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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” (4k55=1) , "Dr. Nupak” (f#i7i8+) and “TSOS",
and chicken meat and processed foods are mainly sold under the
brands of “Sisters’ Kitchen” (fH#KEE) .

The Group distributes its products through well known domestic
and international chain stores, wet markets, online stores,
distributors, and supermarkets. The Group also maintains “Safe
and Fresh Restaurant” in major cities in the PRC to coordinate
sales and marketing activities. 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 farmer, location
of the chicken farm, the feeds consumed by the animals as well

as the name of the food-processing factories.
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The Group endeavours to develops brand new high 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 its level of customer

services.

VISION

As a company integrating the entire food production chain, from
agricultural source in the upstream, to the food researchers
and manufacturers in the middle 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
along the production chain, including our staff, shareholders,
suppliers, and farmers at the source of production, will be proud
of cooperating with 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 be one of the most respectable companies being

the most supportive of staff development in the Greater China

Region!
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T B 3 COMPETITIVE ADVANTAGES

e TMHBEEBASREINABE o Market leader with high brand publicity

e XBREES —KEFEEXEHBEASX e \Vertically integrated business with highly efficient mode of
TEIBER operation

s EREEEMEEE  URAIBRZRE e  Strict and high standard of quality control and traceability
FSi system

e HREEKBEBMEEFERELEH o Stable and long-standing relationship with nationally and
EZRES internationally renowned customers

e AEFRBEEMAEZRLERMY 7 o Extendable and scalable production capability and facilities in
BRTE BEESERALTHNEZR strategic locations across the PRC, Vietnam and Malaysia
25

e BAERKBEYERWMENEEASR o Experienced and dedicated management team
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For the year ended 31 December 2014

AREFIT —E-FE  ZZT—=F =)
RMB'000 2014 2013 Changes
SN Turnover 11,406,166 11,751,905 2.9%
RARRHEENMN Loss attributable to
! owners of the Company (108,464) (8,730) 1,142.4%
BERE Total assets 3,928,433 3,947,692 0%
BEFE Net assets 1,864,327 1,984,295 6%
FRREAREE Basic loss
(AR¥TT) per share (RMB) (0.11) (0.01) 1,000%
BEAEBELDR(%) Return on total assets (%) -2.38% 0.79% -401%
e (%) Return on equity (%) -5.02% 1.57% -420%
*EEERLE *Gearing ratio 48.0% 41.3% 13%
BREEFE(AREKT) Net assets per share (RMB) 1.85 1.96 6%
* BfEEELE =t BEE TFHEEEFE * Gearing Ratio = Interest bearing debt/Average net assets
KEWAREMR FlR) B R 2
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Continually "strengthen

and deepen” food product
processing operations

Dedicated to developing own brand ”

PR 4

- : BXEITF
i’g ; n Jia- n
i n

‘"Kitchen



BE B BCRFILT

TR -NMFRAKREERN RSN —F
FEIGDPIRIFENE  BEAREZEH
BETREENFEHEBER 5% A
FEP BB ERE S RA - BEPEW
FAREBRZHREREERSH20%-40% -
NETEE KREFENBEFNBER - =8
—ZFMRKEES —T—=FHHIN9
EEARZZE-—MFEHN FERERTBER
BITEPEEEENARNEER K- FH
KFCHEZZT— My RFE 8 REEEHIE - &£
FEEABITERHREEHATEKERNBNH
TEEAMEEEREBNBENELFE - =8
—VIFEENEEHAERERBEAFIUR
HREE - WHER THREREEHIHMZ
A —RERELEH AEEBE_T—H
FHEEMBESRATRAEGHN SR E
HER - BEWISRRL - XFE - hBEHRE
BERAOBRNBEER  BRMUABRRETE
Bz EEN [ERERE ] MRS REH -

M BAVRREIMNEFHOZ RN —
ERFNENARRRBEENTSEEE
ML DI ERE R T A RBEENER - It
Sh - R ERAEHRAHEAR A AT - RATAOH
RETAMGE L mEER ST ISEE R E
FeHAL - AR ERENRIRERN10%  HA
TERENEAEREE THRSERES
MR SRR R TR - BRMESFE
RN FESRRIT 5 EBUSART) o M FE#RE
BRI EHE R A BT E T IR AC SR ©

HERARMEERILANRERLREHNOY
EERBZRTE BEUENERMABEAEE

BRETSHNHEEL —T—=FEMNT10%
BURTMEBERBEXNOD Z—  MHR
HEFBREZHL  HE-FHEKNER
TR - RINBRMEXERFZRNEER

ZZ—NEFHR Annual Report 2014

FRE|E

Chairman'’s Statement

To our shareholders,

2014 proved to be the most difficult year DFA has experienced.
GDP growth rate in China continued to slow down in 2014 and the
sales of instant noodles, a common indicator of general consumer
demand, decreased by 5%. While pork and chicken prices have
reached historical lows, corn prices in China were still 20-40%
higher than global prices, and suppressed the margin of poultry
integration business. Events such as the fast-growing chicken
incident in 2012, the H7N9 outbreak in 2013, and Shanghai OSl's
food safety scandal in 2014 continuously dampened the demand
on broilers in China. Even KFC of China reported losses for the
first time in China during fiscal 2014. The pork and broiler industry
are undergoing difficult, but necessary, supply adjustments that
resulted from industry-wide over-estimation in China’s short-term
demand growth. In the fourth quarter of 2014, chicken meat prices
reached its lowest point in the past five years. The price drop
was against the general price trend before or during the Chinese
New Year holidays. We will continue to face challenges early in
the 2015, and tackle them as effectively as possible. This year,
the middle class population in China exceeded that in the United
States for the first time, providing a great opportunity for our
Sisters’ Kitchen brand whose care value lies at food safety.

In 2014, DFA relied on its diversified external feed product
portfolio, and consistent implementation of the strategy to
increase the proportion of high value products in the poultry and
food integration to compensate the loss of the meat business in
2014. As raw material prices for feeds eased in 2014, DFA’s Dr.
Nupak and Green Knight brands maintained their regional market
dominance and the gross profit in the feed business rose by over
10%. Although China's low pork prices affected demand for highly
efficient, branded feed which raises the weight gain efficiency, we
achieved success in the sow and piglet feed niche market, and
our Vietnam operations enjoyed a record-breaking year in terms of
sales and profits.

While the total revenue of the food business segment decreased
as being strongly affected by the OSI incident in July, the sales
of our domestic professional catering market, which accounts for
one quarter of the revenue of the entire food product business,
grew by 10% in volume compared to 2013. Since the client
structure is diversified, the professional catering market is more
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capable of withstanding the risk caused by any single incident.
We plan to greatly increase the sales proportion of lower priced,
prepared food products to increase the total contribution of
this section. We have transformed several slaughterhouse into
prepared food plants.

In 2014, about 30% of our self-produced raw meat entered into
our high-value sales channels, which includes chilled meat and
processed food under the food safety traceable brands. In 2015,
we will not only increase the organic growth of food products
sales, but also strategically reduce the slaughter capacity so as to
increase the sales volume of our brand products. Following the
success of DaChan in risk aversion by linking the sourcing price
of day-old chicks to market price, this adjustment will further
promote the average selling price of our meat products, and will
enhance the gross profit margin of the food product business and
will help the Group better withstand the risk arising from the rise
of cost and drop of meat prices.

DaChan has a clear strategy, solid management team and a
strong balance sheet. While experiencing a prolonged depression,
we firmly believe that we can take over the control to achieve
breakthrough in the production chain through developing
the consumer market and connects the whole channel
from production to consumption. China is undergoing rapid
restructuring in the agricultural industry and this leads to weak
product prices. However, Taiwan's per capita consumption of
broilers is 20 kilograms, but China’s is only 10 kilograms. This gap
shows the great potential yet untapped in China’s market. Also,
given the its relatively low current price, we expect that broiler
will penetrate further into local dietary habits and increase the
total market size. | sincerely thank all our shareholders of their
continuing support. | believe we are poised for a great turnaround
in the market.

Chairman
Han Jia-Hwan

Hong Kong
March 2015
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—Z-NmEF —E-=F ERaat
2014 2013 % change
RERAN(ARETTT) Turnover (RMB'000) 11,406,166 11,751,905 2.9
EMARETT) Gross profit (RMB'000) 647,411 695,207 -6.9
EME(%) Gross profit margin (%) 5.7 5.9
RABIREEILEE Loss attributable to shareholders
(AREFT) of the Company (RMB'000) (108,464) (8,730) 1,142.4
e ] ECONOMIC OVERVIEW AND STRATEGY
DIRECTION
“E—FFRBELEEKRRRERE - 12K In 2014, as the economy of China grew more slowly as compared
FEIEAFOEBNE @ i 882 with the previous year, and the government continued its stringent
BREBEB O EMTPEREMNEYHE - &Y control over consumption with public funds, frugal spending has
MEREMBEIHE BHEEFHREHEAR become a new norm, which affected the consumption of food
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and beverages. In respect of demand and supply of animal protein
products, whilst sow inventories decreased, the production
of commoditised pork still increased slightly, and thus did not
contribute positively to the price. Pork prices did not recover
throughout the year. Chicken meat prices were incidentally
affected, and plummeted particularly in the 4th quarter. The
pork and chicken meat price did not revive as expected before
the Chinese New Year and caused serious negative effect to
the entire animal protein industry. Under the harsh business
environment in 2014, the Group insisted its investment in food
safety, brand establishment, research and development and talent
training and the yield of investment will certainly translate to
competitive advantages when the market revives. The Shanghai
Fusi food safety incident occurred in July caused concern of
consumers again regarding food safety. The incident showed that
the Group is in the right strategic direction of emphasising food
safety, and led the Group to implement further the strategy of food
productisation and safe brand development.

9
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BUSINESS REVIEW

In 2014, both the turnover and gross profit of the Group slightly
decreased, while expenses increased compared to the previous
year. Due to the low pork prices and intensifying competition,
the external sales volume of feeds in China decreased slightly,
and the average selling prices also decreased along with the raw
material prices and the income decreased as a result. However,
due to the favourable market condition of the raw materials for
feeds and the strengthened distribution channels, both the gross
profit margin and gross profit of external feeds improved. In the
South-east Asia market, external sale of feeds grew remarkably,
the sales volume of the Group's products and market share of the
Group were further enhanced, and the gross profit also greatly
improved. The upstream business of the meat segment had closer
cooperation with the contract farmers and the revenue remained
at the same level as that of the previous year. However, the poor
consumption sentiment towards raw meat and the high supply
of feather chickens led to decrease in meat prices, and caused
the gross profit margin to turn negative. Turnover from processed
food decreased at a more significant rate. Although turnover
and gross profit from professional catering, which was the core
development sector of the Group, continued to grow, since the
sales volume of products to Western fast food chains was weak
as a result of an one-off incident, and export to Japan also faced
keen competition, the sales volume and the gross profit of the
overall process food segment dropped. Compared with 2013,
the Group invested greater resources to establish distribution
channels for its meat products and develop its products and more
proactively implemented the strategy of food productisation and
the marketing expenses increased significantly. Influenced by
all factors above, the Group suffered a significant loss in general
during the year 2014.
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WS MEAT PRODUCT
—E-F —T—=F ERAL
2014 2013 % change
EWA (AREFIT) Turnover (RMB'000) 5,115,684 5,064,118 1.0
T(B)/ FIAREFIT) Gross (loss)/profit (RMB’000) (39,614) 24,648 -260.7
E(B) FIE (%) Gross (loss) profit margin (%) (0.8) 0.5

AmEFENEBEBEEENHEEKERZR
A HERABMBRGZOBHERES - A
MEEERTIBHEERE - NI EFRAN
TR MIRABRBHEFAREARET
%o AERSEERI  FILUARER-

The business of the meat product segment includes the
production and sales of chilled and frozen chicken meat, the
supply of feeds and day-old chicks to contract farmers. The
products of the meat segment were mainly supplied to fast food
restaurants, internal and external food processors, the service
providers for processed food and raw meat wholesale markets.

The production regions of the segment covered Northeast China,
North China and East China.

1"
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BUSINESS REVIEW

In 2014, the price difference between the selling prices of meat
products and the prices of corresponding feeds and day-old chick
raw materials was compressed. Whilst the price of raw materials
of feeds such as soybean meal decreased, the costs of day-
old chicks rose along with the market price, and the meat price
fell sharply in the 4th quarter and reached its 5-year low in late
December after the short rebounce in the 3rd quarter. In response
to such market condition, the Group reinforced its relationship
with the contract farmers, speeded up the development of high-
value distribution channels of meat products and adjusted the
overall production volume. Besides, since the Group adopted
market price strategy for day-old chicks, costs of day-old chicks
were closer to the market prices rather than its production cost.
In 2014, the market price of day-old chicks increased but still fell
below the industrial average production costs. Despite this, since
the market condition of day-old chicks in 2014 was better than
that of 2013, the costs of day-old chick purchased by the Group
increased. In conclusion, although the market condition in the first
half of 2014 was good, it deteriorated again in the 4th quarter. The
deterioration not only directly caused the meat product segment
to suffer greater losses, but also largely reduced the profit of
contract feather chicken as the market price of feather chicken
fell altogether. The gross profit of the meat product segment

decreased by RMB64,262 thousand as compared with the gross
profit of 2013.
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FUTURE STRATEGIES

The continuous deterioration of the industry and the weak
pork price drove down the market of the white meat chicken.
Fortunately, during the year 2014, the meat product segment
continued to insist its major operation strategy of “risk elimination
+ enhancement of breeding and rearing capacity”, which
successfully protected the Group from greater risk exposure.
Specific operational measures implemented by the Group in
concrete terms included: (i) adjusting the contract terms with
day-old chick suppliers according to the Group's judgment on
the trend of the day-old chick market price and signing supply
contracts which allows the acquisition prices to move along
with the market price so as to control the risks caused by the
fluctuation of day-old chick price; (i) assisting contract farmers to
fine tune their equipment and optimise their management and
improving the feeds-and-meat-ratio, so as to enhance the breeding
and rearing efficiency and to achieve win-win cooperation, (iii)
continually enhancing the utility rate of the hatching productivity
and improving the cost control; and (iv) continuing enhancing the
proportion of sales through the valued distribution channels of
chicken meat (including the “Safe and Fresh Shops”, which is
a franchise and direct sales store, of the Group at wet markets
and commercial supermarkets conversion of the chicken meat
of the group to prepared or deeply processed food). To speed
up the enhancement of proportion of sales through the valued
distribution channels, the Group will proactively and flexibly adjust
the volume of electric slaughtering. In addition to reinforcing
the sales effort, the Group will also achieve the goal of profit

maximisation by optimising its productivity.

13
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BEME CRAMNEES) LIVESTOCK FEEDS (FROM EXTERNAL
CUSTOMERS)
—E-ME —T-=F SERHESL
2014 2013 % change
L A (NBREFIT) Turnover (RMB'000)
—rh — China 2,827,347 3,089,777 -8.5%
— i - ERAED — Vietnam and Malaysia 2,094,532 1,798,628 16.5%
A5t Total 4,921,879 4,888,405 0.7%
EM(ARETIT) Gross profit (RMB'000)
— & — China 285,324 255,014 11.9%
—mE - EREE — Vietnam and Malaysia 219,217 184,817 18.6%
A&t Total 504,541 439,831 14.7%
EFE(%) Gross profit margin (%)
—HE — China 10.1 8.3
— i - BRED - Vietnam and Malaysia 10.5 10.3
AFT Total 10.3 9.0
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The turnover of this segment was primarily derived from the
sales of piglet, sow, hog and poultry feeds to customers in China,
Vietnam and Malaysia. Corn and soybean are the primary raw
materials of the Group’s feeds. The brands of the products of the
feed segment are “Dr. Nupak”, “Green Knight” and "TSOS”,
and the production and sales areas of the feed segment covered
Northeast China, North China, Central China, Southwest China and

Southeast Asia overseas.

BUSINESS REVIEW

During the year 2014, the Group's feeds segment achieved
remarkable results in Southeast Asia region and record significant
growth both in terms of turnover and gross profit mainly as a result
of the Group's effective strategy of focusing on the production
of sow and piglet feeds. Meanwhile, the Group capitalised on its
geographical advantage to reinvent its transportation methods so
as to lower its transportation costs. Therefore, feeds factory which
commenced operation in middle Vietnam grew quickly. Besides,
the Group utilised its strength of research and development in
Southeast Asia region and used local raw materials to ensure its
costs advantages, This was also a key factor contributing to the
increase of gross profit of feeds business in the Southeast Asia

region.
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In 2014, the level of gross profit margin of the feeds business
in the PRC increased by 1.8 percent as compared with 2013.
Although the turnover decreased slightly as a result of the
depression in hog market and the competition in the Northeast
region, the aggregate gross profit still recorded double-digit
growth. Due to the proper operation of merchandising strategy,
the costs of corns sourced by the Group were lower than the
market price and brought a cost advantage to the Group. The
recovery of Chinese egg market enabled the Group to capitalise
on its brand advantage in respect of egg or chicken feeds and
achieved the growth in terms of sales price and volume as well as
gross profit. Besides, since the Group positioned sow and piglet
feeds as its marketing and research and development focus in
2014, sales volume of sow feeds, piglet creep and conservation

feeds continued to increase and the sales growth in Southwest

region was particularly prominent.
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FUTURE STRATEGIES

China's pig feeds market has been hit by the continually
depressing pork prices, and the motivation for farmers to replenish
or slaughter pigs was lower than ever. The sale volume of our
feeds with high brand value which could speed up the growth
of pigs was affected. Sow’s breeding stock has been decreased
significantly, the swine rearing industry is expected to rebound
from its trough this year. Under this situation, the Group will
actively consolidate its brand advantage in the Northeast region,
use research and development advantages provided by the
MPT platform, and continue to concentrate on the marketing
and promotion of sow and piglets feeds, and establish the top
brand of sow and piglet feeds in China. Separately, the Group
will continue to identify and select key-value customers, and
provide product, technology and service support and enhance the
loyalty and contribution from key-value customers. In addition, in
response to the Central Government’s promotion for environment
conversation and related policies, the hog zero-ecological-
emission and breeding and rearing organic cycle demonstration
base of the Foresight R&D Centre will offer comprehensive swine

rearing solutions to clients and achieve 100% sustainable rearing.
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mTEN PROCESSED FOOD
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2014 2013 % Change
KEWA (ANRETIT) Turnover (RMB’000)
— R E A — Mainland China 1,065,970 1,333,993 -20.1%
—$n — Export 302,633 465,389 -35.0%
A& Total 1,368,603 1,799,382 -23.9%
EFMAREFT) Gross profit (RMB’000)
— R A — Mainland China 151,128 173,795 -13.0%
—+ 0 — Export 31,356 56,933 -44.9%
= Total 182,484 230,728 -20.9%
EFE(%) Gross profit margin (%)
— B A — Mainland China 14.2 13.0
—HA — Export 10.4 12.2
A&t Total 13.3 12.8
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The processed food business included the production and
distribution of chilled and frozen meat and processed food,
prepared food under the “Sister’s Kitchen” brand, as well as
stewed, pre-fried, steamed and ready-to-eat consumer food.
The processed products of the Group were not only sold in the
PRC market but also exported to overseas markets like Japan.
Customer groups of the processed food segment included
customers at end-consumer markets and professional markets.
Sales channels of the processed food segment were mainly group
catering, bakery, casual catering, international customers, major
customers and retail consumption market. Production and sales
areas of the processed food segment covered Northeast China,
North China, East China, South China, and the inland regions of

Northwest China and Southwest China.
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BUSINESS REVIEW

In 2014, the main reason for poor performance of processed
food segment was the poor sales performance of the Group's
key customers, which resulted in the decrease in the volume of
products supplied by the Group. A food safety incident affecting
the fast-food chains across Asia happened in Shanghai in July.
The incident gave rise to negative influence on business results of
all Western fast food shops and enterprises exporting processed
food, and caused the depression in sales during summer holiday,
which would otherwise have had great sales volume. Affected
by the incident, the sales volume of chicken nuggets, burger and
prepared chicken meat decreased significantly, and the turnover
and the gross profit of the processed food segment decreased
as a result. Also, factors including low product prices in the
domestic PRC market, vicious competition in export, continuing
depreciation of Japanese Yen, greater food export of Thai food
to Japan as a result of the negative response of Japan market in
respect to the China food safety incident and shrinking gross profit
and gross profit margin brought a challenge to processed food
segment. However, professional catering business of the Group in
the PRC, which was the area that the Group focussed to develop
and was the least affected by external environmental risks, still
recorded a double-digit growth in revenue. The growth partly
offset the negative impacts as mentioned above and boosted the
gross profit margin of processed food segment.
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FUTURE STRATEGIES

The Group always emphasise that safety assurance and product
traceability form the core of its brand and is one of the few animal
protein product producers whose products can be traced to the
rearing party. In the future, all departments in the processed food
segment will continue to promote its business with this selling
point and seize the opportunity of China’s concerns over food
safety in order to form its unique brand advantage. The sales
channels of the processed food segment comprise the following
departments:

Professional catering market: the Group will focus on provision
of food products to professional organizations which supply
catering and meal service. The target markets of the professional
catering market are group meals, take away, casual dining and
bakeries, with distributors as the main sales channels. Regions of
operations of the professional catering market are concentrated
on coastal first-tier cities and also include major consumption
cities inland in Mainland China. In 2015, the Group will extend the
growth trend in 2014, concentrate its sales resources on the most
popular existing products, and focus on the development of the
next star products.

The key customers market: the Group will supply customised
products such as chicken nuggets, popcorn chicken and Kantoni
to well-known fast food chains. In 2014, the business segment
continued to implement strategy of focusing on the development
of the Chinese fast-food customer base, and formed a close
relationship with such customers. Proportion of sale to such
customers at present is still less than that of Western fast-food,
however, the key customer section will strengthen its product
research-and-development services and continue to raise the
sales proportion to Chinese fast-food customers, so as to diversify
the risks caused by any one-off incident and obtain the fastest

growing customer resources.
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International market channel: the Group will mainly focus on
steady export of skewers and fried products to Japanese market,
and has greater brand influence and market share in Japan. Our
major customers include Japan's major retail chains and fast-food
chains. In 2014, the Group utilised its advantageous research
and development resources in respect of Japanese products to
develop the customer base in regions like Singapore and Hong
Kong. In 2015, the Group will continue to increase the sales
proportion to customers in new regions to diversify the single-

country risk in Japan, and form a more resilient structure.

The retail consumption and market channels: the Group is directly
facing end-customers, through channels included supermarkets,
convenient stores, the casual food chains, online stores and
groceries. In 2014, the sales of sugar-smoked marinated series
under “Sisters’ Kitchen” and Alashan millet were both stable.
In 2015, sugar-smoked marinated series and Alashan millet of
the Group will be extended to key cities like Dalian and Beijing
etc.. Alashan millet is also supported by well-known people in

the society, and enables the Group to put greater effort in desert

control and its sustainable development.
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FINANCIAL REVIEW:

1)

2)

OTHER OPERATING INCOME AND OPERATING EXPENSES

In 2014, other operating income of the Group amounted to
approximately RMB15,775 thousand (2013: approximately
RMB37,096 thousand) which mainly comprised interest
income and government subsidies. The decrease in other
operating income was mainly due to the decrease in

government subsidies.

In 2014, other net loss of approximately RMB12,513
thousand (2013: approximately RMB6,828 thousand) was
recorded. Other net loss mainly includes other non-operating
net income such as net foreign exchange gain and net gain

and loss on the disposal of fixed assets.

Distribution costs accounted for approximately 3.45% of
total turnover, up from 3.24% compared with 2013.

Administrative expenses accounted for approximately
2.55% of turnover (2013: approximately 2.45%).

LiQuipiTy, FINANCIAL RESOURCES AND CAPITAL STRUCTURE

As at 31 December 2014, the Group’'s cash and bank
deposit balances amounted to approximately RMB459,443
thousand, representing an decrease of approximately
RMB130,683 thousand from 2013. The Group’s bank
loans increased by approximately RMB73,585 thousand to
approximately RMB893,963 thousand (2013: approximately
RMB820,378 thousand). As at 31 December 2014, the
bank loans to equity ratio was approximately 48.0% (2013:
approximately 41.3%). Current ratio was maintained
at a healthy level of approximately 1.80 times (2013:

approximately 1.80 times).
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6)
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3)

4)

5)

6)

7

CAPITAL EXPENDITURE

In 2014, the Group's capital expenditure on the acquisition
of properties, machinery and equipment amounted to
approximately RMB248,653 thousand which was primarily
paid from internal resources and bank borrowings.

EXCHANGE RATE

The Group's business transactions are mainly denominated
in RMB, USD and VND. During the year under review, VND
against RMB depreciated by approximately 0.36% while
RMB against USD depreciated by approximately 1.09%.

INTEREST

In 2014, the Group’s interest expense amounted to
approximately RMB25,746 thousand (2013: approximately
RMB18,822 thousand), representing an increase of
approximately 36.8% from 2013. The increase in interest

expense was primarily due to increase of bank loans.

DiviDENDS

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 2014 (2013: no
distribution).

CHARGE ON ASSETS

As at 31 December 2014, the Group pledged assets
worth approximately RMB30,415 thousand including land,
property, plant and equipment as security against bank
facilities of approximately RMB28,190 thousand, of which
the credit amount of approximately RMB23,056 thousand
had been utilised as at 31 December 2014.
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8)  CapitaL COMMITMENT

As at 31 December 2014, the capital expenditure of the
Group contracted for but not provided in the financial
statements was approximately RMB90,167 thousand
(2013: approximately RMB96,044 thousand) and the
capital expenditure authorised but not contracted for was
approximately RMB52,141 thousand (2013: approximately
RMB102,867 thousand).

EMPLOYEE COMPENSATION AND
TRAINING

As at 31 December 2014, the Group had a total of 13,756
employees (31 December 2013: 14,774). The Group has paid
remuneration to its staff with reference to industry practice, the
financial performance of the Group and the employee’s individual
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
its core competitiveness. With a view to further enhancing their
job skills and industry knowledge, the Group has offered various
training programs to its management staff 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 believes these programs
benefit both itself and its employees. 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 provided to

retain loyal employees.
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As a conscientious and socially responsible food enterprise, the
Group has long been active in participating in public welfare and
environmental protection programs. In 2014, we have donated
RMB 200,000 to Shenzhen Mangrove Wetlands Conservation
Foundation, and RMB100,000 to Chinese Museum of Finance
Foundation (£@IEMEERESE). Furthermore, the Group
and Alxa SEE Public Welfare Association (SEE P& Rz HE)
have reached a strategic cooperation in the joint research and
development as well as operation of the desert millet (A&7
2K) products in Alashan, so as to introduce Alashan’s agricultural
brand products into market, thus promoting the sustainable use of

natural resources in the Alashan area.

Aiming at enhancing Chinese consumer ‘s confidence on food
safety, promoting the reform of the animal protein industry, the
Group is committed to the quality control in the aspects of feeds,
farms and processing, and has pioneered in the development of
a “Direct-to-Farm” animal protein traceability platform, the first
of its kind in China. In September 2014, the platform has a major
upgrade to make it more user-friendly for consumers, and a press
conference was held for the introduction of other traceability
products in addition to chicken meat. Food safety incidents
occurred frequently in China in the past two years, affected the
demand from end-users and caused significant damage to all
sectors of the industrial chain including the enterprises, farmers as
well as consumers. Improving product quality with joint effort of
the entire industry coupling and having adequate communication
with consumers is the only way to make a possible change.
Leveraging on the upgraded traceability platform, the Group
anticipates that other outstanding enterprises would join the
traceability project so as to enable Chinese consumers to be rest
assured of the safety of their food, and bring about the sustainable

development of the food industry.
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The Group believes that, only by enhancing the breeding and
rearing performance of contract farming partners can equip
them with a sustainable competitive advantage. Thus, we have
constantly introduced new technologies and standards to improve
the performance of the contract farmers. In 2014, the Group
proposed new standards on coop modernization for outstanding
farmers, and applied automatic feeding and temperature control
systems, and is currently assisting them to obtain a third-party
credit, fostering the long-term competitive advantage locally by
bringing in the market-based mechanisms.

Using the microalgae in the treatment of manure, Foresight
Research Center of DaChan (R ATHERHY) has presently realized
the vision of zero-emission in breeding and rearing of livestock.
Our core technologies include: 1. Biological green fodder, which
can achieve the best efficiency in biological treatment of manure;
2. Design and construction of a complete resolution for the
treatment of animal wastes; 3. Training for the maintenance of
the microalgae technology biological treatment system; 4. Supply
and continuous optimization of the algae species; 5. Harvest and
utilization of microalgae; 6. Microalgae water secondary cultivation
of fruits and vegetables, the organic economical produce. The
Group will continue to put even greater effort in the research
and development for the sustainable growth of the agricultural

industry.
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DIRECTORS

EXECUTIVE DIRECTORS

Mr. Han Jia-Hwan (385%),
and an executive director of the Company since 2007. He is

aged 59, has been the Chairman

also a member of the remuneration committee and nomination
committee and the Chairman of the executive committee since
2007. He is responsible for the overall corporate strategies,
planning and business development of the Group. 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 one of the Ten Outstanding
Young Persons (+ AL &4 ) in Taiwan in 1994.

Mr. Han received his bachelor degree in business administration
from National Cheng-chi University (B3 BUAAEE) and a master
degree in business administration from the University of Chicago
in 1977 and 1983 respectively. He is a brother of Mr. Han Chia-
Yau, Mr. Harn Jia-Chen and Mr. Han Chia-Yin.

Mr. Han Chia-Yin (83 ), aged 54, has been appointed as the
Chief Executive Officer of the Company, an executive director and
a member of the Executive Committee since 27 October 2011. 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 and is the
controlling shareholder of the Company. He was to 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 degree in Information Engineering & Computer Science
and obtained a master degree in Computer Science from the
University of New Haven in USA. He is a brother of Mr. Han Chia-
Yau, Mr. Harn Jia-Chen and Mr. Han Jia-Hwan.
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NON-EXECUTIVE DIRECTORS

Mr. Chao Tien-Shin(#X £ ), aged 68, has been a non-executive
Director of the Company since 2007 and the chairman and a
director of Qiao Tai Xing Investment Co. Ltd. He is also the
chairman and director of both BURIRERMHBRAF] and F4LE
ARERBIERERMN B AR and a director of The Red Cross
Society of the Republic of China (Taiwan).

Mr. Chao graduated from Tamkang University CA/T KE) with a
bachelor degree in irrigation engineering with extensive business
management experience in both the information technology
industry and traditional industries, such as food and services.

Mr. Han Chia-Yau (323X F) , aged 65, 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 from 1995 to 2001, he was the vice
chairman of the board of directors of Great Wall Enterprise. Since

2001, Mr. Han has been the chairman of Great Wall Enterprise.

Mr. Han obtained a bachelor degree from Chung Yuan Christian
University (X&) and a master 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.
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Mr. Harn Jia-Chen (323X=) , aged 60, has been a non-executive
director of the Company and a member of nomination committee
of the Company since 2007. Mr. Harn is also 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. (KRR (RE)BMR A F]), 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. Gt R AACKFIRBERAF]) . Since
1999, he has been the chairman of the board of directors of Great
Wall Food (Tianjin) Co., Ltd. (K& (KZ)BR A7) . From
1997 to 2006, he was the director of Great Wall Food (Shekou)
Co., Ltd. CREXE R (d80) BBR A 7)) . From 2006 to 2011, he was
the chairman of the board of directors of Great Wall Food (Shekou)
Co., Ltd. Since 2003, he has been the chairman of DaChan Showa
Food (Tianjin) Co., Ltd. (RECFAM R (K)2) BRAF]) . In May
2006, he was elected as the president of Taiwan Asset Enterprise
Association of Tianjin (KET A ERRIEECEHE
2007 to May 2010, he was elected as the vice-chairman of the

). From April

Association of Taiwan Investment Enterprises on the Mainland (&
Bl A ERMEEDEREE). Since May 2010, he has been the
standing vice-president of the Association of Taiwan Investment

Enterprises on the Mainland.

Mr. Harn obtained his master degree in business administration
from the University of New Haven in 1986. He is a brother of Mr.
Han Jia- Hwan, Mr Han Chia-Yin and Mr. Han Chia-Yau.
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Mr. Nicholas William Rosa, aged 62, has been a non-executive
director of the Company since 2007 and is also a director of
Continental Capital Limited and Conti Chia Tai International

Holdings Limited.

Mr. Rosa has been in the agricultural industry, particularly the
poultry business, for over 40 years. He joined the animal feed
division of Continental Grain Company in 1975, and held positions
in credit, marketing and sales management, prior to becoming
vice president and general manager of Wayne Feed Division
in Chicago, lllinois. In 1997, he became the vice president of
International Industries for Continental Grain Company in New
York. He relocated to Beijing, China in 2007 and became the
senior vice president and managing director of ContiAsia division
of Continental Grain Company. Mr. Rosa was the director and
a member of the executive committee of the American Feed
Industry Association from 1997 to 2000 and has served as
Chairman and/or Director in poultry, pork and feed companies in
Eastern Europe and South America.

Mr. Rosa received his bachelor degree in economics in 1974 and
a master degree in business administration in 1975, both from
Arizona State University.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Chen Chih (f§’8), aged 61, has been an independent
non- executive director of the Company, the Chairman of the
nomination committee and a member of the audit committee and
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 (B EELBEBRAR]) since 2009 and China
Nucleon Medical Technology Limited (ff Bl#Z 7 BB Rt EE AR
A @] (now known as Advance Medical Systems Limited(Z %} 88
Z#EBAMRAT])))since 2012,

Mr. Chen received his Ph.D. degree in mechanical engineering
from Lehigh University in 1984.
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Mr. Way Yung-Do (§iKE), aged 70, 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 international accounting
firms in Taiwan and was retired in 2007.

Mr. Way graduated from Soochow University (Taiwan) with a
bachelor degree in accounting and obtained a master 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 (Bf%Z %), aged 52, has been an independent
non-executive director of the Company, the chairman of the
remuneration committee and member of the audit committee
and nomination committee since 31 October 2014. Mr Wei is
the chairman of the board of directors of Shanghai Guwang
Investment Management Limited ( H/EAIEEEEAR A
7)), an independent director of Ningbo Tianbang Joint Stock
Limited (B EXFIRMDBRAR), whose shares are listed on
Shenzhen Stock Exchange (Stock Code: 002124), and Orient
Securities Company Limited (R #E D ERAF]), a director
of Hangzhou United Bank (#71/1{B& #R7T) and Ningxia Farming
Group Company Ltd. He was a director of the Rabobank Group
(Northeast Division) and a member of senior management the
China Region of Fortis Bank S.A./N.V and was an agricultural
economist under the Department of Agricultural and Natural
Resources of the World Bank. He was also the executive vice
president of New Hope Group Gi# 2% E), the president of
Shandong Liuhe Group (IUER/SF%E)and the chairman of
board of directors of Chinwhiz Agribusiness Co, Ltd. (LI 38K
FREEEARAR). 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

Ms. Chen Li-Chin (FR¥8%), aged 57, was appointed as the Chief
Financial Officer of the Company ("CFQO") on 16 February 2009
and was promoted as the Chief Administrative Officer of the
Company on 22 September 2011. On 21 March 2014, Ms.
Chen was appointed as the CFO again. She is a senior vice-
president, and is also a member of the executive committee of
the Company. She is responsible for the Group's overall financial
management, capital planning and allocation, human resources
management, engineering management, procurements and
logistics management, 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. She 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 (4%
M AR AMRAF]), Johnson & Johnson Medical and Siemens

Telecommunication System.

Ms Chen obtained an EMBA degree from National Taiwan

University.

Mr. Ou Chang-Jou (B{&#}), aged 63, joined the Group in
1980. He is the Chief Operation Officer, a senior vice-president
and a member of the Executive Committee of the Company,
and is responsible for the management and operation of the
Global Food Solutions Group. He has accumulated almost 30
years of experience in commodity procurement and trading
business operation between Taiwan and Mainland China and
was responsible for vertically integrated business with soybeans,

wheat, feed and meat processing.

Mr. Ou obtained a bachelor degree in business management from
the National Cheng-Kung University (BI37 BTN AER ) in 1974,
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Mr. Li Jing-Hui (Z5#&), aged 57, joined the Group on 24
October 2011 and was the Company’s Chief Operation Officer.
On 30 October 2014, Mr. Li was appointed as the Chief Strategic
Officer and is responsible for analysis and recommendations for
the national industrial policy and industry competitive strategy,
integration and formulation of development strategy of the Group,
promotion of strategic projects of the Group, formulation of
the price prediction system of overseas and domestic livestock
markets and related risk control, integration and management of
production supply chain of the Group, etc. On 19 March 2015,
Mr. Li was reappointed as the Chief Operation Officer of Poultry
& Value Meat Group. He is also the senior vice president and a
member of the Executive Committee of the Company. Before
joining the Group, Mr. Li was the representative of the 11th
Session of People’s Congress of Qinhuangdao of Hebei Province
and an executive director of China Poultry Association. He also
worked for several famous international corporations such as OSI
Group (Weihai) Poultry Development Co., Ltd. and CP Group. Mr.
Li is the President of China White Feather Broiler Alliance. He has

28 years of experience in the livestock industry.

Mr. Li graduated from Agricultural University of Hebei Handan
branch (now known as Hebei University of Engineering) with a

bachelor degree in livestock in 1982.

Mr. Lu Shih-Che (Et#), aged 55, joined the Group in 2009. He
is the Chief Operation Officer, the vice-president, and a member of
the Executive Committee of the Company, and is responsible for
the management and operation of the Feed and Animal Nutrition
Group. He has over 25 years experience in the fields of animal
nutrition and feed business in Taiwan and the Mainland China.
Mr. Lu has been responsible for the R&D on feeds and sales and

marketing in China market since 2009.

Mr. Lu obtained a master degree in Animal Nutrition from the
National Taiwan University (B3 & /&K 2)in 1986.
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Mr. Chang Yu-Lung (GR¥[£), aged 53, joined the Group in
2000. From 2011 to 2013, he was the Chief Operation Officer of
the Company. On 19 February 2014, Mr. Chang was appointed
as the Chief Controller of the Company and the Chief Officer
of the Process & Performance Group. Since 1 April 2015, Mr.
Chang has been redesignated as the executive consultant of the
Company. He is also the senior vice-president and a member
of the Executive Committee of the Company, responsible for
the internal audit, Information & Process Innovation Center,
corporation procurements and Logistics management. Before
joining the Group, Mr. Chang worked for DaChan Group in Taiwan
and Vietnam and took charge of feed business of Chinese and
South Asian market. He has accumulated over 22-year experience

in feed business.

Mr. Chang graduated from National Central University with a
master’s degree in production economics in 1988.
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INTRODUCTION

The board of directors (the “Board”) of the Company is pleased to
present the Corporate Governance Report for the year ended 31
December 2014.

The Board is committed to enhancing the Group’s corporate
governance standards by enhancing corporate transparency
through effective channels of information disclosure. The
Board believes that good corporate governance is beneficial for
maintaining close relationships and trust with the employees of

the Group, business partners, shareholders and investors.

On 23 March 2012, 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.

CORPORATE GOVERNANCE PRACTICES

Throughout the year ended 31 December 2014, the Company has
complied with the Code Provisions with the following exceptions:

UNDER CODE PROVISION A.6.7, INDEPENDENT NON-EXECUTIVE DIRECTORS
AND OTHER NON-EXECUTIVE DIRECTORS SHOULD ATTEND GENERAL
MEETINGS AND DEVELOP A BALANCED UNDERSTANDING OF THE VIEWS OF THE

SHAREHOLDERS.

Due to other pre-arranged business commitments which must
be attended to by them, Mr. Han Chia-Yau and Mr. Harn Jia-
Chen, being non-executive Directors of the Company and Mr.
Liu Fuchun, being independent non-executive Director of the
Company, were not present at the annual general meeting of the
Company held on 25 June 2014.
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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.

The company secretary of the Company, Ms. Pang Siu Yin,
is a partner of the Company’s legal adviser, Cheung Tong &
Rosa Solicitors. Ms. Pang has been appointed as the company
secretary of the Company since February 2008. The Company has
also assigned a member of the senior management, Ms. Feng
Yuxia, head of legal department of the Company, as the contact
person with Ms. Pang. Information in relation to the performance,
financial position and other major developments and affairs of
the Group (including but not limited to the management monthly
report to the Board) are speedily delivered to Ms. Pang through
the contact person assigned. Given the long-term relationship
between Ms. Pang and the Group, Ms. Pang is very familiar with
the operations of the Group and has an in-depth knowledge of the
management of the Group. Under the present mechanism, Ms.
Pang can get hold of the Group’s development promptly without
material delay and with her expertise and experience, the Board is
confident that having Ms. Pang as the company secretary of the
Company is beneficial to the Group’s compliance with the relevant
Board procedures, applicable laws, rules and regulations.

DIRECTORS

THE BoARD

The Board, led by the chairman of the Board (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.
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ARREE((EF]) EHRTERARILASE The directors of the Company (the “Directors”) meet regularly to

BB R ERIBA BT RBIERRER review the Group's financial and operational performance and to
FTElc RKEHEZH S UEMEFBAST discuss and formulate future development plans. Regular Board
NHEEHESTS SR - meetings are attended by a majority of the Directors in person or

through other electronic means of communication.

RIT—NF  EFFRITUWATHEE - During the year of 2014, the Board held 4 regular meetings.

RBRRAREME  ARFRZZE—NFSA As regard to general meeting, the Company held the annual
ZTHBAERTRRAFAE o general meeting on 25 June 2014,

RZE—NF  ZESLEEEESR LR The attendance records of each Director at the Board meetings

REFAgOLSBNT and the annual general meeting in 2014 are set out below:
[ ED Board General

B=Z Exgea = Directors Meetings Meeting
HTES Executive Directors
BRELE(FE) 4/4 1/1 Mr. Han Jia-Hwan (Chairman) 4/4 1”1
BRELE Mr. Han Chia-Yin

(BEHITE) 4/4 1/1 (Chief Executive Officer) 4/4 11
FHTES Non-Executive Directors
BERFEE 4/4 0/1 Mr. Han Chia-Yau 4/4 0/1
BRRETE 4/4 0/1 Mr. Harn Jia-Chen 4/4 0/1
Nicholas William Rosa 54 3/4 1/1 Mr. Nicholas William Rosa 3/4 m
WRERE 4/4 11 Mr. Chao Tien-Shin 4/4 11
BIUFHITES Independent

Non-Executive Directors

BKELE 4/4 171 Mr. Way Yung-Do 4/4 11
ZIEELE (M) 2/4 01 Mr. Liu Fuchun (Note 1) 2/4 0N
BRakE 4/4 11 Mr. Chen Chih 4/4 "
He®LE (HE2) i i Mr. Wei Anning (Note 2) N/A N/A
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Note:

1. Mr. Liu Fuchun has resigned as an independent non-executive Director, the
chairman of remuneration committee, and member of audit committee and
nomination committee with effect from 31 October 2014.

2. Mr. Wei Anning has been appointed as an independent non-executive

Director, the chairman of remuneration committee, and member of audit

committee and nomination committee with effect from 31 October 2014.

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.

Agenda and 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, were adequately prepared for the meeting, to keep
the Directors abreast 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.

The Board and each Director, upon reasonable request in
appropriate circumstances, 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 Board meetings and audit committee (the “Audit
Committee”), the remuneration committee (the “Remuneration
Committee”) and the nomination committee (the “Nomination
Committee”) meetings of the Company are kept by the Company
Secretary. All of the above minutes record the discussions and
decisions reached by the relevant members in sufficient detail the
matters considered and decisions reached, including any concern
raised by Directors or dissenting views expressed. Any Director
may inspect the minutes at any reasonable time on reasonable
notice.
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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.

According to the current Board practice, any material transaction,
which involves a conflict of interests between a substantial
shareholder of the Company or a Director and the Company,
will be considered and dealt with by the Board at a duly
convened Board meeting with the presence of the independent
non-executive Directors who has no material interest in the
transaction. Directors are abstained from voting and not to be
counted in the quorum at meetings for approving transactions in
which such Directors or any of their associates have a material
interest.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

During the year ended 31 December 2014, the positions of the
Chairman and Chief Executive Officer are held by Mr. Han Jia-
Hwan and Mr. Han Chia-Yin respectively. This arrangement
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 Group.

BoArD COMPOSITION

The Board currently comprises 9 Directors, 2 of whom are
executive Directors, 4 are non-executive Directors and 3 are
independent non-executive Directors. The composition of the
Board is set out as follows:
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Executive Directors
Mr. Han Jia-Hwan (Chairman)
Mr. Han Chia-Yin (Chief Executive Officer)

Non-executive Directors
Mr. Han Chia-Yau

Mr. Harn Jia-Chen

Mr. Nicholas William Rosa
Mr. Chao Tien-Shin

Independent Non-executive Directors
Mr. Way Yung-Do
Mr. Liu Fuchun
(resigned on 31 October 2014)
Mr. Chen Chih
Mr. Wei Anning
(appointed on 31 October 2014)

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

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 “Director and Senior Management” of this annual report

on pages 28 to 35.

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
their 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.
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The Company confirms that year of service of all independent non-

executive directors is less than 9 years.

Save as disclosed in the Directors and senior management profile
of this annual report, there are no relationships (including financial,
business, family or other material or relevant relationships) among
members of the Board, in particular between the Chairman and
the Chief Executive Officer.

The non-executive Directors play an important role on the Board.
Accounting for more than half 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 2014, 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.

APPOINTMENTS, RE-ELECTION AND REMOVAL

Under article 108 of the Company’s article of association and,
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 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.
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Under Code Provision A.4.1, non-executive Directors should be

appointed for a specific term, subject to re-election.

All of the non-executive Directors of the Company were appointed
on a specific term of three years, subject to the re-election or
retirement by rotation requirements pursuant to Code Provision

4.2 of the Company’s Corporate Governance Code.

In accordance with the said provision of the Articles of Association
and Code Provision A.4.2, the following re-election arrangement

was made in the annual general meeting held on 25 June 2014:—

Mr. Chao Tien-Shin, being a non-executive Director, was
re-elected to hold office until the conclusion of the annual

general meeting of the Company to be held in 2017,

o Mr. Han Chia-Yau, being a non-executive Director, was re-
elected to hold office until the conclusion of the annual

general meeting of the Company to be held in 2017,

° Mr. Harn Jia-Chen, being a non-executive Director, was
re-elected to hold office until the conclusion of the annual

general meeting of the Company to be held in 2017,

° Mr. Nicholas William Rosa, being a non-executive Director,
was re-elected to hold office until the conclusion of the
annual general meeting of the Company to be held in 2017,
and

o Mr. Way Yung-Do, being an independent non-executive
Director, was re-elected to hold office until the conclusion
of the annual general meeting of the Company to be held in
2017.

The remaining independent non-executive Director, Mr. Chen Chih
was appointed to hold office until the conclusion of the annual

general meeting to be held in 2015.
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NOMINATION OF DIRECTORS

On 14 September 2007, the Board has established the Nomination
Committee pursuant to the requirements of the Code, 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.

RESPONSIBILITIES OF DIRECTORS

The Company works closely with the newly appointed Directors
both immediately before and after their appointment to acquaint
the newly appointed Directors 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 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 and The Hong Kong Institute of Directors
have been forwarded to each Director for his information and

ready reference.



EEeRRIFNTEFCOABLERETH
E2BE BREETRAREEFESA LE
BB HE - EEENSEHRIRREEER
SEE| 8 BEARAEE AR AIES
WS - R FERERRMERERAE
BR - WENTAERRIARNRANYHE
B ERARANEERALREZEZER
g FMZEEERREZESRER -

EEREZIREARARABEEEARARA
RIS AR RV R R B ARG - ]
iy 4% BR H M) A R A R Sk AR AR (2 B fiL
B HARME AREMERER - K
HERARRRERSEETROEMARAR
skAEAZ BT AT BAAR

EPREFHHATNEREB NERSAE
SABNERER  TRARBEEIRAF
BER EEHARREBEHMIEHORRTY
REHE BIEERZ2REANBNERSE
E-BEEERLFEZEEEH BRRAER
EXZBgg% RRT2EBES(2EH
TEE FATEERBUFATESR)N
FEZHE  THRARZBEFERINRERK
RWEBR -BEEN2RENERECEEE
TEMTHEE -

ZZ—NEFHR Annual Report 2014

ERELQWE

Corporate Governance Report

The Board views that the 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,

Remuneration and Nomination Committee.

The Directors have disclosed to the Company at the time of
their appointment, 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 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/she 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 satisfactory attendance of Board
meetings, general meetings and Board committee meetings
indicates the constant participation of all Directors, including
executive, non-executive and independent 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.
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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

training in compliance with the requirement of the Code on

continuous professional development during the period from 1

January 2014 to 31 December 2014:

Attend
2 seminars/
mite,/ Read briefings/
Ex fEms  fEe BTEE Directors materials  conferences E-learning
HiTES Executive Directors
BRERE(FE) 4 4 4 Mr. Han Jia-Hwan (Chairman) 4
BRERE(EEHTE) 4 4 4 Mr. Han Chia-Yin (Chief Executive Officer) v 4 v
FHTES Non-executive Directors
BRFEE v v v Mr. Han Chia-Yau 4 4 v
BRREE 4 4 4 Mr. Ham Jia-Chen v 4 v
Nicholas William Rosa & v v v Mr. Nicholas Wiliam Rosa 4 4 v
BRERAE 4 4 4 Mr. Chao Tien-Shin v 4 4
BUKHTES Independent
Non-executive Directors
BKERE 4 4 4 Mr. Way Yung-Do v 4 v
REks v v 4 Mr. Liu Fuchun 4 4 4
i ep e 4 4 4 Mr. Chen Chih v 4 v
FREEE 4 4 4 Mr. Wei Anning 4 4 4
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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
2014, 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 2014 are set out on pages 74 to 75 of this annual

report.

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

Company'’s securities.

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.
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On 23 March 2012, the Board has adopted the Director’s
Memorandum in Discharging Director’s Duties (the “Director’s
Memorandum”) setting out, among others, its delegation policy
and reporting procedures to the Directors. The segregation
of duties and responsibilities between the Board and the
management has been clearly defined and provided as in the

Memorandum as the internal guidelines of the company.

The types of decisions which are to be taken by the Board and

reserved for its approval include those relating to:

o corporate and capital structure;

o corporate strategy;

o significant policies affecting the Group as a whole;

o material changes to policies adopted by the Board;

° business plan including major production and marketing

plans, budgets and publication of announcements;

. key financial matters;

° change to the structure, size and composition of the Board,;

o appointment, removal or reappointment of Board members,

senior management and auditors;

o remuneration policy of Directors and senior management;

and

o communication with key stakeholders, including shareholders

and regulatory bodies.
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The types of decisions that the Board has delegated to the

management include:

approving the extension of the Group's activities not in a
material manner into a new geographic location or a new
business;

approving assessing and monitoring the performance of all
business units and ensuring that all necessary corrective

actions have been taken;

approving expenses up to a certain limit;

approving the entering into of any connected transactions

not requiring disclosure under the Listing Rules;

approving the nomination and appointment of personnels
(other than the member of the Board, senior management

and the auditors);

approving press release concerning matters decided by the
Board;

approving any matters related to routine matters or day-
to-day operation of the Group (including cessation of non-

material part of the Group’s business); and

carrying out any other duties as the Board may delegate
from time to time.

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 the
circumstances which management should report back and obtain

prior Board approval.
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The functions reserved to the Board and those delegated to
management have been formalised and are reviewed periodically
to ensure that they remain appropriate.

Directors received the Director's Memorandum adopted on
23 March 2012 and clearly understood the above delegation
arrangements of the Company. The Company has formal letters of
appointment for Directors setting out the key terms and conditions
of their appointment.

BoARD COMMITTEES

The Board has set up 4 Board committees, namely, the
Nomination Committee, the Remuneration Committee, the Audit
Committee and the executive committee of the Company (the
“Executive committee”) to oversee particular aspects of the
Group's affairs.

The Board committees are provided with sufficient resources
to discharge their duties and, upon reasonable request, are
able to seek independent professional advice in appropriate

circumstances, at the Company’s expenses.

Nomination Committee

On 14 September 2007, the Board has established the Nomination
Committee pursuant to the requirements of the Code, 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). The Nomination Committee
currently comprises 1 executive Director, 1 non-executive Director

and 3 independent non-executive Directors, namely:
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Executive Directors
Mr. Han Jia-Hwan

Non-Executive Directors
Mr. Harn Jia-Chen

Independent Non-Executive Directors
Mr. Chen Chih (Chairman)
Mr. Way Yung-Do
Mr. Liu Fuchun
(resigned on 31 October 2014)
Mr. Wei Anning
(appointed on 31 October 2014)

The Nomination Committee is governed by its terms of reference,
which have been revised by the Board 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:

° review and supervise the structure, size and diversity of the
Board at least annually;

o determine and review the policy for nomination of Directors;

° identify qualified individuals to become members of the
Board;

° assess the independence of the independent non-executive
directors;

o make recommendations to the Board on the appointment,
re-appointment and succession planning of directors,
and any proposed change to the Board to implement the

Company'’s corporate strategy
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From 1 January 2014 to 31 December 2014, 1 Nomination
Committee meeting was held on 31 October 2014. The
attendance records of each member of the Nomination

Committee at the said Committee meetings are set out below:

Attendance/Number
HEARE of Meeting(s) held
EEREIT Members of during the tenure
REZEBEHE ZERRE Nomination Committee of membership
BITES Executive Directors
BRELE 0/1 Mr. Han Jia-Hwan 0/1
FHITES Non-executive Directors
BRREIE 11 Mr. Harn Jia-Chen 1/1
BIYFHTES Independent Non-executive Directors
BB LA 1/1 Mr. Way Yung-Do 1/1
EELRE 0/1 Mr. Liu Fuchun 0/1
(BERZ=ZF—FF+H=1+—HEFFF) (resigned on 31 October 2014)
BRIG S HE 1/1 Mr. Chen Chih il
FZE St T Mr. Wei Anning N/A

(BER=F—MFLA=1—HAEZL)

(appointed on 31 October 2014)

REZEERZEB LETUTIE: During the meeting, the Nomination Committee has conducted
the following tasks:
e HEMNRELELEERBUINTE e assessed the suitability of Mr. Wei Anning as an

F VFHZEeXIRLALEREZES

independent non-executive Director, the chairman of

MIRREEENECAEBEME - WEZE Remuneration Committee and member of Audit Committee

EEGLARNLTELE and Nomination Committee and recommended the Board to
appoint Mr. Wei Anning;

s MFAEBBEIENTEFZHEILIM o reviewed the independence of all independent non-

s RIBEFETZRE ARRAK(ERE
B - MBRER) UAREERITR
BEfRERE &

executive Directors;

reviewed the structure, size and composition (including

the skills, knowledge and experience) of the Board and the

necessary time for the Directors to discharge their duties

and responsibilities; and
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° reviewed the diversity of the Board taking into account a
number of factors as set out in the Board Diversity Policy
(details of the Board Diversity Policy are set out in the sub-

section headed “Board Diversity Policy” below).
BoArp DiversiTy PoLicy

The Nomination Committee has adopted a board diversity policy
("Board Diversity Policy”) on 24 October 2013 which sets out its
approach to achieve and maintain diversity on the Board in order
to enhance the effectiveness of the Board. Pursuant to the Board
Diversity Policy, the Company would consider the Directors’
cultural and educational background, relevant experience in the
industry as preferential factors, taking into account the Company’s

own business model and special features of the industry.

The Company recognises the benefits of Board diversity and
endeavours to ensure that the Board has the appropriate balance
and level of skills, experience and perspectives required to support
the execution of its business strategies. The Company seeks to
achieve Board diversity through the consideration of a number of
factors, including but not limited to professional qualifications and
experience, cultural and educational background, gender, age and
length of service. The Company will also take into consideration
factors based on its own business model and specific needs
from time to time in determining the optimum composition of the
Board.

The Nomination Committee has set measurable objectives to
implement the Board Diversity Policy and review such objects
as appropriate to ensure their appropriateness and ascertain the
progress made towards achieving those objectives. The executive
directors will review the Board Diversity Policy, as appropriate, to

ensure its continued effectiveness from time to time.

Despite all the Directors being of the same gender, the
Nomination Committee considers that the current composition
of the Board is characterised by diversity, whether considered in

terms of professional background and skills.
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Remuneration Committee

Remuneration of Directors

The Remuneration Committee was established on 14 September
2007 pursuant to Rule 3.25 of the Listing Rules.

The Remuneration Committee is chaired by on independent non-
executive Director. It now consists of 5 members, the majority of

whom are independent non-executive Directors, namely:

Executive Directors
Mr. Han Jia-Hwan

Non-Executive Directors
Mr. Han Chia-Yau

Independent Non-Executive Directors
Mr. Liu Fuchun (Chairman,
resigned on 31 October 2014)
Mr. Wei Anning (Chairman,
appointed on 31 October 2014)
Mr. Way Yung-Do
Mr. Chen Chih

The Remuneration Committee is governed by its terms of
reference, which have been revised by the Board on 23 March
2012 pursuant to the Code. The terms of reference are made
available on the Company's website www.dfa3999.com and

HKEx's website www.hkex.com.hk.
The primary functions of the Remuneration Committee include:
° to make recommendation to the Board on the Company’s

policy and structure for the remuneration of the Directors

and senior management;
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o to make recommendation to the Board on the establishment

of a formal and transparent procedure for developing policy

on such remuneration;

° to review and approve the performance-based remuneration

by reference to corporate goals and objectives resolved by

the Board from time to time.

During 2014, 1 Remuneration Committee meeting was held on 31

October 2014.

The attendance records of each member of the Remuneration

Committee at the said Committee meetings are set out below:

Attendance/Number
HE RS of Meeting(s) held
EHEA R 84T Members of during the tenure
yMZEEERE ZERERE Remuneration Committee of membership
HITES Executive Directors
BREXE 1/1 Mr. Han Jia-Hwan 1/1
FHTES Non-executive Directors
BERFRA 1/1 Mr. Han Chia-Yau il
BYFBITES Independent Non-executive Directors
EELE(FE ER-ZF—F Mr. Liu Fuchun (Chairman,
+A=+—HEHT) 0/1 resigned on 31 October 2014) 0/1
MNEBhE(FE  ER-F—/F Mr. Wei Anning (Chairman,
+A=+—HEZE) TEA appointed on 31 October 2014) N/A
BAXELAE 1/1 Mr. Way Yung-Do 1/1
BRIA A 11 Mr. Chen Chih 11

FMZERER —T-OFERZTEMAT :

s NRNTEAEZHFMAESSRELE

2 .
EEE

The work performed by the Remuneration Committee during 2014

included the followings:

o made recommendation to the Board in respect of the

remuneration of Mr. Wei Anning;
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o exercised the delegated powers of the Board to determine
the remuneration packages of all executive Directors and
senior management and made recommendation to the

Board on the remuneration of non-executive Directors;

° reviewed the emolument policy and the levels of
remuneration paid to Directors, senior management, and

other employees; and

° revised the retirement policy of the Company.

Audit Committee

The Audit Committee is accountable to the Board and assists
the Board to meet its responsibilities in ensuring an effective and
adequate system is in place for internal controls and to meet 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 currently comprises 3 independent non-
executive Directors, namely Mr. Way Yung-Do, Mr. Chen Chih and
Mr. Wei Anning. The chairman of the Audit Committee, Mr. Way
Yung-Do, is a professional accountant with profound financial and

accounting expertise.

The Audit Committee is governed by its terms of reference, which
have been revised by the Board on 23 March 2012 pursuant
to the Code. 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 meets at least 4 times a year to review the

Company’s quarterly, interim and annual results.
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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 auditors are often present on discussion of

the audit of financial results and audit planning.
The main duties of the Audit Committee include the following:
o review the financial statements and reports;

o review the relationship with the external auditors
by reference to the work performed by the external
auditors, their fees and terms of engagement, and make
recommendation to the Board on the appointment, re-

appointment and removal of external auditors;

o review the Group’s compliance with statutory and regulatory
requirements;

° consider developments in accounting standards and the
effect on the Group;

o review the effectiveness of the system of internal control of
the Group;

° propose to the Board in relation to enhancement of the

internal control system of the Group.

During year 2014, the Audit Committee met 4 times and the
attendance of each member at the Audit Committee meetings is

as follows:
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Attendance/Number
HE RS of Meeting(s) held
EHA R 84T during the tenure
ERZEEEHE MERRE Members of Audit Committee of membership
BXEEE(EE) 4/4 Mr. Way Yung-Do (Chairman) 4/4
BRELE(ER=F—mF Mr. Liu Fuchun (resigned on
TA=+—HEE) 2/4 31 October 2014) 2/4
BRIG S HE 4/4 Mr. Chen Chih 4/4
MNe'EEE(BER-F—F Mr. Wei Anning (appointed on
+A=+—HEZ() TEA 31 October 2014) N/A
EZZEER T -NFHMEETHNIE The work performed by the Audit Committee during 2014 included
BEEEUNTEE consideration of the following matters:

il

the completeness and accuracy of the financial statements

BEESFERZERREHAREN

B
TR

ARRBEBRZ @5t RAIRITE

AR AR EEIESIE M AR EESE

SIS AZ 2R B i AR L B IR B

SN FINSZEBENBTERRN =
T FHERT I

for the year ended 31 December 2013 and the first three
quarters of 2014,

the Company’s compliance with statutory and regulatory

requirements;

developments in accounting standards and the effect on the

Company;

the accounting principles and practices adopted by the
Company;

the internal control reports submitted by the internal audit

department of the Company;

the internal control system and risk management system of
the Company;

the management letter prepared by the external auditors;

the audit fees payable to external auditors, the scope of the
audit for year 2014;
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o recommendations to the Board, for the approval by
shareholders, for the reappointment of Messrs. KPMG as

the external auditors; and

° the aggregate value, pricing policy and other terms of the
continuing connected transactions carried out by the Group
in 2013.

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

of internal audit department and the external auditor.
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 were amended by the Board on 12 March 2010. The terms
of reference are available on the Company’s website at www.
dfa3999.com and HKEx's website at www.hkex.com.hk.

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 consists of no more
than 7 Members, which include executive Directors, the chief
operation officers, the chief financial officer of the Company as
members. The Executive Committee currently comprises the

following members as follows.
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Executive Director
Mr. Han Jia-Hwan (Chairman)
Mr. Han Chia-Yin

Chief Operation Officers
Mr. Ou Chang-Jou

Mr. Li Jing-Hui

Mr. Lu Shih-Che

Chief Financial Officer
Ms. Chen Li-Chin

Chief Controller

Mr. Chang Yu-Lung (redesignated as the executive consultant on

1 April 2015)

The main duties of the Executive Committee include the

following:

o carry out any duties as the Board may delegate from time to

time;

day operation of the Group;

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

corporate governance policy and investor relation policy;

o implement the annual business plan, operating and capital

expenditure budgets of the Company as approved by the

Board;

o implement the strategic plans and long-term objectives as

approved by the Board;

° approve publication of inside information in timely manner if

required by Listing Rules or statutory requirements.

approve any routine matters or matters concerning day-to-
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E@:ﬁ—ﬂiﬁ BERITANRE During 2014, 6 Executive Committee meetings were held and
HmoMEES TEEEEHM the attendance of each member at the Executive Committee
FOERANT meetings is as follows:
Attendance/Number
HE RS of Meeting(s) held
EEA R 84T during the tenure
PITEEERE ZERERE Members of Executive Committee of membership
HITES Executive Directors
BRENE(EE) 6/6 Mr. Han Jia-Hwan (Chairman) 6/6
BRESLA 6/6 Mr. Han Chia-Yin 6/6
HELER Chief Operation Officers
BB A A 6/6 Mr. Ou Chang-Jou 6/6
FRIBEAE 6/6 Mr. Li Jing-Hui 6/6
EE L 6/6 Mr. Lu Shih-Che 6/6
BHEMBE Chief Financial Officer
fRIEZE L4 6/6 Ms. Chen Li-Chin 6/6
HERBZE Chief Controller
RASRE S Mr. Chang Yu-Lung
(BER=ZZE—RHFMA—H (redesignated as the
B TTRER) 6/6 executive consultant on 1 April 2015) 6/6
T E@E’\\ —FHEEITHIE The work completed by the Executive Committee during 2014
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included consideration of the following matters:

o approve any routine matters or matters concerning day-to-

day operation of the Group;

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

corporate governance policy and investor relation policy;

o implement the annual business plan, operating and capital
expenditure budgets of the Company as approved by the
Board; and

o implement the strategic plans and long-term objectives as
approved by the Board.
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ACCOUNTABILITY AND AUDIT

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 Board is responsible for the integrity of financial information.
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 auditors of the Company regarding their
reporting responsibilities on the financial statements of the Group

is set out in the “Independent Auditors’ Report” on page 85.

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
87 to 244 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.
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INTERNAL CONTROLS

The Board is responsible for ensuring that an effective internal
control system is maintained within the Company. The Directors
acknowledge their responsibility to establish, maintain and review
from time to time the effectiveness of the Group's system of
internal controls.

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.

During the year under review, the Directors, with the assistance
of the professional advisers and the Audit Committee, have
conducted annual review on the effectiveness of all material
aspects of the internal control system of the Group, particularly in
respect of the controls on financial, operational, compliance and
risk management, to safeguard shareholders’ investment and the

Group's assets.

After the annual review in 2014, the Board is satisfied with the
adequacy of the system of internal control of the Company and the
adequacy of resources, qualifications and experience of staff of
the Group’s accounting and financial reporting function, and their

training programmes and budget.
AUDITOR’S REMUNERATION

For the year under review, the remuneration paid for services

X feBe BT - provided by the Company's auditors is roughly as follows:
g} Amount
(AR®ETIT) (RMB'000)
EZIR 4,322 Audit services 4,322
EE LR Non-audit services
o WMBER 91 e Tax compliance 91
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COMPANY SECRETARY

The position of Company Secretary is held by Ms. Pang Siu Yin,
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 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.

Since Ms. Pang was appointed in 2008, she has to take no less
than 15 hours of relevant professional training during the year
2014. She has fulfiled the requirement during the year under

review.

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 applicable laws, rules and

regulations.

The Chairman of the Board and chairman of each 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 shareholders’

meetings.
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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
in 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.

SHAREHOLDERS’ RIGHTS

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 holding, at the date of
deposit of the requisition, at least 10% 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.
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MEMORANDUM AND ARTICLES OF ASSOCIATION

During the year under review, no amendment to the
memorandum and articles of association of the Company has
been made.

CONCLUSION

All published information, including all the statutory
announcements, press releases and event calendars, is
promptly posted on the Company’s website at www.dfa3999.
com. Investors can also submit enquiries to the Board or senior
management by sending emails to investment@dachanfoodasia.
com or raised directly 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.
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Report of the Directors

The Board submits the annual report together with the audited

financial statements for the year ended 31 December 2014.

PRINCIPAL ACTIVITIES

The principal activities of the Company are investment holding,
and operation of a highly vertically integrated business model
encompassing feeds production, chicken meat processing and

supply of processed foods through its subsidiaries.

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 15 to the financial

statements.

RESULTS AND APPROPRIATION

The loss of the Group for the year ended 31 December 2014 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 87 to 244.

Loss attributable to owners of the Company of RMB108,464
thousand (2013: RMBS8,730 thousand) have been transferred to
reserves. Other movements in reserves of the Group and of the
Company are set out on page 210 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 2014 (2013: no dividend).
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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 lIslands 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
RMB1,432,000.

FIXED ASSETS

Details of movements in fixed assets during the year are set out
in note 14 to the financial statements.

BANK LOANS AND OVERDRAFT

Particulars of bank loans and overdrafts of the Group as at 31

December 2014 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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DIRECTORS

The Directors of the Company (the “Directors”) during the year

and up to the date of this report were:
EXECUTIVE DIRECTORS:

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

NoN-EXECUTIVE DIRECTORS:

Mr. Chao Tien-Shin

Mr. Han Chia-Yau

Mr. Harn Jia-Chen

Mr. Nicholas William Rosa

INDEPENDENT NON-EXECUTIVE DIRECTORS:

Mr. Chen Chih
Mr. Way Yung-Do
Mr. Liu Fuchun
(resigned on 31 October 2014)
Mr. Wei Anning
(appointed on 31 October 2014)
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DIRECTORS’ SERVICE CONTRACTS

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

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

service contract or the letter of appointment.

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

retiring Directors shall be eligible for re-election.

Accordingly, Mr. Han Jia-Hwan, Mr. Han Chia-Yin, Mr. Chen
Chih shall retire from office by rotation at the conclusion of the
forthcoming AGM.

Further, pursuant to the resolutions of the Board passed on 31
October 2014, the term of office of Mr. Wei Anning shall expire at

the conclusion of the forthcoming AGM:

All of the abovenamed Directors, being eligible, will offer
themselves for re-election at the forthcoming AGM. If re-elected,
the 3-year term of appointment of Mr. Chen Chih will be renewed
from the date of 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.
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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 28 to 35 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

None of the Directors or their associates had a material interest,
either directly or indirectly, in any 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.

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 one 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 staffs and
certain employees, 1,887,000 of which were vested on 15 May
2014, the other 138,000 of which were cancelled due to four
employees’ resignation.

n
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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) to
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) exceeding 2% of
the issued share capital of the Company as at the Adoption Date.

SHARE OPTION SCHEME

The Company operates 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 adoption date (i.e. 14 September 2007),
representing approximately 9.84% of the issued share capital of

the Company as at the date of this annual report.

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

associate abstaining from voting.
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The grant of option shall lapse automatically unless the grantees
confirm their acceptance 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.

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; (i) the average
closing price of the Shares for b business days immediately
preceding the date of the grant of such option; or (iii) the nominal
value of the Share on the date of the grant of such option. The
following share options were granted and outstanding under the
Option Scheme during the year ended 31 December 2014:

RZE-DE &R

RZE-IE =8 BRETRS e

SEEE RIS -A-H EREH QTR EREH ERis =t-8 RiLaH (BfEERMA) (B7)

Name or Asat Granted Exercised Lapsed Cancelled Asat Exercise period of  Exercise price

Category of 1 January during during during during 31 December Date of share options per

Participant 2014 the year the year the year the year 2014 grant (both dates inclusive) Share (HKS)

EEast 900,000 - - - - 900,000 ZF—F14 ZE-CETAZTNBE 1.62
Employees in “t++A ZE-RETAZ A
Aggregate 27-0ct-11 28-Oct-12 t0 27-Oct-15

13
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E-ZT-—NE+-_A=Z+—H ARAES As at 31 December 2014, the interests and short positions of the

REZTHRABERARRISAMEEEE (F Directors and chief executive in the shares, underlying shares and
ERBHRAEGRN(TEHRAEGER])E debentures of the Company or its associated corporations (within
XVE) Bk fn - BEARMND REHPEANE the meaning of Part XV of the Securities and Futures Ordinance
wmMORE - BRARAIREES RS GRS (the “SFO")), as recorded in the register required to be kept by
352 G ETF 2B METE - SiRE LR B the Company pursuant to Section 352 of the SFO, or as otherwise
Mg +ATEl L BT AZESETELRRIN notified to the Company and the Stock Exchange pursuant to the
RXESF A (MRESFAI]) 7B A& AR A7) KBRS Model Code for Securities Transactions by Directors of Listed
FrE s KB ¢ Issuers set out in Appendix 10 to the Listing Rules (“Model

Code”), were as follows:

(a) AARAAZHER -] : (a) INTEREST IN THE COMPANY — LONG PosITIONS:
RERA R NG|
PTEIARFEZ 2RITRA
BEENE FrsEBEREE HERDEE BE 2B EIHL
BARERE Hith#E =
Number of Approximate
underlying % of issued
shares held share capital
Number of under equity of the
Name of Directors ordinary shares held derivatives Total Company
Personal Other
interest interest
HITEFE
Executive Directors:
BRR 344,000 - - 344,000 0.03%
Han Jia-Hwan
#ERE (1) 382,000 200,000 - 582,000 0.06%
Han Chia-Yin (Note 1)
FHITESE -
Non-executive Directors:
HRE (32) - 3,834,000 - 3,834,000 0.38%
Chao Tien-Shin (Note 2)
BRoE 300,000 - - 300,000 0.03%
Chen Chih
KB 300,000 - - 300,000 0.03%

Way Yung-Do
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Notes:

1. Mr. Han Chia-Yin is deemed to be interested in 582,000 shares, of
which 200,000 shares are held by his spouse.

2. Mr. Chao Tien-Shin is deemed to be interested in 3,834,000 shares
comprising (i) 3,534,000 shares are held by Hannibal International
Limited, a subsidiary of CTS Capital Group Limited which is controlled
by Mr. Chao and his spouse and (ii) 300,000 shares are jointly held by
Mr. Chao and his spouse.

INTERESTS IN ASSOCIATED CORPORATION OF THE COMPANY — LONG

PosiTIONS:

EEEHE AR
Benm BETRA
£ 8 RHME Rt R BRIt
Approximate % of
the relevant associated
Name of Name of associated Nature Interests in corporation’s issued
Directors corporations of interest shares held share capital
BRF ARRHEERGBERAR (K1) Bnikn 55,499 0.0075%

Han Chia-Yau Great Wall Enterprise Co. Ltd. (Note 1) Beneficial owner
BER RERBEERDER LA Bakn 59,612 0.0081%

Harn Jia-Chen

BRE

Chao Tien-Shin

(ME2)  AEREREERNDERAF

(Note 2)

Great Wall Enterprise Co. Ltd.

Great Wall Enterprise Co. Ltd.

Beneficial owner

RS AT 9,763,123 1.3258%
IR
Interest of controlled

corporation

75
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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 9,763,123
shares held by Qiao Tai Xing Investment Co. Ltd. controlled by Mr.

Chao and his spouse.

Save as disclosed above, as at 31 December 2014, none of the
Directors and chief executive and their associates had any an
interest or short position in the shares, underlying shares or
debentures of the Company or any of its associated corporations
that was required to be recorded pursuant to Section 352 of the
SFO, or as otherwise notified to the Company and the Stock

Exchange pursuant to the Model Code.

At no time during the year were rights to acquire benefits by
means of acquisition of shares in or debentures of the Company
granted to any director or his spouse or children under 18 years
of age, or were any such rights exercised by them; or was the
Company, or any of its subsidiaries, holding companies or fellow
subsidiaries a party to any arrangement to enable the Directors to

acquire such rights in any other body corporate.

SUBSTANTIAL SHAREHOLDERS OF THE
COMPANY

As at 31 December 2014, 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 of interests required to be kept by the

Company pursuant to Section 336 of the SFO were as follows:
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ARG R LONG POSITIONS IN SHARES OF THE COMPANY:
=g s R EE BABEDHT
Nature of Number of  Approximate
Name interests shares %
Waverley Star Limited B 375,899,946 36.99%
Beneficial interests
TEMEBERIM QR Bt 152,924,906 15.05%
Asia Nutrition Technologies Beneficial interests
Corporation
KRR R BR DA Bt NI £ 528,824,852 52.04%
Great Wall Enterprise Co., Ltd. Interests of controlled corporation
Great Wall International ol N oy 528,824,852 52.04%
(Holdings) Ltd. Interests of controlled corporation
Continental Capital Ltd. EmilEm 60,000,029 5.90%
Beneficial interests
Continental Grain Company g2 NI = E 60,000,029 5.90%
Interests of controlled corporation
Fribourg Grandchildren Family L.P. g2 VNG - £ 60,000,029 5.90%
Interests of controlled corporation
Fribourg Enterprises, LLC EEa NS s 2 60,000,029 5.90%
Interests of controlled corporation
LA Robert Fribourg & EEa NS s 2 60,000,029 5.90%
EmAN—NELF
AA=1+—H{EtE
Declaration of Trust dated Interests of controlled corporation
May 31, 1957, for the
benefit of Robert Fribourg
LA Paul Jules Fribourg A Ed I UNCIR - 5o 60,000,029 5.90%

Z@mAW—NEEEF
AA=+—H{EtE

Declaration of Trust dated
May 31, 1957, for the
benefit of Paul Jules
Fribourg

Interests of controlled corporation

11
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=g EREE Lgny-4= BHED
Nature of Number of  Approximate
Name interests shares %
LA Nadine Louise Fribourg 4 Ak N o - e 60,000,029 5.90%
E@mAN—NELF
TA=+—H{E7ESE
Declaration of Trust dated Interests of controlled corporation
May 31, 1957, for the
benefit of Nadine Louise
Fribourg
LA Charles Arthur Fribourg 4 Ak N o - e 60,000,029 5.90%
E@mAN—NELF
TA=+—H{E7ESE
Declaration of Trust dated Interests of controlled corporation
May 31, 1957, for the
benefit of Charles Arthur
Fribourg
LA Caroline Renee Fribourg 4 SIEHIA R 2 s 60,000,029 5.90%
@A —NR=F
NA+RBETRZE
Trust Agreement Dated Interests of controlled corporation
September 16, 1963,
for the benefit of Caroline
Renee Fribourg
Fribourg Charles Arthur ZEEA 60,000,029 5.90%
Trustee
Sosland Morton Irvin ZEEA 60,000,029 5.90%
Trustee
Fribourg Paul Jules ZEEA 60,000,029 5.90%
Trustee
HEE EniEn 50,978,000 5.02%

Sun Hui Ying

Beneficial interests
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Save as disclosed above, as at 31 December 2014, 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.

CONNECTED TRANSACTIONS

During the year, the Group carried out a number of connected
transactions with the following connected persons (as defined in

the Listing Rules), namely:

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

(2)  Marubeni Corporation (“Marubeni”, being a substantial

shareholder of a non wholly-owned subsidiary of the

Company) and its subsidiaries (being an associate of

Marubeni).

The Group entered into the following connected transactions and
continuing connected transactions (other than those exempted
from the reporting requirements under Rules 14A.73 to 14A.101
of the Listing Rules) during the year ended 31 December 2014:

19
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(b)
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On 6 November 2012, the Group entered into a master
supply agreement (“GWE Master Supply Agreement
(2012)") with Great Wall Enterprise in respect of sale to
the Excluded Group products of the Group and products
manufactured in conformance with the specifications
and requirements specified by the Excluded Group. GWE
Master Supply Agreement (2012) became effective on 1
January 2013. For details of that agreement, please refer
to the announcement of the Company dated 6 November
2012 (the “2012 Announcement”) and the circular of the
Company dated 3 December 2012 (the “2012 Circular”).

During the year, the Group sold products to Great Wall
Enterprise with a total value of RMB210,467 thousand under
the GWE Master Supply (Renewal) Agreement.

On 6 November 2012, the Group entered into a master
purchase agreement (2012) (“GWE Master Purchase
Agreement (2012)") with Great Wall Enterprise in respect
of purchasing from the Excluded Group the products of the
Excluded Group and products manufactured in conformance
with the specifications and requirements specified by the
Group. The GWE Master Purchase Agreement (2012)
became effective on 1 January 2013. For details of that
agreement, please refer to the 2012 Announcement and the
2012 Circular.

During the year, the total procurement from Great Wall
Enterprise by the Group amounted to approximately
RMB 16,205 thousand.
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Pursuant to the trademark licence deed dated 6 November
2012 entered into between the Group and Great Wall
Enterprise (2012) (“Trademarks Licence Deed (2012)"),
Great Wall Enterprise grants to the Group an exclusive and
non-transferable licence to use the trademarks owned by
Great Wall Enterprise, with a right to sub-licence to any of
the subsidiaries of the Group. Trademarks Licence Deed
(2012) was effective on 1 January 2013. For further details
of that deed, please refer to the 2012 Announcement.

During the year, the Group paid a sum of approximately
RMBO as royalties to Great Wall Enterprise.

Pursuant to the master supply agreement (2012) (the “MB
Master Supply Agreement (2012)") dated 6 November 2012
entered into between the Group and Marubeni, the Group
has agreed to sell processed food to Marubeni. The MB
Master Supply Agreement (2012) became effective on 1
January 2013. For details of that agreement, please refer to
the 2012 Announcement and the 2012 Circular.

During the year, the Group sold processed food to Marubeni
with a total value of approximately RMB144,455 thousand.

Pursuant to the master purchase agreement 2012 (the “MB
Master Purchase Agreement (2012)") dated 6 November
2012 entered into between the Group and Marubeni (China)
Co., Ltd (“Marubeni PRC", a company established in the
PRC with limited liability and a subsidiary of Marubeni)
under which the Group has agreed to purchase products
(mainly soybean meal for chicken feeds production)
from Marubeni PRC and its subsidiaries. The MB Master
Purchase Agreement (2012) became effective on 1 January
2013. For details of that agreement, please refer to the 2012
Announcement and the 2012 Circular.

During the year, the Group purchased products from
Marubeni PRC with a total value of approximately RMB4,848
thousand.

81



82

KEEM (ZEM) BPFR2A S DaChan Food (Asia) Limited

EEERE

Report of the Directors

B EXPrEESN  WEARE EWRAAR
AERPRENEMIS

EE=MR - BALAEESIN KRR —H
BT EMRAUFE VAEZRBRRE -

ARRZBUFRITERC R LIRFERS
BRI ()R AEEBEERBEERFL
(i) RER 5B — RE B RTOETT - Y
AEEME  ZEXZNERTBERBILE
= ARG SR A IRE R (i ZFER 52
REABEREZEZIINHRGIET - M
RGIERAFERE  WAFERRRIKRD

BERB R3S o

ARBZZBENE R ETRAIZE 14A .56 F2
REHBEMEXZHETEN  LUEER
HMEEFE (NHEIRND RPN - HERZ
EREMERZ () KAESSHE  (DEX
ZHEBAEERRERIRE  EXEX
7 ERRA R B E ERIET ¢ (I ES
BEARTTEIGRIEE R 50 0GR ETT
Ko (iv) I EEEBE S BT R R A0 LR -

VO BT~ o D de b vl

FAARRASEMBARMERE  HE
HEOIARAR E[ EHES -

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

The Directors confirmed that save as disclosed above, the
Company has complied with the disclosure requirements in

accordance with Chapter 14A of the Listing Rules.

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; (ii) 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 auditors of the Company have 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 the transactions: (i) have
been approved by the Board; (ii) were, in all material respects,
in accordance with the pricing polices of the Group where the
transactions involve the provisions of goods in services by the
Group; (iii) have been entered into, in all material respects,
in accordance with the relevant agreements governing the
transactions; and (iv) have not exceeded the cap disclosed

previously.

PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES

During the year, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company's listed

securities.
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MAJOR CUSTOMERS AND SUPPLIERS

The aggregate sales attributable to the Group’s five largest
customers in 2014 and 2013 accounted for 5.7% and 8.1% of the
total sales of the Group respectively. 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
2013 and 2014.

None of the Directors, their associates or any shareholders
(which to the knowledge of the Directors own more than 5% of
the Company’s share capital) 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. 15 April 2015) , the Company has maintained the
prescribed public float under the Listing Rules.
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TAE B B FIVE YEARS FINANCIAL SUMMARY

REERBTAREMBEEXEREENS A summary of the results and of the assets and liabilities of the
EMEEHNARFRE 2488 © Group for the last five financial years is set out on page 248 of the
annual report.

% B il AUDITORS

E5GEASEBAT - ERA R BIZEAD - KPMG as the Company'’s auditors, will retire and, being eligible,
RN AEREENET - AR E AL offer themselves for re-appointment. A resolution for the re-
BHRITZREBFREG LIB2RER - &5 appointment of KPMG as auditors of the Company is to be
ZEES AV EEET AR A X SR proposed at the forthcoming AGM.

REESY On behalf of the Board

E Han Jia-Hwan

BRE Chairman

5% ZT-RAF=-AZ=+WmAH Hong Kong, 24 March 2015
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Independent auditor’s report to the shareholders of DaChan
Food (Asia) Limited
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of
DaChan Food (Asia) Limited (the “Company”) and its subsidiaries
(hereafter collectively referred to as the “Group”) set out on
pages 87 to 244, which comprise the consolidated and Company
statements of financial position as at 31 December 2014, the
consolidated income statement, the consolidated statement of
comprehensive income, the consolidated statement of changes in
equity and the consolidated cash flow statement for the year then
ended and a summary of significant accounting policies and other
explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation
of consolidated financial statements that give a true and fair view
in accordance with International Financial Reporting Standards
issued by the International Accounting Standards Board 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.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. 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.
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We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’'s preparation of
the consolidated financial statements that give a true and fair view
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 entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by
the directors, as well as evaluating the overall presentation of the
consolidated financial statements.

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

OPINION

In our opinion, the consolidated financial statements give a true
and fair view of the state of affairs of the Company and of the
Group as at 31 December 2014 and of the Group's loss and cash
flows for the year then ended in accordance with International
Financial Reporting Standards and have been properly prepared in
accordance with the disclosure requirements of the Hong Kong
Companies Ordinance.

KPMG

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

Central, Hong Kong

24 March 2015
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Fisx “Z-ImF —T-=f
Note 2014 2013
WA Turnover 4 11,406,166 11,751,905
SHERK A Cost of sales (10,758,755)  (11,056,698)
ER Gross profit 647,411 695,207
EMEEN R BEN Change in fair value of biological
BEDR SR A assets less costs to sell 18 5,292 4,804
BARBEYVPERRER Fair value of agricultural produce
on initial recognition 17(d) 39,348 22,888
FHERREEEM Reversal of fair value of agricultural
MR AR EE produce due to sales and disposals 17(d) (39,109) (22,989)
Hibag A Other operating income 5 15,775 37,096
HiFEx Other net losses 5 (12,513) (6,828)
k=] DN Distribution costs (393,564) (381,145)
IBAX Administrative expenses (290,818) (287,783)
& (B18) Jafl (Loss)/profit from operations (28,178) 61,250
BBRX Finance costs 6(a) (25,746) (18,822)
e AR2 A R &R Share of losses of equity-accounted
investees 16 (1,311) (5,861)
BB AT (B518), A (Loss)/profit before taxation 6 (55,235) 36,567
i Ht Income tax 7 (38,328) (5,498)
FR (EFE),/&wA (Loss)/profit for the year (93,563) 31,069
THIALEER Attributable to:
RARRER Equity shareholders of the Company (108,464) (8,730)
FEE AR RS Non-controlling interests 14,901 39,799
FR(ER),afl (Loss)/profit for the year (93,563) 31,069
BRER Loss per share
—HK - Basic 12 RMB(0.1074)  RMB(0.0086)
— - Diluted 12 RMB(0.1074) RMB(0.0086)
%596 25 244 B RN sE B AAB SRR AR K The notes on pages 96 to 244 form part of these financial

statements.
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For the year ended 31 December 2014 (Expressed in thousands of Renminbi unless otherwise stated)

P sE —ZT—-F —T—=F
Note 2014 2013
FR (FE),5R (Loss)/profit for the year (93,563) 31,069
FRAHMEERE Other comprehensive income
for the year
HIgRI B4 Items that may be reclassified
EEmCIER ¢ subsequently to profit or loss:
BREFINHEB A A Exchange differences on translation
WISk mRE = of financial statements of
overseas subsidiaries 11 (5,987) (20,439)
FREMEEIKE Other comprehensive income
for the year (5,987) (20,439)
FARHEKRBRE Total comprehensive income
for the year (99,550) 10,630
TH AL FES : Attributable to:
ZN/NGi S Equity shareholders of the Company (98,128) (5,425)
FEIERR R Non-controlling interests (1,422) 16,055
FALHEK @A Total comprehensive income
for the year (99,550) 10,630
596 £ 5 244 B WM 5E BRI 1% 2R 3R U AE K The notes on pages 96 to 244 form part of these financial

ok

#5 o statements.
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Bt s —ZT—F —T—=F
Note 2014 2013
FRBEE Non-current assets
EE&E Fixed assets 14
— W - BRE REE — Property, plant and equipment 1,283,687 1,171,853
—TENHEERIE — Lease prepayments 173,231 174,888
RIES ARSI ARMEDR  Interests in equity-accounted investees 16 116,609 118,356
R HEE Deferred tax assets 26(c) 26,621 36,857
HibIEmeh &= Other non-current assets 21,357 =
1,621505 1,501,954
MENEE Current assets
FE Inventories 17 989,102 1,073,219
EYEE Biological assets 18 16,346 11,608
EUE SRR Trade receivables 19 354,586 364,251
H A FEURIE Other receivables 20 486,886 405,976
Al Bl FT1S Income tax recoverable 26(a) 565 558
ReRASEEY Cash and cash equivalents 21 459,443 590,126
2,306,928 2,445,738
mEgE Current liabilities
FE B SRR Trade payables 22 690,470 740,321
HAbER FRIE Other payables 23 468,469 382,364
RITERK Interest-bearing borrowings 24 110,100 212,398
e ETS L Income tax payable 26(a) 10,840 19,975
1,279,879 1,355,058
mENEEFE Net current assets 1,027,049 1,090,680
EEAZBRABE Total assets less current liabilities 2,648,554 2,592,634
5596 2= 55 244 B KM 5 A5 72N B 765 3R A9 4RLBK The notes on pages 96 to 244 form part of these financial

SN o

ok
=
N

statements.

89



K ER (52M) BFR2AE DaChan Food (Asia) Limited

RZZB-—MFE+_A=+—HB (BEHHERI  UARKETTZ5)

At 31 December 2014 (Expressed in thousands of Renminbi unless otherwise stated)

P sE —ZT—-F ZE—=F
Note 2014 2013
FRBEE Non-current liabilities
IRITE Interest-bearing borrowings 24 783,863 607,980
FIEMIBRE Deferred tax liabilities 26 364 359
784,227 608,339
BEEFRE Net assets 1,864,327 1,984,295
B #E Capital and reserves
A&7 Share capital 27(c) 97,396 97,349
i Reserves 27(d) 922,723 910,523
R & A Retained profit 583,036 693,238
KARRRELEREE Total equity attributable to equity
shareholders of the Company 1,603,155 1,701,110
FEERR R Non-controlling interests 261,172 283,185
EmEE Total equity 1,864,327 1,984,295

CHEESN _ZT—AF=A - +MHA#HE Approved and authorised for issue by the board of directors on 24

NIRRT B - March 2015.
BXRE ERE
Han Jia-Hwan Han Chia-Yin
FE HITEFE
Chairman Executive director

596 £ 5 244 B WM 5E BRI 7% 2R 3R B9 AE K The notes on pages 96 to 244 form part of these financial

B - statements.
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Bt s —ZT—F —T—=F
Note 2014 2013
FRBEE Non-current assets
RHTB AR RIRE Investments in subsidiaries 15 1,282,425 1,099,409
mENEE gremeess N0
Hh FEUGRIE Other receivables 20 9,713 10,285
FEU T8 A BIFRIE Amounts due from subsidiaries 827,328 855,379
ReRBEFEY Cash and cash equivalents 21 90,026 103,622
927,067 969,286
=K e 09090
HAb R FRIE Other payables 23 11,772 9,042
FFEER Interest-bearing borrowings 24 - 146,630
FEfSEAE AT RIR Amounts due to related parties 23 319 233
12,091 155,905
RBEERE Net current assets 1 9 14,976813381
EEFERABEE Total assets less current liabilities 2,197,401 1,912,790
FERENEE Non-current liabilities
FFEER Interest-bearing borrowings 24 761,168 605,997
| 761168 el
EEFE Net assets 1,436,233 1,306,793
EARE Capital and reserves
&N Share capital 27(a) 97,914 97,914
] Reserves 27(d) 1,049,123 1,044,746
BIF & Retained profit 289,196 164,133
e AA%E Total equity 1,436,233 1,306,793

KBHEFERN_Z-—RAF=R-_THBEHE

MARRETE -
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96 £ 244 EMMIE AT MK AAEK

BXE
Han Jia-Hwan
FiE
Chairman

statements.

BRE

Han Chia-Yin

HITEF

Executive director

Approved and authorised for issue by the board of directors on 24
March 2015.

The notes on pages 96 to 244 form part of these financial
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For the year ended 31 December 2014 (Expressed in thousands of Renminbi unless otherwise stated)

KAARRES
Attributable to equity shareholders of the Company
HRHAER
i1
Share- FERER
BE REE BERE SRR TR EXRE  beed EFET Non- E&EE

Share  Share Redemption  Merger Statutory Translation payment Retained 23 controlling  Total
capital premium  reserve  reserve reserves reserve reserve  profits  Total interests  equity
(W (a2 (b (MR (B2 (R (o

ik3 ) i) 6 6D ) ()

Note (note  (note  (note  (note  (note  (note (note
) 2l 2l 20 27 27teiv) - 27t)iv)

NZE-WE-R-B&% Balance at 1 January 2014 97349 583393 567 396064 89,761 (160,150) 888 693238 1701110 283,185 1,984,295
ER(BE)/ & (Loss)profit or the year - - - - - - - (108464) (108464 14901  (93563)
Efp2EkE Other comprehensive income 1 - - - - - 103% - - 103% (16328  (5987)
EMRENGLE Total comprehensive income

for the year - - - - - 1033 - (108464) (98128)  (1422)  (99,550)
IWERESHRNRARS  Equity-settled share-based

payment transactions 5 Iy 146 47) - - - (573) - 13 - 13
-1 Appropriations - - - -8 - - 13 - - -
FihEsta Capital contribution fiom

non-controling interests - - - - - - - - - 600 600
SUBMEFRIENRS  Dividends approved inrespect of

the previous year 27b) - - - - - - - - - 91 @1091)
NE-METR Balance at 31 December 2014 9739 584,139 520 396064 91499 (149,814) 35 583,036 1603155 261,172 1,864,327

=Rk

596 £ 5 244 B WM 5E BRI 1% 2R 3R U AE K The notes on pages 96 to 244 form part of these financial
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Consolidated Statement of Changes in Equity
BE-Z-MFE+-A=+—BILEE (BBSEERN  UARBTT25])

For the year ended 31 December 2014 (Expressed in thousands of Renminbi unless otherwise stated)

KATRRER
Attributable to equity shareholders of the Company
WhiaERe
ik
Share- i
RE REEE BORE ARGE ivER  ERBR  besed  BEEH Non- fE&iE

Shere  Share Redemption ~ Merger ~ Statutory Translation  payment  Retained it oontoling Total
capital premium  reseve  resenve  resenves  reseve  resenve  profis  Total interests  equiy
(s (Meo (i (o (kg 0o (W

Hi ) ) A 1)

Note fote (ot  fote  [ote  (ote (ot [note
200 20 270 2 27 20 27

RIZ-ZE-F-AHER Bdancet 1 January 2013 9768 582N B 36064 77904 (1634%5) 1360 718215 1710275 277,803 1,968,078

R (ER) /& (Loss)prfit forthe year - - - B} B} i

(6730 (87300 39799 31,069

Ef2ENE (ther comprehensive income 11 - - - - - 33 - - 3306 (374 (20439
EMREMALE Total comprehensive icome

forheyeer - - ST - S T - 18730 (4B 16085 10630
WEREENRATARS  Equitysettled share-based

payment transactions 5 (33 112 36 - - - W B30 (3740 - 3740
£ Appropriations - - - - 18 - - (18 - - -
SBEERIENRE  Dividends approved inrespect of

he previous year 27b) - - - - - - - - - (10673 (10673)
WE-=E1-f Balance at 31 December 2013 97349 583393 567 396,064 89761 (160,150) 888 693238 1701110 283185 1,984.2%

“t-AKEs

5596 2= 55 244 B KM 5 A5 72N B 765 3R A9 4RLBK The notes on pages 96 to 244 form part of these financial
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For the year ended 31 December 2014 (Expressed in thousands of Renminbi unless otherwise stated)

Pt —E-mEF =%
Note 2014 2013
KETER Operating activities
BRI (B51R), s Al (Loss)/profit before taxation (55,235) 36,567
AT B IRFE - Adjustments for:
—EYEERAAEEN — Change in fair value of biological
SENREERA assets less costs to sell 18 (5,292) (4,804)
—RARBENSERRER — Fair value of agricultural produce
on initial recognition 17(d) (39,348) (22,888)
—~HHEERLERER — Reversal of fair value of agricultural
B A7 EE produce due to sales and disposals 17(d) 39,109 22,989
—EEERAR2RA AEE — Share of losses of
equity-accounted investees 16 1,311 5,861
—HrERE#H - Depreciation and amortisation 14 118,737 127,977
—HEETEEEBEFE - Net loss on disposals of fixed assets 5 9,451 13,961
— BB ZEFREEEFE — Net impairment loss on
trade receivables 19(b) 2,209 7,558
—FEME — Write-down of inventories 17(b) 3,100 45,002
—BEFEME — Reversal of write-down of inventories 17(b) (35,136) (624)
—HMBWA - Interest income 5 (4,636) (7,498)
—FSRHX — Interest expense 6(a) 25,746 18,822
—DEREENBRNI AR S — Equity-settled share-based
payment transactions 6(b) 173 649
—EHEFE - Net foreign exchange gain 5 (460) (7,681)
2EESLPALERERE Operating cash flows before
changes in working capital 59,729 235,891
TEE L Increase in inventories 116,153 (127,405)
EMEERD Decrease in biological assets 554 350
FEWE SERFA N b EEIEIE N Increase in trade and other receivables (77,070) (62,011)
[ENE SRR REMEMNZUBEIM  Increase in trade and other payables 29,480 75,790
RETHRERSE Cash generated from operations 128,846 122,615
B PTER Income tax paid 26(a) (37,101) (14,706)
RETHMSREFE Net cash generated from
operating activites 9 17451 07909 N
5596 = 55 244 B K 5 A 2N B 75 3R RO 4RLBK The notes on pages 96 to 244 form part of these financial
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For the year ended 31 December 2014 (Expressed in thousands of Renminbi unless otherwise stated)
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Pt —Z-mEF ZT—=%
Note 2014 2013
REEH Investing activities
2 HFIE Interest received 4,636 7,498
BEEEBENA Payment for purchases of
fixed assets (257,411) (218,814)
& & B EMSHRIA Proceeds from disposal of
fixed assets 8,041 14,131
P ARZ2RARINIRE Investment in equity-accounted
investees - (71,500)
W HE—FMRB AR - Acquisition of a subsidiary,
MR EIR & net of cash acquired - 1,384
REZHAREFE Net cash used in investing
activities (244,734) (267,301)
METH Financing activities
BFIE Interest paid (25,718) (19,490)
BENKRE Dividends paid 27(b)(ii) (21,191) (10,673)
TG IEFRFT1S 5K IR Proceeds from new borrowings 1,143,842 697,464
EEER Repayment of borrowings (1,070,257) (515,899)
egral el Repurchase of own shares - (4,390)
REEREMSREFHE Net cash generated from
financing activities 26,676 147,012
ReRREEEMRLDFE Net decrease in cash and
cash equivalents (126,313) (12,380)
REAZBRERBESEEY Cash and cash equivalents
at beginning of the year 590,126 610,411
EZE2HNze Effect of foreign exchange
rate changes (4,370) (7,905)
RERZESRRSZEEY Cash and cash equivalents
at the end of the year 21 459,443 590,126
5596 2= 55 244 B KM 5 A5 72N B 765 3R A9 4RLBK The notes on pages 96 to 244 form part of these financial

SN o

ok
=
N

statements.

9%



0

KRS ) BPFR/AF] DaChan Food (Asia) Limited

=l
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(Expressed in thousands of Renminbi unless otherwise stated)
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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 consolidated financial
statements for the year ended 31 December 2014 comprise
the Company and its subsidiaries (collectively referred to
as the “Group” and individually as “Group entities”) and
the Group’s interest in associates and joint ventures. The
Group 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") as 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”).
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(BEERBIN - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

BASIS OF PREPARATION (continued)

(b)

(©)

(@

Basis of measurement

The measurement basis used in the preparation of the
financial statements is the historical cost except that

the following assets:

- derivative financial instruments are measured at

fair value; and

- biological assets are measured at fair value less
costs to sell.

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 financial
statements are presented in Renminbi Yuan (“RMB")
(“presentation currency”). All financial information
presented in RMB has been rounded to the nearest

thousand except when otherwise indicated.

Use of estimates and judgements

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

Actual results may differ from these estimates.

The estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which
the estimates are revised and in any future periods
affected.
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2 BASIS OF PREPARATION (continued)

(@)

Use of estimates and judgements (continued)

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

uncertainty are disclosed in note 32.

Changes in accounting policies

The IASB has issued a number of new IFRSs and
amendments to IFRSs that are first effective for
the current accounting period of the Group and the
Company. Of these, the following developments are

relevant to the Group's financial statements:

- Amendments to IFRS 10, IFRS 12 and IAS 27,

Investment entities

- Amendments to IAS 32, Offsetting financial
assets and financial liabilities

- Amendments to IAS 36, Recoverable amount
disclosures for non-financial assets

- IFRIC 21, Levies

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

accounting period.
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(BEERBIN - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

2 BASIS OF PREPARATION (continued)

(e) Changes in accounting policies (continued)

The impacts of the adoption of new or amended IFRSs

are discussed below:

- Amendments to IFRS 10, IFRS 12 and IAS 27,
Investment entities

The amendments provide consolidation relief to
those parents which qualify to be an investment
entity as defined in the amended IFRS 10.
Investment entities are required to measure their
subsidiaries at fair value through profit or loss.
These amendments do not have an impact on
these financial statements as the Company does

not qualify to be an investment entity.

- Amendments to IAS 32, Offsetting financial

assets and financial liabilities

The amendments to IAS 32 clarify the offsetting
criteria in IAS 32. The amendments do not have
an impact on these financial statements as they
are consistent with the policies already adopted
by the Group.
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BASIS OF PREPARATION (continued)

(e)

Changes in accounting policies (continued)

Amendments to |IAS 36, Recoverable amount

disclosures for non-financial assets

The amendments to IAS 36 modify the
disclosure requirements for impaired non-
financial assets. Among them, the amendments
expand the disclosures required for an impaired
asset or CGU whose recoverable amount is
based on fair value less costs of disposal. The
amendments do not have an impact on these
financial statements, as the Group does not have
an impairment loss or impairment reversal been
recognised for the year ended 31 December
2014; neither does the Group estimate the
assets or CGU's recoverable amount based on

fair value less costs of disposal.

IFRIC 21, Levies

The Interpretation provides guidance on when a
liability to pay a levy imposed by a government
should be recognised. The amendments do not
have an impact on these financial statements
as the guidance is consistent with the Group’s

existing accounting policies.
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(BEERBIN - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES

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

has consistently applied the following accounting policies

to all periods presented in these consolidated financial

statements.

(a) Basis of consolidation

®

Business combinations

The Group accounts for business combinations
using the acquisition method when control
is transferred to the Group (see (a)(iii)). 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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SIGNIFICANT ACCOUNTING POLICIES
(continued)

(@)

Basis of consolidation (continued)

@)

(it)

Business combinations (continued)

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

pre-combination service.

Non-controlling interests

Non-controlling interests are measured at their
proportionate share of the acquiree’s identifiable

net assets at the acquisition date.

Changes in the Group's interest in a subsidiary
that do not result in a loss of control are

accounted for as equity transactions.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

(@)

Basis of consolidation (continued)

(iii)  Subsidiaries

()

Subsidiaries are entities controlled by the
Group. The Group controls an entity when it is
exposed to, 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. The financial statements
of subsidiaries are included in the consolidated
financial statements from the date on which
control commences until the date that control
ceases. The accounting policies of subsidiaries
have been changed when necessary to align
them with the policies adopted by the Group.
Losses applicable to the non-controlling interests
in a subsidiary are allocated to the non-controlling
interests even if doing so causes the non-

controlling interests to have a deficit balance.

Loss of control

When the Group loses control over a subsidiary,
it derecognises the assets and liabilities of
the subsidiary, and any related non-controlling
interests and other components of equity. Any
resulting gain or loss is recognised in income
statement. Any interest retained in the former
subsidiary is measured at fair value when control

is lost.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

(@)

Basis of consolidation (continued)

)

Interests in equity-accounted investees

The Group’s interests in equity-accounted
investees comprise interests in associates and

joint ventures.

Associates are those entities in which the Group
has significant influence, but not control or
joint control, over their management, including
participation in the financial and operating
policy decisions. Joint ventures are those
arrangements whereby the Group and other
parties contractually agree to share control of the
arrangements, and have rights to the net assets

of the arrangements.

Interests in associates and joint ventures
are accounted for using the equity method.
They are recognised initially at cost, which
includes transaction costs. Subsequent to
initial recognition, the consolidated financial
statements include the Group’s share of the
profit or loss and other comprehensive income
of equity accounted investees, until the date
on which significant influence or joint control

ceases.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

(@)

Basis of consolidation (continued)

)

vi)

Interests in equity-accounted investees (continued)

When the Group's share of losses exceeds its
interest in an equity-accounted investee, 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.

In the Company’s statement of financial position,
interests in equity-accounted investees are
stated at cost less impairment losses (see note
3(e)).

Transactions eliminated on consolidation

Intra-group balances and transactions, and
any unrealised income and expenses arising
from intra-group transactions, are eliminated.
Unrealised gains arising from transactions with
equity-accounted investees are eliminated
against the investment to the extent of the
Group's interest in the investee. Unrealised
losses are eliminated in the same way as
unrealised gains, but only to the extent that there

is no evidence of impairment.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

(b)

Property, plant and equipment

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

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

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

constructed assets includes the following:

- the cost of materials and direct labour;

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

- when the Group has an obligation to remove
the asset or restore the site, an estimate of the
costs of dismantling and removing the items and

restoring the site on which they are located; and

- capitalised borrowing costs (see note 3(t)).

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

Subsequent expenditure is capitalised only when it is
probable that the future economic benefits associated

with the expenditure will flow to the Group.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

(b)

Property, plant and equipment (continued)

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

Buildings 20 years
Plant and machinery 10 years
Furniture, fittings and equipment 5 years
Motor vehicles 5 years

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

reviewed annually.

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

relevant authorities.

107



108 xri&F (ZM) BFR2AE DaChan Food (Asia) Limited

(BEEEBIN - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

3 BEEHEOR (8)

(b) Pk > W Bt i ()

TR AR Al EHEE B i
Z BRI NEHRAERIATE o

(c) A

11 6= B 32 7% 22 HE IS 8 1 155 E A
ERFEEEZEINIER—ANL
ZHRNRZER  ZRF(BRE
—HEXZEXS)AREERE
RHEEER - BRRETIRELR
BEe NEMRHE - TR ARLH
EBNERBER AL °

BEHERRBBAB O HEE
R Em RS R T AEAR - B
HoBRRERESE  EHMHE
AN BEREETHE -

(i)  ALEEERHFAN

KEKLENZHES WA
RABENBARERE
BRRKLEHEE - HEE R
THREHEZNFEE
RAGFAHEEEZ RE
B YREHREZRER
ERER ©

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(b)

Property, plant and equipment (continued)

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

intended use.

Lease

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

lease.

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

leases are classified as operating leases.

(i)  The Group as lessor

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

(©)

(@

Lease (continued)

(i)  The Group as leasee

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

Lease prepayments

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

impairment losses (see note 3(e)).

109



110 XxF&F (EM) BFR2AE DaChan Food (Asia) Limited

(BEEEBIN - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

3 EEAEHEOR (8) 3 SIGNIFICANT ACCOUNTING POLICIES
(continued)
(e) WM (¢) Impairment of assets
(i) JEY B 5 B s e Al I e (i)  Impairment of trade and other receivables

S It (e

NEE R G E RS B A Trade and other receivables that are stated at

& A E B R A AR B4 8 cost or amortised cost are reviewed at the end

B AR A BR B9 FE UL 5 BR 5K of each reporting period to determine whether

K H U FRIE - DORTE there is objective evidence of impairment.

EEAEHHNRERE - Objective evidence of impairment includes

BEZEBIEEEEAT observable data that comes to the attention of

H5|RAEE @Bk the Group about one or more of the following

ZEEBEFEZEBY loss events:

% -

— EBABLEEAMEK —  significant financial difficulty of the debtor;
R

— BB ABAREKESK — it becoming probable that the debtor
EITHMBPEEAR will enter bankruptcy or other financial
54 reorganisation; and

— By i KK - significant changes in the technological,
ERRIBHBEEANE market, economic or legal environment
BHEBAEENH that have an adverse effect on the debtor.

=274
FE o
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

(e)

Impairment of assets (continued)

®

Impairment of trade and other receivables

(continued)

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

characteristics similar to the collective group.
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3 EEAEHEOR (8) 3 SIGNIFICANT ACCOUNTING POLICIES
(continued)
(e) WA (%) (¢) Impairment of assets (continued)

(i) JEY B 5 B s e Al I e (i) Impairment of trade and other receivables
SE W% H () (continued)
i E R EEEN S ERE If in a subsequent period the amount of an
1& BAFER 4> - 1Rk i A) B impairment loss decreases and the decrease
BRREEEEEENS can be linked objectively to an event occurring
HEHERE  ARERSE after the impairment loss was recognised, the
1B EmIRER - B impairment loss is reversed through profit or
REBENMFEHEEN loss. A reversal of an impairment loss shall not
FEEBLHEERTFE result in the asset’s carrying amount exceeding
R BRRBRERBERBR that which would have been determined had no

TMER K2R o impairment loss been recognised in prior years.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

(e)

Impairment of assets (continued)

®

(i)

Impairment of trade and other receivables

(continued)

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

recognised in income statement.

Impairment of other assets

Internal and external sources of information are
reviewed at the end of each reporting period to
identify indications that the following assets may
be impaired or an impairment loss previously
recognised no longer exists or may have

decreased:
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3  SIGNIFICANT ACCOUNTING POLICIES
(continued)

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

- investments in subsidiaries; and

- interest in associates and joint ventures.

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

- Calculation of recoverable amount

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

independently (i.e. a cash-generating unit).
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

(e) Impairment of assets (continued)

(ii)  Impairment of other assets (continued)

Recognition of impairment losses

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

use (if determinable).

Reversals of impairment losses

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

amount.

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

the reversals are recognised.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

(e)

®

Impairment of assets (continued)

(iii)  Interim financial reporting and impairment

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

Biological assets and agricultural produce

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

merit.

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

(@

Inventories

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

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

inventories to their present location and condition.

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

realisable value.

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

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

in the period in which the reversal occurs.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

(h)

@

Trade and other receivables

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

allowance for impairment of doubtful debts.

Cash and cash equivalents

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

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]

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.

119



120 «s&@ (i)

PR A F] DaChan Food (Asia) Limited

(BEEEBIN - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

3 BEEGHEOR (80 3

1 WA

(i) AT i F e R A
15 — MR RACUF R (A7)

Kﬁgﬁﬁﬁﬁﬁﬁﬁﬁ
CENEBESERREE
MEHME~M&@H%
BATHIR - EBEER
BHAHNFERETER
B~ HROH 3 JE i B B
R WEERN SR EE
FEEEDNRERNE
BN IERR PR

(i) e T A

o

TESRTARK %HE
REEYLHER
ﬁiﬁﬁﬁﬁaéﬁﬁ
AREE - EFEER
BEFTE £ /B Bl
S IRFER o

>

tm;m

J

=

7.
(s
U]]D

SIGNIFICANT ACCOUNTING POLICIES
(continued)

U]

Financial instruments (continued)

@)

(it)

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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SIGNIFICANT ACCOUNTING POLICIES
(continued)

(m) Share capital

()

Ordinary shares

Incremental costs directly attributable to the issue of
ordinary shares, net of any tax effects, are recognised

as a deduction from equity.

Redemption and reissue of ordinary shares

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

presented within share premium.

Employee benefits

(i)  Short term employee benefits and contributions to

defined contribution retirement plans

Salaries, annual bonuses, paid annual leave,
contributions to defined contribution retirement
plans and the cost of non-monetary benefits
are accrued in the year in which the associated
services are rendered by employees. Where
payment or settlement is deferred and the effect
would be material, these amounts are stated at

their present values.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

(n)

Employee benefits (continued)

@)

(it)

Short term employee benefits and contributions to

defined contribution retirement plans (continued)

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

recognised as an expense when they are due.

Share-based payments

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

the options will vest.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

(n)

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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SIGNIFICANT ACCOUNTING POLICIES
(continued)

(0)

Income tax

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

respectively.

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

previous years.

Deferred tax assets and liabilities arise from deductible
and taxable temporary differences respectively, being
the differences between the carrying amounts of
assets and liabilities for financial reporting purposes
and their tax bases. Deferred tax assets also arise from
unused tax losses and unused tax credits.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

(0)

Income tax (continued)

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

(0)

Income tax (continued)

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

will reverse in the future.

The amount of deferred tax recognised is measured
based on the expected manner of realisation or
settlement of the carrying amount of the assets and
liabilities, using tax rates enacted or substantively
enacted at the end of the reporting period. Deferred

tax assets and liabilities are not discounted.

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

sufficient taxable profits will be available.

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

the related dividends is recognised.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

(0)

Income tax (continued)

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

following additional conditions are met:

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

settle the liability simultaneously; or

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

taxation authority on either:

- the same taxable entity; or

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

realise and settle simultaneously.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

(p) Financial guarantees issued, provisions and contingent

liabilities

@)

Financial guarantees issued

Financial guarantees are contracts that require
the issuer (i.e. the guarantor) to make specified
payments to reimburse the beneficiary of the
guarantee (the “holder”) for a loss the holder
incurs because a specified debtor fails to make
payment when due in accordance with the terms
of a debt instrument.

Where the Group issues a financial guarantee,
the fair value of the guarantee is initially
recognised as deferred income within trade
and other payables. The fair value of financial
guarantees issued at the time of issuance is
determined by reference to fees charged in an
arm’s length transaction for similar services,
when such information is obtainable, or is
otherwise estimated by reference to interest
rate differentials, by comparing the actual rates
charged by lenders when the guarantee is made
available with the estimated rates that lenders
would have charged, had the guarantees not
been available, where reliable estimates of such
information can be made. Where consideration
is received or receivable for the issuance of the
guarantee, the consideration is recognised in
accordance with the Group’s policies applicable
to that category of asset. Where no such
consideration is received or receivable, an
immediate expense is recognised in income
statement on initial recognition of any deferred

income.
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3  SIGNIFICANT ACCOUNTING POLICIES
(continued)

(p) Financial guarantees issued, provisions and contingent

liabilities (continued)

@

(i)

Financial guarantees issued (continued)

The amount of the guarantee initially recognised
as deferred income is amortised in income
statement over the term of the guarantee as
income from financial guarantees issued. In
addition, provisions are recognised in accordance
with note 3(p)(ii) if and when (i) it becomes
probable that the holder of the guarantee will call
upon the Group under the guarantee, and (ii) the
amount of that claim on the Group is expected to
exceed the amount currently carried in trade and
other payables in respect of that guarantee i.e.
the amount initially recognised, less accumulated
amortisation.

Other 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.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

(9]

()]

Financial guarantees issued, provisions and contingent

liabilities (continued)

(it)

Other provisions and contingent liabilities

(continued)

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.

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 income

statement as follows:
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

()]

Revenue recognition (continued)

®

(i)

(i)

Sale of goods

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

after deduction of any trade discounts.

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 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 income statement over the useful
life of the asset by way of reduced depreciation

expense.
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3  SIGNIFICANT ACCOUNTING POLICIES
(continued)

(q9) Revenue recognition (continued)

(iv)  Rental income from operating leases

)

Rental income receivable under operating
leases is recognised in 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.

Management fees

Revenue is recognised when the related services
are rendered.

(r) 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.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

()

Foreign currencies (continued)

®

Foreign currency transactions (continued)

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.

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.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

()

Foreign currencies (continued)

(i)  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.

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.



3

HEEHBOR (8)

(r)

()

®

A (4)

(ii) O ETE (4H)

i 78 7T R 8 2R 3 4 5+ 81 7%
RRAT BT BB
BHINEB 2 EHIER - Z%
ERHBELZIINEEZE
RIBINEBZREFR—
wWwa e Bt ZFEEZER
H b 2 Y 28 R A E R
RINEREFRHA R

WEE A

MEXLESERBERHEE
B RAREEEENREZS
EBRTARA - HRARAE
REBAZRBNEE - A AT
BRAFEE 2 BRREENE
A F IR AN E B
HERAH -

i B A

BE BESLE-BFER
BRERREEEERER GRS
HWEZBEMBEREL ZEEMX
Ko GBEEN - ERZEEK
Rz —#n - R EERABR
ELEHRARIIER -

3

—Z—NEFHR Annual Report 2014

(BEEERBIN - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES
(continued)

()

O]

()

Foreign currencies (continued)

(i)  Foreign operations (continued)

If the settlement of a monetary item receivable
from or payable to a foreign operation is neither
planned nor likely to occur in the foreseeable
future, then foreign currency differences
arising from such item form part of the net
investment in the foreign operation. Accordingly,
such differences are recognised in other
comprehensive income and accumulated in the

translation reserve.

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.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

)

()

Borrowing costs (continued)

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.

Related parties

() A person, or a close member of that person’s

family, is related to the Group if that person:

- has control or joint control over the Group;

- has significant influence over the Group; or

- is a member of the key management
personnel of the Group or the Group's

parent.

(i) An entity is related to the Group if any of the
following conditions applies:

- 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);
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

(u) Related parties (continued)

(i) An entity is related to the Group if any of the

following conditions applies: (continued)

- 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);

- 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).

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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SIGNIFICANT ACCOUNTING POLICIES
(continued)

)

(W)

Earnings per share

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

employees.

Segment reporting

Operating segments, and the amounts of each
segment item reported in the financial statements,
are identified from the financial information provided
regularly to the CEO 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.



—Z—NEFHR Annual Report 2014

(BEEERBIN - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

BEBA 4 TURNOVER
AEENEEXBEREEAEREES The principal activities of the Group include manufacturing
B RBERAEA - ARINIR and trading of livestock feeds, poultry and chilled meats and
me AFERRNSEEZLEWAE processed foods. The amount of each significant category of
RIS FELT ¢ turnover recognised during the year is as follows:
—B-mE —T=F
2014 2013
HESH Sales of chicken meats 5,115,684 5,064,118
HESEHR Sales of livestock feeds 4,921,879 4,888,405
HEMTRM Sales of processed foods 1,368,603 1,799,382
11,406,166 11,751,905

AEENEFPERZ T R TE
RREARFHEAAEELERA10%
MEP ZEPEANTIZEERAR
FBEENHIES ()

BRAASEEIEXKASNEMFR
RERMBHRRME 13

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 these customers are set out in note
31(a).

Further details regarding the Group's principal activities are
disclosed in note 13 to these financial statements.

JO A 2888 O B Al ¥ s 48 5 OTHER OPERATING INCOME AND
OTHER NET LOSSES
—E-mEF —T—=fF
2014 2013
Hith L&A Other operating income
FEUWA Interest income 4,636 7,498
BT B Government grants 8,952 27,288
e A Rental income 2,187 2,310
15,775 37,096
HAFE518 Other net losses
HEBTEEEZEBIEFE Net loss on disposals of fixed assets (9,451) (13,961)
PE 5 WEFE Net foreign exchange gain 460 7,681
EmPTERLZ Realised (loss)/gain on commodity
BE5 (518) = derivative contracts (1,343) 15
A Others (2,179) (563)

(12,513) (6,828)
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6  BRBEHT () kAl

BRELAT (B1R), a A DEHBR AT &

(LOSS)/PROFIT BEFORE TAXATION

(Loss)/profit before taxation is arrived at after charging:

HMES :
—F-mFE ZFT=F
2014 2013
(a) BAFEBER (a) Finance costs
ARAFNBEER Interest on bank borrowings wholly
RERITIEEF B repayable within five years 25,746 18,822
(b) BIRA (b) Staff costs
e I4K - 8% Salaries, wages, bonuses and
N E A4z A other benefits 689,317 678,375
RIREAIEEI R Contributions to retirement schemes 71,593 72,708
LARE#= 45 E M A Equity-settled share-based
A (HaF25) payment expenses (note 25) 173 649
761,083 751,732

RNEBMAEREAPE AR ILFE
(IR B ) B BT BUR & #E 9 R K
&8 AREERABFEANA
REBATPEMAMEESEETE
BEE RI18%E2%(=ZF
—=F 1 18% £22%) MLl
NERRKRSEHR o R LR
Gh - IR E B0 A 3 A B E B AR IK
BRAEEMEBEBARTE

The Group is required to participate in pension
schemes organised by the respective municipal
governments of the People’'s Republic of China (the
“PRC") whereby the Group is required to pay annual
contributions for PRC based employees at rates
ranging from 18 to 22 percent (2013: 18 to 22 percent)
of the standard wages determined by the relevant
authorities in the PRC during the year. The Group has
no other material obligation for payment of retirement
benefits to the PRC based employees beyond the
annual contributions described above.
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BRBEWT Ol 40), WA (&)

(b)

B TRA

BIR B8 AT S EE
Bl - REBINABBEEBEMBE
PIATE 8 2 (B B oa bl AT
etE([REL2TE D - 8
SEEABRBIERATENTE
BEFCRIRGTE - BIRATE ST
2 - AEEEEZESEBERAD
6% MEEERIZEZES
FHERARE% Mt 2R - #
REER) S A AU A LA 25,000 7
TAER(GE=ZZ—WmF A —H
A1) 30,0008 7 (=& — P04
NA—BRZEOERE) o @
BIERF MO HRANETE

[ 5 RAEGEEB AEEAIEMH
RIBBEEREEFEH13%
(ZE—=F 1 13%)E -

REENEHEASERETIR
BEEASRERBERR - H©
RO EREHFME17% (=ZF
—=F 1 17%) °

B LaEtEI5N  AEEIL BT
AR IA SN 3R IR AR R HE E A
BAREMFE-
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(LOSS)/PROFIT BEFORE TAXATION
(continued)

(b)

Staff costs (continued)

The Group also operates a Mandatory Provident
Fund Scheme (the “MPF Scheme”) under the Hong
Kong Mandatory Provident Fund Schemes Ordinance
for employees employed under the jurisdiction of
the Hong Kong Employment Ordinance. The MPF
Scheme is a defined contribution retirement scheme
administered by independent trustees. Under the MPF
Scheme, the Group is required to make contributions
to the scheme at 6 percent of the employees’
relevant income and its employees are required to
make contributions to the scheme at 5 percent of
the employees’ relevant income, subject to a cap of
monthly relevant income of Hong Kong Dollar (“HKD")
25,000 before 1 June 2014 and HKD30,000 for the
period after 1 June 2014. Contributions to the scheme

vest immediately.

Contribution made to Malaysia's Employees Provident
Fund is based on 13 percent (2013: 13 percent) of the

eligible employees’ salaries.

The Group also made contribution on the statutory
social security and health insurance in Vietnam at 17
percent (2013: 17 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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(33;M) AP T DaChan Food (Asia) Limited

6  BRBLET O ) WA () 6 (LOSS)/PROFIT BEFORE TAXATION
(continued)
(c) HAu¥H (¢) Other items
—E-mE —T—=fF
2014 2013
Z SR N5 Auditors’ remuneration
— 2 HRTS — audit services 4,322 4,629
— IS AR TS — tax services 91 31
4,413 4,660
AN ERIEE Amortisation of lease prepayments
(KBt 14) (note 14) 4,832 4,043
M - BE K& Depreciation of property,
SRAEITE (MaE14) plant and equipment (note 14) 113,905 123,934
FEWE S ERFURER B Net impairment loss on
SHE (M5 19(b)) trade receivables (note 19(b)) 2,209 7,558
& (BE),/ #R Net (reversal of)/write-down of
SFE (B 17(6) inventory (note 17(b)) (32,036) 44,378
KEHEEA Operating lease charges
— BB Kikes - plant and machinery 20,346 29,296
—HEfb — others 10,884 8,528
B AR AN Research and development costs 5,979 2,307
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INCOME TAX IN THE CONSOLIDATED
INCOME STATEMENT

(a) Taxation in the consolidated income statement

represents:

—=E—MmEF —E—=F
2014 2013
EHIRIE Current tax
F B Provision for the year 28,712 30,213
BT B Over provision in respect of prior years (625) (17,355)
28,087 12,858
IEFETIE Deferred tax
TR EENES Origination and reversal of temporary
K[ (K17t 26) differences (note 26) 10,241 (7,360)
38,328 5,498
(i) WREHSHEREBEX (i)  Pursuant to the rules and regulations of the

(ii)

(iii)

(iv)

BHENBRAARRM - KK
BHEARNFSAHE NRE
BB SR ERTEH -

WAKE T BN IERD
st Kl 4 4 16.5% B BB 1
FEFr1SH

RIBEFBEEXAETEE
FOER  AEBETES
B X RIZR 4R 25 % B F & 4
AP BREAEH -

RAR S R A B TS R A 12
RER BE-_ZT-NE
+ZA=+—HLEE"
IR R M B A Rl AR
B E2E5% (= F — =4 :
25% ) #h 4 55 2 78 55 FT 1%
i o

(iif)

(iv)

Cayman Islands and British Virgin Islands
("BVI"), the Group is not subject to any income

tax in the Cayman Islands and BVI.

The Company carries on business in Hong Kong
and is subject to Hong Kong corporate tax at 16.5
percent in respect of its non-exempt Hong Kong
sourced profits.

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 periods.

Pursuant to the income tax rules and regulations
of Malaysia, the subsidiary in Malaysia was liable
to Malaysian income tax rate of 25 percent for
the year ended 31 December 2014 (2013: 25

percent).
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7 EEHEERAZHEE (8) 7

(a) HFHBBNZBIENE : (H)

v) BEREIEZEERERR
—EE=FNA=Z+=H
MENKETRERAR
No0.1219,/GPDC1-BKH-
KCNDN - 35 & 2 51 (%
M) ARAR ([EMNEER
e GEiE) 1) ZBR16% (=%
—=%F : 165%)EBHEH
MR EMER - kil
Tt 3R S 3 1 3 A R A
WA (3222 % B =845 ) (=
T—=%F :25%) °

(vi) ZEMNEERRMOTA) FR
A R([ZEMH & & Bl O
W) 1) BB EEEEFRET
B 15 F I 10% Bt R BN
BEREMSES  ERF
EHZ25% it - A - 1R
BEGERBERRN _ET
NE+—A-t+mBE®Y
MESLH EMEER
e ORI A1) B H & EE R 5
BT hAFRMNFHA
BB GHEEE A
BINFEBERYESE -
E bt - 35 0M & & Bl O
NREBZE=F—WF+=
A=+—HBIEFENER
MEHEI10% (ZE—=F
5%) o &t =R % WD
AR E A A ($222%
MELH) (ZE—=45F:
25%) ©

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 Vietham at a preferential rate of
15 percent (2013: 15 percent). The above tax
reduction is not applicable to other income which
is taxed at a rate of 22% (2013: 25%).

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 25 percent for the succeeding
years. However, 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 2014 (2013: 10 percent). The above
tax reduction is not applicable to other income
which is taxed at a rate of 22% (2013: 25%).
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(a) HFHBERNZBIEE  (H)

(vii)

(viii)

DNEBREM(ER) AR
A& ([ g & & B g (&
Z) ) MEBREEERSF
BEE T F RN E20% B
KB EMEH
H % F E R25% B Fi o
SR ¢ TR & B HR I (E
Z)EEEEENFE=
TENFRMEH I ER
HHBEHREER  HiE=
FREM KR FESR-
g EMEERM(ER)
REE-ZT—NFE+=A
=t+t—HLEFENBERAB
RB% (=T — =4
10%) ° bt 5 &R 5 3
AR E AU A (H222%
MERHT) (ZF—=F:
25%) °

BETEALEREIRRD
RZE—ZFhLA=Z+~
HAEZENLETIRENR
No0.43,2010,/ND-CP -
DNEBEM(FE) AR
AR ZE M & &= Bl (F
E))REBE=-_FT—NF
+ZA=+—RLFEAEA
R22% Tt X B B
ERMBR(ZZE =%
25%) ©
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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 25 percent for the succeeding
years. However, 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.
Therefore, the applicable tax rate of ANTC-LA
is 20 percent for the year ended 31 December
2014 (2013: 20 percent). The above tax reduction
is not applicable to other income which is taxed
at a rate of 22% (2013: 25%).

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 22 percent for the year
ended 31 December 2014 (2013: 25 percent).
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7 HEAHERBANZHEEE(HE) 7 INCOME TAX IN THE CONSOLIDATED
INCOME STATEMENT (continued)

(b) EEBABERFHWBELB G (b) Reconciliation between tax expense and accounting
s A i E profit at applicable tax rates:
—E-mF —E=F
2014 2013
BEiAT (&18), 57 (Loss)/profit before taxation (55,235) 36,567
BRI EMEHFIE25% Income tax calculated at PRC's
(ZF—=%F :25%) Corporate Income Tax rate of
TERFTSH * 25% (2013: 25%) * (13,809) 9,142
IR ISR AR 2 ) Effect of different tax rates of
[ BpEENGIE S RN subsidiaries operating in
HEHNTE different tax jurisdictions (19,014) (13,645)
RIS HHFIE2E  Tax effect of non-deductible expenses 4,846 4,711
BERGWMART%E2E  Tax effect of non-taxable income (6,851) (39,848)
RERMIEEBEEZ S R Tax effect of the movement of
TR ERNEBTE tax losses and temperary
difference not recognised 73,781 62,493
BTG Over provision in respect of
prior years (625) (17,355)
EEBIERE Actual tax expense 38,328 5,498
@ 25% (=ZF— =4 :25%) Fi 1% & The income tax rate of 25 percent (2013: 25 percent)
BB REAEEEZEEMER represents the domestic tax rate in the jurisdiction where the

ARSI o operations of the Group are substantially based.
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A 8 DIRECTORS’ REMUNERATION
RBRE B A REGIFE622FF 115058 Directors’ remuneration disclosed pursuant to section 78 of
78 {5 2 & H BT & B8 A A& HI £ 32 Schedule 11 to the new Hong Kong Companies Ordinance
EE16BREENEEHEHT ¢ (Cap. 622), with reference to section 161 of the predecessor
Hong Kong Companies Ordinance (Cap. 32), is as follows:
Z3-|E
2014
4 2R
MR &4
Salaries, HE5 NiRHA
EZHE  allowances WERA  Retirement RO
Directors'  and benefits  Discretionary scheme /Nit Share-based @it
fees in kind bonuses  contributions Sub-total payments Total
(&)
(note)
IE Chairman
#5% Han Jia-Hwan - 1,633 - 5 1,658 10 1,668
gz Executive directors
B3z Han Chia-Yin - 1315 - 25 1,340 10 1,350
BUFHTES Independent
non-executive
directors
e Liu Fuchun 105 - - - 105 - 105
(R=Z-mEFAZF-HBL)  (Resignedon
31 October 2014)
A Chen Chih 158 - - - 158 - 158
KE Way Yung-Do 158 - - - 158 - 158
HZE Wei Anning 53 - - - 53 - 53
(R=2-1F (Appointed on
tA=t-REZ) 31 October 2014)
FHTES Non-executive
directors
7R Har Jia-Chen 118 - - - 118 - 118
BXT Han Chia-Yau 118 - - - 118 - 118
Nicholas W. Rosa Nicholas W. Rosa 118 - - - 118 - 118
BAE Chao Tien-Shin 118 - - - 118 - 118
946 2948 - 50 3944 2 3964
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8

O 4 (A1) 8 DIRECTORS’ REMUNERATION
(continued)
2013
ie R
EiiEnl &R
Salaries, HEIRR Wik A
£58%  alowances WERA  Retiement =ik
Directors' ~ and benefits  Discretionary scheme INGE Share-based @
fees in kind bonuses  contributions Sub-total payments Total
(M)
(note)
IE Chairman
5= Han Jia-Hwan - 1611 51 24 1,686 45 1,731
HEs Executive directors
3= Han Chia-Yin - 1,318 50 25 1,393 45 1438
BUFiTES Independent
non-executive
directors
e Liu Fuchun 159 - - - 159 - 159
A Chen Chih 159 - - = 159 = 159
ke Way YungDo 159 - - - 159 - 159
FanEs Non-executive
directors
R Harn Jia-Chen 119 - - - 19 - 119
B5F Han Chia-Yau 119 - - - 119 - 119
Nicholas W. Rosa Nicholas . Rosa 119 = = = 119 = 119
HBRE Chao Tien-Shin 119 - - - 119 - 119
963 2929 101 49 4032 90 4122
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DIRECTORS’ REMUNERATION
(continued)

Note:

These represent the estimated value of share options granted to the directors
under the Company's share option scheme and restricted share award
scheme. The value of these share options is measured according to the
Group's accounting policies for share-based payment transactions as set
out in note 3(n)(ii) and, in accordance with that policy, includes adjustments
to reverse amounts accrued in previous years where grants of equity
instruments are forfeited prior to vesting.

The details of these benefits in kind, including principal terms and number
of options and awards granted, are disclosed under the paragraphs “Share
Options Scheme” and “Restricted Share Award Scheme” in the report of the
directors and note 25.

During the year, no director received any emoluments from the Group as an
inducement to join or leave the Group or compensation for loss of office; no

director waived or has agreed to waive any emoluments.

INDIVIDUALS WITH HIGHEST
EMOLUMENTS

Of the five individuals with the highest emoluments, two
(2013: two) are directors whose emoluments are disclosed
in note 8. The aggregate of the emoluments in respect of the

other three (2013: three) individuals are as follows:

—E-mEF —T—=fF

2014 2013

e R E At B Salaries and other emoluments 4,206 4,167
RONGTEI R Retirement scheme contributions 49 50
LARSAD B EERE R 2 T Share-based payments 71 189
BIBIEAL Discretionary bonuses - 118

4,326 4,524
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9 FmlMAL (H) 9 INDIVIDUALS WITH HIGHEST
EMOLUMENTS (continued)

“N(ZZ—=F: =) Z=aFHHA The emoluments of the three (2013: three) individuals with
THIBE T FIAER the highest emoluments are within the following bands:
—E-ImF —T=F
2014 2013
AE AEL
Number of Number of
individuals individuals
1,000,001 /& 7C2 1,500,000  HKD1,000,001 to HKD1,500,000 1 -
1,500,001 /& 7CE 2,000,000 HKD1,500,001 to HKD2,000,000 1 2
2,000,001 702 2,500,000t HKD2,000,001 to HKD2,500,000 1 1
FA - AEBEPERZEFATZLRK No emoluments have been paid to these individuals as
IH - ARSI EmMAREESKERMA an inducement to join or upon joining the Group or as
REEMEE  SMERAMEBMNZH compensation for loss of office during the year.
10 7R 2 W) JBe S REAY W A 10 PROFIT ATTRIBUTABLE TO EQUITY
SHAREHOLDERS OF THE COMPANY
ARATRREGGZEBNEEE D5 The consolidated profit attributable to equity shareholders
AARRRHEZZTE—WF+=A of the Company includes a profit of RMB125,592,000
=+ -BIEFEMBBRERAENAR (2013: RMB78,949,000) which have been dealt with in the
#125,592,000 T(ZE—=%F: AR financial statements of the Company for the years ended 31

#78,949,0007T) ° December 2014.
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OTHER COMPREHENSIVE INCOME

Tax effects relating to each component of other

comprehensive income

—Z-mF —E-=fF
2014 2013
BHAISE BHESE REpeE B EE
Before-tax ~ %if52/2 Net-of-tax Beforetax  HEFZE  Netoftax
amount Tax effect amount amount  Tax effect amount
BEBINBAR Exchange differences
HBERRNEL =R on translation of financial
statements of overseas
subsidiaries (5,987) - (5,987) (20,439) - (20,439)
At 2EKE Other comprehensive income (5,987) - (5987)  (20,439) - (20,439
5 B e 41 LOSS PER SHARE
(a) HWBIEAREH (a) Basic loss per share

HE_ZT-WF+-_A=+—HIF
[ - BIREANEIETDBIEFANLR A
TEREEFRAEABRGEBEBEBARE
108,464,000 (=T —=4: AR
8,730,000 7T ) R F N E E1TE @R AR
17 B9 AN 7 15 $81,009,693,151 & (=
T—=4 :1,010,977,805 %) 5t & -

R AR B N 25 BB

The calculation of basic loss per share for the year

ended 31 December 2014 is based on the loss

attributable to ordinary equity shareholders of the
Company of RMB108,464,000 (2013: RMB8,730,000)

and the weighted average of 1,009,

693,151 ordinary

shares (2013: 1,010,977,805) in issue during the year,

calculated as follows:

Weighted average number of ordinary shares

—2-mEF —F-=F

2014 2013

R—A—HBEETMLEK Issued ordinary shares at 1 January 1,009,322,000  1,013,529,000

BRI 2 (Mi#27(c) (i)  Effect of shares repurchased (note 27(c)fii)) - (3,067,825)

RILRD O E (Hrz27(c) ) Effect of shares granted (note 27(c)(v)) 371,151 516,630
R+ R=+—BEBEM Weighted average number of

IRETEIRER ordinary shares at 31 December 1,009,693,151  1,010,977,805
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12 LOSS PER SHARE (continued)

13

(b) Diluted loss per share

For the years ended 31 December 2014 and 2013,

basic and diluted loss per share are the same as the

effect of the potential ordinary shares including the

Company'’s share options and restricted share award

scheme are anti-dilutive.

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 CEO

for the purposes of resource allocation and performance

assessment, the Group has presented the following three

reportable segments. No operating segments have been

aggregated to form the following reportable segments.

Chicken meat:

Livestock feeds:

Processed foods:

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

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

The processed foods segment produces
and distributes pickled, pre- fried, and
roasted foods, and further processed
chilled and frozen chicken meat marketed
under the brand of “Sisters’ Kitchen”.
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13 SEGMENT REPORTING (continued)

(a)

Segment results, assets and liabilities

For the purposes of assessing segment performance
and allocating resources between 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 and accruals attributable to the manufacturing

and sales activities of the individual 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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13 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

REBEAREEREH L2 ER performance for the years ended 31 December 2014
25 and 2013 is set out below:
EfR g6 NIRR &t
Chicken meat Livestock feeds Processed foods Total
SERE CFZE OCET-ME RS ZR-EE TR CEME TR
2014 2013 2014 013 2014 013 2014 013
READZRHEIA Tumover from extemdl
customers 5115684 5064118 4921879 4888400 1368603 1799382 11406166 11,751,906
HHEEENA Inter-segment tumover 7otes 881061 1701598 1679757 - - 2476 2560818
aif Total 5825848 55179 6623477 6508162 1368603 1799380 13817928 14312723
AHEE Segment result (39,614) 2648 504541 439831 182484 23078 6474 69,207
AAREENARER Unallocated operating
income and expenses - - - - - - [675589) (633957
e (581 (Loss)/profit rom perations - - - - - - (818 61250
AR Finance costs - - - - - - (%M (1882
ELER\EARATER Share of osses of
equity-accounted investees - - - - - - (131) (5,861)
ffih Incore tax - - - - - - 338 A%
R (BR)/H (Loss)fproft for the year - - - - - - (93563 31,069
ERTEREHY Depreciation and amortisation
for the year 63,586 61,130 28899 4352 26,252 N3 81 2797
RENPEE Reportable segment assets 1295725 106167 1472317 1518125 428838 G00606 3136880  3,070888
REABEE Reportable segment ligbiliies 26383 278761 T13401 670159 103257 144622 1103041 1093542
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13 SEGMENT REPORTING (continued)

BB - Bk BHAERA (b) Reconciliations of reportable segment turnover, profit or
A3 i £ S it loss, assets and liabilities
—T-mF —T—=F
2014 2013
FS1lON Turnover
BEDELEWMA Reportable segment turnover 13,817,928 14,312,723
D EPESE A Elimination of inter-segment turnover (2,411,762) (2,560,818)
IREBA (Hit4) Consolidated turnover (note 4) 11,406,166 11,751,905
il Profit
BEDERF Reportable segment profit 647,411 695,207
EMBEELAEE Change in fair value of biological assets
FEFIEENA less costs to sell 5,292 4,804
MAERREM AR EE Fair value of agricultural produce on
initial recognition 39,348 22,888
FEEREERER Reversal of fair value of agricultural
MR A R BE produce due to sales and disposals (39,109) (22,989)
Efh A&l A Other operating income 15,775 37,096
HAnFEx Other net losses (12,513) (6,828)
DA Distribution costs (393,564) (381,145)
TBRX Administrative expenses (290,818) (287,783)
BsH Finance costs (25,746) (18,822)
B AR2RAREE Share of losses of equity - accounted investees (1,311) (5,861)
RARTA(BR),/aF Consolidated (loss)/profit before taxation (55,235) 36,567
BE Assets
BEDHEE Reportable segment assets 3,136,880 3,070,888
EETIEEE Deferred tax assets 26,621 36,857
A EFTSH Income tax recoverable 565 558
RekReEED Cash and cash equivalents 459,443 590,126
ANBBHRAREE Unallocated head office and corporate assets 304,924 249,263
REBERE Consolidated total assets 3,928,433 3,947,692
= Liabilities
WENDEE Reportable segment liabilities 1,103,041 1,093,542
e F{SH Income tax payable 10,840 19,975
BEERIAGE Deferred tax liabilities 364 359
STEEN Interest-bearing borrowings 893,963 820,378
ARERBRAFEE Unallocated head office and corporate liabilities 55,898 29,143
LEBEEE Consolidated total liabilities 2,064,106 1,963,397
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13

SEGMENT REPORTING (continued)

(¢) 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.

REINBEFRELE WA ERIFRBEE
Turnover from Specified
external customers non-current assets

—Z2-nF —F-=F —Z-nF —F=F
2014 2013 2014 2013
H The PRC 8,982,923 9,462,675 1,268,740 1,173,187
i Vietnam 2,111,207 1,745,804 122,886 106,766
BA Japan 274,923 443,519 - -
Hih T2 A& Rest of Asia Pacific 37,113 99,907 8,670 10,256

11,406,166 11,751,905 1,400,296 1,290,209
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14 Ble¥eE 14 FIXED ASSETS
A4 Group
Bl %8
HER Rikfe ff
EEIR B2 Furniture, hE HERE
Construction BT  Plantand fittings and Motor st Lease &t
inprogress  Buildings machinery equipment  vehicles  Sub-total prepayments Total
A Cost:
NZZ-mE-A-A At 1 January 2014 69,747 129991 1,714,765 149,907 32,236 2,096,646 20281 2299517
AE Additions 108,642 1,718 115,622 12,452 6,688 245,182 341 248,653
£ Transfers (118,723) 24570 93533 538 82 - - -
i3 Disposals - (1,166) (64,457) (4,857) (3.430) (73,910) - (73,910)
EREE Exchange differences (121) (880) (2,167) (377) (275) (3,820) (385) (4,205)
NZE-META=1-H At 31 December 2014 59,545 154293 1,857,296 157,663 35301 2,264,098 205957 2,410,055
ZitTERES Accumulated depreciation
and amortisation:

NT-MF-A-A At 1 January 2014 - 3HM7 792,058 81,1712 16,146 924,193 21,983 952,776
Efils Charge for the year - 7,155 86,107 17512 3131 113905 482 118737
e Disposals - (295) (47,235) (6,223) (2,665) (56,418) - (56,418)
ERiZER Exchange differences - (276) (1,116) (351) (126) (1,869) 89) (1.958)
W-E-mE+-A=1-A At 31 December 2014 - 42,001 829,814 92,110 16,486 980,411 32,726 1013137
RaE: Carrying values:

R-2-ME+-A=1- At 31 December 2014 59545 112292 1027482 65,553 18815 1283687 173231 1456918
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14 [l ¥ A (&) 14 FIXED ASSETS (continued)
AR (47) Group (continued)
[ %2
BBk Fikfe &
FRIR B2 Fumiture, 178 RENE
Construction £F  Pantand fittingsand Motor It Lease &
nprogress  Buildings  machinery  equipment ~ vehicles  Sub-total prepayments Total
A Cost:
R=E—=F-f—-H At 1 January 2013 29202 115705 1,695,343 128948 29052 1958250 179814 2,138,064
B Additions 91,345 4898 78,704 25,769 5491 206,207 24370 230,577
g\ Transfers (60,370 12720 34,590 2,752 308 - - -
LE Disposals = (616)  (48.404) (6,99) (1,991) (68,006 (328 (68,334)
EXEE Exchange differences (430) (2717) (5,468) (566) (624) (9,805) (985 (10,790)
RZE-=FT-H=1-H At 31 December 2013 69,747 129991 1,714,765 149907 32236 209,646 202871 2299517
HEE: Accumulated depreciation
and amortisation:

R-E-=F-3-H At 1 January 2013 - 30,383 721,207 70,515 13043 835,618 24197 859,815
bl Charge for the year - 6,078 96,694 16,867 429 123934 4043 127977
HE Disposals - (141 (22934) (5,721) (1388 (30,184) (68 (30,242)
B Exchange differences - (873) (2.909) (489) (304) (4575) (199) (4,774)
RZE-=FtZA=1-A At 31 December 2013 - 3bMT 792,058 81,172 16,146 924,793 21,983 962,776
HEE: Carrying values:

RZF-=%+-A=1-A At 31 December 2013 69,747 94674 922,707 68,735 16,090 1,171,853 174888 1,346,741
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14 85 % (%) 14 FIXED ASSETS (continued)
ETEFERBEMEEREDER TR Certain buildings and lease prepayments are pledged to
TURGBETAEENRITEE & banks for banking facilities granted to the Group as disclosed
B ERMITE24(c) ° in note 24(c).

ANE B AL PA T Hb B 2 TS & 5B The carrying amounts of the Group's lease prepayments are

BRREELT ¢ situated in the following locations:
&8
Group

—E-mEF —T—=fF
2014 2013
A The PRC 154,371 160,569
i Vietnam 17,233 12,545
ERPE R Malaysia 1,627 1,774
173,231 174,888

BNEEFEREFESITET

An analysis of net book value of the lease prepayments is as

follows:
&8
Group

—=E—MmEF =5
2014 2013

[ERER Expiring:
NTF26 FE504F Between 26 to 50 years 173,088 174,689
NF10FEZE25F Between 10 to 25 years 143 199

173,231 174,888
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15 BB 2 ) i B 15 INVESTMENTS IN SUBSIDIARIES
AF]
Company
—E-mF —E=F
2014 2013
JE TR D « RS Unlisted shares, at cost 1,282,425 1,099,409
MEARFBEHINWT o Bk 5 H A Details of the subsidiaries are set out below. The class of
SN - FTFEEAR (D FR B A AR shares held is ordinary unless otherwise stated:
FE AR BETR
B K EEMZR B BHRRE/
Place and date of HER
incorporation/ Issued and fully FEfk iR
ARHHE establishment  paid up/registered Attributable FEEK
Name of company and operation capital equity interest Principal activities
HE M
Direct Indirect
% %
Great Wall Northeast Asia HeHES 169,387,64637T 100 - RAER
Corporation (“NAC") Cayman Islands USD169,387,646 Investment holding
—WNAE+ZA=R
3 December 1996
Impreza Investments Ltd. (“IIL") EBELES 14,700,000% 7T - 100 RAER
BVI USD14,700,000 Investment holding
—NMAARET—A+H
7 November 1996
Great Wall Dalian Investment RS 24.500,0003 7T - 57 RAER
Co., Ltd. ("GWDL") BVI USD24,500,000 Investment holding
- ANEE=-A=1+=H

23 February 1995
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W W JE 2 v B (4 15 INVESTMENTS IN SUBSIDIARIES
(continued)
AL BRITR
RIREEMER BH BHRRE/
Place and date of &R
incorporation/ Issued and fully FEfk Rt
AR LR establishment  paid up/registered Attributable FEEY
Name of company and operation capital equity interest Principal activities
Hi it
Direct Indirect
% %
KR @ (R&) BRAT H 26,600,0005 7T - 57 HEREEBYGL
(TRERBK ) (Mt (1) 2 (3)) PRC USD26,600,000 EHREERERR
Great Wall Food (Dalian) Co., Limited ~ —AUAAF+ZARH E NIREERER
("GWF-DL") (notes (1) and (3)) 6 December 1995 RERRRMMNT

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

AREHER (BE)BRAR RERUHE 21,600,000 7 - 100 REZR
(= AR (BVI)]) BVI USD21,600,000 Investment holding
Great Wall Agritech (Liaoning) —WNEENAT=H
Co., Limited (“GWALN-BVI") 13 September 1990
ARRBER (BE)BRAR BB 168,440,000/ 7T - 100 REZR
([BEARK (FHE)]) Hong Kong HKD168,440,000 Investment holding
Great Wall Agritech (Liaoning) —ANEFLA=1HA

Co., Limited (“GWALN-HK") 24 July 1990
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15 JA B )E 2w w8 (50

NAER

Name of company

R

and (3))

R B R &R (F5) BRA R
(BRI (M (1)~ (2) % (3))
Great Wall Agritech Feed (Shenyang)

Co., Ltd. ("GWASY") (notes (1), (2)

and (3))

REEH (ERI)BRAE
([BEEIAR ) (M (1)  (2) & (3)
Great Wall Agri (Heilongjiang)
Co., Ltd. ("GWAHLJ")
(notes (1), (2) and (3))

Dongbei Agri Corporation

("DBC")

AREREXBERAT
(TRERBKD) (B (1) (2)%(3)

Liaoning Great Wall Agri-Industrial
Co., Ltd. ("LGW") (notes (1), (2)

K ER (52M) BFR2AE DaChan Food (Asia) Limited

15 INVESTMENTS IN SUBSIDIARIES

—NNRE+—A= LR

27 November 1996

(continued)

TR BEITK

HIREEMZER BH BHRRE/

Place and date of HER

incorporation/ Issued and fully

establishment  paid up/registered

and operation capital

H 19,080,000 7T

PRC USD19,080,000
—WNEELATNA
19 July 1990

H 3,038,000 T

PRC USD3,038,000
ZELLERATAH
16 May 2007

L 1,662,000 7T

PRC USD1,562,000
e ey
25 May 2005

RBRUHE 50,744,203% 75

BVI USD50,744,203

FEftiRE
Attributable
equity interest

B
Direct
%

M
Indirect
%

100

100

100

100

Principal activities

HEREESMEL -
E NIREERE
RRNEmR
Manufacturing and
trading of animal
feeds, husbandry and
trading of poultry and
livestock, processing
and trading of meat and
meat products

EEREEDMRAL
Manufacturing and
trading of animal feeds

EEREEHMEE
Manufacturing and
trading of animal feeds

RERR

Investment holding
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NRER

Name of company

AREY(ED)ERAR
(Bt (1)~ (2) R (3))

Great Wall Agri (Yingkou) Co. Ltd.
("GWAYK") (notes (1) (2) and (3))

AKEH(H5) ERAA
(HiEE(1) - (2) % (3)

Great Wall Agri (Tieling) Co., Ltd
("GWATL") (notes (1), (2) and (3))

RILRH(RE)BRAT
([RERHDHEZ(1) - (2) E(3)

Dongbei Agri (Changchun) Co., Ltd.
(“DBC-CC") (notes (1), (2) and (3))
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15 INVESTMENTS IN SUBSIDIARIES

(continued)

AL BRITR

RIREEMER BH BHRRE/

Place and date of TER

incorporation/ Issued and fully

establishment  paid up/registered

and operation capital

w 14,500,000% 7T

PRC USD14,500,000
—ANEEMA—A
1 April 1997

L 14,089,379 7T

PRC USD14,089,379
—WNEERATAH
16 Mayl 1997

F 1,093,000% T

PRC USD1,093,000

ZEERENAZTAH
28 August 2006

FEfk Rt
Attributable
equity interest

B
Direct
%

iz
Indirect
%

100

100

100

Principal activities

HEREESMEL -
NIREERE
RAER
Manufacturing and
trading of animal feeds,
processing and trading
of meat and meat
products

HEREESMEL -
BEREERBE LK
5 NIRBEAE

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

HEREEDMEE
Manufacturing and
trading of animal feeds
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15 JA B )E 2w w8 (50

(continued)
TR BETK
HIREEMER BH BHRRE/
Place and date of &R
incorporation/ Issued and fully
AR EE establishment  paid up/registered
Name of company and operation capital
R AR ER B R A ] H 2,200,000 7T
(SRR ) (A (1) (2) % (3) PRC USD2,200,000
Hunan Greatwall Technologies & Z2ERETANA
Feeds Co., Ltd. (“DHFT") 8 October 2006
(notes (1), (2) and (3))
Hwabei Agri Corporation (“HAC") HERUHE 54,093,4435 7T
BVI USD54,093,443
—NWANETZR=+=H
23 December 1998
AkEE (FE)BRAH BB 49,293,315 7T
([BBRRK]) Hong Kong USD49,293,315
DaChan Wanda (HK) Limited —NAN\EERAZT7<A
("DWHK") 26 June 1984
AREE (K#)BERATF RE  AR447,200,0007
(TRERB) (A1) (2) % (3) PRC RMB447,200,000
DaChan Wanda (Tianjin) Co., Ltd. —ANZE+AZ1<A
("TWD") (notes (1), (2) and (3)) 26 October 1992

Ptk ieE
Attributable
equity interest

B
Direct
%

M
Indirect
%

100

100

100

100

15 INVESTMENTS IN SUBSIDIARIES

Principal activities

YEREEDMEMN
Manufacturing and
trading of animal feeds

REER

Investment holding

REER
Investment holding

HEREESMEL -
BHREERERR
B MIREERER
NEmR
Manufacturing and
trading of animal
feeds, husbandry and
trading of poultry and
livestock, processing

and trading of meat and

meat products
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NREE

Name of company

Union Manufacturing
Limited ("UML")

AEER(LB)ER AR
(TEBERD M) (2)E(3)
Greatwall Gourmet (Shanghai)
Co., Ltd. ("GWGS")
(notes (1), (2) and (3))

Great Wall Kuang-Ming Investment
(BVI) Co., Ltd. ("GWKM")

Asia Nutrition Technologies (VN)
Investment Co., Ltd.
("ANTIC-VN")

Asia Nutrition Technologies
(HN) Co., Ltd. (“ANTC-HN")
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15 INVESTMENTS IN SUBSIDIARIES

(continued)
AL 2#TR
RIREEMER B BHRRE/
Place and date of TER
incorporation/ Issued and fully
establishment  paid up/registered
and operation capital
RERUHES 7,700,000%7T
BVI USD7,700,000
—NMAAEZR+H
7 February 1996
H 6,940,000% T
PRC USD6,940,000
—NWAAENARA
5 September 1996
RBRUHES 6,500,000% 7T
BVI USD6,500,000
—AWAAE=A++HA
17 March 1995
RERUHE 7,615,590 T
BVI USD7,615,590
—NANERALR
7 September 1998
i 89,600,000,000
Vietnam HrEE
—EE=F-A-+H Vietnamese
22 January 2003 Dong (“VND")

89,600,000,000

PEfh iR RE
Attributable
equity interest

B i
Direct Indirect
% %

- 100

- 100

- 100

- 6551

- 6551

Principal activities

REER
Investment holding

RmiMT
Foods processing

REER
Investment holding

REER

Investment holding

HEREESMEN
Manufacturing and

trading of animal feeds
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15 JA B )E 2w w8 (50

ARERE
Name of company

Asia Nutrition Technologies (VN)
Co., Ltd. (“ANTC-VN")

Asia Nutrition Technologies
(LA) Co., Ltd. (“ANTC-LA")

Asia Nutrition Technologies
(MV) Co., Ltd.
("ANTC-MV")

Great Wall Nutrition
Technologies Sdn.
Bhd. ("GWNT")

15 INVESTMENTS IN SUBSIDIARIES

(continued)

TR BEITK

BIREEMER BH BRHERA/

Place and date of HEAR

incorporation/ Issued and fully

establishment  paid up/registered

and operation capital

il 190,836,294,000

Vietnam WA

—ANAERMA=ZTNHA VND

29 April 1995 190,836,294,000

&  48,000,000,0008 &

Vietnam  VND 48,000,000,000
“ZTHFMAT=R
13 April 2007

il 3,000,000% 7T

Vietnam USD 3,000,000
e Sy B N =
26 September 2012

SRAER 43737705 %

Malaysia Malaysian Ringgit

—NEENA=ZR
3 August 1990

("MYR") 4,373,770

FE{ERRAE

Attributable TEEK

equity interest Principal activities
B i
Direct Indirect
% %

- 6551 HEREEDMEMN

Manufacturing and

trading of animal feeds

- 6551 HEREEMMRIEHE

WNINE  KEE SRR - B

BROKERY)

Manufacturing and

trading of feed meal

and related additives,

aquatic products,

veterinary and aquatic

medicine

- 6551 EEREEDYER

Manufacturing and
trading of animal feeds

100 EEREEHMEL
Manufacturing and

sales of animal feeds
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15 JAWE A v\ B0 E (4) 15 INVESTMENTS IN SUBSIDIARIES

(continued)
AL BRITR
RIREEMER BH BHRRE/
Place and date of &R
incorporation/ Issued and fully FEfk Rt
AR LR establishment  paid up/registered Attributable FEEY
Name of company and operation capital equity interest Principal activities
B it
Direct Indirect
% %
Marksville Corporation (“MSV") EBRIHS (ESH - 100 REZR
BVI USD1 Investment holding
“EZR+EATHA
15 June 2007
AERKANEERBRAR H AK#7,000,0007C - 100 PWEBERIMGRE - ®
(TRERBKI(H5E(1) & (3)) PRC RMB7,000,000 EREREE
Dalian Tiancheng Broiler ZEZ\ENATHRHA Technical research and
Development Co., Ltd. 15 September 2008 development in broilers
("DTC") (notes (1) and (3)) husbandry, breeding
and trading of broilers
PR RS RHEA R A A H AR#20,000,0007T - 100 AEREZDWERRL
(M9 KB (HTaE (1) % (3) PRC RMB20,000,000 HEBRME - ZEHE
DaChan Agricultural Technologies —ZENFNA=tHH R
(Sichuan) Co., Ltd. (“DAS") 25 August 2008 Manufacturing and

(notes (1) and (3))

trading of animal
feeds and related
additives, research
and consultation
on husbandry
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15 JA B )E 2w w8 (50

NAER

Name of company

AKEmOTL) ARA A
([ATAE AR B
(H1EE(1) ~ (2) % (3))

DaChan Food (Hebei)

Co., Ltd. (“DFH")
(notes (1), (2) and (3))

I RELEEAFRAR
(TReBAR ) M)~ (2) % (3)

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

AR M (835R) BRAR
(THESBRBK ) (Mt (1) (2) % (3)
DaChan Food (Panjin) Co., Ltd.
(“Panjin DaChan")
(notes (1), (2) and (3))

LRBHREREERERER AT
(THEAR@ER ) (Mt (1) % (3))

Beijing Sisters Kitchen Food and
Beverage Management Co., Ltd.
(“Beijing Sisters”) (notes (1) and (3))

15 INVESTMENTS IN SUBSIDIARIES

(continued)
ML, BEITK
HIREEMZER BH BHRRE/
Place and date of &R
incorporation/ Issued and fully PEft iR AE
establishment  paid up/registered Attributable FEEK
and operation capital equity interest Principal activities
Hi 53
Direct Indirect
% %
M 23,080,000 70 - 100 HEREEDWEL
PRC USD23,080,000 MIREERE
2T \FZRA=+N\AB RAER
28 February 2008 Manufacturing and
trading of animal feeds,
processing and trading
of meat and meat
products
HE 500,000 7T - 100 EER
PRC USD500,000 Management services
—EEN\FTA=TH
30 October 2008
HE 3,000,000 7T - 100 EBEEERZE NI
PRC USD3,000,000 REERERAER
2T \E+—A=F+/\H Trading of poultry and
28 November 2008 livestock, processing
and trading of meat and
meat products
H ARH500,00070 - 100 EHER
PRC RMB500,000 Food and beverage
ZEEN\ETATAH management
16 October 2008
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T W JE 2 v Wy B (4 15 INVESTMENTS IN SUBSIDIARIES
(continued)
AL BRITR
RIREEMER BH BHRRE/
Place and date of &R
incorporation/ Issued and fully FEfk Rt
AR LR establishment  paid up/registered Attributable FEEY
Name of company and operation capital equity interest Principal activities
Hi it
Direct Indirect
% %
mMEERARBERAR RE ARKES50,000,0007T - 100 EEHNHEL - BER
(M8 | (st (1) R (3)) PRC RMB50,000,000 BEREBRZE ML
Yanzhou S&F Farm Co., Ltd. —EEN\F=A=TH REBERERAER
("Yanzhou S&F") (notes (1) and (3)) 20 March 2008 Trading of animal

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

HERKRmBRAR mE  AR%70,000,0007 - 100 BEIWEL  BER

(TR R (Mt (1) & (3)) PRC RMB?70,000,000 BEZBRRE ML

Bengbu DaChan Food Co., Ltd. “ZEE\F+=-A=H LEENERAER

("Bengbu DaChan”) 3 December 2008 Trading of animal

(notes (1) and (3)) feeds, husbandry and

trading of poultry and

livestock, processing

and trading of meat and

meat products

BEABRR AR ER DA HE 3,300,000 7T - 100 4EREESMEHN

(IBEBRKIHEE(1) - (2) & (3) PRC USD3,300,000 Manufacturing and

Qingdao DaChan Technologies Feed ~ =ZF/\&E+—A+MA trading of animal feeds
Co., Ltd. (“Qingdao DaChan") 14 November 2008

(notes (1), (2) and (3))
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15 JAWE 2 [ WMB0E (4) 15 INVESTMENTS IN SUBSIDIARIES

(continued)
ML, BEITK
HIREEMZER BH BHRRE/
Place and date of &R
incorporation/ Issued and fully FEftiRE
AR EE establishment  paid up/registered Attributable FEEK
Name of company and operation capital equity interest Principal activities
B ik
Direct Indirect
% %
Miyasun-Great Wall (BVI) Co., Ltd. EBRRHE 5,015,000 7T - 100 RAER
("Miyasun-Great Wall") BVI USD5,015,000 Investment holding
—ANEF=A+tAR
17 March 1995
ARBERM (X&) BBRAR HE 9,880,000 7T - 100 RamiMT
(IBERRHHE1) 2)K(3) PRC USD9,880,000 Foods processing
Miyasun — Great Wall Foods (Dalian) —ANEFRA-+A
Co., Ltd. (“Miyasun Foods") 20 May 1995
(notes (1), (2) and (3))
AR ERAR ([DZXL]) BE 7,590,000 7T - %47 REER
DaChan Zhong Xin Limited (“DZXL") Hong Kong USD7,590,000 Investment holding
—Z—FANA
8 June 2011
AKEEHEEBRAT A 3,800,000 7T - 100 4EREESMEHN
(HiEE(1) - 2) % (3) PRC USD3,800,000 Manufacturing and
Great Wall Agritech Huludao Co., Ltd.  =ZZNFtA+=H trading of animal feeds
(notes (1), (2) and (3)) 13 July 2009
AKERCIE)BERAH H 1,900,000 7T - 100 4EREESMEH
(HiEE(1) - 2) % (3) PRC USD1,900,000 Manufacturing and

Greatwall Agri (Henan) Co., Ltd.
(notes (1), (2) and (3))

“EENELA=TIA
24 July 2009

trading of animal feeds



NRER

Name of company

REAKAIEEDRBREBRAR
(Hiz(1)%(3)

Tianjin DaChan Prospect Research
And Development Co., Ltd.
(notes (1) and (3))

EEERK RS ERD A
(H1aE(1)R(3))

Zhenglangi DaChan Eco-ranch Co.,
Ltd. (“ZLQ") (notes (1) and (3))

SEEARRAIERER AR ([TDFH])

Taixu & DaChan Foods Holdings Co.,

Limited (“TDFH")

EEAKRmARAR ([TDF))
Taixu & DaChan Foods Co., Limited
(“TDF")

EEARRM(KE)BRAR
([TDF-DLI)(Aaz (1) % (3))

Taixu & DaChan Foods (Dalian) Co.,
Limited (“TDF-DL")
(notes (1) and (3))

AL
BYREERER B
Place and date of
incorporation/
establishment

and operation

HE

PRC
“TETAET-ANA
9 November 2009

e

PRC
“Z——%—f%H
5 January 2011

EBRENHS

BVI
—T—_%=H=H
3 March 2012

&
Hong Kong

—2——F+—A=fNH

29 November 2012

HE

PRC
“Z——#AA-1HA
25 May 2012

2#TR
EHERAE,/
TfEA

Issued and fully
paid up/registered
capital

AE#100,0007T
RMB100,000

AR#100,0007T
RMB100,000

3,900,000 7T
USD3,900,000

6,000,000 7T
USD6,000,000

AE#20,000,0007T
RMB20,000,000

—Z—NEFHR Annual Report 2014

(BEEERBIN - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

PEfh iR RE
Attributable
equity interest

B iz
Direct Indirect
% %

- 100

- 100

- 6154

- 65

- 65

Principal activities

i
Research and
development

Rk - BHYEE
RIHE

Food service, animal
husbandry and selling

REER
Investment holding

REER
Investment holding

BERERRAE
Trading of meat and
meat products
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15 JA B )E 2w w8 (50

NAER

Name of company

PR E RS ERERAR ([S&F])
China S&F Farm Holdings Co.,
Limited ("S&F")

WRAKAENRHEBRAF
([SDBI)(Hiz#(1) % (3))
Shandong DaChan Biotechnology
Co., Limited ("SDB")
(notes (1) and (3))

AE B rEs (B%) BRAA
DaLOL Bio-Nutrition (HK) Co., Ltd.
(“DALOL-HK")

ELEV IS YNGR R
RAF (TDLDC ) (#zF(4))

DaChan Livestock Development Co.,

Ltd. (“DLDC") (note (4))

15 INVESTMENTS IN SUBSIDIARIES

(continued)
TR BETK
HIREEMZER BH BHRRE/
Place and date of &R
incorporation/ Issued and fully FEftiRE
establishment  paid up/registered Attributable FEEK
and operation capital equity interest Principal activities
Hi 53
Direct Indirect
% %
RERTRE 7,000,000 7T - 100 REER
BVI USD7,000,000 Investment holding
—E—%+AZ+H
20 October 2011
H 3,000,000%7T - 100  4EREEDMEK
PRC USD3,000,000 Manufacturing and
S = trading of animal feeds
12 January 2012
BE 1,400,0003%7T - 100 REER
Hong Kong USD1,400,000 Investment holding
“EENFELATAA
16 July 2009
H AK#1,000,0007C - 40 FEEEGERLEE
PRC RMB1,000,000 Poultry farms
ZE-—F ATIA construction & lease
14 June 2012



15 JA B )E 2w Wy B (4

GEX

(3)

ZER AR AR X REEE LT -
RAIEEOEIGEREHDE

ZERFBIE R E Y AINEE
BRE-o
ZERFBSEAK N EREIRERE
(/NSO
$%l~—ff:¢ﬁﬂ+waﬁmf
BEBARMDLDC e R—ZE—=
ﬁ&— —=%F ' AEE#EBDLDCZ

40% P IR - B ZARISR
g A A (MIEE16) e R=—F— 4 -
DLDCEBEAKEMATRERLE T

BHESMARER - WAAERHHEZ
S8ES  AREEAREENRER
EHRBREYS  UWAZEERES ZBERME
R BEEAREESAEEMILE
ERER —E=TFIH/IL - BE=
E-ME+—A=+—HIL ERER
ADLDCHME—%T% « ZARERFA
SERBHTSERED - AEERA

EESH DLDCHZEHI#ERELN =
— PRSI A B A T
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15 INVESTMENTS IN SUBSIDIARIES
(continued)

Notes:

(1)

The English translation of the company names is for reference only.
The official names of these companies are in Chinese.

These entities established in the PRC are wholly foreign-owned
enterprises.

These entities established in the PRC are limited liability companies.

The Group jointly established DLDC with another venturer on 14 June
2012. The Group owned 40% of DLDC's equity interest and voting
rights and therefore accounted for it as an associate in 2012 and
2013 (note 16). In 2014, DLDC commenced operation by establishing
certain chicken farms at standards specified by the Group and renting
these farms to the Group. The Group is solely responsible for the
operation and management of the farms and is entitled to exclusive
use of these farms until the joint venture agreement between the
Group and the other venturer expires in June 2030. The above
business is the sole business of DLDC up to 31 December 2014 and
it cannot change its business without the consent of the Group. The
Group is of the view that it has obtained controls over DLDC and
therefore accounts for it as a subsidiary in 2014.
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15

e B e 2 il vy B (480)

TREJNEEAREBOKMERF (K
BEASF AR ) AR - TXA2
Iz ERME SRR EYHAZ

15 INVESTMENTS IN SUBSIDIARIES
(continued)

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

interests. The summarised financial information presented

B o below represents the amounts before any inter-company
elimination.
-
2014
ANTIC-VN GWDL DZXL TDF TDFH DLDC st
ANTIC-VN GWDL DZXL TDF TDFH DLDC Total

FHERER AL Non-controlling interests

percentage 34.49% 43.00% 5.53% 35.00% 38.46% 60.00%
FRBEE Non-current assets 152,255 171,078 - 10 6 58205 381554
TBEE Current assets 500,995 383,685 41,929 37,409 24,290 5,506 993,814
FRIAE Non-current liabilities - - - - - - -
IV Current liabilities (325,159)  (263,414) (763) (4,731) (3,124) (62,254)  (659,445)
BEFE Net assets 328,091 291,349 41,166 32,688 1,172 1,457 715,923
SEREREAE Carrying amount of

non- controlling interests 113,159 125,280 2,216 11,440 8,143 874 261,172
WA Revenue 2,041,656 2,115,053 - 29,349 19077 - 4205135
Engh Profit for the year 98,496 (44,868) (1214) 47 - 456 52,917
Elest Total comprehensive income 98,496 (44,868) (1,214) 4 - 456 52,917
AR EIHRER 257 Profit allocated to

non-controlling interests 3391 (19,293) (67) 16 - 214 14,901
MFERERRA RS Dividend paid to

non-controlling interests 2,191 - - - - - 7,19
LEERHE AL Cash flow from operating

activities 21,624 3,864 (52) (1,455) (1,455) 82,266 110,792
RERBMG RS Cash flow from investing

activities 31,702 (10,440) - Al 21 3,943 25,621
HERBMS AL Cash flow from financing

activities (90,553) 29,468 - - - (81,724)  (142,809)
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T W 2w iy B () 15 INVESTMENTS IN SUBSIDIARIES
(continued)
“E-CF
2013
ANTIC-IN GWDL DZXL TDF TDFH st
ANTIC-VN GWDL DZXL TDF TDFH Total

SHERERBAL Non-controlling

Interests percentage 34.49% 43.00% 553% 36.00% 38.46%
FhgaE Non-current assets 131,106 180,693 - 13 8 311820
THAE Current assets 421,456 357,400 43872 35,849 23,281 881,858
FEnHEE Non-current liabilities - - = = = =
HEEE Current liabilities (213,243) (202,558) (1,492) (3,283) (2,158) (422,734)
BEFE Net assets 339,319 335,535 42,380 32,579 21,131 770,944
SHEREREAE Carrying amount of

non-controlling interests 117,031 144,280 2,344 11,403 8,127 283,185
WA Revenue 1,745,804 2,256,541 - 12,455 8,09 4,022,8%
Rt/ (Bi) Profitfloss) for the year 87,521 26,178 (2,174) (2,513) (1,680 107,338
FENGER Total comprehensive income 87527 26,178 (2,174) (2513) (1,680) 107,338
PREFRRES 287/ (B18)  Profitfloss) allocated to

non-controlling interests 30,188 11,257 (120) (880) (646) 39,799
MAEERERE T 2R S Dividend paid to

non-controlling interests 10,673 - - - - 10,673
LEERRE AL Cash flow from operating activities 110,553 (32,739) 1) (1,225) (1,225) 75,363
REEME e Cash flow from investing activities 2319 (22,545) - 27 277 (19672)
BEEDAME AL Cash flow from financing activities (109,563) (908) - - - (110.471)

ANTIC-VNZ B 5 B ¥ 25| ANTIC-
VN + ANTC-HN * ANTC-VN - ANTC-LA
RANTC-MV Z4r& %4 - GWDLZ
B 5 E R 25 GWDL & GWF-DL Z 47
BEE -TDFZUBERZHNTDF R
TDF-DLZ#REHME - TDFH 2B E
¥I2%|TDFH » TDF 2 TDF-DL Z£:4&
24E (T B TDF 2 IR

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 GVWDL
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.
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16 JARERE AR S B A v B4R 16 INTERESTS IN EQUITY-ACCOUNTED
INVESTEES
REE
Group
—B-mE —T=F
2014 2013
i AN e Interests in associates (a) 116,609 118,356
NN YN £ Interest in joint ventures (b) - =
W+=ZA=+—HB#% Balance at 31 December 116,609 118,356
(a) BBAY (a) Associates
TRIRAEFHEAT ZE The following list contains the particulars of the
B FrEBME A ARIEARETE Group’s associates, all of which are unlisted corporate
BENR WEMERE entities whose quoted market price is not available:
i s
Proportion of ownership interest
HERAR
HRALR REEN SRAFRE
BEARSRARER SEARES T2y ERER  AKELT Held by
Name of Form of Place of AR Group's BE equity- FEERK
equity-accounted business incorporation Registered effective Heldby  accounted Principal
investees structure and operation capital interest  subsidiaries investees activity
B RRERAR SR S ARE 28% 30% - EEERYEH
( [EHzm] ) Incorporated PRC 160,000,0007 RER
Jilin CSD Food Co., Ltd. RMB160,000,000 Manufactory
(Jilin CSD") of animal
feeds and pork
NEEHAHEHERAR ek e AR 30% 30% - ERRHE
( TRE] ) 10,000,0007 FER
Dalian Huadu DaChan Incorporated PRC  RMB10,000,000 RiER
Agriculture Co., Ltd. Poultry
("HUADU-DL") breeding
& sales and
technology

consultancy
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(#1)

(a)
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16 INTERESTS IN EQUITY-ACCOUNTED
INVESTEES (continued)

BB A (4H) (a) Associates (continued)
T =
Proportion of ownership interest
il 39N
ALK AEEH SRAREE
BEAESRARER DEERE Bend BREE  ANEAR Held by
Name of Form of Place of HHER Group’s B equity- TEEE
equity-accounted business incorporation Registered effective Heldby  accounted Principal
investees structure and operation capital interest  subsidiaries investees activity
DaChan (Asia-Pacific) Ltd. FEai 2V B 2,000,000 26% 40% - 4EREE
("DAPL") Incorporated ~~ HongKong ~ USD2,000,000 TKESH
Manufactory
& trading of
aquatic feeds
DaChan (VN) Company L il 1,800,000% 7 26% - 100%  4EREE
Limited (“DVN") Incorporated Vietnam  USD1,800,000 IKERH
Manufactory
& trading of
aquatic feeds
REENEEEHERZARARA Faai AV HE AR 10% 10% - RitERZ
([RzEnEE] ) * Incorporated PRC  711,000,0007C RIEER
Advent Prosperity Real RMB711,000,000 Real estate
Estate Development development
Co., Ltd. ("APRD") * & related
services
HRERKREREZBRATIESS K& * The Group has determined that it has significant influence

BERABEASATESN  RUtHRRE
REED R E QA o

A PA R R BRI
R AMBEE -

because it has representation on the board of the investee, so

APRD is classifies as an associate.

All of the above associates are accounted for using
the equity method in the consolidated financial
statements.
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16 RERARSBEAGAMKHEELZR 16 INTERESTS IN EQUITY-ACCOUNTED

(%) INVESTEES (continued)
(a) BHEAY (4) (a) Associates (continued)
TRERBERRI2HBEER Summarised financial information of associates,
B B4R A B i i ak N 2 AR E B reconciled to the carrying amounts in the consolidated
HEITHER financial statements, are disclosed below:
ZE-|E
2014
HUADU Jilin 5t
APRD DAPL -DL CSD Total
Nk Gross amounts of the associates’
FRHEE Non-current assets 379 2,003 6,015 130,806 139,203
HOEE Current assets 745,173 36,660 14177 8,145 804,155
AR Current liabilities (42,851) (32,994) (9,646) (2,592) (88,083)
Ex Equity 702,701 5,669 10,546 136,359 855,275
Wi Revenue - 123,781 15,260 - 139,041
HE0E (5) /4 (Lossl/profit from
continuing operation (6,062) 2,546 (1,748) (3,995) (9,259)
KIHEER A B Post-tax profit or loss from
discontinued operations - - - - -
b 2mls Other comprehensive income - - - - -
ErakmEs Total comprehensive income (6,062) 2,546 (1,748) (3,995) (9,259)
EVING S Dividend received from
the associate - - - - -
HASEREE N ARG CHE Reconciled to the Group's
interest in the associates
BenfEEFE BT Gross amounts of net
assets of the associates 702,701 5,669 10,546 136,359 855,275
KBRS Held by subsidiaries 10% 40% 30% 30%
AEEEBENR AETE Group's share of net
assets of the associates 70,270 2,267 3,164 40,908 116,609
GRHBRRMEREE Carrying amount in
the consolidated
financial statements 70,270 2,267 3,164 40,908 116,609
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16 RERARSBEAAMEESR 16 INTERESTS IN EQUITY-ACCOUNTED

(#1)

(a)

INVESTEES (continued)
BB A (4H) (a) Associates (continued)
=%
2013
HUADU Jilin et
APRD DLDC DAPL DL CSD Total
NG e Gross amounts of the associates’
FEBEE Non-current assets 334 22,907 1,554 2931 128,846 156,572
REEE Current assets 356,970 7,360 23,985 10,953 16,409 415,677
THAE Current liabilities (1090 (29,267)  (22,324) (1,590) (4,902)  (58,192)
B Equity 357,195 1,000 3,215 12,294 140,353 514,057
Wiz Revenue - - 97075 22,283 - 119,358
SERA R Loss from continuing operation (2,235) - (4511)  (4523)  (7,558) (18,827)
RIHEERE R Post-tax profit or loss from
discontinued operations - - - - - -
A2 ERE Other comprehensive income - - - - - =
HEipzmbaes Total comprehensive income (2,235) - (4511)  (4523)  (7,558) (18,827)

BRE R AYERRE

BENAEEHE AR

MEARRE

Nt NG
LAERE

BNE_BRER

Dividend received from the associate - - - - - -

Reconciled to the Group's interest

in the associates
Gross amounts of net

assets of the associates 357,195 1,000 3215 12,294 140,363 514,057
Held by subsidiaries 10% 40% 40% 30% 30%
Group's share of net assets

of the associates 35,720 400 1,286 3688 42,106 83,200
Prepaid second stage capital 35,156 - - - - 35156

GRYBHRRMEREE Carrying amount in the consolidated
financial statements 70,876 400 1,286 3688 42106 118,356
DAPL 2 B1 & ¥t 2% DAPL K2 DVN 2 The financial information for DAPL shows the consolidated

o A M 4
mAaxE-

results of DAPL and DVN.
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16 R HE 22 A MR £ B 4 w) i BE 2%

16 INTERESTS IN EQUITY-ACCOUNTED

(%)
() HEAN

TERAMAEEE

= W/NG|
EREHERREMEZE

R o

ﬁ

iz
Hﬁzﬁz

INVESTEES (continued)

(b) Joint venture

The following table analyses, in aggregate, the carrying
amount and share of losses and other comprehensive
income of the Group's joint ventures.

r5EE

Group
—E2-mF —T—=F
2014 2013
REENRIER 2 REME Carrying amount of interests in joint venture - =

[Efh Share of:

— RIS EEE — losses from continuing operations - 209
FHENEEE Total comprehensive income - 209

17 8]

(a) EFMBHRER PR

17 INVENTORIES

(a) Inventories in the consolidated statement of financial

position comprise:

rEE

Group
—E-mF =5
2014 2013
Eukz/aes Animal feeds 694,545 643,839
RERREHA Poultry and chilled meats 84,002 211,812
MIE® Processed foods 130,897 138,178
2Em Agricultural produce 1,396 1,157
JEFEM Consumables 78,262 78,233
989,102 1,073,219
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17 INVENTORIES (continued)

(b) The analysis of the amount of inventories recognised as

an expense is as follows:

rEEH
Group
—E-mEF —T—=fF
2014 2013
BEHEFERAE Carrying amount of inventories sold 10,335,397 10,521,465
FEEH Write-down of inventories 3,100 45,002
B E1F S s Reversal of write-down of inventories (35,136) (624)
VA FEREERAREME  Fair value of agricultural produce on
initial recognition (39,348) (22,888)
E$HE K & M Reversal of fair value of agricultural
MEERANEE produce due to sales and disposals 39,109 22,989

RZTE—NMFEF+_A=+—H2Z%&
EMBRAR ERAUERFAERK
REEBEBEZFEELHEBARE
26,843,000 (=T —=F: AR
58,879,0007T ) - RULBEEIN - B =
E—NER—_FT—=ZF+-_A=1+—
B - WEFEREEFAETIE -

BOo—FEsFEMETEAR-F
—mOFEHEEREFSIB -

10,303,122 10,565,944

On the consolidated statement of financial position as
at 31 December 2014, a provision of RMB26,843,000
(2013: RMB58,879,000) was made against those
inventories with net realisable value lower than the
carrying values. Other than this provision, none of the
inventories as at 31 December 2014 and 2013 were

carried at net realisable value.

The reversal of write-down of inventories made in prior
year was the result of sales of impaired inventories in
2014.
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17 #1540 17 INVENTORIES (continued)
(c) JRAEMER : (¢) Production quantities of agricultural produce:
REE
Group
T —T—=F
2014 2013
AHE(E) Broiler breeder eggs (units) 23,754,678 19,555,964
(d) AN R FRET) i 5 Bk (d) Movements of the agricultural produce, representing
F: broiler breeder eggs, are summarised as follows:
AEE
Group
—F-mFE  —T-=F
2014 2013
R—H—H At 1 January 1,157 1,258
EEFTEUE N Increase due to lay 39,348 22,888
$HE R ERBUR Decrease due to sales and disposals (39,109) (22,989)

R+=ZA=+—H At 31 December 1,396 1,157
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18 AP i 18 BIOLOGICAL ASSETS
(a) A5 B4 & i (43 85 I e 28 B (a) Movements of the biological assets, representing
HPRER) SR B RE T immature and mature breeders, are summarised as
follows:
AEE
Group
—ET-mF —ET—=F
2014 2013
R—HA—H At 1 January 11,608 7,154
FRHE FTEUE AN Increase due to purchases 1,755 872
HZER R THED Decrease due to retirement and deaths (2,309) (1,222)
NABEZSHREEMRA  Change in fair value less costs to sell 5,292 4,804
R+=ZA=+—H At 31 December 16,346 11,608
AV EESB BRI The number of biological assets is summarised as follows:
AEE
Group
—Z—MF —T—=4F
2014 2013
TEEEKRAEH Chickens bred for growth into
mature breeders 54,315 146,491
AR PATE 2 Mature breeders 162,277 77,807
216,592 224,298
IRABETEEE—SHES The immature breeders are primarily bred for further growth
REAATEZE - KABHTEBANAE into mature breeders. The mature breeders are primarily

EREM -

held to produce agricultural produce.
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18 AP ()

(b)

A el fi it i

@

(ii)

LA EEEE

AEENBERE RS H
MAERBRAABEREE
BTG - REBEFAAMGE
AT A B0IR - N E
ZEMEBEEARBEE
REBRE=ZBRDBEZR
ABERME31(@) -

H=JFRE A
TREJNFNEHREFR

ERE-ERAABEZ

18 BIOLOGICAL ASSETS (continued)

(b) Measurement of fair value
(i)  Fair value hierarchy

The Group's breeders were revalued at end of
each reporting period on a fair value basis. The
fair value measurements for biological assets
of the Group have been categorised as Level 3
fair values based on the inputs to the valuation

techniques used (see Note 31(g)).

(ii)  Level 3 fair values

The following table shows a reconciliation from
the opening balances to the closing balances for
Level 3 fair values.

EE
Group
RZZE—MNFE—H—H&H# Balance at 1 January 2014 11,608
BRAE P RIS AN Increase due to purchases 1,755
HZEARIFETIHD Decrease due to retirement and deaths (2,309)
FTARRBEZSH RNRHEE Gain included in change in
FARE 2 W fair value less costs to sell
—AREEES) (BEEFIR) — Change in fair value (realised) (8,790)
— AR EEES) (KEIR) - Change in fair value (unrealised) 14,082
RZE—MNF+=H Balance at 31 December 2014
=+—B#&#% 16,346

TRIH AR EEFERR
KRB EERT - AL
RAMNERTABEHA
2R o

The following table shows the valuation
techniques used in measuring fair values, as well
as the significant unobservable inputs used.
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18 BIOLOGICAL ASSETS (continued)

(b)

(i) FE=ERLENEE ()

Type

fhiEHRT

Valuation technique

EATUBERAYE
Significant unobservable

inputs

Measurement of fair value (continued)

(ii)  Level 3 fair values (continued)

EATTRERABERAAER
TR ENEE
Inter-relationship between

key unobservable inputs and

fair value measurement

FERA-BE

Livestock - breeders

19 HEWCE S IRk

HELEE : RELRARBLRN
BN RBERERENE
EMfEEE  TEREERH B
msRkERSEERE «

Sales comparison approach: The
sales comparison approach estimates
value by comparing biological assets
with similar size, species and age in
the relevant market, and takes into
account factors such as differences in
characteristics or features of value, in

breeder market, and in time.

NERKFRE BT -
Premiums on the classification as
mature breeders.
NNBLERI T B -
Premiums on size over the
average of the category.
EERY

Premiums on quality.

8% (E9) RAOMRKERS - fE:12
ABEMEMCRD) -

The estimated fair value would increase
(decrease) if more (less) livestock were
classified as mature breeders.
ANREREBMOAD) - FEZIEEHA
ABEMEMCHD) -

The estimated fair value of breeders would
increase (decrease) if size and quality

premiums increased (decreased).

19 TRADE RECEIVABLES

AEE
Group
—E-mF —T—=fF
2014 2013
FEWE S HRR Trade receivables 367,349 374,085
W RERE AR Less: allowance of doubtful debts (12,763) (9,834)
354,586 364,251

185



186

K ER (M) BFR2AE DaChan Food (Asia) Limited

(BEEEBIN - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

19 MR B Wk (51)

(a) MRS BT

(@

19 TRADE RECEIVABLES (continued)

Ageing analysis

As of the end of the reporting period, the ageing

DT : analysis of trade receivables is as follows:

AEE

Group
—Z—MF —T—=fF
2014 2013
BNER Current 258,627 258,627
EHR DR 30K Less than 30 days past due 55,686 63,706
BHI31 £ 60K 31 - 60 days past due 27,469 20,477
#HAI61 £ 90K 61 - 90 days past due 8,302 12,842
60 BAR A 90 K More than 90 days past due 17,265 18,433
wEA S RE Amounts past due 108,722 115,458
367,349 374,085

AEB—RAFERFBE30HEGH
MNEEH - BlAEBEERENF
BHAHES1(a) °

(b)  MEIBCET S0 Mok v ok AL

BRI E SRR RIERRTY
RABBRARK  BRIFELAKER
A3 U8 [ 5% F SRIA H A] BE AR )
REZBRT - R EERKEER
TEREUE 5 RN R i sH o

(b)

The Group normally allows a credit period ranging from
30 days to 60 days to its customers. Further details on

the Group's credit policy are set out in note 31(a).

Impairment of trade receivables

Impairment losses in respect of trade receivables are
recorded using an allowance account unless the Group
is satisfied that recovery of the amount is remote, in
which case the impairment loss is written off against
trade receivables directly.
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19 TRADE RECEIVABLES (continued)

JHE WG B B Wk g DAL (78 (b) Impairment of trade receivables (continued)
FRREREBEOZESIT The movement in the allowance for doubtful debts
during the year is as follows:
REE
Group
—E—mEF ===t
2014 2013
R—H—H At 1 January 9,834 4,448
RIS EERAMER Charged to the consolidated 2,209 7,558
income statement
R A B R GRIE Transferred from other receivables 950 =
HEET AT U Bl %8 Uncollectible amounts written off (230) (2,172)
Rn+—-—A=+—H At 31 December 12,763 9,834

RZE—NF+=A=+—8 "
AEENERESERTARE
12,763,000 c(ZZE—=F : A
R # 9,834,000 7T ) £ {& Bl # &
= ERE o {E B B FE kA B
HBHBRENEFBRE  MAS
B Est A BAERFFA RS
18 [E TS U Bl A R e kB 2
AIREMEEM - At B B RREE
AR#12,763,0007t(ZE—=
& AR¥9,834,0007T) °

At 31 December 2014, the Group’s trade receivables
of RMB12,763,000 (2013: RMB9,834,000) were
individually determined to be impaired. The individually
impaired receivables related to customers that were in
financial difficulties and the Group does not hold any
collateral over these balances. Management assessed
the probability of recovering those receivables to be
low and therefore made allowance for doubtful debts
of RMB12,763,000 (2013: RMB9,834,000).
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19 MR B Wk (51)

19

TRADE RECEIVABLES (continued)

(c) AR HE MK B B ik (¢) Trade receivables that are not impaired
BRI 2K #8 BR I AR R (8 /Y JE U R I8 B Receivables that were neither past due nor impaired
AW EBELEZNBEANE relate to a wide range of customers for whom there
FBEE - was no recent history of default.
B 38 AR HE 7 A RN (8 A 8 LK R T B Receivables that were past due but not impaired
% BN R B R FF R A R 1 40 8% related to a number of independent customers that
MBEYEFPAER - BERAMTK have a good track record with the Group. Based
B BEEEECHENEEEER on past experience, management believes that no
EERARE  REDAEKRAS impairment allowance is necessary in respect of these
ER AT [E] - IS L R KRR A balances as there has not been a significant change in
HETIRBE L - NEEWEE credit quality and the balances are still considered fully
B LA R AR M o recoverable. The Group does not hold any collateral
over these balances.
FTBREWE S ERFEHAR—FR All the trade receivables are expected to be recovered
U E within one year.
20 il RE RO R 20 OTHER RECEIVABLES
AEEH ¥ /NE
Group Company
—E-NE —T-=F ZEB-NFE —T—=%
2014 2013 2014 2013
AT UG B3 (EFR (i) VAT recoverable (i) 314,307 2619), 573 - -
& RIERFR i) Deposits and
prepayments (ii) 74,973 74,371 - -
BB O BER Export VAT refund 39,467 1,614 - -
U A A 5008 Amounts due from related
(K72 30(d)) parties (note 30(d)) 35,111 48,469 - =
BHRTET Advances to staff 6,084 6,977 - -
HAh Others 16,944 15,072 9,713 10,285
486,886 405,976 9,713 10,285
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(i)

(i)

AT Y = 3R (B 75 i AT 8H R SR 8508
EERNARBAEREER - K
PREREEHR T ZEHENHEEA
HERTRABHEROEFE
BRHMERRERMESL - &
REAEFERS  BE_T—NF
T-A=+— B EEER
AR BN E B MBEEER —F
NEA -

BNREEEEE R MR E
EEH AN REEMIARNX
H o

FPrBEE BN A (BRERBEAL
R BHIR —FAMKE -
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20 OTHER RECEIVABLES (continued)

(i) The VAT recoverable represents the unutilised input
VAT eligible for offsetting against future output VAT.
The unutilised input VAT arose mainly due to the
insufficient output VAT on sales of chicken meat to
offset the input VAT on purchases of live chickens
from contract farmers. The directors of the Company
are of the opinion that the VAT recoverable as at 31
December 2014 will be utilised within one year based
on the Group’s budget.

(i) 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.

BERBESHEY 21 CASH AND CASH EQUIVALENTS
AEEH ANAF
Group Company
—E-mE —T-=F ZE-NF —T-=F
2014 2013 2014 2013
RA SR E R RERE  Cash and cash equivalents
ReRERTHNRE in the consolidated
RE2EEY statement of financial
position and in the
consolidated cash
flow statement 459,443 590,126 90,026 103,622
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22 HEAF R B IRAK 22 TRADE PAYABLES

rEE
Group
—T-mF —T—=F
2014 2013
JERTE SRR Trade payables 690,470 740,321

FrB N E SERTERR —FRET - The trade payables are expected to be settled within one

year.

RIMEBR - ENEZERNERE D As of the end of the reporting period, the ageing analysis of

ManR - trade payables is as follows:

REE

Group
—ZE—MmF —T—=%F
2014 2013
30 KA Within 30 days 588,641 635,770
31 260X 31 days to 60 days 43,876 38,508
61 290K 61 days to 90 days 19,728 28,164
91 £180K 91 days to 180 days 38,225 37,879
690,470 740,321
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i A sk 2 B R A B A L 23 OTHER PAYABLES AND AMOUNTS DUE

I TO RELATED PARTIES
r5EE NG|
Group Company
“E-mFE —T=Ff ZEZ-NF —T-=F
2014 2013 2014 2013
$HE 140 (1) Sales rebate (i) 117,761 101,260 - =
e I8 Rek Salaries, wages, bonuses and
H i fE (a7 other benefits payable 93,864 65,724 11,198 7,361
ezt &M Accrued expenses 83,062 84,423 1,321 1,681
B Contract performance deposits 47,039 45,928 - =
TEMGRIE Receipts in advance 20,638 21,568 - -
BERETEEERNMNFIA Payables for purchase of
fixed assets 22,464 15,690 - -
FEfTRREA T 308 Amounts due to related
(B5£30(e)) parties (note 30(e)) 38,223 1,867 319 233
Hit Others 45,418 45,904 (747) -
468,469 382,364 12,091 9,275
)y AREREESSERNE  ~AEEH# (i) In order to promote the sales of livestock feeds, the
HHSENEEE i (MY RE Group launched an incentive scheme where a rebate

ERIRNKEAESTIRSE - g
RAEXMZHEERETAD LA
82BN - A Y 2RE) [ 0 5 FERR
RHZF NSRBI -

T A A 3OB B B B A 3K
TETEHIA — PR o

as a percentage of sales amount is payable to the sales
agents if they can achieve certain criteria as set by the
Group. The incentive rebate is net off to the turnover

when it is recognised.

All of other payables and amounts due to related parties are

expected to be settled within one year.
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24 HYT K 24 INTEREST-BEARING BORROWINGS
(a) ZEENEATEFRNT (a) Bank loans were repayable as follows:
rEE ¥ NS
Group Company
“E-mFE —T=F E-NF =ZT—=F
2014 2013 2014 2013
RITER Bank loans
—BAR—FNEE — repayable within 1 year 110,100 212,398 - 146,630
—BAR—FRER - repayable after 1 year
WENER but within 2 years 13,518 606,632 - 605,997
—BRMFRER - repayable after 2 year
RERER but within 5 years 770,345 1,348 761,168 -
893,963 820,378 761,168 752,627
RITE T 1A% Total bank loans 893,963 820,378 761,168 752,627
B DBAREBAME  Less: bank loans repayable
BER—FR within 1 year
EEMIBITER classified as
current liabilities (110,100) (212,398) - (146,630)

DERERDERE Bank loans classified as
RIRTTER non-current liabilities 783,863 607,980 761,168 605,997
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24 INTEREST-BEARING BORROWINGS

(continued)
(b) X (b) Terms
r5EE 2N
Group Company
—E-NFE —T=F CZB-NF ~—T—=F
2014 2013 2014 2013
EHRRITER - Secured bank loans:
—ZBMENTEF - Floating interest rate
BLR%2.15% ranging from BLR - 2.15 %
£2.356% t0 2.35% per annum
(ZZ—=F: (2013: BLR-2.15%
BEBLRA per annum)
2.15%) 23,056 2,543 - -
23,056 2,543 - -
EEARITER Unsecured bank loans:
—EEFI=E — Fixed interest rate
(Z2—=%F: (2013: 4.48%
BFA4.48%) per annum) - 20,000 - -
—ZBHMENFEE - Floating interest rate
1.50% & ranging from
5.15% 1.50%-5.15%
(===t per annum
FF1.50% (2013: 1.50%-4.95%
£4.95%) per annum) 870,907 797,835 761,168 752,627
870,907 817,835 761,168 752,627
RITEF BT Total bank loans 893,963 820,378 761,168 752,627
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24 SYTHGEK () 24 INTEREST-BEARING BORROWINGS

(continued)
(c) 5 TG SRAT £ K BT B o A 2 SR

THifH : (¢) The carrying value of assets used to secure bank loans

are as follows:

~EE
Group
—=E—MmEF —T—=F
2014 2013
T RIEF Land and buildings 30,415 8,071
25 DAIBCAY 2 B W 0 S A 25 SHARED-BASED PAYMENTS
(a)  JJBEAERTH (a) Share option scheme
RZE——F+A=+EtH " & On 27 October 2011, the Company granted an option
ANERBAR R ERERT SR — pursuant a share option scheme of the Company to
ZEERTERE ZEB IR an employee who took up the option at consideration
REVETREARRBEK1.620 of HKD1 to subscribe for shares of the Company at
Bkm e R—Z—WFE+—A HKD1.620. The options outstanding at 31 December
=+— B REARITEE 2 B N 2014 had a weighted average exercise price of
EHTEBR1.6208 (=T HKD1.620 (2013: HKD1.620) and a weighted average
—=% :1.62047) + MAE N remaining contractual life of 0.8 year (2013: 1.8 years).
FHBRTENFHR0SF(ZF All options are settled by physical delivery of shares.

— =% 1.8%F) - FTEBERES

REBEZNEDEES
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25 DAJBeAY 2o RS w0 3 i () 25 SHARED-BASED PAYMENTS (continued)
(a) W3 (40) (a) Share option scheme (continued)
(i) ERIERT#H R NEF (i) The number and weighted average exercise prices of
THEEWT - share options are as follows:
—E-mF —T—=F
2014 2013
hnRE g ANHET
TEE 1158
Weighted BIRE  Weighted ke
average £ ¢E] average A
exercise Number of exercise  Number of
price options price options
BT BT
HKD HKD

MR—A—BK+=AF Outstanding at 1 January

=+—HRERTE and 31 December 1.620 900,000 1.620 900,000
R+=—B=+—8 Exercisable at

ERighgkd 31 December 1.620 900,000 1.620 600,000
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25  DAIBBY Ry R wl it 3 i (48)

(a)

Jilt VB it 8 (4

(1)

JERE R 2 T (BT (E R AR %

b ke dunl e Fik i FE3:0
RBHAAEBEDZED
BRHBEEREN QR EER
B -HERHBEREAA
EBENGFIER-HEN
BRI E - BREN
BHRFHRTIZELNN—IH
WABE - ZRBEF R
BEMRPITENREE -

R-F——F+AZ+L
AREMBERENAARE
BERERMAT

R ENRAEE

RIZH H BB

1T1E(E

TERRR R (B — T8 =
TER {56 F ey A4
TR R )

R H (B — 1A (B e
TER {50 F ey A4
FHEH)

TERAR S

TR R (ABBINE
ESEHREE)

25 SHARED-BASED PAYMENTS (continued)

(a) Share option scheme (continued)
(ii)  Fair value of share options and assumptions

The fair value of services received in return for
share options granted is measured by reference
to the fair value of share options granted. The
estimate of the fair value of the share options
granted is measured based on a binomial lattice
model. The contractual life of the share options is
used as an input into this model. Expectations of
early exercise are incorporated into the binomial
lattice model.

Fair value of share options granted on 27 October

2011 and assumptions are as follows:

Fair value at grant date HKD0.3700 — HKD0.4405
0.3700%& 7T~ 0.4405 7T

Share price at grant date HKD1.62
1.62%7T

Exercise price HKD1.62
1.62%7T

Expected volatility (expressed 47.65%

as weighted average
volatility used in the modelling
under binomial lattice model)

Option life (expressed as 4 years
weighted average life used 45
in the modelling under binomial
lattice model)

Expected dividends 2.47%

Risk-free interest rate (based on
Hong Kong Exchange Fund Notes) 1.03%
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25  DhJBetn Zs 2E g0 3 i (4F) 25 SHARED-BASED PAYMENTS (continued)

(a) W3 (40) (a) Share option scheme (continued)
(ii)  FERIENT 2 70 15 (6 R AR % (ii)  Fair value of share options and assumptions
(%) (continued)

TEHUR R B AR R (R
P4 2 I 15 R R F 1
AE)  WRBEARAUFE
£ I8 53 7] BE H 3R A0 UK R
BEHEE - RHRE A
RIBBERSFHE °

B B R AR IR AR S R A T
B st EABRARER
RHAHN AR EBERE
I 85t A UL BRI - B
BREZRLBETRE
7

HE-_Z-—MWOFE+ = A
=T—HIEFER ' UK
N A5 H B RE AR A R e
B ARKBG,000L(=F
— =% : AR 34,000
) BREEEBERARE

o

al

ny
cd

The expected volatility is based on the historic
volatility (calculated based on the weighted
average remaining life of the share options),
adjusted for any expected changes to future
volatility based on publicly available information.
Expected dividends are based on historical
dividends.

Share options were granted under a service
condition. This condition has not been taken into
account in the grant date fair value measurement
of the services received. There were no market
conditions associated with the share option
grants.

During the year ended 31 December 2014,
equity-settled share option payments expenses
amounted to RMB56,000 (2013: RMB34,000)
were recognised in the consolidated income
statement.
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25  DAIBBY Ry R wl it 3 i (48)

(b) A1 BRI IB B BE Wh it 2
i
Z
at

ZENF+ZA=+=H "
E £R 40 — 18 A PR il A% 5 ZE &)
I([ZEtEl]) - #FEbEASE
B (REAEEARMNES)R
HEEINBEANBFEFAL © &
FEMBRBARTE  BRIFES
ERERANRILE o RIRFZETE]
R 13 — 4845 H 1 7% 7 BR ol 45 120
f&fh - m—&EBETBERER
FIAR1D o ZETEINE EMARAIE
TEEERARR ©

B

o

HE—_Z—NHNF+=-_A=+—H
WEFE - ZEEI TR AR HIR% D

25 SHARED-BASED PAYMENTS (continued)

(b)

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.

Particulars and movement of the restricted shares

under the Scheme during the year ended 31 December

AEREHWT 2014 were as follows:
R=Z2-I%
R=E-mE T2h
-B-H il HiR E=0 RLAH
HARITHE 25R [Bhix: HEAfTE  (5/B/R)
Outstanding Vested Forfeited  Outstanding Date of 5B
as at during during as at grant (DD/ Vesting
01/01/2014 the period the period 31/12/2014 MM/YYYY) period
EE Directors 138,000 (138,000) - - 26/03/2012 0-2 years
&8 Employees 463,000 (451,000 (12,000) - 26/03/2012 0-2 years
FoH Total 601,000 (589,000) (12,000) -
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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

R EENEHIT directors of the Group as grantees of the Scheme of
the Company were as follows:
—E-IF —E—=F
2014 2013
AT IFETFH
TEE BB 17158 FERiE
Weighted HE  Weighted A
average Number of average  Number of
grant date  restricted grant date restricted
fair value (i) shares fair value (i) shares
BT BT
HKD HKD
R—A—B#ERTE Outstanding at
1 January 1.600 601,000 1.595 1,562,000
B Granted - - - -
=) Vested 1.600 (589,000) 1.606  (873,000)
[ Forfeited 1.600 (12,000) 1.600 (88,000)
R+=—A=+—8~ Outstanding at
R AT T 31 December - 1.600 601,000

(i) BEB2ABEEARABRRNOR
RHBMRAEE -

HE-—Z—NF+=-_A=+—H
WEFERN - BRHIRG ZEE S
NHREZHAARE117,0007T(=
Z—=4%: ARK¥615,0007T) -

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

During the year ended 31 December 2014,
restricted share award scheme payments
expenses amounted to RMB117,000 (2013:
RMB615,000) were recognised in the
consolidated income statement.
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26 HAWMBHRILFR P BE 26 TAXATION IN THE CONSOLIDATED
STATEMENT OF FINANCIAL POSITION

(a) ERMBSRIF bW ¥ BB - (a) Current taxation in the consolidated statement of

financial position:

—E—mE —ET—=F

2014 2013

REH) At beginning of the year (19,417) (21,358)

FNFTIS TS Provision for income tax for the year (28,087) (12,858)

FRENFTEH Income tax paid in the year 37,101 14,706

PEREE) 2 & Effect of movements in exchange rates 128 93

RER At end of the year (10,275) (19,417)
& - Represented by:

A EIFT 1S Income tax recoverable 565 558

TSR Income tax payable (10,840) (19,975)

(10,275) (19,417)
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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

HE REEBHMT - position and the movements during the year are as
follows:
HERI
HEEE- R
EEFERE BREE BUGE TFER  EEE 2
Understated  Provision Impairment ~ #8&% Sales rebate (et
depreciation for  loss- Allowable and other Government &5t
allowance inventories receivables  taxloss accruals  grants Total
R=Z2-MmF-A-A At 1 January 2014 (359) 4,321 1096 12315 17,625 1500 36,498
BRNGARRRIA/ Credited/(charged) to
(HIBR ) (B3 7(a)) consolidated
income statement
(note 7(a)) (B (3782) (284)  (5,464) 794 (15000 (10,241)
RIZ-METZA=1—H At31 December 2014 (364) 539 812 6851 18419 - 26257
RZZ-=%-f-H At 1 January 2013 (563) 3,085 738 8847 14,031 3000 29,138
ERREBER (B)/ (Charged)/credited to
EPNGE/) consolidated
income statement
(note 7(a)) 204 1,236 358 3,468 3,59 (1,500) 7,360

MZE-=F+-F=1t-H At31December 2013

(359) 43N 1,006 12315 17625 1500 364%8
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26 HEEWEHRUER P BLE (41 26 TAXATION IN THE CONSOLIDATED

(©) HRETMEHRILRHIR

STATEMENT OF FINANCIAL POSITION
(continued)

(¢) Reconciliation to the consolidated statement of financial

position

2014 2013

RiFaMBARREK
EREEETR R E E

RERE AR K
ERHNECHAAR

(d) AR WE w2 YE A B B s

BRI EE3(0) FTE A 25T BUR -
AR EANBEERRE BT A2
=L ATHE B TE B 1R A R 2R B AR
Bism Al - AR E AR RIEFIE
B8 AR¥701,072,000L (==
— =% : AR%¥521,873,0007T)
BRELEHIBEE - RIBEIEN

FEETE o

Deferred tax assets recognised

in the consolidated statement

of financial position 26,621 36,857
Deferred tax liabilities recognised

in the consolidated statement

of financial position (364) (359)

26,257 36,498

(d) Deferred tax assets not recognised

In accordance with the accounting policy set out in
note 3(o), the Group has not recognised deferred
tax assets in respect of cumulative tax losses of
RMB701,072,000 (2013: RMB521,873,000) as it is not
probable that future taxable profits against which the
losses can be utilised will be available in the relevant
tax jurisdiction and entity. The tax losses can be carried

forward for 5 years.
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(e)

AR B 4 BB AL

BB EFBOE - RIMEEE S
HEBEMINELEMSHREA
XIH10% BN - BRIFEESE
HERERE o BIBETBIEFHR]
SRR HE - EEBK KR
BEER AT B HAP S A TR
BERSTEMHEERZES °
BRI B BOER DB FS -
REEREEFENBARE=
ERLE+ - A=+—HHAxD
IS ) 2 FE MRS B I A S B AN TR
M- AEEREEPEMEL
REZZETN\EF—A AR
Z WAL S RN ZB S A FEIF - B
It ERE R T RR R EIT 2R
b I e DY PNGTE OB
IR B TF BT R E R IR -

R=ZE—N&F+=—A=+—8"
ELPN B A Bl R 5 K i AR RA A
BriE =25 AR 375,507,000
T(ZZE—=Z4F: AR K
413,534,0007T) ° R EH &
A AR BBUR XA Q Bl E G &
BERELAITER R RETE 5K
wmAl B ER R D IRZ S BT
B 2 BRI T B R IE B 18
BE AR 28,029,000 L (==
—=% : AR¥31,832,0007T) °
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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 2014, temporary differences relating
to the undistributed profits of subsidiaries amounted
to RMB375,507,000 (2013: RMB413,534,000).
Deferred tax liabilities of RMB28,029,000 (2013:
RMB31,832,000) have not been recognised in respect
of the tax that would be payable on the distribution
of these retained profits as the Company controls the
dividend policy of these subsidiaries and it has been
determined that it is probable that these profits will not
be distributed in the foreseeable future.
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27 EA - G BB B

(a) R ALRTR 5 052 Bh

A Ei AR SEARHEH
BRI - 2HR
GAEEEDE - ARTHESE
RUAE A B0 5 B0 F M BRF R B B 3%

27 CAPITAL, RESERVES AND DIVIDENDS

(a) Movements in components of equity

The reconciliation between the opening and
closing balances of each component of the Group's
consolidated equity is set out in the consolidated

statement of changes in equity. Details of the changes

BEIAT ¢ in the Company's individual components of equity
between the beginning and the end of the year are set
out below:

Rtyas

WX f Gk

BR RfEE  BAB&H  ENRE Sharebased  RERF

Share Share Contributed Translation ~ payment  Retained a3t
Capital  premium surplus reserve reserve profit Total

Note (note 27(c)) (note 27(al}  (note 27(alfil} (note 27(dll(ivll (note 27(a]v))

Wk (sEane) (RsE2m) (HsEaman) (PREE27dig) (RisE27i))
R-F-ME-A-A At 1 January 2014 97914 582156 741215  (279513) 88 164133 1,306,793

EREERRTRS Equity-settled share-based

payment transactions 5 - 746 - - (574) (529) (357)

Efg Profit for the year 10 - - - - - 1559 12559

EfrzEks Other comprehensive income - - - 4,205 - - 4,205

A THERS Dividends to equity

shareholders 270b) - - - - - - -

RZZ-WETZA=T-B  At31 December 2014 97914 582,902 4215 (275,308) 314 28919 1,436,233

RZF-=%-f-A At 1 January 2013 97914 581034 TM25 (240863 1,360 85973 1266633

EREERIIRS Equity-settled share-based

payment transactions 5 - 112 - = (472) (789) (139

Ehg Profit for the year 10 - - - - - 78,949 78,949

Efp2AkE Other comprehensive income - - - (38,650) - - (38,650)

KR TRERE Dividends to equity

shareholders 270) - - - - - - -

RZE-=F+-F=t-H  At31December 2013

97914 682156 TM215  (279513) 88 164138 1.3067%




27 AR ~ Al BB B ()

ZZ—NEFHR Annual Report 2014

(BEERBIN - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

27 CAPITAL, RESERVES AND DIVIDENDS

(continued)
(a)  HERRALLES 2> 05 W) (%) (a) Movements in components of equity (continued)
(i) HEHABENACHEEE (i) Contributed surplus represents the excess of the
EFE (RFEE27(d)(i)) 5t fair value of the shares of NAC determined based
g MABBRIENACKH on the basis of the consolidated net assets of
MARBEBBRBADGME NAC at the date of the reorganisation (see note
3T B ATRR 17 E (B &Y 27(d)(ii)) over the nominal value of the shares
o e issued by the Company in exchange thereof.
(b) A (b) Dividends
() JEN 2 Al R BRI % (i)  Dividends payable to equity shareholders of the
EJERI IS, Company attributable to the year
RZE—WOER=T—= No final dividends were proposed after the end
FHRENTAEBTEES of reporting periods of 2014 and 2013.
NEAIR S o
(ii)  Z B B BCAF K AF I A O (ii) Dividends payable to equity shareholders of
RN T 75 2 Al JR AR e H the Company and minority shareholders of its
JiF 43 7] b BRI R subsidiaries attributable to the previous financial
5! year, approved and paid during the year
—E-F —T—=F
2014 2013
A TR A A Dividends to minority shareholders
DEBERAE of subsidiaries 21,191 10,673
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27 AR ~ Al BB B ()

(O %N

(i) EEREFETIRA

27 CAPITAL, RESERVES AND DIVIDENDS
(continued)

(¢) Share capital

(i)  Authorised and issued share capital

—Z-QmE 2=
2014 2013
kG ]
Number of £8  Number of 8
shares  Amount shares Amount
‘000 ‘000
i T
EE Authorised:
Wt+=—A=+—H Ordinary shares of HKDO.1 each
BREMBO.BTHLER  at31 December 10,000,000 964,358 10,000,000 964,358
BETRACEER Ordiinary shares, issued and fully paid:
R—A—H At 1 January 1,009,322 97,349 1,013,529 97,685
RIEBR 57D 2RE Shares repurchased under restricted
STEITR 2 B (7 (i) share award scheme (ii) - - (5,080) (406)
REE R AR D 28 Share granted to employee under
SRR TEEZRH V) restricted share award scheme (v) 589 47 873 70
REERET 2 Share issued under share option
1727 (il scheme (ii) - - - =
R+=ZA=1+—H At 31 December 1,009,911 97,396 1,009,322 97,349
EBERFAATZEEARR The holders of ordinary shares are entitled to
ATREIRZREREAR dividends as declared from time to time and
NRIERARE LSERE— are entitled to one vote per share at general
Z=ERE . A BT meetings of the Company. All ordinary shares
KRR ZFBREEMS 2 rank equally with regard to the Company's

BRZFER -

residual assets.
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27 CAPITAL, RESERVES AND DIVIDENDS
(continued)

(©)

Share capital (continued)

(i)

Purchase of own shares

Core Pacific-Yamaichi International (Hong Kong)
is an employee benefit trust used in conjunction
with the restricted share award schemes. The
trustee has agreed to satisfy the award made
under the restricted share award scheme
through the relevant employee benefit trust. As
part of restricted share award scheme, the Group
funds the trust, from time to time to enable the
trustee to acquire its own ordinary shares to
satisfy the award. All shares have been acquired
through The Stock Exchange of Hong Kong
Limited.

The trust was treated as a legal entity separate
from the Company but as a subsidiary of the
Company for consolidation purpose. The shares

held by the trust are treated as treasury shares.
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27 EA - il BB (4) 27 CAPITAL, RESERVES AND DIVIDENDS
(continued)
(c) JBeAs (#) (¢) Share capital (continued)
(ii)  JEE] H ARG (3E) (ii)  Purchase of own shares (continued)
Z (=P E I A B AR5 Details of these shares repurchased and held by
FIEEFNAT the trust are set out below:
BERHHE Bt SRET  EARERE
Number of BREER HEEEE Cash
£/H shares  Highest price  Lowest price  consideration
Month/year repurchased paid per share paid per share paid
B B
HKD HKD
ZEE\FTZA December 2008 548,000 0.85 085 427
“EENET-A November 2009 2,222,000 1.50 1.43 2,876
“ETNETR December 2009 589,000 148 1.48 764
“E-T£0A May 2010 945,000 1.51 1.33 1,206
—“%-=%1A May 2013 4,583,000 1.18 1.03 3,957
“E=ER June 2013 497,000 1.09 1.05 432
5 Total 9,384,000 9,662
REBRH R 28 Shares granted to
SRR FES MR employees under
restricted share
award scheme (3,187,000)
ERFFR Shares held at the

end of the year 6,197,000
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27 EAR -~ Gl BB R (H) 27 CAPITAL, RESERVES AND DIVIDENDS
(continued)
(c) JBeAs () (¢) Share capital (continued)
(iii)  TRIFIE TR HE 71 &) FE 1T 19 I (iii)  Shares issued under share option scheme
ﬁ]\
R —NEFE - WEER During 2014, no options were exercised to
EREITEARBAR AL subscribe for ordinary shares in the Company.
AR -
(iv)  JEHR AR A i K i (iv)  Terms of unexpired and unexercised share options at
RAT IS SRFENT 1R 5K the end of the reporting period
17618 —T-mEF =5
Exercise price 2014 2013
BT #H L]
HKD Number Number

“E——F+A-1+AHE 28 October 2012 to

—E-RF+A=ttH 27 October 2015 1.620 300,000 300,000
“T—=%+A=F+/\BE 28 October 2013 to

—E-RF+A=ttH 27 October 2015 1.620 300,000 300,000
“T-MFEFA=F/ABE 28 October 2014 to

—E-RF+A=ttH 27 October 2015 1.620 300,000 300,000

900,000 900,000

BHERERETEREA Each option entitles the holder to subscribe for
BAMARERRFIRE B one ordinary share in the Company. Further
o ZEBRENE—F details of these options are set out in note 25 to
S E 5 B 7 R 2R M R the financial statements.
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27 AR ~ Al BB B ()

(¢) JBeAs (47)

(v)  REEAH IR SE i 7t )
U] Y1

=2 — U4+ 100,000
BROEEFETESR
489,000k B T & T
EBE - —EHEFHRMNE
B AR 47,000 THER
FHIBEBEAERLFEE
BERA - AR¥746,000
TEBENBROAERN X
HREEEBEERORER -

d) 2R R %
(i) SR 1B R B A ] i A

B & (B 18 AR & Rl AR 9 |
B R AR T TG BT iR
MAERZEERE - 1R
BRE#HERRE AR
AR mERR B [ ft 9k
TAAARKRE - REAXAA
AEZBEEEDKREE
Hi& - Bee higEER—

MR ETEBIE 2 B HAER -

BEARBEFEHEZTEAMN
BEEFEZRHEE -
BRRNERRERFRD -

27 CAPITAL, RESERVES AND DIVIDENDS

(continued)

(©)

(@)

Share capital (continued)

)

Shares granted under restricted share award scheme

During 2014, 100,000 shares were granted to
directors and 489,000 shares were granted to
employees. An amount equivalent to the par
value of the shares granted of RMB47,000
was transferred from the capital redemption
reserve to the share capital and RMB746,000
was transferred from the share-based payment

reserve to share premium.

Nature and purpose of reserves

@)

Share premium and capital 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.

Capital redemption reserve represents the par
value of shares repurchased and held by the

trustee which are treated as treasury shares.
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BELBEERRBRED
BMAEXSHMARRARE
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27 CAPITAL, RESERVES AND DIVIDENDS
(continued)

(@

Nature and purpose of reserves (continued)

(i)

(ifi)

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.

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.
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27 EA - il BB (4) 27 CAPITAL, RESERVES AND DIVIDENDS
(continued)
(d) s 2 PR R M (4 (d) Nature and purpose of reserves (continued)
(iii) 7 E (4 (iii)  PRC statutory reserves (continued)
— M EEE General reserve fund
AT A B AR IE The subsidiaries in the PRC are required to
SERBRERBEESE appropriate 10 percent of their after-tax profit,
BREEEF10% D E— as determined in accordance with the PRC
BFEEES  BEERELS accounting rules and regulations, to general
HREZFMERH 0% & reserve fund until the reserve balance reaches 50
- EBESEEFELA percent of the registered capital. The transfer to
EMEZFEADIKRE this reserve must be made before distribution of
AIEH ° a dividend to shareholders.
EREFEREED Enterprise development fund
ETHREMMEARMAER Certain subsidiaries in the PRC are required
VhHEERES EEZ to set up an enterprise development fund.
LHMBAREETSRIGE Transfers to this fund are made at the discretion
RTE % E e R A ARHE of the board of directors of the subsidiaries.
MEAREESEENE This fund can only be utilised on capital items
R EARIEE £ (flanszE for the collective benefit of the subsidiaries’
BE RERHEMETE employees such as the construction of
k) o ZESBRIFEIN dormitories, canteens and other staff welfare
TEEDE - MZESNE facilities. This fund is non-distributable other than
BYyBAERERFEEAD on liquidation. The transfer to this fund must
IRAR S RITED o be made before distribution of a dividend to

shareholders.
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(d)

(e)

fiti il 2 PR % R 3 (48)
(iv) [FEL

PE L R B R R E eI
ES A= INEI B e -3
EHPTAE R Z5

(v)  LURGFFERERT ST

VAR AR 7 ETE B SN R
EARIRFIRES(n) (1) WA
VAR D R E T A & 5T
BER BREETAEKH
BENRITERRERE
BR 1 B 0 22 B 0 B R S fih
SBENAREE-

Y 23O i

RZE—NF+=A=+—8 "
A5 R T A A AR R /&
wE A B AR 1,338,319,000
T(ZZE—Z=ZF: AR
1,208,879,0007T) °

ZZ—NEFHR Annual Report 2014

(BEERBIN - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

27 CAPITAL, RESERVES AND DIVIDENDS
(continued)

(@

(e)

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.

Share-based payment reserve

The share-based payment reserve comprises the
fair value of the actual or estimated number of
unexercised options and restricted share awards
granted to employees of the Group recognised in
accordance with the accounting policy for share-

based payments in note 3(n)(ii).

Distributability of reserves

At 31 December 2014, the aggregate amount

of reserves available for distribution to equity

shareholders of the Company was approximately
RMB1,338,319,000 (2013: approximately
RMB1,208,879,000).
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27 AR ~ Al BB B ()
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27 CAPITAL, RESERVES AND DIVIDENDS
(continued)

() Capital management

The Group’s policy is to maintain a strong capital base
so as to maintain creditor and market confidence and
to sustain future development of the business, by
pricing products and services commensurately with
the level of risk and by securing access to finance at a
reasonable cost.

The Group actively and regularly reviews and manages
its capital structure to maintain a balance between
the higher shareholder returns that might be possible
with higher levels of borrowings and the advantages
and security afforded by a sound capital position, and
makes adjustments to the capital structure in light of

changes in economic conditions.

The Group monitors its capital structure on the basis
of a total liabilities-to-capital ratio. For this purpose,
capital is defined as total equity. In order to maintain or
adjust the ratio, the Group may adjust the amount of
dividends payable to shareholders, issue new shares

or return capital to shareholders.
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27 CAPITAL, RESERVES AND DIVIDENDS
(continued)

(f) Capital management (continued)

Total liabilities-to-capital ratio at 31 December 2014

R=+—BzHRB8EEERLEX and 2013 was as follows:
T
REE
Group
—ZT-mF —T—=4F
2014 2013
mEEE Current liabilities 1,279,879 1,335,083
JEMBEE Non-current liabilities 784,227 608,339
BERE Total liabilities 2,064,106 1,963,397
EREE Total equity 1,864,327 1,984,295
MEEEEARLZE  Total liabilities-to-capital ratio 1.1 0.99

AR TR E B A T WA
LA EATR -

Neither the Company nor any of its subsidiaries are

subject to externally imposed capital requirements.
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28 7RI 28 COMMITMENTS
(a) BEARSE (a) Capital commitments
AZE-—MEF+—A=+—H1 Capital commitments outstanding at 31 December
RN E M BRRELBEENE 2014 not provided for in the consolidated financial
AT statements were as follows:
rEE
Group
—=E—MmEF —E =5
2014 2013
RIS Contracted for
—EEEE — Fixed assets 90,167 96,044
EEBEERTN Authorised but not contracted for
—BEEE - Fixed assets 52,141 102,867
142,308 198,911
(b) REBRALERE (b) Operating lease commitments
RZE—NFE+—_A=+—8 At 31 December 2014, the total future minimum lease
AR PR A H8H 48 = A8 29 FE 1T A R payments under non-cancellable operating leases are
REARIA ETFRARFRAT ¢ payable as follows:
AEEH
Group
—Z—MF —T—=fF
2014 2013
—FR Within 1 year 1,957 1,891
—FUAEBERFURN After 1 year but within 5 years 17,867 4,576
AFRE After b years 28,769 31,228

48,593 37,695




28 7RI (%)

(b)

(©)

B AEHTURYE (B

AEERBEKEENEESZEY
¥ -BEREEH-RA—EL
F o AREHRBEME FREE
BEREST - ZEFHEOBTIR

Jilk SR A

AEBERETREERP ([ZOER
FDAIZ—FHNa 8 (EH
YTEBFEZ) Bt A5E
R BRI E i B EE NI E
BRAZVNEFBENEETE
BERWEHE EHREHR B
RIMARNEFPBREEHENSE
L
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28 COMMITMENTS (continued)

(b) Operating lease commitments (continued)

The Group leases a number of properties under
operating leases. The leases run for an initial period of
one to seven years, with an option to renew the leases
when all terms are renegotiated. None of the leases

includes contingent rentals.

(¢) Purchase commitments

The Group entered into one-year contracts (renewable
and reviewed annually) with certain selected farmers
("Contract Farmers”) under which the Group agrees
to purchase live chickens, upon fulfilment of certain
quality requirements, from the Contract Farmers
at an agreed price determined based on the then
prevailing market prices. The amounts of live chickens
contracted to be purchased from the Contract Farmers

at the end of the reporting period were as follows:

AEE

Group
—E—MEF —ET—=F
2014 2013

&4 Contracted for

435,447 358,675
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28

29

7RYE (4)
d) SERE

AEEEEETEFFIL—FH
BEH (TERY B SFEZ)
Bt ARBREBREEERT
BEENHEEBRLOEHN - A
REE BB —REFHE - RN
BEHR  BRIORAZSEFPH

28

COMMITMENTS (continued)

(d) Sales commitments

The Group entered into one-year contracts (renewable
and reviewed annually) with certain customers under
which the Group agrees to sell chicken meat at an
agreed price determined based on the then prevailing
market prices. The pre-determined price typically

agreed on a seasonal basis. The amounts of chicken

EHAMSTBOOT meat contracted to be sold to these customers at the
end of the reporting period were as follows:
REE
Group
—B-mE —T=F
2014 2013
BET4 Contracted for 16,791 145,929

B £

—ZENERE AEERATDH
AHMERRY IPERBRHEES
(TCCRC) ° fzult, - ANEEEERI AR
ANTHBEDITZAK - RERWE
ETmEERR  BEENER (DR
BRETMEETE  HEBEAERE
IRMIRE 28(c)) B B R HE < thsh - A%LE
EEABEERP (THEADFZHE
EmmERREERA B —B&
BEEN AEEBAERISHEE -
AEE AR RAREARERET
B HEARBHTETHENSEE
T HIEABER0% N FREMAHES

29

CONTINGENT LIABILITIES

Since 2009, the Group has adopted a contract farming
arrangement for chickens, namely China Chicken Raising
Company (“CCRC"), under which the Group contracts with
individuals (the “Contractors”) and agrees to purchase live
chickens, upon fulfilment of certain quality requirements,
at an agreed price determined based on the then prevailing
market price (the corresponding purchase commitments
is disclosed in note 28(c)). In addition, the Group assumes
a guarantor role in the lease agreements between the
Contractors and owners of farms (the “Lessors”), whereby
the Group guarantees the payment of rentals in the event
of default by the Contractors. The Group also undertakes to
either replace the Contractors to continue the execution of
the leases or compensate the Lessors with 50 percent of the
remaining rental payable if the Contractors withdraw from

the lease.
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CONTINGENT LIABILITIES (continued)

At 31 December 2014, the total future minimum non-
cancellable lease payments of the Contractors under CCRC

model are payable as follows:

AEE

Group
—ZT-mF —T—=F
2014 2013
—&FR Within 1 year 5,581 7,235
—FLA FERFURA After 1 year but within 5 years 19,951 26,303
RAEMNE After 5 years 969 6,433
26,501 39,971

BH N 122 5 30 RELATED PARTY TRANSACTIONS

BRUBRESARBOBEALER
S AEEEAMTEABRBEALR
%o

(a) BN A 06 B SBE\ L  Bi4%

FA - EBTIZTHZZEARR
BEALRS :

BEALTRRE
Name of party

In addition to the related party information disclosed
elsewhere in the financial statements, the Group entered

into the following material related party transactions.

(a) Name and relationship with related parties

During the year, transactions with the following parties

are considered as related party transactions:

HEERE A T YRR

Relationships

AR ERNDBERAR ([ RERMEZE]) * AP A T

Great Wall Enterprise Co., Ltd. ("GWE") Ultimate holding company
ARKEIRR (33R%) AR A7) ([ RBCEIRR 1) RER AR

Great Wall International (Holdings) Ltd. (“GWIH") Intermediate holding company

AREBLER (R BRAT ([ AKESFILR]) * ARKEIRR (AR A BEI R IR A R]) BB &2 A
Land O’ Lakes/Great Wall Enterprise Nutrition Associate of GWIH, intermediate holding

Technologies (Beijing) Co., Ltd. (“LOL-BJ") company of the Company
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30 BEALRE (8) 30 RELATED PARTY TRANSACTIONS
(continued)
(@) B S5 B B A L i B4R (a) Name and relationship with related parties (continued)
(%7)
BEEALRE EARE A T HER

Name of related party

Relationships

LR FERBER AR ([HEH0KHM]) *
Great Wall Yung Huo Food (Beijing) Co., Ltd.
("“"GWYHB")

TREERMRMNARAR ([2eeEERM ) *
Total Nutrition Technologies Co., Ltd. (“TNT")

A Em(RE)BRAR ([REKEmR(KE) D) *
Great Wall Food (Tianjin) Co., Ltd. (“GWF-TJ")

RKBMER(K2)BRAR ([ AKBMRMA]) *

DaChan Showa Foods (Tianjin) Co., Ltd. (“DSF")

Marubeni Corporation (“MAR")

Marubeni (Beijing) Co., Ltd. (“MAR-BJ")

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

BLEERAERAR ((RILUFETRRAD *
Tai Ji Food Co., Ltd. ("TJF")

DaChan (VN) Co., Ltd. (“DVN")

AR (R A BB SRR A ) #)
NG

Subsidiary of GWE, ultimate holding company
of the Company

RBCRI 2 (AR BRI RAIER AT B
iz PNG]

Subsidiary of GWE, ultimate holding company
of the Company

RBEIRR (R R B R R ERR A R B 2 A
Subsidiary of GWIH, intermediate holding
company of the Company

AR (AR A BEI RN ER A R]) IR E 2 )
Subsidiary of GWIH, intermediate holding

company of the Company

DEBCER

Minority shareholder

Marubeni (2% ) F T E A 7
Subsidiary of Marubeni, minority shareholder

Marubeni (> £A% 58 ) K FTE A 7
Subsidiary of Marubeni, minority shareholder

AR (R A RIB R AT #)
NG

Subsidiary of GWE, ultimate holding company
of the Company

/N[t =PNG|
Subsidiary of an associate
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RELATED PARTY TRANSACTIONS

Name and relationship with related parties (continued)

HEERE A T RR

30 BEALRY (48 30
(continued)
() B4 B B A i Wl 1 (@
(#0)
BEALERE

Name of party

Relationships

NEEEABERER AT ([ REEH]) *
Dalian Huadu DaChan Agri Co., Ltd. (“HUADU-DL")

I RERERESKMERAR ([HERER]) *
Beijing Food China Online Information & Technology
Co., Ltd. (“BJFC")

IREWFHBRER AR ([JEREW]) *
Beijing Universal Chain Food Co., Ltd. (“"BUCF")

PEZRRYBMN AR AR
Food China Global Co., Ltd. ("FCG")

Hansen Inc.

RAEZERBR AR ([AHME]) *
Dacheng Land Development Limited (“DLD")

REBFERBEFMEREBRA A (EZRHEE]) *
Advent Prosperity Real Estate Development Co., Ltd.
("APRD")

B8 A Bl e B R Al
Associate of a subsidiary

AR (R A BRI R NMER A R]) BB & A &)
Associate of GWIH, intermediate holding
company of the Company

AR (R R BRI RAER A ] B
{il=YNG]

Subsidiary of GWE, ultimate holding company
of the Company

AR (R A BRI R MR A R]) BB &2 A
Associate of GWIH, intermediate holding

company of the Company

HBRELE  BRELE  BRFEERER
REEHRAREERER 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.

Hansen Inc. 92 & B A F]
Wholly-owned subsidiary of Hansen Inc.
BV 2 B A

Associate of a subsidiary
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30 BEEALRY (%)

(@

LEYSRATY I b YR E]

(#0)

REALERE
Name of related party

RELATED PARTY TRANSACTIONS
(continued)

Name and relationship with related parties (continued)

HEERE A T RR

Relationships

AKREREm (&) BRAR*
Dachan Liangyou Foods (Shanghai) Co., Ltd. (“DLS")

FERYERAR*
Foodchina INC (“FCI")

ANERERFHTRERIRERR AR *
Mengcun Hui Autonomous County Construction
Investment Co., Ltd. (“MCCI")

* REEWHEXBRERSE -
% % X A HE E A T A T 3R

~
7

AR (R A BB SRR A ) #)
/NG|
Associate of GWE, ultimate holding company

of the Company

RBCRI 2 (AR BRI RAIER AT B
kNS
Associate of GWE, ultimate holding company

of the Company

MEBARKRES

Investor of a subsidiary

The English translation of the company names is for reference

only. The official names of these companies are in Chinese.
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30 BHEEALRY (8) 30 RELATED PARTY TRANSACTIONS
(continued)

b) FERBEEALRY (b) Significant related party transactions
FAEREEATRINFEN Particulars of significant related party transactions
I~ @ during the year are as follows:

—E-mF =5
2014 2013
BREERS Recurring
HET : Sales to:
DERE A minority shareholder
—MAR - MAR 144,455 243,668
JES NG| Fellow subsidiaries
—DVN — DVN 206,460 118,133
— B E BRI - GWYHB 1,162 2,231
—TNT —TNT - 387
— b EEW - BUCF 51 96
—BRILFEERM -TJF 2,794 1,498
210,467 122,345
AN An associate
— NIEEE - HUADU-DL 10,597 15,298
RALIER 2 Al Ultimate holding company
— KRR - GWE - 26

365,519 381,337
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30 BEEALRY (%)

(b)

TR LS ()

30 RELATED PARTY TRANSACTIONS

(continued)

(b) Significant related party transactions (continued)

FABEBREEALRSHFFEN

Particulars of significant related party transactions

T = (%) during the year are as follows: (continued)
—E-mF =5
2014 2013
KEMRS (&) Recurring (continued)
EER Purchases from:
EES NG| Fellow subsidiaries
— b= - BUCF 18 25
— R REE BRI - TNT 7,320 7,723
— KRR m(R=E) - GWF-TJ 4,418 5,664
— KK R M - DSF 4,449 6,088
16,205 19,500
HEgEA 1 Other related parties
—RKEZFILR - LOL-BJ 413 1,613
—FCl - FCl 129 -
—DLS -DLS 34 _
576 1,613
VAN An associate ~ TTTTToTomToomTommommoomoomoonoes
— RIEEH - HUADU-DL 11,604 17,517
DERE A minority shareholder ~ TTTTTTTTTToTTomTomToomoomoonoees
—MAR - MAR - 27
DB R AT E 2 ] Subsidiaries of a minority shareholder
—MAR-DL - MAR-DL 4,848 7,960

33,233 46,617
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(b)

FRBEALZE S (4)

FABTBREEALRSHFHBN
™ (&)
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30 RELATED PARTY TRANSACTIONS
(continued)

(b) Significant related party transactions (continued)

Particulars of significant related party transactions

during the year are as follows: (continued)

Bt s —ZT-F —T—=F
Note 2014 2013
BEUERS (&) Recurring (continued)
EEENT Management fee paid to:
DERE A minority shareholder
—MAR - MAR (i) 615 619
615 619
HEMNF Rental paid to:
EES VNG| A fellow subsidiary
— R BEm(RE) - GWF-TJ - 25
HEWEE : Rental received from:
VN An associate
— NEEE - HUADU-DL 1,800 1,800
FANRAT ¢ Advance to
&R A] An associate
—REKEK - DLDC - 11,330
B 5 Notes:

(i) MHFLEREHEEEETEAN
RARRXMBRARNRMIMIER
R FF o

(i) The management fee paid to a minority shareholder was
primarily for the technical assistance rendered to a subsidiary

in respect of its food processing activities.
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30 BIEALRY (8) 30 RELATED PARTY TRANSACTIONS
(continued)
(c) FEFAHFAEMNE (¢) Key management personnel remuneration
AEBEFZEEEAGEHE (B Remuneration for key management personnel of the
EH S EEEN FTARRE Group, including amounts paid to the Company's
ENeBELNFEIMEEENT directors as disclosed in note 8 and certain of the
ET&EaFHEENSRE) AT highest paid employees as disclosed in note 9, is as
follows:

—Z—-MF —T—=fF

2014 2013

5 ERE B F Short term employee benefits 9,614 9,685

BRIRETEI AR Retirement scheme contributions 168 149

ARGAD BERER 15 Share-based payments 106 335

9,888 10,169

Be@zme st A T8 TR (Ft
FE6(b)) °

Total remuneration was included in “staff costs” (note
6(b)).
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30 RELATED PARTY TRANSACTIONS

(continued)
JHRE W e N -k O (d) Amounts due from related parties
RIEHR - NEEB AT EE As at the end of the reporting period, the Group had
AL #Ee the following balances with related parties:
Bt s —ZT-F ZE—=%F
Note 2014 2013
R E S AR Trade receivables from: (i)
JZES NG| Fellow subsidiaries
—DVN - DVN 22,993 16,878
—4b ok - GWYHB 150 354
— DR BN - TNT - 123
—BILRERM - TJF 907 108
NP AR - DSF 4 _
— b RER - BUCF 2 10
24,056 17,473
LB A minority shareholder
—MAR - MAR 11,055 18,537
AN An associate
— NIEEE - HUADU-DL - 1,129
H A ERGRIE Other receivables from:
& A] An associate
— KRB - DLDC - 11,330
STAEMEUIE  Included in other receivables
(H1a%20) (note 20) 35,111 48,469

(i)

BEALTHERE S KRN
TEEW - R EREER
—FRWE e X-F M
FH+-_HA=1+—B8 1&
B % ERAELERRE
B8 o

Trade receivables from related parties are
unsecured, interest free and are expected to
be recovered within one year. There was no
significant impairment loss made against these
amounts at 31 December 2014.
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30 BEEALRY (%)

30 RELATED PARTY TRANSACTIONS

(continued)
(e)  MEATBH A A5k (¢) Amounts due to related parties
RMERR - NEB A A T#EE As at the end of reporting periods, the Group had the
A& following balances with related parties:
Bk —Z—mE —T—=F
Note 2014 2013
ENESIRX : Trade payables to: (i)
[EZH1/8 2 7] Fellow subsidiaries
—AKEm(KE)  -GWF-TJ 451 411
— KRR m - DSF 470 903
— PR EE R —TNT 320 -
1,241 1,314
& A] e @800
— RIEEH - HUADU-DL 1,170 -
1,170 -
EEg#EA 1 Grerikeders 0 N 0
—RKEEILR - LOL-BJ - 94
- 94
DERRERA Aabdyeramiesy N 0
NG| shareholder
—MAR-DL - MAR-DL 772 459
3,183 1,867
HAEMFRIE - Crermene N 0
HFEEA + Other related parties
—MCCI - MCCI 35,040 -
FIAEAFEMFIE  Included in other payables
(H17#23) (note 23) 38,223 1,867

()  FBAEALHVENESERX
THEEHE - 28 RBEHR
—FRERN -

i)

Trade payables to related parties are unsecured,
interest free and are expected to be paid within

one year.
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AEENFESRIABERS KR
TEEY  BREZHRERRLEMER
HIE - FFEERRENE SRR EE
ENRE EAKELEE XK BRE

TELAGEERR  MEXEAR  E¥E
B XBEAR  RBEERBMER

Bk - REBTMEAEEARTREZ
5L AR B R o

AEEAENERRRRAREER
B A 2\ BT R R B0 B 75 L e B IR BRUSR
REREHNMT

(a) {5 Eem B

EERRER ST EATHX
NEEIFIE  T2ELAAKHE
MM E Z R R B RE A+
PIH o AEEBBERERERS
KHFREEEERR - AEEE
BEAFRAEBREMBEERNE
FETRS  BEEEKE SR
HEEBEERR - REBRERE
18 BB 4 15 BAR P2 ] - AT
BEEEBIBER - ARERESE
ERE - IS ARERERSR
P WG IR &SRR - T 2B A
HEREEABRE - REEH
Z b EBERBREERRT
ERNETEE-—FEFPHL &
REERRE RRESE T BR
REABZERMEENKREEL -
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FINANCIAL RISK MANAGEMENT AND
FAIR VALUES

The Group's principal financial instruments comprise
cash and cash equivalents, trade receivables and other
receivables, interest-bearing borrowings and trade payables
and other payables. Exposure to credit, interest rate,
currency, business, liquidity and commodity price risks arise
in the normal course of the Group’s business. The Group is
also exposed to equity price risk arising from movements in

its own equity share price.

The Group's exposure to these risks and the financial risk
management policies and practices used by the Group to
manage these risks are described below:

(a) Credit risk

It is the risk that a counterparty is unable to pay
amount in full when due. It arises primarily from the
Group's trade receivables and amounts due from
related parties. The Group limits its exposure to
credit risk by rigorously selecting counterparties. The
Group mitigates its exposure to risk relating to trade
receivables by dealing with diversified customers with
sound financial standing. The Group seeks to maintain
strict control over its outstanding receivables and has a
credit control policy to minimise credit risk. In addition,
all receivable balances are monitored on an ongoing
basis and overdue balances are followed up by senior
management. The Group's diversified business base
ensures that there are no significant concentrations
of credit risk for a particular customer. The maximum
exposure to credit risk is represented by the carrying
amount of each financial asset in the consolidated

statement of financial position.
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31 ik B AT B 4 o A (&)

(a)

(b)

1 £2 L B& (%)

ZlSE@E;TE’JTD,\HﬁAIKQ
BREFPHEFIEMEE

|

XEEFE LF)/TZ‘_I:?T%TQ.%
MFERERE  ARBEAEE

WEREZR SRS E & F H(E
ANEFHETEAE HERBE
£ NIREHIR - BIRE Z IR
R H A FE R IR AR RE R R B AN &
EsABEFLAEAREH D5
528%(ZF—=%F:7%) &
11.9% (ZF—=% :245%) °

FEAEBREEZE S REMEIR
RENEERBRNE—SELE
BB AME19 X 20 °

i ) P

EEERPESRARITEH A&
HERTHFEEERAREEDN
B RBEEEEYKTE - KAAX
SENEERTHES - WRIERE
HRESRERBNTE - AEE
W E A B RBEARTEE
MRFHES ERHBERBEMTE
RS P18 - L/(/ﬁﬁf't$’ilﬁm@j

B PRA ] DaChan Food (Asia) Limited

31 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (continued)

(@)

(b)

Credit risk (continued)

The Group's exposure to credit risk is influenced
mainly by the individual characteristics of each
customer rather than the industry or country in which
the customers operate and therefore significant
concentrations of credit risk primarily arise when
the Group has significant exposure to individual
customers. At the end of reporting periods, 2.8
percent (2013: 7 percent) and 11.9 percent (2013:
24.5 percent) of the total trade receivables was due
from the Group's largest customer and the five largest

customers, respectively.

Further quantitative disclosures in respect of the
Group's exposure to credit risk arising from trade and

other receivables are set out in notes 19 and 20.

Liquidity risk

In the management of liquidity risk, the Group
monitors and maintains a level of cash and cash
equivalents deemed adequate by management to
finance the Group's operations and mitigate the
effects of short-term fluctuations in cash flows.
The Group's treasury department is responsible
for maintaining a balance between continuity and
flexibility of funding through the use of banking
facilities in order to meet the Group's liquidity

requirements.
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FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (continued)

it )b MR B (47) (b) Liquidity risk (continued)
TRAMRPREPRANEE KR The following table details the remaining contractual
ANElgR N ARBERE LM RAER maturities at the end of reporting period of the Group's
REREFECHEITEEHAR and the Company’s non-derivative financial liabilities,
(BREEREEHNEFAENFEFK which are based on contractual undiscounted cash
18 EFBAE - BN RE flows (including interest payments computed using
HRFEHE)  RAEERAR contractual rates or, if floating, based on rates current
AR XFEEE at the end of reporting period) and the earliest date the
Group and the Company can be required to pay:
rEE Group
“E-ME
2014
BRER
ERBe —ERg —ENE MENLE
NELE REREE EORWE  EOREE
Total Within ~ Morethan  More than
[RAE  contractual 1 year 1 year 2 years
Carrying undiscounted oron but less but less
amount cash flow demand than2years than5 years
FATER Bank loans 893,963 949,548 125,687 19,409 804,452
ERE SRR Trade payables 690,470 690,470 690,470 - -
HihEFIE Other payables 456,726 456,726 456,726 - -
2,041,159 2,096,744 1,272,883 19,409 804,452
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31

<o b L 4 L e 2 S AL (480

(b)  FEEREE (8)

(b) Liquidity risk (continued)

31 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (continued)

REE (&) Group (continued)
2013
LIS
FREe —EM —ENE REM £
nERE  REXER BIRmE  BIRLE
Total Within More than More than
fREE  contractual 1 year 1 year 2 years
Carrying  undiscounted oron but less but less
amount cash flow demand  than2years  than b years
RITER Bank loans 820,378 849,353 229,698 618,263 1,392
RNE HERN Trade payables 740,321 740,321 740,321 - -
H A R Other payables 382,364 382,364 382,364 - -
1,943,063 1,972,038 1,362,383 618,263 1,392
ZNNS Company
“z-pmF
2014
SRR
i3k —ERg —EhE MENL
REEE REXBE BINEE  BIREE
Total Within ~ Morethan ~ More than
[RAE  contractual 1 year 1 year 2 years
Carrying undiscounted oron but less but less
amount cash flow demand than2years than5 years
RITER Bank loans 761,168 813,773 17479 17479 778,815
H A R Other payables 1,772 1,772 1,172 - -
ENBEALE Amount due to
related parties 319 319 319 - -
773,259 825,864 29,570 17479 778,815
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31 FINANCIAL RISK MANAGEMENT AND

FAIR VALUES (continued)

it )b MR B (47) (b) Liquidity risk (continued)
RATF) (&) Company (continued)
2013
AtRR
ERe —EM —FUE AER L
nERE  REXER W BIRWmE  BIRLE
Total Within More than More than
fREE  contractual 1 year 1 year 2 years
Carrying  undiscounted oron but less but less
amount cash flow demand  than2years  than b years
RITEHN Bank loans 752,627 781,206 163,607 617,599 -
HihEFIE Other payables 9,042 9,042 9,042 - -
EfEEZAL#E Amount due to
related parties 233 233 233 - =
761,902 790,481 172,882 617,599 -
F = [ pia (c) Interest rate risk

AR BB ETAOFIR R 05 I
FHRBRIE 24 - AEEEOTH
AR EHEARN L LD EHR
SRELBHNER

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.
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31 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (continued)

(©)

(d)

Interest rate risk (continued)

At 31 December 2014, 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 RMB7,366,711
(2013: RMB6,834,106), 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 2013.

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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31 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (continued)

(d) Currency risk (continued)

®

Exposure to currency risk

The following table details the Group's exposure
at the end of reporting period to currency risk
arising from recognised assets or liabilities
denominated in a currency other than the
functional currency of the entity to which they
relate. For presentation purposes, the amounts
of the exposure are shown in RMB, translated

using the spot rate at the year end date.

Group

Exposure to foreign currencies (expressed in

thousands of Renminbi).

—E=—mEF
2014
UsD RMB HKD
E AR AIT
JEWE ZBRK Trade receivables 2,369 - -
Re MAEEEY Cash and cash
equivalents 13,421 42,482 979
FERTE HERK Trade payables (77,335) - (303)
FTREMER Interest-bearing
borrowings (153,710) - -
ERREEN Net exposure arising
BEEEZFRR from recognised
A assets and liabilities (215,255) 42,482 676
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31 S@mpEgo kAR (8) 31 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (continued)
(d) FEW R (47) (d) Currency risk (continued)
(i) BB () (i)  Exposure to currency risk (continued)
—T—=F
2013
usD RMB HKD
ETT ARK BT
JEUE 5 BR 3k Trade receivables 28,632 = =
RERFLEEY Cash and cash
equivalents 15,826 9,705 151
FERTE SRR Trade payables - - -
FTEERK Interest-bearing
Borrowings (45,343) (61,051) -
ERREERARE Net exposure arising
BEE 2 F R AE from recognised
assets and liabilities (885) (51,346) 151

(ii)

TREY - REAEEM
RSB ERTE  HR
BERREAEE@HRE
A B BE RN % B 3R
BE - BEAKERKRRE
BiEEMN(REFAM)
EXNEEE - FRED
TEEAEEARBNA
B MESREIAES RE
RN EH LN B
FHE o

(it)

Sensitivity analysis

The following table indicates the instantaneous
change in the Group's loss or profit after
tax (and retained profits) that would arise if
foreign exchange rates to which the Group has
significant exposure at the end of reporting
period had changed at that date, assuming all
other risk variables remained constant. The
sensitivity analysis includes balances between
Group entities where the denomination of the
balances is in a currency other than the functional

currencies of the lender or the borrower.
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FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (continued)

5 s MR B (%) (d) Currency risk (continued)
(ii) BV () (ii)  Sensitivity analysis (continued)
AEE Group
—E-mF —T—=F
2014 2013
HIRBi% HIRHE
g} yintl)e
Bzt BERA BEEF/ BERA
(FF%) i (B&) 0}
Increase/ Effect on Increase/ Effect on
(decrease) profit after tax (decrease)  profit after tax
in foreign and retained in foreign and retained
exchange rate profits exchange rate profits
ARE RMB 5% 7,452 5% 2,279
-5% (7,452) (5%) (2,279)

ERZFIN DT R/AEHE
NEIREREBERE
HROBRB & EEIOREN R
#z o ROTEZIMER
HEHRE HABIHE X
BmE S ANREESE]

+ . o8
RERse -

BB 547 T 3 2R 0B
BB s B R A A
BREAEEEATE AR
EHETAETAMESE
B IE - R
(RERFX)@HTE
TEL - SR ER =T
—Z i8R

Results of the analysis as presented in the
above table represent an aggregation of
the instantaneous effects on each of the
Group entities’ loss or profit 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 2013.
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31 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (continued)

(e)

Business risk

The Group is exposed to financial risks arising
from changes in prices of livestock and livestock's
agricultural produce and the change in cost and supply
of feed ingredients, all of which are determined by
constantly changing market forces of supply and
demand, and other factors. The other factors include
environmental regulations, weather conditions and
livestock diseases. The Group has little or no control

over these conditions and factors.

The Group is subject to risks relating to its ability
to maintain animal health status. Livestock health
problems could adversely impact production and
consumer confidence. The Group monitors the health
of its livestock on a regular basis and has procedures
in place to reduce potential exposure to infectious
diseases. Although policies and procedures have been
put into place, there is no guarantee that the Group will

not be affected by epidemic diseases.

The Group manages its exposure to fluctuation in the
price of the key raw materials used in the operations by
maintaining a large number of suppliers so as to limit

high concentration in a particular supplier.



31 ik BE AT B K A fo el (40)

®

(€9)

ot R L B

75 &5 | T 5 E A R ER BB TR A R
Al EK R T HAR fn B8 A (E (A
ARIFEEE ERR R FEARIRIE R E oK
RS HE mER R ER AR B
TEEFAEENERER - HixE
AEELRZEARTHEMER
KRBT E  ARERBIHE
KRBT LEMITERLD 1t
B LEHEARREAERKE
(BLUL I B A EFE &7
AAR) BmiTERNAARE
BEHNGEERRPER

A el fi i

(i) ZHMEERAEUNTE
(EREAR

RIZEBRI KRS LS
1BRARBEFE K&
B AABEEES /=
BEEHK- 2R BEFEZ
MAN Ty 2 BRGE T EPTE
RMEE 2z BRIENE

B

° F1REE : EFER
F1REBHEZR
AEE - BREER
HAFEE BT 35 1 AE [R)
BAESNBERECHE
B E

ZZ—NEFHR Annual Report 2014

(BEERBIN - UARKETTES)

(Expressed in thousands of Renminbi unless otherwise stated)

31 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (continued)

®

(€9)

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 commodities, 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 technique as follows:

o 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
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31 FINANCIAL RISK MANAGEMENT AND

FAIR VALUES (continued)

(g) Fair value measurement (continued)

@)

(it)

Financial assets and liabilities measured at fair value

(continued)

° 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 only financial asset and liability
measured at fair value is commodity derivative
contracts, fair values of which are measured
using quoted prices from independent trading
agents without adjustments and therefore fall
into level 1.

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
2014 and 2013.
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ACCOUNTING ESTIMATES AND
JUDGEMENTS

Key sources of estimation uncertainty

Note 25(a) contains information about the assumptions

relating to the fair value of share options. Other key sources

of estimation uncertainty are as follows:

@)

(it)

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.

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.
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ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

Key sources of estimation uncertainty (continued)

(iii)  Depreciation

(v)

I[tems of property, plant and equipment are
depreciated on a straight-line basis over the estimated
useful lives of the assets, after taking into account
the estimated residual value. The Group reviews the
estimated useful lives of the assets regularly in order
to determine the amount of depreciation expense
to be recorded during the year. The useful lives are
based on the Group's historical experience with
similar assets and taking into account anticipated
technological changes. The depreciation expense
for future periods is adjusted if there are significant

changes from previous estimates.

Income tax

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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ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

Key sources of estimation uncertainty (continued)

)

Fair value of biological assets and agricultural produce

The Group's biological assets are valued at fair value
less costs to sell and the Group's agricultural produce
is measured at fair value less costs to sell at the time

of lay.

Management considers that there is no active market,
market-determined prices or values or professional
valuers are not available to carry out the valuation of
the biological assets. As such, management uses
prices of recent market transactions, market prices
for similar assets and sector benchmarks as a basis
for measuring fair value. These prices are adjusted to
reflect differences in characteristics and/or stages of

growth of the assets.

In respect of agricultural produce, management is of
the view that there is no quoted price in the market and
the fair value is determined based on the most recent

market transaction price in the local area.

33 IMMEDIATE AND ULTIMATE HOLDING
COMPANY

At 31 December 2014, 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.
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POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND
INTERPRETATIONS ISSUED BUT NOT
YET EFFECTIVE FOR THE YEAR ENDED
31 DECEMBER 2014

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 2014 and which have not been adopted
in these financial statements.

Of these developments, the following relate to matters
that may be relevant to Group’s operations and financial
statements:

RTFI B H %
IR SRR AR
Effective for
accounting periods

beginning on or after

BRI B ELEBNE VG [ KRG &R B ma =5 7% ]
Amendments to IFRS 11, Accounting for acquisition of interests in joint operations

RE TR 165% MR SRt ERIFE38NE [T E R ATEX 0%

—ZT—X"¥—H—H
1 January 2016

—FxE—A-E

Amendments to IAS 38, Clarification of acceptable methods

of depreciation and amortisation

RSS2 RIS [ E L ATAIAI Wz |

IFRS 15, Revenue from contracts with customers

BRI T3 S 2RI 95% [/ LA/
IFRS 9, Financial instruments

AEEEFAZFERT - A K
EERTFERAMAEBERNE
2 -REBANMSER RAREFE
AR KA e RN EB OGRS VB HER
ERERTE

1 January 2016

—E—+F—H—H
1 January 2017

—2—/\F—A—A
1 January 2018

The Group is in the process of making an assessment of
what the impact of these amendments, new standards and
new interpretations is expected to be in the period of initial
application. So far it has concluded that the adoption of them
is unlikely to have a significant impact on the consolidated

financial statements.
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REGISTRAR AND TRANSFER OFFICE

Tricor Investor Services Limited
Level 22, Hopewell Centre

183 Queen's Road East
Wanchai, Hong Kong

WEBSITE
http://www.dfa3999.com

STOCK CODE
3999

INVESTOR RELATIONS

For enquiries relating to investor relations, please contact:
Senior Manager of Investor Relations

Tel: +86-10-59047681

Fax:+86-10-59070176

E-mail: investors@dachan.com.cn
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AFEMBIRE

Five Years Financial Summary

BEt-A=1-HLEE

For the year ended 31 December

“E-mE —T--fF —ET-—fF -T——% —T-TF
2014 2013 2012 2011 2010
BEBAAREEET) Turnover (RMB million) 11,406 11,752 11,435 11,216 9,552
EF(ARBEET) Gross profit (RMB million) 647 695 728 856 658
EFIE (%) Gross profit margin (%) 5.70 5.90 6.40 7.60 6.90
FE(HEB)/E (Loss)/profit for the year
(AREEET) (RMB million) (94) 31 112 253 147
4 (B) /I (%) Net (loss)/profit margin (%) (0.82) 0.26 1.00 2.30 1.50
ADEHEZEAB AES (B18),/ (Loss)/profit attributable to owners of
w®H(ARBEETL) the Company (RMB million) (108) (9) 72 196 109
SR (ER) /B (Loss)/earnings per share - - - -
—ER(AR¥ET) - basic (RMB) (0.11) (0.01) 0.07 0.19 0.1
—EE(AR¥ET) - diluted (RMB) (0.11) (0.01) 0.07 0.19 0.11
R+=A=+-8
At 31 December
“Z-mNF —Z-=F ZE-Zf ZT——% CZIZ-TF
2014 2013 2012 2011 2010
AREBEER AREEET ARBBEL AR%EBEEL ARKEER
RMB million RMB million RMB million  RMB million  RMB million
BEFE Net assets 1,864 1,984 1,988 1,974 1,833
BERE Total assets 3,928 3,948 3,696 3,495 3,058
JerEER Non-controlling interest 261 283 278 259 240
BERE Total liabilities 2,064 1,963 1,707 1,621 1,226
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