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a KEER (ZEM) BPFR2A S DaChan Food (Asia) Limited

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

The Group has more than 30 factories across the PRC, Vietnam
and Malaysia. Its animal feeds are mainly sold under the brands of
“Green Knight" (4k% =), “Dr. Nupak” (8528 <) and “SOS", and
chicken meat and processed foods are mainly sold under the brand
of “Sisters’ Kitchen” (JB#kETE).

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

The Group attaches the highest importance to the quality of its
food products. The Group’s high standard quality control have
earned numerous industry awards and recognitions. In 2009, the
Group introduced a pioneering product safety traceability system
for its “Sisters’ Kitchen” products, which enables consumers to
trace product information such as the name of the farmers, the
location of the chicken farms, the feeds consumed by the animals

as well as the name of the food-processing factories.
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Corporate Profile

The Group endeavours to develop brand-new highly value-added
products by constantly utilizing the latest food science and
technology. By promptly addressing the ever-changing market
demand, the Group has greatly enhanced the quality of customer
service.

VISION

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

development in the Greater China Region!
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COMPETITIVE ADVANTAGES

o Market leader with high brand publicity

° Highly vertically integrated business with highly efficient

mode of operation

o Strict and high standard of quality control and traceability
system

° Stable and long-standing relationship with nationally and

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

Malaysia

o Experienced and dedicated management team

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

AT —E-N\F STt 26

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

Dear Shareholders,

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

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

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

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

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

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

Thank you for your consistent support.

Chairman
Harn Jia-Chen

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

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

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

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

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

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

intense.

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

The Group persistently adhered to the following operating

strategies in 2018:

(1) Leveraging on food as its key business in the continuous
development of the Group, continuing to strengthen
its product and market development efforts in the food
segment, securing its leading position in the professional

catering market.

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

segment.

(3) Enjoying a stable market share in the feed market in
Southeast Asia, beginning to plan for the rearing of breeding
of pigs and chickens upstream for enhancing vertical
integration of the production chain and strategic cooperation

with customers.

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

production and sales strategies to reduce production costs.
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BUSINESS REVIEW

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

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

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

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

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

In summary, profit attributable to equity shareholders of the

Company decreased by approximately RMB15,985 thousand as

compared with the same period of last year.

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

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

the entire nation.

BUSINESS REVIEW

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

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

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

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

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

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

southwestern China.

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

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

period last year.

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

with the same period last year.

FUTURE STRATEGIES

The feeds segment will continue to pursue the following
strategies: (i) to take advantage of the fermentation technique
for pre-digestion in intestines in biotechnology and to focus on
marketing activities for sow and piglet feeds products; (ii) to
increase the research and development of poultry feeds and build
up our core competitiveness in poultry feeds; (iii) to select valued
customers and offer them products, technical and service support
so as to enhance their loyalty and contribution to the Group;
and (iv) to strengthen the management of bulk raw materials

procurement systems to create raw material cost advantages.

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

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

regions such as northwestern and southwestern China.
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BUSINESS REVIEW

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

benefited from the appreciation of the US dollar.

FUTURE STRATEGIES

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

retail consumer market.
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FINANCIAL REVIEW:

1)

2)

OTHER OPERATING INCOME AND OPERATING EXPENSES

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

income.

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

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

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

LiQuipiTy, FINANCIAL RESOURCES AND CAPITAL STRUCTURE

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

In 2018, the Group's capital expenditure on the acquisition
of properties, machinery and equipment amounted to
approximately RMB184,743 thousand which was primarily
paid from internal resources and bank borrowings.

EXCHANGE RATE

The Group's business transactions are mainly denominated
in RMB, USD and VND. During the year under review, VND
against RMB appreciated by approximately 2.94% while
RMB against USD depreciated by approximately 5.04%.

INTEREST

In 2018, the Group's interest expense amounted to
approximately RMB35,407 thousand (2017: approximately
RMB42,183 thousand), representing a decrease of
approximately 16.1% from 2017. The decrease in interest
expenses was mainly due to the change from high interest
rate RMB interest-bearing borrowings to low interest rate
USD interest-bearing borrowings.

DiviIDENDS

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

CHARGE ON ASSETS

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

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

EMPLOYEE COMPENSATION AND
TRAINING

As at 31 December 2018, the Group had a total of 10,619
employees (31 December 2017: 10,655). The Group has paid
remuneration to its staff with reference to industry practice, the
financial performance of the Group and the employee’s work
performance in order to form a team of professional staff and
management to fulfil the development needs of the Company.
The Group places great emphasis on the training and development
of employees and regards excellent employees as the Group's
core competitiveness. With a view to constantly enhancing their
job skills and industry knowledge, the Group has offered various
training programs to its members of management and other
employees. The Group implemented these programs not only
to enhance the quality of its staff, but also to give best chances
for development of their personal career. The Group regularly
reviews compensation and benefit policies according to industry
benchmark, financial results as well as the individual performance
of employees so as to offer fair and competitive compensation
packages to the employees. Other fringe benefits including
insurance, medical benefits and provident fund are also provided

to retain loyal employees.
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MATERIAL ACQUISITIONS AND DISPOSALS

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

section of this report.

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

Mr. Harn Jia-Chen (383XJ=), aged 64, had been a non-executive
director of the Company and a member of the nomination
committee of the Company, and has been redesignated as the
chairman of the board of directors, an executive director, the
chairman of the executive committee and a member of the
remuneration committee and the nomination committee of the
Company with effect from 1 January 2019. He is responsible for
formulating overall corporate strategies, planning and business
development of the Company. Since 1984, Mr. Harn has been the
vice chairman of the board of directors of Great Wall Enterprise.
Since 1995, he has been the chairman of the board of directors
of Great Wall Food (Tianjin) Co., Ltd. (KK R & (KZ) BRAR),
a subsidiary of Great Wall Enterprise engaged in flour production.
Since 2001, he has been the chairman of the board of directors
of Great Wall Yung Huo Food (Beijing) Co., Ltd. (Jb AR K H1
RMmARZAT). Since 1999, he has been the chairman of the
board of directors of Great Wall Food (Tianjin) Co., Ltd. (K&
2 (KE) AR AR]). From 1997 to 2006, he was the director of
Great Wall Food (Shekou) Co., Ltd. (KK B & (f£0) BERAF)).
Since 2006, he has been the chairman of the board of directors
of Great Wall Food (Shekou) Co., Ltd. Since 2003, he has been
the chairman of the board of directors of DaChan Showa Food
(Tianjin) Co., Ltd. (RAKEB AR M@ (K3E) BRAE). From May 2006
to April 2015, he was the president of Taiwan Asset Enterprise
Association of Tianjin (RKEMAERBIZETERS). Since
May 2015, he has been the honorary president of Taiwan Asset
Enterprise Association of Tianjin. From April 2007 to May 2010,
he was elected as the vice-chairman of the Association of Taiwan
Investment Enterprises on the Mainland (2B & ERBIKE
E#3E®). From May 2010 to April 2015, he was the standing vice-
president of the Association of Taiwan Investment Enterprises on
the Mainland. Since May 2015, he has been the consultant of the
Association of Taiwan Investment Enterprises on the Mainland.
He is also a director of Hwabei Agri Corporation, DaChan Wanda
(HK) Limited (Kpk&E#E (B74) BR2A7F]), Union Manufacturing
Limited, Better Me Precision Nutrition Limited, and Tianjin Hairui
Food Co., Ltd. (KEBHEMBR AT e

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



BRELELE 8 B ——FT A
T tRREZERVITEZRNITEZES
KB BRZT—ZF=A—RAEZFT—X
FHA—BECAQRERNTE - B4
MEERKERBEERDERLE (KKK
WD ZEE  ZarRedamgs
HIRORaBBEEFRZFEm([axmm])
RARNAZ HBEERRRE - B EERKRHM
SEERMBHEZRLE  WRLZEEER
RmEXNSEERE -

BEENEEEZTFAENTEMRELER
i YREBEAEXAREMFERBE L2
- WRBRFELE BRRALERERER
FEMEBR - BIFET LR o

AT

HMXELE 725 BZETEFREDR
RABERITER RBERERERNO AR AR
ITERES  BNABEBERERNBRAR
RAPEERREIERERNBRARIKNEE
HREE URKFERBA+FEASESE
RAKRBEEES -

HAEERENRIARE  HHEERIRSL
B HAELENEERMERERIE
(g MRS ) ETRAR5R -

BRFRE - 69% AT LFRELKE
RAERITEZRARRHEMEEGKE -
BRAER—NA—FMARKEREE @ I
BE-NWNAEFE-TT-FHELERAKEK
BEXREER - KA _TT—FE—HE
EAREBEEEF - WTRKGERNE
BRARI(ERMONERMETN)WESE -

Mr. Han Chia-Yin (#%%), aged 58, has been appointed as
an executive director and a member of the executive committee
since 27 October 2011. He was the Chief Executive Officer of
the Company from 1 March 2012 to 1 April 2016. He also serves
as a director of Great Wall Enterprise Co., Ltd. (“Great Wall
Enterprise”), a company incorporated in Taiwan whose shares
are listed on Taiwan Stock Exchange Corporation (“Taiwan
Exchange”) and is the indirect controlling shareholder of the
Company. He was the general manager of the Great Wall Group
Food Service Division and held a number of positions in several
associations of the food industry in Taiwan.

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

NON-EXECUTIVE DIRECTORS

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

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

Mr. Han Chia-Yau (883X 7), aged 69, has been a non-executive
director of the Company and a member of the remuneration
committee of the Company since 2007. Mr. Han joined Great Wall
Enterprise in 1991 and he was the vice chairman of the board of
directors of Great Wall Enterprise from 1995 to 2001. Since 2001,
Mr. Han has been the chairman of Great Wall Enterprise. He is also
a director of TTET Union Corporation, whose shares are listed on
the Taiwan Exchange.
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KREEEmR (M) AR T DaChan Food (Asia) Limited

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

Mr. Han Jia-Hwan (828X E), aged 63, had been the Chairman
and an executive director of the Company, a member of the
remuneration committee and nomination committee and the
Chairman of the executive committee since 2007, and has
been redesignated as a non-executive director and a member
of the nomination committee with effect from 1 January 2019.
Mr. Han has over 30 years of experience in feeds and food
production business in the Asia Pacific region. In recognition of
his contributions to the agricultural industry, Mr. Han was elected
as one of the Ten Outstanding Young Persons (T A£EHF4F) in
Taiwan in 1994.

Mr. Han received his bachelor’s degree in business administration
from National Cheng-chi University (B3 BUAAXZ2) and a master's
degree in business administration from the University of Chicago
in 1977 and 1983 respectively. He is a younger brother of Mr. Han
Chia-Yau, Mr. Harn Jia-Chen and an older brother of Mr. Han Chia-
Yin and the father of Mr. Jonathan Fang-Tsu Han.

INDEPENDENT NON-EXECUTIVE DIRECTORS

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

J&), aged 65, has been an independent

nomination committee and a member of the audit committee
and the remuneration committee of the Company since 2007.
Mr. Chen served as the president of GE Medical Systems China
since 1996 and was promoted to vice president of General Electric
Company since November 2001. He retired from General Electric
Company in 2009. Mr. Chen has also been the chairman of SKR
Healthcare Group Limited (ttFZghEE B L E AR A7) since 2009.
From 2014 to 2018 he was the vice-chairman and CEO of TCL
Healthcare, and currently is the chairman of TCL Healthcare.

Mr. Chen received his Ph.D. degree in mechanical engineering
from Lehigh University in 1984.
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Mr. Way Yung-Do (F7kE), aged 73, joined the Company in
2008,is an independent non-executive Director of the Company,
the chairman of the audit committee and a member of the
nomination committee and the remuneration committee. Mr. Way
has over 35 years of experience in financial advisory, accounting
and auditing and had served as managing partner and CEO of an
international accounting firm in Taiwan before retiring in 2007.
Since 2012, Mr. Way served as the responsible officer of YCSY
Co., LTD. GkENEZ B R /A 7). He is also a director of the following
companies whose shares are listed on the Taiwan Exchange:

- Far Eastern Department Stores Co., Ltd

- Synnex Technology International Corporation

- MITAC Holdings Corporation

- Vanguard International Semiconductor Corporation

- [ron Force Industril Co., Ltd.

Cathay Financial Holding Co., Ltd.

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

Mr. Wei Anning (Fi% %), aged 56, has been an independent
non-executive director of the Company, the chairman of the
remuneration committee and member of the audit committee
and the nomination committee of the Company since 31 October
2014. Mr Wei is the executive director and general manager of
Shanghai Gueva Investment Management Limited (F/&2AT#%
EERARAR]), an independent director of Orient Securities
Company Limited (RAFEFIRKHBIRAF]), whose shares are
listed on Shanghai Stock Exchange (Stock Code: 600958) and The
Stock Exchange of Hong Kong (Stock Code: 3958), Fortune Fund
Management Co., Ltd (EBESEEFRAF]), and Jiahe Foods
Industry Corporation Limited (ERR A TEMMHERAF]), and a
director of Yantai Changyu Pioneer Wine Company Limited (& &
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RINBBEEER S BFR A F)), whose shares are listed on Shenzhen
Stock Exchange (Stock Code: 000869), JiangSu Financial Leasing
Corporation Limited (I# & @MHEERHD AR AF]), whose shares
are listed on Shanghai Stock Exchange (Stock Code: 600901)), and
Ningxia Farming Group Company Ltd (328 ZZEEBHR A F)). He
was an agricultural economist of the Department of Agricultural
and Natural Resources of the World Bank, a director and a
manager of food & agribusiness research of the Rabobank Group
(Northeast Division), and the CEO of Fortis Bank S.A/N.V. in the
China Region. He was also the executive vice president of Sichuan
New Hope Group (PU)IIFT7EEE), the president of Shandong
Liuhe Group (LWE7<HEEE) and the chairman of board of directors
of Chinwhiz Agribusiness Co, Ltd. (ILRIEAHZEBHR DA,
the director of Hangzhou United Rural Cooperative Bank (17 /1/E
A14R77) and Xinjiang Tycoon Group Corporation Lmt. (¥TiEZ=2
EEIMD AR AT, Mr. Wei has an in-depth understanding and
rich experience in the integration of finance and the agricultural
and livestock food industry, the development of agricultural
and livestock food industry, the operation and management of
agricultural and livestock food corporations.

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

Mr. Ou Chang-Jou (B{&#}), aged 67, joined the Company in
1980 and has been the Chief Executive Officer of the Company
and promoted as the executive president since 1 April 2016. And
he has been the head of Feed Operation Management Group
and Food Solutions & Marketing Group of the company from 1
September 2017 to 31 December 2018. He is responsible for
the supervision and regulation of the operating business of feed,
meat and food business. Mr. Ou has accumulated over 35 years of
experience in global large scale commodity procurement, trading
business operation and futures hedging in Taiwan and Mainland
China and was responsible for the processing business operation
of soybeans, wheat, feed and vertically integrated business of
meat product and the operation of agricultural food e-commerce
business for many years.

Mr. Ou obtained a bachelor's degree in business management
from the National Cheng-Kung University (BI3Z I A ) in Taiwan
in 1974.

Ms. Chen Li-Chin (ff#8%%), aged 61, joined the company on
1 January 2009 and has been the chief financial officer and the
chief administrative officer of the Company until 31 December
2018. She is a senior vice-president of the Company. Ms. Chen
is responsible for the Company's overall financial management,
capital planning and allocation, human resources management,
procurements management, risk management and control, and
leads the Company’s Law Affair Office and Information & Process
Innovation Center. Prior to joining the Company, she was the
vice-president of TSRC Corporation, a listed company in Taiwan.
Ms. Chen had over 20 years of experience in the fields of finance
and investor relations, and assumed the senior positions of
many large and renowned multinational corporations, including
Intel Microelectronic, Johnson & Johnson Medical and Siemens
Telecommunication.

Ms. Chen obtained her MBA degree from National Taiwan
University.
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REEEmR (M) AR T DaChan Food (Asia) Limited

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

Mr. Han graduated from Simon Graduate School of Business
(EPIEEP7) at the University of Rochester of the United States in
2012 and obtained a bachelor’'s degree in Computer Science from
Northwestern University of the United States in 2003. He is the
son of Mr. Han Jia-Hwan and the nephew of Mr. Han Chia-Yau,
Mr. Harn Jia-Chen and Mr. Han Chia-Yin.

Mr. Lu Shih-Che (Ett#), aged 57, joined the Company in 2009.
He once served as the chief operation officer of the Feed and
Animal Nutrition Group of the Company and an animal nutrition
senior consultant of the Company. Since 1 September 2018 he
has been employed as a consultant of the Center for Strategic
and Animal Research and Development. He has over 25 years of
experience in the fields of animal nutrition and feed business in
Taiwan and the Mainland China.

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

The directors of the Company (the “Directors”) are pleased to
present the corporate governance report for the year ended 31
December 2018 as follows.

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

investors.

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

appropriate.

Terms used in this report shall have the same meaning as those

defined in the Listing Rules unless the context otherwise requires.

CORPORATE GOVERNANCE PRACTICES

Throughout the year ended 31 December 2018, the Company has
complied with the Code Provisions with the following exceptions:

Under Code Provision A.6.7, independent non-executive directors and
other non-executive directors should generally attend general meetings
to gain and develop a balanced understanding of the views of the

shareholders.

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

Mr. Han Chia-Yau, Mr. Harn Jia-Chen and Mr. Chao Tien-Shin,
non-executive Directors and Mr. Chen Chih and Mr. Wei Anning,
independent non-executive Directors were unable to attend the
annual general meeting and the extraordinary general meeting of
the Company both held on 29 June 2018 due to other pre-arranged
business commitments which must be attended by them.

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

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

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

The Company has received a confirmation (the “Confirmation”)
from Great Wall Enterprise Co., Ltd ("GWE") signed by it on
11 March 2019 confirming that for the period from 1 January
2018 to 31 December 2018 and up to the date of signing the
Confirmation by the relevant covenantor, it has fully complied
with the deed of non-competition executed by GWE in favour
of the Company dated 14 September 2007 (the “Deed of Non-
Competition”) (as varied by two deeds of variation executed by
GWE and the Company dated 25 June 2010 and 18 December
2012 respectively).

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

review.

DIRECTORS

THE BoARD

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

management measures on a regular basis.

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

communication.
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BoArRD COMPOSITION

During the year of 2018, there were 8 Directors, all being industry
veterans, responsible to the shareholders for formulating the
overall business development targets and long-term company
strategies, assessing results of management policies and
monitoring performance of the management. During the year of

2018, the Board comprised the following Directors:

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

Non-executive Directors
Mr. Han Chia-Yau

Mr. Harn Jia-Chen

Mr. Chao Tien-Shin

Independent Non-executive Directors
Mr. Way Yung-Do

Mr. Chen Chih

Mr. Wei Anning

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

Director.



B-E-NF-A-ARERRBEARE
B8 E=emA TESMHEK

W
=\
il

o3

E2
T (EE)
Pt

By e

ki

\
/

FHITES
BRERE
BRTF L
BRESLE

BUFHTES
BKERLE
BoastE
FZELE

RS KB R D R AR B E BB
ZEARERAEAQR LB EME - %
ZEIREEEEBBE L IFNITES - 17
PELESEANSEESZE NN
FEkAE -

ARBRFAERBESERNAFEAS &
MBI IERTERTD -

EENERFBERAFRFELE[EER
BRERNBREE| —& -

BRAFR EERSMERABRERE] —4
FIREEEI EEEKE ZEME TG
(BREM% X5 REIEMEKNKAH
RAR) -

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

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

Non-executive Directors
Mr. Han Jia-Hwan

Mr. Han Chia-Yau

Mr. Chao Tien-Shin

Independent Non-executive Directors
Mr. Way Yung-Do

Mr. Chen Chih

Mr. Wei Anning

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

committee.

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

Directors.

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

annual report on pages 22.

Save as disclosed in the section headed “Directors and Senior
Management profile” of this annual report, there are no
relationships (including financial, business, family or other material

or relevant relationship(s)) among members of the Board.
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The independent non-executive Directors play an important role
on the Board. Accounting for more than one third of the Board
members, they are experienced professionals in their respective
fields. They are responsible for ensuring that the Board maintains
high standards of financial and other mandatory reporting as well
as providing adequate checks and balances for safeguarding
the interest of shareholders of the Company and the Group as a
whole. Throughout the year of 2018, the Board at all times met
the requirements of the Listing Rules relating to the appointment
of at least three independent non-executive Directors with at least
one of them possessing appropriate professional qualifications
on accounting or related financial management expertise. The
number of independent non-executive Directors has represented
at least one-third of the Board.

NUMBER OF MEETINGS ATTENDED/ELIGIBLE TO ATTEND IN 2018

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

As regards general meetings, the Company held the annual
general meeting on 29 June 2018 and an extraordinary general
meeting on the same day to consider the matters regarding
renewal of certain continuing connected transactions. A table of
summary in regard to the Directors’ participation at the various
board meetings and board committee meeting and the Company’s

general meeting(s) is set out below:



Board Audit  Remuneration Nomination Executive General
Meetings Committee Committee Committee Committee Meeting(s)
EEEF ENzEe izee RezEe 4nzeg kRAg
YrEs Executive Directors
BFRNE Mr. Han Jia-Hwan 55 MR i i 1212 0
EREAE Mr. Han Chia-Yin 55 0l 0l 0l 1212 20
FHES Non-executive Directors
BRTRE M. Han Chia-Yau 55 AR i AR AER 072
ERRAE Mr. Ham Jia-Chen 55 AEA AER " TER 02
BREfE Mr. Chao Tien-Shin 3 0cli Oyli ) li AER 072
BUEHTEZ  Independent Non-executive Directors
PKEEE Mr. Way Yung-Do 55 44 1 1 NER 0
Riats Mr. Chen Chin 55 44 i " AR 02
RREEE Mr. Wei Anning 55 44 1 i NER 0
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Notice of regular Board meetings are served to all Directors at
least 14 days before the meeting while reasonable notice is
generally given for other board meetings (if any).

Agenda and accompany board papers together with all
appropriate, complete and reliable information are sent to all
Directors in a timely manner, and at least 3 days before the
intended date of each Board or committee meeting, except
agreed otherwise among the members, to ensure that they
had sufficient time to review the board papers, be adequately
prepared for the meeting, keep the Directors apprised of the latest
developments and financial position of the Company and to enable
them to include any matter in the agenda and to make informed
decisions.
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The Board and each Director, upon reasonable request, have
access to independent professional advice to assist them in
performing their duties to the Company, at the Company's
expense. When needed and upon making request to the Board,
Directors may obtain independent professional advice at the

Company’s expense in carrying out their duties.

Minutes of all the meetings of the Board, the audit committee
(the "Audit Committee”) of the Company, the remuneration
committee (the “Remuneration Committee”) of the Company
and the nomination committee of the Company (the “Nomination
, together with the Audit Committee, the
Remuneration Committee and other committee(s) of the Board,

Committee”

the “Board Committees”) of the Company are kept by the
appointed secretary. All of the above minutes record the matters
considered and the discussions and decisions reached by the
relevant members in sufficient detail, including any concern raised
by Directors or dissenting views expressed. Any Director may

inspect the minutes at any reasonable time on reasonable notice.

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

The Company fully supports the division of responsibility between
the chairman (the “Chairman”) of the Board and the chief
executive officer (the “Chief Executive Officer”) of the Company
to ensure a balance of power and authority, and has adopted a set
of consolidated memorandum of duties setting out its division of
responsibilities between the Chairman and the Chief Executive
Officer on 23 March 2012. In the year 2018, the position of the
Chairman was held by Mr. Han Jia-Hwan throughout the whole
year, while the position of Chief Executive Officer was held by
Mr. Ou Chang-Jou throughout the whole year. With effect from
1 January 2019 up to the date of this report, the position of the
Chairman is held by Mr. Harn Jia-Chen and the position of Chief
Executive Officer is held by Mr. Ou Chang-Jou.

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

oversee the overall internal operation of the Company.

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

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

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

briefed on issues to be discussed at Board meetings;

° providing leadership for the Board;

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

and procedures;

° taking primary responsibility for ensuring that good corporate

practices and procedures are in place;

—Z— \EFER Annual Report 2018
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ensuring, with (where appropriate) delegation to Company
Secretary or a designated Director, that the agenda for each
Board meeting are drawn up and approving the same, taking

into account matters proposed by other Directors;

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

in the best interests of the Company;

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

ensure that Board decisions fairly reflect Board consensus;

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

holding meeting(s) at least annually with the non-executive
Directors (including independent non-executive Directors)
without the executive Directors present for the year 2018
(and, with effect from 1 January 2019, holding meeting(s)
with independent non-executive Directors without the
presence of other Directors). The Board regarded such
meeting as opinion exchange gathering whereby a broad
range of strategic and performance matters were openly

discussed,;

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

shareholders are communicated to the Board as a whole;

attending the annual general meeting of the Company
and arranging for the chairmen of the Audit Committee,
Remuneration Committee and Nomination Committee
(as appropriate) or in the absence of the chairmen of such
committees, another member of same committee or failing
this, his duly appointed delegate, to be available to answer
questions at the annual general meeting of the Company;

and
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° deciding whether a resolution at a general meeting of the
Company relating purely to a procedural or administrative
matter should be excluded from the requirement for voting

by poll.

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

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

and conditions of their appointments.

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

In accordance with the said provision of the Articles of Association
of the Company and the Code Provision A.4.2, one-third of the
Directors (namely Mr. Han Jia-Hwan, Mr. Han Chia-Yin and Mr.
Chao Tien-Shin) retired from office by rotation and were re-elected
as Directors at the last annual general meeting of the Company
("AGM") held on 29 June 2018.
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Independent Non-executive Directors

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

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

Non-executive Directors

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

independent non-executive Directors) are as follows:



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

FTES BUFITESHSR

Term of Appointment
E5R

Mr. Han Chia-Yau
BRFLE

Mr. Han Jia-Hwan
BRENLE

Mr. Chao Tien-Shin
HRERE

Mr. Way Yung-Do
BoKE L

Mr. Chen Chih
BRIA ST

Mr. Wei Anning
FMRERE

R A

EFECKIRREEZEES  REEARER
REENHERRNPERAHERR a8 X
EERUERIAIEE - RRZEEEE

FHERRER REENEEZEH -

FHRAZESZHBIANTIXIRREEER

G| /NEf o

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

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

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

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

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

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

NOMINATION OF DIRECTORS

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

considers matters regarding the nomination and/or appointment or

re-appointment of director(s).

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

section headed “Nomination Committee” below.
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RESPONSIBILITIES OF DIRECTORS

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

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

The Board views that the non-executive Directors (including
independent non-executive Directors) are well-aware of their
functions and have been actively performing their functions
including but not limited to exercising their independent judgment
at the Board meetings, taking the lead where potential conflicts
of interest arise, scrutinizing the Company’s performance and
providing constructive and informed advice on the business
strategy, policy, performance and management of the Company.
They regularly review the financial information, monitor the
operational performance of the Company and serve on the
Audit Committee, Remuneration Committee and Nomination
Committee.
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The Directors have disclosed to the Company at the time of their
respective appointments, and in a timely manner for any change,
the number and nature of offices held in public companies or
organisations and other significant commitments. They have
also informed the Company of the identity of any other public
companies or organisations they serve and the time involved in

these public companies or organisations.

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

quantitatively and qualitatively.

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

Directors have received a prompt and full response.
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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
the following training with an emphasis on the roles, functions
and duties of a director of a listed company in compliance with the
requirement of the Code on continuous professional development
during the period from 1 January 2018 to 31 December 2018:

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

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

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

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

REEEmR (M) AR T DaChan Food (Asia) Limited
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SECURITIES TRANSACTIONS GUIDELINES

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

Specific enquiries have been made with all Directors and they
have confirmed that throughout the year ended 31 December
2018, they complied with the required standard set out in the
Model Code and the Company’s code of conduct regarding

directors’ securities transactions.

The Directors’ interests in shares of the Company as at 31
December 2018 are set out on pages 83 to 85 of this annual

report.

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

Company'’s securities.
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DELEGATION BY THE BOARD

MANAGEMENT FUNCTIONS

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

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

Memorandum as internal guidelines of the Company.

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

those relating to (among others):

o corporate and capital structure;

. corporate strategy;

o significant policies affecting the Company as a whole;

o material changes to policies adopted by the Board;

o business plan including major production and marketing
plans, budgets and publication of announcements;



s EHEMKEH:

.  EEEIAE SERARE

s [ERFBEAEFENKE 54
8 M8

REIE A

s EENSAEERAENHE R

e HIBMZHABER(BREERKEE
W) am

EESHEEZHESEEIARN  WERTHA
NAE i s TSR

REETEREZEE RIS @B
EEECMEEBZENGETBEMMNES
FHRAEEEBRAEZSERNUNERE
AR AE AR AR TE 3R] A7 A fe] 7 AT FE EX
GEFSFLUMASFTEIME -

ﬂé%%a
2 CEITE
BEgRiEEEEE - %Eﬁ?i%%@
B UEBAEESHEABIECER -

. key financial matters;

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

° appointment, removal or reappointment of Board members,

senior management and auditors;

J remuneration of Directors and senior management; and

J communication with key stakeholders, including

shareholders and regulatory bodies;

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

clearly understood the above delegation policy of the Company.

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

behalf of the Company.

BoarD COMMITTEES

In 2018, the Board had 4 Board Committees including the
Remuneration Committee, the Audit Committee, the Executive

Committee and the Nomination Committee, all with specific terms

of reference, to oversee particular aspects of the Group’s affairs.
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RZZE—)N\F EZZECHBEXNERES Attendance of the relevant members of the Board Committee at

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

HITZEEER ERZEEE: FzeEE: REZEEER

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

FHTES Non-Executive Directors

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

BV H#ITESE Independent Non-Executive

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

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

BEMEE Chief Financial Officer

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

KRELEmR (M) AR T DaChan Food (Asia) Limited
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NoMINATION COMMITTEE

The Nomination Committee was established on 14 September
2007. The majority of the members are independent non-
executive Directors. During the year of 2018, this Committee was
chaired by Mr. Chen Chih (an independent non-executive Director)
with Mr. Han Jia-Hwan (a then executive Director), Mr. Harn Jia-
Chen (a then non-executive Director) and Mr. Way Yung-Do and
Mr. Wei Anning (each an independent non-executive Director) as
members. The Committee held 1T meeting(s) during 2018.

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

non-executive Director) as members.

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

website www.hkex.com.hk.

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

o to review the structure, size and diversity of the Board
at least annually and to make recommendation to the
Board regarding any proposed changes to implement the

Company'’s corporate strategy;

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

s MEFEHE EFEZEUREFEUEL
ArEMESERLER &

s RINEFENBEZTECER(EFEFEZ
TEBERZHBERTXEFEEZ T
LR D&l -

T—ARRBIT-—REH ZEENELRE
FTATER -

BHEFTEEAMRE %
(B - M MER)

TeAE R AR

o  FHEREBIUIFRMTESRZEVIE

s RWEFENKEZTL XZEH

RESEZTEBRRZ SBAE

o RUTEEEABREFEHN: R

s EREREFEIRNEFHHEAER

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

to assess the independence of the independent non-

executive Directors;

to make recommendations to the Board on the appointment,

re-appointment and succession planning of Directors; and

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

Diversity Policy” below).

In 2018, 1 Nomination Committee meeting was held on 5

November 2018 during which the following tasks were performed

by the Committee:

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

experience);

assessed the independence of all independent non-

executive Directors;

reviewed the diversity of the Board taking into account a

number of factors as set out in the Board Diversity Policy;

reviewed the necessary time for the Directors to discharge

their duties and responsibilities; and

considered change of chairman of the Board and related

roles of the Directors.
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Board Diversity Policy

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

the effectiveness of the Board.

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

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

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

any such revisions to the Board for consideration and approval.
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Despite all the Directors being of the same gender, the
Nomination Committee considers that the current composition
of the Board is characterised by diversity after taking into
account the business model of the Group and specific industrial
characteristics, whether considered in terms of educational and
professional background and industry experience. The Directors
have a balanced mix of knowledge and skills, including knowledge
and experience in the areas of feeds production, food production,
food and beverage services, information technology, aviculture,
medicine, financial consultancy, auditing and accounting.
They obtained degrees in various majors including business
administration, engineering, computer science, accounting and

€Cconomics.

Nomination Policy

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

The Nomination Committee shall nominate suitable candidates
to the Board for it to consider and make recommendations to
shareholders for election as directors of the Company at general
meetings or appoint as directors to fill casual vacancies (as the
case maybe).



RFERAREANESERLR  RERZBE
Hﬂ%)ﬂ?ﬁuﬁ%f’ﬁﬁ%% :

L]
il
1j

o RARREEXEBHRH L&

o RIRARRSEA K BHHRRE R s A A GE

e BIHEMZT BEETER: MU
A~ FiR(18mEA L) - MERHE
AR Bk EELR - R AE
MRBERSI®E : &

o BYMMBIUIFRNTEEMS)

PRARRESEZR  UHBHERERE
RE B TAREEM - BAZESEAR
B ADRERBEMERREENAL -

BAREE  UTEEREALR
BE o UWHIERZEEKEZEREH -

RAEBENEREBHRAREURRE
FH AT B REUER R B NE
7 o

The factors listed below would be used as reference by the
Nomination Committee in assessing the suitability of a proposed
candidate:

o Reputation for integrity;

° Accomplishment and experience in the principal business of

the Company;

o Commitment in respect of available time and relevant

interest;

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

knowledge and length of service; and

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

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

discretion to nominate any person, as it considers appropriate.

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

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

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

REMUNERATION COMMITTEE

During the year of 2018, the Remuneration Committee is chaired
by Mr. Wei Anning (an independent non-executive Director) with
other 4 members, including Mr. Han Jia-Hwan (the then executive
Director), Mr. Han Chia-Yau (a non-executive Director) and Mr.
Way Yung-Do and Mr. Chen Chih (each an independent non-
executive Director), the majority of whom are independent non-

executive Directors.

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

independent non-executive Directors.

The Remuneration Committee is governed by its terms of
reference, which are revised by the Board on 23 March 2012. The
terms of reference are made available on the Company's website
www.dfa3999.com and HKEx's website www.hkex.com.hk.

The Remuneration Committee was established on 14 September
2007 pursuant to Rule 3.25 of the Listing Rules. It meets from
time to time to make recommendations to the Board on the
Company’s policy and structure for all remuneration of Directors
and senior management, and on the establishment of a formal
and transparent procedure for developing policy on such
remuneration. The Remuneration Committee also reviews and
approves the performance-based remuneration by reference
to corporate goals and objectives resolved by the Board from
time to time, and determines, with delegated responsibility, the
remuneration packages of individual executive Directors and

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

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

and

° reviewed remuneration of Director(s).

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

Committee.

Emolument Policy and Long-Term Incentive Plan

To attract and retain talent and calibre, the Company provides
a competitive remuneration package to its executive Directors
and senior management. This comprises base monthly salary,
guaranteed cash benefits and allowances, special allowances,
variable pay, long-term incentive plan. The amount of variable
pay is set at a percentage of the fixed pay, and is paid half-yearly
or yearly relative to performance delivered through plans and

objectives which have pre-determined criteria and standards.
The fees and any other reimbursement or emolument payable to

the Directors by band and senior management are set out in note
8 to the financial statements.
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KRELEmR (M) AR T DaChan Food (Asia) Limited

AupiT COMMITTEE

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

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

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

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

the audit of financial results and audit planning.
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In 2018, the Audit Committee held 4 meetings during which

the following matters were reviewed and considered by the

Committee:

the auditing work performed by external auditor;

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

Group;

the report on taxation related matters of the Company;

the completeness and accuracy of the 2017 annual and 2018

quarterly and interim financial statements;

the developments in accounting standards (if any) and the

effect on the Company;

review internal control measures and defects (if any);

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

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

the external auditor, which the Board agreed and accepted;
the aggregate value, pricing policy and other terms of

the continuing connected transactions carries out by the

Company; and

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

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

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

the staff of internal audit department and the external auditor.

ExecutivE COMMITTEE

Executive Committee

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

certain decisions for the management of the Company.

The Executive Committee is bound by its terms of reference,
which have been revised by the Board on 12 March 2010 and
further revised pursuant to the Board's resolution passed on 16
December 2016. The English version of the terms of reference is

available on the Company's website at www.dfa3999.com.
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In accordance with its terms of reference, members of the
Executive Committee shall be appointed by the Board from
amongst the executive Directors and senior management of the
Company only. The Executive Committee shall consist of no more
than 7 members, which include the executive Directors, the chief
operation officer or the chief financial officer of the Company
and other senior management of the Company. During 2018, the

Executive Committee comprised the following members:
Executive Director
Mr. Han Jia-Hwan (Chairman)

Mr. Han Chia-Yin

Chief Executive Officer
Mr. Ou Chang-Jou

Chief Financial Officer
Ms. Chen Li-Chin

Vice President

Mr. Jonathan Fang-Tsu Han

Vice President
Mr. Lu Shih-Che

—Z— \EHFHR Annual Report 2018



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

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

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

HEMKE Chief Financial Officer

SRR TEAE Mr. Chang Chin-Pyng

BAH Vice President

BEALE Mr. Jonathan Fang-Tsu Han
RS Vice President

RIERTE Mr. Sun Teh Hong

AER Chief Human Resource Officer
BRIBREE Mr. Hsu Pei Ken

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

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

BIEZEE day operation of the Group;

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

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

the Board; and

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

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

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

FINANCIAL REPORTING

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

Listing Rules and other regulatory requirements.

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

The statement by the external auditor of the Company regarding
its reporting responsibilities on the financial statements of the
Group is set out in the “Independent Auditor's Report” on page
101.

The Directors, having made appropriate enquiries, consider that
the Group has adequate resources to continue in operational
existence for the foreseeable future and hence decide that it is
appropriate to prepare the financial statements set out on pages
110 to 303 on a going concern basis. The Board is not aware of
any material uncertainties relating to events or conditions that may
cast significant doubt on the Company’s ability to continue as a

going concern.

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

The bases on which the Company generates or preserves value
over the longer term and the strategy for delivering its objectives
are explained in the “Management Discussion and Analysis” set

out in pages 9 to 21 in this annual report.

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

the Company put before the Board for approval.

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

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

resourcing of the finance and internal audit functions.

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

internal control defects (if any).

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

for their review.

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

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

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

meeting.

The internal audit department of the Group reports to the Audit
Committee or the Board at the annual meeting of the Audit
Committee or Board, the results of their works during the
preceding period pertaining to the adequacy and effectiveness
of internal controls, including but not limited to, indicating any
failures in implementing any internal control systems or material
weaknesses in those systems. The Board has reviewed the risk
management and internal control systems and the effectiveness
of such systems for the year 2018 and considers such systems

effective and adequate.

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

accordance with applicable laws and regulations.

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

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

For the year of 2018, no critical internal control issues have been
identified.

CONNECTED TRANSACTIONS

The Company is committed to ensuring compliance with
regulatory requirements under the Listing Rules, applicable laws
and regulations in handling connected transactions. Accordingly,
the Company implemented various internal control mechanisms
to identify and monitor connected transactions to ensure that
connected tra