999.com & o

KEEmR (ZM) AR T DaChan Food (Asia) Limited

o recommendations to the Board, for the approval by
shareholders, for the reappointment of Messrs. KPMG as

the external auditor, which the Board agreed and accepted;

° the aggregate value, pricing policy and other terms of
the continuing connected transactions carries out by the
Company in the year of 2017; and

° the effectiveness and execution progress of the tax

optimisation measures employed by the Group.

The Audit Committee has been advised that it may seek
independent professional advice at the expense of the Company
wherever necessary. The Audit Committee is also supported by
the staff of internal audit department and the external auditor.

ExecutivE COMMITTEE

Executive Committee

The Board established the Executive Committee on 14 September
2007 with specific written terms of reference. The Board has
delegated responsibilities to the Executive Committee for making

certain decisions for the management of the Company.

The Executive Committee is bound by its terms of reference,
which have been revised by the Board on 12 March 2010 and
further revised pursuant to the Board's resolution passed on 16
December 2016. The English version of the terms of reference is
available on the Company’s website at www.dfa3999.com.
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In accordance with its terms of reference, members of the
Executive Committee shall be appointed by the Board from
amongst the executive Directors and senior management of the
Company only. The Executive Committee shall consist of no
more than 7 members, which include the executive Directors,
the chief operation officer or the chief financial officer of the
Company and other senior management of the Company. The
Executive Committee currently comprises the following members

as follows:
Executive Director
Mr. Han Jia-Hwan (Chairman)

Mr. Han Chia-Yin

Chief Executive Officer
Mr. Ou Chang-Jou

Chief Financial Officer
Ms. Chen Li-Chin

Vice President
Mr. Jonathan Fang-Tsu Han

Vice President
Mr. Lu Shih-Che

Consultant
Mr. Ricky Wong

The work completed by the Executive Committee during 2017

included consideration of the following matters:

° approving any routine matters or matters concerning day-to-

day operation of the Group;

o formulating for the Board's review the Group's overall

corporate governance policy and investor relation policy;
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o implementing the annual business plan, operating and
capital expenditure budgets of the Company as approved by
the Board; and

o implementing the strategic plans and long-term objectives
as approved by the Board.

ACCOUNTABILITY AND AUDIT

As at 31 December 2017, the Company had net assets of
approximately RMB1,860,566,000 and the Company recorded a
profit attributable to equity holders of the parent of approximately
RMB29,120,000 for the year ended 31 December 2017.

FINANCIAL REPORTING

The Board aims to present a balanced, clear and understandable
assessment in annual and interim reports, inside information
announcements and other financial disclosures required under the
Listing Rules and other regulatory requirements.

The Directors have acknowledged their responsibility for the
preparation of the accounts for each financial period which give
a true and fair view of the state of affairs of the Group and of the
results and cash flows for that period.

The statement by the external auditor of the Company regarding
its reporting responsibilities on the financial statements of the
Group is set out in the “Independent Auditor's Report” on page
106.
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The Directors, having made appropriate enquiries, consider that
the Group has adequate resources to continue in operational
existence for the foreseeable future and hence decide that it is
appropriate to prepare the financial statements set out on pages
115 to 275 on a going concern basis. The Board is not aware of
any material uncertainties relating to events or conditions that may
cast significant doubt on the Company's ability to continue as a
going concern.

The bases on which the Company generates or preserves value
over the longer term and the strategy for delivering its objectives
are explained in the “Management Discussion and Analysis” set
out in pages 9 to 20 in this annual report.

The management provides the Board with sufficient explanation
and information, such as the Group’s major business activities and
key financial information, to enable the Board to make an informed
assessment of the financial information and other information of
the Company put before the Board for approval.

The management also provides all Directors with monthly updates
giving them a balanced and understandable assessment of the
Company'’s performance, position and prospects in sufficient
detail to enable the Board as a whole and each Director to
discharge their duties under Rule 3.08 and Chapter 13 of the
Listing Rules.
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Risk MANAGEMENT AND INTERNAL CONTROLS

The Board acknowledges its responsibility for the Group's risk
management and internal control systems and oversees the said
system and is responsible for reviewing their effectiveness. The
Audit Committee assists the Board in fulfilling its oversight and
corporate governance roles in the Group’s financial, operational,
compliance, risk management and internal controls, and the

resourcing of the finance and internal audit functions.

In addition to the Board's oversight responsibilities, the Company
has also developed a risk management process to identify,
evaluate and manage significant risks and to resolve material

internal control defects (if any).

The management establishes a specified management system
for the risks of the Company. Members of the internal audit
department of the Company report to the management on a
regular basis to review and assess risks and discuss solutions to
address material internal control defects (if any), including any
improvement relevant to a given year. Results of such reports
and discussions are organized with ratings of each risk and
written response plans. The risk assessment is reviewed by the
management and presented to the Audit Committee or the Board

for their review.

Appropriate policies and controls have been designed and
established to ensure that assets are safeguarded against
improper use or disposal, relevant rules and regulations are
adhered to and complied with, reliable financial and accounting
records are maintained in accordance with relevant accounting
standards and regulatory reporting requirements, and key risks
that may impact on the Group’s performance are appropriately
identified and managed. The systems and internal controls can
only provide reasonable and not absolute assurance against
material misstatement or loss, as they are designed to manage,
rather than eliminate the risk of failure to achieve business

objectives.
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The management is responsible for supervising enterprise risk
management works and reviewing significant aspects of risk
management of the Group. The operating units of the Group, as
risk bearer, identify, evaluate, mitigate and monitor their own risks,
and report such risk management activities to Risk Management
and Compliance department on a quarterly basis. The Risk
Management and Compliance department assesses and presents
regular reports to the management at each regularly scheduled

meeting.

The internal audit department of the Group reports to the Audit
Committee or the Board at the annual meeting of the Audit
Committee or Board, the results of their works during the
preceding period pertaining to the adequacy and effectiveness
of internal controls, including but not limited to, indicating any
failures in implementing any internal control systems or material
weaknesses in those systems. The Board has reviewed the risk
management and internal control systems and the effectiveness
of such systems for the year 2017 and considers such systems

effective and adequate.

For the procedures relating to the handling and publishment
of inside information, the management of the Company is
responsible for assessing the potential impact of any significant
urgent situations on the share price of the Company and its
transaction volume, and reports to the Board so that the Board
determines whether such information is considered as inside
information and is required to disclose as soon as practicable in

accordance with applicable laws and regulations.

The Company has employed its own internal auditors to perform
regular and systematic reviews of the Group’s internal control
system. The reviews provide reasonable assurance that the
internal control system continues to operate satisfactorily and

effectively within the Group and the Company.
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KEEmR (ZM) AR T DaChan Food (Asia) Limited

Each year, the Audit Committee reviews the findings made by
the external auditor in respect of issues encountered by it in
preparation of the audit report, which often cover issues relating
to internal control. The Audit Committee also reviews the risk
management and internal control report submitted by the
Company’s internal audit department. The Audit Committee will
then review the actions performed or the plans to be carried out by
the management in addressing the issues. The issues identified
and the corresponding remedial plans and recommendations are
then submitted to the Board for consideration.

For the year of 2017, no critical internal control issues have been
identified.

CONNECTED TRANSACTIONS

The Company is committed to ensuring compliance with
regulatory requirements under the Listing Rules, applicable laws
and regulations in handling connected transactions. Accordingly,
the Company implemented various internal control mechanisms
to identify and monitor connected transactions to ensure that
connected transactions are conducted under normal commercial
terms or on terms that are fair and reasonable and properly
disclosed and (if necessary) approved by the independent
shareholders in accordance with Listing Rules. The connected
persons will be required to abstain from voting in the general
meetings. Details of the connected transactions of the Company
during the year are set out in the section headed “Report of the

Directors” of this annual report.
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AUDITOR’S REMUNERATION

For the year under review, the remuneration paid for services

RIGAT A BB & KRBT provided by the Company's external auditor is roughly as follows:

| Amount

(ARETFIT) (RMB’000)

ENZARTE 4,557 Audit services 4,557
IEEZRE Non-audit services

ESG & AR 130 ESG consultation services 130

BB R 128 Tax services 128

2 v Bl

&
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ERARMWE  BRYERIER-ZT—tF
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COMPANY SECRETARY

The position of Company Secretary is held by Ms. Cho Yi Ping,
a practising solicitor of Hong Kong who is not an employee of
the Company. The Company Secretary can contact the Company
through the head of legal department of the Company, Ms. Feng
Yuxia. The Company Secretary is responsible to the Board and
reports to the Board Chairman from time to time. All Directors
have access to the advice and services of the Company Secretary
to ensure that board procedures, and all applicable laws, rules and

regulations are followed.

Being the Company Secretary, Ms. Cho Yi Ping has to take no
less than 15 hours of relevant professional training during the
year 2017. She has fulfiled the requirement during the year under

review.
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COMMUNICATIONS WITH SHAREHOLDERS
AND INVESTORS

The Company endeavours to uphold a high level of corporate
transparency. Keeping shareholders, investors, analysts, bankers
and other stakeholders informed of our corporate strategies and
business operations has been one of the key objectives of our

investor relations team.

The general meetings of the Company provide the best
opportunity for communication between the Board and the
shareholders. The Company complied with the required notice
periods for general meetings under the Code Provisions, the
applicable laws, rules and regulations.

Also, separate resolutions for each substantially separate issue
were proposed at the AGM held on 23 June 2017.

The chairpersons of the Remuneration Committee, Nomination
Committee and the Audit Committee or, in their absence, other
members of the respective committees and, where applicable,
the independent Board committee, are available to answer
questions at the general meetings of the Company.

The representatives of the external auditor of the Company,
Messrs. KPMG also attended the AGM held on 23 June 2017 to
answer questions about the conduct of the audit, the preparation
and content of the auditor’s report, the accounting policies and
auditor independence.
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VortING BY PoLL

The Company expresses in each relevant corporate
communication that the shareholders shall vote by poll so as to
allow the shareholders to have one vote for every share of the
Company held. The chairman of the meeting would explain the
voting procedure and answer any questions from the shareholders
regarding voting by poll in the general meetings. The poll voting
results of the general meetings were published on the websites
of the Stock Exchange and the Company respectively on the same
day after the general meetings were held.

SHAREHOLDERS’ RIGHTS To CONVENE AN EXTRAORDINARY GENERAL

MEETING

Under Article 64 of the articles of association of the Company,
extraordinary general meetings shall be convened on the
requisition of one or more shareholders of the Company holding,
at the date of deposit of the requisition, at least one tenth of
the paid up capital of the Company having the right of voting at
general meetings. Such requisition shall be made in writing to
the Board or the Company Secretary for the purpose of requiring
an extraordinary general meeting to be called by the Board for
the transaction of any business specified in such requisition. The
relevant extraordinary general meeting shall be held within 2
months after the deposit of such requisition. If within 21 days of
such deposit, the Board fails to proceed to convene such meeting,
the requisitionist(s) may do so in the same manner, and all
reasonable expenses incurred by the requisitionist(s) as a result of
the failure of the Board shall be reimbursed to the requisitionist(s)

by the Company.
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COMMUNICATION WITH SHAREHOLDERS AND PROCEDURES FOR PUTTING

FORWARD PROPOSALS AT GENERAL MEETINGS

Based on the requirement of the revised Corporate Governance
Code, a Shareholders Communication Policy was formulated and
adopted on 23 March 2012 in order to ensure the shareholders
are provided with ready, equal and timely access to balanced and
understandable information about the Company. The Board has
taken appropriate steps to provide effective communication with
shareholders. The effectiveness of shareholders communication
under the shareholders communication policy had been reviewed
by the Board on a regular basis.

All published information, including all the statutory
announcements, press releases and event calendars, is promptly
posted on the Group’s website at www.dfa3999.com. Investors
can also submit enquiries to the Board or senior management
by sending emails to investors@dachan.com.cn or directly by
raising questions or proposals at the general meeting of the
Company. The Company's dedicated investor relations team takes
a proactive approach to communicate with existing and potential
investors in a timely manner by making regular face-to-face

meetings and conference calls with investors.

CONSTITUTIONAL DOCUMENTS

During the year under review, no amendment to the memorandum

and articles of association of the Company has been made.

CONCLUSION

Going forward, the Company will continue to work diligently to

maintain the highest level of corporate transparency possible.



EXEeREBEE_T—tF+-_A=+t—H
LFE 2 FERERBERITBRE -

B S 3/

ARBINEBEBKARELR  BBEHNEBEA
ARESEEAN—KREER  BEANE
EBERNTIREEINTRR -

S5 1ol i B e BL

BACSE S B R Bl HBL

BERAAKBEEENRTFER(BHRERMB
MRRBIERETON) AR AT R K HE
ERBANENBENAFRMBRHE] X
EHE I R IEREN RSN &0 -

4 e B A e

RMZERAEEEBERNSZEERR -
Bt AEE-—HFERLTOAHRFEEH
B FREBEET100-1=00E5 - U&EAR
EHBRRLEEWNHEEEEAREEN
BEEAME -

PEE R B 7 2 AR S (B 78 TE AT B ) T 05 R

%o Rt ARBEDERARBRERE &
FRERR R B IREL M T B ERX

SR R B

REFER  AEBLRABERMEREH
BEAREZAWERIERZTTIR

LN iy

BE-Z—+F+-_A=+—HES E=
SUARBRITMEAEFBENTEZERE
% -

EFEHRE

Report of the Directors

The Board submits the annual report together with the audited
financial statements for the year ended 31 December 2017.

PRINCIPAL ACTIVITIES

The principal activities of the Company are investment holding and
operation of a highly vertically integrated business encompassing
feeds production, chicken meat processing and supply of
processed foods through its subsidiaries.

BUSINESS REVIEW AND PERFORMANCE

REVIEW OF THE GROUP’S BUSINESS AND PERFORMANCE

Details of the fair review (including an analysis using key financial
performance indicators) and the possible future development
trend of the Group's business are set out in the sections
headed “Financial Highlights”, “Chairman’s Statement” and
“Management Discussion and Analysis” of this annual report.

PRINCIPAL RISKS AND UNCERTAINTIES

Food safety is the most important risk faced by the Group's
business. In this regard, the Group has always been focusing on
building a traceable platform and adhering to the principle of 100-
1=0 so as to avoid the potential adverse impact of food safety
incidents that may occur in the operation of the Group.

Exchange rate fluctuation is also a market risk which the Group
seeks to actively handle. The Group has adjusted the currency of
borrowings as and when appropriate to minimise unnecessary

loss arising from change of currency.

COMPLIANCE WITH LAWS AND REGULATIONS

During the year, the Group was not aware of any violation of the
relevant laws and regulations which may have significant impact
on it.

DETAILS OF SIGNIFICANT EVENTS

Since 31 December 2017, the Board was not aware of any
significant event affecting the Group.
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ENVIRONMENTAL POLICY AND PERFORMANCE

Promoting the sustainable development is a social responsibility
incumbent upon the Group. The Group has always been committed to
the reservation of resources and emission reduction and has replaced
coal-fired boilers with clean energy boilers by batches since 2015.

RELATIONSHIP WITH KEY STAKEHOLDERS

"Integrity, Modesty and Foresight” are the core values of the
Group. The Group maintains a good cooperation relationship and
establishes a prospective cooperation model with its suppliers and
customers by persistently acting with integrity and with a humble
attitude.

The employees of the Group are principally engaged in feed
and animal nutrition segment, poultry and value meat segment,
global food segment and various supporting segments and are
responsible for relevant duties respectively in sales and marketing
management, product manufacturing, product planning and
marketing, administrative and human resources, financial and
operation analysis, audit and legal risk management and control,
material procurement and logistics management, information
technology technical support, product research and development,
quality and safety management and so on.

The Group has been upholding the following principles when
choosing, training, using and retaining talents:

1. recruiting and selecting individuals who are suitable for
the Company’s corporate culture and job position based
on working plans and key performance indicators of the
position;

2. designing specific training courses and launching
corresponding training plans according to different
positions and ranks of employees to continuously enhance
employee’'s management and professional skills and to
provide a reservoir of outstanding talents for the Group;

3. designing and implementing different performance appraisal
systems and conducting suitable post adjustment and job
rotation based on different job natures to place talents in
suitable positions and optimise their performance;
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Report of the Directors

4. determining employees’ remuneration levels based on their
experience and performance as well as the market salaries
and implementing performance bonus incentive programs
for employees in different positions and also selecting
important talents every year for appropriate reward.

There is no significant dispute between the Group and its
employees. The Group commits to build an effective and efficient
team and enable our employees to share the results of our
operation.

SUBSIDIARIES

A list of subsidiaries together with their places of operations
and incorporation and particulars of their issued share capital/
registered capital are set out in note 14 to the financial statements.

RESULTS AND APPROPRIATION

The profit of the Group for the year ended 31 December 2017 and
the state of affairs of the Company and of the Group as at that date
are set out in the financial statements on pages 115 to 275.

Profit attributable to owners of the Company of approximately
RMB29,120 thousand (2016: profit approximately RMB53,899
thousand) have been transferred to reserves. Other movements
in reserves of the Group and of the Company are set out on page
243 of the annual report and note 26(d) to the financial statements.

To reserve the resources for the Group's business development,

the Board decides not to distribute any final dividend for the year
ended 31 December 2017 (2016: no dividend).
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DISTRIBUTABLE RESERVES

As at 31 December 2017, the Company had no reserve available
for distribution to its Shareholders (as at 31 December 2016: Nil).

SHARE CAPITAL

Details of movements in share capital of the Company during the
year are set out in note 26(c) to the financial statements.

PRE-EMPTIVE RIGHTS
There is no provision for pre-emptive rights under the Company’s
articles of association or the laws of the Cayman Islands which

would oblige the Company to offer new shares on a pro rata basis
to the existing shareholders.

DONATIONS

Donations made by the Group during the year amounted to
RMB109,000.

FIXED ASSETS

Details of movements in fixed assets during the year are set out
in note 13 to the financial statements.

BANK LOANS AND OVERDRAFT

Particulars of bank loans and overdrafts of the Group as at 31
December 2017 are set out in note 23 to the financial statements.

LISTING OF SHARES

The shares of the Company were listed on the Main Board of the
Stock Exchange on 4 October 2007.
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Report of the Directors

DIRECTORS

The Directors of the Company (the “Directors”) during the year
and up to the date of this report were:

EXECUTIVE DIRECTORS:

Mr. Han Jia-Hwan (Chairman)
Mr. Han Chia-Yin

NoN-EXECUTIVE DIRECTORS:
Mr. Chao Tien-Shin

Mr. Han Chia-Yau
Mr. Harn Jia-Chen

INDEPENDENT NON-EXECUTIVE DIRECTORS:
Mr. Chen Chih

Mr. Way Yung-Do
Mr. Wei Anning

ZZ—tHFE % Annual Report 2017 85



86

EFERE

Report of the Directors

HA B 5 K

BHRTEFHHERARRET TRBEEL - &
REEHLEEETH - SIFNTEERE
VIMITERRARRRIGRR] T REK -

A FEFNRERZRNARFNER
MAN(TZ=2AMA ) &,k EmRA R, %
SEREERNRTE  AARHEZARER
BEHNREERERELZRIEEHOHEE

REERAAF 108K REERRBFX
L TOREBE=ZDZ-MNEFARER
- MRBEARRIEEEATRIEA L2105
BREF(BREABEFHEREE)AED
B=FWERT R FMIBRENERE
NAEBEREREL -

Hit - BRELRE  BRELEENBERESR
ERRARBERERRBFASEREEHE
RIE -

FiE bl E RGN A BRI FRE R ERE KR
BFERE LEXREE -

BEHFRNEERRAFAG LEREENE
FEARBFTETAR —FARARAKE
EAH B AR EBAEHBE(—REER
ERRIN) B TR IR RERRIEE L -

KEEmR (ZM) AR T DaChan Food (Asia) Limited

DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors have entered into a service
contract with the Company with no fixed term of appointment,
whereas each of the non-executive Directors and independent
non-executive Directors have entered into a letter of appointment
with the Company.

However, the term of appointment of each Director is subject to
the articles of association (the “Articles”) of the Company and/or
the Listing Rules and/or the laws of the Cayman Islands and may
be terminated by the Company or the Director pursuant to the
service contract or the letter of appointment.

In accordance with Article 108 of the Articles, at each annual
general meeting, not less than one-third of the Directors for the
time being shall retire from office by rotation and, under code
provision A.4.2 of the corporate governance code of the Company,
every Director, including those appointed for a specific term, shall
be subject to retirement by rotation at least once every 3 years. All
retiring Directors shall be eligible for re-election.

Accordingly, Mr. Han Jia Hwan, Mr. Han Chia-Yin and Mr. Chao
Tien-Shin shall retire from office by rotation at the conclusion of
the forthcoming AGM.

All of the abovenamed Directors, being eligible, will offer
themselves for re-election at the forthcoming AGM.

No Director proposed for re-election at the forthcoming AGM
has an unexpired service contract which is not determinable by
the Company or any of its subsidiaries within one year without
payment of compensation, other than statutory compensation.



RIFLETHRAUEII3MG - FBEULIERTES
ERARAAEREBLIE  MARARE
PIBBIFNITEE BB -

L Y T 52 YN )

EENAEEASHEEAB 2 BEEHANE
|REIGEL44H -

HAE AT PIR B de v
A LM%

B SABEERIABRSFMALHNE
R B EmRMIES K9

HAE A AR AR

BRAED [BRER S | MM FBIRARME 29[ Bz
AERG | FABRBEEI  EERBREMEA
THIERAAR  EEMHRELA - ERA
AARARMBARRERGTL - HAREEE
BEBEANRS  ZHRENTERIEE
HHEEAMES °

5 8.1002) e B 5%

KEEZTAER BHE-_Z—+F+=-A
E+—HLEFE  BEHERLFEARRE
BEESAETEEESEERFHERK
REFEETMNERMARE EWHRE
8.10(2) IGZER B o

EFEERE

Report of the Directors

Each of the independent non-executive Directors has confirmed
his independence to the Company pursuant to Rule 3.13 of the
Listing Rules and the Company considers all the independent non-
executive Directors to be independent.

DIRECTORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHIES

Biographical details of the Directors and the senior management
of the Group are set out in pages 38 to 44 of this annual report.

EMOLUMENTS OF DIRECTORS, SENIOR
MANAGEMENT AND THE FIVE HIGHEST-
PAID INDIVIDUALS

The emoluments of Directors, senior management and the five
highest-paid individuals are set out in notes 8 and 9 to the financial
statements.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as those disclosed in “Connected Transaction” of this
section and "Related Party Transactions” in Note 29 to the
Financial Statement, none of the Directors or their connected
entity or their associates had a material interest, either directly
or indirectly, in any transaction, arrangement or contract of
significance to the business of the Group to which the Company,
or any of its subsidiaries, holding companies or fellow subsidiaries
was a party during the year.

DISCLOSURE UNDER RULE 8.10(2)

As confirmed by each of our Directors, during the year ended 31
December 2017, none of them was engaged in or had any interest
in any business that competed or was likely to compete, either
directly or indirectly, with the Company’s business as required to
be disclosed under Rule 8.10(2) of the Listing Rules.
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KBS (ZEM) BFR2AF DaChan Food (Asia) Limited

EQUITY-LINKED AGREEMENTS

Save for the Restricted Share Award Scheme and the Share
Option Scheme, the details of which are disclosed below and
Notes 24(a) and 24(b) to the Financial Statements, no equity-linked
agreement was entered into by the Company during 2017 or
subsisted at the end of 2017.

RESTRICTED SHARE AWARD SCHEME

The Restricted Share Award Scheme (the “RSAS") was adopted
by the Board on 23 December 2008 (the “Adoption Date”). Unless
terminated earlier by the Board, the RSAS shall be valid and
effective for a term of ten years commencing from the Adoption
Date. On 23 October 2009, 910,000 shares were granted by
the Company to a number of Directors and senior management,
and all of those shares were vested on 15 December 2011. On
27 October 2011, 390,000 shares were granted to a member of
the senior management, and all of those shares were vested on
15 December 2013. On 26 March 2012, 2,025,000 shares were
granted to a number of Directors, senior management staff and
certain employees, 1,887,000 of which were vested by 15 May
2014, the other 138,000 of which were cancelled due to four
employees’ resignation. On 16 January 2015, 3,727,500 shares
were granted to a member of the senior management and certain
employees, 1,242,500 of which were vested on 10 June 2015,
1,212,500 of which were vested by 10 June 2016, 1,112,500
of which were vested by 10 June 2017, the other 160,000 of
which were cancelled due to 11 employees’ resignation or death.
On 30 March 2016, 1,970,000 shares were granted to certain
employees, 985,000 of which were vested on 10 June 2016,
946,000 of which were vested by 10 June 2017, the other 39,000
of which were cancelled due to 1 employee’s resignation.

The purpose of the RSAS is to recognize the contribution by
certain employees (including without limitation employees who
are also Directors) of the Group and to reward them 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.
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Pursuant to the terms of the RSAS, the Board may, from time
to time, at its absolute discretion and subject to such terms and
conditions as it may think fit (including the basis of eligibility of
each employee determined by the Board from time to time), select
an employee for participation in the RSAS and determine the
number of shares to be awarded. The Board shall not grant any
award of shares which would result in the total number of shares
being granted by the Board under the RSAS (but not counting
those which have lapsed or have been forfeited) to exceed 2% of
the issued share capital of the Company as at the Adoption Date.

SHARE OPTION SCHEME

The Company operated a share option scheme (“Option
Scheme”) for the purpose of providing incentives and rewards to
eligible participants, including but not limited to the employees
and directors of the members of the Group who contribute to the
success of the Group's operations. In accordance with the Option
Scheme, the Company may grant up to 100,000,000 share options
within 10 years from its effective date (i.e. 4 October 2007),
representing approximately 9.84% of the issued share capital of
the Company as at the date of this annual report.

No participant may be granted option(s) which would result in the
total number of Shares issued and to be issued upon exercise
of all options granted to him (including exercised, cancelled and
outstanding options) in any 12 months period up to and including
the date of such grant exceed 1% of the Shares in issue for the
time being unless such grant has been approved by shareholders
of the Company in a general meeting with such grantee(s) and his
associate(s) abstaining from voting.

The grant of option shall lapse automatically unless the grantees
confirm their acceptance together with a remittance in favour of
the Company of HK$1.00 as consideration for the grant within 21
business days following the date of the relevant grant letters.

There is no minimum period required under the Option Scheme
for which an option must be held before it can be exercised save
as otherwise determined by the Board and stated in the relevant
grant letter.
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The subscription price for an option shall be no less than the
highest of (i) the closing price of the Shares at the date of the
grant of such option which must be a business day; (ii) the average
closing price of the Shares for the 5 business days immediately
preceding the date of the grant of such option; and (i) the nominal
value of the Share on the date of the grant of such option. The
following share options were granted and outstanding under the
Option Scheme during the year ended 31 December 2017:

gk BREREEN
HoE-tE 8 RUBREEE RRSHALA
Rg-tE T2R BRERS GRE ARRARMZ  RHZNETH
SEERZI -f-B ERRR EARR O EMRN EREH =1-H i E (BREERR) (Br)  YmE(Em)  YmB(En)
Weighted
Closing prices of average of
the Company's ~ closing prices of
shares  the Company's
immediately share
before the dates  immediately
Name or As at Granted  Exercised Lapsed  Cancelled As at Exercise periodof  Exercise price  of the grantof  before exercise
Category of 1 January during during during during 31 December Date of share options per  shareoptions  dates of share
Participant 017 the year the year the year the year 2017 grant [both dates inclusive) ~ Share (HKS) (HKS)  options (HKS)
et 15,580,000 - - 1405000 - B0 ZF-1E-R 5-15rAT-RE 0908 090 -
Employees in 1A “T-)\ERATH
Aggregate 16-Jan-15 11-Jun-151t0 10-Jun-18
aif 15,580,000 - - 1,405,000 - 14,175,000
Total
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ElEwm B ERAR RIS BRIEBRE SR
HEERAE - AR B AT RIBERE S
Bie BARITERBRERER BRI R
B E R i BR 1T -

The Option Scheme expired on 3 October 2017. As from the
expiry date onwards, the Company will not grant further share
options pursuant to the Option Scheme. However, the share
options granted pursuant to the Option Scheme and remained
unexercised prior to the expiry date shall continue to be
exercisable after the expiry date in accordance with their terms of
grant.

KEEmR (ZM) AR T DaChan Food (Asia) Limited
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 31 December 2017, the interests and short positions of the

Directors and chief executive in the shares, underlying shares and

debentures of the Company or its associated corporations (within

the meaning of Part XV of the Securities and Futures Ordinance

(the “SFO")), as recorded in the register required to be kept by

the Company pursuant to Section 352 of the SFO, or as otherwise

notified to the Company and the Stock Exchange pursuant to the

Model Code for Securities Transactions by Directors of Listed

Issuers set out in Appendix 10 to the Listing Rules (“Model

Code"”), were as follows:

(a)  INTEREST IN THE COMPANY — LONG PosITIONS:

BERA fEARAH
fTEIAREZ BRTRE
EERE FEEERYE HEROEE @t ZHHEL L
AR HitiEs
Number of Approximate
underlying % of issued
shares held share capital
Number of under equity of the
Name of Directors ordinary shares held derivatives Total Company
Personal Other
interest interest
HITEE
Executive Directors:
BER 344,000 - - 344,000 0.034%
Han Jia-Hwan
BREME1) 382,000 200,000 - 582,000 0.057%
Han Chia-Yin (Note 1)
FHITEE
Non-executive Directors:
BRE (H72) - 3,834,000 - 3,834,000 0.377%
Chao Tien-Shin (Note 2)
Ba 300,000 - - 300,000 0.030%
Chen Chih
BoKE 300,000 - - 300,000 0.030%
Way Yung-Do
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(b)

KEEmR (ZM) AR T DaChan Food (Asia) Limited

GERE

BREAEWRAEEEERBIAN
200,000 Bt #Ez= ©

BREEERERER (1HBELEER
H B2 18 £ [ #5 A #9300,000 A% A% 17 #
BRI ABEERAERMBIZEHECTS
Capital Group Limited Bt & 2 &)
Hannibal International Limited 458
£93,534,000 B AR 1 25

Notes:

1. Mr. Han Chia-Yin is deemed to be interested in 200,000 shares held by

his spouse.

2. Mr. Chao Tien-Shin is deemed to be interested in (i) 300,000 shares
jointly held by Mr. Chao and his spouse and (ii) 3,534,000 shares held
by Hannibal International Limited, a subsidiary of CTS Capital Group

Limited which is controlled by Mr. Chao and his spouse.

AN GBS -] (B) INTERESTS IN ASSOCIATED CORPORATION OF THE CoMPANY — LONG
PosiTIONS:

ERERE AR

HE 0T EEk BRTRAK

EEpg 2% REHE RS BHABESH

Approximate % of

Interests in the relevant associated

Name of Name of associated Nature ordinary corporation’s issued

Directors corporations of interest shares held share capital

BET AREHCERGBRAR (M 1) Enn 55,499 0.0075%
Han Chia-Yau Great Wall Enterprise Co. Ltd. (Note 1) Beneficial owner

BER AEERBEERHERRA BiafEn 59,612 0.0081%
Harn Jia-Chen Great Wall Enterprise Co. Ltd. Beneficial owner

BRE(Hit2) ARRHGERBERAF ZEH AT 10,242,123 1.3908%
2R

Chao Tien-Shin

(Note 2)

Great Wall Enterprise Co. Ltd.

Interest of controlled
corporation



GEE

1. REEWREEBR D ARA T ([ARKER
] REEEMAZIENEEES
RS ETHAT  RARBNRKE
ARALER

2. HWARESREWR BES BB ERER
BIEHINGEREEERNDERARME
#910,242,123 JRR% (D #E2% -

BEXHBEEEN  R-B—tFE+= A
=+—8 FERSAETEABRESNY
. A AR TSR AR B S S
RS B4 % S S 0 35 352 (B A 2 )
1780 S A SR R S RIS AN A
DEIHBRFTEM - 48 BRI o (A R
AR -

o 2 WSO B o 2 2 A

BrAED [ PRSI (0 22 ET &1 | & [ B ARAaT
Bl HB R MENE24(a) & 24(b)) FT#
BEN RBE_Z—tF+=-A=+T—H
I FEAEMER - AARKEFMIAR -
MECENEGARZMHBEETIEE TR
SHP AR AREANRESAAWE
ARAR A EAMEATRZ RGO K ESE
BRENTEERHEZ—F °

AR 2 W] L BBOK

BHE-_Z—+F+-_A=+—HARIL AR
BIRIEE 7 M ERDIF 386 R ARTF ZE
CMEMBZERBAL(RRAREERRS
T BERSN) AR BB D R AR B A £
BANERIRBWT

EFEERE

Report of the Directors

Notes:

1. Great Wall Enterprise Co. Ltd. (“Great Wall Enterprise”), a company
incorporated in Taiwan and listed on Taiwan Stock Exchange

Corporation, is the ultimate controlling shareholder of the Company.

2. Mr. Chao Tien-Shin was deemed to be interested in the 10,242,123
shares held by Qiao Tai Xing Investment Co. Ltd. controlled by Mr.

Chao and his spouse.

Save as disclosed above, as at 31 December 2017, none of the
Directors and chief executive and their associates had any interest
or short position in the shares, underlying shares or debentures
of the Company or any of its associated corporations that was
recorded in the register required to be kept by the Company
pursuant to Section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES
OR DEBENTURES

Save as those disclosed in the paragraphs “Restricted Share
Award Scheme"” and “Share Option Scheme” in this section and
in the Notes 24(a) and 24(b) to the Financial Statements, at no time
during the year ended 31 December 2017 was the Company or
any of its parent companies, subsidiary undertakings or its parent
companies’ subsidiary undertakings a party to any arrangement
whose objects are, or one of whose objects is, to enable the
directors of the Company to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or any
other body corporate.

SUBSTANTIAL SHAREHOLDERS OF THE
COMPANY

As at 31 December 2017, the interests and short positions held
by the persons, other than a director or chief executive of the
Company, in the shares and underlying shares of the Company
as recorded in the register required to be kept by the Company
pursuant to Section 336 of the SFO were as follows:
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RATIRG TR - Long positions in shares of the Company:

£ BEME RHEE BHEAL

Nature of Number of Approximate

Name interests shares %

Waverley Star Limited EnlEs 375,899,946 36.99%

Beneficial interests
DMEERMAR EnfEn 152,924,906 15.05%
Asia Nutrition Technologies Beneficial interests
Corporation

AREIR (FER) AR A F SHH ARz EE 528,824,852 52.04%
Great Wall International (Holdings) Ltd. Interests of controlled corporation (HisE1)
(Note 1)

ARRACERHBRAT RERIAR B 528,824,852 52.04%
Great Wall Enterprise Co., Ltd. Interests of controlled corporation (Hiz1)
(Note 1)

Continental Capital Limited (4772 3) Enign 59,700,029 5.87%
Beneficial interests (Hizt2)
(Note 2)

Contigroup Companies Inc. RIEHIAT R 59,700,029 5.87%
Interests of controlled corporation (Hi#t2)
(Note 2)

Fribourg Grandchildren Family L.P. REHRE 2R 59,700,029 5.87%
Interests of controlled corporation (Hi#t2)
(Note 2)

Fribourg Enterprises, LLC REHRE 2R 59,700,029 5.87%
Interests of controlled corporation (H1#2)
(Note 2)

I Robert Fribourg A% 25 A H) REHRE 2R 59,700,029 5.87%
“NEtERAZT-REHE (Hist2)
Declaration of Trust dated May 31, 1957, Interests of controlled corporation (Note 2)

for the benefit of Robert
Fribourg

KR (ZEM) BPFR/A 7 DaChan Food (Asia) Limited
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£ BRME REE BAESH
Nature of Number of Approximate
Name interests shares %
LA Paul Jules Fribourg % & AH) by NS 5 59,700,029 5.87%
“NAtFRA=+—BiERE (Hiit2)
Declaration of Trust dated May 31, 1957, Interests of controlled corporation (Note 2)
for the benefit of Paul Jules
Fribourg
IA Nadine Louise Fribourg &5z A& Ly NS £ 59,700,029 5.87%
“NAtFRA=+—BiERE (Hiit2)
Declaration of Trust dated May 31, 1957, Interests of controlled corporation (Note 2)
for the benefit of Nadine Louise
Fribourg
IA Charles Arthur Fribourg A% 2 A #) ey NS 5 59,700,029 5.87%
—NAtFRA=Z+—HERE (hit2)
Declaration of Trust dated May 31, 1957, Interests of controlled corporation (Note 2)
for the benefit of Charles Arthur
Fribourg
BA Caroline Renee Fribourg A% 25 A #) ey NS 5 59,700,029 5.87%
—NARZFNATABERERE (hit2)
Trust Agreement Dated September 16, 1963, Interests of controlled corporation (Note 2)
for the benefit of Caroline Renee
Fribourg
Fribourg Charles Arthur XA 59,700,029 5.87%
Trustee (HaE2)
(Note 2)
Sosland Morton Irvin XA 59,700,029 5.87%
Trustee (HaE2)
(Note 2)
Fribourg Paul Jules XA 59,700,029 5.87%
Trustee (HaE2)
(Note 2)
HE=R BafEn 50,978,000 5.02%
Sun Hui Ying Beneficial interests
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MaED

fiaE2 -

KR (ZEM) BPFR/A 7 DaChan Food (Asia) Limited

f% 15 LA Waverley Star Limited M Z5 & &1k
A EBFEERL - Waverley Star Limited &
TMNEERMAAEERAKER(ER)AE
RARMEZENBAR - fAMKER(GER)
BRARABRREACERNMERDANHZ
EMBAR - BIEBEHRBAEKRD - KKE
BR(1ER%) BRARRAR KRB EERDER
N AR A Waverley Star Limited &8
NEBRMARBFENRMARND 2P %
B

o

BX

Fribourg Charles Arthur » Sosland Morton
Irvin & Fribourg Paul Jules % Bl|# Contigroup
Companies Inc.%#13.39% - 3.21% &6.23%
Eme BEMREFEA AR ARobert
Fribourg BXmAM—NWA+tFRA=+—
H{Z5tE ([Robertf55E& 1) » PAPaul Jutes
Fribourg B m AN —NA+tFRAA=+T—
H{55EE ([Paul{Z5E%F J) » LA Nadine Louise
Fribourg BXm A —NALFRA=+—
HiEsEE ([Nadinefs7E&E ) ~ I Charles
Arthur Fribourg ¥ m AR —NAEFAA
=t+—HB{EEE ((CharlesfastE ) AR
Caroline Renee Fribourg A% A —L78=
FNA+TRBEREH ([Caroline iz ) (4t
BIEFD) hiEt2afEs - REBEEHF L
E1&5 - Fribourg Charles Arthur * Sosland
Morton Irvin } Fribourg Paul Jules ##32 A1R
ERERAMEEERTEAER

=042 Fribourg Enterprises, LLCHZEB
o REFEFRBERD  EREERAR
Fribourg Enterprises, LLCFT1% |t % 225
B #ER © Fribourg Enterprises, LLC#%
%l Contigroup Companies Inc.#)2.44% -
I 2 &4 Fribourg Grandchildren Family
L.P - fFribourg Grandchildren Family
L.PEEZ%| Contigroup Companies Inc.
M49.33% - REBEEFEHF KRB E G-
Fribourg Enterprises, LLC # % & Fribourg
Grandchildren Family L.P AR & 504
SR A #ESS - M Fribourg Grandchildren
Family L.P#%4%8 &% Contigroup Companies
Inc. HAEMND I ERFEAER - Robertfz
& - Paul{=5tE - Nadine{§5t& * Charles
5 7t & K Carolinelf #% # B Contigroup
Companies Inc.f3.93% - 5.84% * 5.23% °
4.97% 2 4.92% #Ez -

Note 1:

Note 2:

The shares were registered in the name of Waverley Star Limited and Asia
Nutrition Technologies Corporation, each of which was a wholly-owned
subsidiary of Great Wall International (Holdings) Ltd, which, in turn, was a
whollyowned subsidiary of Great Wall Enterprise Co., Ltd. Under the SFO,
both Great Wall International (Holdings) Ltd and Great Wall Enterprise Co.,
Ltd were deemed to be interested in all the shares held by Waverley Star
Limited and Asia Nutrition Technologies Corporation.

Fribourg Charles Arthur, Sosland Morton Irvin and Fribourg Paul Jules had
control of 3.39%, 3.21% and 6.23% interests in Contigroup Companies
Inc. respectively. They were also the trustees of and had control of 100%
interests in the Declaration of Trust dated 31 May 1957 for the benefit
of Robert Fribourg (the “Robert’s Declaration”), the Declaration of Trust
dated 31 May 1957 for the benefit of Paul Jutes Fribourg (the “Paul’s
Declaration”), the Declaration of Trust dated 31 May 1957 for the benefit of
Nadine Louise Fribourg (the “Nadine’s Declaration”), Declaration of Trust
dated 31 May 1957 for the benefit of Charles Arthur Fribourg (the “Charles’
Declaration”), and the Trust Agreement Dated 16 September 1963 for
the benefit of Caroline Renee Fribourg (the “Caroline’s Agreement”)
(hereinafter collectively referred to as the “Trusts”). Under the SFO,
Fribourg Charles Arthur, Sosland Morton Irvin and Fribourg Paul Jules were
deemed to be interested in all the interests held by the Trusts.

The Trusts controlled 100% interests in Fribourg Enterprises, LLC. Under
the SFO, the Trusts were deemed to be interested in all the interests held
by Fribourg Enterprises, LLC. Fribourg Enterprises, LLC controlled 2.44%
of Contigroup Companies Inc and wholly controlled Fribourg Grandchildren
Family L.P, which directly controlled 49.33% interests of Contigroup
Companies Inc. Under the SFO, Fribourg Enterprises, LLC was deemed to
be interested in all the interests held by Fribourg Grandchildren Family L.P,
which was deemed to be interested in all the interests held by Contigroup
Companies Inc. The Robert's Declaration, Paul's Declaration, Nadine's
Declaration, Charles’ Declaration and Caroline's Agreement owned 3.93%,
5.84%, 5.23%, 4.97%, and 4.92% of the interests in Contigroup Companies

Inc.
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300,000 e » HFFEARE RN E A
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B EXFEEEN BE_T—+F+ A
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Contigroup Companies Inc. wholly controlled Continental Enterprises Ltd,
which was interested in 5.90% shares of the Company. Under the SFO,
Contigroup Companies Inc. was deemed to be interested in all the shares

held by Continental Enterprises Ltd.

The Trusts jointly held their interests in the Company. Fribourg Charles
Arthur, Sosland Morton Irvin and Fribourg Paul Jules also jointly held their

interests in the Company.

The Company was informed by Continental Enterprises Ltd. that it changed
its name to “Continental Capital Limited” on 2 November 2011, and that the
number of shares in the Company held by it has increased from 59,700,029
to 60,000,029 since it acquired 300,000 shares in the Company in 2012

through the exercise of share option(s).

Save as disclosed above, as at 31 December 2017, no person,

other than the Directors and chief executive of the Company

whose interests are set out in the section “Directors’ and chief

executive's interests and short positions in shares, underlying

shares and debentures” above, had notified the Company of an

interest or short position in the shares or underlying shares of the

Company that was required to be recorded pursuant to Section
336 of the SFO.
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1. BREAERAKEWMEEZES:

2. BRFEERBRREUELEZEER
BEEEXF

3. BRRELAAKRALEZESE:
4. BRERERAKERLEZES
I L 52 )
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ATETETRERS  BER -

(1) ARFNREERBERAKEREE
REBAREBUIMOHE AT (KKK
WAERHBEA) (BRIMNEE]) - &
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The following Directors are directors/employees of a company

which had an interest or short position in the shares and

underlying shares of the Company which would fall to be disclosed

to the Company under the provisions of Divisions 2 and 3 of Part
XV of the SFO:

Mr. Han Chia-Yin is a director of Great Wall Enterprise;

Mr. Han Chia-Yau is a director and the chairman of the board
of the directors of Great Wall Enterprise;

Mr. Harn Jia-Chen is a director of Great Wall Enterprise;

Mr. Chao Tien-Shin is a director of Great Wall Enterprise;

CONNECTED TRANSACTIONS

During the year, the Group carried out a number of connected

transactions with the following connected persons (as defined in

the Listing Rules), namely:

(1)

Great Wall Enterprise (being the ultimate controlling
shareholder of the Company) and its subsidiaries (being
associates of Great Wall Enterprise) excluding the Group
(the “Excluded Group”); and

Marubeni Corporation (“Marubeni”, being a substantial
shareholder of a non wholly-owned subsidiary of the
Company) and RAL(FE)ERAR] (“Marubeni PRC”) (a
subsidiary of Marubeni) and subsidiaries of Marubeni PRC
(all being associates of Marubeni).
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Report of the Directors

The Group conducted the following continuing connected

transactions (other than those exempted from the annual

reporting requirements under Chapter 14A of the Listing Rules)

during the year ended 31 December 2017:

(a)

On 7 May 2015, the Company (for itself and on behalf
of other members of the Group) and Great Wall
Enterprise (for itself and on behalf of other members of
the Excluded Group) entered into the master purchase
(renewal) agreement (“GWE Master Purchase (Renewal)
Agreement”) for a fixed duration of 3 years starting from
1 January 2016. The GWE Master Purchase (Renewal)
Agreement stipulates, in summary terms, that (among
others) (i) the Group shall purchase and the Excluded Group
shall sell products on a non-exclusive basis in accordance
with written quotations or orders to be agreed between
the relevant member of the Group (as the buyer) and that
of the Excluded Group (as the supplier) from time to time
during the said duration; (ii) such written quotations and
orders shall be governed by the terms and conditions of the
GWE Master Purchase (Renewal) Agreement; (iii) prices of
the products shall be agreed on an arms’ length basis and
on normal commercial terms or better and within the range
of fair price prevailing on the market of the same or similar
products in the PRC; and (iv) prices for the products shall
be settled by the relevant member of the Group within 60
days after receiving the relevant invoice(s). Products which
may be purchased by the Group under the GWE Master
Purchase (Renewal) Agreement include flour, coated flour
and fermented soybean meal. In addition to the pricing
terms provided in the GWE Master Purchase (Renewal)
Agreement, the Group also adopted a set of internal
policies to determine the prices and terms of the purchases
contemplated thereunder, the details of which, together
with other information regarding the GWE Master Purchase
(Renewal) Agreement, are set out in the Company's
announcement and circular dated 7 May 2015 and 11 June
2015 respectively.
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During the year under review, the total value of products
purchased by the Group from the Excluded Group under the
GWE Master Purchase (Renewal) Agreement amounts to
approximately RMB14,975 thousand. The Directors confirm
that the Group has followed the said pricing terms and
policies when determining the price and terms of those
purchases.

On 7 May 2015, the Company (for itself and on behalf of
other members of the Group) and Great Wall Enterprise
(for itself and on behalf of other members of the Excluded
Group) entered into the master supply (renewal) agreement
("GWE Master Supply (Renewal) Agreement”) for a fixed
duration of 3 years starting from 1 January 2016. The GWE
Master Supply (Renewal) Agreement stipulates, in summary
terms, that (among others) (i) the Group shall supply and
the Excluded Group shall purchase products on a non-
exclusive basis in accordance with written quotations or
orders to be agreed between the relevant member of the
Group (as the supplier) and that of the Excluded Group (as
the buyer) from time to time during the said duration; (ii)
such written quotations and orders shall be governed by the
terms and conditions of the GWE Master Supply (Renewal)
Agreement; (iii) prices of the products shall be agreed by
reference to the cost of production for such products and
using the same price determination basis adopted by the
relevant member of the Group from time to time for sale of
the same or similar products to its other customers who are
independent third parties; and (iv) prices for the products
shall be settled by the relevant member of the Excluded
Group within 60 days after receiving the relevant invoice(s).
Products which may be supplied by the Group under the
GWE Master Supply (Renewal) Agreement include aquatic
animal feed products and fresh meat products. In addition
to the pricing terms provided in the GWE Master Supply
(Renewal) Agreement, the Group also adopted a set of
internal policies to determine the prices and terms of
the sales contemplated thereunder, the details of which,
together with other information regarding the GWE Master
Supply (Renewal) Agreement, are set out in the Company’s
announcement and circular dated 7 May 2015 and 11 June
2015 respectively.



REBEFEEN  REBRRERXKRR
THE(ES) BEmRIIMNEREED
ERBEEHNHARKE28,496F T °
A% R EREE - B8R FalE B IER
KBUER o

RZZE—AFAALH ARAFR(RE
AEPREAKREEMKERR) H
AAFBE(REAGEAKRENER
AIVERE(ZZ—RFEDR) B
Z (WA EBE (B =) @ BE
BRA=F BA_T—R"F—HF—H
o AATBE (BH) a0 R a
ERE (B 835 ()AL B R S H5RE M
MATEEEREREASEAREK
BRABUERE ) BAAHEEE (F
REEE)ERAUCEEE(EH) W
FR LB TRREENEL - UIE
BREEHEER (PIIARER  RE
By Ol R FRR) ¢ (i) ZFEMER
BN FEELHE —RIBREND
ERRHE LEMARKBUERE
RAEPETSERNQFERBER
K(iv)ZFEmNRERENLFTE
SEEBKRERARREAZSREBE
YHEBANRXNER®R BAXEE
BRAKBRARNR - BRALEEE (&
H) 190 38 PR E O SE B ARSRSN - AN E
TR —ENBPBUR - ABEALLE
BEEM) HHEE TRETHREDN
ERRER - B CEREMAR
MAEBE (EH) HANER) #RA
ARBABMR-ZE—AFEA+HNA
fh o

EFEERE

Report of the Directors

During the year under review, the total value of products sold
by the Group to the Excluded Group under the GWE Master
Supply (Renewal) Agreement amounts to approximately
RMB28,496 thousand. The Directors confirm that the
Group has followed the said pricing terms and policies when
determining the price and terms of those sales.

On 7 May 2015, the Company (for itself and on behalf of
other members of the Group) and Marubeni PRC (together
with its subsidiaries the “Marubeni PRC Group”) (for itself
and on behalf of its subsidiaries) entered into the master
purchase (renewal 2015) agreement (EBE (ZZE—H
FEH) %) ("Marubeni Master Purchase (Renewal)
Agreement”) for a fixed duration of 3 years starting from 1
January 2016. The Marubeni Master Purchase (Renewal)
Agreement stipulates, in summary terms, that (among
others) (i) the Group agrees to purchase and the Marubeni
PRC Group agrees to sell products (such as soybean
powder, mixed powder, oil, and condiment) on a non-
exclusive basis in accordance with contracts to be made
between the relevant member of the Group (as the buyer)
and that of the Marubeni PRC Group (as the supplier) from
time to time during the said duration under the Marubeni
Master Purchase (Renewal) Agreement; (ii) prices of the
products shall be agreed on an arms’ length basis and on
normal commercial terms or better and within the range
of fair price prevailing on the market of the same or similar
products in the PRC; and (iv) prices for the products shall
be paid by the relevant member of the Group after the
delivery of the products by the relevant member of the
Marubeni PRC Group in accordance with the relevant
contract made in respect of such purchases. In addition to
the pricing terms provided in the Marubeni Master Purchase
(Renewal) Agreement, the Group also adopted a set of
internal policies to determine the prices and terms of the
purchases contemplated thereunder, the details of which,
together with other information regarding the Marubeni
Master Purchase (Renewal) Agreement, are set out in the
Company’s announcement dated 7 May 2015.
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During the year under review, the total value of products
purchased by the Group from the Marubeni PRC Group
under the Marubeni Master Purchase (Renewal) Agreement
amounts to approximately RMB2,736 thousand. The
Directors confirm that the Group has followed the said
pricing terms and policies when determining the price and
terms of those purchases.

On 7 May 2015, the Company (for itself and on behalf of
other members of the Group) and Marubeni entered into
the master supply (renewal 2015) agreement (“Marubeni
Master Supply (Renewal) Agreement”) for a fixed duration
of 3 years starting from 1 January 2016. The Marubeni
Master Supply (Renewal) Agreement stipulates, in summary
terms, that (among others) (i) the Group agrees to supply
to Marubeni food related products under written purchase
orders placed pursuant to the Marubeni Master Supply
(Renewal) Agreement by Marubeni from time to time during
the said duration; (ii) prices of the products shall be agreed
by reference to the cost of production for such products and
using the same price determination basis as that adopted by
the relevant member of the Group from time to time for sale
of the same or similar products to its other customers who
are independent third parties; and (iii) prices of the products
shall be paid by Marubeni, upon acceptance of the products
tendered in conformity with the purchase order placed by
Marubeni, within the period and manner as laid down in the
said purchase order. In addition to the pricing terms provided
in the Marubeni Master Supply (Renewal) Agreement, the
Group also adopted a set of internal policies to determine the
prices and terms of the sales contemplated thereunder, the
details of which, together with other information regarding
the Marubeni Master Supply (Renewal) Agreement, are set
out in the Company’s announcement dated 7 May 2015.

During the year under review, the total value of products
sold by the Group to Marubeni under the Marubeni Master
Supply (Renewal) Agreement amounts to approximately
RMB197,032 thousand. The Directors confirm that the
Group has followed the said pricing terms and policies when
determining the price and terms of those sales.
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Report of the Directors

Save as disclosed above, there are no other connected
transactions which require disclosure in the annual report in
accordance with Chapter 14A of the Listing Rules.

The Directors confirmed that the Company has complied with the
disclosure requirements in accordance with Chapter 14A of the
Listing Rules during the year.

The independent non-executive Directors of the Company have
confirmed that the above-mentioned continuing connected
transactions were entered into: (i) in the ordinary and usual course
of the Group's business; (i) either on normal commercial terms or
on terms no less favourable to the Group than those available to
or from independent third parties; and (iii) in accordance with the
terms of the respective agreements governing such transactions
on terms that were fair and reasonable and in the interests of the
shareholders of the Company as a whole.

The auditor of the Company has reviewed the above-mentioned
continuing connected transactions pursuant to rule 14A.56 of
the Listing Rules and advised the Board in writing with a copy
provided to the Stock Exchange that nothing has come to its
attention that causes it to believe that such transactions: (i) have
not been approved by the Board; (ii) were not, in all material
respects, in accordance with the pricing polices of the Group
where the transactions involve the provisions of goods or services
by the Group; (iii) were not entered into, in all material respects,
in accordance with the relevant agreements governing such
transactions; and (iv) have exceeded the cap set by the Company.

PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES

During the year, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company's listed
securities.
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MAJOR CUSTOMERS AND SUPPLIERS

The aggregate sales attributable to the Group’s five largest
customers in 2017 and 2016 accounted for less than 30% of the
total sales of the Group. The aggregate purchases attributable to
the Group’s five largest suppliers accounted for less than 30%
of total purchases for both years ended 31 December 2017 and
2016.

None of the Directors, their close associates or any shareholders
(which to the knowledge of the Directors own more than 5% of
the Company'’s issued shares) had any interest in the five largest
customers or suppliers.

EMOLUMENT POLICY

The emolument policy of the Group is set up by its human
resources department and seeks to provide remuneration
packages on the basis of the merit, qualifications and competence
of the employees.

The emoluments of the Directors and senior management of
the Company will be reviewed by the Remuneration Committee,
having regard to factors including the Group’s operating results,
responsibilities required of the Directors and senior management
and comparable market information.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors of the Company as at
the latest practicable date prior to the publication of this annual
report (i.e. 20 April 2018), the Company has maintained the
prescribed public float under the Listing Rules.
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Report of the Directors

MANAGEMENT CONTRACTS

No contract, other than service contracts with directors or full-time
employees of the Company, by which a person undertakes the
management and administration of the whole or any substantial
part of any business of the Company was entered into or in force
during 2017.

PERMITTED INDEMNITY PROVISIONS

Pursuant to the Company's articles of association, every director
of the Company shall be indemnified and secured harmless out
of the assets of the Company from and against all actions, costs,
charges, losses, damages and expenses which they or any of
them shall or may incur or sustain by reason of any act done,
concurred in or omitted in or about the execution of their duty or
supposed duty in their respective offices except such (if any) as
they shall incur or sustain through their own fraud or dishonesty.
Such provisions were in force during 2017 and remained in force
as of the date of this report.

FIVE YEARS FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out in page 280 of the
annual report.

AUDITORS

KPMG as the Company’s auditors, will retire and, being eligible,
offer themselves for re-appointment at the forthcoming AGM. A
resolution for the re-appointment of KPMG as the auditors of the
Company is to be proposed at the forthcoming AGM.

On behalf of the Board
Han Jia-Hwan
Chairman

Hong Kong, 20 March 2018
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Independent auditor’s report to the shareholders of DaChan
Food (Asia) Limited

(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of DaChan
Food (Asia) Limited (“the Company”) and its subsidiaries (“the
Group”) set out on pages 115 to 275, which comprise the
consolidated statement of financial position as at 31 December
2017, the consolidated income statement, the consolidated
statement of comprehensive income, the consolidated statement
of changes in equity and the consolidated cash flows statement
for the year then ended and notes to the consolidated financial
statements, including a summary of significant accounting

policies.

In our opinion, the consolidated financial statements give a
true and fair view of the consolidated financial position of the
Group as at 31 December 2017 and of its consolidated financial
performance and its consolidated cash flows for the year then
ended in accordance with International Financial Reporting
Standards (“IFRSs”) issued by International Accounting Standards
Board (“IASB") and have been properly prepared in compliance
with the disclosure requirements of the Hong Kong Companies
Ordinance.
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Independent Auditor’s Report

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards
on Auditing ("“HKSAs") issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA"). Our responsibilities
under those standards are further described in the Auditor’s
responsibilities for the audit of the consolidated financial
statements section of our report. We are independent of the
Group in accordance with the HKICPA’s Code of Ethics for
Professional Accountants (“the Code"”) together with any ethical
requirements that are relevant to our audit of the consolidated
financial statements in the Cayman Islands, and we have fulfilled
our other ethical responsibilities in accordance with these
requirements and the Code. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis

for our opinion.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on
these matters.
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Assessing potential impairment of property, plant and

equipment

Refer to note 13 to the consolidated financial statements and the

accounting policies on page 191.

The Key Audit Matter

As at 31 December 2017,
the Group held property,
plant and equipment
with a carrying value
of RMB1,532,875,000
which was used in the
Group's chicken meat,
processed food and feed
producing operations.

As certain business
units recorded a net
loss for the past few
years,
considered that indicators
of potential impairment
of property, plant and
equipment attributable

management

to these business units
existed and performed an
assessment to determine
the recoverable amounts
of the related property,
plant and equipment as at
that date.

How the matter was addressed in

our audit

Our audit procedures to assess
potential impairment of property,
plant and equipment included the
following:

o evaluating management’s
processes and procedures for
the identification of indicators
of potential impairment
of property, plant and
equipment;

° evaluating management's
identification of CGUs and
the allocation of assets to
each CGU and management's
methodology adopted in the
preparation of the discounted
cash flow forecasts with
reference to the requirements
of the prevailing accounting
standards;

° evaluating the key
assumptions adopted
by management in their
preparation of the discounted
cash flow forecasts, including
revenue growth rates and
profit margin ratios, by
comparing with the financial
budgets which were
approved by the directors, our
understanding, experience
and knowledge of the Group's
businesses and future
business plans;
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The Key Audit Matter

Management estimated
the recoverable amounts
of property, plant and
equipment using the
value in use model by
preparing discounted
cash flow forecasts for
the separately identifiable
cash-generating units
(“"CGUs") to which
the property, plant and
equipment had been
allocated and comparing
the net present value
with the carrying values
of property, plant and
equipment to determine
whether the impairment
recognised in prior years
should be reversed
or whether additional

impairment was required.

The preparation of
discounted cash flow
forecasts involves the
exercise of significant
management judgement,
in particular in forecasting
revenue growth rates and
profit margin ratios and in
determining appropriate
discount rates.

B BB IR
Independent Auditor’s Report

How the matter was addressed in

our audit

° comparing revenue, cost of
sales and other operating
expenses included in
discounted cash flow
forecasts prepared in the
prior year with the current
year's performance to assess
the accuracy of the prior
year's forecasts and making
enquiries of management
as to the reasons for any
significant variations identified
and whether these had been
considered in current year's
forecasts;

o engaging our internal
valuation specialists to assess
whether the discount rates
applied in the discounted
cash flow forecasts were
within the range adopted by
other companies in the same
industry;
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The Key Audit Matter

We identified assessing
potential impairment
of property, plant and
equipment as a key
audit matter because of
the inherent uncertainty
involved in forecasting
future cash flows, in
particular in respect of
revenue growth rates,
profit margin ratios,
and the discount rates
applied, which could
be subject to potential
management bias.

How the matter was addressed in

our audit

performing sensitivity
analyses of the key
assumptions adopted in
the discounted cash flow
forecasts, including the
revenue growth rates,
profit margin ratios, and the
discount rates, to evaluate
the impact on the headroom
for each CGU and assessing
the impact of changes in
the key assumptions to
the conclusions reached
and whether there are any
indicators of management

bias; and

considering the disclosures
in the consolidated financial
statements in respect of the
impairment assessment,
including key sensitivities,
with reference to the
requirements of the prevailing

accounting standards.
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INFORMATION OTHER THAN THE
CONSOLIDATED FINANCIAL STATEMENTS
AND AUDITOR’S REPORT THEREON

The directors are responsible for the other information. The other
information comprises all the information included in the annual
report, other than the consolidated financial statements and our

auditor’s report thereon.

Our opinion on the consolidated financial statements does not
cover the other information and we do not express any form of

assurance conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our
knowledge obtained in the audit or otherwise appears to be

materially misstated.

If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we
are required to report that fact. We have nothing to report in this

regard.

RESPONSIBILITIES OF THE DIRECTORS
FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

The directors are responsible for the preparation of the
consolidated financial statements that give a true and fair view
in accordance with IFRSs issued by the IASB and the disclosure
requirements of the Hong Kong Companies Ordinance and for
such internal control as the directors determine is necessary to
enable the preparation of consolidated financial statements that
are free from material misstatement, whether due to fraud or

error.
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In preparing the consolidated financial statements, the directors
are responsible for assessing the Group's ability to continue as a
going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless
the directors either intend to liquidate the Group or to cease

operations, or have no realistic alternative but to do so.

The directors are assisted by the Audit Committee in discharging
their responsibilities for overseeing the Group's financial reporting

process.

AUDITOR’S RESPONSIBILITY FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. This report is
made solely to you, as a body, and for no other purpose. We do
not assume responsibility towards or accept liability to any other
person for the contents of this report.

Reasonable assurance is a high level of assurance but is not a
guarantee that an audit conducted in accordance with HKSAs
will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken
on the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgement and maintain professional scepticism
throughout the audit. We also:
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Independent Auditor’s Report

Identify and assess the risks of material misstatement of
the consolidated financial statements, whether due to fraud
or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations

or the override of internal control.

Obtain an understanding of internal control relevant to the
audit in order to design audit procedures that are appropriate
in the circumstances but not for the purpose of expressing
an opinion on the effectiveness of the Group's internal
control.

Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the directors.

Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant
doubt on the Group's ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to the
related disclosures in the consolidated financial statements
or, if such disclosures are inadequate, to modify our opinion.
Our conclusions are based on the audit evidence obtained up
to the date of our auditor’s report. However, future events
or conditions may cause the Group to cease to continue as
a going concern.

Evaluate the overall presentation, structure and content
of the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and
events in a manner that achieves fair presentation.
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KREEEmR (M) AR T DaChan Food (Asia) Limited

o Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities
within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain

solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among
other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide the Audit Committee with a statement that
we have complied with relevant ethical requirements regarding
independence and communicate with them all relationships and
other matters that may reasonably be thought to bear on our

independence and, where applicable, related safeguards.

From the matters communicated with the Audit Committee,
we determine those matters that were of most significance in
the audit of the consolidated financial statements of the current
period and are therefore the key audit matters. We describe these
matters in our auditor’s report unless law or regulation precludes
public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences
of doing so would reasonably be expected to outweigh the public
interest benefits of such communication.

The engagement partner on the audit resulting in this independent
auditor’s report is Yeung Ka Chun.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

20 March 2018



ReREx
Consolidated income statement

BEZ—+F+-A=+—RILFEBIHERN  UAARETFTZ7))

for the year ended 31 December 2017 (Expressed in thousands of Renminbi unless otherwise stated)

Firsr “E—tF ZTRE
Note 2017 2016
gl Turnover 4 8,507,477 8,124,053
HERA Cost of sales (7,691,535) (7,369,543)
E| Gross profit 815,942 754,510
EMEEARBER Change in fair value of biological
SERHERA assets less costs to sell 2,028 (512)
BRABENSERRER Fair value of agricultural produce on
initial recognition 16(d) 9,556 14,113
REERHERER Reversal of fair value of agricultural
MAERA A EE produce due to sales and disposals 16(d) (8,498) (14,016)
Hipe WA Other operating income 5 13,142 31,561
Hit% (B18) /et Other net (loss)/gain 5 (14,595) 72,520
ak:= 12 Distribution costs (399,313) (384,471)
ZGib Administrative expenses (261,452) (280,735)
KR Profit from operations 156,810 192,970
iy ihd Finance costs 6(a) (42,183) (44,852)
RS ARZRAREE Share of losses of equity-accounted
investees (1,313) (2,196)
BRBLAT SR Profit before taxation 6 113,314 145,922
FrfEt Income tax 7 (21,445) (28,5673)
EREF Profit for the year 91,869 117,349
THIALREL Attributable to:
ARAIRE Equity shareholders of the Company 29,120 53,899
IR ER Non-controlling interests 62,749 63,450
FREF Profit for the year 91,869 117,349
BREF Earnings per share
—HK - Basic " RMB 0.0287 RMB 0.0532
AK#0.02877T AR#¥0.05327C
—# - Diluted " RMB 0.0287 RMB 0.0531
AR#0.02877T AR¥0.05317C

F1238 2 F275 AN AR B REK A

AR ©

statements.

—Z—tFF 3R Annual Report 2017

The notes on pages 123 to 275 form part of these financial

{

115



FezEkaR

1 Consolidated statement of comprehensive income

BEZ—tF+-A=+—RLFEBEHERIN  UARBTTZ))

for the year ended 31 December 2017 (Expressed in thousands of Renminbi unless otherwise stated)

Bisx —E—+F ZTRF
Note 2017 2016
FERRF Profit for the year 91,869 117,349
FREMEARE Other comprehensive income
for the year
HignssHnt [tem that may be reclassified
ZEmCEE ¢ subsequently to profit or loss:
BHER =5 Exchange differences on translation 10 15,842 (16,404)
FRHEMmEENE Other comprehensive income
for the year 15,842 (16,404)
FREEKREHE Total comprehensive income
for the year 107,711 100,945
THALRER Attributable to:
RRAFIRE Equity shareholders of the
Company 51,601 31,315
IR S Non-controlling interests 56,110 69,630
FREAKRREE Total comprehensive income
for the year 107,711 100,945
F123BEF275EMM AR IRz The notes on pages 123 to 275 form part of these financial
BEBS e statements.
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FeMBERRAE
Consolidated statement of financial position ‘

RZZB—tF+=A=+—R(KRISEHEHI  AAREFTZ5)

at 31 December 2017 (Expressed in thousands of Renminbi unless otherwise stated)

Bt s —E—+F —T—RF
Note 2017 2016
FRBEE Non-current assets
BEE&EE Fixed assets 13
—WE - BE KRR — Property, plant and equipment 1,341,398 1,175,531
—TENHEERIE — Lease prepayments 191,477 189,374
RIEZ ARSI AREDR  Interests in equity-accounted investees 15 58,747 85,169
HtIERB & mEE Other non-current financial assets 1,948 1,948
FIENIBE E Deferred tax assets 25(c) 28,134 29,551
AU [l K ERFTE Long-term tax recoverable 18 90,806 91,508
HibIEmeh & E Other non-current assets 10,111 13,053
1,722,621 1,586,134
MENEE Current assets
FE Inventories 16 892,039 939,174
EVEE Biological assets 9,677 5,797
EUE SR Trade receivables 17 396,412 385,222
H b fE WK IE R TR RIE Other receivables and prepayments 18 451,480 416,269
BHeMREEEY Cash and cash equivalents 19 526,568 327,539
2,276,176 2,074,001
REBEE Current liabilities
BB SRR Trade payables 20 701,696 601,357
H b FE(5RIE Other payables 21 529,459 462,926
B Provisions 22 3,719 6,776
ATEEE Interest-bearing borrowings 23 300,740 560,147
FERARE Dividend payables - 14,221
FE TS HL Income tax payable 25(a) 2,209 9,355
1,537,823 1,654,782
RENEEFE Net current assets 738,353 419,219
EERBERABAE Total assets less current liabilities 2,460,974 2,005,353

F123BEF275 BN AR BTz A
B e

The notes on pages 123 to 275 form part of these financial
statements.
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RaMBRAR
Consolidated statement of financial position
R=Z—ta+=A=+—R(BREEB - UARETTZ7)

at 31 December 2017 (Expressed in thousands of Renminbi unless otherwise stated)

P s —E—+F ZE—RF
Note 2017 2016
FRBEE Non-current liabilities
FTEEE Interest-bearing borrowings 23 600,072 243,636
FIEMIBRE Deferred tax liabilities 25(c) 336 322
600,408 243,958
EEFE Net assets 1,860,566 1,761,395
B #E Capital and reserves
A& Share capital 26(c) 97,920 97,920
i Reserves 26(d) 923,857 901,466
RE & Retained profit 519,369 489,729
RARRRELER Total equity attributable to equity
ZRERBE shareholders of the Company 1,541,146 1,489,115
FEERR R Non-controlling interests 319,420 272,280
EEE Total equity 1,860,566 1,761,395

CHEESN _Z—/\F=ZA-F+HH#AER Approved and authorised for issue by the board of directors on 20

BT - March 2018.
BRE =E
Han Jia-Hwan Han Chia-Yin
E HITEE
Chairman Executive director

F123BEF275EMM AR S HREAAE The notes on pages 123 to 275 form part of these financial

A EB(D © statements.
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Consolidated statement of changes in equity ‘

BEZ—+F+-A=+—RILFEBIHERN  UAARETFTZ7))

for the year ended 31 December 2017 (Expressed in thousands of Renminbi unless otherwise stated)

KOARRESL
Attributable to equity shareholders of the Company
HRHAER
Wi
Share- FEhEE
BE REGE BERE SRR TRE ENRE  beed EEET Non- EEHE

Share  Share Redemption ~ Merger Statutory Translation payment Retained if controlling  Total
capital premium  reserve  reserve reserves reserve reserve  profits  Total interests  equity
(Wi (Moo (bt (W2e (s (W26  (Witos

k3 ) i) 6 6D i) ()

Note (note  (note  (note  (note  (note  (note (note
260c) 26(il) 26l 26(ei) 26l 26(ellivl)  26)iv)

RoE-tE-R-AfER  Balanceat 1 January 2017 97920 582303  (2854) 396004 92,053 (169.947) 3847 489729 1489115 272,280 1,761,3%
Epgi Profit for the year - - - - - - - 110 9120 62749 91869
Et2ENG (Other comprehensive income 10 - - - - -0 - - DM (66%9) 1580
ERRENREE Total comprehensive income

for the year - - - - - - 29120 51601 56110 107,71
IEREENRARMNRS  Eouity-setfled sharebased

payment transactions yl - (08 2018 - - - 13000 520 80 - 430
HiREREE Capital contrbution from

non-controling interests - - - - - - - - - W8 U
SRFERIEDRS Dividends approved n respect

of the previous year 260) - - - - - - - - - (B35 (2351
AZE-tETZR Belance at
=t-BhEH 31 Decerber 2017 97920 581,49 (836) 396,004 92053 (147466) 2547 519369 1541146 319420 1,860,566

F123BEF275 BN AR BTz A The notes on pages 123 to 275 form part of these financial
A& D © statements.
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FeEaERE
Consolidated statement of changes in equity
BE-T—+t5t-A=+—RILFERE (BIEEIIN - LARBTFTL3))

for the year ended 31 December 2017 (Expressed in thousands of Renminbi unless otherwise stated)

ROFRRRE
Attrbutable to equity Shareholders of the Company
PHLE:
HfiEE
S HhEs
BE BhEE  EEBE AMRE fERE BAREE  beed  EREN Nov  E&EE
Share  Snare Redemption  Meroer  Statutory Tranation  payment  Retained A contoling Total
captd premum resene  reseve  resenves  fesene  resene piofits Totdl  interests  equity
(e (W (e Ok (e (i (B
fit ) A ) A1 1) 1) )
Note fote ot ot Mot Pt ot [note
) 26000 il 260 26006 B 26
AZE-NE-A-RNER  Balance at 1 January 2016 97502 585,046 00 36064 908 (147363 2877 428933 1455531 248990 1,704,521
Epg Profitfor the year - - - - - - - B3890 B3890 63460 117349
Efg2Aka Other comprehensive income 10 - - - - - (5 - - (258 6180 (16404
EMRENREE Total comprehensive income
forthe year - - - - - (258 - 53899 3315 69630 10094
ERENAE Equity reclassification M8 1% (5229 - - - B 6897 - - -
IEREENRARARS  Eouity-settled sharebesed
payment transactions yli - (586) 1,949 - - - 906 - -2
FihEsta Capital contribution from
non-controlling interests - - - - - - - - - 46%  46%
HAREERENRE Dividends approved n respect
of the previous year 26(0) - - - - - - - - - (61,035 (51,039)
S g Balance at 31 December 2016
=T-ANEH 9790 582303 (85 306064 9208 (16947 3847 489729 1489115 272,280 1,761,390

The notes on pages 123 to 275 form part of these financial
statements.
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FeARERER

Consolidated cash flow statement

BEZ—+F+-A=+—RILFEBIHERN  UAARETFTZ7))

for the year ended 31 December 201 7 (Expressed in thousands of Renminbi unless otherwise stated)

Fiex —E—+F —T—RF
Note 2017 2016
KEEH Operating activities
KRR AR A Profit before taxation 113,314 145,922
BATSIHFE - Adjustments for:
—SYEEAAEED — Change in fair value of biological
SERIEENA assets less costs to sell (2,028) 512
— S EREERN AR EE — Fair value of agricultural produce on
initial recognition 16(d) (9,556) (14,113)
—HEERHERER — Reversal of fair value of agricultural
RN AR (EE produce due to sales and disposals 16(d) 8,498 14,016
— LR ABR2R A RS - Share of losses of equity-accounted
investees 1,313 2,196
— BB A R — Gain on disposal of associates 5 (9,200) =
—HER#H - Depreciation and amortisation 13 143,732 144,889
- HERTEEEEFE - Net loss on disposal of fixed assets 5 7,090 3,681
—EEEEREREE — Impairment reversed on fixed assets 5 (7,291) (34,316)
—EWE SERFREEERE - Net impairment loss on trade
receivables 17(b) 3,245 11,099
—FEMR — Write-down of inventories 16(b) 11,981 3,550
— BB S HOR - Reversal of write-down of inventories 16(b) (2,471) (1,948)
—F B — Interest income 5 (4,018) (3,535)
—FMEFX — Interest expense 6(a) 42,183 44,852
—DEREENRHZHR - Equity-settled share-based payment
transactions 6(b) 430 2,269
—[BEXERTFE - Net foreign exchange difference 43,397 (28,403)
EEESHIHIKERERE Operating cash flows before changes
in working capital 340,619 290,671
FERL,/ () Decrease/(increase) in inventories 38,683 (105,240)
EYEEEN Increase in biological assets (1,852) (2,068)
FEWE FERF N EhEUGKTEE N Increase in trade and other receivables (54,792) (85,390)
ENESERRAMBENTEEM  Increase in trade and other payables 7 115512 125075
RETHRERSE Cash generated from operations 438,170 223,048
BB Income tax paid 25(a) (27,074) (35,128)
RETHESREFE Net cash generated from operating
activities 411,096 187,920

F123BEF275 BN AR BRI A

statements.

The notes on pages 123 to 275 form part of these financial
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Consolidated cash flow statement
HE-T—+F+-A=+—ALEE (BISEE - UARETT25)

for the year ended 31 December 2017 (Expressed in thousands of Renminbi unless otherwise stated)

Bisx —E—+F ZTRF
Note 2017 2016

REEE Investing activities
EUHIE Interest received 4,018 3,635
REETEEMNR Payment for purchases

of fixed assets (283,411) (128,229)
HERBTEEEMSTIA Proceeds from disposal

of fixed assets 13,739 41,912
HEERARSIRARMEHIEA Proceeds from disposal of

equity-accounted investees 48,000 36,976
RiER AR ARIEE Investment in equity-accounted

investees (6,000) (8,323)
RETEHMARESFHE Net cash used in investing

activites (223,654) (64.129)
METH Financing activities
ERFE Interest paid (42,373) (46,573)
BEARE Dividends paid (37,472) (70,404)
e B S HIE Proceeds from new borrowings 2,033,484 735,783
BEEE Repayment of borrowings (1,949,759) (959,879)
REMEBA R IR Capital contributions from

HEEARTE non-controlling equity owners

of subsidiaries 14,281 -

METEAE(FTA) Net cash generated from/(used in)
Be T financing activites 18161 | (341,073)
BeRBESEEEM/ Net increase/(decrease) in cash
(RD) F5 and cash equivalents 205,603 (207,282)

RENZBERBELEEY Cash and cash equivalents

at beginning of the year 327,539 530,151
ERSEHNTE Effect of foreign exchange

rate changes (6,574) 4,670
RERZBERBELZEEY Cash and cash equivalents

at the end of the year 19 526,568 327,539

F123BEF 275 B MK AR EHRENAE The notes on pages 123 to 275 form part of these financial

KEBSD o statements.
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Notes to the Financial Statements

(BRSEHEBI  UARKETITZ7)

(Expressed in thousands of Renminbi unless otherwise stated)

GENERAL INFORMATION

DaChan Food (Asia) Limited (the “Company”) was
incorporated in the Cayman Islands on 18 May 2007 as
an exempted company with limited liability under the
Companies Law, Cap 22 (Law 3 of 1961, as consolidated
and revised) of the Cayman Islands. The Company and its
subsidiaries (collectively referred to as the “Group” and
individually as the “Group entity”) primarily is involved in the
manufacturing and trading of livestock feeds, poultry and
chilled meat and processed food.

The Company publicly offered shares on the Main Board of
The Stock Exchange of Hong Kong Limited on 4 October
2007.

BASIS OF PREPARATION

(a) Statement of compliance

These financial statements have been prepared in
accordance with International Financial Reporting
Standards (“IFRSs”), which collective term includes all
applicable individual International Financial Reporting
Standards, International Accounting Standards
("IASs™) and Interpretations issued by the International
Accounting Standards Board (“IASB"”) and the
disclosure requirements of the Hong Kong Companies
Ordinance. These financial statements also comply
with the applicable disclosure provisions of the Rules
Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”).
A summary of the significant accounting policies
adopted by the Group is set out below.
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Notes to the Financial Statements
(BB HHEMBIN - ARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)
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KREEEmR (M) AR T DaChan Food (Asia) Limited

BASIS OF PREPARATION (continued)

(@

(b)

Statement of compliance (continued)

The IASB has issued certain new and revised IFRSs
that are first effective or available for early adoption
for the current accounting period of the Group and
the Company. Note 2(e) provides information on any
changes in accounting policies resulting from initial
application of these developments to the extent that
they are relevant to the Group for the current and
prior accounting periods reflected in these financial

statements.

Basis of preparation of the financial statements

The consolidated financial statements for the year
ended 31 December 2017 comprise the Company and
its subsidiaries and the Group's interest in associates

and joint ventures.
The measurement basis used in the preparation of the
financial statements is the historical cost except that

the following items:

derivative financial instruments are measured at

fair value; and

biological assets are measured at fair value less
costs to sell.
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Notes to the Financial Statements
(BB HEHMBIN - IARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

2 BASIS OF PREPARATION (continued)

(©)

(@)

Functional and presentation currency

I[tems included in the financial statements of each
entity in the Group are measured using the currency
that best reflects the economic substance of the
underlying events and circumstances relevant to
that entity (“functional currency”). The consolidated
financial statements are presented in Renminbi
("RMB") (“presentation currency”), which is different
from the functional currency of the Company. The
Company'’s functional currency is United Stated dollars
("USD"). The functional currency of those subsidiaries
in People's Republic of China (“PRC"”) and Vietnam
is RMB and Vietnamese Dong, respectively. As its
principal subsidiaries are located in PRC, the directors
of the Company consider that it is appropriate to
present the consolidated financial statements in
RMB. All financial information presented in RMB has
been rounded to the nearest thousand except when
otherwise indicated.

Use of estimates and judgements

The preparation of financial statements in conformity
with I[FRSs requires management to make
judgements, estimates and assumptions that affect
the application of accounting policies and reported
amounts of assets, liabilities, income and expenses.

Actual results may differ from these estimates.

The estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which
the estimates are revised and in any future periods
affected.
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Notes to the Financial Statements
(BB HHEMBIN - ARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)
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2

BASIS OF PREPARATION (continued)

(@)

Use of estimates and judgements (continued)

Judgements made by management in the application
of IFRSs that have significant effect on the financial
statements and major sources of estimation

uncertainty are disclosed in note 31.

Changes in accounting policies

The IASB has issued a number of amendments to
IFRSs that are first effective for the current accounting
period of the Group. None of these developments
have had a material effect on how the Group's results
and financial position for the current or prior periods
have been prepared or presented. However, additional
disclosure has been included in note 19 to satisfy
the new disclosure requirements introduced by the
amendments to IAS 7, Statement of cash flows:
Disclosure initiative, which require entities to provide
disclosures that enable users of financial statements
to evaluate changes in liabilities arising from financing
activities, including both changes arising from cash

flows and non-cash changes.

The Group has not applied any new standard or
interpretation that is not yet effective for the current

accounting period.
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Notes to the Financial Statements
(BB HEHMBIN - IARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES

Except for the changes explained in Note 2(e), the Group

has consistently applied the following accounting policies

to all periods presented in these consolidated financial

statements.

(a) Basis of consolidation

®

Business combinations

The Group accounts for business combinations
using the acquisition method when control is
transferred to the Group (see note 3(a)(ii)). The
consideration transferred in the acquisition is
generally measured at fair value, as are the
identifiable net assets acquired. Any goodwill
that arises is tested annually for impairment.
Any gain on a bargain purchase is recognised
in income statement immediately. Transaction
costs are expensed as incurred, except if related
to the issue of debt or equity securities.

The consideration transferred does not include
amounts related to the settlement of pre-existing
relationships. Such amounts are generally

recognised in income statement.

Any contingent consideration payable is
measured at fair value at the acquisition date.
If the contingent consideration is classified as
equity, then it is not remeasured and settlement
is accounted for within equity. Otherwise,
subsequent changes in the fair value of the
contingent consideration are recognised in

income statement.
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Notes to the Financial Statements
(BBHEPI - UARETT2)

(Expressed in thousands of Renminbi unless otherwise stated)
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KRB (ZEM) BFR2AF DaChan Food (Asia) Limited

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(@)

Basis of consolidation (continued)

@)

(it)

Business combinations (continued)

If share-based payment awards (replacement
awards) are required to be exchanged for awards
held by the acquiree’s employees (acquiree’s
awards), then all or a portion of the amount of
the acquirer’s replacement awards is included
in measuring the consideration transferred in
the business combination. This determination
is based on the market-based measure of the
replacement awards compared with the market-
based measure of the acquiree’s awards and the
extent to which the replacement awards relate to

pre-combination service.

Subsidiaries and non-controlling interests

Subsidiaries are entities controlled by the
Group. The Group controls an entity when it is
exposed, or has rights, to variable returns from
its involvement with the entity and has the ability
to affect those returns through its power over
the entity. When assessing whether the Group
has power, only substantive rights (held by the

Group and other parties) are considered.
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Notes to the Financial Statements
(BB HEHMBIN - IARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

3 FEGFHEOR (8) 3 SIGNIFICANT ACCOUNTING POLICIES

(continued)
(a) HRATALHE (4H) (a) Basis of consolidation (continued)
(i) Mg 4 Al 2 T R E (i) Subsidiaries and non-controlling interests
(%) (continued)
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An investment in a subsidiary is consolidated
into the consolidated financial statements from
the date that control commences until the
date that control ceases. Intra-group balances,
transactions and cash flows and any unrealised
profits arising from intra-group transactions are
eliminated in full in preparing the consolidated
financial statements. Unrealised losses resulting
from intra-group transactions are eliminated in
the same way as unrealised gains but only to the
extent that there is no evidence of impairment.

Non-controlling interests represent the equity in
a subsidiary not attributable directly or indirectly
to the Company, and in respect of which the
Group has not agreed any additional terms with
the holders of those interests which would result
in the Group as a whole having a contractual
obligation in respect of those interests that
meets the definition of a financial liability. For
each business combination, the Group can elect
to measure any non-controlling interests either
at fair value or at the non-controlling interests’
proportionate share of the subsidiary’'s net

identifiable assets.
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Notes to the Financial Statements
(BB HHEMBIN - ARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

(@)

Basis of consolidation (continued)

(it)

Subsidiaries and non-controlling interests

(continued)

Non-controlling interests are presented
in the consolidated statement of financial
position within equity, separately from equity
attributable to the equity shareholders of the
Company. Non-controlling interests in the
results of the Group are presented on the face
of the consolidated income statement and
the consolidated statement of comprehensive
income as an allocation of the total profit or
loss and total comprehensive income for the
year between non-controlling interests and the
equity shareholders of the Company. Loans
from holders of non-controlling interests and
other contractual obligations towards these
holders are presented as financial liabilities in the
consolidated statement of financial position in
accordance with notes 3(j) or (k) depending on
the nature of the liability.

Changes in the Group’s interests in a subsidiary
that do not result in a loss of control are
accounted for as equity transactions, whereby
adjustments are made to the amounts of
controlling and non-controlling interests within
consolidated equity to reflect the change in
relative interests, but no adjustments are made

to goodwill and no gain or loss is recognised.
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Notes to the Financial Statements
(BB HEHMBIN - IARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

3  SIGNIFICANT ACCOUNTING POLICIES
(continued)

(a) Basis of consolidation (continued)

(i)

(iti)

Subsidiaries and non-controlling interests

(continued)

When the Group loses control of a subsidiary, it is
accounted for as a disposal of the entire interest
in that subsidiary, with a resulting gain or loss
being recognised in profit or loss. Any interest
retained in that former subsidiary at the date
when control is lost is recognised at fair value
and this amount is regarded as the fair value on
initial recognition of a financial asset (see note
3(a)(iv)) or, when appropriate, the cost on initial
recognition of an investment in an associate or

joint venture (see note 3(a)(iii).

In the Company’s statement of financial position,
an investment in a subsidiary is stated at cost
less impairment losses (see note 3(e)(ii)), unless
the investment is classified as held for sale (or
included in a disposal group that is classified as

held for sale).

Associates and joint ventures

An associate is an entity in which the Group
or Company has significant influence, but not
control or joint control, over its management,
including participation in the financial and

operating policy decisions.
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(BB HHEMBIN - ARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)
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KREEEmR (M) AR T DaChan Food (Asia) Limited

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(@)

Basis of consolidation (continued)

(iii)  Associates and joint ventures (continued)

A joint venture is an arrangement whereby
the Group or Company and other parties
contractually agree to share control of the
arrangement, and have rights to the net assets of

the arrangement.

An investment in an associate or a joint venture
is accounted for in the consolidated financial
statements under the equity method, unless
it is classified as held for sale (or included in
a disposal group that is classified as held for
sale). Under the equity method, the investment
is initially recorded at cost, adjusted for any
excess of the Group’s share of the acquisition-
date fair values of the investee's identifiable net
assets over the cost of the investment (if any).
Thereafter, the investment is adjusted for the
post acquisition change in the Group's share of
the investee's net assets and any impairment
loss relating to the investment (see notes 3(e)
(i). Any acquisition-date excess over cost, the
Group's share of the post-acquisition, post-tax
results of the investees and any impairment
losses for the year are recognised in the
consolidated income statement, whereas the
Group’s share of the post-acquisition post-tax
items of the investees’ other comprehensive
income is recognised in the consolidated
statement of comprehensive income.
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Notes to the Financial Statements
(BB HEHMBIN - IARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Basis of consolidation (continued)

(iii)  Associates and joint ventures (continued)

When the Group's share of losses exceeds its
interest in the associate or the joint venture, the
Group's interest is reduced to nil and recognition
of further losses is discontinued except to
the extent that the Group has incurred legal
or constructive obligations or made payments
on behalf of the investee. For this purpose,
the Group's interest is the carrying amount
of the investment under the equity method
together with the Group’s long-term interests
that in substance form part of the Group's net

investment in the associate or the joint venture.

Unrealised profits and losses resulting from
transactions between the Group and its
associates and joint venture are eliminated
to the extent of the Group's interest in the
investee, except where unrealised losses
provide evidence of an impairment of the asset
transferred, in which case they are recognised

immediately in profit or loss.
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(Expressed in thousands of Renminbi unless otherwise stated)
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KRB (ZEM) BFR2AF DaChan Food (Asia) Limited

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(@)

Basis of consolidation (continued)

(iii)  Associates and joint ventures (continued)

If an investment in an associate becomes an
investment in a joint venture or vice versa,
retained interest is not remeasured. Instead, the
investment continues to be accounted for under
the equity method.

In all other cases, when the Group ceases to
have significant influence over an associate or
joint control over a joint venture, it is accounted
for as a disposal of the entire interest in that
investee, with a resulting gain or loss being
recognised in profit or loss. Any interest
retained in that former investee at the date
when significant influence or joint control is lost
is recognised at fair value and this amount is
regarded as the fair value on initial recognition of
a financial asset (see note 3(a)(iv)).

In the Company’s statement of financial position,
investments in associates and joint venture are
stated at cost less impairment losses (see note
3(e)(ii)), unless classified as held for sale (or
included in a disposal group that is classified as

held for sale).
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(Expressed in thousands of Renminbi unless otherwise stated)

3 BEEFHBOR (8) 3 SIGNIFICANT ACCOUNTING POLICIES
(continued)
(a) HRATALHE (4H) (a) Basis of consolidation (continued)

(v) WIRABFHIEAb1EE

(iv)  Other investments in equity securities
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The Group's and the Company’s policies for
investments in equity securities, other than
investments in subsidiaries, associates and joint

ventures, are as follows:

Investments in equity securities are initially
stated at fair value, which is their transaction
price unless it is determined that the fair value
at initial recognition differs from the transaction
price and that fair value is evidenced by a quoted
price in an active market for an identical asset
or liability or based on a valuation technique
that uses only data from observable markets.
Cost includes attributable transaction costs,
except where indicated otherwise below. These
investments are subsequently accounted for as
follows, depending on their classification:

Investments in securities held for trading are
classified as current assets. Any attributable
transaction costs are recognised in profit or loss
as incurred. At the end of each reporting period
the fair value is remeasured, with any resultant
gain or loss being recognised in profit or loss.
The net gain or loss recognised in profit or loss
does not include any dividends earned on these

investments.
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Notes to the Financial Statements
(BB HHEMBIN - ARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)
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KREEEmR (M) AR T DaChan Food (Asia) Limited

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(@)

Basis of consolidation (continued)

(iv)  Other investments in equity securities (continued)

Investments in securities which do not fall
into any of the above categories are classified
as available-for-sale securities. At the end
of each reporting period the fair value is
remeasured, with any resultant gain or loss being
recognised in other comprehensive income and
accumulated separately in equity in the fair value
reserve. As an exception to this, investments in
equity securities that do not have a quoted price
in an active market for an identical instrument
and whose fair value cannot otherwise be reliably
measured are recognised in the statement of
financial position at cost less impairment losses

(see note 3(e)(ii)).

When the investments are derecognised or
impaired (see note 3(e)(ii)), the cumulative gain
or loss recognised in equity is reclassified to
profit or loss. Investments are recognised/
derecognised on the date the Group commits to

purchase/sell the investments or they expire.
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Notes to the Financial Statements
(BB HEHMBIN - IARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

3  SIGNIFICANT ACCOUNTING POLICIES
(continued)

(b)

Property, plant and equipment

Items of property, plant and equipment are measured
at cost less accumulated depreciation and any

accumulated impairment losses (see note 3(e)).

Cost includes expenditure that is directly attributable
to the acquisition of the asset. The cost of self-

constructed assets includes the following:

- the cost of materials and direct labour;

- any other costs directly attributable to bringing
the assets to a working condition for their

intended use;

- when the Group has an obligation to remove
the asset or restore the site, an estimate of the
costs of dismantling and removing the items and
restoring the site on which they are located; and
capitalised borrowing costs (see note 3(t)).

Any gain or loss on disposal of an item of property,
plant and equipment (calculated as the difference
between the net proceeds from disposal and the
carrying amount of the item) is recognised in profit and

loss.
Subsequent expenditure is capitalised only when it is

probable that the future economic benefits associated

with the expenditure will flow to the Group.
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Notes to the Financial Statements
(BBHEHBIN - UARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)
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KREEEmR (M) AR T DaChan Food (Asia) Limited
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

(b)

Property, plant and equipment (continued)

Depreciation is calculated to write off the cost of items
of property, plant and equipment, less their estimated
residual values, if any, using the straight-line method

over their estimated useful lives as follows:

Buildings 2-25 years
Plant and machinery 10-12 years
Furniture, fittings and equipment b-6 years
Motor vehicles 4-5 years

Where parts of an item of property, plant and
equipment have different useful lives, the cost of the
item is allocated on a reasonable basis between the
parts and each part is depreciated separately. Both the
useful life of an asset and its residual value, if any, are
reviewed annually.

Construction in progress represents office buildings,
various infrastructure projects under construction
and equipment pending installation, and is measured
at cost less impairment losses (see note 3(e)). Cost
comprises direct costs of construction and the initial
estimate, where relevant, of the costs of dismantling
and removing the item and restoring the site on which
it is located during the periods of construction and
installation. Capitalisation of these costs ceases and
the construction in progress is transferred to fixed
assets when the asset is substantially ready for its
intended use, notwithstanding any delays in the issue
of the relevant commissioning certificates by the
relevant authorities.
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Notes to the Financial Statements
(BB HEHEIBIN - UARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(b)

(©)

Property, plant and equipment (continued)

No depreciation is provided in respect of construction
in progress until it is completed and ready for its

intended use.

Lease

An arrangement, comprising a transaction or a series
of transactions, is or contains a lease if the Group
determines that the arrangement conveys a right to
use a specific asset or assets for an agreed period of
time in return for a payment or a series of payments.
Such a determination is made based on an evaluation
of the substance of the arrangement and is regardless
of whether the arrangement takes the legal form of a
lease.

Leases are classified as finance leases whenever the
terms of the lease transfer substantially all the risks
and rewards of ownership to the lessee. All other

leases are classified as operating leases.

(i)  The Group as lessor

Rental income from operating leases is
recognised on a straight-line basis over the term
of the relevant lease. Initial direct costs incurred
in negotiating and arranging an operating lease
are added to the carrying amount of the leased
asset and recognised on a straight-line basis over

the lease term.
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Notes to the Financial Statements
(BBHEPI - UARETT2)

(Expressed in thousands of Renminbi unless otherwise stated)
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KRB (ZEM) BFR2AF DaChan Food (Asia) Limited

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(©)

(d)

Lease (continued)

(i) The Group as leasee

Where the Group has the use of assets held
under operating leases, payments made under
the leases are charged to profit or loss in equal
instalments over the accounting periods covered
by the lease term, except where an alternative
basis is more representative of the pattern of
benefits to be derived from the leased asset.
Lease incentives received are recognised in
income statement as an integral part of the
aggregate net lease payments made. Contingent
rentals are charged to profit or loss in the

accounting period in which they are incurred.

Lease prepayments

Lease prepayments represent the purchase costs of
land use rights and are amortised on a straight-line
basis over the period of land use rights. Land use rights
are carried at cost less accumulated amortisation and

impairment losses (see note 3(e)).



MR RMEE

Notes to the Financial Statements
(BBHEPI - UARETT25)

(Expressed in thousands of Renminbi unless otherwise stated)

3 BEEEHBOR (8) 3 SIGNIFICANT ACCOUNTING POLICIES
(continued)
(e) HAEMAM (¢) Impairment of assets
() JEAC T 55 Bk K H A WL (i) Impairment of trade and other receivables

S Vet (e

REERGERE RS Trade and other receivables that are stated at

B B B R A AN S A 5 cost or amortised cost are reviewed at the end

AR AR FE I E 5 BR 3K of each reporting period to determine whether

K E At FE U FRIE - LARTE there is objective evidence of impairment.

EEEEENREZE - Objective evidence of impairment includes

BEZEBEEBEE T observable data that comes to the attention of

SIEASEBEEN —IHK the Group about one or more of the following

ZHEBEBEFEHZEBH loss events:

®:

- BEBABLEEKRHK —  significant financial difficulty of the debtor;
R

— EBABAREEEK - it becoming probable that the debtor
EITHEMBPEES will enter bankruptcy or other financial
& reorganisation; and

— By W5 BB - significant changes in the technological,
ERRIBHRERE market, economic or legal environment
R EBAEETF that have an adverse effect on the debtor.

By 48R
FE o

— = — 43R Annual Report 2017 11



142

RAF5 0 R B B

Notes to the Financial Statements
(BBHEPI - UARETT2)

(Expressed in thousands of Renminbi unless otherwise stated)
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KRB (ZEM) BFR2AF DaChan Food (Asia) Limited

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(e)

Impairment of assets (continued)

@)

Impairment of trade and other receivables

(continued)

If any such evidence exists, the impairment
loss is measured as the difference between the
asset’s carrying amount and the present value of
estimated future cash flows, discounted at the
financial asset’s original effective interest rate
(i.e. the effective interest rate computed at initial
recognition of these assets), where the effect
of discounting is material. This assessment
is made collectively where these financial
assets share similar risk characteristics, such
as similar past due status, and have not been
individually assessed as impaired. Future cash
flows for financial assets which are assessed for
impairment collectively are based on historical
loss experience for assets with credit risk
characteristics similar to the collective group.

If in a subsequent period the amount of an
impairment loss decreases and the decrease
can be linked objectively to an event occurring
after the impairment loss was recognised, the
impairment loss is reversed through profit or
loss. A reversal of an impairment loss shall not
result in the asset’s carrying amount exceeding
that which would have been determined had no

impairment loss been recognised in prior years.
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Notes to the Financial Statements
(BB HEHMBIN - IARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

3  SIGNIFICANT ACCOUNTING POLICIES
(continued)

(e) Impairment of assets (continued)

@

(i)

Impairment of trade and other receivables

(continued)

Impairment losses are written off against
the corresponding assets directly, except for
impairment losses recognised in respect of
trade debtors and bills receivable included within
trade and other receivables, whose recovery is
considered doubtful but not remote. In this case,
the impairment losses for doubtful debts are
recorded using an allowance account. When the
Group is satisfied that recovery is remote, the
amount considered irrecoverable is written off
against trade debtors and bills receivable directly
and any amounts held in the allowance account
relating to that debt are reversed. Subsequent
recoveries of amounts previously charged to
the allowance account are reversed against
the allowance account. Other changes in the
allowance account and subsequent recoveries
of amounts previously written off directly are

recognised in income statement.

Impairment of other assets

Internal and external sources of information are
reviewed at the end of each reporting period to
identify indications that the following assets may
be impaired or an impairment loss previously
recognised no longer exists or may have
decreased:
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Notes to the Financial Statements
(BBHEBI - UARETT25)

(Expressed in thousands of Renminbi unless otherwise stated)
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KRB (ZEM) BFR2AF DaChan Food (Asia) Limited

3  SIGNIFICANT ACCOUNTING POLICIES
(continued)

(e) Impairment of assets (continued)
(ii)  Impairment of other assets (continued)
- property, plant and equipment;
— lease prepayments;

- investments in subsidiaries; and

- interest in associates and joint ventures.

If any such indication exists, the asset’s
recoverable amount is estimated.

- Calculation of recoverable amount

The recoverable amount of an asset is
the greater of its fair value less costs of
disposal and value in use. In assessing
value in use, the estimated future cash
flows are discounted to their present value
using a pre-tax discount rate that reflects
current market assessments of the time
value of money and the risks specific to the
asset. Where an asset does not generate
cash inflows largely independent of those
from other assets, the recoverable amount
is determined for the smallest group
of assets that generates cash inflows

independently (i.e. a cash-generating unit).
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Notes to the Financial Statements
(BB HEHEIBIN - UARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Impairment of assets (continued)

(ii)  Impairment of other assets (continued)

Recognition of impairment losses

An impairment loss is recognised in
income statement if the carrying amount
of an asset, or the cash-generating unit to
which it belongs, exceeds its recoverable
amount. Impairment losses recognised
in respect of cash-generating units are
allocated to reduce the carrying amount
of the other assets in the unit (or group
of units) on a pro rata basis, except that
the carrying value of an asset will not be
reduced below its individual fair value less
costs of disposal (if measurable) or value in

use (if determinable).

Reversals of impairment losses

An impairment loss is reversed if there has
been a favourable change in the estimates
used to determine the recoverable

amount.

A reversal of an impairment loss is
limited to the asset’s carrying amount
that would have been determined had no
impairment loss been recognised in prior
years. Reversals of impairment losses are
credited to profit or loss in the year in which

the reversals are recognised.
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Notes to the Financial Statements
(BBHEHBIN - UARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)
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KREEEmR (M) AR T DaChan Food (Asia) Limited

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(e)

®

Impairment of assets (continued)

(iii)  Interim financial reporting and impairment

Under the Listing Rules, the Group is required to
prepare an interim financial report in compliance
with IAS 34, Interim financial reporting, in
respect of the first six months of the financial
year. At the end of the interim period, the
Group applies the same impairment testing,
recognition, and reversal criteria as it would at
the end of the financial year (see note 3(e)(i) and
(ii)).

Biological assets and agricultural produce

Biological assets are stated at fair value less costs
to sell, with any resultant gain or loss recognised
in income statement. Costs to sell are incremental
costs directly attributable to the disposal of an
asset excluding financial cost, income tax and costs
necessary to get the assets to market. The fair value
of livestock is determined based on the current market
price of livestock of similar age, breed and genetic
merit.

Agricultural produce, which comprises broiler breeder
eggs is initially measured at its fair value less costs
to sell at the point of lay. The fair value of agricultural
produce is determined based on market prices in the
local area, any resultant gain or loss recognised in

income statement.
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Notes to the Financial Statements
(BB HEHEIBIN - UARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

3  SIGNIFICANT ACCOUNTING POLICIES
(continued)

(@

Inventories

Inventories are stated at the lower of cost and net
realisable value.

Cost is calculated using the weighted average cost
formula and comprises all costs of purchase, costs of
conversion and other costs incurred in bringing the

inventories to their present location and condition.

Agricultural produce is included under inventories
at its fair value less costs to sell at the point of lay
in accordance with note 3(f), subsequently included
under inventory and stated at the lower of cost and net

realisable value.

Net realisable value is the estimated selling price in the
ordinary course of business less the estimated costs
of completion and the estimated costs necessary to
make the sale.

When inventories are sold, the carrying amount of
those inventories is recognised as an expense in the
period in which the related revenue is recognised.
The amount of any write-down of inventories to
net realisable value and all losses of inventories are
recognised as an expense in the period the write-
down or loss occurs. The amount of any reversal of any
write-down of inventories is recognised as a reduction
in the amount of inventories recognised as an expense

in the period in which the reversal occurs.
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(BBHEPI - UARETT2)

(Expressed in thousands of Renminbi unless otherwise stated)
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KREEEmR (M) AR T DaChan Food (Asia) Limited

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(h)

Trade and other receivables

Trade and other receivables are initially recognised
at fair value and thereafter stated at amortised cost
using the effective interest method, less allowance for
impairment of doubtful debts (see note 3(e)), except
where the receivables are interest-free loans made
to related parties without any fixed repayment terms
or the effect of discounting would be immaterial. In
such cases, the receivables are stated at cost less
allowance for impairment of doubtful debts.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank
and on hand, demand deposits with banks and
other financial institutions, and short-term, highly
liquid investments that are readily convertible into
known amounts of cash and which are subject to an
insignificant risk of changes in value, having been
within three months of maturity at acquisition. Bank
overdrafts that are repayable on demand and form
an integral part of the Group’s cash management
are also included as a component of cash and cash
equivalents for the purpose of the consolidated cash

flow statement.
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Notes to the Financial Statements
(BB HEHMBIN - IARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

3  SIGNIFICANT ACCOUNTING POLICIES
(continued)

@

()

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially
at fair value less attributable transaction costs.
Subsequent to initial recognition, interest-bearing
borrowings are stated at amortised cost with any
difference between the amount initially recognised
and redemption value being recognised in income
statement over the period of the borrowings, together
with any interest and fees payable, using the effective
interest method.

Trade and other payables

Trade and other payables are initially recognised at fair
value and thereafter stated at amortised cost, except
where the payables are interest-free loans from related
parties without any fixed repayment terms or the
effect of discounting would be immaterial, in which

case they are stated at cost.
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(Expressed in thousands of Renminbi unless otherwise stated)
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KRB (ZEM) BFR2AF DaChan Food (Asia) Limited

SIGNIFICANT ACCOUNTING POLICIES
(continued)

U]

Financial instruments

@)

Non-derivative financial assets and financial

liabilities — recognition and derecognition

The Group initially recognises loans and
receivables and debt securities issued on
the date when they are originated. All other
financial assets and financial liabilities are initially
recognised on the trade date.

The Group's financial assets include cash and
cash equivalents, trade and other receivables,
and amounts due from related parties. Financial
assets are derecognised when the rights to
receive cash flows from the assets expire or, the
financial assets are transferred and the Group
has transferred substantially all the risks and
rewards of ownership of the financial assets. On
derecognition of a financial asset, the difference
between the asset’s carrying amount and the
sum of the consideration received is recognised
in income statement.
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Notes to the Financial Statements
(BB HEHMBIN - IARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

3  SIGNIFICANT ACCOUNTING POLICIES
(continued)

() Financial instruments (continued)

@

(ii)

Non-derivative financial assets and financial
liabilities — recognition and derecognition

(continued)

Financial liabilities of the Group include interest-
bearing borrowings, trade and other payables,
and amounts due to related parties. Financial
liabilities are derecognised when the obligation
specified in the relevant contract is discharged,
cancelled or expired. The difference between
the carrying amount of the financial liability
derecognised and the consideration paid is
recognised in income statement.

Derivative financial instruments

Derivative financial instruments are recognised
initially at fair value on trade date. At the
end of each reporting period the fair value is
remeasured. The gain or loss on remeasurement
to fair value is recognised immediately in income

statement.
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KREEEmR (M) AR T DaChan Food (Asia) Limited

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(m) Share capital

()

Ordinary shares

Incremental costs directly attributable to the issue of
ordinary shares, net of any tax effects, are recognised
as a deduction from equity.

Redemption and reissue of ordinary shares

When shares recognised as equity are repurchased,
the amount of the consideration paid, which includes
directly attributable costs, net of any tax effects, is
recognised as a deduction from equity. Repurchased
shares are classified as treasury shares and are
presented in the redemption reserve. \WWhen treasury
shares are sold or reissued subsequently, the amount
received is recognised as an increase in equity, and
the resulting surplus or deficit on the transaction is
presented within share premium.

Employee benefits

(i)  Short term employee benefits and contributions to

defined contribution retirement plans

Salaries, annual bonuses, paid annual leave,
contributions to defined contribution retirement
plans and the cost of non-monetary benefits
are accrued in the year in which the associated
services are rendered by employees. Where
payment or settlement is deferred and the effect
would be material, these amounts are stated at
their present values.
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Notes to the Financial Statements
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(Expressed in thousands of Renminbi unless otherwise stated)

3  SIGNIFICANT ACCOUNTING POLICIES
(continued)

(n) Employee benefits (continued)

@

(i)

Short term employee benefits and contributions to

defined contribution retirement plans (continued)

Contributions to appropriate local defined
contribution retirement schemes pursuant to
the relevant labour rules and regulations are

recognised as an expense when they are due.

Share-based payments

The fair value of share options granted to
employees is recognised as an employee cost
with a corresponding increase in share-based
payment reserve within equity. The fair value
is measured at grant date using the binomial
lattice model, taking into account the terms and
conditions upon which the options were granted.
Where the employees have to meet vesting
conditions before becoming unconditionally
entitled to the options, the total estimated fair
value of the options is spread over the vesting
period, taking into account the probability that
the options will vest.
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KREEEmR (M) AR T DaChan Food (Asia) Limited

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(n)

Employee benefits (continued)

(it)

(iti)

Share-based payments (continued)

During the vesting period, the number of share
options that is expected to vest is reviewed.
Any adjustment to the cumulative fair value
recognised in prior years is charged/credited
to the profit or loss for the year of the review,
unless the original employee expenses qualify
for recognition as an asset, with a corresponding
adjustment to the share-based payment reserve.
On vesting date, the amount recognised as an
expense is adjusted to reflect the actual number
of options that vest (with a corresponding
adjustment to the share-based payment
reserve) except where forfeiture is only due
to not achieving vesting conditions that relate
to the market price of the Company’s shares.
The equity amount is recognised in the share-
based payment reserve until either the option
is exercised (when it is transferred to the share
premium account) or the option expires (when it

is released directly to retained profits).

Termination benefits

Termination benefits are recognised at the earlier
of when the Group can no longer withdraw the
offer of those benefits and when it recognises
restructuring costs involving the payment of
termination benefits.
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Notes to the Financial Statements
(BB HEHEIBIN - UARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

3  SIGNIFICANT ACCOUNTING POLICIES
(continued)

(0)

Income tax

Income tax for the year comprises current tax and
movements in assets and liabilities. Current tax and
movements in deferred tax assets and liabilities are
recognised in the income statement except to the
extent that they relate to items recognised in other
comprehensive income or directly in equity, in which
case the relevant amounts of tax are recognised in
other comprehensive income or directly in equity,

respectively.

Current tax is the expected tax payable on the taxable
income for the year, using tax rates enacted or
substantively enacted at the end of reporting period,
and any adjustment to tax payable in respect of

previous years.

Deferred tax assets and liabilities arise from deductible
and taxable temporary differences respectively, being
the differences between the carrying amounts of
assets and liabilities for financial reporting purposes
and their tax bases. Deferred tax assets also arise from

unused tax losses and unused tax credits.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

(0)

Income tax (continued)

Apart from certain exceptions, all deferred tax
liabilities, and all deferred tax assets to the extent
that it is probable that future taxable profits will be
available against which the asset can be utilised, are
recognised. Future taxable profits that may support
the recognition of deferred tax assets arising from
deductible temporary differences include those
that will arise from the reversal of existing taxable
temporary differences, provided those differences
relate to the same taxation authority and the same
taxable entity, and are expected to reverse either in the
same period as the expected reversal of the deductible
temporary difference or in periods into which a tax
loss arising from the deferred tax asset can be carried
back or forward. The same criteria are adopted when
determining whether existing taxable temporary
differences support the recognition of deferred tax
assets arising from unused tax losses and credits,
that is, those differences are taken into account if
they relate to the same taxation authority and the
same taxable entity, and are expected to reverse in a
period, or periods, in which the tax loss or credit can be
utilised.
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Notes to the Financial Statements
(BB HEHIBIN - UARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

3  SIGNIFICANT ACCOUNTING POLICIES
(continued)

()

Income tax (continued)

The limited exceptions to recognition of deferred tax
assets and liabilities are those temporary differences
arising from the initial recognition of assets or liabilities
that affect neither accounting nor taxable profit
(provided they are not part of a business combination),
and temporary differences relating to investments in
subsidiaries to the extent that, in the case of taxable
differences, the Group controls the timing of the
reversal and it is probable that the differences will not
reverse in the foreseeable future, or in the case of
deductible differences, unless it is probable that they

will reverse in the future.

The amount of deferred tax recognised is measured
based on the expected manner of realisation or
settlement of the carrying amount of the assets and
liabilities, using tax rates enacted or substantively
enacted at the end of the reporting period. Deferred
tax assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is
reviewed at the end of each reporting period and is
reduced to the extent that it is no longer probable that
sufficient taxable profits will be available to allow the
related tax benefit to be utilised. Any such reduction is
reversed to the extent that it becomes probable that
sufficient taxable profits will be available.

Additional income taxes that arise from the distribution
of dividends are recognised when the liability to pay

the related dividends is recognised.
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3

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(0)

Income tax (continued)

Current tax balances and deferred tax balances, and
movements therein, are presented separately from
each other and are not offset. Current tax assets are
offset against current tax liabilities, and deferred tax
assets against deferred tax liabilities, if the Company
or the Group has the legally enforceable right to set off
current tax assets against current tax liabilities and the
following additional conditions are met:

= in the case of current tax assets and liabilities,
the Company or the Group intends either to
settle on a net basis, or to realise the asset and
settle the liability simultaneously; or

- in the case of deferred tax assets and liabilities,
if they relate to income taxes levied by the same

taxation authority on either:

- the same taxable entity; or

- different taxable entities, which, in each
future period in which significant amounts
of deferred tax liabilities or assets are
expected to be settled or recovered, intend
to realise the current tax assets and settle
the current tax liabilities on a net basis or

realise and settle simultaneously.
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Notes to the Financial Statements
(BB HEHEIBIN - UARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

3  SIGNIFICANT ACCOUNTING POLICIES
(continued)

(p)

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain
timing or amount when the Group or the Company
has a present legal or constructive obligation arising
as a result of a past event, and it is probable that an
outflow of economic benefits will be required to settle
the obligation and a reliable estimate can be made.
Where the time value of money is material, provisions
are stated at the present value of the expenditure
expected to settle the obligation.

A provision for onerous contracts is measured at
the present value of the lower of the expected cost
terminating the contract and the expected net cost
of continuing with the contract. Before a provision is
established, the Group recognises any impairment loss
on the assets associated with that contract (see note
3(e)(ii)).

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

is remote.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

()]

Revenue recognition

Revenue is measured at the fair value of the
consideration received or receivable. Provided it is
probable that the economic benefits will flow to the
Group and the revenue and costs, if applicable, can
be measured reliably, revenue is recognised in the

income statement as follows:

(i)  Sale of goods

Revenue is recognised when goods are delivered
at the customers’ premises which is taken to
be the point in time when the customer has
accepted the goods and the related risks and
rewards of ownership. Revenue excludes value
added tax (“VAT") or other sales taxes and is

after deduction of any trade discounts.

(ii)  Interest income

Interest income is recognised as it accrues using

the effective interest method.
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Notes to the Financial Statements
(BB HEHIBIN - UARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

3  SIGNIFICANT ACCOUNTING POLICIES
(continued)

(q) Revenue recognition (continued)

(iii)  Government grants

()

Government grants are recognised in the
statement of financial position initially when
there is reasonable assurance that they will be
received and that the Group will comply with
the conditions attaching to them. Grants that
compensate the Group for expenses incurred are
recognised as income in the income statement
on a systematic basis in the same periods
in which the expenses are incurred. Grants
that compensate the Group for the cost of an
asset are deducted from the carrying amount
of the asset and consequently are effectively
recognised in the income statement over the
useful life of the asset by way of reduced

depreciation expense.

Rental income from operating leases

Rental income receivable under operating
leases is recognised in the income statement
in equal instalments over the periods covered
by the lease term, except where an alternative
basis is more representative of the pattern of
benefits to be derived from the use of the leased
asset. Lease incentives granted are recognised
in income statement as an integral part of the
aggregate net lease payments receivable.
Contingent rentals are recognised as income in

the accounting period in which they are earned.
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KRB (ZEM) BFR2AF DaChan Food (Asia) Limited

SIGNIFICANT ACCOUNTING POLICIES
(continued)

()]

(r)

Revenue recognition (continued)

(v)  Management fees

Management fees income is recognised when

the related services are rendered.

Foreign currencies

@)

Foreign currency transactions

Transactions in foreign currencies are translated
to the respective functional currencies of Group
entities at exchange rates at the dates of the

transactions.

Monetary assets and liabilities denominated
in foreign currencies are retranslated to the
functional currency at the exchange rate at
the reporting date. Non-monetary assets and
liabilities that are measured at fair value in a
foreign currency are translated to the functional
currency at the exchange rate when the fair value
was determined. Foreign currency differences
are generally recognised in income statement.
Non-monetary items that are measured based
on historical cost in a foreign currency are not

translated.
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Notes to the Financial Statements
(BB HEHEIBIN - UARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

3  SIGNIFICANT ACCOUNTING POLICIES
(continued)

(r) Foreign currencies (continued)

@

(i1)

Foreign currency transactions (continued)

However, foreign currency differences arising
from the translation of the following items are

recognised in other comprehensive income:

- available-for-sale equity investments
(except on impairment, in which case
foreign currency differences that have
been recognised in other comprehensive

income are reclassified to profit or loss);

- a financial liability designated as a hedge of
the net investment in a foreign operation to

the extent that the hedge is effective; or

- qualifying cash flow hedges to the extent
that the hedges are effective.

Foreign operations

The assets and liabilities of foreign operations,
including goodwill and fair value adjustments
arising on acquisition, are translated into RMB
at exchange rates at the reporting date. The
income and expenses of foreign operations,
excluding foreign operations in hyperinflationary
economies, are translated into RMB at the

exchange rates at the dates of the transactions.
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KRB (ZEM) BFR2AF DaChan Food (Asia) Limited

SIGNIFICANT ACCOUNTING POLICIES
(continued)

()

Foreign currencies (continued)

(i)  Foreign operations (continued)

Foreign currency differences are recognised in
other comprehensive income, and accumulated
in the translation reserve, except to the extent
that the translation difference is allocated to non-

controlling interests.

When a foreign operation is disposed of in its
entirety or partially such that control, significant
influence or joint control is lost, the cumulative
amount in the translation reserve related to
that foreign operation is reclassified to profit
or loss as part of the gain or loss on disposal.
If the Group disposes of part of its interest
in a subsidiary that retains control, then the
relevant proportion of the cumulative amount is
reattributed to non-controlling interests. When
the Group disposes of only part of an associate or
joint venture while retaining significant influence
or joint control, the relevant proportion of the
cumulative amount is reclassified to profit or
loss.

If the settlement of a monetary item receivable
from a foreign operation is neither planned nor
likely to occur in the foreseeable future, such
receivables is deemed as a net investment
in that foreign operation. Foreign currency
differences arising from such item are
recognised as “translation reserve” in other

comprehensive income.
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Notes to the Financial Statements
(BB HEHIBIN - UARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

3  SIGNIFICANT ACCOUNTING POLICIES
(continued)

O)

()

Research and development costs

Research and development costs comprise all
costs that are directly attributable to research and
development activities or that can be allocated on a
reasonable basis to such activities. Because of the
nature of the Company’s or the Group's research
and development activities, no development costs
satisfy the criteria for the recognition of such costs
as an asset. Both research and development costs
are therefore recognised as expenses in the period in

which they are incurred.

Borrowing costs

Borrowing costs that are directly attributable to the
acquisition, construction or production of an asset
which necessarily takes a substantial period of time to
get ready for its intended use or sale are capitalised as
part of the cost of that asset. Other borrowing costs

are expensed in the period in which they are incurred.

The capitalisation of borrowing costs as part of the cost
of a qualifying asset commences when expenditure for
the asset is being incurred, borrowing costs are being
incurred and activities that are necessary to prepare
the asset for its intended use or sale are in progress.
Capitalisation of borrowing costs is suspended or
ceases when substantially all the activities necessary
to prepare the qualifying asset for its intended use or
sale are interrupted or completed.
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Notes to the Financial Statements
(BB HHMBIN - UARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

3 BEAFHEOR (8) 3 SIGNIFICANT ACCOUNTING POLICIES
(continued)
(w) BHEAL (u) Related parties
(i) fHERAZ(EZBALZ (i) A person, or a close member of that person’s
M) FE T EE - 8 family, is related to the Group if that person:
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The entity and the Group are members of
the same group (which means that each
parent, subsidiary and fellow subsidiary is
related to the others);

One entity is an associate or joint venture
of the other entity (or an associate or joint
venture of a member of a group of which
the other entity is a member);

Both entities are joint ventures of the same
third party;
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Notes to the Financial Statements
(BB HEHBIN - UARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

3  SIGNIFICANT ACCOUNTING POLICIES
(continued)

(u) Related parties (continued)

(ii)

An entity is related to the Group if any of the

following conditions applies: (continued)

- One entity is a joint venture of a third entity
and the other entity is an associate of the
third entity;

- The entity is a post-employment benefit
plan for the benefit of employees of either

the Group or an entity related to the Group;

- The entity is controlled or jointly controlled
by a person identified in (i).

- A person identified in (i) has significant
influence over the entity or is a member
of the key management personnel of the
entity (or of a parent of the entity).

- The entity, or any member of a group
of which it is a part, provides key
management personnel services to the

Group or to the Group’s parent.

Close members of the family of a person are
those family members who may be expected
to influence, or be influenced by, that person in

their dealings with the entity.
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(BBHEHBIN - UARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)
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3

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(\))

(W)

Earnings per share

The Group presents basic and diluted earnings per
share data for its ordinary shares. Basic earnings
per share is calculated by dividing the profit or loss
attributable to ordinary shareholders of the Company
by the weighted average number of ordinary shares
outstanding during the year, adjusted for own shares
held. Diluted earnings per share is determined by
adjusting the profit or loss attributable to ordinary
shareholders and the weighted average number of
ordinary shares outstanding, adjusted for own shares
held, for the effects of all dilutive potential ordinary
shares, which comprise share options granted to

employees.

Segment reporting

Operating segments, and the amounts of each
segment item reported in the financial statements,
are identified from the financial information provided
regularly to the CEO of the Company for the purposes
of allocating resources to, and assessing the
performance of, the Group's various lines of business

and geographical locations.

Individually material operating segments are not
aggregated for financial reporting purposes unless the
segments have similar economic characteristics and
are similar in respect of the nature of products and
services, the nature of production processes, the type
or class of customers, the methods used to distribute
the products or provide the services, and the nature
of the regulatory environment. Operating segments
which are not individually material may be aggregated

if they share a majority of these criteria.
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(BRSEHEAI - UARKETITZ7)

(Expressed in thousands of Renminbi unless otherwise stated)

4 TURNOVER

The principal activities of the Group include manufacturing
and trading of livestock feeds, poultry and chilled meats and
processed food. The amount of each significant category of
turnover recognised during the year is as follows:

—E—+tF ZE—RF

2017 2016

HEBA Sales of chicken meats 2,382,142 2,172,759
HEBE AR Sales of livestock feeds 4,498,662 4,672,269
HENTR S Sales of processed food 1,626,673 1,279,025

AEENEFPEMRZIT HRATE
FREEAZFHBAAEELERA10%
MEF ARBEFEANEERR
P 2 FHBEHNHTTES0() ©

ERASEEEEEKTEHNEMER
WENAYERERME12 ©

8,507,477 8,124,053

The Group’s customer base is diversified and
includes no customer with whom transactions
have exceeded 10 percent of the Group's
turnover. Details of concentrations of credit risk
arising from the Group's customers are set out in
note 30(a).

Further details regarding the Group's principal

activities are disclosed in note 12 to these
financial statements.
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Notes to the Financial Statements

(BR=EEBI - UARKETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

5 HMBEBBRAREMLSE(E 5 OTHEROPERATING INCOME AND

#), W2k OTHER NET (LOSS)/GAIN
—E—+F ZE—RF
2017 2016
Hibgeg A Other operating income
ZEEMTA Consigned processing income - 24,835
FEUA Interest income 4,018 3,635
B BN Government grants 4,018 1,871
M A Rental income 5,106 1,320
13,142 31,561
HMF (F18) s Other net (loss)/gain
SNE (B518), W as 1A () Net foreign exchange (loss)/gain (i) (37,614) 32,274
HEBEEECBETE Net loss on disposal of fixed assets (7,090) (3,681)
RS B ERE Reversal for provision of onerous
(Ht:£22) contract (note 22) 3,057 5,676
EmITHEE# 2 B # R e Realised gain on commodity
derivative contracts 3,506 1,370
EELEEEE Impairment loss of fixed assets
RIEEE (MaE13) reversed (note13) 7,291 34,316
k=i kN el e Gain on disposal of associates 9,200 =
Hh Others 7,055 2,565
(14,595) 72,520

KRB (ZEM) BFR2AF DaChan Food (Asia) Limited
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REFHEEEANRRRENRE
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Notes to the Financial Statements
(BB HEHIBIN - UARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

5 OTHER OPERATING INCOME AND
OTHER NET (LOSS)/GAIN (continued)

(i)

The Company lent inter-group loans to certain of the
Company's subsidiaries established in the PRC (the
“PRC subsidiaries”) since 2010. The inter-group loans
were denominated in U.S. dollar (“USD") and non-
interest bearing. The PRC subsidiaries translated the
inter-group loans to their functional currencies of RMB
at the exchange rate at the reporting date.

On 30 October 2015, the directors of the Company
approved the inter-group loans form a part of the
Company's net investment in the PRC subsidiaries,
and the settlement of the inter-group loans is neither

planned nor likely to occur in the foreseeable future.

The principal amount of the net investment inter-
group loans was approximately RMB629,243,000 as
at 31 December 2017. Related exchange difference
of RMB17,786,000 (2016: RMB56,576,000) was
recorded as “translation reserve” in the Group's
consolidated statement of financial position, in

accordance with the accounting policy in note (3(r)).
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Notes to the Financial Statements
(BBHEHBIN - UARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

6 BRBLN A 6

BB A M T A F0RR A T B IR B -

PROFIT BEFORE TAXATION

Profit before taxation is arrived at after charging:

—ET—+tF —E—RF
2017 2016
(a) BAFERER (a) Finance costs
ARAFNBEEER Interest on bank borrowings wholly
HIRTTEERE repayable within five years 42,183 44,852
(b) BIRA (b) Staff costs
He I8 88 Salaries, wages, bonuses and
&Kkl other benefits 646,408 600,179
RONERIFTEI R Contributions to retirement schemes 82,454 80,882
AR A E AR (D Equity-settled share-based
XN (HiE24) payment expenses (note 24) 430 2,269
729,292 683,330

REEVESERPE AR FLME
([ E]) B BT EAT & it F R R
S E - AEERNBRBAEEN
BRAETEREMETZET
BEREE S 1218% £20% (=&
—NEF D 18% £20%) KLl
REERRSHER o B Bl gt
AN - N5 B I Tk R B R B AR IR
BRFEEEMEREMF -

KREEEmR (M) AR T DaChan Food (Asia) Limited

The Group is required to participate in pension
schemes organised by the respective municipal
governments of the People’s Republic of China
(the "PRC") whereby the Group is required
to pay annual contributions for PRC based
employees at rates ranging from 18 to 20
percent (2016: 18 to 20 percent) of the standard
wages determined by the relevant authorities in
the PRC during the year. The Group has no other
material obligation for payment of retirement
benefits to the PRC based employees beyond
the annual contributions described above.
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Notes to the Financial Statements
(BB HEHEIBIN - UARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

6 PROFIT BEFORE TAXATION (continued)

(b)

Staff costs (continued)

The Group also operates a Mandatory Provident
Fund Scheme (the “"MPF Scheme”) under the Hong
Kong Mandatory Provident Fund Schemes Ordinance
for employees employed under the jurisdiction of
the Hong Kong Employment Ordinance. The MPF
Scheme is a defined contribution retirement scheme
administered by independent trustees. Under the MPF
Scheme, the Group is required to make contributions
to the scheme at 6 percent (2016: 6 percent) of the
employees’ relevant income and its employees are
required to make contributions to the scheme at 5
percent (2016: 5 percent) of the employees’ relevant
income, subject to a cap of monthly relevant income of
Hong Kong Dollar (“HKD") 30,000 (2016: HKD30,000).
Contributions to the scheme vest immediately.

Contribution made to Malaysia's Employees Provident
Fund is based on 13 percent (2016: 13 percent) of
the eligible employees’ salaries when the salaries is
Malaysia Ringgit (“MYR") 5,000 or below, or based
on 12 percent (2016: 12 percent) of the eligible
employees’ salaries when the salaries is above
MYR5,000.

The Group also made contribution on the statutory
social security and health insurance in Vietnam at 21
percent (2016: 21 percent) of the eligible employees’

salaries.
Save for the above schemes, the Group has no other

material obligation for payment of retirement benefits

beyond the contributions.
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Notes to the Financial Statements
(BBHEPI - UARETT25))

(Expressed in thousands of Renminbi unless otherwise stated)

6  BRBLWIwA) (A1) 6 PROFIT BEFORE TAXATION (continued)
(c) HAw¥H (¢) Other items
—E—+F ZE—RF
2017 2016
ZEET NS Auditors’ remuneration
— % ER — audit services 4,557 4,474
— AR TS - tax services 128 228
4,685 4,702
TR E IR Amortisation of lease prepayments
(Htst13) (note 13) 5,243 5,157
W B K Depreciation of property,
RABITE (M2 13) plant and equipment (note 13) 138,489 139,732
EREREWE 5 R EREE Impairment loss of trade receivables
(H1aE17(b) recognised (note 17(b)) 3,245 11,099
FEMRERFE Net recognise of write-down of
(Hiz# 16(b)) inventory (note 16(b)) 9,510 1,602
KEHEER Operating lease charges
— B R i2s - plant and machinery 24,286 17,623
—H — others 8,142 9,552
RS Research and development costs 3,573 1,894
GFERA * (K12 16(b) Cost of inventories * (note 16(b)) 7.321,954 6,997,102
* GERABEEHEIAA « T8 KE = Cost of inventories includes RMB530,254,000 (2016:

A AR 530,254,000 T( =T —7X
F: AR¥475,136,0007T) - BHELE
TRat AR £SOk HiFE 6(b) BB B B KX
SEHIRAXHSHELSEN -

RMB475,136,000) relating to staff costs, depreciation and
amortisation expenses, which amount is also included in the
respective total amounts disclosed separately above or in note 6(b) for
each of these types of expenses.

174 KEESR (Z50) /PR DaChan Food (Asia) Limited
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Notes to the Financial Statements
(BB HEHIBIN - UARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

INCOME TAX IN THE CONSOLIDATED
INCOME STATEMENT

(a) Taxation in the consolidated income statement

represents:
—E—+F ZT—RF
2017 2016
EHRIE Current tax
FNEE Provision for the year 19,382 33,428
BREHEREBETR Under-provision in respect
of prior years 632 437
20,014 33,865
IEFER IR Deferred tax
TRMERNES Origination and reversal of temporary
K AR (Hfit25) differences (note 25) 1,431 (5,292)
21,445 28,573
(i) BEHASHESREBEREX (i)  Pursuant to the rules and regulations of the
HE((ZBEZ#HSD® Cayman Islands and British Virgin Islands

RANR RO NEBEHA
NSRS M HRERE B
EBMERMAEH

(i) AABREBLEEER
WEARKREBERIERD
A N16.6% MBEBD
B -

("BVI"), the Group is not subject to any income
tax in the Cayman Islands and BVI.

(i)~ The Company carries on business in Hong Kong
and is subject to Hong Kong corporate tax at 16.5
percent in respect of its non-exempt Hong Kong

sourced profits.
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Notes to the Financial Statements
(BBHEHBIN - UARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)
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KREEEmR (M) AR T DaChan Food (Asia) Limited

INCOME TAX IN THE CONSOLIDATED
INCOME STATEMENT (continued)

(@) Taxation in the consolidated income statement

represents: (continued)

(iif)

(iv)

Pursuant to the income tax rules and regulations
of the PRC, the Group entities incorporated in
the PRC are liable to PRC Corporate Income Tax
at a rate of 25 percent during the year (2016:
25 percent), except for Tianjin DaChan Prospect
Research and Development Co., Ltd. (“TDPR"),
which is subject to a preferential tax rate of 15
percent (2016: 15 percent), as it has obtained
the new high-tech enterprise qualification from
2016.

Pursuant to the income tax rules and regulations
of Malaysia, the subsidiary in Malaysia was liable
to Malaysian income tax rate of 24 percent for
the year ended 31 December 2017 (2016: 24

percent).

Pursuant to the Amended Investment License
No. 1219/GPDC1-BKH-KCN-DN dated 23
September 2003, issued by Dong Nai Industrial
Zone Authority, Asia Nutrition Technologies (VN)
Co., Ltd. ("ANTC-VN") is subject to Corporate
Income Tax of Vietnam at a preferential rate
of 15 percent (2016: 15 percent). The above
tax reduction is not applicable to other income
which is taxed at a rate of 20 percent (2016: 20

percent).
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Notes to the Financial Statements
(BB HEHEIBIN - UARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

7 INCOME TAX IN THE CONSOLIDATED
INCOME STATEMENT (continued)

(a) Taxation in the consolidated income statement

represents: (continued)

(vi)

Asia Nutrition Technologies (HN) Co., Ltd.
(“ANTC-HN") is subject to Corporate Income
Tax of Vietnam at the rate of 10 percent for the
first fifteen years commencing from its first year
of operation and 22 percent for the succeeding
years. Moreover, ANTC-HN is entitled to a
full tax exemption for four years starting from
2005, its first profit-making year pursuant to the
Minutes of Inspection by Tax Department of Hai
Duong Province dated 24 November 2006 and
a 50 percent reduction in tax rate for the next
four years. Therefore, the applicable tax rate of
ANTC-HN is 10 percent for the year ended 31
December 2017 (2016: 10 percent). The above
tax reduction is not applicable to other income
which is taxed at a rate of 20 percent (2016: 20

percent).
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(Expressed in thousands of Renminbi unless otherwise stated)

7 EEHEERAZFEE (8) 7

(a) HFHBRBRANZBIEE © (H)
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KRB (ZEM) BFR2AF DaChan Food (Asia) Limited

INCOME TAX IN THE CONSOLIDATED
INCOME STATEMENT (continued)

(a) Taxation in the consolidated income statement

represents: (continued)

(vii)

(viii)

Asia Nutrition Technologies (LA) Co., Ltd.
(“ANTC-LA") is subject to Corporate Income
Tax of Vietnam at the rate of 20 percent for the
first ten years commencing from its first year
of operation and 22 percent for the succeeding
years. ANTC-LA is entitled to a full tax exemption
for two years starting from 2008, its first profit-
making year, and a 50 percent reduction in tax
rate for the next three years. The applicable
tax rate is recovered to 20 percent for the year
ended 31 December 2017 (2016: 17 percent).
The above tax reduction is not applicable to other
income which is taxed at a rate of 20 percent
(2016: 20 percent).

Pursuant to the Amended Investment License
No. 43/2010/ND-CP dated 26 September 2012,
issued by Binh Dinh Province Economic Zone
Authority, Asia Nutrition Technologies (MV)
Co., Ltd. ("ANTC-MV") is subject to Vietnam
Corporate Income Tax of 20 percent for the year
ended 31 December 2017 (2016: 20 percent).
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(BB HEHIBIN - UARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

HAHERBNZIHBE(H) 7 INCOME TAX IN THE CONSOLIDATED
INCOME STATEMENT (continued)

(b) W ABFEEHBFE S RS (b) Reconciliation between tax expense and accounting
whE SR A F profit at applicable tax rates:
—ET—+tF NS
2017 2016
B A A A Profit before taxation 113,314 145,922
R BTSRRI 25% Income tax calculated at PRC's
(ZF—"F :25%)* Corporate Income Tax rate of 25%
T EBFTSH (2016: 25%) * 28,329 36,481
PRI RLEH Effect of different tax rates of
LnyEENS RN subsidiaries operating in
)7 different tax jurisdictions (3,193) (15,755)
AR R S s 2 Tax effect of non-deductible expenses 2,927 3,081
BERGUWM AT 2 Tax effect of non-taxable income (14,352) (9,286)
RERTIEEEZE R Tax effect of the movement of
Rt E NS E tax losses and temporary
difference not recognised 8,211 12,513
TR F B EIR T B S Effect on deferred tax balances
0)-Z resulting from a change in tax rate (1,109) 1,102
BEFERETR Under provision in respect of prior years 632 437
ERHRIBERY Actual tax expense 21,445 28,573
= 25% (=ZZF—7"%F : 25% ) Fi5 M K45 * The income tax rate of 25 percent (2016: 25 percent) represents the
NEEFBLEERERNEEROE M domestic tax rate in the jurisdiction where the operations of the Group
o are substantially based.
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Notes to the Financial Statements
(BBHEBI - UARETT25)

(Expressed in thousands of Renminbi unless otherwise stated)

8 WL 8 DIRECTORS’ EMOLUMENTS
RIR BB A AR H1 2% 383(1) & 2 A Al Directors’ emoluments disclosed pursuant to section 383(1)
(BBEEFF=ER) AR HIEE 2 2048 E BT of the Hong Kong Companies Ordinance and Part 2 of the
WE2EEMSWT : Companies (Disclosure of Information about Benefits of

Directors) Regulation are as follows:

—E—tE
2017
= 19
ENER Y\
Salaries, HEE
EZ1¢  allowances KEf4  Retirement
Directors’ and benefits Discretionary scheme ast
fees in kind bonuses contribution Total
£33 Chairman
855 Han Jia-Hwan - 1,659 148 27 1,834
HTES Executive directors
BERE Han Chia-Yin - - - - -
BUFHTES Independent
Non-executive directors
e} Chen Chih 173 - - - 173
BxE Way Yung-Do 173 - - - 173
= Wei Anning 173 - - - 173
FHTES Non-executive directors
HER Harn Jia-Chen 130 - - - 130
EXT Han Chia-Yau 130 - - - 130
BXE Chao Tien-Shin 130 - - - 130
909 1,659 148 27 2,743
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(B REE - UARBF L) ‘

(Expressed in thousands of Renminbi unless otherwise stated)

W4 (A0 8 DIRECTORS’ EMOLUMENTS (continued)
ZERE
2016
e EHR
EWiEH BRI
Salaries HE 58
BEEHE  allowances WIETA  Retirement
Directors'’  and benefits ~ Discretionary scheme a5t
fees in kind bonuses  contribution Total
£ Chairman
BRE Han Jia-Hwan - 1,470 153 27 1,650
HTES Executive directors
BRR Han Chia-Yin - 393 73 7 473
BUFHTES Independent
Non-executive directors
s Chen Chih 171 - - - 171
HKE Way Yung-Do 171 = - = 171
FRE Wei Anning 17 - S = 1m
FHITES Non-executive directors
BRR Harn Jia-Chen 128 = = = 128
BRT Han Chia-Yau 128 - - - 128
Nicholas W. Rosa Nicholas W.Rosa (Resigned
(R=E—RF on 28 April 2016)
MAZ+/\BEHE) 43 - - - 43
HBRE Chao Tien-Shin 128 - - - 128
940 1,863 226 34 3,063
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(Expressed in thousands of Renminbi unless otherwise stated)

9 HEHMAL 9 INDIVIDUALS WITH HIGHEST
EMOLUMENTS
FUEEHFMALS  —f(ZF—X Of the five individuals with the highest emoluments, one
F:—f)RESZ HEMeE RS (2016: one) is director whose emoluments are disclosed in
ERHE - AEBESKEG(ZZT—N note 8. The aggregate of the emoluments in respect of the
F A e EFMA T ZEH MM other four (2016: four) individuals are as follows:
T
—E—tF —E—RE
2017 2016
T Mo EoAth = B Salaries and other emoluments 5,252 5,094
BIBIEAL Discretionary bonuses 1,005 806
RIRGT B Retirement scheme contributions 74 72
6,331 5,972
POz (—ZFE—7NF : W) &R HFMA The emoluments of the four (2016: four) individuals with the
THBE N T TEIAA R highest emoluments are within the following bands:
—E—+tF ZE—RF
2017 2016
A A
Number of Number of
individuals individuals
1,000,001 /87T 2 1,500,000  HKD1,000,001 to HKD1,500,000 1 3
1,500,001 /87T 2 2,000,000  HKD1,500,001 to HKD2,000,000 2 -
2,500,001 7702 3,000,000/87C HKD2,500,001 to HKD3,000,000 1 1
FR - AEBBERZZALTINZ No emoluments have been paid to these individuals as
I8 - AR S| Ein AKREEKIEES A an inducement to join or upon joining the Group or as
AEEREE @ SEARERM 2 compensation for loss of office during the year.

rih
g o
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Notes to the Financial Statements
(BBHEBI - UARETT25)

(Expressed in thousands of Renminbi unless otherwise stated)

10 OTHER COMPREHENSIVE INCOME

—E—tF ZTRF
2017 2016
BRBiA £ BHASE REASE RiikeE
Before-tax  BIEZ/E Net-of-tax Beforetax HHFE  Netoftax

amount Tax effect  amount amount  Tax effect amount

AEATRIENEL 25 :

— BB AR

—AERNTERB LR
REFROEEART]
RER(Hratol)

—HEREFE
(B 50))
Hizmka

Exchange differences
on translation of:

- financial statements of

overseas subsidiaries (22,948) (22,948) 25,157 - 25,157
— inter-group loans

classified as net

investment in PRC

subsidiaries (note 5(i)) 38,790 - 38,790 (42,699) = (42,699)

Reclassification adjustments
for amounts transferred to
profit or loss:
— disposal of net
investment (note 5(i)) - - - 1,138 - 1,138

Other comprehensive income 15,842

15,842 (16,404) = (16,404)
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(Expressed in thousands of Renminbi unless otherwise stated)

11 BRAR

(a) FEBIEA A

HE-Z—tF+-A=+—H
IEFE - GRERRBFTIRER
A A) i AR a AR R Ui A
AR #29,120,0007T( =T — X
& AR¥53,899,0007T) & F
B 17T mARAR () N4 19 &
1,014,581,504 & ( =& — /N F -
1,012,461,692 f%) 5t -

11 EARNINGS PER SHARE

(@

Basic earnings per share

The calculation of basic earnings per share for the
year ended 31 December 2017 is based on the profit
attributable to ordinary equity shareholders of the
Company of RMB29,120,000 (2016: RMB53,899,000)
and the weighted average of 1,014,581,504 ordinary
shares (2016: 1,012,461,692) in issue during the year,
calculated as follows:

-3 AR N T YA AR 2K Weighted average number of ordinary shares
—E—+F “E-REF
2017 2016
R—A—BEETHL AR Issued ordinary shares at 1 January 1,013,431,000 1,011,233,500
BITfREREN T2 Effect of shares options exercised - =
BRI R 2 (#77 26(c)(iv)) Effect of shares vested (note 26(c)(iv)) 1,150,504 1,228,192

R+ZA=+—HBrLER Weighted average number of

IAETI RS ordinary shares at 31 December 1,014,581,504 1,012,461,692

REEEmR (M) AR T DaChan Food (Asia) Limited
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(b)

I B 9 2

BREFRFTDBEARRGE
i R A AR R PG s B A R
29,120,000 (=& —RF : A
R 53,899,000 7T ) K& & i@ % N
HEF9801,015,489,500 % (==
—7N%F 1 1,014,763,369 %) 5T &
R

BB 8 (8 )
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Notes to the Financial Statements
(BB HEHBIN - UARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

EARNINGS PER SHARE (continued)

(b) Diluted earnings per share

The calculation of diluted earnings per share is
based on the profit attributable to ordinary equity
shareholders of the Company of RMB29,120,000
(2016: RMB53,899,000) and the weighted average of
1,015,489,500 ordinary shares (2016: 1,014,763,359),

calculated as follows:

Weighted average number of ordinary shares (diluted)

—E—+tF ZZ—RF
2017 2016
R+-—B=+—HBHE@EE  Weighted average number of
DniEF 8K ordinary shares at 31 December 1,014,581,504 1,012,461,692
BIR HIR G @ Bl e 2 Effect of restricted share award
(HizE24(b)) scheme (note 24(b)) 907,996 2,301,667
R+ZA=+—HBrLER Weighted average number of ordinary
INFEF 58 (B54) shares (diluted) at 31 December 1,015,489,500 1,014,763,359

—Z—tFF 3R Annual Report 2017
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(Expressed in thousands of Renminbi unless otherwise stated)

12

Vigi i

AEEIZ TR DX - FFIZE MM
BB EBRRMIEDMRERE
X% LABRERD B RKRRFH
ARAAREFEATERETEHN B
EHHN AEBERTI=EDH
HE - THHREDAMERSHHOL
B0 ERAEAX ©

HAmD BEHEEAE
EEMEME - 2O
& IR miEHE 2
KBRS BRI T R
HERS -

BEAMSBEENA
(gt [ KA
[SOS] K [#r5w L] mmk&
FERDHEE EX
N 0t BRE
BHTE2EMN  EREA
fR R FOR A EE o

MIBRRABRBFLEER
DIERR - BERBER
& ARAT HERES B | &
R SHE 2 BN T ke RA
BEZERA o

NMIRM :

KRB (ZEM) BFR2AF DaChan Food (Asia) Limited

12  SEGMENT REPORTING

The Group manages its businesses by divisions, which are

organised by a mixture of both business lines (products

and services) and geography. In a manner consistent with

the way in which information is reported internally to the

Company's CEO for the purposes of resource allocation

and performance assessment, the Group has presented

the following three reportable segments. No operating

segments have been aggregated to form the following

reportable segments.

Chicken meat:

Livestock feeds:

Processed food:

The chicken meat segment carries on
business of breeding and hatching of
broiler breeder eggs, contract farming,
processing and marketing of chilled and
frozen chicken meat marketed under
the brand of “DaChan”.

The livestock feeds segment manufactures
and distributes complete feed, base
mix and pre-mix for swine, layer, broiler,
dairy, duck, and breeder poultry under
the brands of “Dr. Nupak”, “DaChan”,
“SOS" and “Green Knight”.

The processed food segment produces
and distributes pickled, pre-fried, and
roasted food, and further processed
chilled and frozen chicken meat
marketed under the brand of “Sisters’
Kitchen".
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Notes to the Financial Statements
(BB HEHMBIN - IARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

12  SEGMENT REPORTING (continued)

(@

Segment results, assets and liabilities

For the purposes of assessing segment performance
and allocating resources among segments, the CEO
monitors the results, assets and liabilities attributable

to each reportable segment on the following bases:

Segment assets include all tangible assets and
current assets with the exception of deferred tax
assets and other corporate assets. Segment liabilities
include trade creditors, accruals attributable to the
manufacturing and sales activities of the individual
segments and bank borrowings managed directly by
the segments.

Turnover and expenses are allocated to the reportable
segments with reference to sales generated by
those segments and the expenses incurred by
those segments or which otherwise arise from the
depreciation or amortisation of assets attributable to
those segments.

The measure used for reporting segment profit is
gross profit.

In addition to receiving segment information
concerning gross profit, the CEO is provided with
segment information concerning turnover (including
inter segment sales), depreciation and amortisation.
Inter-segment sales are priced with reference to prices

charged to external parties for similar orders.

—Z—tFF 3R Annual Report 2017
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12 il 29 (4)

(a) ZrEBSRAE - R KA (80 (@

RBE-FLER-F—~F
+ZAST—ALFEHERS
RRF S BRANERATE
RECERAREES 5 B2 EH

12  SEGMENT REPORTING (continued)

Segment results, assets and liabilities (continued)

Information regarding the Group's reportable

segments as provided to the CEO for the purposes

of resource allocation and assessment of segment

performance for the years ended 31 December 2017

T and 2016 is set out below:
BAR EEEH NIgR aif
Chicken meat Livestock feeds Processed food Total
2t RE EAE R ZB-tE ZT6E CE-tE TR
017 2016 017 2016 017 216 2017 216
RENHEPHERNA Tumover from exteral
customers 2380142 2172769 4498662 4672269 1626673 1279026 8507471 8124083
HHEEENA Inter-segment tumover Ma45 410393 811 52334 - - 1086526 93373
i Total 2796557 2583162 5150773 519611 1626673 1279026 9574003 9,057,788
PEE ] Segment result 82,214 59,650 415,416 470 38312 252150 815,942 754510
AAREENARER Unallocated operating
income and expenses - - - - - - (659132) (561,540
byl Proft from aperations - - - = - - 156810 192970
HEFER Finance costs - - - - - - (18) W)
ElbERABSRATEE Share o losses of equity -
accounted investees - - - - - - (1313) 2.19)
i Income tax - - - - - - (umE (8573
EREH Profitfor the year - - - - - - 08 117349
ERAEREH Depreciation and amortisation
for the year 60,731 63,691 49,621 4131 33,380 382 143,732 144889
RENPEE Reportable segment assets 1229340 1009075 1339740 1387403 602992 576901 3172012 2973379
ERREREATAE Adaltons to non-current segment
assets during the year 119,960 40 02447 109319 115811 11360 38218 120779
P8R Reportable segment liabilities 57692 10160 8718176 936936 223,006 141280 1358814 1179838

KRB (ZEM) BFR2AF DaChan Food (Asia) Limited



12 iR () 12  SEGMENT REPORTING (continued)
(b) WESMBBBA - HaE -~ HE (b) Reconciliations of reportable segment turnover, profit or
&R loss, assets and liabilities
—ZE—tF ZE-RF
2017 2016

REWA Turnover
BEDELEWA Reportable segment turnover 9,574,003 9,057,788
HEEEE R A E Elimination of inter-segment turnover (1,066,526) (933,735)
IRABIA (B5t4) Consolidated turnover (note 4) 8,507,477 8,124,053
Al Profit
wEHIER Reportable segment profit 815,942 754,510
EYEENAEE Change in fair value of biological assets

BEHHEKA less costs to sell 2,028 (512)
MIERRERDAEE Fair value of agricultural produce on

initial recognition 9,556 14,113

HHERHERER Reversal of fair value of agricultural

mEEKNAREE produce due to sales and disposals (8,498) (14,016)
H B A Other operating income 13,142 31,561
Hit% (B18R), e Other net (l0ss)/gain (14,595) 72,520
DA Distribution costs (399,313) (384,471)
THRZ Administrative expenses (261,452) (280,735)
IBHEZ Finance costs (42,183) (44,852)
[EEEEABR2RARER Share of losses of equity-accounted investees (1,313) (2,196)
EREBRTATE R Consolidated profit before taxation 113,314 145,922
BE Assets

BENHEE Reportable segment assets 3,172,072 2,973,379
EEMBEE Deferred tax assets 28,134 29,551
BekReEED Cash and cash equivalents 526,568 327,539
APERBHRRREE Unallocated head office and corporate assets 272,023 329,666
HABELE Consolidated total assets 3,998,797 3,660,135
8 Liabilities
BEDHARE Reportable segment liabilities 1,358,874 1,179,838
FEFT TSR Income tax payable 2,209 9,355
BEHAEE Deferred tax liabilities 336 322
TEEE Interest-bearing borrowings 745,751 619,549
AOEEBRARIEE Unallocated head office and corporate liabilities 31,061 89,676
REEERE Consolidated total liabilities 2,138,231 1,898,740

MR RMEE

Notes to the Financial Statements
(BB HEHMBIN - IARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)
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12 il 29 (4)

(©)

H ot 2R

TREIIER () REIEFEFH
AEBKLEBAR (i) AEEFTE
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= ([MERZEREEE ) M IRz
BEAK - EEAMIEN EIRIER
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BB K iR ) A48 & RIS P
(RS ARZ2 R AR S ER)
B e

12

SEGMENT REPORTING (continued)

(©)

RENDEFHREERA

external customers

Geographical information

The following table sets out information about the
geographical location of (i) the Group's turnover
from external customers and (ii) the Group’s tangible
assets and interests in equity-accounted investees
(“specified non-current assets”). The geographical
location of customers is based on the location at which
the services were provided or the goods delivered.
The geographical location of the specified non-current
assets is based on the physical location of the asset,
in the case of property, plant and equipment and
the location of operations, in the case of interests in
equity-accounted investees.

ERIZERBE E
Turnover from Specified

non-current assets

—E—+F —ZT—REF “T—tF —TRF

2017 2016 2017 2016

H The PRC 5,297,101 5,043,124 1,321,920 1,222,862
i Vietnam 2,697,100 2,738,645 271,068 231,437
EFiN Japan 469,730 299,399 - -
Hhm AR Rest of Asia Pacific 43,546 42,885 8,745 8,828
8,507,477 8,124,053 1,601,733 1,463,127

KREEEmR (M) AR T DaChan Food (Asia) Limited




MR RMEE

Notes to the Financial Statements
(BB HEHMBIN - IARETTZ5)
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13 ¥R 13 FIXED ASSETS
il %8
HER Riite ff
fEIR B2 Furniture, hE HERE
Construction BT  Plantand fittings and Motor st Lease &t
inprogress  Buildings ~machinery equipment  vehicles  Sub-total prepayments Total
A Cost:
RZE-t5-F-A At 1 January 2017 33,051 183332 2,011454 164,154 38,661 2,430,652 230729 2,661,381
AE Additions 216,931 5,365 87434 5439 11,530 326,699 11519 338218
g\ Transfers (181,910) 8430 16N M 68 - - -
e Disposals - (1) (33,760) 6,772) (5590)  (46,197) (1750)  (47,947)
EHEE Exchange differences (2,058) (6,301) (8442) (415) (1,166)  (18,382) (2,701) (21,083)
i g ey At 31 December 2017 66,014 190,751 2,229,357 163,147 43503 2,692,712 21,791 2,930,569
ZHNE  BERAE: Accumulated depreciation, ~ T 7T TTTTTTTTTTTTTTT o ommmm oo oo
amortisation and
impairment:

NZE-t5-F-A At 1 January 2017 - 83970 1,044,251 107,924 18976 1,295,121 41355 1,296,476
ik Charge for the year - 8,305 114170 11,308 4,706 138,489 5,243 143,732
HESERD Impaiment loss reversal - - (6,825) (466) - (1.291) - (1.291)
e Disposals - (10) (18,149) (5,129) (3,830) (27.118) - (27,118)
ERiZER Exchange differences - (2,109) (4,925) (287) (506) (1.827) (278) (8,10)
i s oy At 31 December 2017 - 90,156 1,128,522 113,350 19346  1,351374 46320 1,397,694
KEE: Carrying values:
RE-tE+-f=1-A At 31 December 2017 66,014 100595 1,100,835 49,797 24,157 1,341,398 191477 1532875
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192

13 Al ¥ (41) 13 FIXED ASSETS (continued)
[ %2
BBk Fikfe &
ERIR B2 Fumiture, i &%

Construction £F  Pantand fittings and Motor Gt Lease &

nprogress  Buildings  machinery  equipment  vehicles  Sub-total prepayments Total
A Cost:
NZF-7"E-F-AR At 1 January 2016 43,705 166,929 1,988469 167,105 40223 2,406,431 208519 2,614,950
AE Additions 33319 7,756 39433 8,621 2073 91,262 29517 120,779
EWN Transfers (44703) 7,030 37,393 147 133 - - -
i3 Disposals = (2278) (59,367) (12,098 (4,561) (78,304) (8.897) (87,201)
EiEE Exchange differences 670 389 5,526 319 193 11,263 1590 12,853
i g ey At 31 December 2016 33,01 183332 2,011454 164,154 38661 2,430,652 230729 2,661,381
ZitTE  BRAE: Accumulated depreciation,

amortisation and
impairment:

NZZ-7"E-F-H At 1 January 2016 - 78,126 981,027 106,563 19232 1,184,948 31424 1222372
iR Charge for the year - 5333 118,309 12503 3,987 139,732 5,157 144,889
WESEARD Impaiment loss reversal - - (32,751 (1,490) 75 (34316) - (34316)
i3 Disposals - (795)  (26422) (9,906) (4103 (40,186) (14220 (41,608
EREE Exchange differences - 1,266 3,088 254 3% 4943 196 5139
iy g ey At 31 December 2016 - 83970 1,044,261 107,924 18976 1,295,121 41385 1,296,476
FEE: Carrying values;
iy gy At 31 December 2016 33,01 99,362 967,203 56,230 19685 1,175,531 189,374 1,364,905

KR (EEM) BPFR/A 7 DaChan Food (Asia) Limited
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Notes to the Financial Statements
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(Expressed in thousands of Renminbi unless otherwise stated)

13 FIXED ASSETS (continued)

As at 31 December 2017 and 2016, no buildings and lease
prepayments are pledged to banks for banking facilities
granted to the Group.

R=ZFE—tFR_ZFE—ARFt+=A As at 31 December 2017 and 2016, there are certain
=+—H ARAEE-—RWNBAF buildings, plant and machinery and lease prepayments
HEEEMNFA FEHFEAARK with net book value of RMB20,000,000 which was seized

20,000,000 T K H THEF - BFE R
28 DA R FE A9 70 & SR IE # A B R W /E B
ERE - KHBARNEEEZBERE
RBE-FT—X"F+=-A=+—AH1t
FE BERBAEEZREMGFHELE
# AR 6,052,000 » It B R K FE
6(b)iLsk Bl BITHRA] - ARRIEER
B EREHHAEER_T—+tF
TZA=T—HMMBRRLESK

2.4
=

ANEBAL A AT b2 2 BN TS B
MEREELLNT ¢

by court for property preservation because of a litigation
of a subsidiary of the Group with its employees. After
consulting with the legal adviser of the Group, a provision
of RMB6,052,000 was made based on the best estimation
of the Group which was recorded as “staff costs” in Note
6(b) for the year ended 31 December 2016. Directors of the
Company are of the opinion that the aforesaid matter would
not have significant impact on the Group’s financial position
as at 31 December 2017.

The carrying amounts of the Group's lease prepayments are
situated in the following locations:

—E—+F ZE—RF

2017 2016

A E The PRC 138,173 141,856
iz Vietnam 51,914 46,151
HRA T Malaysia 1,390 1,367
191,477 189,374
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13 s % () 13 FIXED ASSETS (continued)

AL A 41

HRETEBEUNBERFRERS
BERFE BEEERARFTEREME
BYE - BB KRB R E
KRERR-_ZF—tF+-_A=+—RH%E
THENEERZBEBYE  BE
RER AT O B HE o

ReEL UM RO ENRIER
AREELBUHEERKRRS R
REFEBFTREI120% T RZF
—tF+-_A=t—H ZFHEE
ABEMARESRGT SR ERT
B EBREINRIE ©

KRB (ZEM) BFR2AF DaChan Food (Asia) Limited

Impairment loss

As certain business units recorded a net loss for the past few
years, management considered that indicators of potential
impairment of property, plant and equipment attributable to
these business units existed and performed an assessment
to determine the recoverable amounts of the related

property, plant and equipment as at 31 December 2017.

The recoverable amounts of the cash-generating units were
estimated based on the present value of the future cash
flows expected to be derived from the cash-generating
units, using a discount rate of 12.0%. The recoverable
amount of those cash-generating units were estimated to be
higher than its carrying amount and no additional impairment
was required as at 31 December 2017.
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Name of company

Great Wall Northeast Asia
Corporation ("NAC")

Impreza Investments Ltd. (“IIL")

Great Wall Dalian Investment
Co., Ltd. (“GWDL")

MR RMEE

Notes to the Financial Statements
(BB HEHMBIN - IARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

14 INVESTMENTS IN SUBSIDIARIES

The following list contains only the particulars of subsidiaries

which principally affected the results, assets or liabilities of

the Group. The class of shares held is ordinary:

AL,
RYREERERBH
Place and date of
incorporation/
establishment

and operation

REEE

Cayman Islands
—WARETZAZH
3 December 1996

EBERHE

BVI
—AARET—ALHR
7 November 1996

EBRUEE

BVI
—ANEE-A=-1+=R
23 February 1995

BETR
BRHERE/
AfER

Issued and fully
paid up/registered
capital

169,387,646 7T
USD169,387,646

14,700,000 7T
USD14,700,000

24,500,000 7T
USD24,500,000

FE{L AR AE
Attributable
equity interest

B B3
Direct Indirect
% %

100 =

Principal activities

REER
Investment holding

REER
Investment holding

REER
Investment holding
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RA T 0 R B B

Notes to the Financial Statements
(BB HHEMBIN - ARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

14

e B e 2 il g B (48)

NEER
Name of company

AKER(KE)BRAR
(TRERK L (B (1) - 2R (3)

Great Wall Food (Dalian) Co., Limited
("GWF-DL") (notes (1) * (2) and (3))

BEARRHEEARAA
(TEEARK])
(Hizt (1) 2) %(3)

Liaoning Great Wall Agri-Industrial
Co., Ltd. ("LGW")
(notes (1), (2) and (3))

Great Wall Agritech (Liaoning)
Co., Limited (“GWALN-BVI")

14 INVESTMENTS IN SUBSIDIARIES

(continued)
ML, BEITK
HIREEMER BH BHERA/
Place and date of HER
incorporation/ Issued and fully FEfL R
establishment  paid up/registered Attributable FEEH
and operation capital equity interest Principal activities
HE ik
Direct Indirect
% %
H 26,600,000 7T - 59 HEREEDWML -
PRC USD26,600,000 ZEREERERR
—WAEFTZARA B NIREERER
6 December 1995 RERREMMNT
Manufacturing and
trading of animal
feeds, husbandry and
trading of poultry and
livestock, processing
and trading of meat
and meat products and
foods processing
G 19,080,0005 7T - 100 HEEREZESMHEL -
PRC USD19,080,000 BEREERERRK
—WNEELATNA B NMIKEERS
19 July 1990 RAER
Manufacturing and
trading of animal
feeds, husbandry and
trading of poultry and
livestock, processing
and trading of meat and
meat products
RERUHE 21,600,000% 7T - 100 REER
BVI USD21,600,000 Investment holding
—WAEERAT=H
13 September 1990

KREEEmR (M) AR T DaChan Food (Asia) Limited



14

e B e 2 il iy B (48)

NAEH

Name of company

AREHER (BE)BRAF
(IEEAK])

Great Wall Agritech (Liaoning)
Co., Limited (“GWALN-HK")

R RRER (85) ARAA
(DEBAK )
(Bt () 2)%(3)

Great Wall Agritech Feed
(Shenyang) Co., Ltd. (“GWASY")
(notes (1), (2) and (3))

REEH (BRI BERAR
([FBEIAMK)
(1) 2)R(3)

Great Wall Agri (Heilongjiang)
Co., Ltd. ("GWAHLJ")
(notes (1), (2) and (3))

Dongbei Agri Corporation (“DBC")

MR RMEE

Notes to the Financial Statements
(BB HEHMBIN - IARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

14 INVESTMENTS IN SUBSIDIARIES

(continued)

AL, BETR

RAIREEMIR AH BRHERE,/

Place and date of &

incorporation/ Issued and fully

establishment  paid up/registered

and operation capital

BB 168,440,000/ 7T

Hong Kong HKD168,440,000
—hWNEFLAZ+HIH
24 July 1990

el 3,038,000 7T

PRC USD3,038,000
ZETLERATAH
16 May 2007

H 1,662,000 7T

PRC USD1,562,000
“TTRFRAZTARA
25 May 2005

RERARE 50,744,203% 7

BVI USD50,744,203
—NRET—AZT+H
27 November 1996

FE{E AR AE
Attributable
equity interest

HE it
Direct Indirect
% %

= 100

Principal activities

REER
Investment holding

HEREEDMEE
Manufacturing and
trading of animal feeds

HEREESMEN
Manufacturing and
trading of animal feeds

REER

Investment holding
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Notes to the Financial Statements

(BRE=EEBI - UARKETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

14 JAF)E 2w B (5

ARERE
Name of company

REEH(&0)BRAR
(T&aAMK])
(BisE(1) ~ (2) (3

Great Wall Agri (Yingkou) Co., Ltd.
("GWAYK") (notes (1), (2) and (3))

AR (H58) BRAR
EvNzq)
(i) (2 R(3)

Great Wall Agri (Tieling) Co., Ltd.
("GWATL") (notes (1), (2) and (3))

FILRB(RE)BRDA
(fbBC-CCl)
(HisE(1) ~ (2) (3)

Dongbei Agri (Changchun) Co., Ltd.
("DBC-CC") (notes (1), (2) and (3))

14 INVESTMENTS IN SUBSIDIARIES

(continued)

AL B#TR

RYREEBER A BARRE/

Place and date of &R

incorporation/ Issued and fully

establishment  paid up/registered

and operation capital

HE 14,500,000% 7T

PRC USD14,500,000
—NWAEEMA—A
1 April 1997

el 14,089,379 T

PRC USD14,089,379
—hWNtERATRE
16 May 1997

HE 1,093,000% 7T

PRC USD1,093,000
“EERENAZTN\A
28 August 2006

KRB (ZEM) BFR2AF DaChan Food (Asia) Limited

Ptk
Attributable
equity interest

B
Direct
%

ik
Indirect
%

100

100

100

Principal activities

HEREESMEL -
MIKEENE
RANEmR
Manufacturing and
trading of animal feeds,
processing and trading
of meat and meat
products

HEREZDMEL
ZEREERERR
T MIREEAS

RRNER
Manufacturing and
trading of animal
feeds, husbandry and
trading of poultry and
livestock, processing
and trading of meat and
meat products

EERBEDMER
Manufacturing and
trading of animal feeds



14

e B e 2 il iy B (48)

NREH

Name of company

AR RHE FIR B R AR
(TDHFT])
(Bt (1)~ (2 R(3)

Hunan Greatwall Technologies &
Feeds Co., Ltd. (“DHFT")
(notes (1), (2) and (3))

Hwabei Agri Corporation (“HAC")

AIEE(BS) BRAT
([BBRRK])

DaChan Wanda (HK) Limited
("DWHK")

MR RMEE

Notes to the Financial Statements

(BEEEBHN - UARKETTZS)

(Expressed in thousands of Renminbi unless otherwise stated)

14 INVESTMENTS IN SUBSIDIARIES

(continued)

AL BEITR

HYREEMER B BHERA/

Place and date of HER

incorporation/ Issued and fully

establishment  paid up/registered

and operation capital

B 2,200,000 7T

PRC USD2,200,000
—ZTRFTANR
8 October 2006

RERTRE 54,093,443% T

BVI USD54,093,443
—AANETZAZ+=H
23 December 1998

BE 49,293,315 7T

Hong Kong USD49,293,315
APAVESAY: e e =
26 June 1984

AL Rt
Attributable £
equity interest Principal activities
HE ik

Direct Indirect
% %

- 100 AERBEEINEH

Manufacturing and
trading of animal feeds

- 100 REER
Investment holding

- 100 REER
Investment holding
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Notes to the Financial Statements
(BB HHEMBIN - ARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

14

e B e 2 il g B (48)

NEER
Name of company

AKEBE(RE)BRRA
(TR=EAR )
(Bt (1)~ (2 R(3)

DaChan Wanda (Tianjin) Co., Ltd.
(“TWD") (notes (1), (2) and (3))

Union Manufacturing Limited
("UML")

AKER(LB)BRAR
(=7 4)
(i) 20 R(3)
Greatwall Gourmet (Shanghai)
Co., Ltd. ("GWGS")
(notes (1), (2) and (3))

Great Wall Kuang-Ming
Investment (BVI) Co., Ltd.
("GWKM")

14 INVESTMENTS IN SUBSIDIARIES

(continued)

TR BEITK

HIREEMER BH BHERA/

Place and date of HER

incorporation/ Issued and fully

establishment  paid up/registered

and operation capital

hE  AR447,200,0007

PRC RMB447,200,000
—NZF+AZTRE
26 October 1992

B Topeids 7,700,000%7T

BVI UsD7,700,000
—ANANEZR+R
7 February 1996

H 6,940,000% 7T

PRC USD6,940,000
—NWAAENARA
5 September 1996

RBRTRS 6,500,000%7T

BVI USD6,500,000
—AWAAE=A++HA

17 March 1995

KREEEmR (M) AR T DaChan Food (Asia) Limited

Attributable
equity interest
HE ik

Direct Indirect

FEfhRE

Principal activities

% %

HEREESMEL -
BHREERERR
B NIREEAER
NEmR
Manufacturing and
trading of animal
feeds, husbandry and
trading of poultry and
livestock, processing
and trading of meat and
meat products

= 100

- 100 REER

Investment holding

= 100 RmiT

Foods processing

- 100 REER

Investment holding
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e B e 2 il iy B (48)

NREH

Name of company

Asia Nutrition Technologies (VN)
Investment Co., Ltd. (“ANTIC-VN")
(H15#(1)) (notes (1))

Asia Nutrition Technologies (HN)
Co., Ltd. (“ANTC-HN") (47z2(1))
(notes (1))

Asia Nutrition Technologies (VN)
Co., Ltd. ("ANTC-VN") (#/#£(1))
(notes (1))

Asia Nutrition Technologies (LA)
Co., Ltd. ("ANTC-LA") (f7z£(1))
(notes (1))

MR RMEE

Notes to the Financial Statements
(BB HEHMBIN - IARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

14 INVESTMENTS IN SUBSIDIARIES

(continued)
AL BEITR
HYREEMER B BHERA/
Place and date of HER
incorporation/ Issued and fully
establishment  paid up/registered
and operation capital
RERUHE 7,615,590% 7T
BVI USD7,615,590
—NAANERAER
7 September 1998
M 89,600,000,000%im &
Vietnam Vietnamese Dong
“TE=F-AZ+ZH (“VND")
22 January 2003 89,600,000,000
HiE 190,836,294,0008 % &
Vietnam VND
—ANEERAZTNA 190,836,294,000
29 April 1995
MR 80,393,000,0008F &
Vietnam VND
“ETLENAT=H 80,393,000,000
13 April 2007

FEfE AR AE
Attributable
equity interest

HE it

Direct Indirect
% %

- 6551

- 6551

- 6551

- 6551

Principal activities

EERIEEDMER
Manufacturing and
trading of animal feeds

YEREESMEN
Manufacturing and
trading of animal feeds

EERBEDMER
Manufacturing and
trading of animal feeds

HEREET R
OB - KERRL - B
BROKERY)
Manufacturing and
trading of feed meal
and related additives,
aquatic products,
veterinary and aquatic
medicine

—Z—tFF 3R Annual Report 2017
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Notes to the Financial Statements

(BREEEBH - UARKETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

14 JAF)E 2w w8 (50

ARER

Name of company

Asia Nutrition Technologies (MV)
Co., Ltd. ("ANTC-MV") (#73%(1))
(notes (1))

Great Wall Nutrition Technologies
Sdn. Bhd. ("GWNT")

Marksville Corporation (“MSV")

IR BARHR AR A A
(TPIARL )
(Wit (1) %(3)

DaChan Agricultural Technologies
(Sichuan) Co., Ltd. (“DAS")
(notes (1) and (3))

14 INVESTMENTS IN SUBSIDIARIES

(continued)

AL, BETR

RYREERERBH BRHERE/

Place and date of AMEAR

incorporation/ Issued and fully

establishment  paid up/registered

and operation capital

HiE 3,000,000%7T

Vietnam USD3,000,000
“E——FAAZTRE
26 September 2012

5RE S 4,373 7705 %

Malaysia Malaysian Ringgit

—WNWEFN\A=R (“MYR")

3 August 1990 4,373,770

EERRHEE (E

BVI USD1
“EZRLE ATHRA
15 June 2007

w AR#20,000,0007

PRC RMB20,000,000
“EEN\ENAZTHH
25 August 2008

KREEEmR (M) AR T DaChan Food (Asia) Limited

FE(L IR
Attributable
equity interest

Hi i
Direct Indirect
% %

65.51

= 100

Principal activities

KEREESMER
Manufacturing and
trading of animal feeds

EERHEEMER
Manufacturing and
sales of animal feeds

REER
Investment holding

HERBESMERK
BRI INAl - BEWE
e
Manufacturing and
trading of animal
feeds and related
additives, research
and consultation on
husbandry



14

MR RMEE

Notes to the Financial Statements
(BB HEHEIBIN - UARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

T )R 2 v Wy B (4 14 INVESTMENTS IN SUBSIDIARIES
(continued)
AL, BRITR
RYREERERBH BRHERE/
Place and date of &R
incorporation/ Issued and fully FEfk Rt
AEERE establishment  paid up/registered Attributable FTEEY
Name of company and operation capital equity interest Principal activities
HiZ it
Direct Indirect
% %

AKRm (i) BRAR HE 54,080,003 - 100 4EREZZVEL
(DAL AR ) PRC USD54,080,000 NIREERSE
(B2 01) - (2 213) “ZEN\E-AZTN\R RRER

DaChan Food (Hebei) Co., Ltd. 28 February 2008 Manufacturing and
("DFH") (notes (1), (2) and (3)) trading of animal feeds,

processing and trading
of meat and meat
products

ERRIEGHABRAF HE 500,000% 7T - 100 BB R
(Bl 5'a:) PRC USD500,000 Management services
(Bt (1)~ (2 R(3) —ZE\FTA=TH

Dongbei (Beijing) Consultant Co., Ltd. 30 October 2008
("DBC-BJ") (notes (1), (2) and (3))

AR (RR) BRAR HE 3,000,00037C - 100 EBEEFRBREE NI
(MR8 AR ) PRC USD3,000,000 LEERER ARG
(Bt (1)~ 2) % (3) “EEN\E+—AZ1T\B Trading of poultry and

DaChan Food (Panjin) Co., Ltd. 28 November 2008 livestock, processing
("DFPJ") (notes (1), (2) and (3)) and trading of meat and

meat products

—Z—tFF 3R Annual Report 2017
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Notes to the Financial Statements
(BBHEPI - UARETT2)

(Expressed in thousands of Renminbi unless otherwise stated)

14

e B e 2 il vy B (48)

RRER

Name of company

T REREE ERERBRAA
(ML RIBIAET 1)
(Bt (1) % (3)

Beijing Sisters Kitchen Food and
Beverage Management Co., Ltd.
("BSK") (notes (1) and (3))

EMZERSRMARAA
(I=EMZER5])
(i) (2 %(3)

Yanzhou S&F Farm Co., Ltd. (“YDF")
(notes (1), (2) and (3))

14 INVESTMENTS IN SUBSIDIARIES

(continued)

AL BETR

R REEMZR BH BHERA/

Place and date of HEMEAR

incorporation/ Issued and fully

establishment  paid up/registered

and operation capital

HE AR H500,0007

PRC RMB500,000
“EEN\ETATRH
16 October 2008

fE AKH¥50,000,0007

PRC RMB50,000,000
ZEEN\E=A=1H
20 March 2008

KRB (ZEM) BFR2AF DaChan Food (Asia) Limited

FEfk R
Attributable
equity interest

B
Direct
%

ik
Indirect
%

100

100

Principal activities

EHER
Food and beverage
management

ESH  BER
EXBRZE NI
REENERAER
Trading of animal

=
H
o
=1

feeds, husbandry and
trading of poultry and
livestock, processing
and trading of meat and
meat products



14 JAF)E 2 7 w8 (50

RRER

Name of company

HEAKRDERAA
(MFEAKRE])
(B2 (1) %(3)

Bengbu DaChan Food Co., Ltd. (“BDF")
(notes (1) and (3))

BEEARBHARERAF
(IEE&RM)
(i (1) 21 Z(G)

Qingdao DaChan Technologies
Feed Co., Ltd. ("QDFT")
(notes (1), (2) and (3))

Miyasun-Great Wall (BVI) Co., Ltd.
("Miyasun-Great Wall")

MR RMEE

Notes to the Financial Statements

(BEEEBI - UARKETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

14 INVESTMENTS IN SUBSIDIARIES

(continued)

ML, BETR

BYREERER B BHRRA/

Place and date of HER

incorporation/ Issued and fully

establishment  paid up/registered

and operation capital

H AR #70,000,0007

PRC RMB?70,000,000
T N\FT=RA=AH
3 December 2008

H 3,300,000 7T

PRC USD3,300,000
—ZEN\E+—A+THEA
14 November 2008

RERARE 5,015,000 T

BVI USD5,015,000
—AWNAF=A++R

17 March 1995

FEfk R
Attributable
equity interest

B
Direct
%

iz
Indirect
%

100

100

100

Principal activities

EFar - BER
BEXBRZE - MT
REERBRAER
Trading of animal

o
=
s
B

feeds, husbandry and
trading of poultry and
livestock, processing
and trading of meat and
meat products

EERBEEHNEH
Manufacturing and
trading of animal feeds

REZR

Investment holding

Z—Z—tFF 3R Annual Report 2017
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Notes to the Financial Statements

(BRE=EEBI - UARKETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

14 JAF)E 2 7 w8 (5

RRER

Name of company

AKBERM (KE) ARAA
(ISERM])
(HiE) 21 %(3)

Miyasun - Great Wall Foods (Dalian)

Co., Ltd. ("Miyasun Foods")
(notes (1), (2) and (3))

REAEFBRAR ([AKFH])
DaChan Zhong Xin Limited
("DZXL")

AR EEHESERAT]
(TR EEHES])
(Biz) 2)%(3)

Great Wall Agritech Huludao Co.,

("GWAHLD") (notes (1), (2)
and (3))

RBEAR (E) BRAR
(FAmARK])
(Hrat (1)~ 2 R(3)

Great Wall Agri (Henan) Co., Ltd.

("GWAHE")(notes (1), (2)
and (3))

14 INVESTMENTS IN SUBSIDIARIES

(continued)

Ry BETR

BUREERERAH BRHERA/

Place and date of HfER

incorporation/ Issued and fully

establishment  paid up/registered

and operation capital

H 9,880,000% T

PRC USD9,880,000
—AWNAAERAZTH
20 May 1995

BB 7,690,000 T

Hong Kong USD7,590,000
—E—FANA
8 June 2011

HE 3,800,000% 7T

PRC USD3,800,000
ZETNELAT=H
13 July 2009

] 1,900,000% T

PRC USD1,900,000
“ETNEEAZTIA
24 July 2009

KRB (ZEM) BFR2AF DaChan Food (Asia) Limited

FE{LRRAE
Attributable
equity interest

B
Direct
%

M
Indirect
%

100

100

100

100

Principal activities

)
Foods processing

REARR

Investment holding

EERBEDMER
Manufacturing and
trading of animal feeds

EEREEHMEL
Manufacturing and
trading of animal feeds



14

e B e 2 il v B (480)

RRER

Name of company

REABAEE DRI E AR A A
(TTDPRJ)

(Bt (1) % (3)

Tianjin DaChan Prospect Research
And Development Co., Ltd.
("TDPR") (notes (1)
and (3))

FERARKAERBGERAR
(TEEHE)
(BiE(1) & (3)

Zhenglangi DaChan Eco-ranch Co., Ltd.

("ZLQ") (notes (1)
and (3))

EEAKRMERERAR (TTOFH))
Taixu & DaChan Foods Holdings
Co., Limited (“TDFH")

EEAKRMBERAR([TDF])
Taixu & DaChan Foods Co., Limited
(“TDF")

MR RMEE

Notes to the Financial Statements
(BB HEHMBIN - IARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

14 INVESTMENTS IN SUBSIDIARIES

(continued)
AL, BRITR
RYREERERBH BRERE/
Place and date of HEAR
incorporation/ Issued and fully FEfk R
establishment  paid up/registered Attributable TEEK
and operation capital equity interest Principal activities
B it
Direct Indirect
% %
w AR#100,0007T - 100 i
PRC RMB100,000 Research and
ZETNET—ANA development
9 November 2009
H AR#100,0007T - 100  EHRS - INEE
PRC RMB100,000 RHE
—£—5—FfH Food service, animal
5 January 2011 husbandry and selling
RBRTHS 3,900,000 7T - 6154 REZR
BVI USD3,900,000 Investment holding
—E-—FE-A=H
3 March 2012
BB 6,000,000%7T - 65 REER
Hong Kong USD6,000,000 Investment holding
“E——Ft-AZtNH
29 November 2012
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Notes to the Financial Statements

(BREEEBH - UARKETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

14 JAF)E 2w w8 (50

DREH

Name of company

EZAKERR (Ki&) BRARA
([TDF-DLJ)
(B (1)~ 2) % (3)

Taixu & DaChan Foods (Dalian)

Co., Limited (“TDF-DL")
(notes (1), (2) and (3))

China S&F Farm Holdings
Co., Limited ("S&F")

WRARENRIBR AT
(ML3RAR)
(Wit (1)~ (2 &(3)

Shandong DaChan Biotechnology

Co., Limited (“SDB")
(notes (1), (2) and (3))

ENERERFARERFAEBR

(TDLDC)(Hit (1) % (3)

DaChan Livestock Development

Co., Ltd. ("DLDC")
(notes (1) and (3))

14 INVESTMENTS IN SUBSIDIARIES

(continued)
TR BEITK
HIREEMER B [ Ve v
Place and date of HZMER
incorporation/ Issued and fully
establishment  paid up/registered
and operation capital

mE ARES35,500,0007T
PRC RMB35,500,000

“T——FHAF-1+HH

25 May 2012

RBRUES 7,000,0005%7C
BVI USD7,000,000

“Z—%tA=1H
20 October 2011

H 3,000,0005 T
PRC USD3,000,000

—E-—%-A+Z=A
12 January 2012

HE AE#1,000,0007C
PRC RMB1,000,000

—E——FA1mH

14 June 2012

KRB (ZEM) BFR2AF DaChan Food (Asia) Limited

FE(GIRHE
Attributable
equity interest

HE ik
Direct Indirect
% %

65

TREH

Principal activities

BENEmRRER
Trading of meat and
meat products

RERR

Investment holding

KEEREEMER
Manufacturing and
trading of animal feeds

RERBESESREE
Poultry farms
construction & lease
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MR RMEE

Notes to the Financial Statements

(BEEEBH - UARKETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

14 INVESTMENTS IN SUBSIDIARIES

(continued)
ML BEITR
HIREEMER B BRERE/
Place and date of HER
incorporation/ Issued and fully
AR HE establishment  paid up/registered
Name of company and operation capital
ErEREERERERAR mE  ARH2,000,0007
([EREEE]) PRC RMB 2,000,000
(Bt (1) % (3)) “E-nft-—A-t+=H
Beijing Long Xian Ju Catering 23 November 2015
Management Co., Ltd. ("BJLXJ")
(notes (1) and (3))
R EEERRBRDR ([41E]) RE  AK%20,000,0007
(M1 % (3) PRC RMB 20,000,000
Green Pac Bio Co., Ltd. (“GPB") —E-RETZATHEA
(notes (1) and (3)) 14 December 2015
EEAKRM(HR)BRAH RE  AR40,000,0007
(I'TDF-BB ) (At (1) % (3) PRC RMB 40,000,000
Taixu & DaChan Foods (Bengbu) —Z—R"E+—A=t+HA
Co., Limited (“TDF-BB") 25 November 2016
(notes (1) and (3))
Bt E Notes:
(1) RARAEBHEGEREHRSE - ZFR (1)
REBIRAK BB G BIAR X RE
EERE o ZENMREEAKINER
MEBABE X REEE R are in Vietnamese.
(2) ZERPEBEAKRINEREDRINGS (2)
B o enterprises.
(3) ZERFEBEARINERHIAERE 3)
AR °

FEfE AR AE
Attributable FTEEH
equity interest Principal activities
HE it
Direct Indirect
% %
- 70 EHER
Food and beverage
management
- 53 ol
Research and
development
- 65 MIREEAEREA
Sm

Processing and trading
of meat and meat
products

The English translation of the company names is for reference only.
The official names of these entities established in the PRC are in
Chinese. The official names of these entities established in Vietnam

These entities established in the PRC are wholly foreign-owned

These entities established in the PRC are limited liability companies.
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Notes to the Financial Statements
(BBHEHBIN - UARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

14 JAKHE A w8 () 14 INVESTMENTS IN SUBSIDIARIES
(continued)
TERBIEHAAKEME AR (K& The following table lists out the information relating to the
EREABAIEER) AR - TX subsidiaries of the Group which has material non-controlling
252 M ARB R R RIFE S interests. The summarised financial information presented
Al &% o .
below represents the amounts before any inter-company
elimination.
ZE-tF “TnE
2017 2016
ARETT ARETT
RMB'000 RMB'000
ANTIC-UN ~ GWDL TOF  TDFH  DLDC ANTICVN  GWDL TOF  TOFH  DLDC
FEREREDL  Noncontrolinginterestspercentage 3449%  41.00%  35.00%  3846%  60.00%  3449%  41.00% 3600%  3846%  60.00%
EET Non-current assets 294028 142663 69495 45171 69648 256,710 155898 3 2 TN
THEE Current assets 533810 419338 66541 43043 19005 628176 329925 50609 30842 4976
EIEIEL Non-current liabilties - - - - - - = = = =
iE=i Current liabilities (483236 (191976) ~(70600) (45878) (19,067) (50.978) (181816) (12,065  (7.928) (71,101
BETE Net assets 344602 370025 65436 42336 9586 333908 304007 38K 24919  78%
FTRESEAE  Camyingamount of
non-controlling interests 118853 151,710 22903 16,282 5752 115165 124643 13491 9,584 4738
WA Revenue 2611587 1596584 113605 113,60 - 2658127 126629 81604 53043 -

BHRCEAEEE  Poftandtotalcomprehensiveincome 97,712 66,393 6879 4399 1690 136670 36474 3461 2230 3378
AREHRER  Pofitalocated to

Al non-controlling interests 301 2121 2408 1692 1014 47137 1495 1208 88 2027
RHEERERRS  Dividend paidto

LIRS non-controlling interests (23,251) - - - - (37.3%)  (13,639) - - -
AEZFAREE  Exchange reserve allocated to

HERGE Non-controlling interests (6762 (154) 13 105 - LE07 1590 49 3 -

WEERFE A2 RE Cash flow from operating activities 176809 75631 35669 35669 13194 56213 51591 (15161 (15161) 3741
hﬁ/ﬁﬂﬁﬁ S7E&HE Cash flow from investing activities 96,904 (7636 (122587) (135,734) (49) 6003 (8058 73 B (3849

BEEEFEZEETE Cash flow from financing activities (236997) 32967 74,694 87,841 - (206,989  (20234) - -
ANTIC-VNZ B1 7 &% 25| ANTIC- The financial information for ANTIC-VN shows the
VN ~ ANTC-HN ~ ANTC-VN + ANTC-LA consolidated results of ANTIC-VN, ANTC-HN, ANTC-VN,
KANTC-MV 2436 %4 - GWDLZ ANTC-LA and ANTC-MV. The financial information for GWDL
B 25 GWDL R GWF-DL Z4R shows the consolidated results of GWDL and GWF-DL. The

BRE - TDFZHBERZFITOF R
TDF-DL Z#R& 54 ° TDFH Z M54
#25|TDFH - TDF X TDF-DL Z 4R &
RE (T RIS TOF 23R ER) -

financial information for TDF shows the consolidated results
of TDF and TDF-DL. The financial information for TDFH
shows the consolidated results of TDFH, TDF and TDF-DL
excluding non-controlling interests of TDF.
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15 ARERE AR S B A v B 4 15 INTERESTS IN EQUITY-ACCOUNTED
INVESTEES
—E—tF NS
2017 2016
NG P Interests in associates (a) 58,747 85,169
(a) BEAY (a) Associates
The following list contains the particulars of the
TRINRAEEHEZERRZE Group's associates, all of which are unlisted corporate
o EBERRBARLETE entities whose quoted market price is not available:
AR WEMERE :
Rtz
Proportion of ownership interest
BER AR
TRELR AEEH SRAREE
SEARES Seny ERER  AKELF Held by
HENFER Form of Place of HHER Group's 2] equity- TERH
Name of business incorporation Registered effective Heldby  accounted Principal
associates structure and operation capital interest  subsidiaries investees activity
ENRHRRRER AR A T e S i 30% 30% - EEIEH
(&) Incorporated PRC Disposed in 2017 RER
Jilin CSD Food Co., Ltd. Manufactory
("Jilin CSD") of animal
feeds and pork
DaChan (Asia-Pacific) Ltd. AR # 12,000,000 4% 6.7% - HEEREE
("DAPL")* Incorporated Vietnam USD12,000,000 KERH
Manufactory &
trading of
aquatic feeds
DaChan (VN) Company Limited AR # 11,800,000 4% - 100%  4EREE
("DVN")* Incorporated Vietnam USD11,800,000 KERH
Manufactory &
trading of
aquatic feeds
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(Expressed in thousands of Renminbi unless otherwise stated)

15 R HE % AR 2 0B 2 ) 0 2
(#1)

15 INTERESTS IN EQUITY-ACCOUNTED
INVESTEES (continued)

(a) BHEAY (4) (a) Associates (continued)
Rtz
Proportion of ownership interest
HER AR
ERALR AEED SRAFRE
PEARER feit BREE  ANEAR Held by
BENTER Form of Place of HMER  Group's BE equity- TEEE
Name of business incorporation Registered effective Heldby  accounted Principal
associates structure and operation capital interest subsidiaries investees activity
RREKEERDE SR B ARY 355,500,007 10% 10% - RHERE
FREERAT Incorporated PRC  RMB355,500,000 RieEmR
((REEmAE]) Real estate
Advent Prosperity Real Estate development &
Development Co., Ltd. related
("APRD")*
EERRERARAA MR XBREEE  3000000%T 26% 40% - TN
(ImaJ) Incorporated BV USD 3,000,000 Swine breed
Taiwan International
Gene Co., Ltd. ("TIG")
BEAKAM(RE)ERAA SR mE AR50,000,0007T 40% 40% - EERER
(TRDF-TJJ) Incorporated PRC  RMB50,000,000 bl
Rupp & DaChan Foods Manufactory
(Tianjin) Co., Ltd. ("RDF-TJ") & trading of
dairy products
* mﬁﬁﬂkigﬁﬂﬂn NAESE * The Group has determined that it has significant influence
CAEBERABEAEETEAY because it has representation on the board of the investee, so

ij} Bl L 6 K R e P B 2
DAPL J DVN £ ¥ A8t & A Al

APRD, DAPL and DVN are classified as associates.

BabuleiRoR: I NCTEZSaER i
REA MWK -

EA All of the above associates are accounted for using
the equity method in the consolidated financial

statements.
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Notes to the Financial Statements
(BB HEHMBIN - IARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

INTERESTS IN EQUITY-ACCOUNTED

INVESTEES (continued)
BB A (4H) (a) Associates (continued)
TRERBERR ZHBER - Summearised financial information of associates,
W E HARE B Sk N 2 R E B reconciled to the carrying amounts in the consolidated
EITHER financial statements, are disclosed below:
ZE-tf
2017
REEREE DAPL RDF-TJ TG a5t
APRD DAPL RDF-TJ TIG Total
Nk Gross amounts of
the associates’
FREE Non-current assets 509 88,225 7,062 20,811 116,607
NHEAE Current assets 1,434,998 157,443 21510 - 1,620,011
B3l Non-current liabilties - - - - -
eI Current liabilities (1,119,376) (166,859) (744) - (1,286,979
Ex Equity 316,131 78,809 33,888 20,811 449,639
WA Revenue 17 374,347 170 - 374,534
TERER Loss and total
FENEEE comprehensive
income for the year (7,925) (1,133) (1,111) - (10,169)
HASEREREBSRAT Reconciled to the Group's
B8R interest in the associates
BEnfEEFE BT Gross amounts of net assets
of the associate 316,131 78,809 33,888 20,811 449,639
HBLRES Held by subsidiaries 10% 6.7% 40% 40%
FEEREHERT Group's share of net
LEEFE assets of the associates 31,613 5,255 13,555 8,324 58,747
GRRBRRMEREE Carrying amount in the
consolidated financial
statements 31,613 5,255 13,555 8,324 58,741
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15 RERARSBEAGAMKEEZ 15 INTERESTS IN EQUITY-ACCOUNTED

(#1) INVESTEES (continued)
(a) BHEAY (4) (a) Associates (continued)
—E-5F
2016
REEn g DAPL  EMHHR TI6 @it
APRD DAPL Jiin CSD TIG Total
Nk Gross amounts of the associates’
FRBEE Non-current assets 709 67,930 128421 20,811 217,871
ROEE Current assets 1,437.967 149,475 11,158 - 1,598,600
FiBaE Non-current liabilities = - - _ _
nEEE Current liabilities (1,114,622 (132.811) (10,247) - (1,257,680)
ER Equity 324,054 84,594 129,332 20,811 558,791
9N Revenue = 314,755 = = 314,755
RER (B18) /5FRk (Loss/profit and total
FENEEE comprehensive income
for the year (14,534) 7433 (3,055) = (10,156)
EASERBEDT Reconciled to the Group's
B8k interest in the associates
BENEEFE LT Gross amounts of net
assets of the associate 324,064 84,594 129,332 20,811 558,791
WEAFEE Held by subsidiaries 10% 6.7% 30% 40%
AEEEEHEAT Group's share of net
LEEFE assets of the associates 32,405 5,640 38,800 8,324 85,169
GRUEHRKMETEE Carrying amount in
the consolidated
financial statements 32,405 5,640 38,800 8324 85,169

KRB (ZEM) BFR2AF DaChan Food (Asia) Limited
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16 INVENTORIES

(a) HEMBRAFPHHFRAE : (a) Inventories in the consolidated statement of financial

position comprise:

—ZE—tF N
2017 2016
YRt Animal feeds 580,986 599,864
RERRENA Poultry and chilled meats 69,152 55,869
IMIES Processed food 155,287 199,531
BEmM Agricultural produce 1,973 915
JHFEM Consumables 84,641 82,995
892,039 939,174
(b)  HE By B 309 A7 15 S U0 B (b) The analysis of the amount of inventories recognised as
L an expense is as follows:
—E—+tF —E—RF
2017 2016
EHEFERAEE Carrying amount of inventories sold 7,313,502 6,995,597
FEMH Write-down of inventories 11,981 3,550
BBl 17 E M Reversal of write-down of inventories (2,471) (1,948)
MSEREETRALMEME  Fair value of agricultural produce on
initial recognition (9,556) (14,113)
EIHE & & e Reversal of fair value of agricultural
WEEMAREE produce due to sales and disposals 8,498 14,016
7,321,954 6,997,102
R-E—+HF+_-_A=+—HZ%& On the consolidated statement of financial position as at
EMBRAER  ERATERFERK 31 December 2017, a provision of RMB24,416,000 (2016:
RERMEBEZFERLBEARE RMB14,906,000) was made against those inventories
24,416,000 c(— T —NF: AR with net realisable value lower than the carrying values.
14,906,0007T ) ° B LB - N = Other than this provision, none of the inventories as at 31
E—+t+ER_EBE—RE+_A=+— December 2017 and 2016 were carried at net realisable
B - WEFEKRASRFETE - value.
BoEF—FE2FEME AN -F The reversal of write-down of inventories made in prior year

—tEFHESRETFERE -

was the result of sales of impaired inventories in 2017.
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16 F1 (&) 16 INVENTORIES (continued)
(c) JREREHR : (¢) Production quantities of agricultural produce:
—ET—+tF —E—RF
2017 2016
R#E (&) Broiler breeder eggs (units) 8,382,046 6,473,818
(d)  JRE N (it Py SR 80 ) 109 58 ) BES Jr (d) Movements of the agricultural produce, representing
L broiler breeder eggs, are summarised as follows:
—E—+F ZE—RF
2017 2016
R—H—H At 1 January 915 818
EEEFTEIE N Increase due to lay 9,556 14,113
HE & HEMBUR L Decrease due to sales and disposals (8,498) (14,016)
R+=—A=+—8 At 31 December 1,973 915
17 MEWCEL S SiRak 17 TRADE RECEIVABLES
—E—tF ZE—RF
2017 2016
FEWE 5 BRI Trade receivables 409,485 398,953
B REREE Less: allowance of doubtful debts 13,073 13,731
396,412 385,222
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(a)

(b)

Y i 23 B

FEUE B BR B RS B R M AR R
DT -

MR RMEE

Notes to the Financial Statements

(BEEEBH - UARKETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

17 TRADE RECEIVABLES (continued)

(a) Ageing analysis

As of the end of the reporting period, the ageing

analysis of trade receivables is as follows:

—E—+tF ZE—RF

2017 2016

BN &R Current 306,193 303,399
BHEA DR 30K Less than 30 days past due 59,369 54,453
BHI31 £ 60K 31-60 days past due 14,797 11,890
#HEI61 £ 90K 61-90 days past due 8,108 9,591
B EERB 90 K More than 90 days past due 21,018 19,620
BEIS R Amounts past due 103,292 95,554
409,485 398,953

AEE-RAFEEFAI0HE
60 BWEEH - ARAAKEEE
BORA RIS # NI EE30(a) ©

MM 5 Mk V¥ AL

B E SRR ERIE T
RABBRAR  BRIEREER
AU B 5% % IR T RE 1 AR
REZBRT - R EBEFER
TR 5 RRFR A I SH -

The Group normally allows a credit period ranging from

30 days to 60 days to its customers. Further details on

the Group's credit policy are set out in note 30(a).

(b) Impairment of trade receivables

Impairment losses in respect of trade receivables are

recorded using an allowance account unless the Group

is satisfied that recovery of the amount is remote, in

which case the impairment loss is written off against

trade receivables directly.
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17 HEWCR S iRk (481)

REE

(b)

D

17

TRADE RECEIVABLES (continued)

VB B B Wk v DAL (78 (b) Impairment of trade receivables (continued)
FRARBREBENOESNOT The movement in the allowance for doubtful debts
during the year is as follows:
—E—+1F ZE—RF
2017 2016
—H— At 1 January 13,731 8,654
EC TE\TEﬁﬁEW Impairment loss recognised in
R AR EEE the consolidated income statement 3,245 11,099
HEHT AT Uk Bl < K8 Uncollectible amounts written off (3,903) (6,022)
R+ZA=+—H At 31 December 13,073 13,731

RZFE—+t&F+=—A=+—8 "
AEBHERESERARE
5,155,000 C( =& — /R : A
R #5,754,0007T ) E & 5l & &
1% FORME o ERDRE R RIE R
HEVBRAENEFER  mE
B E G E D EUGRIER T Uk
[EICHT S *i@kaJr*H
=+—R8 EnBEUEER
ME (ELBEE \JHHHj:/R)HﬁM
LRUGRIEEL G HRIERES
AR 7,918,000 T(ZE—7X
F: AR%7,977,0007T) ° BfE
BREF ARG EBmE [1TEA
SA

257H) APR2A T DaChan Food (Asia) Limited

As at 31 December 2017, the Group's trade
receivables of RMB5,155,000 (2016: RMB5,754,000)
were individually determined to be impaired. The
individually impaired receivables were related to
customers that were in financial difficulties and
management assessed that only a portion of the
receivables is expected to be recovered. Besides, as
at 31 December 2017, an allowance for doubtful debts
amounting to RMB7,918,000 (2016: RMB7,977,000)
was made collectively on those receivables share
similar credit risk characteristics, such as similar past
due status. The impairment loss has been included in
“administrative expenses” in the consolidated income

statement.
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Notes to the Financial Statements
(BB HEHEIBIN - UARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

17 TRADE RECEIVABLES (continued)

(¢) Trade receivables that are not impaired

The ageing analysis of trade receivables that are
neither individually nor collectively considered to be

impaired are as follows:

—E—+F ZE—RF

2017 2016

BNER Current 306,193 303,399
BEIL R 30K Less than 30 days past due 59,369 54,453
365,562 357,852

R AR 280 HA 7 K R (B A0 B ORI B
AREOBPYEZLENBRANE
FER -

5 280 HU 1fE 30 8 R (5 ) 8 W R TR
ZEBNARBRE R BELE
MBYEFPAR REBABELE
% EEEHGHREEEER
BEARE  fRBIDARER/E
ERAT UGB - 30 4 Lk e U R R
BRHEREER - AEEXRE
LB L AR A EMER S o

AR E ZEAFERR—FA
Yem -

Receivables that were neither past due nor impaired relate
to a wide range of customers for whom there was no recent

history of default.

Receivables that were past due but not impaired related
to a number of independent customers that have a good
track record with the Group. Based on past experience,
management believes that no impairment allowance is
necessary in respect of these balances as there has not
been a significant change in credit quality and the balances
are still considered fully recoverable. The Group does not

hold any collateral over these balances.

All the trade receivables are expected to be recovered within

one year.
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18 Ut Bk Y B LA sk I 18 OTHER RECEIVABLES AND
PREPAYMENTS
—E—tF —E—K

2017 2016

AT EE(E T () VAT recoverable (i) 439,409 383,660
& RIBRFR () Deposits and prepayments (/i) 79,053 101,377
BHRFET Advances to staff 6,681 11,317
HAh Others 17,143 11,423
542,286 507,777

B AT FER B IEERL () Less: non-current VAT recoverable (i) 90,806 91,508
e Current 451,480 416,269

(ii)

AU B3 (B B 4R AT R 4H R SR S5 1R
BT A AR B) A TEIS(ER - R
PREEREN T ZEENEE
BERTEAEEERZNEFHE
BIRHAEEIRER MESE - K
RAEERA BEZZ—tF
+=ZA=+—8 REAEEE
BIREAGK —FERE A/ A IR E
# A A A R ¥ 90,806,000 7T
(ZE—R"F+=ZA=+—8":
AR¥91,508,0007T) °

e FEMNRBREEBE R
[ {4 FE 7 1 HH RO TR A SR R Bt
BT -

MAEEMERFRE(BREKREEAL
HOR) FHR —FAKRE o

KRB (ZEM) BFR2AF DaChan Food (Asia) Limited

(i) The VAT recoverable represents the unutilised input
VAT eligible for offsetting against future output
VAT. The unutilised input VAT arose mainly due
to the insufficient output VAT on sales of chicken
meat to offset the input VAT on purchases of live
chickens from contract farmers. The directors of the
Company are of the opinion that the VAT recoverable
as at 31 December 2017 which will be utilised after
one year is RMB90,806,000 (31 December 2016:
RMB91,508,000) based on the Group's budget.

(i)  Deposits and prepayments consist of advance
payments made to suppliers for purchases of raw

materials and other prepaid expenses.

All of other receivables (including amounts due from related
parties) are expected to be recovered within one year.
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19 CASH AND CASH EQUIVALENTS AND

Wk OTHER CASH FLOW INFORMATION
(a) BERBLEEDAE : (a) Cash and cash equivalents comprise:
B+ - SN
2017 2016
SABERR AT REE  Cash and cash equivalents in the
BenEXRTHRS consolidated statement of
NMIRSZEY () financial position and in the
consolidated cash flow statement (i) 526,568 327,539

(b)

(i)

RZZE—+ttF+=A
=+—H XEBRH
B /) — R I B 2 Rl A9 SR 7T
7 3 A R # 48,000,000 70
EEELRBIEREEAND

() At 31 December 2017, bank deposits of
a subsidiary of the Group located in PRC
amounting to RMB48,000,000, was designated
to remit out for capital injection within the Group.

T e A 2 IR

RITERKRESFIR

(b) Reconciliation of liabilities arising from financing

activities:

Bank loans and interst payables

RN-ZE—tF—-—H—H

MERSRELE :
IS IRITE KT R
BEBITER
ERAE

MERGMELZ DR

Hitb# &
BRI (PHEE6(a))

HA S EREE

RZZB—tH+=ZA=+—H

At 1 January 2017 804,066
Changes from financing cash flows:

Proceeds from new bank loans 2,033,484
Repayment of bank loans (1,949,759)
Interest paid (42,373)
Total changes from financing cash flows ¢ 41,352
Exchange adjustments 13,304
Other changes

Interest expenses (note 6(a)) 42,183
Total other changes 42,183
At 31 December 2017 900,905
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20 JMEAT RS MR 20 TRADE PAYABLES
—E—+tHF —E—RF
2017 2016
FETE SRR Trade payables 701,696 601,357
FrB RN E SEFTEHR—FRLT - The trade payables are expected to be settled within one
year.
RWEHR BNEZERDERER S As of the end of the reporting period, the ageing analysis of
MR - trade payables is as follows:
—E—+tF ZE—RF
2017 2016
BNEA Current 379,814 353,764
D30 K HR Less than 30 days past due 215,088 175,978
31 & 60K Ef 31-60 days past due 62,385 30,293
61 % 90 A% Ef 61-90 days past due 12,367 6,501
90 RJA 3@ HA More than 90 days past due 32,042 34,821
S RE Amounts past due 321,882 247,593
701,696 601,357
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HofbRE A R R AT A+ 21 OTHER PAYABLES AND AMOUNTS DUE
K TO RELATED PARTIES
—E—tF —FT—K
2017 2016
SEEDH (1) Sales rebate (i) 151,214 163,786
e I8 Rek Salaries, wages, bonuses and
H it (< 4a 7 other benefits payable 87,506 93,436
EirEA Accrued expenses 99,399 81,116
%S Contract performance deposits 40,008 32,437
TEMRIE Receipts in advance 14,760 14,317
BERTEERNMNFIA Payables for purchase of fixed assets 58,593 6,728
FERTRRE A TR Amounts due to related parties
(K15t 29(e)) (note 29(e)) 54,100 42,600
HAtb Others 23,879 28,506
529,459 462,926

RIEKBEFAMKEE  AREE
HEREET 8 R - WIS RIR
ERARKEAESTHRS - AlE
REXZHEERETAD LA
H2E0 - FRE LR IR R
R B E AT -

i A BB 3R R R B A £
EREN —FNEL -

(i) In order to promote the sales of livestock feeds, the
Group launched an incentive scheme where a rebate
as a percentage of sales amount is payable to the sales
agents if they can achieve certain criteria as set by the
Group. The incentive rebate is net off to the turnover
when it is recognised.

All of other payables and amounts due to related parties are
expected to be settled within one year.
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22

22 PROVISIONS
—E—+F ZE—RF
2017 2016
w—A—H At 1 January 6,776 12,452
F R B Provisions reversed during the year (3,057) (5,676)
R+=—A=+—H At 31 December 3,719 6,776

AEEFTVETRSHEESRN  ZF
BRAMTRBREMITNGD XNEE
FEFBRHEH R_E—LF+-A
=t—H RERZSHEANEHE
BERERBRIRIENES P A Es
BUR - AEB B R EEEA
R# 3,719,000 T °

KEEm (ZM) AR T DaChan Food (Asia) Limited

The Group entered into certain farm lease contracts which
can be canceled with paying compensation or penalties
to the other party. As at 31 December 2017, the Group
reassessed and reversed the provisions amounting to
RMB3,719,000, which was established in accordance with
the accounting policy in note 3(p) after recognising the
impairment loss on the assets associated with those lease

contracts.



23 R

(a) AEORMWE BT ¢

MR RMEE

Notes to the Financial Statements
(BB HEHMBIN - IARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

23 INTEREST-BEARING BORROWINGS

(a) Bank loans were repayable as follows:

—T—+tF —E—REF
2017 2016
RITERK Bank loans
—HR—FAEE — repayable within 1 year 300,740 560,147
— AR —FRER - repayable after 1 year
MERNER but within 2 years 187,437 243,636
—BERMFERER - repayable after 2 year
AFRNER but within 5 years 412,635 =
RITER B Total bank loans 900,812 803,783
W DEAREAE Less: bank loans repayable
BER—FK within 1 year
EEOBITER classified as
current liabilities 300,740 560,147
NERIERBAE Bank loans classified as
BIERITE K non-current liabilities 600,072 243,636
(b) % (b) Terms
—ZE—+5F ZZE—RF
2017 2016
EIEIRIRTTE K - Unsecured bank loans:

—BEEMENFHEF
2.45% E4.87%
(ZF—AR%F:
FF4.35%)

—ERFENTEEF
1.85% £ 6.70%
(ZF—AR%F:
FF3.99% =
13.30%)

RITERERR

— Fixed interest rate

ranging from 2.45%

10 4.87% per annum

(2016: 4.35% per annum) 206,843 29,000
— Floating interest rate

ranging from 1.85%

10 6.70% per annum

(2016: 3.99% to 13.30%

per annum) 693,969 774,783

Total bank loans 900,812 803,783
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24 DBy B BEBERY A
@ W

R-ZEZLFAA+TEA - K&
BB AT 8 - T AR E
EBE(BEAEEETEMMAR]
MER) AT BTHRERABR
RARBARBD °

(i)  AEELFRIE R T
BRI AT - i A A

24 SHARED-BASED PAYMENTS

(@

Share option scheme

On 14 September 2007, the Group established a share
option scheme that entitles employees of the Group,
including directors of any Group entities, to take up
options at consideration of HKD1 to subscribe for

shares of the Company.

(i)  The terms and conditions of the grants that existed

during the years are as follows, whereby all options

JREREL LLBEH) 58 1R 1Y are settled by physical delivery of shares:

iEzv -

RHBH IR AE & R BBRES K FH

4
Grant Date options Vesting conditions Contractual life
‘000 of options

—E-RF—A+AH 6,600 —ZE-hF—A+XAE —E-hF—A+<AH

16 January 2015 BT —RFA~ATAH BT N\FRAT+H
16 January 2015 16 January 2015
to 10 June 2015 to 10 June 2018

—=—RF—A+H 6,600 —E-RF—A+AH —E-RF—A+AH

16 January 2015 2T —RFARA+TH 22T )\FE~ATH
16 January 2015 16 January 2015
to 10 June 2016 to 10 June 2018

—E-RF—HA+AH 6,600 —E-hF—A+XAH —E-hF—A+<AH

16 January 2015 BT —tFRA+AH BT N\FRAT+AH
16 January 2015 16 January 2015
to 10 June 2017 to 10 June 2018

B tEERR

Total share options 19,800

R-FE—tFR-_ZF—RX
F+ZA=+—HETE
EREENBEEREHEY

KREEEmR (M) AR T DaChan Food (Asia) Limited

The number of options granted to directors and
employees for years ended 31 December 2017
and 2016 are nil.



24 DABAY Ry REwE i 3 1 (48)

(a)

Jilt DB it 8 (48)

(i) HEIRTER 2 H R hE T

(iii)

MR RMEE

Notes to the Financial Statements
(BB HEHMBIN - IARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

24 SHARED-BASED PAYMENTS (continued)

(a) Share option scheme (continued)

(i)  The number and weighted average exercise prices of

FTEEWT - share options are as follows:
—E—tF —TRF
2017 2016
T T
TEE 1I6EE
Weighted BRE  Weighted R
average (| average B
exercise  Number of exercise  Number of
price options price options
BT T BT Fin
HKD ‘000 HKD ‘000
R—R—B&XfIfE Outstanding at 1 January 0.908 15,580 0.947 16,480
FABERIK Forfeited during the year 0.908 (1,405) 1.620 (900)
R+=—B=+—8 Outstanding at 31
RIT{E December 0.908 14,175 0.908 15,580
R+=ZA=+—H Exercisable at 31
EEiey:d December 0.908 14,175 0.908 10,360
JRIRTENT 25 AT 1 K MR % (iii)  Fair value of share options and assumptions

BBR N ERENERFD
REWAAREBELZED
BRHBEREN AR EER
BE-HERLEREAAR
BENGBGHDER=-_EAN
FEEAE - BRED
BRFHHZREN —IA
BWAHRE - ZBEREHR
BMRERITENREE -

The fair value of services received in return for
share options granted is measured by reference
to the fair value of share options granted. The
estimate of the fair value of the share options
granted is measured based on a binomial lattice
model. The contractual life of the share options is
used as an input into this model. Expectations of
early exercise are incorporated into the binomial

lattice model.
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24 DAIBAY Ry REwE i 3 1 (48)

(a)  JJBcHET S (%)

(iii) FEARTER 25 70 18 (8 R MR 5%
(%)

R-_Z—hF—A+HH
REMEREND R EE
RBHAT

RELBNAAEBE
R HER(E
1TE(E

TaRRR bR (BN — I pee
TR R ey ANt
FIRNE)

R RE R HA (B — 1A = B e
TEEL {2 F Y A
FEH)

TERAR S

TR X (ABEINE
ESBEHREE)

KRB (ZEM) BFR2AF DaChan Food (Asia) Limited

24 SHARED-BASED PAYMENTS (continued)

(a) Share option scheme (continued)

(iii) Fair value of share options and assumptions

(continued)

Fair value of share options granted on 15 January

2015 and assumptions are as follows:

Fair value at grant date

Share price at grant date

Exercise price

Expected volatility (expressed
as weighted average volatility
used in the modelling under
binomial lattice model)

Option life (expressed as weighted
average life used in the modelling
under binomial lattice model)

Expected dividends

Risk-free interest rate (based on
Hong Kong Exchange Fund Notes)

HKDO0.200 ~ HKD0.212
0.2007&7T ~ 0.212 7T
HKDO0.900

0.9007&7T

HKDO0.908

0.908 7T

32.29%

3.4 years
344

0%
0.74%



(a)  JJBeHEs B (%)

(%)

(i) HE R R 25 7018 (8 R (R 5%

TEHUR R TR AR R (R

P4 2 hn4E 15 R 67 F

) AREBARAIGE

438 5 7] BE H 3R RO R IR
BEHAE - HHRE A
RIBBEBRSFTHE -

15 S A2 AR BR 75 {1 T
B - s ERBIRBER
X B E

AR EER
I 85t A UL R - B

PR 2 R TR -

BHE_ZT—tF+=A
=T—HIEFER ' UK
RNEEE e E R ER R W
ABARE169,000T(=F
—NF: AR 764,000

TL) r BEREREBRRNTE

=7 o

F70

24 DABAY Ry REwE i 3 1 (48)

MR RMEE

Notes to the Financial Statements

(BEBIHEBIN - RARETFTZ5)
(Expressed in thousands of Renminbi unless otherwise stated)

24 SHARED-BASED PAYMENTS (continued)
()

Share option scheme (continued)

(iii) Fair value of share options and assumptions
(continued)

The expected volatility is based on the historic
volatility (calculated based on the weighted
average remaining life of the share options),
adjusted for any expected changes to future
volatility based on publicly available information.

Expected dividends are based on historical
dividends.

Share options were granted under a service
condition. This condition has not been taken into
account in the grant date fair value measurement
of the services received. There were no market

conditions associated with the share option
grants.

During the year ended 31 December 2017,

equity-settled share option payments expenses

statement.

amounted to RMB 169,000 (2016: RMB764,000)
were recognised in the consolidated income
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24 DAIBAY Ry REwE i 3 1 (48)

REE

(b)

D

24 SHARED-BASED PAYMENTS (continued)

A5 L h IR £y 24 il it (b) Restricted share award scheme
ANZEEN\FF+—A=+=R1" On 23 December 2008, the Group adopted a restricted
RE BN —IBFR G175 & share award scheme (the “Scheme”) to retain the best
rEI([ZETEl]) - BEtmAEE available personnel by providing additional incentives
BE (BEASERTNESE)IR to employees of the Group, including directors of
HEBINEBI LB EBEAT © % Group entities. Unless terminated earlier by the
FEMBERBRATE  BRIFES Board, the Scheme shall be valid and effective for a
ERTERBIRLE - RIBEZTE] term of ten years. The shares repurchased under the
A& A7 — 48 5 1 /3 78 TR il 4% [0 B Scheme become restricted once granted and become
Bn m— KRB THEABR unrestricted again once vested. The Scheme is not
HIAR D o ZEHEINX ETARRIE subject to the provisions of Chapter 17 of the Listing
TEEGERHR Rules.
HE-_ZT—t+tHF+-H=+—H Particulars and movement of the restricted shares
JJ:¢F§ - ZETEI T B A R AR5 under the Scheme during the year ended 31 December
AEREHNT 2017 were as follows:
RZE-tF RZB-t#
-fA-H £ tZA=1-H
HATE  ERRD BEE  FhcRM HAOR
Outstanding  Granted Vested  Forfeited Outstanding  RitAH SR
as at during during during as at Date of Vesting
01/01/2017 theyear  the year the year  31/12/2017 grant period
[E8 Employee 2,197,500 - (2,058500)  (139,000) - 16/01/2015 0-2.4 years
and 0245
30/03/2016
ZE-TF
-ATRER
-5
=h=1A
Z5)0) APFR72A T DaChan Food (Asia) Limited
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(b)

A7 W JBe iy BE Wt 30 (40

AEEEE (ERARA R &% &
ERAN) BIEHNE ETHERS
BB E REMEFHELAR

MR RMEE

Notes to the Financial Statements
(BB HEHMBIN - IARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

24 SHARED-BASED PAYMENTS (continued)

Restricted share award scheme (continued)

Movements in the number of restricted shares
outstanding and the respective weighted average
grant date fair value attributable to the employees and

R EENEFHNT directors of the Group as grantees of the Scheme of
the Company were as follows:
—F—tE ZTREF
2017 2016
REF S METFH
BB K AH
DREEI) BRE  AREE) BRI
Weighted BRHEE  Weighted GEE
average Number of average  Number of
grant date  restricted  grant date restricted
fair value (i) shares fair value (i) shares
BT BT
HKD HKD
R—A—H#KRITE Outstanding at
1 January 0.730 2,197,500 0.740 2,485,000
B Granted - - 0.682 1,970,000
217 Exercised 0.707 (2,058,500) 0.830  (2,197,500)
[mhscalie Forfeited 0.780 (139,000) 0.780 (60,000)
R+=—A=+—8 Outstanding at
M ARTTE 31 December

BB AR EBEERNRRRDR
REBHRAEIE-

H=z—_ZT—+F+-_A=+—H
IEFERN - BRGIKRGZEF
BRI A AR 261,000
—ZT— % AR¥ 1,505,000
7)) BERERAIBERNER -

- - 0.730 2,197,500

(i) Grant date fair value represents the fair value of

the shares of the Company at the grant date.

During the year ended 31 December 2017,
restricted share award scheme payments
expenses amounted to RMB261,000 (2016:
RMB1,505,000) were recognised in the
consolidated income statement.
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24 DAIBAY Ry REwE i 3 1 (48)

(b) A7 W B B BE Wt B (%50)

(i) BARBIBROHARBER

(EE

AHEITE T B R HI R #Y R
ZRBUEBIRESFE
BAREHE REBR
RERGIBEODITEAKE
B R0E B DA e 5 B
XA BEOERNRZER
B o AR A (B BB AR
HHRERZENEER

BRHIBMDOAREE

BERFIBOHAREER
R-ZB-—RF=A=+H

Bt LRBT -

PREBEE  0.6247787T ~
DREE 0.6822 #7T

REHBH 0.7877T
REE

DR 8 EHRER

71.354% I

46.86%

RS 0%

= fig 1| 2R 0.45%

(LA i 81 % 0.90%

phAR A EE

(S10))

232 KEEm (ZEM) BFR2A T DaChan Food (Asia) Limited

(i)

24 SHARED-BASED PAYMENTS (continued)

Restricted share award scheme (continued)

Fair value of the restricted shares and

assumptions

The illiquidity part of the restricted shares
under the Scheme is treated as an at-the-
money European put option by assuming that
the holder of restricted share would buy a put
option to protect against the depreciation risk of
stock price in the vesting period. The difference
between ordinary share price and European put
option price is the fair value of restricted share.

Fair value of the restricted shares granted on 30
March 2016 and assumptions are as follows:

Fair value at grant date HKDO0.6247~
HKDO0.6822
Spot price at grant date HKDO0.78

71.354% and 46.86%

for each option

Expected volatility

Expected dividends 0%
Risk-free interest rate 0.45% and 0.90%
(based on Hong Kong

Dollar Swaps Curve (S10))
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B34 B IR L o b B 25 TAXATION IN THE CONSOLIDATED
STATEMENT OF FINANCIAL POSITION
(a) EEMBSRIF bW ¥ BB - (a) Current taxation in the consolidated statement of
financial position:
—T—+tF ZE—RF
2017 2016
REH) At beginning of the year (9,355) (10,402)
F NS B Provision for income tax for the year (20,014) (33,865)
FRENFEH Income tax paid in the year 27,074 35,128
MEREE) 7 & Effect of movements in exchange rates 86 (216)
RER At end of the year (2,209) (9,355)
& - Represented by:
FEET1S T Income tax payable (2,209) (9,355)
(2,209) (9,355)
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25 EAWBHR B h B (A) 25

(b) EMEREBLIE A (A f) EH)

FARAERERE PSRN K R
MR IAEE (AE) AR

TAXATION IN THE CONSOLIDATED
STATEMENT OF FINANCIAL POSITION
(continued)

(b) Movement of deferred tax assets/(liabilities) during the

year

The components of deferred tax assets/(liabilities)

recognised in the consolidated statement of financial

HEREEHNOT - position and the movements during the year are as
follows:
mERfE
fichiel
k- HERN
Depreciation HEEE- Rt
allowance  FERE  EWHE 0 AFEE EHRE
inexcess  Provision Impairment  HBEE Sales rebate
of the related for loss-  Allowable  and other st
depreciation inventories receivables tax loss accruals Total
RZZ-tE-A-A At 1 January 2017 (322) 344 2,073 1515 25,619 29,229
REABERR Charged to consolidated
(Wi 76)) income statement
(note 7(a)) (14) (17) (285) - (1,115) (1,431)
RZZ—tF+ZA=1-A At 31 December 2017 (336) 327 1,788 1515 24,504 27,198
RZZ-"E—A-A At 1 January 2016 (314) 14 1,042 - 23,195 23,937
ERRABRETA/ Credited/(charged) to
(1B Wi 7)) consolidated income
statement (note 7(a)) 8) 330 1,031 1515 2424 5,292
RZE-"E+ZA=1+-H At 31 December 2016 (322) 344 2,073 1,615 25,619 29,229

KREEEmR (M) AR T DaChan Food (Asia) Limited
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25 HAWMBHRULFR P BE (4]) 25 TAXATION IN THE CONSOLIDATED
STATEMENT OF FINANCIAL POSITION

(©) EFMBHR R B

(continued)

(¢) Reconciliation to the consolidated statement of financial

position

—T—+F ZE—RF
2017 2016
RERE AR Deferred tax assets recognised
HRRIELEHIEE = in the consolidated statement
of financial position 28,134 29,551
RERE EARRER Deferred tax liabilities recognised
ERNRELEHIEEE in the consolidated statement
of financial position (336) (322)
27,798 29,229

(d) AR R E At B2 %

IBARMIEE 3(0) Tk & SHBUR
MR ERERSER R EE T
A AR B T S48 /O R R FERR
Fm A - AR EARRFTHIEA
BB AR 757,966,000 ( = F
—7NF : AR#918,335,0007T)
ERBEERIEE E - BIEEEA

RERE o

(d) Deferred tax assets not recognised

In accordance with the accounting policy set out in
note 3(o), the Group has not recognised deferred
tax assets in respect of cumulative tax losses of
RMB757,966,000 (2016: losses of RMB918,335,000)
as it is not probable that future taxable profits against
which the losses can be utilised will be available in the

relevant tax jurisdiction and entity. The tax losses can

be carried forward for 5 years.
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25 EAWBHR B h B (A)

REE

(e)

D

A B 4 BB AL

RIBREFEE - BIMEEEH
HEEMIINEDEMSHREA
X10% EME - BRIEFEEE
BERER R o RIFEP R EFHET
SR E - EREBK IR
BEERAT 8 E P EE A TR
BHREENHEERESS -
RIE R BT BA R DB B IR
B AEEREAEPBEMEAGF
EZZEEELF+_A=1+—H
AR 9 i ) 2 FE W AR B FA
BANTEIOR o NEBREHPEH
MEARIE-—ZZENF—A—H
B A 2 FE AR B AIZE X S TE D
Bt o FELE - $RER] TR RR 2R
TR ZEN - BT EREA
A HIR 9K B 17 B R BRI AT 7L
IE o

RZT—+tF+=-A=+—8 "
B3I B A AR 9 R F AR A 0
=28 AR 467,779,000
T(ZZ — N F: ARE
396,381,0007T) ° B Z &
NAEIMR BB R XA A BES &
ERELEAERRRETE DR
Al B ER R D IR S BT
B A 2 FE BB W RIR E B I8
BEARK37,990,0007L (==
—7"%F  AR#30,867,0007T) °

25H) APR2A T DaChan Food (Asia) Limited

25 TAXATION IN THE CONSOLIDATED
STATEMENT OF FINANCIAL POSITION
(continued)

(e)

Deferred tax liabilities not recognised

Under the new PRC tax law, dividends received by
foreign investors from their investment in foreign-
invested enterprises are subject to withholding tax
at a rate of 10 percent unless reduced by treaty.
Pursuant to a tax treaty between the PRC and Hong
Kong, the investment holding companies established
in Hong Kong are subject to a reduced withholding
tax rate of 5 percent on dividends they receive from
their PRC subsidiaries. Pursuant to the grandfathering
treatments of the new PRC tax law, dividends
receivable by the Group from its PRC subsidiaries
in respect of its undistributed profits prior to 31
December 2007 are exempted from the withholding
tax. Dividends receivable by the Group from its PRC
subsidiaries in respect of its profits earned since 1
January 2008 will be subject to the withholding tax.
Accordingly, deferred tax would be recognised for
undistributed retained earnings of the PRC subsidiaries
to the extent that the earnings would be distributed in
the foreseeable future.

At 31 December 2017, temporary differences relating
to the undistributed profits of subsidiaries amounted
to RMB467,779,000 (2016: RMB396,381,000).
Deferred tax liabilities of RMB37,990,000 (2016:
RMB30,867,000) have not been recognised in respect
of the tax that would be payable on the distribution
of these retained profits as the Company controls the
dividend policy of these subsidiaries and it has been
determined that it is probable that these profits will not

be distributed in the foreseeable future.
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26 CAPITAL, RESERVES AND DIVIDENDS

HE 2 4L TR 3 v 5 ) (a) Movements in components of equity
AEBEGEERTTEAKIT D The reconciliation between the opening and
BB B B R A BRI BR - B R closing balances of each component of the Group's
EREREHE - AAAlERE consolidated equity is set out in the consolidated
RIARRK ED 7> B SE XN B R B & 5F statement of changes in equity. Details of the changes
BEIWT in the individual components of equity of the Company
between the beginning and the end of the year are set
out below:
HEfRER
WX A5
RE RfEE  BABH®  EXBE Sharebased  REER
Share Share Contributed Translation ~ payment  Retained &t
capital  premium surplus reserve reserve profit Total
Wit (ko)) (Afstaelol)) (Mt 26ial)) (HiEt2sialig) (FHEE26(0)v)
Note  (note 26(c)  (note 26(d)fill (note 26(alfil (note 26(clivll note 26(c)v))
R=E-tE-A-H At 1 January 2017 97,920 582,303 141215 (77,982) 3,847 382,360 1,729,663
EREERAEHRS Equity-setled share-based
payment transactions % - (808) - - (1,300) 520 (1,588)
EfgH Profit for the year - - - - - (3,883) 3,883)
ERENAE Equity reclassification - - - - - - -
Efr2Eka Other comprehensive income - - - (08734 - - (98734)
RZE-tETZA=T-A  At31December 2017 97920 581,495 M215  (176,716) 2,541 378997 1,625,458
RZT—E-F-A At 1 January 2016 97920 583,808 741,215 (187,205) 2817 215158 1513773
EREERNTARS Equity-settled share-based
payment transactions pl - (586) - - 906 - 30
ERigH Profit for the year - - - - - 106347 106347
RiEENE Equity reclassification - 919 - - 64 855 -
Efr2Eka Other comprehensive income - - - 109223 - - 109223
RZZ—VETZR=1t-B  At31December 2016 97920 582,303 74,215 (77,982) 3,847 382360 1,729,663
(i) HREHEBHNACHLEZAE (i)  Contributed surplus represents the excess of the fair

E@‘@(EWuIZG(d )(ii)) &
B BARSBRIENACKH
WA EEBBRARDAME
7R 3T HA T BT AR 1) T (B &Y

37|

t

5 -

puj

value of the shares of NAC determined based on the
basis of the consolidated net assets of NAC at the
date of the reorganisation (see note 26(d)(ii)) over the
nominal value of the shares issued by the Company in
exchange thereof.
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26 HEA - G BB B (BF) 26 CAPITAL, RESERVES AND DIVIDENDS
(continued)
(b) JBE (b) Dividends
(i) JEN AL F R A B i % (i)  Dividends payable to equity shareholders of the
N RE, Company attributable to the year.
RZE—LEFR-FT—RX No final dividends were proposed after the end
FREMEAEBIERES of reporting periods of 2017 and 2016.
REIRRE o
(i)  Z FTRS B B R AF A AL o (ii) Dividends payable to equity shareholders of
IRA] T 2K 4 Al Jig A Rt the Company and minority shareholders of its
J L A D BR B2 JE A R subsidiaries attributable to the previous financial
54 year, approved and paid during the year
—E—tHF —ZT—RK
2017 2016
AT T BT /B A ) Dividends to minority shareholders
DERRRAR S of subsidiaries 23,251 51,035

238 KEEm (ZEM) BFR2A T DaChan Food (Asia) Limited
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26 CAPITAL, RESERVES AND DIVIDENDS

(continued)
(¢) Share capital
EENR B FEITIRA (i) Authorised and issued share capital
“E—tF ZE-RF
2017 2016
R#E KirgE
Number of &% Number of Eac
shares  Amount shares Amount
T T
'000 '000
EE Authorised:
R+tZA=1+—H Ordinary shares of HKDO.1 each
BREMGO.IBTHLER  at31 December 10,000,000 964,358 10,000,000 964,358
BETRACEER - Ordinary shares, issued and fully paid:
R—A—H At 1 January 1,016,188 97,920 1,016,188 97,920
RIERRE 2 Shares issued under share option
7.2 R0 (i) scheme (i) - - = =
Rt=ZA=1+—H At 31 December 1,016,188 97,920 1,016,188 97,920

EBERFAATEEARAR
ATEERZBERER
NEIERARE L BELE
I —F - B ARG
RRARZRHBEEMS F
BRIZER -

The holders of ordinary shares are entitled to dividends as
declared from time to time and are entitled to one vote per
share at general meetings of the Company. All ordinary

shares rank equally with regard to the Company’s residual

assets.
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26 HEAS - Gl BB R (BY)

(¢) B (5D
(i) HElE] ARG

RELU-BER(FE) AR
RAEB—RIBHETHER
il By 2B AT Bl R B 1R
MEFRDR - XFEAER
EEBEEBRIGEAALR
RIZH RS B 2B &t &
B EERD o (E R A R
Bein SRRt 8l — &b
REBEDKMZIETE
B UEXEABARA

R ROw B R E) A 8 AT
FoMARNBBREER
HERHABRAREE -

ZIEREE/SBLNAR
AEERER  Bma
ABRME  WRARAA
MMBAR - EEFADN
BRIDRARIEEFARD ©

KRB (ZEM) BFR2AF DaChan Food (Asia) Limited

26 CAPITAL, RESERVES AND DIVIDENDS

(continued)

(©)

Share capital (continued)

(i) Purchase of own shares

Core Pacific-Yamaichi International (Hong Kong)
is an employee benefit trust used in conjunction
with the restricted share award schemes. The
trustee has agreed to satisfy the award made
under the restricted share award scheme
through the relevant employee benefit trust. As
part of restricted share award scheme, the Group
funds the trust, from time to time to enable the
trustee to acquire its own ordinary shares to
satisfy the award. All shares have been acquired
through the Stock Exchange of Hong Kong
Limited.

The trust was treated as a legal entity separate
from the Company but as a subsidiary of the
Company for consolidation purpose. The shares

held by the trust are treated as treasury shares.
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26 A ~ il BB R (H) 26 CAPITAL, RESERVES AND DIVIDENDS
(continued)
(c) JBeAs () (¢) Share capital (continued)
(ii)  FEE H ARG (3E) (ii)  Purchase of own shares (continued)
ZAZFEEE I #F A B R Details of these shares repurchased and held by
IBHIAT - the trust are set out below:

REORGEE BRAA BRE ENRERE

Number of BREER HEEEE Cash
/R shares  Highest price  Lowest price  consideration
Month/year repurchased paid per share paid per share paid
B B
HKD HKD
“ZZ\FTZA December 2008 548,000 0.85 085 427
“FENET-AR November 2009 2,222,000 1.50 143 2,876
“ERNETZA December 2009 589,000 148 1.48 764
“T-ZERA May 2010 945,000 1.51 1.33 1,206
—E-=%Af May 2013 4,583,000 1.18 1.03 3,957
ZE-ZFR June 2013 497,000 1.09 1.0 432
&t Total 9,384,000 9,662
REBRHBRH2EE Shares granted to
IR TEE MR employees under
restricted share
award scheme (8,685,500}
ERAFRG Shares held at the
end of the year 698,500
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Notes to the Financial Statements
(BBHEPI - UARETT2)

(Expressed in thousands of Renminbi unless otherwise stated)

26 HEAS ~ G BB R (BY)

(c)

JBeAAs (41)

(iii) TR A AR 1 R i o K i

(iv)

AT 1SRRG 155

26 CAPITAL, RESERVES AND DIVIDENDS
(continued)

(©)

Share capital (continued)

(iii)  Terms of unexpired and unexercised share options at

the end of the reporting period

1IE(E ZEB—tHF —E—RF
Exercise price 2017 2016
BT

HKD

ZE-RFAATHE
—=-)\#AAtH
—E—RFRATAE
—=-)\#AAtH
—FtE<ATAE
—=-)\#AAtH

BHBREERTESBEA
RER BRI AN DA AL
B o % EHBBENE—F
HBEHI N BHRRM T
24 »

HRIE A IR 1) e 17 HE i 5 )
191

R=ZZT—+%F ' 2,058,500
IR A% 10 B AR 1% A PR &I i 15
HBAAEENE TE
8 - @B AR 2,018,000
TR ARY1,210,0007CE,
2Bl B & 2N BE B % 18 & A
A% 17 7 B0 1) 2 o b
BERMRER -

10 June 2015 to
10 June 2018
10 June 2016 to
10 June 2018
10 June 2017 to
10 June 2018

KRB (ZEM) BFR2AF DaChan Food (Asia) Limited

(iv)

0.908 4,725,000 5,140,000

0.908 4,725,000 5,220,000

0.908 4,725,000 5,220,000
14,175,000 15,580,000

Each option entitles the holder to subscribe for
one ordinary share in the Company. Further
details of these options are set out in note 24 to
the financial statements.

Shares granted under restricted share award scheme

In 2017, 2,058,500 shares were vested to
employees under restricted share award
scheme. An amount of RMB2,018,000 and
RMB1,210,000 was transferred from capital
redemption reserve and share-based payment
reserve to share premium account, respectively.



26 A~ G BB S (BY)

(d) s Z PR K M &

1)

(ii)

J 17 i 16 R A JE 1] i

A7 it (B 45 7K 22 B B £ @
B8R AR R TR AT IR
WA SRZEEZ5 - 1R
BRESEBARE AR
Bl 0 B Bk B 7 H 0K
FTEARBRRKR  REAXAR
RIEEEEED KRS E
B Bae/1/BEER—
REBIEZBIHETS

BOFEHEEXEAMERD
NFrA 2B BEEE -
BRI SERFRLD -

o O

BREABEERQRANER
BMEXSHMAERRAAE
REMBHEAE(E
M) ARRBANACHE
BFAR B 2417 1,999,999 8 &
BREE 0.1 B A LR -
TE R R F AT NAC AR
RERMRE - REMNACE
ABRABFEERARRRIER
RBMBEITRDEENZ
B ODREMAERAEES
REMBMERPHE G
1o

MR RMEE

Notes to the Financial Statements
(BB HEHMBIN - IARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

26 CAPITAL, RESERVES AND DIVIDENDS
(continued)

(d) Nature and purpose of reserves

@

(i)

Share premium and redemption reserve

The share premium represents the difference
between the par value of the shares of the
Company and proceeds received from the
issuance of the shares of the Company. Under
the Companies Law of Cayman Islands, the
share premium account of the Company is
distributable to the shareholders of the Company
provided that immediately following the date on
which the dividend is proposed to be distributed,
the Company would be in a position to pay off
its debt as they fall due in the ordinary course of

business.

Redemption reserve represents the historical
value of shares repurchased and held by the

trustee which are treated as treasury shares.

Merger reserve

Pursuant to the reorganisation plan of the
Group in preparation of the Company’s listing
in the Main Board of The Stock Exchange of
Hong Kong Limited (“the Reorganisation”), the
Company issued 1,999,999 ordinary shares
of HKDO.1 each to the then shareholders of
NAC in consideration of acquiring their equity
interests held in NAC. The difference between
the then shareholders’ total capital contributions
to NAC over the nominal value of the shares
issued by the Company in exchange thereof
was transferred to the merger reserve in the
consolidated financial statements as at the date

of Reorganisation.
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(Expressed in thousands of Renminbi unless otherwise stated)

26 EA - il BB R (4) 26 CAPITAL, RESERVES AND DIVIDENDS
(continued)

(@) PR R RS ()

(iii) P E

15817 B AR = R B
E B TREA B BR
B BOE R A R AR R R H
B 5K 32 B9 B B A ) A 48 4
ERET UEEHUES
SR o

—REEHEEE

FEIME AR ZAERESH
SR REREEHEE
BREEREF10% DEEE—
MEGRES BEEHELS
FRIEZTMEREB0% &
- EBESEERFENE
ERERFEEADIREE
AT{EH ©

PEZEREE

HETHEHEBARNER
VhEERES  BHEE
LHMBARESSEE
RTE o ES R A ANE
MEAREESBENE
FEEARIE R E(flanf
BE RERHMEIRE
FFHE) - ZESKRIFEI

TRl - MZESHE
B B A 1A BRBR 0 R AR B,
RIER °

b

244 Kk Em (Z2M) ABPFR2A T DaChan Food (Asia) Limited

(@)

Nature and purpose of reserves (continued)

(iii)  PRC statutory reserves

Transfers from retained earnings to PRC
statutory reserves are made in accordance with
the relevant PRC rules and regulations and
the articles of association of the Company's
subsidiaries established in the PRC and were
approved by the respective boards of directors.

General reserve fund

The subsidiaries in the PRC are required to
appropriate 10 percent of their after-tax profit,
as determined in accordance with the PRC
accounting rules and regulations, to general
reserve fund until the reserve balance reaches 50
percent of the registered capital. The transfer to
this reserve must be made before distribution of
a dividend to shareholders.

Enterprise development fund

Certain subsidiaries in the PRC are required
to set up an enterprise development fund.
Transfers to this fund are made at the discretion
of the board of directors of the subsidiaries.
This fund can only be utilised on capital items
for the collective benefit of the subsidiaries’
employees such as the construction of
dormitories, canteens and other staff welfare
facilities. This fund is non-distributable other than
on liquidation. The transfer to this fund must
be made before distribution of a dividend to

shareholders.
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(d)

(e)

i i 2 P T B 3 ()

(iv) FESL

X RESERREEI
F TS B R B IS R &
BMESBER/RNTENE R
AREFENEBEARA
MERELNAAELE
o

(v)  LURG 7 FERENT AT
AR RERE X

ERBHIEES(n) (i) ARER
AR B E TR S & 5

BUR - ERER TAEHE
BEMNRITERERERSE

B I B 1 2R B 0 B R S A
AEENAREE-

Y 23 U

R_F—tFt+t-_A=+—8"
A DK T AR R BRIR A A
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1,631,743,0007T) °

MR RMEE

Notes to the Financial Statements
(BB HEHMBIN - IARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

26 CAPITAL, RESERVES AND DIVIDENDS
(continued)

(@

()

Nature and purpose of reserves (continued)

(iv)  Translation reserve

)

The translation reserve comprises all foreign
exchange differences arising from the translation
of the financial statements of foreign subsidiaries
outside of the PRC, and the translation of inter-
group loans classified as net investment in PRC
subsidiaries.

Share-based payment reserve

The share-based payment reserve comprises the
fair value of the actual or estimated number of
unexercised options and restricted share awards
granted to employees of the Group recognised in
accordance with the accounting policy for share-
based payments in note 3(n)(ii).

Distributability of reserves

At 31 December 2017, the aggregate amount
of reserves available for distribution to equity
shareholders of the Company was approximately

RMB1,527,538,000 (2016: approximately
RMB1,631,743,000).
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(Expressed in thousands of Renminbi unless otherwise stated)

26 HEAS - Gl BB R (BY)

®

YA AL

7R £5 [ 1) TR T 478 1 A e g
BEREENKAREBEERR
RGBT - IEMAER TR ER
i DEBERARTSEL
IREBOHRHEER

AEBEEER L E RS RERE
HERRERE  AEFHELER
=R EH AR R R EEK
FRBRESKREHEZBE R
RIEME < MEUS T - LRE
REERECHERNREELH
o

AEBETEERBEEERNLERNE
B EEREERERS - St &
AEEDEDBE - REFLH
B R RNEE A REHE MR
RORB 2R  BITHRKAMK

KRB (ZEM) BFR2AF DaChan Food (Asia) Limited

26 CAPITAL, RESERVES AND DIVIDENDS
(continued)

() Capital management

The Group’s policy is to maintain a strong capital base
so as to maintain creditor and market confidence and
to sustain future development of the business, by
pricing products and services commensurately with
the level of risk and by securing access to finance at a
reasonable cost.

The Group actively and regularly reviews and manages
its capital structure to maintain a balance between
the higher shareholder returns that might be possible
with higher levels of borrowings and the advantages
and security afforded by a sound capital position, and
makes adjustments to the capital structure in light of

changes in economic conditions.

The Group monitors its capital structure on the basis
of a total liabilities-to-capital ratio. For this purpose,
capital is defined as total equity. In order to maintain or
adjust the ratio, the Group may adjust the amount of
dividends payable to shareholders, issue new shares
or return capital to shareholders.



MR RMEE

Notes to the Financial Statements
(BB HEHEIBIN - UARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

26 A ~ il BB R (H) 26 CAPITAL, RESERVES AND DIVIDENDS
(continued)

) HEARH(H) (f)  Capital management (continued)
RZE—tFRZFT—RF+= Total liabilities-to-capital ratio at 31 December 2017
A=+—Bz#HBaEEERLEK and 2016 was as follows:

UM

—E—+F ZE—RF

2017 2016
mEAE Current liabilities 1,537,823 1,654,782
EmBEE Non-current liabilities 600,408 243,958
aE8E Total liabilities 2,138,231 1,898,740
ERBE Total equity 1,860,566 1,761,395
BEBEEEARLL R Total liabilities-to-capital ratio 1.15 1.08
AN a)skEKT B A R EmERIN Neither the Company nor any of its subsidiaries are subject
EBHEINE EARE S o to externally imposed capital requirements.
27 R 27 COMMITMENTS

(a) HEARR (a) Capital commitments
RZEBE—+t&F+_A=+—HI Capital commitments outstanding at 31 December
AR EMIERRIELBEENE 2017 not provided for in the consolidated financial
RAEENTR : statements were as follows:

—E—+F —E—RF
2017 2016
B2E]4 Contracted for

—EEEE - Fixed assets 98,591 51,885
—_E — Investment 6,000 =

EEBEERTLD Authorised but not contracted for
—BEEEE - Fixed assets 246,591 90,718
351,182 142,603
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(Expressed in thousands of Renminbi unless otherwise stated)

27 7RI (H) 27 COMMITMENTS (continued)
(b) HERIERYE (b) Operating lease commitments
RZE—tF+=_A=+—8" At 31 December 2017, the total future minimum lease
R PR AT 8 48 & A A FE T B9 R payments under non-cancellable operating leases are
KRR E T RABBIT - payable as follows:
—E—tF ZE—RF
2017 2016
—FR Within 1 year 4,325 6,258
—FLAEERFUA After 1 year but within 5 years 12,171 16,039
AFENAE After 5 years 61,286 84,975
77,782 107,272

(©)

KREEEmR (M) AR T DaChan Food (Asia) Limited

AEBRBELEHOEEZEY
Rt  EREASH-—RA—
EL+F AREFREEME K
RERBERET - ZFHOM
PERFAEE -

ik ORI

rEBERETREERF ([ROR
FDAIZ—FHNa (A
YTEEBFEZ) Bt A5E
RIS RKIEE KT EEE N IHE
ERARVNEFEBENAETE
BERMEH EREHR B
AIRNARNEFBREEENTSH
W

(©)

The Group leases a number of properties and land
under operating leases. The leases run for an initial
period of one to fifty years, with an option to renew the
leases when all terms are renegotiated. None of the

leases includes contingent rentals.

Purchase commitments

The Group entered into one-year contracts (renewable
and reviewed annually) with certain selected farmers
(“Contract Farmers”) under which the Group agrees
to purchase live chickens, upon fulfilment of certain
quality requirements, from the Contract Farmers
at an agreed price determined based on the then
prevailing market prices. The amounts of live chickens
contracted to be purchased from the Contract Farmers

at the end of the reporting period were as follows:

—E—+F —EF—RF
2017 2016
EHED Contracted for 245,703 204,412




28

29

Bk L4

—EXMBARERESH —KHPELQF
RENFLRET _FHE - BERR
AREME AR ERR - AR
RELSSMEEKRAARKE 1138
BT ReBRIRE-FHIRMGE -
RIBZERER  AKERREEHE
BR PAZRET B AT RE R/ o Bt - B
FLUL AR AART IR B -

BN -2 5

BRE KRR R A RBENEEALER
S REBETMTEABEALR
5 e

(@) WAL 448 B BB A 1 B

FA - BTIZTOXHEARR
BEALRS :

REALTER
Name of party

28

29

MR RMEE

Notes to the Financial Statements
(BB HEHEIBIN - UARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

CONTINGENT LIABILITIES

A subsidiary is defending an action brought by a company in
China for second instance. Although liability is not admitted,
if the defence against the action is unsuccessful, then fines
and legal costs could amount to RMB11.3 million, which is
estimated based on the judgement of first instance. Based
on legal advice, the Group does not believe it probable that
the court will find against them. No provision has therefore
been made in respect of this claim.

RELATED PARTY TRANSACTIONS

In addition to the related party information disclosed
elsewhere in the financial statements, the Group entered
into the following material related party transactions.

(a) Name and relationship with related parties

During the year, transactions with the following parties
are considered as related party transactions:

HHEFE A THER
Relationships

REEHREERDBRAR (TRKERMREE]) *

R AT

Great Wall Enterprise Co., Ltd. ("GWE")

APREIRR (35R%) AR A7) ([ RBCEIRR 1)
Great Wall International (Holdings) Ltd. (“GWIH")

IR FERFR AR ([HERKF]) *
Great Wall Yung Huo Food (Beijing) Co., Ltd.
("GWYHB")

RREEBRMBRMERAR ([REEEREM]) *

Total Nutrition Technologies Co., Ltd. (“TNT")

RBLWEERMARAR (BUFERM])*
Tai Ji Food Co., Ltd. (“TJF")

Ultimate holding company

AR AT
Intermediate holding company

R 3 (AR B RAIER A R]) R 2 )
Subsidiary of GWE, ultimate holding company of
the Company

KBRS (KRR AIBRAIERAR) HIMTE R A
Subsidiary of GWE, ultimate holding company of
the Company

R Z (AR B RAIER A R]) IR 2 )
Subsidiary of GWE, ultimate holding company of
the Company
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(Expressed in thousands of Renminbi unless otherwise stated)

29 BHEALRY (8])

()  BHOAN A0 B SR i Bl 47
(#0)

BEALER
Name of party

29 RELATED PARTY TRANSACTIONS

(continued)

(€))

Name and relationship with related parties (continued)

EAREE A T AR
Relationships

IERERFFERBRAR ([dEREH ) *
Beijing Universal Chain Food Co., Ltd. (“"BUCF")

ARG (RB) BRAB (AR RS (KE) ) *

Great Wall Food (Tianjin) Co., Ltd. (“GWF-TJ")

AKBMEmR(KE) BRAF ([ REKBMRR)]) *
DaChan Showa Foods (Tianjin) Co., Ltd. (“DSF")

RBCOKREERNM (IER) BRAE ([ RBFCKEILER) D) *
Great Wall FeedTech (Beijing) Co., Ltd.

(“GWFT-BJ")

ARBK L BRI (R2R) AR AR ([ RBKERE) ) *
Great Wall FeedTech (Tianjin) Co., Ltd.

(“GWFT-TJ")

ARRERRGR (RE)BRAF ([ AKRRR G

DaChan Liangyou Foods (Tianjin) Co., Ltd.

(“DLF-TJ")

AKRRBRR(LE8)BRAT ([ REKRKRESR
DaChan Liangyou Foods (Shanghai) Co., Ltd.

("DLF-SH")

Marubeni Corporation (“MAR")

KREEEmR (M) AR T DaChan Food (Asia) Limited

Z1)*

1)

AR (KRB M &KRIERAR])) M E A R
Subsidiary of GWE, ultimate holding company of
the Company

REKBIE (R QBRI RN R AR]) BB A A
Subsidiary of GWIH, intermediate holding
company of the Company

ARKBIER (R QBRI R NERAR]) BB A A
Subsidiary of GWIH, intermediate holding
company of the Company

REKBIE (R QBRI R N ERAR]) BB A A
Subsidiary of GWIH, intermediate holding
company of the Company

ARKBIE (R QBRI R NERAR]) BB A A
Subsidiary of GWIH, intermediate holding
company of the Company

AR 3 (RR B REAIER A R]) A& A 8]
Associate of GWE, ultimate holding company of
the Company

AR (KRR AR &R A A)) AYEEE A 7
Associate of GWE, ultimate holding company of
the Company

Minority shareholder



29 BHEALZRY (8)
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Notes to the Financial Statements
(BB HEHMBIN - IARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

29 RELATED PARTY TRANSACTIONS

(continued)
B A - 44 8 5 B B e A\ 1 B A% (a) Name and relationship with related parties (continued)
(41)
BEALER EHRRE A T HEER

Name of party

Relationships

Marubeni (Dalian) Co., Ltd. (“MAR-DL")

Hansen Inc.

RNBEERFR AR ([ RFME]) *
Dacheng Land Development Limited (“DLD")

DaChan (VN) Co., Ltd. ("DVN")

DACHAN (ASIA-PACIFIC) LIM (“DAPL")

REFEKIEEMERBER AR ([ RBEHEE]) *
Advent Prosperity Real Estate Development

Co., Ltd. (“APRD")

IRESRERRERAR ([EREE])*
Beijing Weixi Agriculture Development Co., Ltd.
(BUWX)

SEFERERARAR ([ZEBEEER])
Taiwan International Gene Co., Ltd. (“TIG")

BEAKEM(RER)BRAR (TRDF-TJI) *

Rupp & DaChan Foods (Tianjin) Co., Ltd. (“RDF-TJ")

Marubeni (2R ER) BIFTE A 7]
Subsidiary of Marubeni, minority shareholder

HBERELALE  BRELE  BRXFLEERERR
FEHRAREEREGHNAA

Mr. Han Jia-Hwan, Mr. Han Chia-Yin, Mr. Han
Chia-Yau and Mr. Harn Jia-Chen jointly own
100% interest of Hansen Inc.

Hansen Inc. 92 &K B A A
Wholly-owned subsidiary of Hansen Inc.

N[ EUN
Subsidiary of an associate

NG ZEN
Subsidiary of an associate

()Nl N

Associate of a subsidiary

i NCIlEo) =N
Associate of a subsidiary

ilEEYNGIE) NG
Associate of a subsidiary

i NCIlEo) =N
Associate of a subsidiary
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(Expressed in thousands of Renminbi unless otherwise stated)

29 WAL 5 (A1) 29 RELATED PARTY TRANSACTIONS
(continued)
(@) B S5 B B AL AR (a) Name and relationship with related parties (continued)
(41)
BEALTER EARRE A T HIBER
Name of party Relationships
BN EEBRBRM TR IRERR AR (TMCCI) * MEARINRER
Mengcun Hui Autonomous County Construction Investor of a subsidiary

Investment Co., Ltd. (“MCCI")

FIERERBEAR AR (DRYIZEKR]) * EthRAEA T+
Shenzhen Huada Gene Technology Co., Ltd. Other related party
(“SHGT")
3 AR EBHOREZERSE - a The English translation of the company names is for reference
ZERRIREE &P R only. The official names of these companies are in Chinese.
b EREEALRS (b) Significant related party transactions
FREABEATR BB Particulars of significant related party transactions
N during the year are as follows:
—E2—+tF ZE—RF
2017 2016
HEEM Sales of goods 202,984 224,029
HIERM R E @ Purchases of material and goods 17,881 24,139
BEER Management services 674 665
BiREHESRE Rental services provided 554 =
BRI T AR Processing services provided 23,337 24,803

252 KEEm (ZEM) AR T DaChan Food (Asia) Limited
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Notes to the Financial Statements
(BB HEHMBIN - IARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

29 RELATED PARTY TRANSACTIONS
(continued)

(¢) Key management personnel remuneration

Remuneration for key management personnel of the
Group, including amounts paid to the Company's
directors as disclosed in note 8 and certain of the

highest paid employees as disclosed in note 9, is as

follows:
B+ T
2017 2016
HHREEF Short term employee benefits 8,465 7,956
RIRETEI R Retirement scheme contributions 124 105
ARG D A ERER A Share-based payments - =
8,589 8,061

MemBmeEst A TEIRA] (K
i 6(b))

R o B N, sk

RBERR - NEEE AT RE
AL#ES

Total remuneration was included in “staff costs” (note
6(b)).

(d) Amounts due from related parties

As at the end of the reporting period, the Group had
the following balances with related parties:

P& —B—tf —FAF
Note 2017 2016
FEWE 5 R Trade receivables (i 56,163 62 465

(i) BEATHERESIEX
TEEE . 2B REEFR
—FAKE - R=ZF—+
F+ZA=1+—RH U&
HZEREELERNRE
&8 o

()  Trade receivables from related parties are
unsecured, interest free and are expected to
be recovered within one year. There was no
significant impairment loss made against these
amounts at 31 December 2017.
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29 BHHEALARY (8])

(e)  MEASBHEEA L% ¥

RB|EHRR - AEEHF A TRE

29 RELATED PARTY TRANSACTIONS
(continued)

(e)

Amounts due to related parties

As at the end of reporting period, the Group had the

ANT#ER following balances with related parties:
P EE —ET—+tF ZE—RF
Note 2017 2016
FERTE ZERM Trade payables (i) 2,044 2,323
HAd 5008 Other payables 54,100 42,600
56,144 44,923

() MEATHENESER
TR - B8 RIEHR
—E L -

(0 i LI A B B Rl B B 2 % i
]

EXFREETHEALRSEX
MEXFAFEWERS (EE
R ETHRAUNEVLATE) - ETH
AIEVUAENHERTHNES
BWmE [BERS | —& -

KREEEmR (M) AR T DaChan Food (Asia) Limited

®

(i) Trade payables to related parties are unsecured,
interest free and are expected to be paid or

settled within one year.

Applicability of the Listing Rules relating to connected

transactions

Certain related party transactions listed above
constitute connected transactions or continuing
connected transactions as defined in Chapter 14A of
the Listing Rules. The disclosures required by Chapter
14A of the Listing Rules are provided in section
headed “Connected transactions” of the Report of the

Directors.
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Notes to the Financial Statements
(BB HEHEIBIN - UARETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

FINANCIAL RISK MANAGEMENT AND
FAIR VALUES

The Group's principal financial instruments comprise
cash and cash equivalents, trade receivables and other
receivables, interest-bearing borrowings and trade payables
and other payables. Exposure to credit, interest rate,
currency, business, liquidity and commodity price risks arise
in the normal course of the Group’s business. The Group is
also exposed to equity price risk arising from movements in

its own equity share price.

The Group's exposure to these risks and the financial risk
management policies and practices used by the Group to

manage these risks are described below:
(a) Credit risk

It is the risk that a counterparty is unable to pay
amount in full when due. It arises primarily from the
Group's trade receivables and amounts due from
related parties. The Group limits its exposure to
credit risk by rigorously selecting counterparties. The
Group mitigates its exposure to risk relating to trade
receivables by dealing with diversified customers with
sound financial standing. The Group seeks to maintain
strict control over its outstanding receivables and has a
credit control policy to minimise credit risk. In addition,
all receivable balances are monitored on an ongoing
basis and overdue balances are followed up by senior
management. The Group's diversified business base
ensures that there are no significant concentrations
of credit risk for a particular customer. The maximum
exposure to credit risk is represented by the carrying
amount of each financial asset in the consolidated

statement of financial position.
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30 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (continued)

(@)

(b)

Credit risk (continued)

The Group's exposure to credit risk is influenced
mainly by the individual characteristics of each
customer rather than the industry or country in which
the customers operate and therefore significant
concentrations of credit risk primarily arise when
the Group has significant exposure to individual
customers. At the end of reporting periods, 2.8 percent
(2016: 2.8 percent) and 7.0 percent (2016: 9.7 percent)
of the total trade receivables was due from the Group’s
largest customer and the five largest customers,
respectively.

Further quantitative disclosures in respect of the
Group's exposure to credit risk arising from trade and
other receivables are set out in notes 17 and 18.

Liquidity risk

In the management of liquidity risk, the Group
monitors and maintains a level of cash and cash
equivalents deemed adequate by management to
finance the Group's operations and mitigate the
effects of short-term fluctuations in cash flows.
The Group's treasury department is responsible
for maintaining a balance between continuity and
flexibility of funding through the use of banking
facilities in order to meet the Group's liquidity

requirements.
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30 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (continued)

it Bl 4 LB (48) (b) Liquidity risk (continued)
TRARPIREPRREER LA The following table details the remaining contractual
ANEIR T ARB R E LM RAER maturities at the end of reporting period of the Group's
RERBFAEZHITEEHAR and the Company's non-derivative financial liabilities,
(BREEEHNEAENN SR which are based on contractual undiscounted cash
18 - EFBAE - Bl RS flows (including interest payments computed using
HIRFRHE)  RAEERAR contractual rates or, if floating, based on rates current
ANRIENOEFEEE at the end of reporting period) and the earliest date the
Group and the Company can be required to pay:
“E-tE
2017
BRER
ERBe —ERg —ENE MENLE
REAE REXEE  AIRWE  BIREE
Total Within ~ Morethan ~ More than
[RAE  contractual 1 year 1 year 2 years
Carrying undiscounted oron but less but less
amount cash flow demand than2years than5 years
FATER Bank loans 900,812 946,109 320,047 204,326 421,736
EREZRR Trade payables 701,696 701,696 701,696 - -
HihEMIE Other payables 529,459 529,459 529,459 - -
2131967 2171264 1551202 2043% 421,736
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30 AR AT BE & A R A (%) 30 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (continued)

(b)  TEE 4B (%) (b) Liquidity risk (continued)
“ENE
2016

AR

¥REE —ERg —EHE M £
MERE  EKEREE  EIREE BEORLF

Total Within More than More than

fREE  contractual 1 year 1 year 2 years

Carrying  undiscounted oron but less but less

amount cash flow demand  than2years than b years

RITER Bank loans 803,783 839,032 591,889 247,143 -
ERESER Trade payables 599,034 599,034 599,034 = =
HihEMFIE Other payables 465,249 465,249 465,249 = =
AR S Dividend payables 14,221 14,221 14,221 - =

1,882,287 1,917,536 1,670,393 247,143 =

(c)  FIFM B (¢) Interest rate risk
REBEF KRB R G EE The Group's interest rate risk arises primarily from
Koo UZEF XK E TR X B interest-bearing borrowings. Borrowings issued at
MERDAEREE@RRS variable rates and at fixed rates expose the Group to
MEBN R &R EENXE cash flow interest rate risk and fair value interest rate
% o risk respectively.
REBTEERNFR REEK The interest rates and terms of repayment of
TR 23 - AEEA)FE the interest-bearing borrowings of the Group are
T = 42 FhoFHE A K| 2R B B EHIR disclosed in note 23. The Group's floating interest rate
SREZFHNEAR - borrowings are exposed to a risk of change in cash

flows due to changes in interest rates.

258 KEEm (ZM) AR T DaChan Food (Asia) Limited
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(Expressed in thousands of Renminbi unless otherwise stated)

30 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (continued)

(©)

(d)

Interest rate risk (continued)

At 31 December 2017, it is estimated that a general
increase/decrease of 100 basis points in interest
rates, with all other variables held constant, would
have decreased/increased the Group's profit after tax
and retained profits by approximately RMB6,798,102
(2016: RMB6,492,324), and there is no impact on other
components of the consolidated equity, except for
retained profits of the Group.

The sensitivity analysis above has been determined
assuming that the change in interest rates had
occurred at the end of reporting period and had been
applied to the exposure to interest rate risk for both
derivative and non-derivative financial instruments in
existence at that date. The 100 basis point increase/
decrease represents management’'s assessment of
a reasonably possible change in interest rates over
the period until the next annual reporting period. The

analysis is performed on the same basis for 2016.

Currency risk

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

currencies.
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30 ik B 4T B R 4 S U (&)

(d)

45 s ML B (4) (d) Currency risk (continued)
(i) B R (i)  Exposure to currency risk
T 3R Bl 7R 5 B A R AR The following table details the Group's exposure
AEAEBREEXAER at the end of reporting period to currency risk
155 FA AR B8 & B Th g 5 5 LA arising from recognised assets or liabilities
NN EEFEMELENE denominated in a currency other than the
MRk AE - RAESR functional currency of the entity to which they
W AXEREBESEUAR relate. For presentation purposes, the amounts
oE - FRREEXR of the exposure are shown in RMB, translated
FELEERARERKBE - using the spot rate at the year end date.
HNISTE W R B A dE (AAR Exposure to foreign currencies (expressed in
BTT25) thousands of Renminbi)
—ZE—+tF
2017
xR AR BT
UsD RMB HKD
FEWE SRR Trade receivables - - -
RekBEEEED Cash and cash
equivalents 14,170 7,121 893
JERTE SRR Trade payables (36,634) - (39,926)
FTREE Interest-bearing
borrowings - (175,358) -
EBAEER Net exposure arising
BEEEFRER from recognised
HHE assets and liabilities (22,464) (168,237) (39,033)

30 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (continued)

KREEEmR (M) AR T DaChan Food (Asia) Limited
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(Expressed in thousands of Renminbi unless otherwise stated)

30 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (continued)

(d) Currency risk (continued)
(i)  Exposure to currency risk (continued)

Exposure to foreign currencies (expressed in

thousands of Renminbi)

—ERF
2016
ETT AR BT
usD RMB HKD
FEUE 5 B8R Trade receivables = = =
ReRESEEY Cash and cash
equivalents 11,796 4,486 2,535
JEE SRR Trade payables (74,192) - (14,065)
AEEE Interest-bearing
borrowings - (590,549) -
BREREER Net exposure arising
BEEEZFRRE from recognised
I assets and liabilities (62,396) (586,063) (11,530)
BT (ii)  Sensitivity analysis

TRHEY - REAHEAM
RBREHERTE  HWRY
BERREAEE@EBEE
RERHERRZ B HE
2 BEANKBERRER
BREIEN (REFAF)
EEREEE - FURED
rEJRASE R BB S
g MR IAE T K&
R NEEE B LI B
FHE °

The following table indicates the instantaneous
change in the Group’s loss or profit after
tax (and retained profits) that would arise if
foreign exchange rates to which the Group has
significant exposure at the end of reporting
period had changed at that date, assuming all
other risk variables remained constant. The
sensitivity analysis includes balances between
Group entities where the denomination of the
balances is in a currency other than the functional
currencies of the lender or the borrower.
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30 Ak BB A BH B A e A (51) 30 FINANCIAL RISK MANAGEMENT AND

FAIR VALUES (continued)

(@)  FW R EE (8 (@

Currency risk (continued)

REE

D

(i) BRI T (FE)

M)

(ii)  Sensitivity analysis (continued)

“E—tf ZERE
2017 2016
RS HERBE
v )54 AR
Bzt BERA BE LT/ BFRA
(T B%) mEE (TB&) i)
Increase/ Effect on Increase/ Effect on
(decrease) profit after tax (decrease) profit after tax
in foreign and retained in foreign and retained
exchange rate profits exchange rate profits
ARE RMB 5% 3,598 5% 27,671
-5% (3,598) 5% (27,671)

EREINDTR/AEHE
ARIREEBNERB
HoOBRBREBERIOEN &

#m o RAOEZIMER
HEHRE BABIHE X

Results of the analysis as presented in the above table
represent an aggregation of the instantaneous effects on
each of the Group entities’ profit or loss after tax and equity
measured in the respective functional currencies, translated
into RMB at the exchange rate ruling at the end of reporting

& A AR FTE A 8] period for presentation purposes.
Eé:r Bag ?3% °

HREMED I THRRE R &

The sensitivity analysis assumes that the change in foreign

O R BEHKREENE exchange rates had occurred at the end of reporting period
ARAEFBEATEATRE and had been applied to each of the Group entities’ exposure
EMIFTETANERR to currency risk for non-derivative financial instruments
R E - R P H it B & in existence at that date, and that all other variables, in
(LEEMNX) @G particular interest rates, remain constant. The analysis is

miEd e DT EER _F
— "R e

) &PBR2 7] DaChan Food (Asia) Limited

performed on the same basis for 2016.
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(Expressed in thousands of Renminbi unless otherwise stated)

30 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (continued)

(e)

Business risk

The Group is exposed to financial risks arising
from changes in prices of livestock and livestock's
agricultural produce and the change in cost and supply
of feed ingredients, all of which are determined by
constantly changing market forces of supply and
demand, and other factors. The other factors include
environmental regulations, weather conditions and
livestock diseases. The Group has little or no control
over these conditions and factors.

The Group is subject to risks relating to its ability
to maintain animal health status. Livestock health
problems could adversely impact production and
consumer confidence. The Group monitors the health
of its livestock on a regular basis and has procedures
in place to reduce potential exposure to infectious
diseases. Although policies and procedures have been
put into place, there is no guarantee that the Group will
not be affected by epidemic diseases.

The Group manages its exposure to fluctuation in the
price of the key raw materials used in the operations by
maintaining a large number of suppliers so as to limit
high concentration in a particular supplier.
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30 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (continued)

®

(€3]

Commodity price risk

The Group is exposed to price risks arising from any
unexpected increase in the prices of corn and soybean
meal commodities before committing to purchase
of raw materials and any unexpected decreases in
the prices of corn and soybean meal commodities
following completion of purchases. To protect the
Group from the impact of price fluctuations in corn
and soybean meal commaodities, commodity derivative
contracts are entered into with independent futures
trading agents. Changes in the fair value of commodity
derivative contracts that economically hedge the price
fluctuations in corn and soybean meal commodities
and for which no hedge accounting is applied are

recognised in the consolidated income statement.

Fair value measurement

(i)  Financial assets and liabilities measured at fair value

In accordance with IFRS 13 Fair Value
Measurement, the Group defines the three
levels of fair value hierarchy. The level into
which a fair value measurement is classified is
determined with reference to the observability
and significance of the inputs used in the
valuation technigue as follows:
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(Expressed in thousands of Renminbi unless otherwise stated)

30 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (continued)

(g) Fair value measurement (continued)

(i)  Financial assets and liabilities measured at fair value

(continued)

° Level 1 valuations: Fair value measured
using only Level 1 inputs i.e. unadjusted
quoted prices in active markets for identical
assets or liabilities at the measurement
date

o Level 2 valuations: Fair value measured
using Level 2 inputs i.e. observable
inputs which fail to meet Level 1, and not
using significant unobservable inputs.
Unobservable inputs are inputs for which

market data are not available

o Level 3 valuations: Fair value measured

using significant unobservable inputs

The Group's financial asset and liability measured
at fair value is commodity derivative contracts.

The fair value of commodity derivative contracts
are measured using quoted prices from
independent trading agents without adjustments
and therefore fall into level 1. The commodity
derivative contracts were all closed as at 31
December 2017, thus no derivative financial
instruments was recognised on balance sheet as
at 31 December 2017.
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30 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (continued)

(g) Fair value measurement (continued)

(i) Fair value of financial assets and liabilities carried
at other than fair value. The carrying amounts of
the Group’s and the Company's financial assets
and liabilities carried at cost or amortised cost are
not materially different from their fair values as at
31 December 2017 and 2016.

31 ACCOUNTING ESTIMATES AND
JUDGEMENTS

Key sources of estimation uncertainty

Note 22 and note 24(a) contains information about the
assumptions relating to provisons and the fair value of share
options. Other key sources of estimation uncertainty are as

follows:
(i)  Net realisable value of inventories

Net realisable value of inventories is the estimated
selling price in the ordinary course of business,
less estimated costs of completion and distribution
expenses. These estimates are based on the current
market condition and historical experience of selling
products of similar nature. It could change significantly
as a result of changes in customer preference and
competitor actions in response to severe industry
cycles. Management reassesses these estimations
at the end of reporting period to ensure inventory is

shown at the lower of cost and net realisable value.
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(Expressed in thousands of Renminbi unless otherwise stated)

31 ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

Key sources of estimation uncertainty (continued)

(it)

(iti)

Impairment of trade receivables

The Group estimates impairment losses for bad and
doubtful debts resulting from inability of the customers
to make the required payments. The estimate is
based on the ageing of the trade receivable balance,
customer credit-worthiness, and historical write-off
experience. If the financial conditions of the customers
were to deteriorate, actual write-offs would be higher
than estimated.

Impairment of fixed assets

The Group reviews the carrying amounts of the fixed
assets at the end of each reporting period to determine
whether there is objective evidence of impairment.
When indication of impairment is identified,
management prepares discounted future cashflow to
assess the differences between the carrying amount
and value in use and provided for impairment loss. Any
change in the assumptions adopted in the cash flow
forecasts would increase or decrease in the provision
of the impairment loss and affect the Group's net asset

value.
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31 ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

Key sources of estimation uncertainty (continued)

(iv)  Income tax
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REEEmR (M) AR T DaChan Food (Asia) Limited

Determining income tax provisions involves
judgement on the future tax treatment of certain
transactions. The Group carefully evaluates tax
implications of transactions and tax provisions are set
up accordingly. The tax treatment of such transactions
is reconsidered periodically to take into account all
changes in tax legislations. Deferred tax assets are
recognised for tax losses not yet used and temporary
deductible differences. As those deferred tax assets
can only be recognised to the extent that it is probable
that future taxable profit will be available against which
the unused tax credits can be utilised, management'’s
judgement is required to assess the probability of
future taxable profits. Management's assessment is
constantly reviewed and additional deferred tax assets
are recognised if it becomes probable that future
taxable profits will allow the deferred tax asset to be

recovered.



32

MR EE

Notes to the Financial Statements

(BREEEBI - UARKETTE)

(Expressed in thousands of Renminbi unless otherwise stated)

2 i) i i W S5 IR D e 32 COMPANY-LEVEL STATEMENT OF
FINANCIAL POSITION
M5 —E—tF T
Note 2017 2016
FREBEE Non-current assets
RETE R R E Investments in subsidiaries 1,627,918 1,668,909
JE BT B~ B RIE Amounts due from subsidiaries 506,401 537,618
2,134,319 2,206,527
RBEE e N0
H it FE YRR Other receivables 6,497 7,011
JEUHT B A B FRIE Amounts due from subsidiaries 52,757 55,025
ReEMREEEY Cash and cash equivalents 7.439 9,192
66,693 71,228
ik JI=Ri Current liabllites
H A fEFIE Other payables 8,738 12,312
FTEEE Interest-bearing borrowings 68,565 289,113
FESTRAE A TR Amounts due to related parties 4,762 3,031
82,065 304,456
FEREFE Net current liabilities  (15372)  (233228)
EEABRABERE Total assets less current liabilities 2,118,947 1,973,299
FRBEE Non-current liabilities
FTEEE Interest-bearing borrowings 493,489 243,636
493,489 243,636
EEFE Net assets 1,625,458 1,729,663
EXRR#E Capital and reserves 26(a)
[N Share capital 97,920 97,920
e Reserves 1,148,541 1,249,383
B &R Retained profit 378,997 382,360
SRR Total equity 1,625,458 1,729,663
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33

34

IMMEDIATE AND ULTIMATE HOLDING
COMPANY

At 31 December 2017, the immediate parent and ultimate
controlling party of the Group are Waverley Star Limited and
GWE respectively, which are incorporated in BVI and the

Republic of China respectively.

GWE, which is listed on the Taiwan Stock Exchange,
produces consolidated financial statements in accordance
with accounting principles generally accepted in the
Republic of China, which are available for public use.

POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND
INTERPRETATIONS ISSUED BUT NOT
YET EFFECTIVE FOR THE YEAR ENDED
31 DECEMBER 2017

Up to the date of issue of these financial statements, the
IASB has issued a number of amendments, new standards
and interpretations which are not yet effective for the year
ended 31 December 2017 and which have not been adopted
in these financial statements.

Of these developments, the following relate to matters
that may be relevant to Group’s operations and financial

statements:
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34 POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND
INTERPRETATIONS ISSUED BUT NOT
YET EFFECTIVE FOR THE YEAR ENDED
31 DECEMBER 2017 (continued)

RTFIEHAEE
B ST BRI £
Effective for
accounting periods

beginning on or after

BREATGIRELRIFE IR - HTE

IFRS 9, Financial instruments

= \F—HA—H
1 January 2018

BRI i SR 1558 - A HA 22— \F—H—H
IFRS 15, Revenue from contracts with customers 1 January 2018
BRI s S 22 AIE 258 (18RI AN) - RO BRSNS - ROERSL IR Z 2 7R IEE —ZE—N\F—HA—H
Amendments to IFRS 2, Share-based payment:

Classification and measurement of share-based payment transactions 1 January 2018
BB S MR 1658 - HE —E-NF—HA—H

IFRS 16, Leases

AEBEEZEERT R ERNRA
FEBARBHERNNZE - ESX
SECRAFENE T I EA e Y
HAEMBRRENEATE - BHF
BHpE—THBR TR °

1 January 2019

The Group is in the process of making an assessment of
what the impact of these amendments and new standards
is expected to be in the period of initial application. So far
the Group has identified some aspects of the new standards
which may have a significant impact on the consolidated
financial statements. Further details of the expected impacts
are discussed below.
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KREEEmR (M) AR T DaChan Food (Asia) Limited

NEW STANDARDS AND
INTERPRETATIONS ISSUED BUT NOT
YET EFFECTIVE FOR THE YEAR ENDED
31 DECEMBER 2017 (continued)

IFRS 15, Revenue from Contracts with Customers

IFRS 15 establishes a comprehensive framework for
recognising revenue from contracts with customers.
IFRS 15 will replace the existing revenue standards, IAS
18, Revenue, which covers revenue arising from sale of
goods and rendering of services, and IAS 11, Construction
contracts, which specifies the accounting for revenue from

construction contracts.

The Group’s revenue recognition policies are disclosed in
note 3(g). Currently, revenue arising from sale of goods
is generally recognised when the risks and rewards of
ownership have passed to the customers. Under IFRS 15,
revenue is recognised when the customers obtain control
of the promised good or service in the contract. Transfer of
risks and rewards of ownership is only one of the indicators
that will be considered in determining when the transfer of

control occurs.

The Group has assessed that revenue recognition for sales
of day-one-chick and feeds to contract farmers is expected

to be affected as follows:

Currently the Group recognise revenue to contract farmers
when the day-one-chick and feeds was accepted by contract
farmers which is taken to be the point in time when the
risks and rewards of ownership have been transferred to the
customers. The Group has assessed that under the transfer-
of-control approach in the new standard revenue from sales
of day-one-chick and feeds to contract farmers will generally

not be recognised.
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34 POSSIBLE IMPACT OF AMENDMENTS,

NEW STANDARDS AND
INTERPRETATIONS ISSUED BUT NOT
YET EFFECTIVE FOR THE YEAR ENDED
31 DECEMBER 2017 (continued)

IFRS 15, Revenue from Contracts with Customers (continued)

While these changes will impact the timing and amount of
revenue recognition, there will be no change to cash flows
and there will be no changes in the profitability over the
life of the contracts. The actual impact on the timing and
amount of future net profit or loss would depend on the
actual level of business activities, including the period-to-
period change in the number of day-one-chick outstanding at
the reporting dates. Based on the projections of the Group
to date, it does not expect the change in policy would have a
significant impact on the net profit or loss for the year ending
31 December 2018.

The Group plans to elect to use the cumulative effect
transition method for the adoption of IFRS 15 and will
recognise the cumulative effect of initial application as an
adjustment to the opening balance of equity at 1 January
2018. Based on the assessment of existing contracts
with contract farmers, the estimated impacts on retained
earnings and NCI at 1 January 2018 as a result of changes
in accounting for contracts with customers is an decrease of
around RMB35.7 million and RMB11.7 million, respectively.
The estimated impacts of these changes on other items
in the consolidated statement of financial position is a
decrease in trade receivables and an increase in biological
assets and trade and other payables. The actual impacts
upon the initial adoption of the standards may differ as the
assessment completed to date is based on the information
currently available to the Group, and further impacts may
be identified before the standards are initially applied in the
Group’s quarterly results for the three months ended 31
March 2018. The Group may also change its accounting
policy elections, including the transition options, until the
standards are initially applied in that financial report.
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KREEEmR (M) AR T DaChan Food (Asia) Limited

NEW STANDARDS AND
INTERPRETATIONS ISSUED BUT NOT
YET EFFECTIVE FOR THE YEAR ENDED
31 DECEMBER 2017 (continued)

IFRS 16, Leases

As disclosed in note 3(c), currently the Group classifies
leases into finance leases and operating leases and accounts
for the lease arrangements differently, depending on the
classification of the lease. The Group enters into some

leases as the lessor and others as the lessee.

IFRS 16 is not expected to impact significantly on the way
that lessors account for their rights and obligations under a
lease. However, once IFRS 16 is adopted, lessees will no
longer distinguish between finance leases and operating
leases. Instead, subject to practical expedients, lessees
will account for all leases in a similar way to current finance
lease accounting, i.e. at the commencement date of the
lease the lessee will recognise and measure a lease liability
at the present value of the minimum future lease payments
and will recognise a corresponding “right-of-use” asset
After initial recognition of this asset and liability, the lessee
will recognise interest expense accrued on the outstanding
balance of the lease liability, and the depreciation of
the right-of-use asset, instead of the current policy of
recognising rental expenses incurred under operating leases
on a systematic basis over the lease term. As a practical
expedient, the lessee can elect not to apply this accounting
model to short-term leases (i.e. where the lease term is 12
months or less) and to leases of low-value assets, in which
case the rental expenses would continue to be recognised
on a systematic basis over the lease term.
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POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND
INTERPRETATIONS ISSUED BUT NOT
YET EFFECTIVE FOR THE YEAR ENDED
31 DECEMBER 2017 (continued)

IFRS 16, Leases (continued)

IFRS 16 will primarily affect the Group's accounting as a
lessee of leases for properties, plant and equipment which
are currently classified as operating leases. The application
of the new accounting model is expected to lead to an
increase in both assets and liabilities and to impact on
the timing of the expense recognition in the consolidated
income statement over the period of the lease. As disclosed
in note 27(b), at 31 December 2017 the Group’s future
minimum lease payments under non-cancellable operating
leases amount to RMB77,782,000 for properties and land
use rights, the majority of which is payable either between
1 and 5 years after the reporting date or in more than 5
years. Some of these amounts may therefore need to be
recognised as lease liabilities, with corresponding right-
of-use assets, once IFRS 16 is adopted. The Group will
need to perform a more detailed analysis to determine the
amounts of new assets and liabilities arising from operating
lease commitments on adoption of IFRS 16, after taking
into account the applicability of the practical expedient
and adjusting for any leases entered into or terminated
between now and the adoption of IFRS 16 and the effects of
discounting.

IFRS 16 is effective for annual periods beginning on or after
1 January 2019. The standard offers different transition
options and practical expedients, including the practical
expedient to grandfather the previous assessment of
which existing arrangements are, or contain, leases. If this
practical expedient is chosen, the Group will apply the new
definition of a lease in IFRS 16 only to contracts that are
entered into on or after the date of initial application. If the
practical expedient is not chosen, the Group will need to
reassess all of its decisions about which existing contracts
are, or contain, leases, using the new definition. Depending
on whether the Group elects to adopt the standard
retrospectively or follow a modified retrospective method of
recognising a cumulative-effect adjustment to the opening
balance of equity at the date of initial application, the Group
may or may not need to restate comparative information for
any changes in accounting resulting from the reassessment.
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BEt-RA=1-HLEE

For the year ended 31 December

“E—+tFf ZZ-XF ZT-HF ZT-NmF C—T-=F

2017 2016 2015 2014 2013

meW A (ARBBEET) Turnover (RMB million) 8,507 8,124 8,899 11,406 11,752

EF(ARBEETL) Gross profit (RMB million) 816 755 708 647 695

EFIE (%) Gross profit margin (%) 9.6 9.3 8.00 5.70 5.90
FREN/(BE) Profit/(loss) for the year

(AREBET) (RMB million) 92 117 111 (94) 31

B/ (8) % (%) Net profit/(loss) margin (%) 1.08 1.44 (1.25) (0.82) 0.26

ADAIEE NEEER Profit/(loss) attributable to owners of

(BE)AREBER) the Company (RMB million) 29 54 (154) (108) 9)
BREHN/ (BE) Earnings/(loss) per share

- ER(AR¥ET) - basic (RMB) 0.03 0.05 (0.15) (0.11) (0.01)

- EE(ARET) - diluted (RMB) 0.03 0.05 (0.15) (0.11) (0.01)

R+=B=1+-8
At 31 December

—E-tf Z2—R§f ZT-RF ZTQmF =T—=%

2017 2016 2015 2014 2013

ARBEER AREEEL ARKEELT ARKBET ARBEERL

RMB million RMB million RMB million  RMB million  RMB million

BEFE Net assets 1,861 1,761 1,705 1,864 1,984

BERAE Total assets 3,999 3,660 3,725 3,928 3,948

FERES Non-controlling interest 319 272 249 261 283

BERE Total liabilities 2,138 1,899 2,020 2,064 1,963

KR (ZEM) BPFR/A 7 DaChan Food (Asia) Limited
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