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a KEER (ZEM) BPFR2A S 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" (4k% =), “Dr. Nupak” (8528 <) and “SOS", and
chicken meat and processed foods are mainly sold under the brand
of “Sisters’ Kitchen” (JB#kETE).

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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Corporate Profile

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!
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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

o Experienced and dedicated management team

0 KB (EEM) APFR2AF DaChan Food (Asia) Limited
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HZE2018F12 A31 HIEFE
For the year ended 31 December 2018

AT —E-N\F STt 26

RMB'000 2018 2017 Changes
SN Turnover 7,191,911 8,607,477 -15.5%
RARREEMN Profit attributable to
vl owners of the Company 13,135 29,120 -54.9%
AEMHE Total assets 3,903,038 3,998,797 2.4%
BEEFE Net assets 1,827,849 1,860,566 -1.8%
FRRERZF Basic profit
(AR#TT) per share (RMB) 0.01 0.03 -66.7%
B ERERR (%) Return on total assets (%) 1.59% 2.30% 31.0%
B3R (%) Return on equity (%) 3.39% 4.94% 31.4%
*BEERL R *Gearing ratio 62.1% 48.4% 28.3%
BREEFE(ARET) Net assets per share (RMB) 1.80 1.83 -1.8%
* aEEELE = BIEE THEETE * Gearing Ratio = Interest bearing debt/Average net assets
KEWAREME FlR) B R 2
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 (%) Profit for the year Net Profit Margin (%)
KW A\ ET 4 BB RBWNTLET 3 H
Turnover by Business Segment Turnover by Business Segment
25.1% 19.1%
15.8% 28%
2018 2017
59.1% 52.9%
O nm Meat O nz Meat
( DAEEH Feeds to External Customers ( ATREAR  Feeds to External Customers
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MI®M Processed Foods MIR& Processed Foods
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Chairman'’s Statement

Dear Shareholders,

In January 2019, Chairman Han Jia-Hwan was redesignated as a
director due to personal reasons, and after lengthy consideration,
the board of directors recommended me to step into his shoes.
The Board hopes that my catering industry experience will be
an asset as we strive to expand the food segment. To this, the
resources of the Taiwan Business Association should bring
synergy, as we coordinate and integrate all the resources of
Dachan Food Taiwan and improve its competitiveness.

Although the catering industry as a whole maintained a growth
rate of about 10% last year, the number of stores continued to
increase, resulting in lower average profitability and a greater
number of closed stores. The endless news about food safety
issues created favourable opportunities in light of Dachan’s
cornerstone strategy of food safety and traceability. The catering
industry's fast retail chain store expansion has been accompanied
by more stringent quality requirements, as well as flexible
cooperation in menu, product customisation and marketing.
DaChan Food's efforts to cultivate food channels during the past
few years has laid the groundwork for its steady growth today. In
future, DaChan Food will introduce more ingredients to provide
complete catering solutions.

Serious incidents occur almost yearly in the livestock industry.
This year's most consequential was definitely the African swine
fever outbreak and the resultant worries about biosecurity, food
safety and animal protein supply. Beyond that, understanding
government policies and how to meet the standards set by
relevant departments is also a highly important task for DaChan
Food.

—Z— J\ £ #R Annual Report 2018 0
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G KEER (ZEM) BPFR2A S DaChan Food (Asia) Limited

In the past few years, the inherent technical and managerial
advantages of Taiwan-funded enterprises have become less
markedly obvious, and they have had to improve their relative
competitiveness. The external feed sector in mainland China is
highly competitive in recent years. We will use DaChan Group's
experience and technological know-how in Taiwan to re-establish
its relative competitiveness. Similarly, although prices have been
favourable for white meat chicken, we will rely on the Group's
experience to introduce more sophisticated methods of rearing
coupled with electrical slaughtering technology. Intensified
exchanges between China and Taiwan will be the fastest means
of improving management and technical capabilities.

The market situation is always in the midst of change. DaChan
will cautiously consolidate the market position of its advantageous
businesses and improve the relative competitiveness of others.
We will also cooperate with other Group subsidiaries to achieve
the effect of “brothers climbing and working together.”

Thank you for your consistent support.

Chairman
Harn Jia-Chen

Hong Kong
April 2019
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2018 2017 % change
gEW A (ARETIT) Turnover (RMB'000) 7,191,911 8,507,477 -15.5
EF (AREFIT) Gross profit (RMB'000) 760,300 815,942 6.8
EHE(%) Gross profit margin (%) 10.6 9.6
/NGIE YT | Profit attributable to shareholders
(ARETIT) of the Company (RMB’000) 13,135 29,120 -54.9
38 % LR B SR W O 1) ECONOMIC ENVIRONMENT AND STRATEGY
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DIRECTION

In 2018, the domestic white feather broilers market in China was
affected by the control on production capacity of the grandparent
and parent breeders, as well as decline in production performance
of breeders caused by various factors such as molting and
disease. The supply of commercial day-old chicks and feather
chickens remained at low level. At the same time, the outbreak of
African swine fever triggered an increase in demand for chicken
as replacement, and the domestic chicken market demand
rose steadily. Due to a recovery of demand and a shortage of
supply, sales of day-old chicks, feather chickens and chicken
meat reached a new high in recent year in the fourth quarter. In
particular, the market price of day-old chicks broke through RMB
8.5 to a record high, and domestic breeders companies therefore
gained handful of profits.

During the early stage, the meat division appropriately scaled
down the rearing of breeding chickens in order to reduce the
associated rearing and breeding risks, and used the method of
purchasing breeding eggs from external suppliers and hatched in
the hatchery to maintain the supply of day-old chicks. Therefore,
the unusual high demand for day-old chicks failed to bring
extraordinary profits to the business. However, as the Group
adopted “minimum guarantee plus profit sharing” cooperation
model with parent breeders farms when purchasing breeding
eggs from them, when compared with directly purchasing day-old
chicks from market, it not only ensures the source of chickens, but

also reduces the cost of day-old chicks to a certain extent.

—Z— \EHFEHR Annual Report 2018
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KREEEmR (M) AR T DaChan Food (Asia) Limited

In 2018, after experiencing a downturn in the first half of the year,
the domestic hog market suffered further the impact of African
swine fever in the second half of the year. The sudden decrease
in the pig stock has made competition in the pig feed market more
severe. The situation of overcapacity in domestic feed was more
prominent, and competition among feed enterprises was more

intense.

In the face of sudden market conditions, the domestic feed
industry strengthened the pig farm services to overcome
difficulties with customers. At the same time, the focus of
research and development and marketing was shifted to poultry
feed to minimize the adverse impact of the epidemic on the
Group's profitability.

The Group persistently adhered to the following operating

strategies in 2018:

(1) Leveraging on food as its key business in the continuous
development of the Group, continuing to strengthen
its product and market development efforts in the food
segment, securing its leading position 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) Enjoying a stable market share in the feed market in
Southeast Asia, beginning to plan for the rearing of breeding
of pigs and chickens upstream for enhancing vertical
integration of the production chain and strategic cooperation

with customers.

(4)  Focusing on the sales of functional feeds with higher added
value in the pig feed market in the PRC, enhancing the
research and development and marketing of poultry feed to
diversify market risks. At the same time, further integrate

production and sales strategies to reduce production costs.
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BUSINESS REVIEW

In 2018, turnover of the Group decreased by approximately
RMB1,315,566 thousand as compared with the same period
of last year, among which, a decrease of approximately
RMB1,212,632 thousand was caused by changes in the principle
of income recognition of the International Accounting Standards.
Affected by the decline in both domestic feed and Vietnamese
feed performance, the Group’'s gross profit decreased by
approximately RMB55,642 thousand as compared with the same

period of last year. On the other hand, since:

1. the African swine fever has dragged the capital flow of pig
farm customers, for the sake of prudence, the Group's
provision for bad debt increased by approximately RMB
8,865 thousand;

2. the Group has adjusted its borrowing strategy and incurred
a foreign exchange gain of approximately RMB1,553
thousand in 2018, a reduction in foreign exchange loss
of approximately RMB39,167 thousand from a loss of
approximately RMB37,614 thousand in 2017; and

3. the real estate project invested by the Group in Tianjin has
generated a profit attributable for the year of approximately
RMB17,484 thousand.

In summary, profit attributable to equity shareholders of the

Company decreased by approximately RMB15,985 thousand as

compared with the same period of last year.

—Z— \EHFEHR Annual Report 2018
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2018 2017 % change
RN (ARETIT) Turnover (RMB'000) 1,134,149 2,382,142 52.4
EF (ARETT) Gross profit (RMB’000) 130,056 82,214 58.2
EFZE (%) Gross profit margin (%) 115 35
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KREEEmR (M) AR T DaChan Food (Asia) Limited

The meat product segment mainly sells chilled and frozen chicken
meat under the brand of “DaChan” “Sisters’ 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 2018, although the meat products segment failed to obtain high
profit from the soaring market price of day-old chicks due to the
small scale of its self-owned breeding chicken farm, we continued
to lower the cost of breeding through measures such as improving
the structure of farmers, strengthening the breeding technology
services, supporting farmers to change the way of rearing to
caging and improving feed performance. At the same time, with
the much favourable chicken meat market conditions, gross profit
increased by approximately RMB47,842 thousand as compared

with the same period of last year, representing a growth of 58.2%.
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FUTURE STRATEGIES

The operating strategy of “eliminating risk” adhered by the meat
product business will continue to be implemented in the future,
including: (i) adjustment of the terms of contracts between the
Group and external chicken farms depending on the market price
trend of day-old chicks and enter into strategic cooperation supply
contracts with a minimum guarantee provided when the price is
low and sharing profit when the price is high; (ii) in response to
the current situation of low parent breeders stock in the domestic
market, an undersupply of commercial day-old chicks and unstable
quality of chickens, to adequately expand the scale of rearing
self-owned parent breeders to ensure the supply of a certain
proportion of high-quality chickens; (iii) to encourage contract
farmers to change the way of rearing from netting to caging, to
assist them to strengthen management, reduce the rearing and
breeding fees and raise the rearing and breeding efficiency; and
(iv) to continue increasing the ratio of converting the Group’s
chicken meat to prepared food and deeply processed food
products and eliminate market risk when the meat market is on

decling, etc.
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2018 2017 % change
g A (ARETIT) Turnover (RMB'000)
— — China 1,604,760 1,823,810 -12.0
—HE - BRADE - Vietnam and Malaysia 2,644,595 2,674,852 1.1
A&t Total 4,249,355 4,498,662 5.5
EF (AR®EFT) Gross profit (RMB’000)
— M — China 82,007 139,889 414
—#iFg - Bk - Vietnam and Malaysia 237,834 275,527 -13.7
A&t Total 319,841 415,416 -23.0
EME (%) Gross profit margin (%)
—HE — China 5.1 7.7
—iE - BRAEDR - Vietnam and Malaysia 9.0 10.3
a&t Total 7.5 9.2

R EEMLEERATEREEFE - B The operating income of the feeds segment was primarily derived
RERATHIIDEFPIHERM  ARRE from the sales of pig feeds, broiler and egg chicken feeds to
ke ERREMARBEENEER external customers in China, Vietnam and Malaysia. Corn and
B [RELT]  [SOS] At EEMNEE soybean are the primary raw materials of feeds sold by the Group.
Emmi FEHHERHEZMEM - HXK The main product brands of this segment are “Dr Nupak” and

s - AR AFBIARIL - FEE - ER AR “SOS". The production and sales region of this segment covered
@ o Vietnam, Malaysia and northeastern, northern, central and

southwestern China.

REEEmR (M) AR T DaChan Food (Asia) Limited
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BUSINESS REVIEW

In 2018, due to the adverse market environment, gross profit of
our domestic feed business in China fell by 41.4%. In addition to
the decline in sales caused by market changes, the loss incurred
by pig breeding and the control of raw material costs are also
important factors leading to the decline in gross profit of the
business. Product mix and marketing strategy of the business
were adjusted in a timely manner in the face of market changes.
Although total sales volume decreased by 12% year-on-year,
broiler feeds increased by 14%, and the proportion of broiler feeds
to total sales volume also increased to 25% from 19% in the same

period last year.

Due to the low pigs stock and fierce market competition in the
first half of the year, the gross profit of Viethamese and Malaysia
feed business decreased by 13.7% in 2018. However, we actively
adjusted our sales strategy and increased efforts of promotion in
the poultry market, sales volume in the fourth quarter grew by
9.5% quarter-on-quarter and an increase of 8.7% as compared

with the same period last year.

FUTURE STRATEGIES

The 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; (ii) to
increase the research and development of poultry feeds and build
up our core competitiveness in poultry feeds; (iii) to select valued
customers and offer them products, technical and service support
so as to enhance their loyalty and contribution to the Group;
and (iv) to strengthen the management of bulk raw materials

procurement systems to create raw material cost advantages.

—Z— \EHFEHR Annual Report 2018
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2018 2017 % Change
LEWA (NRETT) Turnover (RMB’000)
— R E A — Mainland China 1,278,804 1,125,708 13.6
—A - Export 529,603 500,965 5.7
B Total 1,808,407 1,626,673 1.2
EF (ARBFT) Gross profit (RMB’000)
— R E A — Mainland China 226,173 244,060 7.3
—H0 — Export 84,230 74,252 13.4
& Total 310,403 318,312 25
FEAE (%) Gross profit margin (%)
— iR B — Mainland China 17.7 21.7
-0 - Export 15.9 14.8
BT Total 17.2 19.6
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KREEEmR (ZEM) AR T DaChan Food (Asia) Limited

The processed food segment includes the production and sales
of prepared food under the “Sisters’ Kitchen” brand, as well as
centrifuged and marinated, stewed, pre-fried, steamed, grilled
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, southern and central China and a few inland

regions such as northwestern and southwestern China.
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BUSINESS REVIEW

In 2018, the processed food segment as a whole showed a
steady growth trend. Despite an increase in raw material costs
and rising fixed costs after the new Bengbu food factory was
put into operation trimming our gross profit decrease by 2.5% as
compared with the same period of last year, sales volume and
operating income increased by 7.4% and 11.2% respectively
as compared with the same period of last year. Among them,
with the steady promotion of the export business of the Group's
second export factory, Dalian Gongchan Factory, the sales volume
of exported foods increased by 5.0% year-on-year. In addition,
gross profit of exported foods also grew by 13.4% year-on-year

benefited from the appreciation of the US dollar.

FUTURE STRATEGIES

The core values of the Groups’ branding are assurance and
traceability. Seizing the opportunities arisen from concerns over
food safety of the Chinese people, the Group has developed
a unigue edge for its brand. The processed food segment will
continue to work out the following strategies: (i) to continue
to concentrate its resources on research and development of
products in the professional catering market, improve product
competitiveness, build up various key products, expand in the
market, increase market share, improve the structure of sales
network, and continuously enhance the performance of our sales
team; (i) to provide key customers with all-round service and form
strategic alliances with them, and achieve mutual growth; (iii) to
continue to utilize its advantageous in research of resources for
Japanese-style products to further the development of customer
base in regions such as Singapore and Hong Kong in order to
diversify risks in the export market; and (iv) to closely coordinate
online sales and offline sales to build its brand advantage in the

retail consumer market.
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FINANCIAL REVIEW:

1)

2)

OTHER OPERATING INCOME AND OPERATING EXPENSES

In 2018, the Group recorded other operating income of
approximately RMB18,054 thousand (2017: approximately
RMB13,142 thousand) which mainly comprised of interest
income and government subsidies. The increase in other
operating income was mainly due to the increase in interest

income.

In 2018, other net gains of the Group amounted to
approximately RMB19,780 thousand (2017: losses of
approximately RMB14,595 thousand). Other net gains
mainly include net foreign exchange gain and net gain on the
disposal of assets.

Distribution costs accounted for approximately 5.32% of
total turnover (2017: approximately 4.69%).

Administrative expenses accounted for approximately
4.28% of turnover (2017: approximately 3.07%).

LiQuipiTy, FINANCIAL RESOURCES AND CAPITAL STRUCTURE

As at 31 December 2018, the Group’s cash and bank
deposit balances amounted to approximately RMB408,721
thousand, representing a decrease of approximately
RMB117,847 thousand from 2017. The Group's
interest-bearing borrowings increased by approximately
RMB234,447 thousand to approximately RMB1,135,259
thousand (2017: approximately RMB900,812 thousand). As
at 31 December 2018, the interest-bearing borrowings to
equity ratio was approximately 62.1% (2017: approximately
48.4%). Current ratio was maintained at a healthy level of
approximately 1.77 times (2017: approximately 1.48 times).
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CAPITAL EXPENDITURE

In 2018, the Group's capital expenditure on the acquisition
of properties, machinery and equipment amounted to
approximately RMB184,743 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 appreciated by approximately 2.94% while
RMB against USD depreciated by approximately 5.04%.

INTEREST

In 2018, the Group's interest expense amounted to
approximately RMB35,407 thousand (2017: approximately
RMB42,183 thousand), representing a decrease of
approximately 16.1% from 2017. 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.

DiviIDENDS

To reserve the resources for the Group's business
development, the Board decides not to distribute any
dividend for the year 2018 (2017: no distribution).

CHARGE ON ASSETS

As at 31 December 2018, the Group had no security against
bank facilities.
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8)  CapitaL COMMITMENT

As at 31 December 2018, the capital expenditure of the
Group contracted for but not provided in the financial
statements was approximately RMB89,145 thousand
(2017: approximately RMB104,591 thousand) and the
capital expenditure authorised but not contracted for was
approximately RMB76,992 thousand (2017: approximately
RMB246,591 thousand).

EMPLOYEE COMPENSATION AND
TRAINING

As at 31 December 2018, the Group had a total of 10,619
employees (31 December 2017: 10,655). 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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MATERIAL ACQUISITIONS AND DISPOSALS

In September 2018, the Group entered into an agreement of
transferring the entire equity interests in Beijing Sisters Kitchen
Food and Beverage Management Co., (Jt RiFhEEEEE
BAEMR AR (“Sisters Kitchen”), a company established in the
PRC, to Better Me Precision Nutrition Limited (“Better Me"),
a former 50% joint venture of the Group held by Great Wall
Northeast Asia Corporation (“NAC") (a wholly-owned subsidiary
of the Company), at a consideration of RMB10,000,000 (“Sister
Kitchen Disposal”). In December 2018, NAC entered into the
share transfer agreement (the “Share Transfer Agreement”) with
Huntington Consultant Ltd. (“HCL"), a limited liability company
incorporated in the British Virgin Islands and wholly owned by a
connected person of the Company, to sell to HCL 50% of the total
issued shares in Better Me (the “Better Me Disposal”). Following
the completion of the Sisters Kitchen Disposal and the Better Me
Disposal on 26 December 2018, Sisters Kitchen ceased to be a
subsidiary and Better Me ceased to be an associate of the Group.
Details of the aforesaid transactions are set out in the Company’s
announcements dated 14 December 2018 and 16 January 2019
and “Connected Transaction” of the Report of the Directors”

section of this report.

Save as aforesaid, the Group did not have any other material
acquisitions or disposals of subsidiaries, associates and joint
ventures in the course of the financial year ended 31 December
2018.

—Z— \EHFEHR Annual Report 2018



W

P

BRRLE 6458 EEARFRFNTES
MRHEEGKE - BT NF—HA—H
RRT/ARRIEZEFEEIR  HITEF  #
TREEXE FHEZESLRERZEEN
B RBAEBTARRAREEERE  RE
NEBER - B - N N\NFRBETRKERMR
TCEREER - WA - NNARFRETLKK
EHEENHBRARAKER(KE)BRA
A(REENEEXT)NESER B-FF
—FRE-EEIERKEKMRRAERAAE
ER B NANMNFE-BEAKESZE(X
RIBERARESRER —WNEFE-ZT
NEEERKEmM (R BRAFEE - B
—TERFREEAKRR(EA)BERATE
ER CEZ=FRESETAKBNRR
(RE)ARAARIEER  —TTAFHAZR
—E-RAFNAERETEERRKRELE
maek —ET-AFAAESEXRETA
ERRRECEHEREGR  —TTLF
MAZ—Z-TFRAZE2EAEREKR
BEhXMEGRER —E-ZTFRAZEZ
E-hENAZEZEGERRKED KR
HEEREeR —T-HFHAESEE
2EAERARKRECEBESER - KIFR
HALRW AT - KEKEE(EFB)BRAF
KABEARAR  NFKBELRERA
AMRXEEHRBAERARNES -

BEER-NN\ANFREXRAEIAED
EEBETEM - WEBRRKRELERBRE
REZNRERREBRTFTRENDS  @ITHE
FEMAR -
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DIRECTORS
EXECUTIVE DIRECTORS

Mr. Harn Jia-Chen (383XJ=), aged 64, had been a non-executive
director of the Company and a member of the nomination
committee of the Company, and has been redesignated as the
chairman of the board of directors, an executive director, the
chairman of the executive committee and a member of the
remuneration committee and the nomination committee of the
Company with effect from 1 January 2019. He is responsible for
formulating overall corporate strategies, planning and business
development of the Company. Since 1984, Mr. Harn has been the
vice chairman of the board of directors of Great Wall Enterprise.
Since 1995, he has been the chairman of the board of directors
of Great Wall Food (Tianjin) Co., Ltd. (KK R & (KZ) BRAR),
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. (Jb AR K H1
RMmARZAT). Since 1999, he has been the chairman of the
board of directors of Great Wall Food (Tianjin) Co., Ltd. (K&
2 (KE) AR AR]). From 1997 to 2006, he was the director of
Great Wall Food (Shekou) Co., Ltd. (KK B & (f£0) BERAF)).
Since 2006, he has been the chairman of the board of directors
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. (RAKEB AR M@ (K3E) BRAE). From May 2006
to April 2015, he was the president of Taiwan Asset Enterprise
Association of Tianjin (RKEMAERBIZETERS). 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 (2B & ERBIKE
E#3E®). 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.
He is also a director of Hwabei Agri Corporation, DaChan Wanda
(HK) Limited (Kpk&E#E (B74) BR2A7F]), Union Manufacturing
Limited, Better Me Precision Nutrition Limited, and Tianjin Hairui
Food Co., Ltd. (KEBHEMBR AT e

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.
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Mr. Han Chia-Yin (#%%), aged 58, 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.

NON-EXECUTIVE DIRECTORS

Mr. Chao Tien-Shin (X&), aged 72, has been a non-
executive Director of the Company and the Chairman of CTS
Investment Corporation since 2007. He is also the Chairman of
both Zhi Fu Investment Corporation and International Network
Capital Global Fund. Mr. Chao serves as Vice President of The Red
Cross Society of the Republic of China (Taiwan) and Director of
Great Wall Enterprise.

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

Mr. Han Chia-Yau (883X 7), aged 69, 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 2001,
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.
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KREEEmR (M) AR T DaChan Food (Asia) Limited

Mr. Han obtained a bachelor’'s degree from Chung Yuan Christian
University (FRIETEFT) 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. Han Jia-Hwan (828X E), aged 63, had been the Chairman
and an executive director of the Company, a member of the
remuneration committee and nomination committee and the
Chairman of the executive committee since 2007, and has
been redesignated as a non-executive director and a member
of the nomination committee with effect from 1 January 2019.
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£EHF4F) in
Taiwan in 1994.

Mr. Han received his bachelor’s degree in business administration
from National Cheng-chi University (B3 BUAAXZ2) 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.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Chen Chih (
non-executive director of the Company, the chairman of the

J&), aged 65, has been an independent

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 (ttFZghEE B L E AR A7) since 2009.
From 2014 to 2018 he was the vice-chairman and CEO of TCL
Healthcare, and currently is the chairman of TCL Healthcare.

Mr. Chen received his Ph.D. degree in mechanical engineering
from Lehigh University in 1984.
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Mr. Way Yung-Do (F7kE), aged 73, 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. GkENEZ 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

- MITAC Holdings Corporation

- Vanguard International Semiconductor Corporation

- [ron Force Industril 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 (Fi% %), aged 56, 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 (F/&2AT#%
EERARAR]), an independent director of Orient Securities
Company Limited (RAFEFIRKHBIRAF]), whose shares are
listed on Shanghai Stock Exchange (Stock Code: 600958) and The
Stock Exchange of Hong Kong (Stock Code: 3958), Fortune Fund
Management Co., Ltd (EBESEEFRAF]), and Jiahe Foods
Industry Corporation Limited (ERR A TEMMHERAF]), and a
director of Yantai Changyu Pioneer Wine Company Limited (& &
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RINBBEEER S BFR A F)), whose shares are listed on Shenzhen
Stock Exchange (Stock Code: 000869), JiangSu Financial Leasing
Corporation Limited (I# & @MHEERHD AR AF]), whose shares
are listed on Shanghai Stock Exchange (Stock Code: 600901)), and
Ningxia Farming Group Company Ltd (328 ZZEEBHR A F)). 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 Sichuan
New Hope Group (PU)IIFT7EEE), the president of Shandong
Liuhe Group (LWE7<HEEE) and the chairman of board of directors
of Chinwhiz Agribusiness Co, Ltd. (ILRIEAHZEBHR DA,
the director of Hangzhou United Rural Cooperative Bank (17 /1/E
A14R77) and Xinjiang Tycoon Group Corporation Lmt. (¥TiEZ=2
EEIMD AR AT, 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.
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SENIOR MANAGEMENT TEAM

Mr. Ou Chang-Jou (B{&#}), aged 67, joined the Company in
1980 and has been the Chief Executive Officer of the Company
and promoted as the executive president since 1 April 2016. And
he has been the head of Feed Operation Management Group
and Food Solutions & Marketing Group of the company from 1
September 2017 to 31 December 2018. 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 (BI3Z I A ) in Taiwan
in 1974.

Ms. Chen Li-Chin (ff#8%%), aged 61, joined the company on
1 January 2009 and has been the chief financial officer and the
chief administrative officer of the Company until 31 December
2018. 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.
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REEEmR (M) AR T DaChan Food (Asia) Limited

Mr. Jonathan Fang-Tsu Han (§3518), aged 36, joined the
Company in 2012 and was consecutively responsible for finance,
strategic planning of the Group, operation management of the
feed business and the meet and food business. He has been
promoted to vice president since 1 April 2017. He also served as
the deputy director of Finance Resources Group of the company
in 2018. He has been re-designated as Special Assistant to the
President since 1 January 2019. 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
(EPIEEP7) 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.

Mr. Lu Shih-Che (Ett#), aged 57, 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. Since 1 September 2018 he
has been employed as a consultant of the Center for Strategic
and Animal Research and Development. He has over 25 years of
experience in the fields of animal nutrition and feed business in
Taiwan and the Mainland China.

Mr. Lu obtained a master’'s degree in Animal Nutrition from the
National Taiwan University (B3 =&KX £) in 1986.
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INTRODUCTION

The directors of the Company (the “Directors”) are pleased to
present the corporate governance report for the year ended 31
December 2018 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 2018, 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 generally attend general meetings
to gain and develop a balanced understanding of the views of the

shareholders.

—Z— \EHFEHR Annual Report 2018
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KREEEmR (M) AR T DaChan Food (Asia) Limited

Mr. Han Chia-Yau, Mr. Harn Jia-Chen and Mr. Chao Tien-Shin,
non-executive Directors and Mr. Chen Chih and Mr. Wei Anning,
independent non-executive Directors were unable to attend the
annual general meeting and the extraordinary general meeting of
the Company both held on 29 June 2018 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 Hong
Kong legal advisers, 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.



WP IR T YR

ARABDWBIKKEREEBRD AR QA

TXREBEEDR-_F-NF=A+—
ARSBOERX((RAR]) BRE-ZF
—NE-A-BE_Z-N\F+-_A=+—

AREZEREZOAEZHER LB EBEHAE -
HER2ETARERECER ST LFAN
ATMBETARR AT ANIERFZIE
([EBBEE]) (KAKEWLEHRARA
DRRZE—ZEFRAZ+RABR=ZZ—=
F+ZATN\BETZMHETRERME
HPN

B IHITE O EMRRL -
W BRI P IF R K -

ARFHE

H
A

HEFEIRRENEFTERREARAE

Besm - EBEBREGEARANREIE

B - XBERER  FEEEBREAR - B

?%@J‘%ﬁ&m%ﬁﬁﬁ%ﬂ BEEEENE
B e

5

Q

EEEMETERRNAEREMBREER
R BHAmEHERRERTSE - 2HES
BHINEMEFRAL AL EPNESS

e
S

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
11 March 2019 confirming that for the period from 1 January
2018 to 31 December 2018 and up to the date of signing the
Confirmation by the relevant covenantor, 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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BoArRD COMPOSITION

During the year of 2018, there were 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. During the year of

2018, the Board comprised 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

With effect from 1 January 2019, Mr. Han Jia-Hwan resigned
as the chairman of the Board and was re-designated from an
executive Director to a non-executive Director; and Mr. Harn
Jia-Chen was appointed as the chairman of the Board and re-
designated from a non-executive Director to an executive

Director.
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With effect from 1 January 2019 and up to the date of this report,
the Board comprises the following Directors:

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

Non-executive Directors
Mr. Han Jia-Hwan

Mr. Han Chia-Yau

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 22.

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.
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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 2018, 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 2018

During the year of 2018, the Board held 4 regular meetings at
about quarterly intervals and 1 additional meeting to consider
the matters regarding disposal of interest in Better Me Precision
Nutrition Limited, and the related continuing connected
transactions, change of chief financial officer of the Company, and
the amendment to the corporate governance code adopted by the
Company and adoption of nomination policy and dividend policy of
the Company.

As regards general meetings, the Company held the annual
general meeting on 29 June 2018 and an extraordinary general
meeting on the same day to consider the matters regarding
renewal of certain continuing connected transactions. 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:



Board Audit  Remuneration Nomination Executive General
Meetings Committee Committee Committee Committee Meeting(s)
EEEF ENzEe izee RezEe 4nzeg kRAg
YrEs Executive Directors
BFRNE Mr. Han Jia-Hwan 55 MR i i 1212 0
EREAE Mr. Han Chia-Yin 55 0l 0l 0l 1212 20
FHES Non-executive Directors
BRTRE M. Han Chia-Yau 55 AR i AR AER 072
ERRAE Mr. Ham Jia-Chen 55 AEA AER " TER 02
BREfE Mr. Chao Tien-Shin 3 0cli Oyli ) li AER 072
BUEHTEZ  Independent Non-executive Directors
PKEEE Mr. Way Yung-Do 55 44 1 1 NER 0
Riats Mr. Chen Chin 55 44 i " AR 02
RREEE Mr. Wei Anning 55 44 1 i NER 0
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B WEHAERE

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 of the Company (the “Nomination
, together with the Audit Committee, the
Remuneration Committee and other committee(s) of the Board,

Committee”

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 2018, 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. With effect from
1 January 2019 up to the date of this report, the position of the
Chairman is held by Mr. Harn Jia-Chen and the position of Chief
Executive Officer is held by Mr. Ou Chang-Jou.

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):

° overseeing the development of the long-term strategies,
objectives and policies for the Company;

o 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;

° providing leadership for the Board;

° 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;

° taking primary responsibility for ensuring that good corporate

practices and procedures are in place;

—Z— \EFER Annual Report 2018
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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 for the year 2018
(and, with effect from 1 January 2019, holding meeting(s)
with independent non-executive Directors without the
presence of other Directors). 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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° 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 Articles 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 Jia-Hwan, Mr. Han Chia-Yin and Mr.
Chao Tien-Shin) retired from office by rotation and were re-elected
as Directors at the last annual general meeting of the Company
("AGM") held on 29 June 2018.
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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:



Name of Non-executive Director/
Independent Non-executive Directors

FTES BUFITESHSR

Term of Appointment
E5R

Mr. Han Chia-Yau
BRFLE

Mr. Han Jia-Hwan
BRENLE

Mr. Chao Tien-Shin
HRERE

Mr. Way Yung-Do
BoKE L

Mr. Chen Chih
BRIA ST

Mr. Wei Anning
FMRERE

R A

EFECKIRREEZEES  REEARER
REENHERRNPERAHERR a8 X
EERUERIAIEE - RRZEEEE

FHERRER REENEEZEH -

FHRAZESZHBIANTIXIRREEER

G| /NEf o

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

From 29 June 2018 to the conclusion of the AGM of 2021
B \FARATILhERE-Z-—FREAFAGH

From 29 June 2018 to the conclusion of the AGM of 2021
B2 \FARAE-THNBRE-_ZE-—FREAFRSLE

From 24 June 2016 to the conclusion of the AGM of 2019
B ARFANAZTUBERE T —NFRRBEFRSLER

From 23 June 2017 to the conclusion of the AGM of 2020
B +tFANAZT-HRBE_Z_EFRFERAFRGLER

From 24 June 2016 to the conclusion of the AGM of 2019
BT RFERNATUNEEE - NEFRRBEFRSLER

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.

—Z— \EHFEHR Annual Report 2018



A e $5 B R B8R

EEPERREFTEERE RER HBATHERK
EZeXMTHESEREIRLEERR
EBEMGRBEZENER  UWETRER
B REARBFEZCE /YA TRIEE
REBEEXRERZATE  EFEE-_F—N
F-A-HAE_FT-N\FT_A=1+—81t
MBAEERIUTERCEST 2AB - Bt
BEZEHE

INpUCTION AND CONTINUOUS PROFESSIONAL DEVELOPMENT

The Directors are continually updated with legal and regulatory
developments, and the business and market changes to facilitate
the discharge of their responsibilities through various Board
meetings, resolutions, memos and Board papers. According to
the records maintained by the Company, the Directors received
the following training with an emphasis on the roles, functions
and duties of a director of a listed company in compliance with the
requirement of the Code on continuous professional development
during the period from 1 January 2018 to 31 December 2018:

5% MEME BFLEB Directors Read materials E-learning
HITES Executive Directors

BRENLE v v Mr. Han Jia-Hwan v v
BRELE v v Mr. Han Chia-Yin v v
FHTEE Non-executive Directors

BRFIE v v Mr. Han Chia-Yau v v
BRREILE v v Mr. Harn Jia-Chen v v
HERESE v v Mr. Chao Tien-Shin v v
BAEHTES Independent Non-executive Directors

KB LA v v Mr. Way Yung-Do v v
BRI A v v Mr. Chen Chih v v
R B4 v v Mr. Wei Anning v v

REEEmR (M) AR T DaChan Food (Asia) Limited
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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
2018, 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 2018 are set out on pages 83 to 85 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 remains 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;

. 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;

J remuneration of Directors and senior management; and

J 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 2018, 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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RZZE—)N\F EZZECHBEXNERES Attendance of the relevant members of the Board Committee at

ZESEHRMNLFREHTIOT the meetings of the committees in 2018 is as follows:
Executive Audit  Remuneration Nomination
Committee Committee Committee Committee
Meeting(s) Meeting(s) Meeting(s) Meeting(s)

HITZEEER ERZEEE: FzeEE: REZEEER

HITES Executive Directors
BRELE Mr. Han Jia-Hwan 1212 @ 171 11
BRELE Mr. Han Chia-Yin 12/12 T TNEH TNEF

FHTES Non-Executive Directors

BRFRE Mr. Han Chia-Yau TEA TEA i @A
BRRAE Mr. Harn Jia-Chen TiEA TiER TEE 1N
HRESLE Mr. Chao Tien-Shin i TEA TEA NEA

BV H#ITESE Independent Non-Executive

Directors
POXELE Mr. Way Yung-Do NEFA 4/4 1/1 11
BRaEAE Mr. Chen Chih A 4/4 n ”n
MEExRE Mr. Wei Anning TEHA 4/4 7 171

BEHTE Chief Executive Officer
BEALE Mr. Ou Chang-Jou 12/12 TiEH i i

BEMEE Chief Financial Officer

PREEEa L Ms. Chen Li-Chin 9/12 TEA TiEA TEA
Bl Vice President
FHELEE Mr. Jonathan Fang-Tsu Han 12/12 TEA TER TEA
BlAE Vice President
Bt AL Mr. Lu Shih-Che 12/12 TEA TiEm TEA

KRELEmR (M) AR T DaChan Food (Asia) Limited
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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. During the year of 2018, this Committee was
chaired by Mr. Chen Chih (an independent non-executive Director)
with Mr. Han Jia-Hwan (a then executive Director), Mr. Harn Jia-
Chen (a then non-executive Director) and Mr. Way Yung-Do and
Mr. Wei Anning (each an independent non-executive Director) as
members. The Committee held 1T meeting(s) during 2018.

With effect from 1 January 2019 and up to the date of this report,
the Nomination Committee is chaired by Mr. Chen Chih (an
independent non-executive Director) with Mr. Han Jia-Hwan (a
non-executive Director), Mr. Harn Jia-Chen (an executive Director)
and Mr. Way Yung-Do and Mr. Wei Anning (each an independent

non-executive Director) as members.

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):

o 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;
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KRB (ZEM) BFR2A T DaChan Food (Asia) Limited

to assess the independence of the independent non-

executive Directors;

to make recommendations to the Board on the appointment,

re-appointment and succession planning of Directors; and

to review the Board Diversity Policy (details of the Board
Diversity Policy are set out in the sub-section headed “Board

Diversity Policy” below).

In 2018, 1 Nomination Committee meeting was held on 5

November 2018 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;

reviewed the necessary time for the Directors to discharge

their duties and responsibilities; and

considered change of chairman of the Board and related

roles of the Directors.
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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.

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.
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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. The Directors
have a balanced mix of knowledge and skills, including knowledge
and experience in the areas of feeds production, food production,
food and beverage services, information technology, aviculture,
medicine, financial consultancy, auditing and accounting.
They obtained degrees in various majors including business
administration, engineering, computer science, accounting and

€Cconomics.

Nomination Policy

The Company has adopted a nomination policy (“Nomination
Policy”) on 13 December 2018 which sets out the principles
and procedures for selection and nomination of members to the
Board, to ensure the Board has a balance of skills, experience and
diversity of perspectives appropriate to the requirements of the
Company’s business.

The Nomination Committee shall nominate suitable candidates
to the Board for it to consider and make recommendations to
shareholders for election as directors of the Company at general
meetings or appoint as directors to fill casual vacancies (as the
case maybe).
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The factors listed below would be used as reference by the
Nomination Committee in assessing the suitability of a proposed
candidate:

o Reputation for integrity;

° Accomplishment and experience in the principal business of

the Company;

o Commitment in respect of available time and relevant

interest;

° Diversity in all its aspects, including but not limited to
gender, age (18 years or above), cultural and educational
background, ethnicity, professional experience, skills,

knowledge and length of service; and

o Independence (in respect of independent non-executive
Directors).

These factors are for reference only, and not meant to be
exhaustive and decisive. The Nomination Committee has the

discretion to nominate any person, as it considers appropriate.

Nomination Committee shall convene a meeting and invite the
candidate(s) to attend the meeting for consideration and enquiry

by members of the Nomination Committee.
The Nomination Committee will continually review the Nomination

Policy and reserves the right to update, amend, modify and/or
cancel the Nomination Policy.
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KRB (ZEM) BFR2A T DaChan Food (Asia) Limited

REMUNERATION COMMITTEE

During the year of 2018, the Remuneration Committee is chaired
by Mr. Wei Anning (an independent non-executive Director) with
other 4 members, including Mr. Han Jia-Hwan (the then 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.

With effect from 1 January 2019 and up to the date of this report,
the Remuneration is chaired by Mr. Wei Anning (an independent
non-executive Director) with other 4 members, including Mr.
Harn Jia-Chen (an executive Director), Mr. Han Chia-Yau (a non-
executive Director), 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.

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.
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During 2018, 1 Remuneration Committee meeting was held on 5
November 2018 during which the following tasks were performed
by the Committee:

° reviewed a report prepared by the management regarding
the human resources and remuneration policy and
workforce optimization measures of the Company in 2018;

and

° reviewed remuneration of Director(s).

The management provides administrative support and
implements the approved remuneration packages and other
human resources related decisions approved by the Remuneration

Committee.

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 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.
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KRELEmR (M) AR T DaChan Food (Asia) Limited

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.

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.
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In 2018, 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;

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 2017 annual and 2018

quarterly and interim financial statements;

the developments in accounting standards (if any) and the

effect on the Company;

review internal control measures and defects (if any);

the audit fees payable to external auditor, the scope and
timetable of the audit for year 2018;

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; and

—Z— \EHFHR Annual Report 2018
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KRB (ZEM) BFR2A T DaChan Food (Asia) Limited

o renewal of the various continuing connected transactions
contemplated under the master purchase agreement
between the Company and GWE; the master supply
agreement entered into between the Company and GWE;
the master purchase agreement between the Company
and Marubeni (PRC) Limited* (F4T (FFE) BRR2AF]); and
the master supply agreement entered into between the
Company and Marubeni Corporation.

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. During 2018, the

Executive Committee comprised the following members:
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

—Z— \EHFHR Annual Report 2018



BEZZ—NF A ARBREREEBEARRS With effect from 1 January 2019 and up to the date of this report,

HEl - T2 B2 e/ U TKE - the Executive Committee comprises of the following members:
HITES Executive Director
BRXELRE(EE) Mr. Harn Jia-Chen (Chairman)
BRELE Mr. Han Chia-Yin

HEHITE Chief Executive Officer
(HG=PSStas Mr. Ou Chang-Jou

HEMKE Chief Financial Officer

SRR TEAE Mr. Chang Chin-Pyng

BAH Vice President

BEALE Mr. Jonathan Fang-Tsu Han
RS Vice President

RIERTE Mr. Sun Teh Hong

AER Chief Human Resource Officer
BRIBREE Mr. Hsu Pei Ken

WITZEER - \FETHIE 2% The work completed by the Executive Committee during 2018
FBEUTEE included consideration of the following matters:

J HEAMNEREBXNEEAEERT o approving any routine matters or matters concerning day-to-

BIEZEE day operation of the Group;

. FIEAEEEECEERMEREE e formulating for the Board's review the Group's overall
ERRIERHEZSERN corporate governance policy and investor relation policy;

J EREZTEREZIRARRFELE o implementing the annual business plan, operating and
e gEBREATHEEE R capital expenditure budgets of the Company as approved by

the Board; and

J ERSEFSHENERKS RN . implementing the strategic plans and long-term objectives
BiE - as approved by the Board.

KRELEmR (M) AR T DaChan Food (Asia) Limited
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ACCOUNTABILITY AND AUDIT

As at 31 December 2018, the Company had net assets of
approximately RMB1,827,849,000 and the Company recorded a
profit attributable to equity holders of the parent of approximately
RMB13,135,000 for the year ended 31 December 2018.

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
101.

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
110 to 303 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.

—Z— \EHFHR Annual Report 2018
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KBS (ZEM) BFR2A T DaChan Food (Asia) Limited

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 21 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.

—Z— \EFR Annual Report 2018
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KREEEmR (M) AR T DaChan Food (Asia) Limited

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 2018 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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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 2018, 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 the 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 “Directors’

Report” of this annual report.
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AUDITOR’S REMUNERATION

For the year under review, the remuneration paid for services

BRI AT A BB & KRBT - provided by the Company's external auditor is roughly as follows:
&% Amount
(AR®FT) (RMB,000)
EZRG 4,877 Audit services 4,877
T ZARTE Non-audit services
T RRTS 100 Tax services 100
ESGHE AR 130 ESG consultation services 130
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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 2018. 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 29 June 2018.

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 29 June 2018 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 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.

Divipenp PoLicy

On 13 December 2018, the Company has adopted its dividend
policy (“Dividend Policy”). The Dividend Policy is as follows:

The general policy for distribution of dividend is that the Company
shall enable the shareholders to enjoy the profits of the Company
whilst ensure adequate reserve for future development of the
Company.
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The following factors will be taken into account by the Board when

declaring dividend or recommending distribution of dividend:

o the Company’s actual and expected financial performance;

° retained earnings and distributable reserves of the Company
and each of the members of the Group;

° the Group's expected working capital requirements, capital

expenditure requirements and future expansion plans;

° the Group’s cashflow situation, the Group's debts to equity
ratio and any restrictions on financial ratios that may be

imposed by the loan agreements with financial institutions;

° general economic conditions, business cycle of the Group's
business and other internal or external factors that may have
an impact on the business or financial performance and

position of the Company; and

° any other factors that the Board deem appropriate.

Declaration and distribution of dividend by the Company will be
subject to Articles of Association of the Company and all laws and
regulations applicable to the Company.

The Company will continually review the Dividend Policy and
reserves the right in its sole and absolute discretion to update,
amend, modify and/or cancel the Dividend Policy, and the Dividend
Policy shall in no way constitute a legally binding commitment by
the Company in respect of its future dividend and/or in no way
obligate the Company to declare a dividend at any time or from

time to time.
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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.
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The Board submits the annual report together with the audited
financial statements for the year ended 31 December 2018.

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.
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DETAILS OF SIGNIFICANT EVENTS

Since 31 December 2018, the Board was not aware of any
significant event affecting the Group.

ENVIRONMENTAL POLICY AND PERFORMANCE

Promoting the sustainable development is a social responsibility
incumbent upon the Group. The Group has always been committed to
the resources conservation 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;

—Z— \EHFEHR Annual Report 2018
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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;

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 2018 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 110 to 303.

Profit attributable to owners of the Company of approximately
RMB13,135 thousand (2017: profit approximately RMB29,120
thousand) have been transferred to reserves. Other movements
in reserves of the Group and of the Company are set out on page
269 of the annual report and note 27(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 2018 (2017: no dividend).
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RESERVES
Movements in the reserves of the Group during the year are set

out in consolidated statement of changes in equity on pages 114
to 115.

SHARE CAPITAL

Details of movements in share capital of the Company during the
year are set out in note 27(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
RMB108,000.

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 2018 are set out in note 24 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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KREEEmR (M) AR T DaChan Food (Asia) Limited

DIRECTORS

The Directors of the Company (the “Directors” and each a
"Director”) during the year and up to 31 December 2018 were:

EXECUTIVE DIRECTORS:

Mr. Han Jia-Hwan (Chairman)
(Resigned as Chairman and re-designated as a non-executive
Director with effect from 1 January 2019)
Mr. Han Chia-Yin

NoN-EXECUTIVE DIRECTORS:

Mr. Chao Tien-Shin
Mr. Han Chia-Yau
Mr. Harn Jia-Chen
(Re-designated as an executive Director and appointed
as Chairman with effect from 1 January 2019)

INDEPENDENT NON-EXECUTIVE DIRECTORS:

Mr. Chen Chih
Mr. Way Yung-Do
Mr. Wei Anning

With effect from 1 January 2019 and up to the date of this report,
the Directors were:

EXECUTIVE DIRECTORS
Mr. Harn Jia-Chen (chairman)
Mr. Han Chia-Yin

NON-EXECUTIVE DIRECTORS
Mr. Chao Tien-Shin

Mr. Han Jia-Hwan

Mr. Han Chia-Yau

INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. Chen Chih

Mr. Way Yung-Do

Mr. Wei Anning
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DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors have entered into a service
contract with the Company, whereas each of the non-executive
Directors and independent non-executive Directors have entered
into a letter of appointment with the Company.

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. Way Yung-Do, Mr. Wei Anning and Chen
Chih 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.

—Z— \EHFHR Annual Report 2018
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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 22 to 28 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.

CONTRACTS OF SIGNIFICANCE WITH
SUBSIDIARIES AND CONTROLLING
SHAREHOLDERS

Save as those disclosed in “Connected Transaction” of this
section and "Related Party Transactions” in Note 29 to the
Financial Statement, there was not any contract of significance
between the Company, or one of its subsidiary companies, and a
controlling shareholder or any of its subsidiaries during the year.
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DISCLOSURE UNDER RULE 8.10(2)

As confirmed by each of the Directors, during the year ended 31
December 2018, 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.

EQUITY-LINKED AGREEMENTS

Save for the Restricted Share Award Scheme and the Share
Option Scheme, the details of which are disclosed below and
Notes 25(a) and 25(b) to the Financial Statements, no equity-linked
agreement was entered into by the Company during 2018 or
subsisted at the end of 2018.

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

—Z— \EHFEHR Annual Report 2018
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of which were cancelled due to 1 employee’s resignation. The
RSAS expired on 22 December 2018. As from the expiry date
onwards, the Company will not grant further shares pursuant to
the RSAS. As at the date of this report, there were no shares
granted but remained unvested under the RSAS.

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.

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.
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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
(iii) the nominal value of the Share on the date of the grant of
such option. 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. The following share options were granted and outstanding
under the Option Scheme during the year ended 31 December
2018:

28 BRBREEM

HZ2-N% Sk RiRRERE EABHALF
RZ2-N% 28 BREGES fRE skt RbzmERS
VL EED) -B-8 0 EmRE ERAE ERRRM EREE Zt-8 RHAS (BAEERA) (Bn)  YnB(En)  WnE(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 Asat Granted  Exercised Lapsed  Cancelled Asat Exerciseperiodof  Exerciseprice  ofthe grantof  before exercise
Category of 1 January during during during during 31 December Date of share options per  shareoptions dates of share
Participant 018 the year the year the year the year 2018 grant (both dates inclusive) Share (HKS) [HKS)  options (HKS)
Eeqtt 14,175,000 14,175,000 - - 5-1%-f Z5-1FnAt-RE 0908 090 -
Employees in 7R Z5-J\§7ATA
Aggregate 16-Jan-15 11Jun-15 10 10-Jun-18
ait 14,175,000 - 14,175,000 - -
Total

REEEmR (M) 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 2018, 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 “SFQ")) 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 EARAH
BARER HiviEs HTEIAREZ BRITRAK
EZ/BRTHABHS L ERHE HBRHEE st ZBHEA
Number of Approximate
Personal Other underlying % of issued
interest interest shares held share capital
Name of Directors/ Number of ordinary under equity of the
Chief Executives shares held derivatives Total Company
HITEE -
Executive Directors:
BER 344,000 - - 344,000 0.034%
Han Jia-Hwan
BxRE(Wit1) 382,000 200,000 - 582,000 0.057%
Han Chia-Yin (Note 1)
HHITHE
Non-executive Directors:
HWRE(Hit2) - 3,834,000 - 3,834,000 0.377%
Chao Tien-Shin (Note 2)
Ba 300,000 - - 300,000 0.030%
Chen Chih
xR 355,000 - - 355,000 0.035%
Way Yung-Do
REFHAS -
Chief Executives:
BB A 211,500 - - 211,500 0.021%

Ou Chong-Jou
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BisE - Notes:

1. BEREAEWREABRERHEBREN 1.
200,000 A7) HE 35 -

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

his spouse.

2. MREEERERER (1HBELEER 2.
H B 18 £ [ #5 A #9300,000 % Ak 17 #
& (i) R RERBIEGINCTS
Capital Group Limited 8Bt & 2 &)
Hannibal International Limited Fi#A
93,534,000 B A% (D1 % o

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.

INTERESTS IN ASSOCIATED CORPORATION OF THE COMPANY — LONG

(b) JAARA I HIBR L B Z A — A (®)

PosiTiONS:

EHBHE AT

PN EEk BETRAK

EEpg A% REIHE RS BHE

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

BRT ARRBEERBBRAF (HzE1) -l 59,383 0.007%
Han Chia-Yau Great Wall Enterprise Co. Ltd. (Note 1) Beneficial owner

BER ARFHCERBBRAR Bhnlkn 63,784 0.008%
Harn Jia-Chen Great Wall Enterprise Co. Ltd. Beneficial owner

WRE(WH2) ARRBEERHBRARF EL VNS 3 10,959,071 1.300%
Chao Tien-Shin Great Wall Enterprise Co. Ltd. Interest of controlled
(Note 2) corporation

REEEmR (M) AR T DaChan Food (Asia) Limited
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BRI RARFBRD RBBEROTHEE D
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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 10,959,071
shares held by Qiao Tai Xing Investment Co. Ltd. controlled by Mr.

Chao and his spouse.

Save as disclosed above, as at 31 December 2018, 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 25(a) and 25(b)) to the Financial Statements,
at no time during the year ended 31 December 2018 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 2018, 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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Long positions in shares of the Company:

£ BERME 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
KRB (25) BRAR SHH ARz ER 528,824,852 52.04%
Great Wall International (Holdings) Ltd. Interests of controlled corporation (HisE1)
(Note 1)
ARRACERHBRAT RERIAR i 528,824,852 52.04%
Great Wall Enterprise Co., Ltd. Interests of controlled corporation (Hiz1)
(Note 1)
Continental Capital Limited EnlEn 59,700,029 5.87%
(AT7& Continental Enterprises Ltd.) (4757 3)
(formerly known as Continental Enterprises Ltd.) Beneficial interests (Hiz#2)
(Note 3) (Note 2)
Contigroup Companies Inc. REH ARz #R 59,700,029 5.87%
Interests of controlled corporation (Hizt2)
(Note 2)
Fribourg Grandchildren Family L.P. REH ARz #R 59,700,029 5.87%
Interests of controlled corporation (Hizt2)
(Note 2)
Fribourg Enterprises, LLC REH ARz #R 59,700,029 5.87%
Interests of controlled corporation (Hizt2)
(Note 2)
JA Robert Fribourg A%z AH) B VN £ 59,700,029 5.87%
“NEtFRAZ+—BERE (Hiit2)
Declaration of Trust dated May 31, 1957, Interests of controlled corporation (Note 2)

for the benefit of Robert
Fribourg

KBS (ZEM) BFR2AF DaChan Food (Asia) Limited



g RME RIEE BAES
Nature of Number of Approximate
Name interests shares %
IA Paul Jules Fribourg A5 a A &) ey NS 5 59,700,029 5.87%
“NAtFRA=+—RERE (Fizt2)
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=t—HBERE (Hit2)
Declaration of Trust dated May 31, 1957, Interests of controlled corporation (Note 2)
for the benefit of Nadine Louise
Fribourg
IA Charles Arthur Fribourg &% 2 A #] ey NS 5 59,700,029 5.87%
“NAtFRA=+—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%
—NREFNATABERERR (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 A 59,700,029 5.87%
Trustee (HaE2)
(Note 2)
Fribourg Paul Jules A 59,700,029 5.87%
Trustee (HaE2)
(Note 2)
HER EnEn 50,978,000 5.02%
Sun Hui Ying Beneficial interests

—Z— \EHFEHR Annual Report 2018
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f% 15 LA Waverley Star Limited M Z5 & &1k
A EBFEERRL * Waverley Star Limited &
TMNEERMAAEERAKER(ER)AE
RARIMEZEMBAR - MARKBEE (ER)
BERDBBRAKEHREEROERAANE
EMBAR - BIBEBEHRBAEKRD - KKE
B (R BRA R RAKRMEERDHR
N AR A Waverley Star Limited &8
NEBRM AR ENRMARND 2P E
B

°

BX

Fribourg Charles Arthur » Sosland Morton
Irvin &% Fribourg Paul Jules % Bl Contigroup
Companies Inc.#%#3.39% * 3.21% [26.23%
Eme BREMREFEA LR ARobert
Fribourg BXmAM— N A+tFRA=+—
H{Z5tE ([Robertf57E& 1) » PAPaul Jutes
Fribourg B¥m AN —NA+tFRA=1T—
H{55EE ([Paul{=5E%F J) » LANadine Louise
Fribourg BXm A —NALFRA=+—
HiEsEE ([Nadinefs7E&E ) ~ I Charles
Arthur Fribourg ¥ m AR —NAEFAA
=t+—HB{E7EE ((CharlesfastE ) AR
Caroline Renee Fribourg A% A —L75=
FNA+TRBERER ([Caroline iz ) (4t
BIEFD hEt2afEs - REBEZHFLH
E1&5] - Fribourg Charles Arthur * Sosland
Morton Irvin } Fribourg Paul Jules ##32 A1R
ERERAMEEERTEAER

=042 Fribourg Enterprises, LLCH)ZEB
o REREFRBERD  EREERAR
Fribourg Enterprises, LLCFT#%2$|H) 2 S 2E
B #ER © Fribourg Enterprises, LLC#Z
#lContigroup Companies Inc. #)2.44% -
I 2 &4 H| Fribourg Grandchildren Family
L.P - fFribourg Grandchildren Family
L.PEEZ%| Contigroup Companies Inc.
M49.33% - REBEEFHFRHE G-
Fribourg Enterprises, LLC# 4% &R Fribourg
Grandchildren Family L.P B R & 504
SR #ERS © M Fribourg Grandchildren
Family L.P#%1%8 &% Contigroup Companies
Inc. FHENZHERTERER - Robertfs
& - Paul{S5tE - Nadine{§5t& * Charles
7t & K Carolinelf} #% # B Contigroup
Companies Inc.f3.93% - 5.84% * 5.23% °
4.97% &% 4.92% fEx ©

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
wholly-owned 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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Contigroup Companies Inc. & & = 4l
Continental Enterprises Ltd. * 1 Continental
Enterprises Ltd. FAZRAE]5.90% A% n # #
B o RIBEFHREIERG) - Contigroup
Companies Inc.# i & M Continental
Enterprises Ltd 358 M2k H R #EE#E= °

SR RRIRAQRFHHEE#Z - Fribourg
Charles Arthur » Sosland Morton Irvin }&
Fribourg Paul Julesif AR A QG F A E

S o

Bk

KA R Continental Enterprises Ltd. &
HMoHER-FE-——F+—-A_HERRAAME
/4 [Continental Capital Limited ] - BHER
TE-CFUTEERESABALRRA
300,000 i - EFFAARFRMNEE A
59,700,029 i 3% A Z= 60,000,029 % °

B EXHEEEN RZBE-NEF+A

=t-

H BARRIEENRESTRAER
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B 16PI% 336 (R R B LM R TUAR -

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.

Note 3: 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 2018, 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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7 BER:

RRAF O REZERBRRAKRREE
REBAREB UMM E AR (KKK
WEHBEA) ([BRINEE]) -

Marubeni Corporation ([ AT | » AR
FIEREMB AR EZRE) RAA
(FBE)BRAR(AAFE] (AR
HA2MEBRR) RAALREZHERAR
(BEBNAREEA)

HCL AR ABRERE2EHAZ
DA MR REBEA - Rk

WIRERE  ERARARREEERE
FE(EMRERE TH)30% ZER
Al MR REBEA -

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”);

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);

HCL, an associate of Mr. Han Jia-Hwan by virtue of being his
wholly owned company; and

Sisters Kitchen, an associate of Mr. Han Jia-Hwan, a director
of the Company, by virtue of being his 30%-controlled
company (within the meaning of the Listing Rules).
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The Group conducted the following connected transactions and

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 2018:

(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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(b)

A renewal agreement was entered into by 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) in relation to the
transactions under the GWE Master Purchase (Renewal)
Agreement on 18 April 2018, which said renewal will be
effective for three years starting from 1 January 2019.
The details of such renewal agreement are set out in the
Company’s announcement and circular dated 18 April 2018
and 13 June 2018 respectively.

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 RMB19,167 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).
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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.

A renewal agreement was entered into by 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) in relation to the
transactions under the GWE Master Supply (Renewal)
Agreement on 18 April 2018, which said renewal will be
effective for three years starting from 1 January 2019.
The details of such renewal agreement are set out in the
Company’s announcement and circular dated 18 April 2018
and 13 June 2018 respectively.

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
RMB30,446 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 (EBEE (ZZE—Hh
FLEHR) %) (“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

—Z— \EHFHR Annual Report 2018
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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.

A renewal agreement was entered into by the Company
(for itself and on behalf of other members of the Group) and
Marubeni PRC (for itself and on behalf of its subsidiaries)
in relation to the transactions under the Marubeni Master
Purchase (Renewal) Agreement on 18 April 2018, which
said renewal will be effective for three years starting from
1 January 2019. The details of such renewal agreement
are set out in the Company's announcement dated 18 April
2018.

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 RMB4,028 thousand. The
Directors confirm that the Group has followed the said
pricing terms and policies when determining the price and
terms of those purchases.
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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.

A renewal agreement was entered into by the Company
(for itself and on behalf of other members of the Group) and
Marubeni in relation to the transactions under the Marubeni
Master Supply (Renewal) Agreement on 18 April 2018,
which said renewal will be effective for three years starting
from 1 January 2019. The details of such renewal agreement
are set out in the Company's announcement dated 18 April
2018.

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
RMB233,592 thousand. The Directors confirm that the
Group has followed the said pricing terms and policies when
determining the price and terms of those sales.

—Z— \EHFHR Annual Report 2018
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(e)

On 14 December 2018, NAC entered into the Share
Transfer Agreement with HCL in relation to the Better Me
Disposal as the Company no longer wished to participate
in the investment in Better Me and decided to dispose of
all its interests therein. The consideration for the Better Me
Disposal was based on the net asset value of Better Me as
at the date of the Share Transfer Agreement, which was
zero. Completion of the Better Me Disposal took place on 26
December 2018.

Before Sisters Kitchen became a connected person of the
Company, it entered into the sale agreement (the “Sale
Agreement”) with KiKEm Oadt) BRAF (DaChan
Food (Hebei) Co., Ltd.*) (“DaChan Hebei”), a company
established in the PRC and an indirect wholly-owned
subsidiary of the Company on 11 September 2018 for a term
of 2 years in relation to the supply of products by DaChan
Hebei to Sisters Kitchen.

Under the Sale Agreement, DaChan Hebei supplies
and Sisters Kitchen acquires the relevant products (i.e.
processed chicken meat) required for the production and
operation of Sisters Kitchen as stipulated in the orders
placed by Sisters Kitchen from time to time. The purchase
price for the aforementioned products (“Purchase Price”) is
determined between DaChan Hebei and Sisters Kitchen in
accordance with the costs of the products plus a processing
fee of RMB700 per ton. The Purchase Price is calculated on a
monthly basis and paid by Sisters Kitchen after receipt of the
invoice from DaChan Hebei. The Sale Agreement and the
transactions contemplated thereunder became a continuing
connected transaction of the Company under the Listing
Rules following Sisters Kitchen becoming an associate of
Mr. Han Jia-Hwan and a connected person of the Company
on 26 December 2018. The Company has established
internal control procedures to ensure that the products
supplied to Sisters Kitchen are in line with the terms of the
Sale Agreement and no less favourable to the Group than
those offered by the Group to independent customers, the
details of which, together with other information regarding
the Sale Agreement and the transactions contemplated
thereunder, are set out in the Company’s announcement
dated 16 January 2019.
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During the year under review, no products were supplied by

DaChan Hebei to Sisteres Kitchen under the Sale Agreement.

(9)

Apart from the Sale Agreement, DaChan Hebei and Sisters
Kitchen also entered into the distribution agreement (the
“Distribution Agreement”) on 11 September 2018 for a
term of 2 years in relation to the provision of distribution
service by DaChan Hebei to Sisters Kitchen. Under the
Distribution Agreement, DaChan Hebei acts as the non-
exclusive distributor of the “better me" brand products of
Sisters Kitchen (i.e. healthy food products using, among the
others, the chicken meat sold by DaChan Hebei under the
Sale Agreement) in the PRC through all online and offline
distribution channels. The fees for the aforementioned
distribution services (“Service Fees”) are 2% of the
proceeds received by DaChan Hebei from its sale of
products to third parties after deducting the relevant tax,
discount and any other sale-related costs borne by Sisters
Kitchen. The Service Fees are calculated and paid on a
monthly basis. DaChan Hebei pays the net sum of the sale
proceeds received from third parties to Sisters Kitchen
after deduction of the Service Fees. DaChan Hebei and
Sisters Kitchen entered into the supplemental agreement
(the "Supplemental Agreement”) on 12 December 2018
to amend the Distribution Agreement. The Supplemental
Agreement stipulates, in summary terms, that (among
others) DaChan Hebei and Sisters Kitchen will review and
(if applicable) re-determine the pricing basis of the Service
Fees under the Distribution Agreement before the expiration
of one year after the signing of the Distribution Agreement.
Other terms of the Distribution Agreement remained
unchanged. The Distribution Agreement (as amended
by the Supplemental Agreement) and the transactions
contemplated thereunder became a continuing connected
transaction of the Company under the Listing Rules
following the becoming of Sisters Kitchen as an associate of
Mr. Han Jia-Hwan and a connected person of the Company
on 26 December 2018. The Company has established
internal control procedures to ensure that the distribution
services provided by DaChan Hebei are in line with the terms
of the Distribution Agreement and no less favourable to the
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Group than those offered or to be offered by the Group to
independent customers, the details of which, together with
other information regarding the Distribution Agreement and
the transactions contemplated thereunder, are set out in the
Company’s announcement dated 16 January 2019.

During the year under review, no services were provided by
DaChan Hebei under the Distribution Agreement (as amended by
the Supplemental Agreement).

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.
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PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES

During the year of 2018, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the Company’s
listed securities.

MAJOR CUSTOMERS AND SUPPLIERS

The aggregate sales attributable to the Group’s five largest
customers in 2018 and 2017 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 2018 and
2017.

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. 18 April 2019), the Company has maintained the
prescribed public float under the Listing Rules.
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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 2018.

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 2018 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 308 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
Mr. Harn Jia-Chen
Chairman

Hong Kong, 22 March 2019
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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 110 to 303, which comprise the
consolidated statement of financial position as at 31 December
2018, 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 2018 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.

—Z— \EHFH Annual Report 2018



QAR 20

HPEREEESHMAS ([FEGFEIA
g ) BMEKEEETER) (BEETE
A])EITER - RAIEZFENTAENE
EEEARRE [EHER T BEHEX
FREMEL] BOPIEE— PR - REE
AETMAGRMAN(EXE S AEZETA)
(MsFRI) AR ERMIEHS B SR E M HER
ROBFTHANEERER  AMBIRNESE
P WERITELEEEZRIARTRIF R HE
EEEREME - RFEE - BAMESH
Ei R BREREREZHARMANEAER
TEHLERE o

I B il 29 I

FREAZTHESREBERMNEXRHE - RE
HARGAVBBRRNBEARA/EENSE
B BUERARERMEARREESMBR
RELABRRETREN - M TSHE
LEBERHEEFNER -

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

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 222.

The Key Audit Matter

As at 31 December 2018,
the Group held property,
plant and equipment
with a carrying value
of RMB1,545,150,000
which was used in the
Group's chicken meat,
processed food and feed
production operations.

The Group's property,
plant and equipment
is allocated to relevant
cash generating units
("CGUs") for the purpose
of assessing if there is
any impairment at the end
of the reporting period.

How the matter was addressed in

our audit

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

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

o 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;

o 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;

—Z— \EHFH Annual Report 2018
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The Key Audit Matter

Management considered
that there were
indicators of impairment
of property, plant
and equipment at 31
December 2018 because
certain CGUs have
sustained losses and,
therefore, management
assessed the recoverable
amounts of these CGUS
using value in use
calculations based on
discounted cash flow
forecasts.

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.

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;

engaging our internal
valuation specialists to
evaluate the discount rates
applied in the discounted cash
flow forecasts by comparison
with other companies in the
same industry;
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The Key Audit Matter

We identified assessing
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 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:

—Z— \EHFH Annual Report 2018



REE

a8k 7 A0 RF i P 7 R 288 RR 1 8 B AR
EMBHRREEEANHE RN
B R RATEAEFARYEL
KR - AN EER 3T B MUE B R AR
B EREMAZRAER - aRKEF
ARrhkER BHE EBRER E
BB - oERBERAMBES 2 L B
It oK B 3% 3R PR R T B B0 BB K 86 AR
B e E R RN REERR AR E
HEERHRRA M ER o

TR B G AR B RO Y BRI
V&R B E E@jlgEﬁTEi7K
BRI A MEBERER

DH 3

AEEEMEAEABRRNBEER
Rt MR B AR -

HEERAKEKLESERNRE
MHEAE L &R - IRIBAFERNEGE
B HERSFEAFAEXBRA
B ERTHEE M - e AT A
H BERENRKEKERNELERX
RE-WEMRRFEERNTEE
- AV EEREMBRETIRFRE
REIBGRAVBRTOBEENE -
REFBNERETR - AlEREMN
BR-HMNERRERNZBERE
BIEFTERIS R EATEIR - A - Rk
EEYBERTRERERE T LA

FHESFAVBBRROERIHRTA
BENMAT BRKE UER&EaH
BRREEHERMBAZXZMER -

& (ZM) BPR4 T DaChan Food (Asia) Limited

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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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

22 March 2019
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(Expressed in thousands of Renminbi unless otherwise stated)

Note 2018 2017
BisE —E-N\F ZT—tF
BisE
Note
EIRA Turnover 4 7,191,911 8,607,477
SHEM A Cost of sales (6,431,611) (7,691,535)
EF Gross profit 760,300 815,942
EMEENRBEN Change in fair value of biological
SEIR S ERA assets less costs to sell - 2,028
BARBEVSERRESR Fair value of agricultural produce on
initial recognition - 9,656
FHERLERER Reversal of fair value of agricultural
A B (EE produce due to sales and disposals - (8,498)
HAnZE WA Other operating income 5 18,054 13,142
Hiv gz (BE) Other net gain/(loss) 19,780 (14,595)
SRR Distribution costs (382,405) (399,313)
GG Administrative expenses (307,712) (261,452)
R T Profit from operations 108,017 156,810
MR Finance costs 6(a) (35,407) (42,183)
e R ABR2R A Share of gains/(losses) of
Wz (&E) equity-accounted investees 13,933 (1,313)
BB ADEF Profit before taxation 6 86,543 113,314
FrigHt Income tax 7 (24,648) (21,445)
FREF Profit for the year 61,895 91,869
THIALRER Attributable to:
V/NET Equity shareholders of the Company 13,135 29,120
FEE R R Non-controlling interests 48,760 62,749
FREF Profit for the year 61,895 91,869
BRER Earnings per share
—HAK - Basic 11 RMB 0.0129 RMB 0.0287
AR®0.01297t AK%0.02877T
— 3 - Diluted 11 RMB 0.0129  RMB 0.0287
AR¥0.0129T ARX'0.02877C

M AEER-_ZT-N\F-A-HVNRERBER
BB mEERFE 15 RERM B REELE
9% - REPMBERE T E  YEBIILRE

£ o BHTEE2(e) ©

F119B8ZF303B MM AT BHRENAE

BXEB Y

note 2(e).

statements.

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

Note: The Group has initially applied IFRS 15 and IFRS 9 at 1 January 2018. Under

the transition methods chosen, comparative information is not restated. See

The notes on pages 119 to 303 form part of these financial
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(Expressed in thousands of Renminbi unless otherwise stated)

Note 2018 2017
BiEE —E-N\F —E—tF
Lo
Note
FREFH Profit for the year 61,895 91,869
FREMEE K Other comprehensive income
for the year
HIgAI B o8 Item that may be reclassified
ZEH2HEA ¢ subsequently to profit or loss:
MEEN =58 Exchange differences on translation 10 (23,733) 15,842
FREMEEKEG Other comprehensive income for
the year (23,733) 15,842
FARHEKRBEE Total comprehensive income
for the year 38,162 107,711
THIA LR : Attributable to:
i N/NE] ) E Equity shareholders of the Company (15,068) 51,601
FEPERR i A Non-controlling interests 53,230 56,110
FAEHEKRBRE Total comprehensive income
for the year 38,162 107,711

M AEER-Z-N\F-A-HNREAER
B mEERE 155 REBR B REERE
9% - RIBFTETEBEN A UEWEBIILRE
Ko RHTFE2(e) ©

F1198 2 F303E MM F AR EREKMAE
BREBS e

Note: The Group has initially applied IFRS 15 and IFRS 9 at 1 January 2018. Under

the transition methods chosen, comparative information is not restated. See

note 2(e).

The notes on pages 119 to 303 form part of these financial

statements.

—Z— \EHFH Annual Report 2018



(B SEHEBI - UARKETITZ7)

(Expressed in thousands of Renminbi unless otherwise stated)

Note 2018 2017
BiEE —E-N\F Tt
BisE
Note
FREBEE Non-current assets
BE&E Fixed assets 13
— M - BREREE — Property, plant and equipment 1,354,682 1,341,398
—TENEERIE — Lease prepayments 190,468 191,477
R ARSR A B ER Interests in equity-accounted
investees 15 78,457 58,747
HEibem&EE Other financial assets 1,948 1,948
BIEFIEE Deferred tax assets 26(c) 27,872 28,134
A Y [B] K HFR I8 Long-term tax recoverable 19 84,924 90,806
HEMIERBEE Other non-current assets 15,666 10,111
AT 1722621
mEEE Current assets
FE Inventories 16 847,131 892,039
EYEE Biological assets 17 129,115 9,677
e E SRR Trade receivables 18 307,205 396,412
H A fE R IE R TR IR Other receivables and prepayments 19 456,849 451,480
R MRSEEY Cash and cash equivalents 20 408,721 526,568
[..2:149,021 e
REBEE Current liabilities
B SRR Trade payables 21 493,192 701,696
H b FE IR Other payables 22 432,564 529,459
AHAaE Contract liabilities 8,052 =
B Provisions 23 1,099 3,719
FTREE Interest-bearing borrowings 24 272,216 300,740
RIS Income tax payable 26(a) 4,526 2,209
1211640 B
RBEEFE Net current assets 937,372 738,353
Mz : AEBR-_ZE—NE— A —B¥LAERREK Note: The Group has initially applied IFRS 15 and IFRS 9 at 1 January 2018. Under
B RS HRE AEBE15%5 LR SRS R E the transition methods chosen, comparative information is not restated. See
9%k - MIBFTEEB/EH L WESBIILRE note 2(e).

£ o BHEE2(e) ©

FE1198 ZF303E MM s AR SRz The notes on pages 119 to 303 form part of these financial

BE D o statements.

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

Note 2018 2017
BiEE —E-N\F —T—+F
BisE
Note
EEABRABERE Total assets less current liabilities 2,691,389 2,460,974
FRBEE Non-current liabilities
FEEE Interest-bearing borrowings 24 863,043 600,072
FERIEE F Deferred tax liabilities 26(c) 497 336
... 863540 | A0S |
EEFHE Net assets 1,827,849 1,860,566
BARKR A Capital and reserves
A& A Share capital 27(c) 97,920 97,920
G Reserves 27(d) 895,654 923,857
RE & Retained profit 496,800 519,369
RATRRELER Total equity attributable to equity
ZIEREE shareholders of the Company 1,490,374 1,541,146
FEPERR i A Non-controlling interests 337,475 319,420
fERAE Total equity 1,827,849 1,860,566

KHESESSEN_Z—NF=A=-+=AHtE Approved and authorised for issue by the board of directors on 22

RIXRETE - March 2019.
BXR BXRE
Harn Jia-Chen Han Chia-Yin
FE HITEF
Chairman Executive director

s : 2EER - N\F—A—BHXEARE Note: The Group has initially applied IFRS 15 and IFRS 9 at 1 January 2018. Under

M RERERFE 155 K EE MBS ®REERE the transition methods chosen, comparative information is not restated. See

95k - IRIBFTETB/E % WESEIHEE note 2(e).

£ o RHEE2(e) ©

FE1198 EZF303E MM s AR SRz A The notes on pages 119 to 303 form part of these financial

BE D o statements.
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(B SEHEBI - UARKETITZ7)

(Expressed in thousands of Renminbi unless otherwise stated)

ROFRARG
HEfA
L)
e
Share- FhER
Br RAGE BERE QNEE GEEE EDEE  besed EREA Non-  B&4E
Share  Share Redempfion DMerger Statutory Translation payment Retained 43 controling  Total
capital - premium reserve  reserve reserves  reseve reseve  profits  Total interests  equity
L7272 D7) D7) 7 O = 7
it ) 1) 7 1)
Nott ~ [note  [note  (note  [note  (note  [nofe ([note
) 26 2 2 2 2 27l
RE-tET-A=-A8ER () Bdance at 31 December 2017 Note 97920 581,495 (836) 306064 92063 (147466) 2547 519369 1541146 319420 1860566
FERERAASERZ R 0ZZ  Impacton nital aplcaton of IFRS 15 - - - - - - B 3 Wy VR T o
RE-N\F-A-RldARkes Adjusted balance at 1 January 2018 97920 581,495 (836) 306064 92063 (147486) 2547 483665 1505442 307746 1813188
kA Potfor eyt S e oo oL B BB BT 618%
LT Other comprshensive income 10 - - - - (28203 - (8203) 440 (23733
ERRENEEE Total comprehensive income for the year - - - - (28203 - 1% (15008 53280 38162
HESEERRARARS Equitysetlled share-based payment
ransactions % - - - - - 54 -
FERERTE Capielcontibution from
non-ontrollng nterests - - - - - - U Pl
SHEFERRENRS Dividends approved in respect of
the previous year ) - - - - - - M) B
R5-NETZA=T-RAER Balance at 31 December 2018 97920 584,042 (836) 396,064 92093 (175,669) - 496800 1490374 33141 1827849
Mz : ZREER =T —NF—A—BIKERBERK Note: The Group has initially applied IFRS 15 and IFRS 9 at 1 January 2018. Under

BB MEERFE 16K RERM B REERS
9% - MEBEPMBTERE A TESIHLRE
£ o BHEE2(e) ©

F19AREFEI03RMMERAMBHRERNE
BXEB Y

KRB (ZEM) BFR2AF DaChan Food (Asia) Limited

the transition methods chosen, comparative information is not restated. See

note 2(e).

The notes on pages 119 to 303 form part of these financial

statements.



(BEEEBI - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

ROARRER
PHE]
LU
i
Share- Hefies
Br RAERE ERHE ARGE IREE ENGE  besed  GREA Non-  fEREE

o

Share  Share Redemption Merger Statutory Translation payment  Retained it controlling ~ Total
capital premium  reserve reserve reserves  reseve reseve  profits  Total interests  equity
U727 B =7 D7) B 77 = 7

it 1 ) 77 A1) A )

Nott  [note  [note  (note  (note  (ote  [note (ot
) A ) 2 2 27l 2

R5-tE-F-RfH Balenog at 1 January 2017 97920 582303 (2864 396064 92088 (169047 384 489729 1489115 272280 1,761,395
Ehigh Proft for he year - - - - - - B0 B0 69 91869
Eheiks Other comprehensive income ) - - - - i - - n® Y 1580
FRemyaLE Total comprehensive income for the year - - - - - N - B0 BeT B0 1077
EREFNE Equiy reclassficaton
MEEEENRARIRA Equiyseted share-based
ayment transactions % - g 208 - - - (1300 50 &0 - 80
FERERTE Canialcontribution rom
non-controllng nterests - - - - - - - - - B s
FREEELENRS Dividends approved i respect o the
revious year 21) - - - - - - - - - BB B
RE-tET-A=T-RNER
() Balance at 31 Decerber 2017 Notg) 97920 5814% @36 306004 92003 (147466) 2047 19369 1541146 319420 1,860,566
Mzt REBR-_ZT—-NF—A—-—BYRERBER Note: The Group has initially applied IFRS 15 and IFRS 9 at 1 January 2018. Under
B REERIE 165 REIBR M B R EERIE the transition methods chosen, comparative information is not restated. See
95k - IRIBFTETEB/E X WESIHEE note 2(e).

* o RHfEE2(e) ©

F1198 2 F303E MM T AR Rz The notes on pages 119 to 303 form part of these financial

KEBS © statements.
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(B SEHEBI - UARKETITZ7)

(Expressed in thousands of Renminbi unless otherwise stated)

Note 2018 2017
FidaE 2-N\F ZE—tF
BisE
Note
REES Operating activities
BRETAT& R Profit before taxation 86,543 113,314
FATEIRAE Adjustments for:
—HWEERABEN ~ Change in fair value of biological
BEHHEEKA assets less costs to sell - (2,028)
—NPBRRERN DA EE — Fair value of agricultural produce
on initial recognition - (9,556)
—REERHERER - Reversal of fair value of agricultural
&K R EE produce due to sales and disposals - 8,498
—[EIEES A2 AT (Ia), /B8 - Share of (gains)/losses of
equity-accounted investees (13,933) 1,313
—FISHA - Interest income 5 (6,866) (4,018)
-~ HERTEEBBTE — Net loss on disposal of fixed assets 5 1,693 7,090
-EREERERD - Impairment reversed on fixed assets 5 (2,997) (7,291)
—HEHE N A RME AR AU E - Gain on disposal of associates and
subsidiaries 5 (9,516) (9,200)
—FBRZ — Interest expense 6(a) 35,407 42,183
—UREREENRN AR - Equity-settled share-based payment
transactions 6(b) - 430
—EREHE - Depreciation and amortisation 6(c) 162,149 143,732
—TFEMR - Write-down of inventories 16(b) 25,268 11,981
— BRI EHR — Reversal of write-down of inventories 16(b) (18,483) (2,471)
~ERE ZEFNEBEFE — Net impairment loss on trade receivables  30(a) 20,221 3,245
—EREEFE - Net foreign exchange difference (26,268) 43,397

M AEER-_T-N\F-A-BVRERER
B mEERFE 16 RERM B REERF
9% - MEPMMBERERT A LEBIIHLRE

Ko RIEE2(e) ©

F119B8ZF303B MM AT BRI A

BE

note 2(e).

statements.

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

Note: The Group has initially applied IFRS 15 and IFRS 9 at 1 January 2018. Under

the transition methods chosen, comparative information is not restated. See

The notes on pages 119 to 303 form part of these financial



(BEEEBI - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

Note 2018 2017
PidaE —E-N\F B 3
BisE
Note
EEESPHASERERE Operating cash flows before changes
in working capital 253,218 340,619
FERD Decrease in inventories 32,615 38,683
B ERE Increase in biological assets (13,524) (1,852)
BHEREM Increase in contract liabilities 8,052 -
FEUSE 58 0 N H b JE U B 3 A Increase in trade and other receivables (4,001) (54,792)
BN E SRR E R FIE (Decrease)/Increase in trade and
(R4, 42 m otherpayables (341634) 115512
TETE (A FERs Cash (used in)/generated
from operations (65,274) 438,170
BTETEH Income tax paid 26(a) (21,945) (27,074)
TETE (A) B REFE Net cash (used in)/generated from
operating activities | (87219) ________ 4 1 1 096 -
REEH Investing activities
BUFE Interest received 6,866 4,018
BEETEENT Payment for purchases of fixed assets (235,277) (283,411)
HEBTEEFSHE Proceeds from disposal of fixed assets 29,246 13,739
HERE ARLRA R MGHIE Proceeds from disposal of equity-accounted
investees 2,059 48,000
REZ ABRZIRARMRE Investment in equity-accounted investees (7,798) (6,000)
RETBAREFE Net cash used in investing activities (204,904) (223,654)

izt : AEER=_T—NF—A—BNXEABRRE
W%ﬁiEW%w%&Iwwﬁﬁiﬁw*
BERE WEEILRE

o IRIRFTIEE
M ENEZ(e)"

F1198 EZF303B MM AT BHREAE

note 2(e).

statements.

Note: The Group has initially applied IFRS 15 and IFRS 9 at 1 January 2018. Under

the transition methods chosen, comparative information is not restated. See

The notes on pages 119 to 303 form part of these financial

—Z— \EHFH Annual Report 2018



(BREEEBI - UARKETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

Note 2018 2017
FidaE —E-N\F ZE—tF
BisE
Note
MEEH Financing activities
BFE Interest paid (35,182) (42,373)
ERBE Dividends paid (23,741) (37,472)
LR TERATE IR Proceeds from new bank loans 1,105,376 2,033,484
BN E TS 2 IE Proceeds from new loans from government 62,000 =
BREEE Repayment of borrowings (940,622) (1,949,759)
RENBLRFEERER Capital contributions from non-controlling
WA ANETE equity owners of subsidiaries 240 14,281
METBAERETFH Net cash generated from financing
activites 1_6},_0_7_1 __________ 1_&?,_1_6_1_ N
BeRBLEEY OAL)/ Net (decrease)/increase in cash and
ZHFEE cash equivalents (124,052) 205,603
REQzRERRALEEN Cash and cash equivalents at
the beginning of the year 526,568 327,539
EREEHNTE Effect of foreign exchange rate changes 6,205 (6,5674)
RERCBRERRLEEN Cash and cash equivalents at the end
of the year 20 408,721 526,568
e AEER=-Z—\F—A—BYXEABRE Note: The Group has initially applied IFRS 15 and IFRS 9 at 1 January 2018. Under
MR REERIE 155 RBEIR M B HREERE the transition methods chosen, comparative information is not restated. See
95k - IRIBFTEEB/EHZ WESEIHLERE note 2(e).

£ o BHEE2(e) ©

F1198 ZFE303B MM T ARG HREKAE The notes on pages 119 to 303 form part of these financial

KEBSD o statements.

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

—Z— \EHFH Annual Report 2018



(BREEEBI - UARKETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)
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PR A Al DaChan Food (Asia) Limited

2.

BASIS OF PREPARATION (continued)

(a)

(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 2018 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 assets and liabilities are stated at their
fair value as explained in the accounting policies set

out below:

- derivative financial instruments are measured at

fair value.
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(BEEEBI - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

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.

—Z— \EHFH Annual Report 2018



(BREEEBI - UARKETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

2 RO (&) 2. BASIS OF PREPARATION (continued)

(d)  EJH A BOA B (40 (d) Use of estimates and judgements (continued)

B T BR A B R B 75 3R 5 2 BB
PIES ISR B EATENH
BT - DA R ET T EEE A = E 2R
IRTEPTFE 31 WHKER -

it BOR S )

BRet LR Z B2 RHZ A
AT B R B 755 i o 2 R e B R
BREEMNOZIBIET] - ZEH
BRI RETRAKRENERE A G5
HIRERER - Hh - T3S
EAREENPEREER

() EIRREA RS ERIE 5 -
2RI A

(i) BFRMEREERE15
5 KEEFEHZ Kar

(i) BEERFHHmREL2ELZES
RBE22% L Z R
FE

AEEY EEBETANRE S
HAR i R AR R T A A B e A
HE B R B 75 R o5 2 R 56 9 5% (12
FIAR) [ A BB Z SR A&
I BRON - HE EBEIRMBRE
#E RI| 55 9 5% [R] By U BR 4

(Z2M) APBR2A 7 DaChan Food (Asia) Limited

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 new IFRSs and
several amendments to IFRSs that are first effective
for the current accounting period of the Group. Of
these, the following developments are relevant to the

Group’s financial statements:

(i) IFRS 9, Financial instruments

(i) IFRS 15, Revenue from contracts with

customers

(i) IFRIC 22, Foreign currency transactions and

advance consideration

The Group has not applied any new standard or
interpretation that is not yet effective for the current
accounting period, except for the amendments to IFRS
9, Prepayment features with negative compensation

which have been adopted at the same time as IFRS 9.
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(Expressed in thousands of Renminbi unless otherwise stated)

2. BASIS OF PREPARATION (continued)

(e) Changes in accounting policies (continued)

®)

IFRS 9, Financial instruments, including the

amendmenation

IFRS 9 replaces IAS 39, Financial instruments:
recognition and measurement. It sets out the
requirements for recognising and measuring
financial assets, financial liabilities and some

contracts to buy or sell non-financial items.

The Group has applied IFRS 9 retrospectively
to items that existed at 1 January 2018 in
accordance with the transition requirements.
Therefore, comparative information continues to
be reported under IAS 39.

Further details of the nature and effect of the
changes to previous accounting policies and the

transition approach are set out below:

—Z— \EHFH Annual Report 2018
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2.

BASIS OF PREPARATION (continued)

Changes in accounting policies (continued)

IFRS 9, Financial instruments, including the

amendmenation (continued)

Classification of financial assets and financial

liabilities

IFRS 9 categorises financial assets into
three principal classification categories:
measured at amortised cost, at fair value
through other comprehensive income
(FVOCI) and at fair value through profit
or loss (FVPL). These supersede IAS
39's categories of held-to- maturity
investments, loans and receivables,
available-for-sale financial assets and
financial assets measured at FVPL. The
classification of financial assets under IFRS
9 is based on the business model under
which the financial asset is managed and

its contractual cash flow characteristics.

The measurement categories for all
financial liabilities remain the same, except
for financial guarantee contracts. The
carrying amounts for all financial liabilities
(including financial guarantee contracts) at
1 January 2018 have not been impacted by
the initial application of IFRS 9.
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(Expressed in thousands of Renminbi unless otherwise stated)

BASIS OF PREPARATION (continued)

(e) Changes in accounting policies (continued)

(i IFRS 9, Financial instruments, including the

amendmenation (continued)

b. Credit losses

IFRS 9 replaces the “incurred loss” model
in IAS 39 with the “expected credit loss”
(ECL) model. The ECL model requires
an ongoing measurement of credit risk
associated with a financial asset and
therefore recognises ECLs earlier than
under the “incurred loss” accounting
model in IAS 39.

—Z— \EHFH Annual Report 2018
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(Expressed in thousands of Renminbi unless otherwise stated)

2 RO (&) 2. BASIS OF PREPARATION (continued)
(e) FnhBOREES) (40) (¢) Changes in accounting policies (continued)
(i) BB R ERFE N - (i IFRS 9, Financial instruments, including the

TR AT R amendmenation (continued)

(%)

b.  1FEEHE () b.  Credit losses (continued)
AEEBHEHER The Group applies the new ECL model to
EEEXEANAT the following items:

BH :

—  REHMKARE - financial assets measured at
ENEREE amortised cost (including cash and
(BEES LR cash equivalents, trade and other
EEY - E receivables and loans to associates);
WE ZERR
H b & W 5K IA
RIBER)

= BB 75 -  contract assets as defined in IFRS 15;
% B 155
ERLAHNE
=

ERASEMYIERE For further details on the Group's

EBEBzeERZ accounting policy for accounting for credit

HE—LHIE 0 B2 losses, see note 3(e).

MiFE3(e) °

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

BASIS OF PREPARATION (continued)

(e) Changes in accounting policies (continued)

(i IFRS 9, Financial instruments, including the

amendmenation (continued)

b. Credit losses (continued)

The following table reconciles the closing
loss allowance determined in accordance
with IAS 39 as at 31 December 2017 with
the opening loss allowance determined
in accordance with IFRS 9 as at 1 January
2018.

T E & HR 90 T 4B
1# o
ARETFT
RMB'000
RAREIR & 5 2R 83957 Loss allowance at 31 December 2017
R=Z—tF+=-A=1+—H under IAS 39
HEE R 13,073
RZZ—N\F—H— BRI Additional credit loss recognised at
BEIMEEEIE - 1 January 2018 on:
— RN E S IR H At U R0 - Trade and other receivables =
RAR B B R S 22 R 595 Loss allowance at 1 January 2018
RZT—\F—A— BN EERHE under IFRS 9 13,073

FERBIR M| &%
AE IR A EEE
Al 3 i B B 3
4B M B IS AROR 0] 4
EERINZ:3=-WN-7
o .

The application of IFRS 9 does not have a material
effect on how the Group's results and financial position
for the current or prior periods have been prepared or

presented.
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(Expressed in thousands of Renminbi unless otherwise stated)
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KEEmR (ZM) AR T DaChan Food (Asia) Limited

BASIS OF PREPARATION (continued)

(e)

Changes in accounting policies (continued)

(i) IFRS 15, Revenue from contracts with customers

IFRS 15 establishes a comprehensive framework
for recognising revenue and some costs from
contracts with customers. IFRS 15 replaces IAS
18, Revenue, which covered revenue arising
from sale of goods and rendering of services, and
IAS 11, Construction contracts, which specified

the accounting for construction contracts.

IFRS 15 also introduces additional qualitative
and quantitative disclosure requirements which
aim to enable users of the financial statements
to understand the nature, amount, timing and
uncertainty of revenue and cash flows arising
from contracts with customers.

The Group has selected to use the cumulative
effect transition method and has recognised
the cumulative effect of initial application as an
adjustment to the opening balance of equity
at 1 January 2018. Therefore, comparative
information has not been restated and continues
to be reported under IASs 11 and 18. As allowed
by IFRS 15, the Group has applied the new
requirements only to contracts that were not

completed before 1 January 2018.
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(Expressed in thousands of Renminbi unless otherwise stated)

BASIS OF PREPARATION (continued)

(e) Changes in accounting policies (continued)

(i) IFRS 15, Revenue from contracts with customers

(continued)

The following table summarises the impact of
transition to IFRS 15 on retained earnings and the
related tax impact at 1 January 2018:

LA G E -
ARETFT
RMB'000
BFEF Retained earnings
TR IS B K SR T 2240 Removal of revenue recognition for
RP R EETER selling day-old chicks and feeds to
contract farmers 122,408
TERASEE R Related cost of sales (75,030)
RZZE—\F—A—AH8%F Net decrease in retained earnings at
BRER A F58 1 January 2018 47,378

B Eﬁﬁ%mEZEE
REE Y — 5 ER
mr:

a. i HERR 1Y 1 [

BEAT - BEA LN RIR
MR E AWK ETE
—ERREAER - m
SHEEY R Wam— 8%
EEMmEREzRR
KEHEHBERF
FFEY K — B 2 A
i -

Further details of the nature and effect of the
changes on previous accounting policies are set
out below:

a. Timing of revenue recognition

Previously, revenue arising from
construction contracts and provision
of services was recognised over time,
whereas revenue from sale of goods was
generally recognised at a point in time
when the risks and rewards of ownership

of the goods had passed to the customers.
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2.

BASIS OF PREPARATION (continued)

(e) Changes in accounting policies (continued)

(i) IFRS 15, Revenue from contracts with customers

(continued)

a. Timing of revenue recognition (continued)

Under IFRS 15, revenue is recognised
when the customer obtains control of the
promised good or service in the contract.
This may be at a single point in time or
over time. IFRS 15 identifies the following
three situations in which control of the
promised good or service is regarded as

being transferred over time:

A.  When the customer simultaneously
receives and consumes the benefits
provided by the entity’s performance,

as the entity performs;

B. When the entity’'s performance
creates or enhances an asset (for
example work in progress) that the
customer controls as the asset is
created or enhanced;
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(Expressed in thousands of Renminbi unless otherwise stated)

BASIS OF PREPARATION (continued)

(e) Changes in accounting policies (continued)

(i) IFRS 15, Revenue from contracts with customers

(continued)

a. Timing of revenue recognition (continued)

C. When the entity's performance
does not create an asset with an
alternative use to the entity and the
entity has an enforceable right to
payment for performance completed

to date.

If the contract terms and the entity’'s
activities do not fall into any of these 3
situations, then under IFRS 15 the entity
recognises revenue for the sale of that
good or service at a single point in time,
being when control has passed. Transfer
of risks and rewards of ownership is only
one of the indicators that is considered in
determining when the transfer of control

occurs.
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2 RO (&) 2. BASIS OF PREPARATION (continued)

(e) FnhBOREES) (40) (¢) Changes in accounting policies (continued)

(i) BB R B AR 1S
HoKAFP G2 K (continued)
(#)

(i) IFRS 15, Revenue from contracts with customers
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Timing of revenue recognition (continued)

The adoption of IFRS 15 has a significant
impact on when the Group recognizes
revenue from contract farming and
breeding of chick. The effects are stated as

follows:

Under the requirements of IFRS 15,
revenue from sale of goods and provision
of services by the Group is recognised
when the customer obtains control of the
promised goods or services in the contract.
Transfer of significant risks and rewards
of ownership is only one of the indicators
that is considered in determining when the

transfer of control occurs.
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(BEEEBI - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

BASIS OF PREPARATION (continued)

Changes in accounting policies (continued)

(i) IFRS 15, Revenue from contracts with customers

(continued)

Timing of revenue recognition (continued)

The Group first sell the day-old chicks
to the contract farmers for breeding and
contract farmers are required to purchase
the feeds and medicines from the Group.
After 45-60 days, the Group will repurchase
the live chicken from the contract farmers.
During the breed period, the Group has
rights to assess and monitor the breeding
farms, including the breeding capacity
and farm management to make sure that
the breeding process was performed
according to the unified standard of the
Group. Thus under the transfer of control
process, revenue and the associated costs
for feed and day-old chicks to contract
farmers should not be recognised in profit
or loss under IFRS 15 than under IAS 18.
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(Expressed in thousands of Renminbi unless otherwise stated)

2 BHSEeHE (&) 2. BASIS OF PREPARATION (continued)

(e) FnhBOREES) (40) (¢) Changes in accounting policies (continued)

(i) BB R B AR S
HoKAFP T2 K (continued)
(#)

(i) IFRS 15, Revenue from contracts with customers
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Timing of revenue recognition (continued)

As a result of this change in accounting
policy, the Group has made adjustments
to opening balances at 1 January 2018
which decreased retained earnings by
RMB47,378,000, decreased accounts
receivables by RMB88,596,000, decreased
inventories by RMB5,508,000, increased
biological assets by RMB114,374,000,
increased other payables by
RMB33,812,000, and increased accounts
payables by RMB33,836,000.
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(BEEEBI - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

BASIS OF PREPARATION (continued)

Changes in accounting policies (continued)

(i) IFRS 15, Revenue from contracts with customers

(continued)

Sales commissions payable related to property

sales contracts

The Group previously recognised sales
commissions payable related to sales of
day-old chicks and feeds as distribution
costs when they were incurred. Under
IFRS 15, the Group is required to
capitalise these sales commissions
as costs of obtaining contracts when
they are incremental and are expected
to be recovered, unless the expected
amortisation period is one year or less from
the date of initial recognition of the asset,
in which case the sales commissions can
be expensed when incurred. Capitalised
commissions are charged to profit or loss
when the revenue from the related sale of
day-old chicks and feeds is recognised and
are included as distribution costs at that

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

2 RO (&) 2. BASIS OF PREPARATION (continued)

(e) FnhBOREEH) (40) (¢) Changes in accounting policies (continued)

(i) BB R B AR S
HoKAFP G2 K (continued)
(#)

(i) IFRS 15, Revenue from contracts with customers
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Presentation of contract assets and liabilities

Under IFRS 15, a receivable is recognised
only if the Group has an unconditional right
to consideration. If the Group recognises
the related revenue (see note 3(r)) before
being unconditionally entitled to the
consideration for the promised goods
and services in the contract, then the
entitlement to consideration is classified
as a contract asset. Similarly, a contract
liability, rather than a payable, is recognised
when a customer pays consideration, or is
contractually required to pay consideration
and the amount is already due, before the
Group recognises the related revenue
For a single contract with the customer,
either a net contract asset or a net contract
liability is presented. For multiple contracts,
contract assets and contract liabilities of
unrelated contracts are not presented on a
net basis.
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(BEEEBIN - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

BASIS OF PREPARATION (continued)

(e) Changes in accounting policies (continued)

(i) IFRS 15, Revenue from contracts with customers

(continued)
@ Presentation of contract assets and liabilities
(continued)

To reflect these changes in presentation,
“Receipts in advance” amounting to
RMB14,760,000, which was previously
included in other payables are now
included under contract liabilities at 1
January 2018, as a result of the adoption of
IFRS 15.
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2.

BASIS OF PREPARATION (continued)

Changes in accounting policies (continued)

(i) IFRS 15, Revenue from contracts with customers

(continued)

Disclosure of the estimated impact on the
amounts reported in respect of the year ended
31 December 2018 as a result of the adoption of
IFRS 15 on I January 2018.

The following tables summarise the
estimated impact of adoption of IFRS
15 on the Group's consolidated financial
statements for the year ended 31
December 2018, by comparing the
amounts reported under IFRS 15 in these
consolidated financial statements with
estimates of the hypothetical amounts that
would have been recognised under IAS 18
and IAS 11 if those superseded standards
had continued to apply to 2018 instead of
IFRS 15. These tables show only those line
items impacted by the adoption of IFRS 15:



(BEEEBIN - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

2 RHIEeHE (&) 2. BASIS OF PREPARATION (continued)
(e) FRHBOREEH) (50) (¢) Changes in accounting policies (continued)
(i) B B AR RS (i) IFRS 15, Revenue from contracts with customers
o KAFP T2 K (continued)
(#7)
d RZF-NF—H— d.  Disclosure of the estimated impact on the
H R4 1 5 B 53R 757 amounts reported in respect of the year ended
QI 15 95 B # 31 December 2018 as a result of the adoption of
Sz —NES ZH IFRS 15 on 1 January 2018 (continued).
=t —HIEFEZE
RB B LN 7
B WEE (A
EER
ZE-\ERS
EliSapsies

REEREE  REERST  EAH5E2
EEBE5%E  EBRIE18ER  HEE(A)-(B)
ZHRNSE(A) ENFENET Difference:

Amounts £%(B) Estimated
reported in Hypothetical impact of
accordance amounts adoption of

with IFRS under IASs IFRS 15 on
15(A)  18and11(B) 2018 (A)-(B)
ARETR ARETR ARETR

RMB'000 RMB'000 RMB'000

BE-Z-N\E+=R Line items in the consolidated

Z+-ALEEREE statement income

BRRPIHFRER for year ended 31 December

MRS LRI E 155, 2018 impacted by the

FEVIEE adoption of IFRS 15:

mEWA Turnover 7,191,911 8,404,543 (1,212,632)

HERAR Cost of sales (6,431,611) (7,660,230) 1,228,619

EF Gross profit 760,300 744,313 15,987

DK Distribution costs (382,405) (382,405) =

Ryl Profit from operations 108,017 92,030 15,987

BRB1 A& Profit before taxation 86,543 70,556 15,987

s Income tax (24,648) (24,648) =

—Z— \EEH Annual Report 2018



(BR=EEBI - UARKETTZS)

(Expressed in thousands of Renminbi unless otherwise stated)

2 BHSEeHE (&) 2. BASIS OF PREPARATION (continued)
(e) FRHBORSEE T (47) (¢) Changes in accounting policies (continued)
(i) B B A AR5 (i) IFRS 15, Revenue from contracts with customers
HoKAFP T2 K (continued)
(#7)
d RZF-NF—H— d.  Disclosure of the estimated impact on the
H FRAA [ B R T 4R A amounts reported in respect of the year ended
R 15 95 B # 31 December 2018 as a result of the adoption of
ZE - NESZH IFRS 15 on I January 2018 (continued).
= —HILFEZE
IR AL NI 75
BEZ Wi (FH)
EHR
ZE-\ER#H
il dpte

RIEERE % REERET  EAFE5EL
EEAE5Y  EREISER  HrEEZ(A)-B)
2RO SE(A) ENHEHBRT Difference:

Amounts £5(B) Estimated
reportedin  Hypothetical impact of
accordance amounts adoption of

with IFRS under IASs IFRS 15 on
15(A) 18and11(B) 2018 (A)-(B)
AR®TR ARBTT ARBTT

RMB’000 RMB’000 RMB’000
ERai Profit for the year 61,895 45,908 15,987
KRARRELER Profit attributable to equity
shareholders of the
company 13,135 2,951 10,184
SREFN Earnings per share
EX Basic ARB00129  AR®0.0029T  AR#0.01007T
RMBO0.0129 RMBO0.0029 RMB0.0100
Bk Diluted ARH0.0129t  AR¥0.0029T  AK¥0.01007T
RMBO0.0129 RMBO0.0029 RMB0.0100
HE-_Z-N\E+ZR Line items in the consolidated
=T-BLEEZRSE statement of comprehensive
2HkERS income for year ended
SRMERSEREEN 31 December 2018 impacted
E155HFECER by the adoption of IFRS 15:

KRB (ZEM) BFR2AF DaChan Food (Asia) Limited



(BEEEBI - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

2 BRIREHE (B) 2. BASIS OF PREPARATION (continued)
(e) FRHBOREEH) (50) (¢) Changes in accounting policies (continued)
(i) B B A AR5 (i) IFRS 15, Revenue from contracts with customers
HoKAFP T2 K (continued)
(#)
d RZF-NF—H— d.  Disclosure of the estimated impact on the
H R4 1 5 B T 3R 757 amounts reported in respect of the year ended
QI 15 95 B # 31 December 2018 as a result of the adoption of
Sz NEf A IFRS 15 on 1 January 2018 (continued).
=t —HIEFEZE
FRE R LG 7T
B W ()
28R
ZE-\FHM
BB BHRE

RIEERSH% REERET  EAF5EZ
FEAE5S  ERIEISER  (HErEE(A)-(B)
SHNESE(A) ENEHBRE Difference:

Amounts £%(B) Estimated
reportedin  Hypothetical impact of
accordance amounts adoption of

with IFRS under IASs IFRS 15 on
15(A) 18and11(B) 2018 (A)-(B)
AR®TRT AR®TR ARBTT

RMB'000 RMB’000 RMB’000
ERZEYNEAE Total comprehensive income
for the year 38,162 22,175 15,987
ARAARREGETR Total comprehensive income
2HKRAE attributable to the equity
shareholders of the company (15,068) (25,252) 10,184
RZZE-\E+-A=+—H Lineitems in the consolidated
ZEAMBRRETZ RS  statement of financial position
BB REERE15%  asat 31 December 2018
FEVER: impacted by the adoption
of IFRS 15:
78 Inventories 847,131 861,081 (13,950)
EMEE Biological assets 129,115 5,974 123,141
BB SHER Trade receivables 307,205 409,662 (102,457)
RBEEFE Total current assets 2,149,021 2,142,287 6,734
ENESER Trade payables (493,192) (463,485) (29,707)
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(Expressed in thousands of Renminbi unless otherwise stated)

2 RIS (H)

(e)  fruhusREEH) (&)
(i) B B AR 15
HoKAFEPGHZ R
(#)

d HZFz—NFE—H—

2. BASIS OF PREPARATION (continued)

(e) Changes in accounting policies (continued)

(i) IFRS 15, Revenue from contracts with customers

(continued)

Disclosure of the estimated impact on the

H FRAA [ B R T 4R A amounts reported in respect of the year ended
R 515 9 H B E 31 December 2018 as a result of the adoption of
ZE - NESZH IFRS 15 on I January 2018 (continued).
=Ff—HIFEZE
HREHEE G
BEZ Wi (FH)
2B R
ZE-\EEM
BB RS
RIEERET REERE ERE15% 2
HEBE155; ERE18%R  H5HFE(A)-(B)
EHNSBA)  ENTHRBRE Difference:
Amounts £5(B) Estimated
reportedin  Hypothetical impact of
accordance amounts adoption of
with IFRS under I1ASs IFRS 15 on
15 (A) 18 and 11 (B) 2018 (A)-(B)
ARETR ARETT ARETR
RMB’000 RMB’000 RMB'000
Hitt 508 Other payables (432,664) (432,198) (366)
AHEE Contract liabilities (8,052) = (8,052)
REEERE Total current liabilities (1,211,649) (1,173,524) (38,125)
REBEERE Net current assets 937,372 968,763 (31,391)
EERERRBEE Total assets less current
liabilities 2,691,389 2,722,780 (31,391)
FRB8EAE Total non-current liabilities (863,540) (863,540) -
BEFE Net assets 1,827,849 1,859,240 (31,391)
E4 Reserves (1,392,454) (1,417,974) 25,520
AABRREGERSEE  Total equity attributable to
equity shareholders of the
company (1,490,374) (1,515,894) 25,520

KRB (ZEM) BFR2AF DaChan Food (Asia) Limited



(BEEEBI - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

2 BRIREHE (B) 2. BASIS OF PREPARATION (continued)
(e) FrwHBOREE T (47) (e) Changes in accounting policies (continued)
(i) B B A AR5 (i) IFRS 15, Revenue from contracts with customers
HoKAFP T2 K (continued)
(#7)
d RZF-NF—H— d.  Disclosure of the estimated impact on the
H FRAA [ 5 BT T 4R 5 amounts reported in respect of the year ended
QI 15 95 B # 31 December 2018 as a result of the adoption of
SE—NES ZH IFRS 15 on 1 January 2018 (continued).
= —HILFEZE
FR& LN 7]
BEZ WeHE (FH)
ERR
ZE-\EFEM
EREEE

RIEERSH% REERET  EAF5EZ
FEAE5S  ERIEISER  (HErEE(A)-(B)
ZHRHSE(A) ENEHBRE Difference:

Amounts £%(B) Estimated
reportedin  Hypothetical impact of
accordance amounts adoption of

with IFRS under IASs IFRS 15 on
15(A) 18and11(B) 2018 (A)-(B)
AR®TRT AR®TR ARBTT

RMB'000 RMB’000 RMB’000
EnAs Total equity (1,827,849) (1,859,240) 31,391
HE_Z-N\E+ZR Line items in the reconciliation
=+ HIEFERBA of profit before taxation to
ARG REN cash generated from
HEPZRAEREHHRE  operations for year ended
ER|E155H 828R 31 December 2018 impacted
by the adoption of IFRS 15:
BRBERT R Profit before taxation 86,543 70,556 15,987
FERY Decrease in inventories 32,615 24173 8442
HEYEREE Increase in biological assets (13,524) (4,757) (8,767)
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(BREEEBI - UARKETTE5)

(Expressed in thousands of Renminbi unless otherwise stated)

2 RO (&) 2. BASIS OF PREPARATION (continued)
(e) HRHBORSEE T (47) (¢) Changes in accounting policies (continued)
(i) B B A A RS (i) IFRS 15, Revenue from contracts with customers
HoKAFP G2 K (continued)
(#7)
d RZF-NF—H— d.  Disclosure of the estimated impact on the
H FRAA ] B R T R A amounts reported in respect of the year ended
QI 15 95 B # 31 December 2018 as a result of the adoption of
ZE - NESZH IFRS 15 on I January 2018 (continued).
= —HILFEZE
R AL NI 7]
BEZ Wi (AH)
EHR
ZE-\EH#H
EREHERE

RIEERE % REERE:T  EAF5EL
EEAE5YE  EREISER  HrEE(A)-B)
2RO SE(A) ENHEHBRT Difference:

Amounts 25(B) Estimated
reportedin  Hypothetical impact of
accordance amounts adoption of

with IFRS under IASs IFRS 15 on
15(A) 18and11(B) 2018 (A)-(B)
AR®TR ARBTT ARBTT

RMB'000 RMB'000 RMB'000
FENE SETREM Increase in trade and other
FEMGRIESE N receivables (4,001) (17,862) 13,861
B AT R EA Decrease in trade and other
JERFER S payables (341,634) (304,059) (37,575)
AHEEEN Increase in contract liabilities 8,052 = 8,052

KRB (ZEM) BFR2AF DaChan Food (Asia) Limited
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(BEEEBIN - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

BASIS OF PREPARATION (continued)

()

Changes in accounting policies (continued)

(ii)

(iii)

IFRS 15, Revenue from contracts with customers

(continued)

The significant differences arise as a result of the

changes in accounting policies described above.

IFRIC 22, Foreign currency transactions and

advance consideration

This interpretation provides guidance on
determining “the date of the transaction” for
the purpose of determining the exchange rate
to use on initial recognition of the related asset,
expense or income (or part of it) arising from a
transaction in which an entity receives or pays

advance consideration in a foreign currency.
The adoption of IFRIC 22 does not have any

material impact on the financial position and the

financial result of the Group.
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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.

(@)

Basis of consolidation

0

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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(BEEEBIN - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(@)

Basis of consolidation (continued)

(0

(ii)

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

(@)

Basis of consolidation (continued)

(i)

Subsidiaries and non-controlling interests

(continued)

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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SIGNIFICANT ACCOUNTING POLICIES
(continued)

(@)

Basis of consolidation (continued)

(i) 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(k) or (I) 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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SIGNIFICANT ACCOUNTING POLICIES
(continued)

(@)

Basis of consolidation (continued)

(i)

(iii)

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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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 financia
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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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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(continued)
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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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SIGNIFICANT ACCOUNTING POLICIES
(continued)

(@)

Basis of consolidation (continued)

(v)

Other investments in equity securities

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:
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(Expressed in thousands of Renminbi unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Basis of consolidation (continued)
Other investments in equity securities (continued)

(4)  Policy applicable from 1 January 2018

Equity investments

An investment in equity securities is
classified as FVPL unless the equity
investment is not held for trading
purposes and on initial recognition of
the investment the Group makes an
irrevocable election to designate the
investment at FVOCI (non-recycling) such
that subsequent changes in fair value
are recognised in other comprehensive
income. Such elections are made on an
instrument-by-instrument basis, but may
only be made if the investment meets
the definition of equity from the issuer’s
perspective. Where such an election is
made, the amount accumulated in other
comprehensive income remains in the
fair value reserve (non-recycling) until the
investment is disposed of. At the time
of disposal, the amount accumulated in
the fair value reserve (non-recycling) is
transferred to retained earnings. It is not
recycled through profit or loss. Dividends
from an investment in equity securities,
irrespective of whether classified as at
FVPL or FVOCI, are recognised in profit or

loss as other income.
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3 EEAEHEOR (8) 3 SIGNIFICANT ACCOUNTING POLICIES
(continued)
(a) HRaARE (4H) (a) Basis of consolidation (continued)
(iv) IR FEF I HALHEE () (iv)  Other investments in equity securities (continued)

ZE—NFE—H—H (B)  Policy applicable prior to 1 January 2018
Z B Y B
FEZXGMBEHERE Investments in securities held for
PERRBEE ° B trading are classified as current assets.
EENERARSE 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.

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

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(a)

(b)

Basis of consolidation (continued)

(iv)  Other investments in equity securities (continued)

(B) Policy applicable prior to 1 January 2018

(continued)

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.

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)(ii)).
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;
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- 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(u)).

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.

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 5 — 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.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

(b)

(©

Property, plant and equipment (continued)

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)(ii)). 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.

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.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

(©)

Lease (continued)

0

(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.

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.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

@

(e)

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)(ii).

Credit losses and impairment of assets

(i)  Credit losses from trade and other receivables

)

Policy applicable from 1 January 2018

The Group recognises a loss allowance
for expected credit losses (ECLs) on trade
and other receivables. Equity securities
measured at FVPL are not subject to the

ECL assessment.

Measurement of ECLs

ECLs are a probability-weighted estimate
of credit losses. Credit losses are
measured as the present value of all
expected cash shortfalls (i.e. the difference
between the cash flows due to the Group
in accordance with the contract and the
cash flows that the Group expects to

receive).
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3 BEEEBOR () 3 SIGNIFICANT ACCOUNTING POLICIES
(continued)
(e) A B0 1 K % e WA (%) (e) Credit losses and impairment of assets (continued)
() 2 H M B 5 ok & Ho Ay (i)  Credit losses from trade and other receivables
MWK T 19 A £ M 15 () (continued)
A BZZFE-/F—H— (A) Policy applicable from I January 2018
HEERHB R (&) (continued)
TEREHEEER Measurement of ECLs (continued)
(&)
MRBBEHNTESE The expected cash shortfalls are
A - TEHIIR SRR discounted using the following discount
145 AR LA N BE IR SR AL rates where the effect of discounting is
I - material:
- BWESER = trade and other receivables and
K E A W5k contract assets: effective interest
BHRaHE rate determined at initial recognition
E:YnER or an approximation thereof;
B ) B R A =
s HAUE
- EPANEXLH — variable-rate financial assets: current

BE: A0 effective interest rate;

- ARFEREK - discount rate used in the
HERNEER measurement of the lease
?? receivable;

R EEEEEE The maximum period considered when

RERNZERAEAR estimating ECLs is the maximum

AEEEHEERR contractual period over which the Group is

xRS AR - exposed to credit risk.

KRB (ZEM) BFR2AF DaChan Food (Asia) Limited
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(BEEEBH - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

3  SIGNIFICANT ACCOUNTING POLICIES

(continued)

(e) Credit losses and impairment of assets (continued)

(i)  Credit losses from trade and other receivables

(continued)

“4)

Policy applicable from I January 2018

(continued)

Measurement of ECLs (continued)

In measuring ECLs, the Group takes
into account reasonable and supportable
information that is available without undue
cost or effort. This includes information
about past events, current conditions and

forecasts of future economic conditions.

ECLs are measured on either of the
following bases:

- 12-month ECLs: these are losses that
are expected to result from possible
default events within the 12 months

after the reporting date; and

—Z— \EER Annual Report 2018



(BR=EEBI - UARKETTZS)

(Expressed in thousands of Renminbi unless otherwise stated)

3 EEAEHEOR (8) 3 SIGNIFICANT ACCOUNTING POLICIES
(continued)
(e) v BU 18 B W i WAL (4) (e) Credit losses and impairment of assets (continued)
() 2 KB 5k B KA (i)  Credit losses from trade and other receivables
MWK T 1 A £ M 15 () (continued)
A) BZZFE-/NF—H— (A) Policy applicable from I January 2018
HEERHBFR (&) (continued)
ATEEHEEEE Measurement of ECLs (continued)
(%)
— EEAFAHN - lifetime ECLs: these are losses
BHEES that are expected to result from all
B BiR%RE possible default events over the
HHBEBEE expected lives of the items to which
EEE R IE the ECL model applies.
EEEEFA
HA A PiT A T A
BAMENSE
1% i B B &
8o
FEWE 2 AR R KR HAth Loss allowances for trade and other
JIE WS R IR A S HE receivables is always measured at an
—MERUAEEFER amount equal to lifetime ECLs. ECLs on
MEHEESENT these financial assets are estimated using
FArE o EWER - a provision matrix based on the Group's
ELEREENTERS historical credit loss experience, adjusted
FERBRRREARE for factors that are specific to the debtors
B fEREK and an assessment of both the current and
K AR AR forecast general economic conditions at
P HETT RIS - WAREE the reporting date.
BEBANEERREK
8 AT TE R 2 BE
AR ST 1T
o
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(BEEEBI - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(e) Credit losses and impairment of assets (continued)

(i)  Credit losses from trade and other receivables

(continued)

“4)

Policy applicable from I January 2018

(continued)

Significant increases in credit risk

In assessing whether the credit risk of
a financial instrument has increased
significantly since initial recognition,
the Group compares the risk of default
occurring on the financial instrument
assessed at the reporting date with that
assessed at the date of initial recognition.
In making this reassessment, the Group
considers both quantitative and qualitative
information that is reasonable and
supportable, including historical experience
and forward-looking information that is
available without undue cost or effort.

—Z— \EF3R Annual Report 2018
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(Expressed in thousands of Renminbi unless otherwise stated)

3 EEAEHEOR (8) 3 SIGNIFICANT ACCOUNTING POLICIES
(continued)
(e) v PO 1 B ¥ A WA (4) (e) Credit losses and impairment of assets (continued)
(i) 2 KB 5 sk B H A (i)  Credit losses from trade and other receivables
MWK T 19 1 £ M 15 () (continued)

A) BZFE-NF—H— (A) Policy applicable from I January 2018
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(continued)

Significant increases in credit risk

(continued)

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

significantly since initial recognition:

- significant financial difficulty of the
debtor;

- it becoming probable that the
debtor will enter bankruptcy or other

financial reorganisation; and

- significant changes in the
technological, market, economic
or legal environment that have an

adverse effect on the debtor.

Depending on the nature of the
financial instruments, the assessment
of a significant increase in credit risk
is performed on a collective basis. The
financial instruments are Grouped based
on shared credit risk characteristics, such

as past due status and credit risk ratings.
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(BEEEBH - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(e) Credit losses and impairment of assets (continued)

(i)  Credit losses from trade and other receivables

(continued)

4)

Policy applicable from I January 2018

(continued)

ECLs are remeasured at each reporting
date to reflect changes in the financial
instrument’s credit risk since initial
recognition. Any change in the ECL amount
is recognised as an impairment gain or
loss in profit or loss. The Group recognises
an impairment gain or loss for all financial
instruments with a corresponding
adjustment to their carrying amount

through a loss allowance account.

Write-off policy

The gross carrying amount of trade and
other receivables is written off (either
partially or in full) to the extent that there
is no realistic prospect of recovery. This
is generally the case when the Group
determines that the debtor does not have
assets or sources of income that could
generate sufficient cash flows to repay the

amounts subject to the write- off.

Subsequent recoveries of an asset that
was previously written off are recognised
as a reversal of impairment in profit or loss

in the period in which the recovery occurs.
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(Expressed in thousands of Renminbi unless otherwise stated)

3 BEEEHBOR (8) 3 SIGNIFICANT ACCOUNTING POLICIES
(continued)
(e) v BU 18 B W i WAL (4) (e) Credit losses and impairment of assets (continued)
() 2 KB 5k B KA (i)  Credit losses from trade and other receivables
MWK T 1 A £ M 15 () (continued)
B) —ZE-/NF—H—H (B)  Policy applicable prior to 1 January 2018

Z FIE AR

REERN T ES®E SR Trade and other receivables that are

BECE A= R N stated at cost or amortised cost are

SRS BE A AR ABR A reviewed at the end of each reporting

FEWE ZERRE period to determine whether there

fth FEURRIE + LAURTE is objective evidence of impairment.

EEAREMRES Objective evidence of impairment includes

B BEZEEEE observable data that comes to the

BIE TS RAEE attention of the Group about one or more of

BT H —IH ZIEE the following loss events:

BEHEZZFHEE

- @EBABLE -~ significant financial difficulty of the
AR debtor;

- BEBAFARE - it becomes probable that the debtor
WEETH will enter bankruptcy or other
fth BF %% & 48 financial reorganisation; and
&

- B mis- - significant changes in the
KBS OERIR technological, market, economic
BHBEEKRE or legal environment that have an
HHEBAE adverse effect on the debtor.

HETFFIPE -

KRB (ZEM) BFR2AF DaChan Food (Asia) Limited



3

LEEHBOR (8)

A 0 4 B 8 A AL ()

K H M 5 55 I ok 2 H A
HESR K B9 1 B ps (A

—FE-NF—H—H
BRI ()

i BAERDRER -
AUREEESIREE
AR IEE B FT R KR
EREREZED
ERGE - AR
FEEX AR
BEMNRBERMZ
BR(AZEEER
RHE R E R A
K)o BREHKA
IR SR EER R
AR B 1 (R 2R
BEIHAR) B
AMERER ERE -
AVER BtaTL - A F
EREENERE
ENARKESRER
IREA GBI B R
FERBUEENEE
ZBEBRMmE o

= R EE R 25
RBEE IR - M
B 18 P S R R0 (A
BRELNEMHER
BE - RREBES
BBEEAREE o B
BURE R R NS B2
BEMREEBHE
HREFEELAE
BB ERRIF R N
FEB HYBUEE o

3

(BEEEBI - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(e) Credit losses and impairment of assets (continued)

(i)  Credit losses from trade and other receivables

(continued)

B)

Policy applicable prior to 1 January 2018

(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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(Expressed in thousands of Renminbi unless otherwise stated)
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3 BEEEHBOR (8) 3 SIGNIFICANT ACCOUNTING POLICIES
(continued)
(e) v PO 1 B ¥ A WA (4) (e) Credit losses and impairment of assets (continued)
(i) A H M B 5 e ok Je H (i)  Credit losses from trade and other receivables
MWK T 19 1 £ M 15 () (continued)
B) —ZE-/NF—H—H (B) Policy applicable prior to 1 January 2018
Z AR () (continued)
A BB B B A Impairment losses are written off against
JEzEEME - the corresponding assets directly,
BLIEUER B R R U except for impairment losses recognised
B(RERE SRR in respect of trade debtors and bills
K CE b fE W SRIE A 7] receivable included within trade and other

receivables, whose recovery is considered

doubtful but not remote.

In this case, the impairment losses for

EEEFERBRRRE doubtful debts are recorded using an
B o WARER B allowance account. When the Group is
EeREA s EER satisfied that recovery is remote, the
HAETTKE £ 58 amount considered irrecoverable is

25 AR R S UL
REPEEME - ™

written off against trade debtors and bills

receivable directly and any amounts held

HEERERNBEBRZE in the allowance account relating to that
B2 F A Be R debt are reversed. Subsequent recoveries
B o fMEEBUKE R of amounts previously charged to the
EREBEERAR S allowance account are reversed against

B anEERAR
Bl - ARz B A &
B KA B A& W m 5E A
BHEMHZERE B
RIS RTER -

(Z2M) APBR2A 7 DaChan Food (Asia) Limited

the allowance account. Other changes in
the allowance account and subsequent
recoveries of amounts previously written
off directly are recognised in income

statement.



(BEEEBH - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

3 BEEFHBOR (8) 3 SIGNIFICANT ACCOUNTING POLICIES
(continued)
(e) i SN B B % s WAL () (e) Credit losses and impairment of assets (continued)
(i) HAb B WA (i)  Impairment of other assets

AEBNEERES HELE Internal and external sources of information are
HEHERMANE RINEFE R reviewed at the end of each reporting period to
KR AEEATEER identify indications that the following assets may
BEEREDSR - kLA be impaired or an impairment loss previously
BARANREEBEESESTE recognised no longer exists or may have
ISk ATRE B AR D decreased:

- UE BERRE:

property, plant and equipment;

—  BNEENIE - lease prepayments;

- EMEE: - biological assets;

- RFRENEE & - investments in subsidiaries; and

— REEAREEER - interest in associates and joint ventures.
AR ©

UIEEEM Fi g - 8 If any such indication exists, the asset’s

BEMAIKLELEE TS recoverable amount is estimated.

it o
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(Expressed in thousands of Renminbi unless otherwise stated)

3 EEAEHEOR (8) 3 SIGNIFICANT ACCOUNTING POLICIES
(continued)
(e) v BU 18 B W i WAL (4) (e) Credit losses and impairment of assets (continued)
(i) HAb A WA (4 (ii)  Impairment of other assets
—  FrER e+ % - Calculation of recoverable amount

BEMTIRE S EER The recoverable amount of an asset is
B A BER e the greater of its fair value less costs of
A A SR disposal and value in use. In assessing
S o IR R 40 value in use, the estimated future cash
B I B T flows are discounted to their present value
3 3 JERAY TR R

. using a pre-tax discount rate that reflects
RKBEMEBRRKR
%M#*::iﬁ%mﬁi current market assessments of the time
Fﬁ;fﬁuﬁr‘h ;;ﬁ ‘\ JjL value of money and the risks specific to the
s 18 B & E 5 T A

o o asset. Where an asset does not generate
B BB A A SRAETTIT

) cash inflows largely independent of those
WS - MREIEE

from other assets, the recoverable amount

3 1 Gtt
EKEEEEEU Eii}'L)\% is determined for the smallest Group
ABILNEMEE .
i of assets that generates cash inflows
B AT 4 () < BE 8 5 DA . . . .
independently (i.e. a cash-generating unit).
BYELRSRAN

RNEEMAAME
E(: REELE

i) °
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(BEEEBI - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(e) Credit losses and impairment of assets (continued)

(i) Impairment of other assets

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).
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(Expressed in thousands of Renminbi unless otherwise stated)
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3

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(e)

Credit losses and impairment of assets (continued)

(i)

(iii)

Impairment of other assets

= 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.

Interim financial reporting and impairment

Under the Listing Rules, the Group is required to
prepare an interim financial report in compliance
with |AS 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).
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(BEEEBH - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(f) Biological assets

Biological assets include broilers, broiler breeder
eggs, breeder poultry, and are stated at cost less
any accumulated impairment losses and where
appropriate, less any accumulated depreciation, which
the costs are not materially different from the fair value

due to short production cycle.

The cost of biological assets comprises its purchase
price and any costs attributable in raising the biological

assets.

For biological assets stated at cost less accumulated
depreciation and any accumulated impairment losses,
the depreciation is calculated on the straight-line
method to write off the cost of these biological assets
over their estimated productive period of 9 months.
The expected productive period of these biological
assets is reviewed regularly, and adjusted when
appropriate. The carrying values of these biological
assets are reviewed for impairment when events or
changes in the circumstances indicate that the carrying

values may not be fully recoverable.
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(Expressed in thousands of Renminbi unless otherwise stated)

3 EEAEHEOR (8) 3 SIGNIFICANT ACCOUNTING POLICIES
(continued)
e R (g) Inventories

TFE AR B A] B IR FE & Inventories are stated at the lower of cost and net
ZEIRE A o realisable value.
A ANBE F AL E - B Cost is calculated using the weighted average cost
FERBRERA « HIRpA K& formula and comprises all costs of purchase, costs of
FEEF R RERIRM 2 HAib conversion and other costs incurred in bringing the
B o inventories to their present location and condition.
AERFEEBREERT 2 b5t Net realisable value is the estimated selling price in the
EER T T EE 2B A R ordinary course of business less the estimated costs
EMBRRA - of completion and the estimated costs necessary to

make the sale.

KEEm (ZM) BFR2A T DaChan Food (Asia) Limited
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(BEEEBI - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(€]

(h)

Inventories (continued)

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.

Contract assets and contract liabilities

A contract asset is recognised when the Group
recognises revenue (see note 3(r)) before being
unconditionally entitled to the consideration under
the payment terms set out in the contract. Contract
assets are assessed for expected credit losses (ECL)
in accordance with the policy set out in note 3(e)(i)
and are reclassified to receivables when the right to
the consideration has become unconditional (see note
3(i)).

A contract liability is recognised when the customer
pays non-refundable consideration before the Group
recognises the related revenue (see note 3(r)). A
contract liability would also be recognised if the Group
has an unconditional right to receive non-refundable
consideration before the Group recognises the related
revenue. In such cases, a corresponding receivable

would also be recognised (see note 3(i)).
When the contract includes a significant financing

component, the contract balance includes interest
accrued under the effective interest method.
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(Expressed in thousands of Renminbi unless otherwise stated)

3 BEEFHEOR (8) 3 SIGNIFICANT ACCOUNTING POLICIES
(continued)
(h) EREERSH AN ) (h) Contract assets and contract liabilities (continued)
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Policy prior to 1 January 2018

In the comparative period, contract balances were
recorded for construction contracts at the net
amount of costs incurred plus recognised profit less
recognised losses and progress billings. These net
balances were presented as the “gross amount due
from customers for contract work” (as an asset) or
the “gross amount due to customers for contract
work” (as a liability), as applicable, under “trade and
other receivables” or “trade and other payables”
respectively on a contract-by-contract basis. Progress
billings not yet paid by the customer were included
under “trade debtors and bills receivable”. Amounts
received before the related work was performed
were presented as “advances received"” under “trade
and other payables”. These balances have been

reclassified on 1 January 2018 (see note 2(e)(ii)).

Trade and other receivables

A receivable is recognised when the Group has an
unconditional right to receive consideration. A right
to receive consideration is unconditional if only the
passage of time is required before payment of that
consideration is due. If revenue has been recognised
before the Group has an unconditional right to receive
consideration, the amount is presented as a contract
asset (see note 3(h)).
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(Expressed in thousands of Renminbi unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES
(continued)

@

@

()

Trade and other receivables (continued)

Receivables are stated at amortised cost using the
effective interest method less allowance for credit

losses (see note 3(e)li)).

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
liguid 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. Cash and cash equivalents are assessed
for expected credit losses (ECL) in accordance with the

policy set out in note 3(e)(i).

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.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

U]

(m)

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.

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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(Expressed in thousands of Renminbi unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(m) Financial instruments (continued)

U}

(i)

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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3 BEGFHEOR (8) 3 SIGNIFICANT ACCOUNTING POLICIES
(continued)
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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.
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(Expressed in thousands of Renminbi unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES

(continued)
(o) Employee benefits
(i)  Short term employee benefits and contributions to

(ii)

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.

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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KEEm (ZM) BFR2A T DaChan Food (Asia) Limited

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(0)

Employee benefits (continued)

(i)

(iii)

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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(Expressed in thousands of Renminbi unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(9]

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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3 BEGFHEOR (8) 3 SIGNIFICANT ACCOUNTING POLICIES
(continued)
(p) Pifasi (&) (p) Income tax (continued)

BE T HISMERS - HATRER R
RKERBENHEERBEESA
A B B IR FE 7 I8 B 8 MR TR
REEDEWER - BT HER
P AT HRL B R 2 B P EE AR ST TR
HEENRRERTENBREA
BOREFRRTE R EEEMNE
ERMEE Bl FERMSBEER
—HEEELF - ERHERA
B YEHIEARE R EEER
TE A O # [ — B R SR T R IR
BEMEEHBEBERAMEZHX
[ A A A4S 48 1) B ] R B[] » FE R
ERNERAVEREZERES

FrHER R AT BB 1R TR IR
BERELNETCHREEER © I
SRAR—ER - BZEEZRE
HRE—HEHEANRE - ERRE
RBARM  WRMAERERNERS
BRELNE-HMED 8
WERE -

BRELEMEHREERRBZRE
BRBISMER - RV HEREER
BEMAEES T HERBRF
(ETBEBAED) 2 BRE
ZRLRENRBCEREEZE -
KM RERBER » RIAKE L
HeeiEdEmEE L ERARK
BETEER RARREE - 15
AIRER - RIRRIEERIEERR
EERBRED -

(Z270) PR 7 DaChan Food (Asia) Limited

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.

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.
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(Expressed in thousands of Renminbi unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(9]

Income tax (continued)

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 BEAEHBOR (8) 3 SIGNIFICANT ACCOUNTING POLICIES
(continued)
(p) P (&) (p) Income tax (continued)
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(Expressed in thousands of Renminbi unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES
(continued)

()]

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:

®)

Sale of goods

Revenue is recognised when control over a
product or service is transferred to the customer,
or the lessee has the right to use the asset, at the
amount of promised consideration to which the
Group is expected to be entitled, excluding those
amounts collected on behalf of third parties.
Revenue excludes value added tax or other
sales taxes and is after deduction of any trade
discounts.

In the comparative periods, 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.
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(Expressed in thousands of Renminbi unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES
(continued)

()

Revenue recognition (continued)

(i)

(iit)

(iv)

Interest income

Interest income is recognised as it accrues using

the effective interest method.

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)

()

O]

Revenue recognition (continued)

")

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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(Expressed in thousands of Renminbi unless otherwise stated)

3 SIGNIFICANT ACCOUNTING POLICIES
(continued)

(s) Foreign currencies

0

(ii)

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)

O]

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
in other

recognised as “translation reserve”

comprehensive income.
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(Expressed in thousands of Renminbi unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES
(continued)

)

(u)

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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3 EEAEHEOR (8) 3 SIGNIFICANT ACCOUNTING POLICIES
(continued)
v) BEAL (v) Related parties
(i) fHERAZ(EHZBALZ (il A person, or a close member of that person’s
M) FE U TEE - 8 family, is related to the Group if that person:
RAERREBFRELA
+:

—  AEHR ARSI =

ESEI

- EAHARETREA -
yen @

- AEEIFKEER -

has control or joint control over the Group;

has significant influence over the Group; or

is a member of the key management

AIZEBEEREX personnel of the Group or the Group's
8o parent.
(i MEBFE T TEME (i) An entity is related to the Group if any of the
B REAREE B following conditions applies:

o

- —HERARE—ME -
BB ATRA
AF(HEBRE R
B ARRA S
AR BRE—HE
AT EE Y B A
=)

KREEEmR (Z2M) AR T DaChan Food (Asia) Limited

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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(Expressed in thousands of Renminbi unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(\))

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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3 BEGFHEOR (8) 3 SIGNIFICANT ACCOUNTING POLICIES
(continued)
w) BREN (w) Earnings per share
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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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(Expressed in thousands of Renminbi unless otherwise stated)

BEBA 4. TURNOVER
AEENETEZEXKOREEREES The principal activities of the Group include manufacturing
BRE - RBRAEAR ARINIER and trading of livestock feeds, poultry and chilled meats
me BEAARNEEFEXBKETHNEM and processed food. Further details regarding the Group's
EEBRBER A BHRERWE12 - principal activities are disclosed in note 12 to these financial
statements.

REEXERIBZEPEANE Disaggregation of revenue from contracts with customers
™ by major product lines is as follows:

—E-N\E —ZE—tF

2018 2017

HES &R Sales of livestock feeds 4,249,355 4,498,662
HEBH Sales of chicken meats 1,134,149 2,382,142
HENTIRM Sales of processed food 1,808,407 1,626,673

AEENEFPERZ T ERATE
FRREARFBAAEBELERA10%
MEPF AEEEFPEANEERAR
P2 FHBHNHIE30() ©

7,191,911 8,507,477

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

REE

HibRBKARKXMBFK 5. OTHER OPERATING INCOME AND

i, ) OTHER NET GAIN/(LOSS)
—E-N\F —T—+F
2018 2017
Hib &g A Other operating income
FEUA Interest income 6,866 4,018
RT3 D Government grants 4,288 4,018
e U A Rental income 6,900 5,106
18,054 13,142
HipFhs~ (518) Other net gain/(loss)
SNEN S (BF1R) FME() Net foreign exchange gain/(loss) (i) 1,553 (37,614)
HEBTEEZBEFE Net loss on disposal of fixed assets (1,693) (7,090)
BRI S B ERE Reversal for provision of onerous
(H1:£23) contract (note 23) 2,620 3,057
EmiTHEE K 2 B # R WS Realised gain on commodity
derivative contracts 5,001 3,506
EEOEEEE Impairment reversal of fixed
WA (HiE13) assets (note13) 2,997 7,291
HERE AR RMEB AT Gain on disposal of associates and
& subsidiaries 9,516 9,200
Hth Others (214) 7,055
19,780 (14,595)

& (ZEM) BPFR7A F DaChan Food (Asia) Limited
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(Expressed in thousands of Renminbi unless otherwise stated)

5. OTHER OPERATING INCOME AND
OTHER NET GAIN/(LOSS) (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 RMB736,421,000 as
at 31 December 2018. Related exchange difference
of RMB54,928,000 (2017: RMB17,786,000) was
recorded as “translation reserve” in the Group's
consolidated statement of financial position, in
accordance with the accounting policy in note (3(s)).
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6  BRBLNG A 6. PROFIT BEFORE TAXATION
FRA50 Al s ) T A8 0 BR LA 25 TH 32 28 Profit before taxation is arrived at after charging:
—E-N\F —T—+F
2018 2017
(a) BAFERER (a) Finance costs
AR AFNEBHER Interest on bank borrowings wholly
RERITIEERE repayable within five years 35,407 42,183
(b) BIMAK (b) Staff costs
e I1E By Salaries, wages, bonuses and
I H A48 A other benefits 660,217 646,408
RIRBERFHEIHR R Contributions to retirement schemes 79,202 82,454
LA a5 E AR (D Equity-settled share-based payment
S (AiE25) expenses (note 25) - 430
739,419 729,292
AEBMELEAREARELMF ([ The Group is required to participate in pension schemes
Bl ) BEEMBUTEHHRIKEETE organised by the respective municipal governments of
BAREERBBEEEANEEEBT the People’s Republic of China (the “PRC") whereby the
WEFMBETREETEREE  £18% Group is required to pay annual contributions for PRC based
E220%(ZZE—+EF 1 18% £20%)H) employees at rates ranging from 18 to 20 percent (2017:
LIS F R R R S B3R o Br bl 4 18 to 20 percent) of the standard wages determined by the
AN - RE B g B E B IRIKTE relevant authorities in the PRC during the year. The Group
FIFEREMBEBRELT - has no other material obligation for payment of retirement

benefits to the PRC based employees beyond the annual
contributions described above.

KEEm (ZM) BFR2A T DaChan Food (Asia) Limited
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(Expressed in thousands of Renminbi unless otherwise stated)

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 from 5 to 12 percent (2017: 6 percent)
of the employees’ relevant income and its employees
are required to make contributions to the scheme from
5 to 12 percent (2017: 5 percent) of the employees’
relevant income, subject to a cap of monthly relevant
income of Hong Kong Dollar (“HKD") 30,000 (2017:
HKD30,000). Contributions to the scheme vest

immediately.

Contribution made to Malaysia's Employees Provident
Fund is based on 13 percent (2017: 13 percent) of
the eligible employees’ salaries when the salaries is
Malaysia Ringgit (“MYR") 5,000 or below, or based
on 12 percent (2017: 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 from
8.8 to 12.1 percent (2017: 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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(Expressed in thousands of Renminbi unless otherwise stated)

6  BRBLRG#A) (4]) 6. PROFIT BEFORE TAXATION (continued)
(c) HAL¥EH (¢) Other items
—E-N\F —ET—+F
2018 2017
ZEE S Auditors’ remuneration
— Z# RS — audit services 4,877 4,557
— BT AR % — tax services 100 128
4,977 4,685
T T E I 8 Amortisation of lease prepayments
(B 13) (note 13) 5,586 5,243
M - WE Rk Depreciation of property, plant and
BABITE (M1 13) equipment (note 13) 148,103 138,489
B ERSE (A7) Amortisation of biological assets (note 17) 8,460 =
ERERERE 5 RFBEEE Impairment loss of trade receivables
(W71 30(a)) recognised (note 30(a)) 20,221 3,245
FEMRER FE Net recognise of write-down of
(Kt 16(b)) inventory (note 16(b)) 6,785 9,510
KEHEER Operating lease charges
— R M zR - plant and machinery 17,913 24,286
—HAth - others 15,226 8,142
fEER A Research and development costs 1,012 3,573
FERA* (fi:t 16(b)) Cost of inventories * (note 16(b)) 6,044,740 7,321,954
* FEKRABIEEBETRA « TENLE * Cost of inventories includes RMB546,445,000 (2017:

AT AR 546,445,000 (=T —+
F: AR¥530,254,0007T) - BHESE
JRat AR £ SCEk i 6(b) BB B A%
ERERAIMESELSER -

RMB530,254,000) 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.

KEEm (ZM) BFR2A T DaChan Food (Asia) Limited
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(BEEEBI - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

7. INCOME TAX IN THE CONSOLIDATED
INCOME STATEMENT

(a) Taxation in the consolidated income statement

represents:
—E-NF —T—+F
2018 2017
EHIRE Current tax
FREHE Provision for the year 22,053 19,382
BEHFRETR Under-provision in respect of
prior years 2,172 632
24,225 20,014
IEIER IR Deferred tax
ERMEENES Origination and reversal of temporary
KB E (B 26) differences (note 26) 423 1,431
24,648 21,445

() REREHEREBRX
EE((RBRLESE] W
RANL RO - NEBEHA
RASES M HREE X
SHEMEAMRER

(i) Pursuant to the rules and regulations of the
Cayman Islands and British Virgin Islands
(“BVI"), the Group is not subject to any income

tax in the Cayman Islands and BVI.
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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)

(i)

On 21 March 2018, the Hong Kong Legislative
Council passed the Inland Revenue
(Amendment) (No. 7) Bill 2017 (the “Bill”). The
Bill introduces the two-tiered profits tax rates
regime. The Bill was signed into law on 28 March
2018 and was gazetted on the following day. The
two-tiered profits tax rates regime applicable to
the years of assessment commencing on or after
1 April 2018. According to the two-tiered profits
tax rates regime, the first HK$2 million of profits
of qualifying corporations will be taxed at 8.25%,
and profits above HK$2 million will be taxed at
16.5%. During the relevant period for the 12
months ended 31 December 2018, the Hong
Kong profits tax of qualifying corporations of the
Group was taxed according to the two-tiered
profits tax rates regime. The profits of other
members of the Group not qualifying for the two-
tiered profits tax rates regime will continue to be
taxed at a flat rate of 16.5% (for the 12 months
ended 31 December 2017: 16.5%).
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(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)

(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 (2017:
25 percent), except for Tianjin DaChan Prospect
Research and Development Co., Ltd. (“TDPR"),
which is subject to a preferential tax rate of 15
percent (2017: 15 percent), as it has obtained
the new high-tech enterprise qualification from
2017.

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 2018(2017: 24

percent).
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7 EEHEERAZHEE (8) 7.
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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)

(v)

(vi)

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 (2017: 15 percent). The above
tax reduction is not applicable to other income
which is taxed at a rate of 20 percent (2017: 20

percent).

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 2018 (2017: 10 percent). The above
tax reduction is not applicable to other income
which is taxed at a rate of 20 percent (2017: 20

percent).
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(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)

(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 2018 (2017: 20 percent).
The above tax reduction is not applicable to other
income which is taxed at a rate of 20 percent
(2017: 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 2018 (2017: 20 percent).

—Z— \EF3R Annual Report 2018
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7 HEAHERBAZIHGEE(HE) 7. INCOME TAX IN THE CONSOLIDATED
INCOME STATEMENT (continued)

(b) HHEHBETFWBIH XS (b) Reconciliation between tax expense and accounting
wHE M E profit at applicable tax rates:
—E-N\F —ET—tF
2018 2017
FR 8R4 A Profit before taxation 86,543 113,314
R BTSN E 25% Income tax calculated at PRC's
(ZF—+F :25%)* Corporate Income Tax rate of
SERFEN 25% (2017: 25%) * 21,636 28,329
MR R L L Effect of different tax rates of
i =YNCIlEOR N subsidiaries operating in
BENTE different tax jurisdictions (7,393) (3,193)
PRI H BB 2 Tax effect of non-deductible
expenses 2,262 2,927
BERRMA RIS E Tax effect of non-taxable income (7,365) (14,352)
REERIEEBES R Tax effect of the movement of
TR ERONETE tax losses and temporary
difference not recognised 13,336 8,211
RSB IR R A 4 Effect on deferred tax balances
)2 resulting from a change in tax rate - (1,109)
BEFERETR Under-provision in respect of
prior years 2,172 632
BEREBIERY Actual tax expense 24,648 21,445
@ 25% (=F—tF :25%) Fi % & The income tax rate of 25 percent (2017: 25 percent)
R IEAREEEZEEMER represents the domestic tax rate in the jurisdiction where the
BN MBI - operations of the Group are substantially based.

KRB (ZEM) BFR2AF DaChan Food (Asia) Limited



(BEEEBI - UARKETTES)
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e 8 DIRECTORS’ EMOLUMENTS

RIR BB A AR B2 383(1) & R A Al Directors’ emoluments disclosed pursuant to section 383(1)
(BBEEEMEER) R HIEE 2 28 E FT of the Hong Kong Companies Ordinance and Part 2 of the
WE2ESMSWT : Companies (Disclosure of Information about Benefits of

Directors) Regulation are as follows:

“Z-N\F
2018
e 28
RENEF BRI
Salaries, SIS
EZHE  allowances HEf4  Retirement
Directors’ and benefits Discretionary scheme @zt
fees in kind bonuses contribution Total
I Chairman
BRE Han Jia-Hwan - 2,183 192 27 2,402
HTES Executive directors
BRH Han Chia-Yin - - - - _
BUFHTES Independent
Non-executive directors
57} Chen Chih 170 - - - 170
xE Way Yung-Do 170 - - - 170
ke Wei Anning 170 - - - 170
FHITES Non-executive directors
BRR Harn Jia-Chen 128 - - - 128
BRT Han Chia-Yau 128 - - - 128
BXE Chao Tien-Shin 128 - - - 128
894 2,183 192 27 3,296

—Z— \EF3R Annual Report 2018
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(Expressed in thousands of Renminbi unless otherwise stated)

8 YR (4) 8 DIRECTORS’ EMOLUMENTS (continued)
“E—tF
2017
¥¢ 28
REMER BRI
Salaries, AT
EZH%  allowances MISEL  Retirement
Directors’  and benefits  Discretionary scheme @5t
fees inkind bonuses  contribution Total
IE Chairman
BRE Han Jia-Hwan - 1,659 148 27 1,834
HOTES Executive directors
BRE Han Chia-Yin = = = = -
BUFHTES Independent
Non-executive directors
Ba Chen Chih 173 - - - 173
kg Way Yung-Do 173 = = = 173
e Wei Anning 173 - - - 173
FHTES Non-executive directors
BFR Harn Jia-Chen 130 = = = 130
BRF Han Chia-Yau 130 - - - 130
HAE Chao Tien-Shin 130 - - - 130
909 1,659 148 27 2,743

KEEm (ZM) BFR2A T DaChan Food (Asia) Limited
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(Expressed in thousands of Renminbi unless otherwise stated)

3¢ 9 357 A 9 INDIVIDUALS WITH HIGHEST
EMOLUMENTS
FfusmmEHMALH  —f(Z2—+ Of the five individuals with the highest emoluments, one
F:—)REF ENEE2 KNS (2017: one) is director whose emoluments are disclosed in
ERHE - AEBESEG(ZZT—+ note 8. The aggregate of the emoluments in respect of the
F A &S FHMA LT ZEH ST other four (2017: four) individuals are as follows:
-
—E-N\E —E—tF
2018 2017
S N H fh Z B Salaries and other emoluments 4,754 5,252
BIBIEAL Discretionary bonuses 1,211 1,005
RIRET B Retirement scheme contributions 100 74
6,065 6,331
i (- T —+4F : Ui 5= A The emoluments of the four (2017: four) individuals with the
THEESNF 57 - highest emoluments are within the following bands:
—E-N\E —T—+F
2018 2017
AE AEL
Number of Number of
individuals individuals
1,000,0018 T2 1,500,000/ 7T HKD1,000,001 to HKD 1,500,000 1 1
1,500,001%8 7C 22,000,000/ 7T HKD1,500,001 to HKD2,000,000 2 2
2,000,001 7T 22,500,000/ 7T HKD2,000,001 to HKD2,500,000 1 -
2,500,001% 723,000,000/ 7T HKD2,500,001 to HKD3,000,000 - 1
FR - AEBEBMERNZFEATINR No emoluments have been paid to these individuals as
IH - ARSI EMAREFESERMA an inducement to join or upon joining the Group or as
REEMEE  SERANEBUZH compensation for loss of office during the year.

fg -

—Z— \EF3R Annual Report 2018
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10 o4 2 i e 42 10 OTHER COMPREHENSIVE INCOME
—E-N\F —BtF
2018 2017
BBAI 2% WEEE KHESE RiNeE hBYE RKEkeH
Before-tax Tax Net-of-tax  Before-tax Tax  Net-of-tax
amount effect amount amount effect amount
BENTREMERZ%:  Exchange differences
on translation of:
—BINNBAREEE ~financial statements of
overseas subsidiaries 13,408 - 13,408 (22,948) - (22,948)
—DEARTENBAT ~ inter-Group loans
REFENEENAR classified as net
BER (W 50) investment in PRC
subsidiaries (note 5())  (37,141) - (37,141) 38,790 - 38,790
Htn2Als Other comprehensive
income (23,733) - (23,733) 15,842 - 15,842

KREEEmR (Z2M) AR T DaChan Food (Asia) Limited
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(Expressed in thousands of Renminbi unless otherwise stated)

11 EARNINGS PER SHARE

(a) Basic earnings per share

The calculation of basic earnings per share for the
year ended 31 December 2018 is based on the profit
attributable to ordinary equity shareholders of the
Company of RMB13,135,000 (2017: RMB29,120,000)
and the weighted average of 1,015,489,500 ordinary
shares (2017: 1,014,581,504) in issue during the year,
calculated as follows:

Weighted average number of ordinary shares

“B-N\F  —Tt&
2018 2017

R—A—BEHTHERR
BITRERENTE
REBRONEE
RTZA=+—HHNEERK
IR

Issued ordinary shares at 1 January 1,015,489,500 1,013,431,000
Effect of shares options exercised - -

Effect of shares vested - 1,150,504
Weighted average number of
ordinary shares at 31 December 1,015,489,500 1,014,581,504

—Z— \EF3R Annual Report 2018
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(Expressed in thousands of Renminbi unless otherwise stated)

11 BB (&) 11 EARNINGS PER SHARE (continued)
(b) B HE A (b) Diluted earnings per share
BRESERFDIBRBEARR AL The calculation of diluted earnings per share is
BREZBREEGEFARE based on the profit attributable to ordinary equity
13,135,000 L (=& —tF : A shareholders of the Company of RMB13,135,000
R#29,120,0007T) & & i@ A% 0 (2017: RMB29,120,000) and the weighted average of
REF9%01,015,489,500 R (=F 1,015,489,500 ordinary shares (2017: 1,015,489,500),
—t%F :1,015,489,500 f%) 5+ & calculated as follows:
LUNE
T AR N T B (HE) Weighted average number of ordinary shares (diluted)
—E-N\E§ —E—+F
2018 2017
R+ZA=+—BRHEER Weighted average number of
MEFI & ordinary shares at 31 December 1,015,489,500 1,014,581,504
BRI B B2 Effect of restricted share award scheme - 907,996
R+—A=+—HHTER Weighted average number of ordinary
METHE (858) shares (diluted) at 31 December 1,015,489,500 1,015,489,500

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

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: The chicken meat segment carries on
business of broiler farming, hatching of
broiler breeder eggs, contract farming,
processing and marketing of chilled and
frozen chicken meat marketed under
the brand of “DaChan” and “Sisters’
Kitchen".

Livestock feeds:  The livestock feeds segment manufactures
and distributes complete feed, base mix and
pre-mix for swine, layer, broiler, duck, and
breeder poultry under the brands of “Dr.
Nupak”, “DaChan” and “SOS".

Processed food:  The processed food segment produces
and distributes pickled, pre-fried, and

instant food.

—Z— \EHFH Annual Report 2018
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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.
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12  SEGMENT REPORTING (continued)

(a) 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 2018
and 2017 is set out below:

BAR LR HIRR aif
Chicken meat Livestock feeds Processed food Total
E-NF RtE ZENE RtE R\ R ZEE CT4E
2018 017 2018 017 2018 017 218 017
RENHEPHERMA Tumover fromextemal customers 1,134,149 2382142 4249355 4498660 1808407 1626673 7191911 8507477
ABEEERA Inter-segment tumover 429,186 414415 620,234 652,111 - - 1049420 1,066,526
i Total 1563335 2796557 4869589 5150773 1808407 1626673 8241331 9574003
A%k Segment result 130,056 8214 39,841 415,416 310,403 318312 760,300 815942
FROREENARES Unallocated operating
income and expenses - - - - - - (652283)  (69132)
A Profit from aperations - - - - - - 108,017 156,810
HEREY Finance costs - - - - - - (35,407) 42,183
ElESARARAA Share of gainsllosses) of
Wi/ (B equity-accounted investees - - - - - - 13933 (1313)
HiEh Income tax - - - - - - 24,648) (21,445)
EREf Proft for the year - - - - - - 61,895 91,869
ERTEREN Depreciation and amortisation
for the year 58,125 60,731 49511 49,621 46,053 33,380 153,689 143,732
HEAEE Reportable segment assets 1064034 1209340 1291498 1339740 828179 60200 3871 317207
EMFEEEINTEE  Additions to noncument segment
assets during the year 48178 119,960 19218 102,447 57,341 115,811 184,743 338218
HE0T8E Reportable segment liabilities 398,439 257,692 532,351 878176 343,200 23006 1274000 1308874

—Z— \EHFH Annual Report 2018
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12  SEGMENT REPORTING (continued)

loss, assets and liabilities

(b) Reconciliations of reportable segment turnover, profit or

B £ A B
—E-N\F T+
2018 2017
FSON Turnover
WESTLELA Reportable segment turnover 8,241,331 9,574,003
DB R U A Elimination of inter-segment turnover (1,049,420) (1,066,526)
RIEEWA (Hit4) Consolidated turnover (note 4) 7,191,911 8,507,477
iyl Profit
wEDDRA Reportable segment profit 760,300 815,942
EWEEN T BEZEH Change in fair value of biological assets
HERA less costs to sell - 2,028
MIERRERANERE Fair value of agricultural produce on initial recognition - 9,556
REERHERER Reversal of fair value of agricultural produce due
M&RKM AN EBE to sales and disposals - (8,498)
W‘“MJ&)\ Other operating income 18,054 13,142
High/ (FE) Other net gain/(loss) 19,780 (14,595)
b %ﬁﬁ$ Distribution costs (382,405) (399,313)
THEY Administrative expenses (307,712) (261,452)
MY Finance costs (35,407) (42,183)
FEEER ARBRA B Share of gains/(losses) of equity-accounted
/ (E#) investees 13,933 (1,313)
AR ANRF Consolidated profit before taxation 86,543 113,314
BE Assets
BEHHEE Reportable segment assets 3,183,711 3,172,072
EETIEEE Deferred tax assets 27,872 28,134
ReRHALEED Cash and cash equivalents 408,721 526,568
AOBBHRRAREE Unallocated head office and corporate assets 282,734 272,023
REEERA Consolidated total assets 3,903,038 3,998,797
&f& Liabilities
BEDHAR Reportable segment liabilities 1,274,010 1,358,874
FERFTEH Income tax payable 4,526 2,209
ERERIERE Deferred tax liabilities 497 336
FTEEE Interest-bearing borrowings 706,672 745,751
APBEHRAFEE Unallocated head office and corporate liabilities 89,484 31,061
nEeafREeE Consolidated total liabilities 2,075,189 2,138,231

g57H) ABR2A A DaChan Food (Asia) Limited
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(Expressed in thousands of Renminbi unless otherwise stated)

12  SEGMENT REPORTING (continued)

(©)

REMBEFHEE WA

external customers

Geographical information

The following table sets out information about the
geographical location of (i) the Group's turnover
from external customers and (i) 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.

ERIERBEE
Turnover from Specified

non-current assets

—E-N\F —E—+F —E-N\F ZE—tF

2018 2017 2018 2017

H The PRC 3,980,333 5,297,101 1,306,404 1,321,920
jiafea) Vietnam 2,671,261 2,697,100 323,036 271,068
AR Japan 490,868 469,730 - -
Hfth T2 A= Rest of Asia Pacific 49,449 43,546 9,833 8,745
7,191,911 8,507,477 1,639,273 1,601,733

—Z— \EHFH Annual Report 2018
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13 B 13 FIXED ASSETS
i 28
Rk Eft
HEIE HERHE  Fumiture, g HEE
Construction B%  Plantand fittings and Motor Nt Lease et
inprogress  Buildings  machinery  equipment  vehicles  Sub-otal  prepayments Total

K Cost:
NE-N\E-A-A At 1 January 2018 66,014 190751 2,229,357 163,147 43503 28921 817191 2930569
e Addtions 95,663 1,637 74404 1,642 2263 181,609 3134 184,743
EJ\ Transfers (112,642) 39493 nm 60 298 - - -
it Disposals - (2,675) (72567) (8,640) (2,958) (86,840) (1,918) (88,758)
EXZE Exchange differences 1168 4576 5,920 369 766 12799 1925 14724
A=B-N\E+A=1-H At 31 December 2018 | ?0_,293_ o _2?3_,7_82_ - _213(_)9_,995_ o _1(_i2_,5_78_ o 4}3_,8_72_ o _21890_,3_4(! o _2«}0_,9:%8_ - _3,_0@1_,2_78_ N
ZifE BERAE: Accumulated depreciation,

amortisation and

impairment:
RZ5-NE-A-A At 1 January 2018 - 90156 1128522 113,350 19346 1351374 46320 1,397,694
Eri Charge for the year - 10121 123,295 10,680 4,007 148,103 5,586 153,689
BEEE (BE) /¥ Impaiment loss

[reversal)frecognised - - (4529) 1538 (6) (2,997) - (2,997)
it Disposals - (2,008) (46,256) (6,499) (1,388) (56,151) (1,668) (57.819)
EXZE Exchange differences - 1362 3,204 315 408 5329 232 5,561
i1 e o el A3 December 208 - ?9_,6_31_ . _112(_)4_,2_7§ o _1!9_,3?4_ o ?2_,3_67_ . _114:15_,6_!')!} o ?0_,4_70_ . _1,_4!_!6_,1_28_ N
Euf: Carrying values:
i1 e o el At 31 December 2018 50,203 134151 1,105,629 43194 21505 1,354,682 190468 1,545,150

KREEEmR (M) AR T DaChan Food (Asia) Limited
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il s B e (4) 13 FIXED ASSETS (continued)
[l %E
Rt #&f
FEIR HERES  Fumiure, 18 iR

Construction BF  Plntend fitingsand Motor 5 Lease &

nprogiess  Bulings  machinery  equipment vehicles ~ Sub-total ~ prepayments Total
A Cost:
RF-t5-5-A At 1 January 2017 33061 183332 2011454 164,154 36T 2430652 20729 261,381
A& Addtions 216931 h,365 87434 5439 11,530 326,699 11519 338218
g\ Transfers (181910) 8430 172671 I 68 - - -
e Disposals = (79) (33,760) (6,772) (5,590) (46,197) (1,750) (47,947)
EXZE Exchange differences (2,08) 6:301) (8.442) (415) (1,166) (18382) 2.701) (21,083)
R-E-tF+A=1-H At 31 December 2017 . E_SG_,O_M_ L _1?0_,7_51_ . 2229357 163,147 23503 2692772 81797 2930569
ZifE  BERAE: Accumulated depreciation,

amortisation and
impairment:

RZE-tE-A-A At 1 January 2017 = 83910 1,044,251 107924 18976 1,265,121 435 1296476
Emi Charge for the year - 8,305 114,170 11308 4706 138489 5,43 143732
HEEERE Imoairment loss reversal - - (6,825) (466) - (7.291) - (7.291)
it Disposals - (10) (18,149) (5129) (3,830) (27.119) - (27.18)
EiEE Exchange differences - 2109 (4925) (287) (506) 7827) (278) (8,105)
A-E-tEt-f=1-A At 31 December 2017 - 9016 112852 113,350 19346 1301374 46320 139769
FEE: Catying values:
A-E-tEt-f=1-A At 31 December 2017 66,014 1005% 1,100,835 49797 U157 1341398 191477 1532875

—Z— \EHFH Annual Report 2018
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13

FIXED ASSETS (continued)

As at 31 December 2018 and 2017, no buildings and lease
prepayments are pledged to banks for banking facilities
granted to the Group.

The carrying amounts of the Group's lease prepayments are

situated in the following locations:

—E-N\F —T—+F
2018 2017
AR The PRC 133,493 138,173
fifea) Vietnam 55,584 51,914
SR Malaysia 1,391 1,390
190,468 191,477

WA A 1 Impairment loss

HRE TEBELRBERFANES
BIEFE EEERARREEEMRE
Y% - BB MR 7 & LR A
FERR-_ZF-NF+_A=+—H#
TRHEAEERZABBEYE - BFE
PE IR dE A

ReELBUNTKRESEIRIER
ARSELABUREERIRSIRN
REFBHRE120%HT - RZF
—NF+-_A=+—H ZFHEE
EBEUARESBEGTEERERE
B EBRINRIE

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 2018.

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 2018.
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14 INVESTMENTS IN SUBSIDIARIES

The following list contains only the particulars of subsidiaries

which principally affected the results, assets or liabilities of

Frs & in /8 EAR the Group. The class of shares held is ordinary:
AL, BRITR
RIREEMZER BH BRARRE/
Place and date of TMER
incorporation/ Issued and fully Ptk Rt
AR LR establishment  paid up/registered Attributable TEEY
Name of company and operation capital equity interest Principal activities
=3 ik
Direct Indirect
% %
Great Wall Northeast Asia HEHE 169,387,646 7T 100 - REER
Corporation (“NAC") Cayman Islands USD169,387,646 Investment holding
—WAARETZA=H
3 December 1996
Impreza Investments Ltd. (“IIL") EBELHE 14,700,000% 7T - 100 REBK
BVI USD14,700,000 Investment holding
—AAARE+T—AEHR
7 November 1996
Great Wall Dalian Investment KBRS 24,500,000 - 59 BEIR
Co, Ltd. ("GWDL") BVI USD24,500,000 Investment holding
- ANEE-A=-1+=R
23 February 1995
R Em (RE) BRAF il 26,600,00037T - 59 AEREEHWEH
(TRERR ) (ML (1)~ (2) % (3) PRC USD26,600,000 ZHREERERR
Great Wall Food (Dalian) Co., Limited —AAAETZARHA E NIREERER
(“GWF-DL") (notes (1)~ (2) and (3)) 6 December 1995 AERREMMNT

Manufacturing and
trading of animal
feeds, hushandry and
trading of poultry and
livestock, processing
and trading of meat
and meat products and
foods processing

—Z— \EHFH Annual Report 2018
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14

T W& 2 ) Wy B (4 14 INVESTMENTS IN SUBSIDIARIES
(continued)
TR BRITR
BYREEMER B H EEERA/
Place and date of HER
incorporation/ Issued and fully FE{L AR e
AR LB establishment  paid up/registered Attributable TEXHK
Name of company and operation capital equity interest Principal activities
= ik
Direct Indirect
% %
BEAKERHEEERAA H 19,080,000% T = 100 HEEREEEMEL
([EEXK]) PRC USD19,080,000 EEREERBRR
(BiaE(1)~ (2 R(3) —WNEELATNA E NIKEERE
Liaoning Great Wall Agri-Industrial 19 July 1990 RRER
Co., Ltd. ("LGW") Manufacturing and
(notes (1), (2) and (3)) trading of animal
feeds, husbandry and
trading of poultry and
livestock, processing
and trading of meat and
meat products
Great Wall Agritech (Liaoning) EBRZHS 21,600,0003 7T - 100 RAEER
Co., Limited ("GWALN-BVI") BVI USD21,600,000 Investment holding
—WNEEAATZH
13 September 1990
AREHER (BE)BRAF B 168,440,000/ 7T = 100 RERKR
(TEEARK]) Hong Kong HKD 168,440,000 Investment holding
Great Wall Agritech (Liaoning) —ANEFEELAZTHEA
Co., Limited (“GWALN-HK") 24 July 1990
AR EBEH (ER) BR AR th 3,038,000 7T - 100 EEREES I
(DERE AR ) (BT (1)~ (2) R (3) PRC USD3,038,000 Manufacturing and
Great Wall Agritech Feed “TZ+FAA+AA trading of animal feeds
(Shenyang) Co., Ltd. ("GWASY") 16 May 2007

(notes (1), (2) and (3))

KEEmR (ZM) AR T DaChan Food (Asia) Limited
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T W& 2 v Wy B (4 14 INVESTMENTS IN SUBSIDIARIES
(continued)
TR BRITR
B REEMER B [ Ve
Place and date of HER
incorporation/ Issued and fully FEAk R
AR BB establishment  paid up/registered Attributable TEEK
Name of company and operation capital equity interest Principal activities
B ik
Direct Indirect
% %
AR EH (BET) BRAT HE 1,562,000 7T = 100 HEREESMEN
([RETABK(WiE1) - 2 K(3) PRC USD1,562,000 Manufacturing and
Great Wall Agri (Heilongjiang) “ZERERA-TAA trading of animal feeds
Co., Ltd. ("GWAHLJ") 25 May 2005
(notes (1), (2) and (3))
Dongbei Agri Corporation (“DBC") REBRTES 50,744,203% 7 - 100 RA TR
BVI USD50,744,203 Investment holding
—WNWAFT—RAZt+A
27 November 1996
AKEHR (E0)BRAF HE 14,500,000% 7T S 100 EERBEEDWHE -
(MERRK (1) - (2 %13) PRC USD14,500,000 MIREENE
Great Wall Agri (Yingkou) Co., Ltd. —NEEEA—H RAER
("GWAYK") (notes (1), (2) and (3)) 1 April 1997 Manufacturing and
trading of animal feeds,
processing and trading
of meat and meat
products
ABEH (H58) BRAR HE 14,089,379 7T - 100 4EREEDWHL
(T&EEAMK]) PRC UsD14,089,379 BEREERERRK
(i) 2)%(3) —NHERATRE = NIRBEASE
Great Wall Agri (Tieling) Co., Ltd. 16 May 1997 RAER

("GWATL") (notes (1), (2) and (3))

Manufacturing and
trading of animal
feeds, husbandry and
trading of poultry and
livestock, processing
and trading of meat and
meat products

—Z— \EHFH Annual Report 2018
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RERm

T W& 2 ) Wy B (4 14 INVESTMENTS IN SUBSIDIARIES
(continued)
TR BRITR
BYREEMER B H EEERA/
Place and date of HER
incorporation/ Issued and fully FE{L AR e
AR LB establishment  paid up/registered Attributable TEXHK
Name of company and operation capital equity interest Principal activities
= ik
Direct Indirect
% %
FILBK(RE)BRAR HhE 1,093,000% 7T - 100 HEREED ML
([DBC-CCh(Haz(1) - (2) % (3) PRC USD1,093,000 Manufacturing and
Dongbei Agri (Changchun) Co., Ltd. “EERENAZT\R trading of animal feeds
("DBC-CC") (notes (1), (2) and (3)) 28 August 2006
AR R AR AR AR H 2,200,000% 7T - 100 EERBEEHMEL
([DHFTJ) PRC USD2,200,000 Manufacturing and
Bzt (1) 2) &(3) “EE ETANA trading of animal feeds
Hunan Greatwall Technologies & 8 October 2006
Feeds Co., Ltd. ("DHFT")
(notes (1), (2) and (3))
Hwabei Agri Corporation (“HAC") EBELES 54,093,443% T - 100 RAER
BVI USD54,093,443 Investment holding
—ANANE+=A=+=H
23 December 1998
AREE(BE) BRAR BE 49,293 3153 7T - 100 REEZR
(TEERK]) Hong Kong USD49,293,315 Investment holding
DaChan Wanda (HK) Limited —N\EERA=+7H
("DWHK") 26 June 1984

(Z2M) APBR2A 7 DaChan Food (Asia) Limited
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T W& 2 v Wy B (4 14 INVESTMENTS IN SUBSIDIARIES
(continued)
TR BRITR
B REEMER B [ Ve
Place and date of HER
incorporation/ Issued and fully FEAk R
AR BB establishment  paid up/registered Attributable TEEK
Name of company and operation capital equity interest Principal activities
B ik
Direct Indirect
% %

AKEE (K2)BRAA mE  AR447,200,0007 - 100 4EREEDWHEL
(TRZEAKD) PRC RMB447,200,000 BEBEREERBRR
(Bt ) 2)%(3) —ANZE+AZTAA B NIREERER

DaChan Wanda (Tianjin) Co., Ltd. 26 October 1992 REM
("TWD") (notes (1), (2) and (3)) Manufacturing and

trading of animal
feeds, husbandry and
trading of poultry and
livestock, processing
and trading of meat and
meat products

Union Manufacturing Limited RS 7,700,000%7C - 100 REEK
("UML") BVI USD7,700,000 Investment holding

—ANANEZR+R
7 February 1996

ABER (D) BRAR H 6,940,000%7C - 100 RmiT
(T BRI (A1)~ 2) R (3) PRC USD6,940,000 Foods processing

Greatwall Gourmet (Shanghai) —ANAENRER
Co., Ltd. ("GWGS") 5 September 1996
(notes (1), (2) and (3))

Great Wall Kuang-Ming RERZHS 6,500,000%7T - 100 RERR
Investment (BVI) Co., Ltd. BVI USD6,500,000 Investment holding
("GWKM") —ANEF=A++tR

17 March 1995

—Z— \EHFH Annual Report 2018
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T W& 2 ) Wy B (4 14 INVESTMENTS IN SUBSIDIARIES
(continued)
TR BRITR
BYREEMER B H EEERA/
Place and date of HER
incorporation/ Issued and fully FE{L AR e
AR LB establishment  paid up/registered Attributable TEXHK
Name of company and operation capital equity interest Principal activities
= ik
Direct Indirect
% %

Asia Nutrition Technologies (VN) EBRERHE 7,615,590 7T - 6551 HERHEE R
Investment Co., Ltd. (“ANTIC-VN") BVI USD7,615,590 Manufacturing and
(f1£(1)) (notes (1)) —AANENRLAR trading of animal feeds

7 September 1998

Asia Nutrition Technologies (HN) #E  89,600,000,000#4F & - 6551 HEREEEMER
Co., Ltd. ("ANTC-HN") (#iz(1)) Vietnam Vietnamese Dong Manufacturing and
(notes (1)) s s = ("VND") trading of animal feeds

22 January 2003 89,600,000,000

Asia Nutrition Technologies (VN) #E 190,836,294,0008F & - 6551 HELEBEEE
Co., Ltd. (“"ANTC-VN") (#f5#(1)) Vietnam VND Manufacturing and
(notes (1)) —ANEENAZTNA 190,836,294,000 trading of animal feeds

29 April 1995

Asia Nutrition Technologies (LA) M 80,393,000,0008FEE - 6551 AEREESMKIAH
Co., Ltd. ("ANTC-LA") (H1#2(1)) Vigtnam VND VNI KESEL - BR
(notes (1)) ZZTLFEMAT=H 80,393,000,000 ERKEREY

13 April 2007 Manufacturing and
trading of feed meal

and related additives,

aquatic products,

veterinary and aquatic

medicine

Asia Nutrition Technologies (MV) i) 3,000,0005 T - 6551 HEREEEMER
Co., Ltd. ("ANTC-MV") (##:%(1)) Vietnam USD3,000,000 Manufacturing and
(notes (1)) ZE-ZFAAZTIH trading of animal feeds

26 September 2012

KEEmR (ZM) AR T DaChan Food (Asia) Limited
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14 INVESTMENTS IN SUBSIDIARIES

(continued)
TR BRITR
B REEMER B [ Ve
Place and date of HER
incorporation/ Issued and fully FEAk R
AR BB establishment  paid up/registered Attributable TEEK
Name of company and operation capital equity interest Principal activities
B ik
Direct Indirect
% %
Great Wall Nutrition Technologies i 4,373,7705% - 100 EERHER TR
Sdn. Bhd. ("GWNT") Malaysia Malaysian Ringgit Manufacturing and
—WAEENRZH ("MYR") sales of animal feeds
3 August 1990 4,373,770
Marksville Corporation (“MSV") EERRHES (E - 100 RERR
BVI uSD1 Investment holding
“EER+ERATRA
15 June 2007
Y|P3 s E=1 NG H AR20,000,0007T - 100 AEREZDMER L
(TmJlAR D) PRC RMB20,000,000 HEBRME - ZEHE
(BzE(1) & (3) —EZ\FNAZTHA &S
DaChan Agricultural Technologies 25 August 2008 Manufacturing and
(Sichuan) Co., Ltd. ("DAS") trading of animal
(notes (1) and (3)) feeds and related
additives, research
and consultation on
husbandry
ABEMR (7)) BRAF H 54,080,000 70 - 100 E£ERBEEDWHL
(DA3ERM D) PRC USD54,080,000 MIREERE
(B2 (1)~ (2 R(3) “EEN\F_A-+N\H RAER
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

—Z— \EHFH Annual Report 2018
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14 INVESTMENTS IN SUBSIDIARIES

(continued)
TR BEITR
BYREEMER BH EHERA/
Place and date of HER
incorporation/ Issued and fully FE{L AR AE
AR BB establishment  paid up/registered Attributable TEXHK
Name of company and operation capital equity interest Principal activities
= ik
Direct Indirect
% %

I RRI T ABR AR i 500,000 7T - 100 EERY
([JEREIEE]) PRC USD500,000 Management services
(Bt () 2)%(3) “ZE\FTA=TH

Dongbei (Beijing) Consultant Co., Ltd. 30 October 2008
("DBC-BJ") (notes (1), (2) and (3))

ARE R (BR) BRAR hE 3,000,000%7T - 100 EEXRE &% T
(MR ]) PRC USD3,000,000 REERBREAZR
(Bt (1) - 2) R (3) —ZZN\FE+—A=1/\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

EMZERSRMARAR fE  AR¥50,000,0007 - 100 EEIWEL  BER
(I=MzERE]) PRC RMB50,000,000 BEXBRZE NI
Bzt (1) 2) &(3) “EEN\E=A=1H REERERAER

Yanzhou S&F Farm Co., Ltd. (“YDF") 20 March 2008 Trading of animal
(notes (1), (2) and (3)) feeds, husbandry and

trading of poultry and
livestock, processing
and trading of meat and
meat products

HEARRmBR AR fE  AR¥70,000,0007 - 100 EEIWEL  BER
(Wﬁ%ﬁﬁ%ﬁuu Y1) R(3) PRC RMB?70,000,000 BERERZKE NI

Bengbu DaChan Food ZETN\E+ZA=H REBENERAER
Co., Ltd. ("BDF") 3 December 2008 Trading of animal
(notes (1) and (3)) feeds, husbandry and

KR Em (ZM)

PR A Al DaChan Food (Asia) Limited

trading of poultry and
livestock, processing
and trading of meat and
meat products
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T W JE 2 v Wy B (4 14 INVESTMENTS IN SUBSIDIARIES
(continued)
TR BEITR
HYREEMER B (= Ve v
Place and date of HER
incorporation/ Issued and fully Ak R
AR BB establishment  paid up/registered Attributable TEEK
Name of company and operation capital equity interest Principal activities
B it
Direct Indirect
% %

BEARRBREAHARAR H 3,300,000 7T - 100 HEREESMEN
([BERK (M) 2)%(3) PRC USD3,300,000 Manufacturing and

Qingdao DaChan Technologies “EEN\E+—A+WH trading of animal feeds
Feed Co., Ltd. ("QDFT") 14 November 2008
(notes (1), (2) and (3))

Miyasun-Great Wall (BVI) Co., Ltd. RERUHS 5,015,000 T - 100 REER
("Miyasun-Great Wall") BVI USD5,015,000 Investment holding

—WNAF=A++R
17 March 1995

AKEBERR (KE) BRAR H 9,880,000 7T - 100 RamiT
(IBERm M) (2)%(3) PRC USD9,880,000 Foods processing

Miyasun - Great Wall Foods (Dalian) —NWNAFRA=+H
Co., Ltd. (“Miyasun Foods") 20 May 1995
(notes (1), (2) and (3))

AR ERAESERAT HE 3,800,000 7T - 100 HEREESMEN
(TR ERHES]) PRC USD3,800,000 Manufacturing and
izt (1) 2) %(3) —ETNFLATZA trading of animal feeds

Great Wall Agritech Huludao Co., Ltd. 13 July 2009
("GWAHLD") (notes (1), (2) and (3))

R EH () BRAR H 1,900,000%7T - 100 YEREESMEN
(AR (HEE(1)  (2)R(3) PRC USD1,900,000 Manufacturing and

Great Wall Agri (Henan) Co., Ltd. “EENFEAZTA trading of animal feeds
(“GWAHE")(notes (1), (2) and (3)) 24 July 2009

—Z— \EF3R Annual Report 2018
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T W& 2 v Wy B (4 14 INVESTMENTS IN SUBSIDIARIES
(continued)
TR BRITR
B REEMER BH (= Ve v
Place and date of HMER
incorporation/ Issued and fully FE{L AR AE
AR ERE establishment  paid up/registered Attributable TEXHK
Name of company and operation capital equity interest Principal activities
B M
Direct Indirect
% %
RERKAE EDRRHEERAA i AR #100,0007T - 100 e
([TDPRI) (st (1) % (3)) PRC RMB100,000 Research and
Tianjin DaChan Prospect Research “EENET—ANA development
And Development Co., Ltd. 9 November 2009
(“TDPR") (notes (1) and (3))
FEEAR LS ERAR i AR 100,000 - 100 RS - SRR
([TEEME (M) R (3) PRC RMB100,000 RiE
Zhenglangi DaChan Eco-ranch Co., Ltd. —“T——F—ffH Food service, animal
("ZLQ") (notes (1) and (3)) 5 January 2011 husbandry and selling
EEARRmERERAR ([TDFH]) RERUHE 3,900,000 7T - 6154 REER
Taixu & DaChan Foods Holdings BVI USD3,900,000 Investment holding
Co., Limited (“TDFH") —ZE-—F=Af=H
3 March 2012
EBEAKRMBBRAF([TDF)) BB 6,000,000 7T - 65 REER
Taixu & DaChan Foods Co., Limited Hong Kong USD6,000,000 Investment holding
(“TDF") “E-Z&+-AZTNhA
29 November 2012
EEAREMm (KE) BRAA mE AR 35,500,000 65 EENERRAER
([TDF-DLD Bzt (1)~ (2)%(3)) PRC RMB35,500,000 Trading of meat and
Taixu & DaChan Foods (Dalian) “E——FRAA-1HH meat products
Co., Limited (“TDF-DL") 25 May 2012
(notes (1), (2) and (3))
China S&F Farm Holdings EBEAES 7,000,000% 7T - 100 REEK
Co., Limited ("S&F") BVI USD7,000,000 Investment holding
“E—%+AZ+H
20 October 2011

KEEmR (ZM) AR T DaChan Food (Asia) Limited
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T )R 2 v Wy B (4 14 INVESTMENTS IN SUBSIDIARIES
(continued)
AL BEITR
BYREEMER B EHERA/
Place and date of HER
incorporation/ Issued and fully FEfk R
AR BB establishment  paid up/registered Attributable TEEK
Name of company and operation capital equity interest Principal activities
B it
Direct Indirect
% %

IR AR EDRHR BB A A HE 3,000,000 7T - 100 HEREESMEN
(TR (B2 (1)~ (2)(3) PRC USD3,000,000 Manufacturing and

Shandong DaChan Biotechnology ZE-——F5-At=H trading of animal feeds
Co., Limited (“SDB") 12 January 2012
(notes (1), (2) and (3))

ANERE R EAKERAZER AT FE AR1,000,0007T - 40 FREEEHELIEE
(TDLDC ) (Hizt (1) % (3)) PRC RMB1,000,000 Poultry farms

DaChan Livestock Development —E-——FxA1+HEA construction & lease
Co., Ltd. ("DLDC") 14 June 2012
(notes (1) and (3))

ErEREERERERAR mE AR2,000,0007 - 70 EHER
([EREEED) PRC RMB 2,000,000 Food and beverage
Bzt (1) & (3) “E-RFE+—A=+=H management

Beijing Long Xian Ju Catering 23 November 2015
Management Co., Ltd. ("BJLXJ")

(notes (1) and (3))

R EEERRBRLR ([ ]) RE  AR%20,000,0007 - 53 e
(Bizt(1) %(3) PRC RMB 20,000,000 Research and

Green Pac Bio Co., Ltd. (“GPB") “S-RE+ZA+EA development
(notes (1) and (3)) 14 December 2015

EEARRM(ER)ERDE FE  ARH40,000,0007 - 65 MIRBENHERRA
(TTDF-BBI) (Mt (1) % (3)) PRC RMB 40,000,000 S

Taixu & DaChan Foods (Bengbu) B g b 1 = Processing and trading
Co., Limited (“TDF-BB") 25 November 2016 of meat and meat

(notes (1) and (3))

products

—Z— \EEH Annual Report 2018
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14 INVESTMENTS IN SUBSIDIARIES

(continued)
ML BEITR
RIREEMER A BHRRAR/
Place and date of HMER
incorporation/ Issued and fully FE{L AR AE
AR ERE establishment  paid up/registered Attributable TEXHK
Name of company and operation capital equity interest Principal activities
B M
Direct Indirect
% %
REFARMBSHERAR thE AR#500,0007 - 55 EENER
([TCCTD) (At (1) %(3)) PRC RMB 500,000 KA
Tianjin Chao Cheng Food Trade Co., ZE—tF+A+ZH Trading of meat and
Ltd. (“TCC-TD") 12 October 2017 meat products
(notes (1) and (3))
REPARERRERLA hE AR#100,0007 - 100 FENHERE
([TISPI) Mzt (1) % (3)) PRC RMB 100,000 Swine raising and
TIAN JIN SUPER PIG AST Co., —E-N\F-R=1"H selling
Ltd. (“TJSP") 26 February 2018
(notes (1) and (3))

BEE - Notes:

(1) ARBBHRGEREHRSE - ZER (1) The English translation of the company names is for reference only.
ﬁjiﬁ@ﬁﬁfimﬁgm‘%%%qjyéﬁ The official names of these entities established in the PRC are in
>£;E«‘§fﬁ . EZ%ﬁéﬂfﬁiﬁW?@lmgﬁf Chinese. The official names of these entities established in Vietnam
MEEABE R EEERT o o

are in Vietnamese.

(2) AR RS RSB R AN IB (2) These entities established in the PRC are wholly foreign-owned
B - enterprises.

(3) ZHERFEEARKINEBYARBRE (3)  These entities established in the PRC are limited liability companies.
ERE] °

TRENNEEAEENHBE AR (K&
BEAERFERES) NER - TX
M BEMBE R R RREHE

Al 2 &% e

The following table lists out the information relating to the
subsidiaries of the Group which has material non-controlling

interests. The summarised financial information presented

below represents the amounts before any inter-company

elimination.

KEEmR (ZM) AR T DaChan Food (Asia) Limited
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T W 2 iy B () 14 INVESTMENTS IN SUBSIDIARIES
(continued)
ZE-)\& “E-¢
2018 017
ABETT NRETTL
RMB'000 RMB'000
ANTIC-VN GWDL TOF TDFH DLDC  ANTICUN GIWDL TDF TDFH DLDC
SEREREA  Noncontroing interests
percentage 34.49% 41.00% 35,00% 38.46% 60.00% 3449% 41.00% 36.00% 3846% 60.00%
PRI Norscurrent asses BT M4 TIN8) BOMTR 69993 294008 468 694% 45171 69648
iHEE Current assgts 612836 39728 67,029 43555 9553 533/0 419338 66,541 43043 19,005
Fiak Norsurent abiices (20590) - (a0 (14430 - = = = = -
EEE Current iabiltes (553735) (146,29 (50703)  (33191)  (72892) (483236  (191976) (70,6000 (45878 (79,067)
HERE Net assets 368642 394529 315 46,107 6654 344602 370025 05,436 42336 9,586
FAREREEE  Camyingamountof
non-controlling nterests 121145 161,756 24,960 17733 3992 188 151,710 2903 16,262 5792
JA Revenue 2589719 1,136,769 140,054 140,054 - 2611587 1596584 113,60 113,608 -
RHREEAESEE  Poftand totd
comprehensive income 65,840 65,464 5430 3490 (2,933) 972 66,393 6879 4399 1690
DEEEIRES  Poftalocatedto
LA non-<controlling interests 22,108 26,840 1901 1342 (1,760) 3,701 2021 2408 1692 1014
MEARERRS  Dividendpaidto
B8 non-ontroling interests (18301)  (5.40) - - - B = = = =
NI5EREREHRE  Impactoninital appicaton
BUZIENTE  of FRSTS - (11 - - - - - - - -
AMTHERES  Exchangeresenvealocated
HERRE toNon-controling nterests 3,885 0 156 109 - (6,762 (154) 143 105 -
EERHE T2 2 Cashflow from operating
activities 65,043 45874 (14506)  (14,506) (6,208 176,809 75,631 35,669 35,669 1319
RETHHE L7 EE Cash flow from investing
activities 2418 (B131) (1287  (12857) (5,385) 9,904 (7636)  (122587) (135,734 (49
HERDHEIRLRE Cashfowfrom financing
actvities (47,604) (72,866) 26,101 26,101 - (236,997) 32,967 74,694 87,841 -

ANTIC-VNZ B 5 &K 25 ANTIC-
VN + ANTC-HN - ANTC-VN ~ ANTC-LA
KANTC-MV Z#r& %4 - GWDLZ
BEER 2% GWDL & GWF-DL 248
B¥E - TDFZHBERZYTDF R
TDF-DLZA4RA %M - TDFH Z BB E
K25 TDFH » TDF 2 TDF-DL 244
45 (T BIETDF 2 JEfE i

) o

The financial information for ANTIC-VN shows the
consolidated results of ANTIC-VN, ANTC-HN, ANTC-VN,
ANTC-LA and ANTC-MV. The financial information for GWDL
shows the consolidated results of GWDL and GWF-DL. The
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.

—Z— \EEH Annual Report 2018
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INTERESTS IN EQUITY-ACCOUNTED
INVESTEES

—E-N\F —T—+F
2018 2017
NI o Interests in associates (a) 78,457 58,747

(a) BEAY (a) Associates
TRINTAEEBEE AR ZE The following list contains the particulars of the
B FrEBE AR ARRETE Group's associates, all of which are unlisted corporate
AR WEMERE : entities whose quoted market price is not available:
Proportion of ownership interest

HERAR

HRRLR AEEN SROTRE

FERES Ky ENEE  ANELT Held by
Form of Place of HfER Group's & equity- TERR
BenazR business  incorporation Registered effective Heldby  accounted Principal
Name of associates structure  and operation capital interest  subsidiaries investees activity
REERARBRAR EjijA WE ARE5000000% 40% 40% - EERER
TianJin Hai Rei Food Limited Incorporated PRC  RMBS5,000,000 KERR
("HRF-TJ") Manufactory &
trading of
frozen Foods
DaChan (Asia-Pacific) Lid. AL B8 1200000057 4% 6.7% - HEREE
("DAPL"}* Incorporated Vigtnam ~ USD12,000,000 KESH
Manufactory &
trading of
aquatic feeds
DaChan (VN) Company Limited R it 11,800,000%TC 4% - 100% HERER
("DVN")* Incorporated Vigtnam ~ USD 11,800,000 TKERH
Manufactory &
trading of
aquatic feeds

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



15 A RE SR A Mk 2 D 2 W B A
(#1)

(BEEEBI - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

15 INTERESTS IN EQUITY-ACCOUNTED
INVESTEES (continued)

(a) BREAY () (a) Associates (continued)
Jgtt =
Proportion of ownership interest
mEGAR
HMELR AEEH SRATEE
EERES feind ERER BHELR Held by
Form of Place of HER Group's =3 equity- TTEE
NS business  incorporation Registered effective Heldby accounted Principal
Name of associates structure  and operation capital interest  subsidiaries investees activity
REENEERHERSARAR i t ARE 10% 10% = FHERE
([REEmEE] ) Incorporated PRC 423,000,000 RIER
Advent Prosperity Real Estate RMB 423,000,000 Real estate
Development development
Co., Ltd. ("APRD"| * & related
BERERARAA([TIG)) sy ARESES 3,000,000 20% 30% = KERE
Taiwan International Gene Incorporated BVI USD 3,000,000 Swine breed
Co., Ltd.("TIG")
BLAREm(RE) BRAT Fiali A H ARE 40% 40% - HERER
(TRDFTJJ) Incorporated PRC 50,000,007 126
Rupp & DaChan Foods (Tianjin) RMB 50,000,000 Manufactory &
Co., Ltd. ("RDF-TY) trading of
dairy products
* HRAERRERZS2RARESE @ The Group has determined that it has significant influence

g AEERREASEAY
2 B RZEREE -
DAPL }2 DVN 5 f8 Rt £ A7) ©

bt B & R AR A EA
REEPBHRE -

because it has representation on the board of the investee, so
APRD, DAPL and DVN are classified as associates.

All of the above associates are accounted for using
the equity method in the consolidated financial

statements.

—Z— \EHFH Annual Report 2018



(BREEEBI - UARKETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

15 RERARSBEAGAMKEES 15 INTERESTS IN EQUITY-ACCOUNTED

& (ZEM) PR F DaChan Food (Asia) Limited

(#1) INVESTEES (continued)
(a) BHEAY (4) (a) Associates (continued)
TREFRBLE QR ZHBEER - Summarised financial information of associates,
W E AR E B RN 2 BREE reconciled to the carrying amounts in the consolidated
EITHER financial statements, are disclosed below:
ZE-)\%
2018
KEEREE DAPL RDF-TJ TIG HRF-TJ @
APRD DAPL  RDFTJ TG HRFTJ Total
Nk Gross amounts of
the associates’
FryEE Non-currentassets 725 85,319 15,941 20,590 1,022 123,597
REHEE Current assets 676,228 176,322 12,676 - 4,019 869,245
FRBaE Non-currentliabilties - - - - - -
eI Current liabilities (117,987) (191,578) (1,990) - (2,387) (313,942)
Bx Equity 558,966 70,063 26,627 20,590 2,654 678,900
WA Revenue 1,198,265 344,119 1,445 - 4,949 1,548,778
AEEEH/(FB) Profitf(loss) and total
PEYESRE comprehensive income
for the year 174,836 (10,654) (7,260) - 159 157,081
EAZENVERRESR  Reconciledto the Group's
NG ek interest in the associates
BUNFAEESREZAE  Grossamounts of net
assets of the associate 558,966 70,063 26,627 20,590 2,654 678,900
WBAREE Heldby subsidiaries 10% 6.7% 40% 30% 40%
AEEEEHE LT Group's share of net
LEERE assets of the associates 55,897 4,670 10,651 6177 1,062 78,457
DAMBERASEDE  Canyingamountin the
consolidated financial
statements 55,897 4,670 10,651 6,177 1,062 78,457




(BEEEBI - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

15 RERARSBEAAMKEESR 15 INTERESTS IN EQUITY-ACCOUNTED

(%) INVESTEES (continued)
(a) BREAY () (a) Associates (continued)
“EtF
2017
REEREE DAPL RDF-TJ TIG )
APRD DAPL  RDFT) TG Tota
Nk Gross amounts of the associates’
FRBAE Non-current assets 509 88,225 7,062 20,811 116,607
NHAE Currentassets 1434,998 157,443 27570 - 1,620,011
B =l Non-current liabilities = - - - _
nBakE Current liabilities (1,119,376) (166,859) (744) = (1,286,979)
R Equity 316,131 78,809 33,888 20,811 449,639
WA Revenue 17 374,347 170 - 374534
REEERR Loss and total comprehensive
FENELEE income for the year (7,925) (1,133) (1,111) = (10,169)
EARERHE AT 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
WEBRERE Held by subsidiaries 10% 6.7% 40% 40%
AEEEEHE L Group's share of net assets
LBEFE of the associates 31,613 5,255 13,555 8,324 58,747
GeHBRRMEREE Carrying amount in
the consolidated financial
statements 31,613 5,255 13,555 8324 8,747

—Z— \EF%R Annual Report 2018
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(Expressed in thousands of Renminbi unless otherwise stated)

16 #1 16 INVENTORIES

(a) HEMBRREFPHHFRAE (a) Inventories in the consolidated statement of financial

position comprise:

—E-NF —E—+F
2018 2017
ekt Animal feeds 480,853 580,986
RERREA Poultry and chilled meats 61,648 69,152
MIEMH Processed food 216,217 155,287
BEMR Agricultural produce - 1,973
SEFEM Consumables 88,413 84,641
847,131 892,039
(b)  WEWR B P My AR 4 o B (b) The analysis of the amount of inventories recognised as
F: an expense is as follows:
—E-NE —ZT—+F
2018 2017
BEHEGFEREE Carrying amount of inventories sold 6,037,955 7,313,502
FEME Wirite-down of inventories 25,268 11,981
B 7 EhsH Reversal of write-down of inventories (18,483) (2,471)
NP EREERANEE Fair value of agricultural produce
on initial recognition - (9,556)
ESHE I ) Ml Reversal of fair value of agricultural
MEERANEER produce due to sales and disposals - 8,498
6,044,740 7,321,954
NRZE—NFE+_A=1+—B 2% On the consolidated statement of financial position as
AR RE BERa#REEE at 31 December 2018, a provision of RMB31,200,000
REEBEZFEEHBEEHEARK (2017:RMB24,416,000) was made against those
31,200,000 (=T —+4%&: AR inventories with net realisable value lower than the
24,416,0007C ) ° B L B SN - A = carrying values. Other than this provision, none of the
E—NER-_ZE—+EFE+-_HF=+— inventories as at 31 December 2018 and 2017 were
B WEFSRe] R EEIE - carried at net realisable value.
BE F—EEEEME AR - The reversal of write-down of inventories made in prior
— N\ELHECREFTERH - year was the result of sales of impaired inventories in
2018.

KRB (ZEM) BFR2AF DaChan Food (Asia) Limited



(BEEEBI - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

8 () 16 INVENTORIES (continued)
(c) JRAEMER : (¢) Production quantities of agricultural produce:
—E-NF —T—+F
2018 2017
AHE (&) Broiler breeder eggs (units) - 8,382,046
Ay ¥ 17 BIOLOGICAL ASSETS
EE REE
Breeder P Broiler &%
poultry Broilers breeder eggs Total
IREFEE Net carrying amount
RZZE—+F At 31 December 2017
+=-A=1+—8 9,677 - - 9,677

PFEREEE  Impact on initial
RAEAERISE1558  application of IFRS 15

0f-Z — 108,866 5,508 114,374
M=—ZF—/\%FF—H Adjusted balance
—He PR at 1 January 2018
e 9,677 108,866 5,508 124,051
REEFIEFTEL Increase due to
N purchases/raising 6,371 1,053,591 131,182 1,191,144
FNE B Depreciation provided
during the year (8,460) = = (8,460)
H=#% w2 Decrease due to
culling/hatching - (1,053,266) (122,740) (1,176,006)
EZEA RIS Decrease due to
retirement and deaths (1,614) - - (1,614)
RZT—)\F At 31 December 2018
+=-A=+—~H 5,974 109,191 13,950 129,115
EMEERIEES  RNERRAEE - Biological assets comprise breeder poultry, broilers and

broiler breeder eggs.

—Z— \EHFH Annual Report 2018
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(Expressed in thousands of Renminbi unless otherwise stated)

17 P& pE (4) 17 BIOLOGICAL ASSETS (continued)
P E 5 K PO DA AR (TR Broilers, breeder poultry and broiler breeder eggs are stated
BEEIR HEARBEBELEERXR at cost less any impairment losses, which are not materially
ER&o different from their fair value.
18 MEWCR B Rk 18 TRADE RECEIVABLES
—E-N\F —T—+F
2018 2017
JEWE S BRI Trade receivables 338,141 409,485
B REREE Less: allowance of doubtful debts 30,936 13,073
307,205 396,412
FEWE 5 BRI E BRMBRE D AT As of the end of the reporting period, the ageing analysis of
U trade receivables is as follows:
—E-N\F ZE—tF
2018 2017
BNEA Current 215,087 306,193
BHEI1 = 180K 1-180 days past due 96,295 85,916
#HI1812365K 181-365 days past due 8,731 5,243
EHR A 365K More than 365 days past due 18,028 12,133
BHEEE Amounts past due 123,054 103,292
338,141 409,485
AEBE—RATFEREFPBEI0HEGR The Group normally allows a credit period ranging from 30
WEEH - BEASEEEEREN days to 60 days to its customers. Further details on the
BRI EE30(a) Group's credit policy are set out in note 30(a).

KRB (ZEM) BFR2AF DaChan Food (Asia) Limited
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(BEEEBI - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

Uil M VB K I B A K B 19 OTHER RECEIVABLES AND
PREPAYMENTS

—E-N\F e
2018 2017
AU B (E R () VAT recoverable (i) 416,279 439,409
B RIEERG) Deposits and prepayments (i) 80,843 79,053
BHRFET Advances to staff 11,281 6,681
Hitb Others 33,370 17,143
541,773 542,286
B AT EIIE R EN I B R ) Less: non-current VAT recoverable (i) 84,924 90,806
Vi) Current 456,849 451,480

(i)

AU [E1 388 (B A58 4 T HE 8H R SR S5 IR
BERAARBAEEEER - K
B) AT ER E ZEENHIEA
BREFTENREERZNEFE
BIRHAETEIRER MEL - K
RNAEERE  BEZZT—\F
+-A=+—H8 BREAEEE
BABEER —FERE AN IR
EEH R A K ¥84,924,0007T
(Z2E—+F+=ZA=+—8:
AR #90,806,0007T) °

BeRANREERBERHM
I 8 P8 1 B TR ST A R e Eo At
B -

MAEMERFR(BREEKREEAL
PR RHIR — A E -

(ii)

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 2018 which will be utilised after
one year is RMB84,924,000 (31 December 2017:
RMB90,806,000) based on the Group's budget.

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.

—Z— \EHFH Annual Report 2018
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(Expressed in thousands of Renminbi unless otherwise stated)

20 BERBEEHEY KBB4
W R

(a BERHALEMWERE :

20 CASH AND CASH EQUIVALENTS AND
OTHER CASH FLOW INFORMATION

(a) Cash and cash equivalents comprise:

—E-N\E —E—tF
2017
e B ERR RiFE Cash and cash equivalents in the
ReREXRTHRE consolidated statement of financial
MR EEEY position and in the consolidated
cash flow statement 408,721 526,568

(b) RS B A A R

BERRENFE

(b) Reconciliation of liabilities arising from financing

activities:

Loans and Interest payables

R=ZB-N\F—-A—H
RARLHELD -

BRI R PE I
il e

EEBITER
BENFE

MERGMELDEE
Hih g
M SR (FHEE6(a)

HAib B EpREE

R-ZE-—N\FE+=-A=+—H

At 1 January 2018

Changes from financing cash flows:
Proceeds from new bank loans

Proceeds from new loans from government
Repayment of bank loans

Interest paid
Total changes from financing cash flows

Exchange adjustments

Other change
Interest expenses(note 6(a))

Total other change

At 31 December 2018

KRB (ZEM) BFR2AF DaChan Food (Asia) Limited

900,905

1,105,376

62,000
(940,622)
(35,182)

191,572

1,135,576



20 BERBEEHEYD RIEBB 4L

BB (1)

(b) 6 3 00 e 0 202 G
(#)
EHRREFE

(BEEEBI - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

20 CASH AND CASH EQUIVALENTS AND
OTHER CASH FLOW INFORMATION

(continued)

(b) Reconciliation of liabilities arising from financing

activities: (continued)

Loans and Interest payables

R=Z—t&—A—H
MERSREEDH !
FTIGIRITE RPN RIR
EBIRITER
BEATHLE
BERSRELBBE
[ 5 AR

Hith2 )

FIEFX (MiFE6()

Hi B EpREE

R-ZE—tF+=-A=+—H

At 1 January 2017

Changes from financing cash flows:
Proceeds from new bank loans
Repayment of bank loans

Interest paid
Total changes from financing cash flows

Exchange adjustments

Other change

Interest expenses(note 6(a))

Total other change

At 31 December 2017

804,066

2,033,484
(1,949,759)
(42,373)

900,905

—Z— \EHFH Annual Report 2018
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(Expressed in thousands of Renminbi unless otherwise stated)

21 R4 B SR 21 TRADE PAYABLES
—E-N\F —T—+F
2018 2017
FETE S BRI Trade payables 493,192 701,696
FrERENESRFTBRR —FAZNT - The trade payables are expected to be settled within one
year.
RWEHR ENEZIERNDERER S As of the end of the reporting period, the ageing analysis of
T trade payables is as follows:
—E-N\F ZE—tF
2018 2017
BIA Gl 298,783 _ : el
DIA30K 8 HR Less than 30 days past due 137,570 215,088
31E60KEH 31-60 days past due 24,730 62,385
612 90K %1 HA 61-90 days past due 14,751 12,367
90K A 18 HR More than 90 days past due 17,358 32,042
BHRE R Amounts past due 194,409 321,882
493,192 701,696

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



(BEEEBI - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

22 HABREMREBEMEMNBEA L 22 OTHER PAYABLES AND AMOUNTS DUE
K TO RELATED PARTIES
—E-N\F —E—tF
2018 2017
SHERIFM) Sales rebate (i) 138,253 151,214
Fe I8 #BEk Salaries, wages, bonuses and other
E At fEfT 12 A benefits payable 104,426 87,506
EETEA Accrued expenses 62,175 99,399
BaEE Contract performance deposits 45,256 40,008
TEWRIAI) Receipts in advance (ii) - 14,760
BB EEEEENRE Payables for purchase of fixed assets 13,614 58,593
FERTRRE A L FRIA Amounts due to related parties
(Bt 29()) (note 29(e)) 46,100 54,100
HAh Others 22,740 23,879
432,564 529,459

(i)

RIERBE AR HE  AEEE
HEREET &) IR - RIHE IR
EHAEBAES THRME - Blg
AEXHIZEERE T A D LA
2B - REEMEHAEA
B - ARBEEREHEEERR
HER) AT IZERESE -

RMBIRR %3R5 ERIE 1658
& - [ B3R ] T T RFAN
REERHNEEANEE -

7 A A SOR R R B A + 3K
BRI — F A -

(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 resulted in variable
consideration. The Group estimated the amount of
variable consideration including in the transaction price

using the expected value.
(i) Upon the adoption of IFRS 15, receipts in advances
under “Other payables” are reclassified to contract

liabilities.

All of other payables and amounts due to related parties are

expected to be settled within one year.

—Z— \EHFH Annual Report 2018
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(Expressed in thousands of Renminbi unless otherwise stated)

23 5 23 PROVISIONS
=F-N\F ZFtF
2018 2017
n—HA—H At 1 January 3,719 6,776
B Ol Provisions reversed during the year (2,620) (3,057)
W+=—A=+—8H At 31 December 1,099 3,719

AEETUETESHEESN  ZF
BRFERBRMEMIN D XNEE
FEFBRE e R=ZFE—N\F+=A
=t—B RERZFHEEANIEMRE
BEREFBIERRENES ) FE &
BER > NEBEHGHG RBEDBEA
K% 2,620,0007T °

KREEEmR (M) 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 2018, the Group
reassessed and reversed the provisions amounting to
RMB2,620,000, which was established in accordance with
the accounting policy in note 3(q) after recognising the
impairment loss on the assets associated with those lease

contracts.



(BEEEBI - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

24 wHEAG 24 INTEREST-BEARING BORROWINGS

(a) AEORMEFKWT :

(a) Loans were repayable as follows:

—E-NF —T—+F
2018 2017
RITER Bank loans
—AR—FREE — repayable within 1 year 272,216 300,740
— AR —FZER - repayable after 1 year
MERNERE but within 2 years 510,873 187,437
— BRI MEERER - repayable after 2 years
AFRNEE but within 5 years 290,170 412,635
1,073,259 900,812
REBAOITEZIFER Loans of industry support from government
—ARMFRERAFA — repayable after 2 years but
Eg within 5 years 62,000 =
B Total loans 1,135,259 900,812
B DEAREBERZAER Less: Loans repayable within 1 year
—EREENER classified as current liabilities 272,216 300,740
A RIERBBENER Loans classified as non-current liabilities 863,043 600,072

—Z— \EHFH Annual Report 2018
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(Expressed in thousands of Renminbi unless otherwise stated)

24 BT (81) 24 INTEREST-BEARING BORROWINGS
(continued)
(b) B (b) Terms
—E-N\F —E—t5F
2018 2017
FIRIRIRTTE X - Unsecured bank loans:
—BEEMENFEHE - Fixed interest rate ranging
3.60% £5.77% from 3.60% to 5.77% per annum
(ZE—+F: (2017: 2.45% to 4.87%
FFE245% 2 4.87%) per annum) 136,872 206,843
—ZEBMNENTEE — Floating interest rate ranging
2.41% £ 6.50% from 2.41% to 6.50% per annum
(ZF—t%F: (2017: 1.85% 10 6.70%
BHF185% £6.70%) per annum) 936,387 693,969
1,073,259 900,812
EEABUTER Unsecured government loans
—®E — Interest free 62,000 =
e Total loans 1,135,259 900,812

KRB (ZEM) BFR2AF DaChan Food (Asia) Limited
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(a)

(BEEEBI - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

25 SHARED-BASED PAYMENTS

U DBt (a) Share option scheme
RZZEZLFNATTEA A& On 14 September 2007, the Group established a share
ERERERGS BT AEE option scheme that entitles employees of the Group,
EE(PEASEETNEMAF including directors of any Group entities, to take up
WES) A1 B THRBEAER options at consideration of HKD1 to subscribe for
AR AR R AP © shares of the Company.
(i) AEEGEENBEHEIR (i)  The terms and conditions of the grants that existed
HRERINOT - MAEE during the years are as follows, whereby all options
I 9 LB YR AT IR 15 Y are settled by physical delivery of shares:
FREH :
e eg=R:t BB BB IR BRESHNFH
T2
Grant Date options Vesting conditions Contractual life
‘000 of options
—E—hF—A+~H 6,600 —E—RF—A+"H —E—RAF—A+~H
16 January 2015 E-T-AFA+H B2 \FRA+H
16 January 2015 16 January 2015
to 10 June 2015 to 10 June 2018
—E—hF—A+H 6,600 e e A= e e A=
16 January 2015 2T —RFAA+H 2T )\FA+H
16 January 2015 16 January 2015
to 10 June 2016 to 10 June 2018
—TE—hF—A+~H 6,600 —ZE—RF—A+~H e e A=
16 January 2015 E2T—+FA+H 22T )\FATH
16 January 2015 16 January 2015
to 10 June 2017 to 10 June 2018
fERE R
Total share options 19,800

RZF-NER=F—+
Ft-A=t+-BRTE
R R A O BRELE

The number of options granted to directors and

employees for years ended 31 December 2018

and 2017 are nil.
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(Expressed in thousands of Renminbi unless otherwise stated)

25  DAJBeon 2y BEBE R 3 i (4 25 SHARED-BASED PAYMENTS (continued)
(a) WIS (40) (a) Share option scheme (continued)
(i) BRENEE RMEFTY (ii) The number and weighted average exercise prices
TEEWMT : of share options are as follows:
—Z-N\F —T—+F
2018 2017
I I
IfeE 1188
Weighted Weighted
average [BREHE average  BBIEHE
exercise  Number of exercise  Number of
price options price options
BT T#7 AT T
HKD ‘000 HKD ‘000
W—A—HB&77fE  Outstanding at 1 January 0.908 14,175 0.908 15,580
FRKR Expired during the year 0.908 (14,175) = =
FRERIK Forfeited during the year - - 0.908 (1,405)
W+=-A=+—H  Outstanding at
ATl 31 December 0.000 - 0.908 14,175
W+=-A=1+—B  Exercisable at
AIFITEE 31 December 0.000 - 0.908 14,175
(iii) BRENQIABERRRK (iii) Fair value of share options and assumptions
AR EREMNESSN The fair value of services received in return for
REH AR EBEILIZLEE share options granted is measured by reference
RHEREN AR EER to the fair value of share options granted. The
2 HERLEREAAR estimate of the fair value of the share options
BEMNMBETIDERZEN granted is measured based on a binomial lattice
BEEAAE - BRED model. The contractual life of the share options is
ERFERTZER H) — 18 used as an input into this model. Expectations of
BABEK - ZREBH R early exercise are incorporated into the binomial
TEEREITEAEE - lattice model.

KRB (ZEM) BFR2AF DaChan Food (Asia) Limited



25  DAJBCBY P B i 3 i (48)

(a)  JWEJBcHE ) (40)

(iii) BRENIABERREBR

(%)

R-_ZF—AF—A+AHA
RHNEREN DA EE
MR

REHENAAREE
R BeRE
1TE(E

JEERR R (BN — I8 = feE
TR {50 F N4
TR R )

FER R HA (B — 1A= B e
TR (0 F A4
FHEH)

EHIRE

TR X (AEHBINE
HEeBEHFR/EE)

TAHRR IR Ty B AR e (IR EE
PR #E 2 04 ~F 15 R £ 45 B
AE) YRBEARAFE
TR HA T B 3R AR 1R
BEHFE - HHRKREA
RIBBERSFE -

Fair value at grant date

(BEEEBI - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

25 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:

HKDO0.200 ~ HKD0.212
0.200%7T ~ 0.21287T

Share price at grant date HKD0.900
0.900/ 7T
Exercise price HKDO0.908
0.908/% 7T

Expected volatility (expressed 32.29%
as weighted average volatility
used in the modelling under
binomial lattice model)

Option life (expressed as weighted 3.4 years
average life used in the modelling 3.4%F
under binomial lattice model)

Expected dividends 0%

Risk-free interest rate (based on 0.74%

Hong Kong Exchange Fund Notes)

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.
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25 DAJBCAY P S0 i S i (48)

(a)  JWE It 2 (40)

(iii) BRENIABERREBR

(%)

3 s M A AR R R 7 {6k 1 1
B - s ERBIRBER
RHEA#N AR BER
I EF A LR - R i
BRI 2 R TR

I 48 DARR 7S 45 5 8 B AR
MRZHERBEZZT N
FT+-_A=+—RHILHFE
MEEIEERARR(—F
—tF: AR %¥169,000

Jo) °
(b) A5 BB Oy SE 12

RZZBEZNE+_A=+=H"
AR BB — I8 R HI AR 1 228D
EI([ZETEl]) - #FRAEE
EE(BEASEATINES)R
HEINREABEEBEAL © Z
SEINERBATF  RIFER
ERERANZIL - BIBZETE
A& 1 — 455 18 75 78 TR il 4% 01 B8
&t - mM—KEBETHEARER
HIAR1D o ZETEINE EMARAIE
TEEBRATARR ©

KRB (ZEM) BFR2AF DaChan Food (Asia) Limited

(@

(b)

25 SHARED-BASED PAYMENTS (continued)

Share option scheme (continued)

(iii) Fair value of share options and assumptions

(continued)

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.

There was no equity-settled share option
payments expenses recognised in the
consolidated income statement during the year
ended 31 December 2018 (2017: RMB169,000).

Restricted share award scheme

On 23 December 2008, the Group adopted a restricted
share award scheme (the “Scheme”) to retain the best
available personnel by providing additional incentives
to employees of the Group, including directors of
Group entities. Unless terminated earlier by the
Board, the Scheme shall be valid and effective for a
term of ten years. The shares repurchased under the
Scheme become restricted once granted and become
unrestricted again once vested. The Scheme is not
subject to the provisions of Chapter 17 of the Listing
Rules.



25 DAJBCAY Py B i 3 i (48)

(b)

(i)

A7 W JB A B W it 8 (480

AEEER (feRAR AR S
B A ) BEAE BB BT R B
B9 8 B & AU T A9 HE H B A
R BENEBOT

(BEEEBIN - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

25 SHARED-BASED PAYMENTS (continued)

(b) 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
directors of the Group as grantees of the Scheme of

the Company were as follows:

—E-N\F —T—tF
2018 2017
T IMETS
RE B it B A
AREE() BIRH DR EME) AR
Weighted R Weighted BRin#E
average  Number of average  Number of

grant date restricted grant date restricted

fair value (i) shares  fair value (i) shares

BT BT

HKD HKD
W—A—B#AKTT# Outstanding at 1 January - - 0.730 2,197,500
[REsdin Granted - - = =
217t Exercised - - 0.707  (2,058,500)
281 Forfeited - - 0.780 (139,000)

W+=-A=+—H  Outstanding at

AT 31 December - - _ _

REAQAABEEAARROR
RHEBEMDREE-

I 4 R )1 B 2R B AT &) A5 53K
XHRBE-Z-N\F+-A8
=+t REFENGAEEAR
NER(ZE—LF: ARK
261,0007T) °

(i) Grant date fair value represents the fair value
of the shares of the Company at the grant
date.

There was no restricted share award scheme
payments expenses recognised in the
consolidated income statement during the year
ended 31 December 2018 (2017: RMB261,000).

—Z— \EEH Annual Report 2018
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25 DAJBCAY P S0 i S i (48)

(b) A1 BRI IB B SERY it ) (48)

(ii)

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

BRHFBRDHAABER

(=84

AHEITE T B R HI R’ R
ZRBEBIRESFE
BRI HE REBR
RERGIBEOITEAKE
BRVE R AR e 5 B
HIR B ERORZER
B o aE AR A B BB AR
HHRERZENEER
BRHIBMDORAEE -

ERHBROHNDAALEBEER
RZEBE—AR"F=ZA=1+H
B WERROT

PREBEE  0.6247787T ~
NREE 0.6822 #7T

R B A 0.787%7T
REE

R 8 EHRER

71.354% K.

46.86%

RS 0%

[ fig | 2 0.45%

(LA s %2.0.90%
BhiR A%
(S10))

(ii)

25 SHARED-BASED PAYMENTS (continued)

Restricted share award scheme

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
Expected volatility 71.354%
and 46.86%

for each option

Expected dividends 0%
Risk-free interest rate 0.45%
(based on Hong Kong and 0.90%

Dollar Swaps Curve
(S10))
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(a)
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(Expressed in thousands of Renminbi unless otherwise stated)

26 TAXATION IN THE CONSOLIDATED
STATEMENT OF FINANCIAL POSITION

A S A R0 2 b 5 S B - (a) Current taxation in the consolidated statement of

financial position:

—E-NF —T—+F

2018 2017

REH] At the beginning of the year (2,209) (9,355)

FENFTS T B Provision for income tax for the year (24,225) (20,014)

FABNAER Income tax paid in the year 21,945 27,074

TEREE) v & Effect of movements in exchange rates (37) 86

RER At the end of the year (4,526) (2,209)
% - Represented by:

FERT SR Income tax payable (4,526) (2,209)

(4,526) (2,209)

—Z— \EEH Annual Report 2018
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26 ERABHIR DL B BLE (A)

(b) EMEREBLIE A (A6 EH)

FARAERERS PSRN K TR
HRERIREE (AE) AR

26 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:
HERE
BlLAERE
Depreciation AEEE- HEER
allowance FERE EWzE I7E%  HitEsE
in excess of Provision  Impairment FBER  Sales rebate
the related for loss - Allowable and other )
depreciation inventories receivables tax loss accruals Total
RZB-\E-A—H At1January 2018 (336) 327 1,788 1515 24,504 27,198
RERERE (Charged)/Credited to
(108 /3TA consolidated income
W) statement (note 7(a)) (161) 918 1434 - (2,614) (423)
RZZ-N\E At 31 December 2018
+-B=t-H (497) 1,245 3222 1515 21,890 21375
RZB—tE-F—H At1January 2017 (322) 344 2,073 1515 25,619 29,229
ERGRERR Charged to consolidated
& (Wi 76)) income statement
(note 7(a)) (14) (17) (285) = (1,115) (1431)
RISt At 31 December 2017
+-B=t-H (336) 327 1,788 1515 24,504 27,7198

KEEm (ZM) BFR2A T DaChan Food (Asia) Limited
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()

(d)

(BEEEBI - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

26 TAXATION IN THE CONSOLIDATED
STATEMENT OF FINANCIAL POSITION

(continued)
5 M BOR DL BHIR (¢) Reconciliation to the consolidated statement of financial
position
—E-N\E —E—tF
2018 2017
i SR P Deferred tax assets recognised
BRAIECTIEE E in the consolidated statement
of financial position 27,872 28,134
RERE MR R Deferred tax liabilities recognised
ERRELEHEAE in the consolidated statement
of financial position (497) (336)
27,375 27,798
R T w2 Y 2 B I (d) Deferred tax assets not recognised

RIRMT 5 3(p) IS A& ST BUR -
AR EAREERRE BT A48
A AR B TE I8 /U R R ERR
Bim A - RSB Rt 25 HE
E518 A R 708,328,000t (= F
—+F : BHEARE 757,966,000
70) RIRER IR E - THIEE IR
AEERE o

In accordance with the accounting policy set out in
note 3(p), the Group has not recognised deferred
tax assets in respect of cumulative tax losses of
RMB708,328,000 (2017: losses of RMB757,966,000)
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.

—Z— \EF3R Annual Report 2018
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26 ERABHIR DL B BLE (A)

(e)

Bm (A

AR B 4 BB AL

BEFRBEABE - WIMTEEH
HIEBRINEDEMBRHREA
XH10% EME - RIFEEE
BEBER L o RIFPBEEFHET
MK T - BB KR
BEERAT g E P EHEA TR
BHOREFENHEERES® °
RIE R BT BA R D BB IR
B AEEREETBEKERAR
EFZZZ+tFt+=—A=+—H
AR 90 i ) 2 FE W AR B FA
BANTEIOR o NEBREHEPEH
MBEARA-—ZTEN\F—A—H
B A 2 FEM R B A TR D
o Bt - HRERITE R AR RS
TRz EN - ERPEREA
BB R 5 Ik BB 17 B A HE RIE R
g

RZZT—NF+=A=+—8"
BB A R D IR AAEE T
BiE2 A AR 473,925,000
T(ZZEE -+t F: AR¥
467,779,0007T) ° B ZFH &
NAEIMREBRZ AR A EES &
ERELEAERRRETE DR
A T ER R D IR S BT
BAIE 2 FE BB SRR IE R I8
BEARK38,845,000L (=&
—+F : AR#37,990,0007T) °

) &PBR2 7] DaChan Food (Asia) Limited

26 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 2018, temporary differences relating
to the undistributed profits of subsidiaries amounted
to RMB473,925,000 (2017: RMB467,779,000).
Deferred tax liabilities of RMB38,845,000 (2017:
RMB37,990,000) 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.



27 EA - BB

(a)

(BEEEBI - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

27 CAPITAL, RESERVES AND DIVIDENDS

HE 2t 4L TR 3 1 5 ) (a) Movements in components of equity
AEBEGEERTTEAKIT D The reconciliation between the opening and
BB B B R A BRI BR - E R closing balances of each component of the Group's
GEREREHE - AAAlERE consolidated equity is set out in the consolidated
RIARRK ED > Y SE XN ERF 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:
AR
Wl
i i EIY: EN&E  Share-based REER
Share Share  Contributed  Translation payment Retained it
Note capital premium surplus reserve reserve profit Total
(o) (o) (bEzen)  (hsandm)  (HEE2)
note 7] (note 27} note 27l note 270V (note 27(dIv)
RE-N\E-A-B  At1January 2018 97,920 581495 41,215 (176,716) 2547 378997 1,625,458
BREERITARS  Equitysetlled sharebased
payment transactions % - 2541 - - (2547) - -
ERER] Proftfor the year - - - - - 8,620 8,620
EEANE Qther comprehensive income - - - 76,154 - - 76,154
AE-NF At 31 December 2018
t2A=1-8 97,920 584,042 141215 (100,562 - 387617 1710232
ATE-LE-A-E AUy 201 90 RN WA (M WOWW 176
BREERNTARS  Equitysetlled sharedased
gayment transactions Pl - (808) - - (1,300) 50 (1,588)
EmEH Profit for the year - - - - - (3883) (3883)
Af2EkE Qther comprehensive income - = - (98734 - - (98734
RE-tF
1t-A=1-8 At 31 December 2017 97.920 5814% AL (176,716) 2547 378,997 1,625,458

(i) HREABHNACHEGEEE
Faa@(ﬁﬁﬁufzﬂd )(ii)) 5t

A BBRIENACKD

£ EEBBARDFE
BITRMHEERN

><% »
N\_|'§ L_t

Contributed surplus represents the excess of the fair
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 27(d)(ii)) over the
nominal value of the shares issued by the Company in
exchange thereof.

—Z— \EF3R Annual Report 2018
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27 EAR -~ il R (4) 27 CAPITAL, RESERVES AND DIVIDENDS
(continued)
(b) A (b) Dividends
(i) JEN] AL F R A B i % (i)  Dividends payable to equity shareholders of the
RN RE, Company attributable to the year.
RZZE-NEFER=_ZFT—+ No final dividends were proposed after the end
FREMEAEBIEES of reporting periods of 2018 and 2017.
REIRRE -
(ii)  Z FTRBCAF B R AF A AL i (ii) Dividends payable to equity shareholders of
RN T 2K 2 r] JiE A R A B the Company and minority shareholders of its
JB 2\ ] D B R 2 JE A R subsidiaries attributable to the previous financial
54 year, approved and paid during the year:
—E-N\F —E—+F
2018 2017
VRERHiIEYNG Dividends to minority shareholders
DEIERE of subsidiaries 23,741 23,251

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

27 EAR -~ Gl BB R (H) 27 CAPITAL, RESERVES AND DIVIDENDS
(continued)
(c) JBA (¢) Share capital
(i) BEEREFTRE (i) Authorised and issued share capital
—E-N\E “E—tF
2018 2017
RAEE RirgE
Number of £8  Number of 8
shares Amount shares Amount
TR T’
‘000 ‘000
EE Authorised:
®+-A=+—H Ordinary shares of HKDO.1 each
SREEVETHEBR at 31 December 10,000,000 964,358 10,000,000 964,358
BETRACEER - Ordinary shares, issued and fully paid:
n—A—H At 1 January 1,016,188 97,920 1,016,188 97,920
RIEERET 2 Shares issued under share option
B2 B {500 scheme (iii) - - - -
Wt+=-A=1+—H At 31 December 1,016,188 97,920 1,016,188 97,920
TBEBRF/EAATZEEARAR The holders of ordinary shares are entitled to
ATREIRZRERAER dividends as declared from time to time and
NAIRRARG LERRET are entitled to one vote per share at general
RiE—F - FBEEAER meetings of the Company. All ordinary shares
RARBZRHBEEMS=E rank equally with regard to the Company's
BRIERER - residual assets.

—Z— \EEH Annual Report 2018
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27 EAR -~ il R (4) 27 CAPITAL, RESERVES AND DIVIDENDS

(continued)
(¢) B (5D (¢)  Share capital (continued)
(i) FEE] ARG (ii)  Purchase of own shares

REL-BER(EE) AR
RAEB—RBHETHER
il By 2B AT Bl R B 1R
MERDR - XFEAER
EEREEBRIGAELR
RIEH RS A 2R &t &
B ERE - (FRB R
Befn SRRt 8l — BB
AEBATKRZIETE
B UEXEABARA

R ROw B BB A 8 AT
FoMARNBBRER
BERHABRAREE -

ZIERERESBILNAR
ARERER  BH&Ka
AERME  WRARAA
B RE - ErERAH
BRI RARIEEFARAD ©

(Z27M) APBR72A 7 DaChan Food (Asia) Limited

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.



(BEEEBIN - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

27 EAR -~ Gl BB R (H) 27 CAPITAL, RESERVES AND DIVIDENDS
(continued)
(c) JBeAs (#) (¢) Share capital (continued)
(ii)  HEE H ARG (3E) (ii)  Purchase of own shares (continued)
ZAZFEEE I FF A B ARG Details of these shares repurchased and held by
FIEEFNAT the trust are set out below:
BERAEE R BRA BRRERE
Number of RREEE REEER Cash
£/ shares  Highest price  Lowest price  consideration
Month/year repurchased  paid per share  paid per share paid
B B
HKD HKD
“EEN\EFCA December 2008 548,000 0.85 0.8 427
“EENET-R November 2009 2,222,000 150 143 2,876
ZEEAETCA December 2009 589,000 148 148 764
“Z-TF1A May 2010 945,000 1.51 1.33 1,206
~“T-=F7A May 2013 4,583,000 1.18 1.03 3,957
—“E—=%7A June 2013 497,000 1.09 1.05 432
et Total 9,384,000 9,662
REBRHBRH LB Shares granted to
HE S =L ) employees under
restricted share
award scheme (8,685,500)
ERFTERN Shares held at the end
of the year 698,500

—Z— \EEH Annual Report 2018
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(Expressed in thousands of Renminbi unless otherwise stated)

27 HAR - G BB B (BF) 27 CAPITAL, RESERVES AND DIVIDENDS
(continued)
(¢)  JBAR (5D (¢)  Share capital (continued)
(iii) TR A AR 1 A i i K i (iii)  Terms of unexpired and unexercised share options at
FATEHEIRFENT 1 5K the end of the reporting period

176E(E ZE-N\F —T—+F

Exercise price 2018 2017
BT
HKD

—“T-HE,A+HZ 10 June 2015 to0

—E—\F~A+H 10 June 2018 0.908 - 4,725,000
—ZT—"FXATHZE 10 June 2016 to

—E—\F~A+H 10 June 2018 0.908 - 4,725,000
—Z—+tFxXA+HE  10June 2017 to

—E—\F~A+H 10 June 2018 0.908 - 4,725,000

- 14,175,000

BHERERTEREA Each option entitles the holder to subscribe for
BEMREBARRARNKRE B one ordinary share in the Company. Further
- ZEBRENE—F details of these options are set out in note 25 to
5 15 B 51 B 7 R 3R B R the financial statements.
25 @

KEEm (ZM) BFR2A T DaChan Food (Asia) Limited
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(BEEEBI - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

27 CAPITAL, RESERVES AND DIVIDENDS
(continued)

(@)

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.

—Z— \EF3R Annual Report 2018
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27 HEAR ~ A B B ()

(d) i 2 PR B 3 (%)
(iii) P E
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ERBIREEBETES
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—REEHEEE
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SRR REREBEESE
BREEREF10% DEEZE—
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I -EBESEERENE
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KEEm (ZM) BFR2A T DaChan Food (Asia) Limited

27 CAPITAL, RESERVES AND DIVIDENDS

(continued)

(@

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 B 3 ()

(iv) FES

EXFESERRE R
EBEMBARMBERR &
BMESBER/RNTENE R

AREFENEBEARA
MERELNAAENE
o

(v)  LURG 7B 0809 LT

VAR AR 7 B TE B SN R
ERIRFIRE3(0) (i) WEAR
AR B BT AN & &
BR  ERER TAEE
BEMNRITERERERSE
B I B 1 2R B 0 B R S A
AEENAREE-

Y 23 U

RNRZE—NFF+=_A=+—H"
BRGNS ok
BEAHAANRY1,612,312,000
(ZZ2E—tF:  HARK
1,527,538,000 L) °

pu)

al

(BEEEBI - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

27 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(o)(ii).

Distributability of reserves

At 31 December 2018, the aggregate amount
of reserves available for distribution to equity
shareholders of the Company was approximately

RMB1,612,312,000 (2017: approximately

RMB1,527,538,000).

—Z— \EF3R Annual Report 2018
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27 EAR -~ il R (4) 27 CAPITAL, RESERVES AND DIVIDENDS

(continued)

O HAREH (f)  Capital management

7R £5 [ 1) TR R T 478 48 A e g
BEREENKAREBEERR
RGBT - IEMAER TR ER
i DNEBERARTSEL
AREBORHEER

AEBEER L E RS RERE
HERRERE  AEFHEAER
=R EH ALY R R EEK
FRBRESKREHEZBE R
RIEME < HEUS T - WRE
REBERECHERNREIELH

= o
AREERBEREN L RHOE
EEERREAGEE Bt - &

AEREDEDAE - REFRLH
B R AEEREHRENK
RORBE®E  BITHRKAK

(Z2M) APBR2A 7 DaChan Food (Asia) Limited

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.
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27 CAPITAL, RESERVES AND DIVIDENDS

(continued)

(f) Capital management (continued)

Total liabilities-to-capital ratio at 31 December 2018
and 2017 was as follows:

—B-N\F —Ttf
2018 2017

BB & Current liabilities
JERBEE Non-current liabilities
aERE Total liabilities
REE Total equity

e EHEEARL

/NG L= NSRS Rl
ERAEINE) B AT K

Total liabilities-to-capital ratio

1,211,649 1,537,823
863,540 600,408

2,075,189 2,138,231
1,827,849 1,860,566

1.14 1.15

Neither the Company nor any of its subsidiaries are

subject to externally imposed capital requirements.

28 COMMITMENTS
ARG (a) Capital commitments
RZFE-NF+ZA=+—RH% Capital commitments outstanding at 31 December
ARG EMBMRIELBRENE 2018 not provided for in the consolidated financial
AEPEIT - statements were as follows:
—E-N\E —E—+tF
2018 2017
EEES) Contracted for
—EEEE — Fixed assets 89,145 98,591
— & — Investment - 6,000
BREERTY Authorised but not contracted for
—BE&E — Fixed assets 76,992 246,591
166,137 351,182

—Z— \EHFH Annual Report 2018
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28 7RI (H) 28 COMMITMENTS (continued)
(b) MEBALERYE (b) Operating lease commitments
RZE—N\F+=_A=+—8" At 31 December 2018, the total future minimum lease
R PR AT EH 48 & A A FE T A9 R payments under non-cancellable operating leases are
REARHEE T RBBIT - payable as follows:
—E-N\F —E—tF
2018 2017
—FR Within 1 year 6,276 4,325
—FAEERFUA After 1 year but within 5 years 14,609 12,171
AFLAE After 5 years 74,219 61,286
95,104 77,782
NEBREKLHEYOEESIEY The Group leases a number of properties and land under
B4 HERHAEH A — operating leases. The leases run for an initial period of one to
ER+E - AREHERA K fifty years, with an option to renew the leases when all terms
BRI ETHET o ZEHEAE are renegotiated. None of the leases includes contingent
THRHIARE - rentals.

KEEm (ZM) BFR2A T DaChan Food (Asia) Limited
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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.

MR 1= 4480 3 SURR A1 15 @

FA-EBTIZTNRHERS
BEALRS :

REALTHERE
Name of party

Name and relationship with related parties

During the year, transactions with the following parties

are considered as related party transactions:

ERRE A T WEEIR
Relationships

AR EBR D BRAR)*
Great Wall Enterprise Co., Ltd. ("GWE")

Great Wall International (Holdings) Ltd. (“GWIH")

R RBOKFIBERE R A E*

Great Wall Yung Huo Food (Beijing) Co., Ltd.
("GWYHB")

ZREBRMRHBRAE

Total Nutrition Technologies Co., Ltd. (“TNT")

RUHETRMER AR
Tai Ji Food Co., Ltd. (“TJF")

I REWFHBRAR AT
Beijing Universal Chain Food Co., Ltd. (“BUCF")

AKRm (KE) BRAR*
Great Wall Food (Tianjin) Co., Ltd. (“GWF-TJ")

o Se P UNC]

Ultimate holding company

o iERR A Al
Intermediate holding company

AR E (R RMRRIZRAR]) KK B AR
Subsidiary of GWE, ultimate holding company of
the Company

AR E (AR B REAIER A R]) BT B 2 )
Subsidiary of GWE, ultimate holding company of
the Company

RECRFEE (RN R SLIERAR]) B E A R
Subsidiary of GWE, ultimate holding company of
the Company

AR (KRR BMELERAR) BB A
Subsidiary of GWE, ultimate holding company of
the Company

KRB (ARRHNMERAR]) BB AR

Subsidiary of GWIH, intermediate holding

company of the Company

—Z— \EHFH Annual Report 2018
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29 BHEEALARY) () 29 RELATED PARTY TRANSACTIONS
(continued)
B A - 44 5 5 B B e A\ 1 R A% (a) Name and relationship with related parties (continued)
(%)
BEEALRE EBEEAE A T HIRER

REE

=
2=}

Name of party

Relationships

AKBREmR (KE) BRAA*
DaChan Showa Foods (Tianjin) Co., Ltd. (“DSF")

RECKFEEERM (L) ERAR*

Great Wall FeedTech (Beijing) Co., Ltd. ("GWFT-BJ")

RECKEEERM (XF) BRAR*

Great Wall FeedTech (Tianjin) Co., Ltd. (“GWFT-TJ")

ARRERM (KF) BRAR*

RAEEER (AR RRFRNERAR]) HEB2A
Subsidiary of GWIH, intermediate holding
company of the Company

RBEIRR (AR R NERRA ) KM B A R
Subsidiary of GWIH, intermediate holding
company of the Company

REBIR (AR AW RN IERAT)) KB A A
Subsidiary of GWIH, intermediate holding
company of the Company

REER 2 (AR BRRIZRRE) B8 E R R

DaChan Liangyou Foods (Tianjin) Co., Ltd. (“DLF-TJ") Associate of GWE, ultimate holding company of

ARRREm (L8) BRAR®

DaChan Liangyou Foods (Shanghai) Co., Ltd. (“DLF-

SH")

Marubeni Corporation (“MAR")

Marubeni (Dalian) Co., Ltd. (“MAR-DL")

Hansen Inc.

g57H) ABR2A A DaChan Food (Asia) Limited

the Company

AR E (AR RE BRI A B]) BB E A A
Associate of GWE, ultimate holding company of

the Company

Minority shareholder

Marubeni (2R ) FFT/E A 7]
Subsidiary of Marubeni, minority shareholder

HERELE  BRELE  BRFEERBRR
FEHRRIREEEFH AT

Mr. Han Jia-Hwan, Mr. Han Chia-Yin, Mr. Han
Chia-Yau and Mr. Harn Jia-Chen jointly own

100% interest of Hansen Inc.
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29 RELATED PARTY TRANSACTIONS

(continued)
B A - 44 8 5 B B e A\ 1 R A% (a) Name and relationship with related parties (continued)
(41)
BEALER EHRRE A T HEER

Name of party

Relationships

ANt EZERAR AR
Dacheng Land Development Limited (“DLD")

DaChan (VN) Co., Ltd. (“DVN")

DACHAN (ASIA-PACIFIC) LIM (“DAPL")

REFEKIEEEMERZBR QA
Advent Prosperity Real Estate Development
Co., Ltd. (“APRD")

RSN ERERAT
Beijing Weixi Agriculture Development Co., Ltd.
(BJWX)

SERREEAGR AT
Taiwan International Gene Co., Ltd. (“TIG")

BEAKER (RE) BRAR
Rupp & DaChan Foods (Tianjin) Co., Ltd. (“RDF-TJ)

R B/RSRH mERIEE AR A A
Mengcun Hui Autonomous County Construction
Investment Co., Ltd. (“MCCI")

RYEREER AR AT
Shenzhen Huada Gene Technology Co., Ltd.
("SHGT")

Hansen Inc. (92 & HEBAF]
Wholly-owned subsidiary of Hansen Inc.

B A RIRME R
Subsidiary of an associate

B A TR B A
Subsidiary of an associate

U EpEENGI o) /NG
Associate of a subsidiary

YNNG
Associate of a subsidiary

K /B8 & Rl RO B R 7]

Associate of a subsidiary

i NCIlEo) NG|
Associate of a subsidiary

HBARMKRESE

Investor of a subsidiary

HibRE A+
Other related party

—Z— \EHFH Annual Report 2018
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29 BEALZRY () 29 RELATED PARTY TRANSACTIONS
(continued)
(a) B A A R B A - Bl 4R (a) Name and relationship with related parties (continued)
(41)
BEALER EARRE A T WEAR
Name of party Relationships
BrokRmEHR (tR) ARAR* BRELENBE QA

()

KR Em (EM)

Better Me Food Technology (Beijing) Co., Ltd (“BMFT") Associate of Mr. Han Jia-Hwan

e NEIETBHRBZEHRSE - & The English translation of the company names is for reference
ZERAKETERRNAFR XK only. The official names of these companies are in Chinese.
/j_'\ °
HRMEALRS (b) Significant related party transactions
FABRBEATRZINFEN Particulars of significant related party transactions
N during the year are as follows:
BaE —E-N\E —E—+tF
Note 2018 2017
HEE M Sales of goods 241,482 202,984
HERERE S Purchases of material and goods 23,195 17,881
EERE Management services 211 674
ERHE SRS Rental services provided 742 554
BERE Disposal of assets (i) 10,000 -
2RI T RS Processing services provided 22,556 23,337
(i) RZZE—NF+ZAR  XEEM (i) In December 2018, the Group disposed of the entire equity
BRELAENBEDNTEERR interests in Beijing Sisters Kitchen Food and Beverage
mBEH () BR AR HEILR Management Co., a company established in the PRC, to Better
BIKEEEREEBRADA(— Me Food Technology (Beijing) Co., Ltd, an associate of Mr. Han
MR B R A &) 2 3P AR Jia-Hwan.
-

PR A Al DaChan Food (Asia) Limited
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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:
—E-N\E —E—+F
2018 2017
RS &N Short term employee benefits 6,978 8,465
RIRGETEIMHEFR Retirement scheme contributions 115 124
7,093 8,589

MemmEe st A T8 TR (K
FI6(b)) °

JE VB B e N -k I

RBERR - NREBBFIATRE
AL RS

(@)

Total remuneration was included in “staff costs” (note
6(b)).

Amounts due from related parties

As at the end of the reporting period, the Group had
the following balances with related parties:

FEUE SRR Trade receivables
HAb U GRIA Other receivables

()  BEALHEUESEN
TEER . R B REEFR
—FARYKE - RZF—N
F+-_A=+—R80 L&
HZERAELERNRE
18 o

G S C e B
Note 2018 2017
(i) 49,352 56,163
10,000 -

59,352 56,163

()  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 2018.

—Z— \EHFH Annual Report 2018
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29 BIWALARY (4)

(e)  MEASBHEEA L% ¥

RB|EHRR - AEEFIATRE
&

29

RELATED PARTY TRANSACTIONS
(continued)

(e)

Amounts due to related parties

As at the end of reporting period, the Group had the

A& following balances with related parties:
e —B-NF SFtF
Note 2018 2017
BB SRR Trade payables (i) 2,693 2,044
HAb R FRIE Other payables 46,100 54,100
48,793 56,144

() FBEALHENESERR
TEER - B REHR

—FREN -

() i LI A B e B S 2 i

|

EXFTEETEEA LR SEK
BEX A IFERER D (EE
B EMBAIEI14AE) - LR
A 14AERMEBRATHNES
SWRE[FAERS] — o

KRB (ZEM) BFR2AF 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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30 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

Credit risk refers to the risk that a counterparty will
default on its contractual obligations resulting in a
financial loss to the Group. The Group’s credit risk is
primarily attributable to trade receivables. The Group’s
exposure to credit risk arising from cash and cash
equivalents is limited because the counterparties
are banks and substantially all of the Group's
cash at bank are deposited in the reputable banks
which management assessed the credit risk to be
insignificant.

—Z— \EHFH Annual Report 2018



(BREEEBI - UARKETTZ5)

(Expressed in thousands of Renminbi unless otherwise stated)

30 ik B 4T B 2 S U (A

(a)

RBm (2

1 £2 L B& (%)

TEW B 7 B sk

EHENEERBREEZE
FRERFMERMTE - M
B EITESE R
FERERE  ABXEEDN
R xZERE AN EEE R HEER
BPETERESHTRFES -
R ER - BUE 5 R EE
REHNEERREASEEZAE
PEAREFPHDAIE43% (=

—+F 1 28%)R7.8%(=ZF
—+tF :7.0%) °

W 3 @

EEBBREENMEREFHA
ZZEAANEEE - ZETHE
AR P BERFIAD MR 2
FELEE R BRI AN - WELZE
REPEBENEREEHURER
EEMELERIBNEBER
EWE SRR BRE AEE30E
60 HRE|H - AEE—RKTRE
P UE R @ e

REB M EUE 5 iR B 1R B
BARSNEEFERNRARE
EEBENSETE  HDREE
%EBEEJr% € ZK‘*EE’JJEEE%E?FE’%

T\Iﬁﬁéﬁaﬁi : %E@@ﬁﬁﬂﬁ?ﬁﬁ’\]
ERREENAKRETRERE
MZEE—FED -
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30 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (continued)

(@)

Credit risk (continued)

Trade receivables

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 the reporting period, 4.3%
(2017: 2.8%) and 7.8% (2017:7.0%) of the total
trade receivables and contract assets was due from
the Group's largest customer and the five largest

customers respectively.

Individual credit evaluations are performed on all
customers requiring credit over a certain amount.
These evaluations focus on the customer’s past
history of making payments when due and current
ability to pay, and take into account information
specific to the customer as well as pertaining to
the economic environment in which the customer
operates. Trade receivables are due within 30-60 days
from the date of billing. Normally, the Group does not

obtain collateral from customers.

The Group measures loss allowances for trade
receivables at an amount equal to lifetime ECLs, which
is calculated using a provision matrix. As the Group’s
historical credit loss experience indicates significantly
different loss patterns for different customer
segments, the loss allowance based on past due
status is further distinguished between the Group’s
different customer bases.
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30 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (continued)

(a) Credit risk (continued)

Trade receivables (continued)

The following table provides information about the

Group’s exposure to credit risk and ECLs for trade

receivables as at 31 December 2018.

BRI E
LB Gross EERE
Expected carrying Loss
loss rate amount allowance
% AREFT AREFT
% RMB'000 RMB'000
mE) (RaEE) Current (not past due) 0.9% 159,877 (1,403)
#HI1E180H 1-180 days past due 2.3% 88,569 (2,058)
#HA181£365H 181-365 days past due 38.8% 5,411 (2,102)
B AR A365 H More than 365 days past due 40.0% 7,598 (3,039)
261,455 (8,602)
I B R R B Individually not impaired 54,352 =
&R E Individually impaired 22,334 (22,334)
76,686 (22,334)
338,141 (30,936)

BEHEEXERBE=FNHER
FEBRERIE  YREES
SR U S B A BN © E Al
FR) A A 5 B S % BB 58 7 R AR
BEFTFRACERR =% 2 H
RMEREITRHE -

Expected loss rates are based on actual loss

experience over the past 3 years. These rates are

adjusted to reflect differences between economic

conditions during the period over which the historic

data has been collected, current conditions and

the Group's view of economic conditions over the

expected lives of the receivables.

—Z— \EHFH Annual Report 2018
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30 AR AT BE & A oA (48) 30 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (continued)

(a) fRECHBE (A1) (a) Credit risk (continued)

[5G AR 39 SEIE T HY HEEE

—E-N\F—A—HA A&KE
EERERZEFBERNERBE
BB (RME3e) —ZZT—N\F
—A—BAIEARE) R=Z
—+&F+-_A=+—R8 BKZE
SRR ARY 43,923,000 TE &
TERRE o 1R 5I0 MR E R FE UL

Comparative information under IAS 39

Prior to 1 January 2018, an impairment loss was
recognised only when there was objective evidence
of impairment (see note 3(e) — policy applicable prior
to 1 January 2018). At 31 December 2017, trade
receivables of RMB43,923,000 were determined to be
impaired. The aging analysis of trade debtors that were

not considered to be impaired was as follows:

BRREBRER DT -
—E—+F
2017
AREFT
RMB'000
REEATRARR(E Neither past due nor impaired 306,193
#EAPA30H Less than 30 days past due 59,369
365,562

KRBV TR ARRE Z B R E K
BIOMRAHERLENEFE
7 e

B 81 HIE R R 1B A FE M R SR B AR
SEZEBBERFEETENE
VEFRR - REBELR &
BERAR ARZEEHRNEER
BRWEEBREE  AHEKRDSR
AAIBBRE - MU BARZE
REERMELURE R -

(Z2M) APBR2A 7 DaChan Food (Asia) Limited

Receivables that were neither past due nor impaired
related 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
had a good track record with the Group. Based on past
experience, management believed that no impairment
allowance was necessary in respect of these balances
as there had been no significant change in credit
quality and the balances were still considered fully
recoverable.
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30 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (continued)

(a) Credit risk (continued)

Comparative information under IAS 39 (continued)

Movement in the loss allowance account in respect of

trade receivables during the year is as follows:

—2-NFE Tt

2018 2017
ARBTR  ARMTR
RMB’000 RMB'000

R BB & 5T 42 Rl 553955 Balance at 31 December 2017

HIRZE—F under IAS 39

+Z A=+—H#&s 13,073
e BRI SR E 48] Impact on initial application of IFRS 9

FRBIRE (7T 2(e)() (note 2(e)(i)) -
R—A—B8&ES Balance at 1 January 13,073 13,731
FRE MR Amounts written off during the year (2,358) (3,903)
FREHRREEE Impairment losses recognised during

the year 20,221 3,245

R+ BA=+—H8%&H% Balance at 31 December 30,936 13,073

TRFIEE S ERARREIE T
XE-—HEBAYBERENT
P B8R _F-N\FREERE
ABEIEN o

The increase of fully impaired trade receivables is due from
customers in a separate group who has financial difficulty,
which contributed to the increase in the loss allowances
significantly during 2018.

—Z— \EHFH Annual Report 2018
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30 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (continued)

(b)

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.

The following table details the remaining contractual
maturities at the end of reporting period of the Group's
and the Company’s non-derivative financial liabilities,
which are based on contractual undiscounted cash

RBm (2

) &PBR2 7 DaChan Food (Asia) Limited

H - mBEFEFAE - AERARE flows (including interest payments computed using
HARFEHE)  RAKEKERK contractual rates or, if floating, based on rates current
ARIENHEEE at the end of reporting period) and the earliest date the
Group and the Company can be required to pay:
“E-N\F
2018
BHER

HRRE —ERE —EHE MESLL

MEAR REREE BORME BIREE

Total Within More than More than

BEE  contractual 1 year 1 year 2 years

Carrying undiscounted or on but less but less

amount cash flow demand than2years than 5 years

R Loans 1,135,259 1,187,062 307,151 526,756 353,155

BEGES Trade payables 493,192 493,192 493,192 - -

HAhENFUR Other payables 432,564 432,564 432,564 - -

2,061,015 2,112,818 1,232,907 526,756 353,155
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30 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (continued)

Ot 1Y % 4 LK (A (b) Liquidity risk (continued)
EtF
2017
BHMR
gk —FR —FHE REME
mEEHE REXER BARmE BARAE
Total Within More than More than
REE  contractual 1 year 1 year 2 years
Carrying  undiscounted oron but less but less
amount cash flow demand  than2years  thanbyears
B Loans 900,812 946,109 320,047 204,326 421,736
ERESER Trade payables 701,696 701,696 701,69 S =
Hivfeftzog Other payables 529,459 529,459 529,459 = =
2,131,967 2,177,264 1,551,202 204,326 421,736
3 el B (c) Interest rate risk

e DES T ES-SEENE
o IO BAE R BRI 8
MERABIEAREEERS
R R AR R A S AR

(G
AA

o

Ao B £ R B R
HERBRHIE 24 - REEOLH
ARG SRR ERF RS SR

EREBEHHER o

The Group's interest rate risk arises primarily from
interest-bearing borrowings. Borrowings issued at
variable rates and at fixed rates expose the Group to
cash flow interest rate risk and fair value interest rate
risk respectively.

The interest rates and terms of repayment of
the interest-bearing borrowings of the Group are
disclosed in note 24. The Group's floating interest rate
borrowings are exposed to a risk of change in cash
flows due to changes in interest rates.

—Z— \EHFH Annual Report 2018
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30 AR AT BE & A oA (48) 30 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (continued)

RZZE—NF+=ZA=+—8"
eI =BG, 2 100
ERREMESRETTIENME
BT RNEERTERT R
BEAFRD ENHARE
7,731,789 L (ZE—+tF : AR
#6,798,1027T) « Bt - BRAE
ErRBFarsn  HireEmm
Hih B oW EKZE o

LG RRE DT BRERAN R
FERMEBRREALBFAR
EHGFENTERIETESRT
EFTAENFERRMIED o 1
A9 A 100 18 E B A S 8 B ¥
BEE T —EHRSHFNEHEEA
BB  HMEER-F
—tFHHR -

£ B

REBAB D ELERANEEE
MARBETRS > MAREDT
BEEREBRAING - A RA
REHINERXZRBETEAR
RITHERBEEINE O H M1
BT -

(Z2M) APBR2A 7 DaChan Food (Asia) Limited

(c) AIRMEBE (47) (¢) Interest rate risk (continued)

At 31 December 2018, 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 RMB7,731,789
(2017: RMB6,798,102), 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 2017.

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 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (continued)

(d) Currency risk (continued)
B R I (i)  Exposure to currency risk
3R Bl N 5 B R RS AR The following table details the Group's exposure
AEEBREEXBER at the end of reporting period to currency risk
15 FA A6 B8 & B Th g 1K LA arising from recognised assets or liabilities
NN EEFEMELENE denominated in a currency other than the
BRERRAE  BAHES functional currency of the entity to which they
W AXEBEBEAAR relate. For presentation purposes, the amounts
oE FRREEXR of the exposure are shown in RMB, translated
FEFAEHREERKRE - using the spot rate at the year end date.
HNEEBE 5 R B A (LAAR Exposure to foreign currencies (expressed in
BTIT25) thousands of Renminbi)
—E-N\F
2018

E AR BT

USD RMB HKD
FEUWE SRR Trade receivables - - -
Re B EEY Cash and cash equivalents 10,891 1,874 530
BB SRR Trade payables (50,836) - (6,200)

Interest-bearing

HEEE borrowings - - (82,083)
EHEREEK Net exposure arising
BEEEZFRR from recognised
HIE assets and liabilities (39,945) 1,874 (87,753)

—Z— \EHFH Annual Report 2018
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30 AR AT B R A R A (48) 30 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (continued)

(d) B mUBE (B) (d) Currency risk (continued)
(i)  EHE AR (4E) (i)  Exposure to currency risk (continued)
SN TR 5 [ B g (AN R Exposure to foreign currencies (expressed in
T T25) thousands of Renminbi)
—E—tF
2017

S, AR BT

USsD RMB HKD
FEUE SRR Trade receivables = = -
RENBREEEY Cash and cash equivalents 14,170 7,121 893
JETE SR Trade payables (36,634) - (39,926)

Interest-bearing
FFEEE borrowings = (175,358) =
EHRAEER Net exposure arising
BEESE FER from recognised
HIE assets and liabilities (22,464) (168,237) (39,033)
(ii) R TMT (ii) ~ Sensitivity analysis

TRES - REAEEM The following table indicates the instantaneous
[B\ b RN WS change in the Group's loss or profit after
WEHREAEEARRSE tax (and retained profits) that would arise if
AR AEERZBHE foreign exchange rates to which the Group has
e BEAEERTE significant exposure at the end of reporting
EiE R (RBFRF) period had changed at that date, assuming all
EERE - FUXRED other risk variables remained constant. The
WEREAEERAFENLE sensitivity analysis includes balances between
B MEEHRENER RE Group entities where the denomination of the
KA BB AN T balances is in a currency other than the functional
FHE o currencies of the lender or the borrower.

KEEm (ZM) BFR2A T DaChan Food (Asia) Limited
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30 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (continued)

ERZINDFTR/AEHE
ARIREREBNERE
HOBRBREBERIOEN &
#m - RAOEZ2MER
HEHRE B ABIHE X
BmESARERELSHE

RFERyE -

HRMEDM I RRERE
HERBEWRE LT E
ARAEBERAERTE
EREITETANERRE
BAEE  RAAEEMBEHR
(REEMEX) &5 &
e - pifEERE -
— L FMERF -

(d) Currency risk (continued)
(i) BT (4F) (it)  Sensitivity analysis (continued)
—E-N\F “T—+F
2018 2017
HiREi% HIRHi%
i) it )4
ExtH#/ BEER Ex L/ BB
(TR (7 (TB%) iglZ
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 profits rate
AR RMB 5% (5,327) 5% (3,598)
(5)% 5,327 (5)% 3,598

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 period for
presentation purposes.

The sensitivity analysis assumes that the change
in foreign exchange rates had occurred at the
end of reporting period and had been applied to
each of the Group entities’ exposure to currency
risk for non-derivative financial instruments
in existence at that date, and that all other
variables, in particular interest rates, remain
constant. The analysis is performed on the same
basis for 2017.

—Z— \EF3R Annual Report 2018
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30 4R AT BE & A oA (48) 30 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (continued)

(e) EH5HBE (e) Business risk

ZRER B H R B TS R A dE R B
BEMBERERERESHUR
R BCR AR S e E) - P
BB R RTEH (M SH
RNEREMARMRE - HAt
AEBERRFEER - RIEGTR
BELARS - WEKRHREARE
RETRAEBFTREES] o

AEENHEGEERERNERD
MEREEAROEAR - SER2
EREEHEERHBERELE
KRR E -  AEEERRES
BiEE - WEARDERRER
RBeVER - AimBMEEHE
BARENEF  BERELEE
MEBTEXIERRNTE -

AEBERBERSRSHERNR
I E B R R = E KR - PA
EREEE PR E 2R BRNE
RIR B SR E R o

(Z27M) APBR72A 7 DaChan Food (Asia) Limited

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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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

° 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

° 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 2018, thus no derivative financial
instruments was recognised on balance sheet as
at 31 December 2018.
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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)

(ii)  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 2018 and 2017.

31 ACCOUNTING ESTIMATES AND
JUDGEMENTS

Key sources of estimation uncertainty

Note 23 and note 25(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.

—Z— \EEH Annual Report 2018
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31 ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

Key sources of estimation uncertainty (continued)

(ii)  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.

(iii)  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 Sruk sk A (40) 31 ACCOUNTING ESTIMATES AND

JUDGEMENTS (continued)

At AW 0 e O (A1)

Key sources of estimation uncertainty (continued)

(iv) Priiei (iv)

Income tax

BEMSRAGINAETRS
AR ERIRN HIET - REEE
EFEZEXINRBTE
Wt BN ARE - ZFEX
SRS RIZEMERNE B - A
At RRBEROABEIER] - KB
PR R 1R N AT N B B 2 2R 1)
ERREEHRAEE - ARNZF
BEFET IR B B E R AR R ERR TR
AR AR RB A EE R
R &R - SULEREELH
B e 78 Y 5 R S AE B AR Tt )
ZEIREM - B BRI T EE
% ARSROR K FE SR B0 ) 7T B

ARAREHIREE - RISHER
BIMVELEHREE °

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.
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32 2] i v S8R B R 32 COMPANY-LEVEL STATEMENT OF
FINANCIAL POSITION
Bzt —EBE-N\E T+
Note 2018 2017
FRBEE Non-current assets
RETE A BRI E Investments in subsidiaries 1,762,259 1,627,918
JrE B B R B 7R IE Amounts due from subsidiaries 531,898 506,401

2,294,157 2,134,319

REEE Current assets
At e d R TE Other receivables 838 6,497
JrE B B R B 7R IE Amounts due from subsidiaries 50,359 52,757
BEMREeEEY Cash and cash equivalents 1,924 7,439
s eyees
RBEE Current liabilities
H b eI 58 Other payables 8,304 8,738
SHEEE Interest-bearing borrowings 24,220 68,565
JESRE:E A L3008 Amounts due to related parties 36,770 4,762
... 89294 080
RBEEFE Net current liabilites (16,173)  (15,372)
EEABERREEE Total assets less current liabilities 2277984 | 2,118,947
SERBAE Non-current liabilities
SHEEE Interest-bearing borrowings 567,752 493,489
_....561.71%2 WEEAE
BEEFE Net assets 1,710,232 1,625,458
B K EE Capital and reserves 27(a)
A&7 Share capital 97,920 97,920
G Reserves 1,224,695 1,148,541
BiF&AM Retained profit 387,617 378,997
FEESZAER Total equity 1,710,232 1,625,458

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

COMPARATIVE FIGURES

The Group has initially applied IFRS 15 and IFRS 9 at 1
January 2018. Under the transition methods chosen,
comparative information is not restated. Further details of

the changes in accounting policies are disclosed in note 2(e).

IMMEDIATE AND ULTIMATE HOLDING
COMPANY

At 31 December 2018, 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 2018

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 2018 and which have not been adopted
in these financial statements. These include the following

which may be relevant to the Group.

—Z— \EF3R Annual Report 2018



(BREEEBI - UARKETTE5)

(Expressed in thousands of Renminbi unless otherwise stated)

35

KRB (ZEM) BFR2AF DaChan Food (Asia) Limited

Al R R R T — )\ 4
T+ A=+ BRI
BT ~ B i ) e R R Y TR AE
()

35 POSSIBLE IMPACT OF AMENDMENTS,

NEW STANDARDS AND
INTERPRETATIONS ISSUED BUT NOT
YET EFFECTIVE FOR THE YEAR ENDED
31 DECEMBER 2018 (continued)

ETHBEHHEE
IR SRR A
Effective for
accounting periods
beginning on or after

Bl IS SR 165% - A
IFRS 16, Leases

BRI mERELE S GRBR2IY,  EHWEES TTHE
IFRIC 23, Uncertainty over income tax treatments

ZE-RFEZT - FIRIR BRI RS R FE U
Annual Improvements to IFRSs 2015-2017 Cycle

RERTERIF 285 (IBRIAN) -~ REEL

Amendments to IAS 28, Long-term interest in associates and joint ventures

AEEEFEZEFER  FEARE
BROSEANMEBERERNNTZE -
ESAKEC BRI BR M % ®E LR
FI16E T HE A e HERa M IER
RERBEATE - HHFENE—F
HBR T XAm - HERMBREE
AFE16RMF[ERN LD T - AR
BRI 2 FH A T E R R KA E B AR
BZER - Fih B2 &M it % A&
ZEBRZEXBMAR - MARERE
RERRAEBHE_T—NLFRA
=+ B 1ENEA Z &S AT
AREREA AT E - AEEAFRE
A BREE BRAREEE B
EZENEREARZIBRSE °

B E PR R A e

—E-NF—-H—H
1 January 2019

—E-NEF—H—H
1 January 2019

—F-NF—HA—H
1 January 2019

—E-hF—H—H
1 January 2019

The Group is in the process of making an assessment of
what the impact of these amendments, new standards
and interpretations is expected to be in the period of
initial application. So far the Group has identified some
aspects of IFRS 16 which may have a significant impact
on the consolidated financial statements. Further details
of the expected impacts are discussed below. While the
assessment has been substantially completed for IFRS 16,
the actual impact upon the initial adoption of this standard
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 standard is initially
applied in the Group's interim financial report for the six
months ended 30 June 2019. The Group may also change its
accounting policy elections, including the transition options,
until the standard is initially applied in that financial report.
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35 POSSIBLE IMPACT OF AMENDMENTS,

NEW STANDARDS AND
INTERPRETATIONS ISSUED BUT NOT
YET EFFECTIVE FOR THE YEAR ENDED
31 DECEMBER 2018 (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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35 POSSIBLE IMPACT OF AMENDMENTS,

NEW STANDARDS AND
INTERPRETATIONS ISSUED BUT NOT
YET EFFECTIVE FOR THE YEAR ENDED
31 DECEMBER 2018 (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 statement of profit

or loss over the period of the lease.

IFRS 16 is effective for annual periods beginning on or after
1 January 2019. As allowed by IFRS 16, the Group plans
to use the practical expedient to grandfather the previous
assessment of which existing arrangements are, or contain,
leases. The Group will therefore 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. In addition, the Group
plans to elect the practical expedient for not applying the
new accounting model to short-term leases and leases of

low-value assets.



35

O R R R % — )\ 4
A=+ HaR A A
BT ~ i i ) R R Y TR AE
= ()

I I 5 o Y B 16 9 - LA (450D

7N 5 B 5T 815 12 B R 40 B BR B 7% 3R
XA EI6HEERALETNE R
WA ESNLEER o K
H28b)FTHEE R —NEF+=
A=+—8 A&EEBETAHHELEER
WIBEBTHARFEAENRAEARE
95,104,0007T * K& M A F & X
o R ER AN B R B TS RS 2RI 2516
Sk RZTE—NE—A—HBHAEA&
& RARIEN A A E 2 BTRREE (K
ZRITIRNZE) B H R TAREEA
R¥523BETRARK2IEFET

BRHEREREREEELETER
o REB IR V)4E B A BER B 75
HEEAE16RATIERNEERBL A
ER- AWM LAEFBRRNEHRE
PR AEEE T FRENY
BRRELEATE -

(BEEEBIN - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

35 POSSIBLE IMPACT OF AMENDMENTS,

NEW STANDARDS AND
INTERPRETATIONS ISSUED BUT NOT
YET EFFECTIVE FOR THE YEAR ENDED
31 DECEMBER 2018 (continued)

IFRS 16, Leases (continued)

The Group plans to elect to use the modified retrospective
approach for the adoption of IFRS 16 and will not restate
the comparative information. As disclosed in note 28(b),
at 31 December 2018 the Group's future minimum lease
payments under non-cancellable operating leases amount
to RMB95,104,000, the majority of which is payable in
more than 5 years. Upon the initial adoption of IFRS 16, the
opening balances of lease liabilities and the corresponding
right-of-use assets will be adjusted to RMB52.3 million
and RMB52.3 million respectively, after taking account the

effects of discounting, as at 1 January 2019.

Other than the recognition of lease liabilities and right-of-use
assets, the Group expects that the transition adjustments
to be made upon the initial adoption of IFRS 16 will not be
material. However, the expected changes in accounting
policies as described above could have a material impact on

the Group's financial statement from 2019 onwards.
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DIRECTORS

Executive Directors

Mr. Harn Jia-Chen (Re-designated as an executive Director and
appointed as Chairman with effect from 1 January 2019)

Mr. Han Chia-Yin

Non-executive Directors

Mr. Han Jia-Hwan (Chairman) (Resigned as Chairman and
re-designated as a non-executive Director with effect from
1 January 2019)

Mr. Han Chia-Yau

Mr. Chao Tien-Shin

Independent Non-executive Directors
Mr. Way Yung-Do

Mr. Chen Chih

Mr. Wei Anning

AUDIT COMMITTEE
Mr. Way Yung-Do (Chairman)

Mr. Chen Chih
Mr. Wei Anning

REMUNERATION COMMITTEE
Mr. Wei Anning (Chairman)

Mr. Han Chia-Yau
Mr. Han Jia-Hwan (Resigned with effect from 1 January 2019)

Mr. Way Yung-Do
Mr. Chen Chih
Mr. Harn Jia-Chen

NOMINATION COMMITTEE
Mpr. Chen Chih (Chairman)

Mr. Harn Jia-Chen
Mr. Han Jia-Hwan
Mr. Way Yung-Do
Mr. Wei Anning
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EXECUTIVE COMMITTEE

Mr. Han Jia-Hwan (Chairman) (Resigned with effect from
1 January 2019)

Mr. Harn Jia-Chen

Mr. Han Chia-Yin

Mr. Ou Chang-Jou

Mr. Chang Chin-Pyng

Mr. Jonathan Fang-Tsu Han

Ms. Chen Li-Chin (Chairman) (Resigned with effect from
1 January 2019)

Mr. Lu Shih-Che (Chairman) (Resigned with effect from
1 January 2019)

Mr. Sun Teh Hong

Mr. Hsu Pei Ken

COMPANY SECRETARY
Ms. Cho Yi Ping

LEGAL ADVISER
Wong & Tang Solicitors

Units 2001-2, 2012&2310,
20/F & 23/F, CC Wu Building,
302-308 Hennessy Road,
Wanchai, Hong Kong

AUDITORS
KPMG

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

PRINCIPAL BANKERS
The Hongkong and Shanghai Banking Corporation Limited

1 Queen’s Road Central, Central, Hong Kong

REGISTERED OFFICE

Clifton House, 75 Fort Street, George Town
P.0O. Box 1350, Grand Cayman KY1-1108

Cayman Islands
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KRB (ZEM) BFR2A S DaChan Food (Asia) Limited

PRINCIPAL OFFICE IN HONG KONG
Suite 1806, Tower 1, The Gateway

25 Canton Road, Tsimshatsui, Kowloon, Hong Kong

HEAD OFFICE IN THE PRC
Room 401, 4th Floor, Office Tower C, Vanton Center,

No.6 Chaowai Street, Chaoyang District, Beijing 100020,
China

CAYMAN ISLANDS PRINCIPAL SHARE

REGISTRAR AND TRANSFER OFFICE
Royal Bank of Canada Trust Company

(Cayman) Limited
4th Floor, Royal Bank House
24 Shedden Road, George Town
Grand Cayman KY1-1110
Cayman Islands

HONG KONG BRANCH SHARE
REGISTRAR AND TRANSFER OFFICE

Tricor Investor Services Limited
Level 22, Hopewell Centre

183 Queen’s Road East

Hong Kong
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INVESTOR RELATIONS

For enquiries relating to investor relations, please contact:

Senior Manager of Investor Relations

Tel: +86-10-59047700
Fax:+86-10-69070176

E-mail: investors@dachan.com.cn
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For the year ended 31 December

“E-\F ZZ—+F ZZ-R§ ZT-1f ICZT-ImF

2018 2017 2016 2015 2014

meW A (ARBBEET) Turnover (RMB million) 7,192 8,507 8,124 8,899 11,406

EF(ARBEETL) Gross profit (RMB million) 760 816 755 708 647

EFIE (%) Gross profit margin (%) 10.6 96 9.3 8.00 5.70
FREEF/(B18) Profit/(loss) for the year

(AEEEET) (RMB million) 62 92 117 (111) (94)

B/ (8) % (%) Net profit/(loss) margin (%) 0.86 1.08 1.44 (1.25) (0.82)

ADAIEE NEEER Profit/(loss) attributable to owners of

(BE)AREBER) the Company (RMB million) 13 29 54 (154) (108)
SRAF,/ (F8) Earnings/(loss) per share

—ER(AR¥ET) - basic (RMB) 0.01 0.03 0.05 (0.15) (0.11)

—#E (ARET) - diluted (RMB) 0.01 0.03 0.05 (0.15) (0.11)

R+=A=1+-8
At 31 December

—E-N\§ ZE—+§f ZE-RFE ZT-1F ZTMmF

2018 2017 2016 2015 2014

AREBERT AREBET ARKBERT AREKAERT ARBEET

RMB million RMB million RMB million  RMB million  RMB million

BEFE Net assets 1,828 1,861 1,761 1,705 1,864

EEAE Total assets 3,903 3,999 3,660 3,725 3,928

IR Non-controlling interest 337 319 272 249 261

BERE Total liabilities 2,075 2,138 1,899 2,020 2,064

KBS (ZEM) BFR2AF DaChan Food (Asia) Limited
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