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MAJOR FINANCIAL INDICATORS AND KEY OPERATING DATA

Dooooooobogod

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

KEY FINANCIAL DATA

gboooooboobooboboooobooobooobo
gboboboobooboboobouoobooboooo
goooooboooobooboobooobooobo
oooooooo

goooogo
For the year ended 31 December
o0d120310000
2022 2021
20220 20210
RMB’000 RMB’000
ooooo ooooo
Revenue oad 5,085,790 4,416,764
Gross profit oo 583,497 557,939
Net (loss)/profit oooomoo (769,029) 47,075
Net (loss)/profit attributable to the shareholdersof OO0 000000000000
the parent company (769,029) 50,911
Adjusted net profit® ooooooow 39,206 47,075
Basic (losses)/earnings per share (inRMBcents) OO0 0000000000000 (55.4) 3.6

Note 1:  Net profit after deducting monetary fund receivables bad debt loss

arising from the recognition of an one-off and non-recurring impairment

loss on the deposits due from GMK Finance Co., Ltd. (“GMK
Finance”).

SHANDONG FENGXIANG CO., LTD. 0000000000
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MAJOR FINANCIAL INDICATORS AND KEY OPERATING DATA

Rearing volume of white-feathered broilers
ooooooo

unit: million birds
oooooo

154.8

140.8
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-

Year ended 31 December 2021  Year ended 31 December 2022
0020210 120 310 0020220 120 310
ooog ooog

Sales volume of raw chicken meat products
ogooooon

unit: million kg
goooooo
2515

202.9

Year ended 31 December 2021 Year ended 31 December 2022
0020210 120 310 0020220 120 310
ooo ooo

Sales volume of chicken breeds
ooon

unit: million birds
oooooo

31.1 32.1

Year ended 31 December 2021  Year ended 31 December 2022
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ooog ooog

gogouobooogoud

Processed volume of white-feathered broilers
ooooooa

unit: million kg
0ooooooo
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ofo

Year ended 31 December 2021  Year ended 31 December 2022
0020210 120 310 0020220 120 310
oood oood
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Sales volume of processed chicken meat products
ooooooooo

unit: million kg
ooooooo

107.6

114.0
. y !

Year ended 31 December 2021  Year ended 31 December 2022
0020210 120 310 0020220 120 310
ood ood
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2022 MAJOR EVENTS
oDooooooo

JANUARY
00

On 8 January, the first product of “00 O (iShape)” (“iShape™)
in 2022 — “Gancuiburen” chicken breast chips was launched,
and started the era of “All Things Low-fat”.

108000 O (iShape)ID 0 0 T20220 0 00000000
000000000000000000 0000

On 12 January, Shandong Fengxiang Co., Ltd. (the “Company”
or “Fengxiang”, together with its subsidiaries, the “Group”)
urgently distributed quality-assured chicken products to fully
support Xi'an and help people in Xi'an to fight against the
COVID-19 pandemic and overcome the difficulties together.

10

On 16 February, iShape launched its first
chili meat-fried salad chicken breast with
“Chinese Culinary Flavours”.

201600000000000000O0
ooooooooooono

FEBRUARY
0O

SHANDONG FENGXIANG CO., LTD. 0000000000



2022 MAJOR EVENTS
oDooooood

MAY
00

On 5 May, “All Things Low-fat”
under iShape launched another new
product — iShape chicken breast
luncheon meat, on all platforms.

5050000000O0oOoO0o0DOO
oo0oo0o—0oo0oooooooao
oooo

On 31 May, iShape’s salad chicken
breast was selected as the only “Tik
Tok Annual Products” of the fresh
food category at the 2022 Tik Tok
E-commerce Ecology Conference.

50310000000
202200000000
goooooooom

oo
oo

On 8 June, iShape became the official supplier of On 18 June, iShape won the champion of the

Beijing Guoan Football Club. omnichannel sales in the subdivided industries,
and was the champion of 618 Shopping Festival

608000 000D0DODDODOUODODODODOO sales for three consecutive years.

good

601800000 OO0OOOO0OODODODDOO
oo0o0o0oO0oo0boe1s0 00000

On 28 June, Fengxiang was selected as the “2021
Top 10 Corporate Governance Enterprises of
Shandong”.

6028000 0000002021000 0000
ooom

JUNE
OO
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2022 MAJOR EVENTS
oDooooooo

AUGUST
OO0

~ On 4 August, the new product “iShape MIX

2
@ QHMJ‘XNN” ‘ tender chicken breast” was launched.
! ity

f 1,‘“4%.4 804000000MXOO0OD000000

On 16 August, the iShape low-fat chicken breast meatballs with
new flavours of sweet corn and Orleans crispy bones was
launched.

g0 1600000000000 000000DO0O0DOOO0
oooao

On 29 August, the Ministry of Agriculture and Rural Affairs published the list of high-
quality development bases for agricultural international trade in 2022. Leveraging
core strengths including excellent product quality, continuous innovation capabilities
and strong brand strength, coupled with outstanding performances in import and
export trade, Fengxiang was recognised by the Ministry of Agriculture and Rural
Affairs of PRC as the high-quality development base for agricultural international
trade in 2022.

gj2000000000020220 0000000000000 000O00O00
gooooooooooooooooOoooOooOooboOooboooooooao
goobo0o0ooooOO0o0oO0O0OOobOO0O0O0O0Ob0O0002022000000000
ooboooo

SEPTEMBER

® oo

SHANDONG FENGXIANG CO., LTD. O 000000000

On 5 September,
breast”, the first new normal-temperature

@ OCTOBER
0O

On 16 October, the controlling interests of the Company were
acquired by Pacific Alliance Group through auction, and
Fengxiang is well prepared for its new journey.

oo01le0000000000000D0DOOOO0ODD
ooooooooooooo

On 27 October, the State Intellectual Property Office issued the
Notice on Determining the New Batch of National Intellectual
Property Demonstration Enterprises and Advanced Enterprises
that Passed the Review in 2022. With its excellent
comprehensive strength of intellectual property rights and
extensive industry influence, Fengxiang successfully passed the
review of “National Intellectual Property Advantageous
Enterprises” and ranked on this national list for the sixth
consecutive time.

002700000000 00000000O0202200 00
goooooOoO0oOoOoOoOoooboooboOoOoOoOoOo0Oom
gooooo0oo0oobo0ooOO0oOoOo0O0ooOOoO0ob0O0oo0Oob0obO0oa0
goooooOooO0oooooOoboOoOo0oboboooooooon
ooooooOooo

“iShape pocket chicken

product of iShape, was launched.

oisd000o0oo00oooooona
ooooooo

On 7 September, Wu Genglu spiced chicken was launched.

o070000000OO0OOOO



On December 29, the list of winners for the “19th People’s
Choice Craftsmanship Award” was released at the “2022
People’s Finance Summit Forum” held in Beijing, iShape

DECEMBER
ooo

2022 MAJOR EVENTS
Dooooood
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CHAIRMAN’S STATEMENT
oDooooooo

MAKING FULL PREPARATIONS FOR A gooboooobgad
NEW JOURNEY

Dear Shareholders and Investors,

As the new chairman of the Board of Directors of Fengxiang, first of all,
| would like to express my gratitude to all of you for working hand in
hand with Fengxiang through the extraordinary year of 2022.

2022 was a challenging year, in which Fengxiang had faced numerous
challenges at both macro and micro levels.

The domestic and international outbreak of the pandemic, the increased
risk of economic downturn and their impacts on people’s livelihoods
have suppressed the end-user demand and put Fengxiang's sales
under tremendous pressure.

Due to the impacts caused by the recurrence of the COVID-19
pandemic and the financial difficulties of its former controlling
shareholders, Fengxiang'’s financial and operational situation was put to
a rigorous test.

Nevertheless, with the joint efforts from all colleagues, Fengxiang
bucked the trend in 2022 by achieving growth in breeding, human
efficiency and operational indicators, and realised a record-high
operating revenue of RMB5,085.8 million.

Among which, the new export business played a mainstay role and
recorded a significant increase in a sales revenue of RMB1,359.3
million, representing a year-on-year growth of 39.2%.

The new centralised procurement business bucked the trend and
achieved a sales revenue of RMB926.2 million, representing a year-on-
year growth of 2.7%.

Firstly, 1 would like to give my thanks to the founder of Fengxiang, Mr.
Liu Xuejing, and the former chairman of the Board of Directors, Mr. Liu
Zhiguang, for Fengxiang’s achievements in 2022. Founded more than
31 years ago, the Company has become a first-class white-feathered
broilers integrated breeding and processing enterprise in China laying a
good foundation for future development.

12 SHANDONG FENGXIANG CO., LTD. 0000000000
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MANAGEMENT DISCUSSION AND ANALYSIS

COMPANY PROFILE
Introduction

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

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

The Group’s white-feathered chicken meat products are halal certified
by adopting Islamic slaughter rituals. The Group adopts an integrated
“poultry to plate” model which enables it to control every stage of the
poultry lifecycle, allowing the Group to effectively manage quality and
cost throughout the process starting from the breeding of broilers to the
distribution and sale of chicken meat products.

Business Segments
Processed Chicken Meat Products

The Group markets its processed chicken meat products under “Fovo
Foods”, “iShape” and “00 O O (Wu Genglu)” brands. Processed chicken
meat products comprise cooked, semi-cooked and seasoned chicken
meat products. Depending on the processing methods, these
processed products are required to be chilled or frozen. The raw
chicken meat the Group uses in its processed chicken meat production
is either supplied by itself or procured from independent third party
suppliers. The cooked chicken meat products comprise ready-to-eat
chicken meat products and frozen chicken meat products, which are
fully cooked and sterilised (end consumers will need to reheat the
frozen cooked chicken meat products before consumption according to
the instructions provided on the packaging). The semi-cooked chicken
meat products are processed, chilled or frozen and boxed (end
consumers will need to further process (including steaming, grilling,
roasting or frying) such semi-cooked chicken meat products before
consumption according to the instructions provided on the packaging).
The seasoned chicken meat products include raw chicken meat
flavoured with certain ingredients or spices. The Group also offers
ready-to-cook pre-prepared meal solutions, including Chinese cuisine.
For the year ended 31 December 2022, the sales volume of processed
chicken meat products increased by 6.0% to 114.0 million kilogram (“kg”)
(31 December 2021: 107.6 million kg). For the year ended 31
December 2022, the revenue from sale of processed chicken meat
products (after elimination of inter-segment transactions) grew by 3.3%
to RMB2,371.1 million (31 December 2021: RMB2,295.4 million),
representing 46.6% of the Group’s total revenue.
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MANAGEMENT DISCUSSION AND ANALYSIS
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

2022 marked the third year since Fengxiang's listing, and also the third
year of Fengxiang'’s resilient growth amid the pandemic.

Be it in the financial year ended 31 December 2022 (the “Reporting
Period”) or in the past three years, Fengxiang withstood multiple
challenges and pressures and strode forward steadily in the face of
difficulties.

In spite of the limitations caused by various intertwining factors such as
the volatile industry cycle, the impact of the COVID-19 pandemic, the
suppression of market demand, the surging costs of animal feed
ingredients and the debt pressure on the Company, the Group still
achieved outstanding results compared to its peers in the industry of
which we are deeply proud.

In 2022, with the three major themes of industry restructuring, product
innovation and upgrade, and production efficiency enhancement, the
Group focused on overcoming internal and external difficulties,
reinforcing foundation, controlling costs, retaining customers and
striving for space.

During the year, the Group achieved sales revenue of RMB5,085.8
million (2021: RMB4,416.8 million), representing a year-on-year
increase of 15.1%, with net loss of RMB769.0 million (2021: net profit of
RMB47.1 million). Our net profit after deducting monetary fund
receivables bad debt loss arising from the recognition of an one-off and
non-recurring impairment loss on the deposits due from GMK Finance
was RMB39.2 million (2021: RMB47.1 million), representing a year-on-
year decrease of 16.7%.
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MANAGEMENT DISCUSSION AND ANALYSIS
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During the Reporting Period, the Group achieved the above

performance mainly because:

@)

the diversified channel strategy achieved stable performance
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MANAGEMENT DISCUSSION AND ANALYSIS

The Group continued to have a leading position in exports
to East Asian countries such as Japan, and recorded
significant growth in Europe and Southeast Asia, in
particular the new Middle East market, with more diversified
and boutique channels.

It is notable that over the years, the Group has attached
great importance to product and service quality and
cultivated overseas markets, accumulating valuable
customer satisfaction and loyalty. During the global
pandemic, the Group received tremendous trust and
support from international customers and obtained
opportunities for extraordinary growth.

Major Customer Business

The major customer business is the supply of chicken meat
products by the Group to international Western-style fast
food stations in Mainland China.

Sales revenue from the major customer business reached
RMB684.2 million (2021: RMB643.5 million), representing a
year-on-year increase of 6.3%. The Group serves major
customers located in most regions in the PRC such as
Northeast, North, East, Central and Northwest China. On
the basis of expanding the coverage of sales territory, the
Group has actively cooperated with customers’ needs and
promoted product innovation, added several new types of
processed food products, basically covering all relevant
products supplied by the customers.

Under the challenges unfavourable to the macro-
environment in 2022, with national food and beverage
revenue declining by 6.3% compared to the same period
last year, the Group’s various industrial lines worked
together and further strengthened its cooperation with the
key customers, recording good results in terms of sales
revenue growth.
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MANAGEMENT DISCUSSION AND ANALYSIS
oDooooooo
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MANAGEMENT DISCUSSION AND ANALYSIS

The No.1 Central Document for 2023 has introduced a
proposal to “nurture and develop the prepared dish
industry” for the first time, making prepared dish a new
business model and industry that promotes the high-quality
development of rural industries and has a trillion-dollar
market with immense potential for growth. Poultry meat is a
key ingredient for prepared dishes, thus poultry prepared
dishes may become a new growth point for poultry
enterprises. The Group has years of experience in the
development of prepared dishes for overseas B-end
institutions and domestic B-end institutions and C-end
consumers, serving a wide range of ready-to-eat,
microwaveable, boiled, steamed, roasted and stir-fried
prepared dishes. After continuous upgrade of production
lines and product optimisation, the Group’s production
capacity of processed chicken meat products reached
142,000 tonnes. This has enabled the Group to meet the
production and processing demands for four major
categories of dishes, including ready-to-cook, ready-to-eat,
ready-to-heat and ready-to-prepare dishes. In 2022, sales
revenue of its processed chicken meat products business
accounted for 46.6%, which delivered a higher and more
stable profit.

In addition, the Group intensified its efforts in new product
development, broadened its portfolio and launched a
number of new products to meet the rapidly changing
customer and market demand for prepared dish products.

New Retail Business Remained as a Leader

The new retail business achieved sales revenue of
RMB625.9 million (2021: RMB948.1 million), representing a
year-on-year decrease of 34.0% and accounting for 12.3%
(same period: 21.5%) of the overall business.

Among which, the share of “iShape” in the new retall
business increased from 51.6% for the same period to
54.4%, continuing to play a major role as the Company’s
customer-end products.
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MANAGEMENT DISCUSSION AND ANALYSIS
oDooooooo

During the period when the chicken breast products
business was severely affected by the pandemic, even
though the whole business saw negative growth, “iShape”
brand steadily maintained its price levels and market
shares. For example, in the two major battle fields of online
sales TMall and JD.com, the market shares of “iShape”
exceeded that of the first runner-up by 5.1% with unit prices
nearly twice its major competing products. In terms of
offine markets, the products under the “iShape” series
have covered nearly 60,000 network points across 142
cities, among which the majority are quality convenience
stores and boutique key accounts. And in the post-
pandemic era, “iShape” speeds up the establishment and
promotion of campus distribution channels to further focus
on the young consumers.

For several years, “iShape” has consistently implemented
its strategy of single products to continuously add new
products into existing ones and has made great success so
far. Among which, the sales of salad chicken breast, our
competitive product, amounted to over RMB300 million;
newly-launched Xiao Q chicken breast, chicken breast bar,
Jia’ge chicken drumstick, low-fat chicken breast meatball
and chicken breast luncheon meat also demonstrated
excellent growth.

The four products newly launched during the Reporting
Period all demonstrated the research and development
(“R&D”) level of new products and the competitiveness of
the products of the Company. Low-fat chicken breast
meatball, a product with sales exceeding RMB10 million
within 10 months of launch, became the top seller among
new products. Chicken breast meat fried rice achieved a
repurchase rate of 17.5%, becoming an ace in terms of
repurchase rate among new products. Room-temperature
chicken breast sausage achieved sales of over RMB7
million within 10 months of launch. Tender MIX chicken
breast became the best new product representing quality,
forming a new barrier for low temperature categories in the
future.
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MANAGEMENT DISCUSSION AND ANALYSIS

(I) Observation of Current Trends

1.

China will be the World’s Largest Consumer
Market and is entering an Era of Quality and
Personalised Consumption

Two significant signs of China entering a new era of
consumption are: (i) China’s GDP per capita has crossed
the threshold of US$10,000, and consumption has become
the primary driver of economic growth for six consecutive
years; (ii) the combination of three major waves of change
— people, traffic channels and supply chains has led to an
unprecedented transformation in the cost structure of
consumer goods in China.

Strong Growth in Processed Chicken Meat
Products under the Common Choice of Three
Specific Customer Groups

Over the past five years, changes in 14 segments, including
food and beverage, have had a significant impact on
consumers’ lives, with a particularly obvious trend of
consumption upgrade. White-collar women occupy the
main position of consumption decision-making, and our
major consumer groups, hamely “Her Economy”, “Generation
Z" and “Silver Economy”, have shown convergence in their
choice of food, which focus on choosing the “healthier”,
“tastier” and “more convenient” products.

With higher protein, lower fat and lower energy
consumption, white-feathered broiler becomes an important
growth pole in the trend towards nutrition and consumption
upgrade. According to Frost & Sullivan, the average growth
rate of the white-feathered broiler market is expected to
exceed 10% in the next five years, reaching RMB150 billion
in 2025.

The white-feathered broiler industry has undergone
comprehensive transformation and upgrade in recent years,
from producing chicken breeds and raw chicken meat
products primarily to mainly providing processed chicken
meat products instead. The size of the processed chicken
meat market is expected to exceed RMB60 billion in 2024.
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MANAGEMENT DISCUSSION AND ANALYSIS
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3. Changes in Underlying Logic of Consumption
Industry

Due to the combined effect of the industry cycle and the
pandemic cycle, the underlying logic of the consumption
industry has undergone significant changes: consumer
attitude had changed from impulsive consumption for “internet
celebrity, most popular and fresh-seeking” previously to the
current rational consumption for “high quality, excellent
price and pragmatism”. The growth driver of the consumer
market has changed from attention-driven to product
quality-driven accordingly.

(1) Strategic Path: Achieving Quality Growth by
Shifting from Raw Food Business to Cooked Food

Business, and Relyingon B + C

1. Development Goal
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MANAGEMENT DISCUSSION AND ANALYSIS

Strategic Path: Adhering to the “123” Strategy,
Focusing on Downstream Channel and
Creating a Leading Chicken Meat Products
Brand

In recent years, the Group has been actively transforming
and upgrading itself, continuously implementing the “123”
development strategy (“One Foundation, Two Major
Markets and Three Driving Forces”), increasing the
proportion of sales of processed food products, expanding
the retail business and building itself as China’s leading
brand of chicken meat products.

(1)

(2)

®3)

“One Foundation”

We insist to extend the Group’s advantage in its
vertically integrated business model across the entire
industry value chain and the industry ecological
chain, and strengthen management on the quality of
raw material supply, so as to ensure food quality and
safety, offer consumers with quality-assured products
and lay a solid foundation for product quality; and on
top of this, we steadily promote the growth of our
breeding capacity and strengthen the foundation of
our integrated industry-chain business model.

“Two Major Markets”

We simultaneously drive the balanced development
of the domestic market and the international market,
ensure “same production line, same standard, same
quality” for domestic sales and export sales, and
facilitate the dual circulation of the domestic and
international markets.

“Three Driving Forces”

Firstly, we continue to strengthen our comprehensive
business capabilities and business scale for key food
and beverage customers and use it as a starting
point to continue to expand the centralised
procurement business facing the food and barrage
industry and the convenience store system and
provide food and beverage, retail and group
customers with quality centralised procurement
products.

2.
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Secondly, we continue to optimise the products,
services and channels of the export business and
reinforce the Company’s leading position in the
export business, and continue to upgrade its services,
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

(1

Overall Performance

For the year ended 31 December 2022, the Group experienced
an increase of 15.1% in revenue as compared to that of 2021.
There was a net loss of RMB769.0 million as compared with a net
profit of RMB47.1 million in 2021, mainly due to the recognition of
an one-off and non-recurring impairment loss on deposits due
from GMK Finance. The Company recorded a net profit of
RMB39.2 million in 2022, representing a year-on-year decrease
of 16.7%, without taking into account the monetary fund bad debt
loss arising from such an impairment loss. There was an increase
of 4.6% in gross profit as compared to that of 2021. The basic
loss per share was RMB55.4 cents in 2022. Set out below is the
detailed information on the fluctuations in the Company’s results
for the year ended 31 December 2022.
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