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Corporate Profile
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Striving for 16 Years, Creating a Green Miracle
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China Shengmu Organic Milk Limited (the “Company” or “China Shengmu”, together with its subsidiaries, the “Group”), as China's first raw milk
supplier certified by both domestic and EU organic standards, has firmly pursued a high-quality development path guided by ecological priority
and green sustainability, with the Ulan Buh Desert as its core base. We have transformed 350,000 mu of desert into high-quality pasture, planted
over 98 million sand-fixing trees, and built a robust sand barrier, turning 220 square kilometers of desert into an oasis. This once barren land
has been transformed into an ecological organic paradise. We have continued to increase our investment in ecological construction, solidifying
the industrial environmental foundation, constructing 193.3 kilometers of roads, 277.9 kilometers of power lines, 11 reservoirs, 9 organic manure
fermentation plants, and 1 bio-organic fertilizer processing plant in the desert.
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China Shengmu has successfully established a closed-loop ecological industry of “desert oasis + organic farming and breeding”. By the end of

the reporting period, the Group owned 34 farms, including organic milk farms, DHA milk farms, organic A2 milk farms, and standard high-quality
raw milk farms, with a total of 147,000 dairy cows and a daily fresh milk production of approximately 2,235 tonnes. The annual production

capacity of ecological organic raw milk has reached 600,000 tonnes.
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China Shengmu was recognized by the United Nations Global Compact as the best practice in the category of "Sustainable Production and
Consumption”. China Shengmu's end-user brand organic milk won the Gold Award at the 18" Asia International Organic Product Expo once again.
For 16 years, the Group has focused on desert organic practices, and its advocated “Natural Slow-Rearing” organic philosophy has resonated
strongly within the industry. The Group firmly believes that high-quality milk originates from natural sources. “Slow cultivation of soil”, “slow
cultivation of grass” and “slow cultivation of cows” are the key factors behind the success of Shengmu's organic milk.

TREEHEBSESRROEMTERIMIHELENEE BRI CENKREFSEER - PRERKGRIEERNES +/\EERMNERE#
EmBESLBERESR - ARBFINVRER 16F  MEENIBRER IARESETERSIHBRAUKRG - ARERE - #ENF
PRRBRFRE - (8L [ERE]  [BET | LREVART NS ARD O BERAE -



Contents

B &

Corporate Information

Location Map of Organic Production Base
Chairman’s Statement

Highlights

Corporate Culture

Management Discussion and Analysis
Report of the Directors

Directors and Senior Management

Report on Corporate Governance Practices
Independent Auditor's Report

Consolidated Statement of Profit or Loss
Consolidated Statement of Comprehensive Income
Consolidated Statement of Financial Position
Consolidated Statement of Changes in Equity
Consolidated Statement of Cash Flows

Notes to Financial Statements

Financial Summary

NAER
BHREFXEWNER
EEQIFERE
mE

EEXL
BT RO
EEeWmE
EENEAEERE
TCEERFRMRSE
B AR
RARER
FAETERER
A RFIRAR
RAEREHR
FAERERER
B TS SRR T A
MG E

10
12
13
40
82
92
120
127
128
129
131
133
136
258



Corporate Information

~EEH

Board of Directors
EXECUTIVE DIRECTOR
Mr. ZHANG Jiawang (Chief Executive Officer)

NON-EXECUTIVE DIRECTORS

Mr. CHEN Yiyi (Chairman)

Mr. ZHANG Ping

Mr. BAl Fengming (appointed on é October 2025)

Mr. SUN Qian

Ms. SHAO Lijun

Mr. ZHAOQ Jiejun (resigned with effect from é October 2025)

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. WANG Liyan (Lead INED,
designated on 26 March 2025)

Mr. WU Liang

Mr. SUN Yansheng

Company Secretary
Mr. LI Kwok Fat (CPA, ACG, HKACG)

Authorised Representatives

Mr. ZHANG Jiawang
Mr. LI Kwok Fat

Audit Committee

Mr. WANG Liyan (Chairman)
Mr. ZHANG Ping
Mr. WU Liang

Remuneration Committee

Mr. SUN Yansheng (Chairman)
Mr. ZHANG Ping
Mr. WU Liang

CHINA SHENGMU ORGANIC MILK LIMITED A BREHRA I ZEER A A

EET
HITES
SRR S5 (B HTE)

FATES

R —FKE(TE)

R AE

BRBSE(R=ZF=AF+ANAEST)

% eirtad

AEERL

BRELELE(EHL B-—F_0F
TANEHELER)

BAFHITES
FUERE(BREBLIENTESE
R-IFE-FF=H -+ NHEZF)
RESLE

BRI A A

NEWE
ZFEL A (CPA, ACG, HKACG)

REAK
FRUE S
S

BEREES
FuUBRE(ER)

RFRE
Rt

FWEES
TR 55 (£

RFRE
REft



Corporate Information

DNEER

Nomination Committee

Mr. CHEN Yiyi (Chairman)
Mr. WANG Liyan
Mr. WU Liang

Strategic and Sustainability Committee

Mr. CHEN Yiyi (Chairman)
Mr. ZHANG Jiawang

Mr. BAl Fengming

Mr. SUN Qian

Registered Office

P.0. Box 309

Ugland House

Grand Cayman, KY1-1104
Cayman Islands

Principal Place of Business in Hong Kong

Room A, 32nd Floor COFCO Tower
262 Gloucester Road

Causeway Bay

Hong Kong

Headquarter and Principal Place of

Business in China
Food Industry Park

Deng Kou County

Bayannur City

Inner Mongolia Autonomous Region
PRC

Stock Code

The Main Board of The Stock Exchange of Hong Kong Limited
1432

Principal Share Registrar and
Transfer Office

Maples Fund Services (Cayman) Limited

P.0. Box 1093, Boundary Hall

Cricket Square

Grand Cayman KY1-1112
Cayman Islands

REEESE
W55 ()
FuUERE
SE kL

BRRASERREES

RP—KE(FE)
SRR LE
BREKELE
5 S

AMRSEE

P.0. Box 309

Ugland House

Grand Cayman, KY1-1104
Cayman Islands

ERBTEEEME
BB

S8

EAITE 26255
FREREINEAR

FERABREEERME

I
AEEN= P
BEEEm
A&
RmT%E

IR A 5%
EAMATHHERAALR
1432

Hnﬁﬂﬁ = nElm ..,\&E'E:

Maples Fund Services (Cayman) Limited
P.0. Box 1093, Boundary Hall

Cricket Square

Grand Cayman KY1-1112

Cayman Islands

ANNUAL REPORT F[Z 3R 2025



Corporate Information

DNEER

Hong Kong Branch Share Registrar and
Transfer Office

Tricor Investor Services Limited

17/F, Far East Finance Centre

16 Harcourt Road
Hong Kong

Principal Bankers

Industrial and Commercial Bank of China
Bank of China Limited

Agricultural Bank of China Limited
Industrial Bank Co., Ltd.

DBS Bank Ltd.

Auditor

Ernst & Young

(Certified Public Accountants and Registered Public Interest Entity Auditor
under the Accounting and Financial Reporting Council Ordinance)

Legal Advisors
AS TO HONG KONG LAW

Linklaters

AS TO CAYMAN ISLANDS LAW
Maples and Calder

Website

http://www.shengmuorganicmilk.com

CHINA SHENGMU ORGANIC MILK LIMITED A BREHRA I ZEER A A

ERROBFELTIRE

BEESFELARAT
BB

BRE 165
BRRERMP017E

FEEREIT
B T 8817

BRI BRAT

D ERERTRAERAR
B RTRHHRAT
ERBITERAF

B BB

XGRS
(IRIZ( 2 at R BERBEEIFP)
A M EF AR AL M 2 HF 25
EREFA)

EEREM
EgiER
FRERMESAT

FMEHE LR
B ERIMESA

A8 vk

http://www.shengmuorganicmilk.com



Location Map of Organic Production Base

EREXEMNVEES

ANNUAL REPORT F[Z 3R 2025 5



Chairman’s Statement
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Mr. CHEN Yiyi
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Chairman
e

Dear Shareholders,

On behalf of the Board of Directors of the Company, | hereby present the annual
report of the Company and its subsidiaries for the year ended 31 December
2025 to the shareholders.

In 2025, China's dairy industry was at an intersection stage of profound
adjustment and cyclical recovery. At the macro level, while the domestic economy
maintained stable operation, the overall consumer demand for dairy products
was characterized by rationalization and structural divergence, and the pace of
consumption upgrading slowed down significantly compared with the expansion
cycle. The industry's supply side remained resilient, and phased supply-demand
mismatch led to raw fresh milk prices fluctuating at a low level. We believe that
the current industry adjustment is an in-depth restructuring aimed at “reducing
overcapacity, lowering costs and improving efficiency”. Faced with the downward
pressure on raw milk prices, the Group adhered to the business philosophy
of “resilient growth”. We are clearly aware that the industry has shifted from
the dividend period of scale expansion to a “protracted war” stage of efficiency
competition. Against this backdrop, the Group built definitive competitive
advantages amid uncertainties through the optimization of asset quality, the
reshaping of the cost curve and the in-depth synergy of the industrial chain.
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In 2025, amid the overall pressure in the industry, the Group effectively
mitigated the impact of price declines and achieved steady operation of its core
businesses through systematic cost reduction, efficiency enhancement and
structural optimization. During the reporting period, adhering to the principle
of “controlling volume, improving quality and prioritizing efficiency”, the Group
carried out in-depth strategic optimization of its herd structure. Through the
selection of superior genetics, improvement of breeding level and optimization
of customized nutritional formulas, the Group achieved a breakthrough in the
annualized milk yield per milkable cow of 12.4 tonnes, representing a steady
increase compared with 2024 and a record high. The continuous growth in milk
yield per cow has not only enhanced the output capacity of unit assets but also
provided the Company with critical marginal contribution during the industry
downturn cycle. As at 31 December 2025, the Group had 147,036 heads of
dairy cows in stock. The Board proactively adopted a dynamic retiring strategy
to eliminate low-efficiency and high-parity cows and increase the proportion
of young milkable cows. The proportion of milkable cows rose to 47.8% at the
end of the period, and the number of high-quality milkable cows increased
from 62,842 heads at the beginning of the year to 70,316 heads, representing
a growth of 12%. Such an efficient stock structure has laid a solid foundation
for profit elasticity when the market recovers in the future. Under the severe
situation where the average selling price of raw milk decreased by 13.2% year-on-
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Chairman’s Statement
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year to RMB3.88 per kilogram, cost control became the core measure for the
Group to stabilize its profit level during the year. Benefiting from the increase in
milk yield per cow and lean operation, the Group's selling cost per kilogram of
milk decreased to RMB2.90 per kilogram in 2025, representing a year-on-year
decrease of 7.7%. Among which, the average feed cost decreased to RMB2.31
per kilogram, representing a decrease of 9.1%. The Group fully utilized the
window period of raw material price fluctuations to lock in cost advantages
through joint order locking and forward procurement mechanisms. Meanwhile,
by optimizing feeding formulas and improving dry matter conversion efficiency,
the Group converted internal management dividends into actual profit margins
during the year. To hedge against the downside risks in the raw milk industry,
the Group actively promoted the integrated dairy and beef business in 2025 and
established a dynamic operation mechanism of “stabilizing production through
dairy and enhancing efficiency through beef (JAZLEBE  LAAEZR)". During
the reporting period, the Group moderately accelerated the slaughter of large-
month-old fattening cows, with a total of 21,927 fattening cows slaughtered
throughout the year. The sales revenue from retired cows and fattening
cows amounted to RMB633 million, representing an increase of RMB186
million compared with the corresponding period last year. The integrated
dairy and beef business is currently positioned as an effective supplement
to the core business. This model has enhanced the in-depth synergy of the
industrial chain by improving the full life cycle value of dairy cow assets, and
further strengthened the Company's financial resilience while ensuring the
stable supply of raw milk. The Group has always adhered to the strategic
positioning of high-end desert organic raw milk and successfully captured
structural growth opportunities in a market with differentiated consumption.
In 2025, high-end raw milk (including high-end organic, A2 and DHA raw milk)
accounted for 80.3% of the Group's sales volume. As a core product category,
organic raw milk demonstrated stronger premium capacity and customer
loyalty amid the general price decline in the industry. As the core organic raw
milk supply base of Mengniu Group, the Group ensured the steady growth of
raw milk sales volume through deep participation in the milk source supply of
high-end terminal products. The total sales volume of raw milk for the whole
year reached 777,282 tonnes, representing a year-on-year increase of 11.1%.

The Board is of the view that a sound governance structure and sustainable
development capabilities constitute the underlying immune system for an
enterprise to cope with the “protracted war”.
period, cash flow security is the lifeline of the Group. The Group continued
to implement a prudent financial strategy, with the total of administrative,
selling and financing expenses for the period decreasing by 5.4% year-on-

During the industry downturn

year, and the expense efficiency maintained a leading level in the industry.
Based on the anticipation of the complexity of the external environment, the
Board recommends no dividend distribution for the current year. This move
is intended to retain sufficient working capital to strengthen the Group's risk
resilience at the bottom of the cycle and flexibility in subsequent strategic
investments. To ensure the continuity of strategy implementation and the
stability of the core team, the Group has continued to steadily advance
the restricted share award scheme. In April 2025, the third tranche of the
share award scheme was achieved in accordance with the established
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performance indicators and the vesting was successfully completed. Through
this institutional arrangement, the Group has successfully deeply aligned the
interests of the core management with the long-term value of shareholders.
At the critical juncture of industry cycle recovery, the Group will successively
implement a new batch of restricted share incentive schemes for the period
from 2026 to 2028. This move aims to motivate the management team to
always maintain the vigour of entrepreneurial aspiration and the resilience of
strategic resolve in the “protracted war”, and jointly drive the steady creation
of long-term value for China Mengniu through the continuous evolution of
organizational effectiveness.The Group has continuously improved the desert
organic ecosystem oriented towards “natural benefits”. In 2025, we maintained
our CDP management grade score in the fields of climate change and water
security, and achieved a leapfrog improvement in the field of forest risk.
Meanwhile, the Group has actively aligned with the International Sustainability
Standards Board (ISSB) to enhance the transparency and standardization
of ESG information disclosure. We firmly believe that the ecological barriers
established in desert control and the “Animal Friendly Farm” certification
obtained are not only the corporate social responsibility, but also an
irreplaceable differentiated competitive advantage of the Group in the high-end
dairy products market.

Looking ahead to 2026, the dairy industry is expected to remain in a volatile
recovery phase at the bottom of the cycle. The process of rebalancing supply
and demand is phased and repetitive, and industry competition has completely
transformed from scale-driven to efficiency-driven. The Group will maintain
strategic resolve and focus on advancing the following core tasks: continue
to optimize the cost curve and penetrate every aspect of farm operations
through digital and intelligent transformation to ensure competitiveness in a
low milk price environment; deepen strategic cooperation with Mengniu Group
in the fields of organic milk sources and functional raw milk, and leverage the
driving effect of high-end brands such as “Deluxe” to stabilize the returns of
core assets; seize opportunities in the beef cow market, optimize the structure
of fattening cow herds, introduce high-end beef cow breeds, and build a
sustainable and anti-cyclical two-wheel growth model.

To shareholders:

“Resilient Growth” means striving upwards through trials and tribulations.
Being rooted in the Ulan Buh Desert, Shengmu is accustomed to coexisting with
wind and sand and has learned how to find water in arid conditions. The Board
will continue to lead all employees to address volatility through solid efforts
and resist cycles through evolution.

On behalf of the Board of Directors, | hereby extend my sincere gratitude to all
customers, employees, partners and shareholders. We will continue to uphold
our mission and create greater long-term value for all shareholders.

Chen Yiyi
Chairman of the Board

March 2026
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Corporate Culture
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The Board has established the Company’'s mission, vision and core values. All Directors shall act with integrity, lead

by example, and promote the desired corporate culture.
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Corporate mission:
NEME

Devote to the nation and promote agriculture, strive to be the best,

FEmE

and develop together
FRIE— HABERE

Corporate vision:
AEIFER :

Create the world's leading organic milk brand

BIREIRARYS —mE

Integrate into national rejuvenation

//\\ - Life Philosophy
Live with joy

Values:
BER :

- Times Perspective =~ —B{LE
Integrate into the new era B AZFTEFH
Integrate into global competition ~ BEAZEKHF
BARREE

- Agricultural View —E2¥H

Richest potential & &)

Worth striving for ~ EfSE

- Corporate View  —1>3%8

Contribute to society ~ ZEEit &

Strengthen the country 38 ABISR

- Work Philosophy ~ —T {E%8

Integrate into the enterprise  BRADE

Pursue excellence Bk B

- Success View —IhE

Create Value  El3&E(EBE

Enrich society  EZEHtE

—ESEE

PR E

Blessed life ~ FE@AL

o
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Management Discussion and Analysis

INDUSTRY OVERVIEW

In 2025, China's economy generally maintained a stable operation and
demonstrated strong resilience amid the complex and volatile domestic and
international environment. According to data released by the National Bureau
of Statistics, China's gross domestic product achieved steady growth in 2025,
the economic operation maintained a recovery and positive momentum, the
economic structure was continuously optimized, and high-quality development
was steadily advanced. Among them, service consumption and upgrading-
oriented consumption maintained certain growth momentum. In terms of
consumption structure, food and beverage products remained essential in
nature, while overall consumption was characterized by rationalization and
structural differentiation. Residents paid more attention to product-cost-
performance and functional value, basic consumption demand remained
stable, but the demand for high-premium products recovered relatively slowly.
Under such macro environment, the dairy products industry, as an important
part of livelihood consumption, enjoyed relatively resilient overall demand, yet
the pace of consumption upgrading slowed down significantly compared with
the expansion period, and pressure from channel inventory adjustment and

price competition persisted.
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In 2025, the domestic dairy industry (
remained generally in the bottom
stage of the cycle. Affected by factors
including the slow pace of consumption
recovery, structural adjustment of
dairy product demand and relatively
ample phased supply, raw milk prices
fluctuated at a low level, profitability at
the farming end continued to be under

pressure, and the industry entered a L
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period of profound adjustment with the

main themes of “inventory destocking,

capacity reduction, cost reduction and efficiency

enhancement (EETF ~ KERE - FFRA - 12

W K)". Meanwhile, against the backdrop of policy support and continuous
implementation of enterprises’ self-help measures, some key industry
indicators showed signs of marginal improvement during the year, and the

supply-demand relationship gradually evolved towards rebalancing.
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Management Discussion and Analysis
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On the supply side, China's milk production reached 40.91 million tonnes
in 2025, representing a year-on-year increase of 0.3%. Supply remained
resilient, which to a certain extent exacerbated the phased supply-demand
mismatch and continued to put pressure on raw milk prices. The number of
the national cows in stock declined at the end of the year, indicating that some
capacity had started to shrink and supply-side structural adjustment was
gradually underway. The new capacity formed during the industry expansion
cycle was inconsistent with the recovery pace of consumption, resulting in
“phased surplus” becoming a common industry characteristic. On the demand
side, dairy product processing volume reflected changes in end demand and
channel inventories to a certain extent. National dairy product production
stood at 29.5 million tonnes in 2025, representing a year-on-year decrease
of 1.1%. Overall industry demand was still in the process of recovery, but
the decline was relatively controllable. Dairy product consumption showed
certain differentiation during the year: basic liqguid milk maintained its
essential demand attribute, while high-premium and homogeneous products
faced higher destocking pressure at the channel end; demand for functional,
nutritional, segmented consumer group and ready-to-drink scenario products
was relatively more resilient. Meanwhile, channel competition and promotion
intensity remained at a high level, the pricing system and profit margin
continued to be squeezed, and profits in the industrial chain were concentrated
in segments with higher efficiency and stronger brand and channel capabilities.
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Management Discussion and Analysis

Raw milk prices generally remained at a low level in 2025. According to
the monitoring by the National Bureau of Animal Husbandry and Veterinary
Medicine, Ministry of Agriculture and Rural Affairs, the average price of raw
fresh milk in 10 primary dairy cow producing provinces was RMB3.03 per
kilogram in December 2025, representing a year-on-year decrease of 2.6%,
and the price showed signs of stabilizing after falling. In terms of phased trend,
although raw milk prices remained in a year-on-year downward range during
the year, the decline narrowed in the second half of the year, with some months
exhibiting the characteristics of "bottoming out and stabilizing (/X B72)".
Feed costs generally eased from the previous high levels in 2025, providing a
phased window for cost reduction at the farming end. Monitoring data from the
Ministry of Agriculture and Rural Affairs showed that in December 2025, the
national average price of corn was RMB2.43 per kilogram (up 4.7% year-on-
year and flat month-on-month), and the national average price of soybean meal
was RMB3.30 per kilogram (up 0.9% year-on-year and 0.3% month-on-month).
Against this backdrop, enterprises within the industry generally attached
greater importance to achieving continuous decline in “cost per kilogram (8
FX7ZK)" through measures such as procurement synergy, formula optimization,
roughage management, precision feeding and health management, so as to

hedge the profit pressure brought by the low-level operation of raw milk prices.

In 2025, policies continued to focus on stabilizing animal husbandry production,
providing relief to dairy farming and boosting consumption. At a public press
conference, the Ministry of Agriculture and Rural Affairs referred to measures
including the implementation of relief policies for beef and dairy cow farming,
the guidance of production optimization and the expansion of consumption, and
judged that raw fresh milk prices had “bottomed out and stabilized”. For the
medium and long-term high-quality development of the industry, regulators
and policies continued to emphasize the quality and safety of raw fresh
milk, the strengthening and optimization of the processing sector, consumer
education and consumption structure upgrading. International dairy product
prices and the trade environment also exerted an impact on domestic market
expectations. Volatile global dairy product prices and weakening prices of
certain categories during the year disrupted the procurement and inventory
strategies of domestic dairy processors. Meanwhile, factors such as trade
policies and tariffs may also have a phased impact on the import costs and
supply structure of dairy products and relevant raw materials. Against this
backdrop, domestic dairy enterprises generally placed greater emphasis on
supply chain resilience, inventory management and cost hedging capabilities to
mitigate the impact of external fluctuations on operations.
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Management Discussion and Analysis

BEEENWE DM

BUSINESS OVERVIEW

The Group takes dairy cow farming as its core business, focusing on the
production and sale of high-end desert organic raw milk, organic A2 raw milk
and DHA raw milk. While deepening its commitment to the main business
of desert organic milk production and sales, it has continuously developed
a variety of functional raw milk to accurately meet customers’ diversified
demands for high-quality raw milk, which not only enriches the product matrix
but also enhances profitability in general. The "high-endization + diversification”
product layout has enabled the Group to gain distinct differential competitive

advantages in the dairy cow farming industry.

HERD SIZE

As at 31 December 2025, the Group operated 34 farms, including 1 fattening
cow farm. The Group had a total of 150,691 cows in stock, among which
147,036 were dairy cows in stock, representing an increase of 2,588 heads
as compared with the end of last year, and the proportion of milkable cows
rose to 47.8% (as at 31 December 2024: 43.5%). Focusing on the high-end beef
segment and comprehensively upgrading the structure of fattening cows herd,
the Group reduced 8,378 Holstein cows in stock during the year. The number
of fattening cows in stock decreased to 3,655 heads as at the end of the year,
with breeding varieties concentrated in high-end core cows such as Wagyu and

Angus.

AEBEUPFRIERZOER  IRNEE
MHERHDREEEEY - BHEA2RE
Py R DHAREHE) » FERFD R B WY EH
TENRE - REEHEREPHED R
MZTTEHER - FEMELZEEERE
gy R T EmbR - TREERENT AR
RN o IRt + ZTT/b IMEmGBEEA
SEEDNFTRBIRTHRAPFBENERLCH
FES -

BERAE

2025512 A31 B - 7N & B8 & 34 B 4
% HRE 1 EERFHE -  EHATH
15069158 - EFRMFFHE H147,036
9B B PR R 258858 0 KFLAFMRLLIR
FE478% (7R 2024612 A31 8 : 43.5%) :
AEBEERmTAMAS TS - 2EAR
BIEARHER  NERIOAMEBLHETR
£87378% ' FARABBRFFHWE TFEE3,655
U REMEEPRAF  ZRTEEHX
D o

31 December

31 December

2025 2024

2025 F 2024 FF

12H31H 12 A31H

Number of Farms (number) WS EE (FE) 34 34

Dairy Cows in Stock (heads) M1 (58) 147,036 144,448

of which: Milkable Cows (heads) Hep o poFLA-(58) 70,316 62,842

Calves and Heifers (heads) B4 RBE KRS (3R) 76,720 81,606

Fattening cows (heads) R4 (58 3,655 12,033

Percentage of Milkable Cows in FCELAAE DA 15 iR 4B L 1

Total Dairy Cows in Stock 47.8% 43.5%

Total (heads) #Et(5R) 150,691 156,481
(1) Fattening cows refer to a type of cow that mainly produces beef and the main purpose (1)  BIE4HE—BUAEFALEENG  HFEEZH

of which is for selling.
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Management Discussion and Analysis

BUSINESS REVIEW

CONTINUOUS IMPROVEMENT IN MILK YIELD PER COW AND
OPTIMIZATION OF PRODUCT STRUCTURE HAVE CONSOLIDATED THE
FOUNDATION FOR PROFITABILITY

In 2025, the Group continuously optimized the structure of its cows, and further
enhanced the overall quality of the milkable cows by selecting high-quality cows,
improving genetic improvement

and optimizing the breeding

BEEENWRE D
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B
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system. Meanwhile, relying on the (
continuously upgraded customized
nutritional formula system and
refined feeding management
model, the Group provided
scientific and precise nutritional
support and health management
guarantee for milkable cows.
During the year, the milk yield per

milkable cow of the Group reached L

N ARELARARNESLE
BERFTBEARBHEELAESE
BEX - BRAFRERE
RENEEXRREEER
RIE - AEE - NEBKIL
BEET12.40W - 82024
FRPRERA BELHS -
REZEAEEEZEBE
FERFEFES -

12.4 tonnes, representing a steady

increase compared with 2024 and a

record high, which continuously consolidated
the Group’s competitive advantage in farming
efficiency.

Benefiting from the combined effect of increased milk yield per cow and
optimized production capacity structure, the Group's total raw milk sales
volume maintained steady growth, with the full-year raw milk sales volume
reaching 777,282 tonnes, representing a year-on-year increase of 11.1%.
The sales growth was mainly driven by improved production efficiency and a
higher proportion of high-efficiency cows, rather than simple scale expansion,
reflecting the quality-oriented development strategy. In terms of product
structure, the Group continued to increase the proportion of high-end raw milk,
with the sales proportion of high-end raw milk reaching 80.3%. Supported by
a stable customer base and relatively strong pricing power, high-end products
demonstrated better profit resilience amid industry-wide price pressure.
Among them, organic raw milk, as the core category of the Group's high-end
products, maintained a growth momentum and provided important support
to the overall operating performance in terms of both sales volume and
profitability during the year.

TEERARERGBELCORRERT -
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11.1% e SHERRFERBEERERREFR
BRAFEHELLIRS - MIEBLERERR - 8
REYESEINEERE ERGERIE
REBEFEH ISR REAINE LR - SiF
RO EE (b L 80.3% © = A REEIRTE
MR PEBREHEEMNEERE N - ETF
ERABRRE TRELETORFEMNE - &
F o BREEDEAER R ®EMDOIZ @
B RERRED  EFRNHERATIEE

FTEEHBEREERAEKEEZSE -

ANNUAL REPORT F[Z 3R 2025

17



18

Management Discussion and Analysis

EEENWmE DM

Against the backdrop of the industry being in an adjustment cycle, the
synergistic effect of increased milk yield per cow and optimized product
structure has effectively enhanced the Group’'s production capacity and
earnings quality per asset, laying a foundation for profit elasticity when the

market environment improves in the future.

WITH MILK PRICES CONTINUING TO DECLINE, WE WILL REDUCE
COSTS AND INCREASE EFFICIENCY TO MAINTAIN A STABLE PROFIT
LEVEL

In 2025, the supply and demand landscape of the raw milk industry remained
weak, and market prices were under downward pressure. The Group's average
selling price of raw milk decreased to RMB3,875 per tonne, representing a
year-on-year decrease of 13.2%. Among them, benefiting from the advantages
in product quality and customer structure, organic and specialty raw milk
products recorded a smaller decline in average selling price than conventional

raw milk.

ETEERARBHNERT  BERTHR

BRI BRBUE - ARER T AE
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Management Discussion and Analysis

On the cost side, prices of major feed raw materials such as corn and soybean
meal were relatively stable compared with the previous year, providing phased
support for cost control. The Group continued to promote joint order locking
and forward procurement mechanisms, optimized procurement pace and
reduced the impact of raw material fluctuations on costs. Meanwhile, the Group
continuously improved the cost structure of production through measures
including technological upgrading and optimized feeding formula. The above
measures formed an important foundation for the narrowing of the Group's
operating loss. In 2025, benefiting from increased milk yield per cow and lean
operation management, the Group's production cost per kilogram declined
further, with the sales cost per kilogram of milk standing at RMB2.90 per
kilogram, representing a year-on-year decrease of RMB0.24 per kilogram, or a
decrease of 7.7%. Among them, feed cost reduction was the main contributing
factor, with the feed cost per kilogram of milk reaching RMB2.31 per kilogram
during the year, representing a year-on-year decrease of RMB0.23 per

kilogram, or a decrease of 9.1%.

Although the Group has comprehensively implemented cost-saving and
efficiency-enhancing measures and achieved phased results, the extent of
cost reduction has not fully offset the decline in the average selling price of
raw milk. Affected by this, the Group's overall gross profit margin was 25.1%
in 2025, representing a decrease of 4.5 percentage points from 29.6% in the
corresponding period last year. By business segment, the gross profit margin
of the organic raw milk business during the year remained significantly higher
than that of the conventional business, reflecting the differentiated advantage

of the product structure.

In respect of expenses, the Group continued to adopt a prudent and robust
expense control strategy, and strengthened budget management and the
optimization of financing structure. In 2025, administrative expenses, selling
expenses and finance costs totalled RMB235.5 million, representing a year-on-
year decrease of 5.4%. The three-period expense ratio decreased to 7.8%, and
the period expenses per kilogram of milk amounted to RMBO0.3 per kilogram.
Expense efficiency continued to improve and remained at a favourable level in

the industry.

Overall, despite the industry being in a downward cycle, the Group has
effectively mitigated the impact of price declines on profitability through
systematic optimization of cost structure and expense control measures during
the year. The operating loss narrowed as compared with the previous year,
while a robust operating cash flow position was maintained.
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CONTROLLING VOLUME AND IMPROVING QUALITY, AND
CONTINUOUSLY OPTIMIZING HERD STRUCTURE

In 2025, the raw milk industry as a whole remained in a market environment of
phased oversupply. Against this backdrop, the Group adhered to the operating
principle of “controlling volume, improving quality and prioritizing efficiency”.
On the premise of ensuring stable raw milk supply to core customers, the
Group proactively optimized its production capacity structure and herd
configuration, and prudently adjusted its herd size. As at 31 December 2025,
the Group's total dairy cows in stock amounted to 147,036 heads, representing
an increase of 2,588 heads compared with the beginning of the year, with the

overall scale matching market demand.

In 2025, the Group continued to optimize its herd structure and dynamically
adjusted its retiring strategy based on the marginal contribution of individual
cow and the profit or loss on retiring. In the first half of the year, the Group
focused on the structural culling of low-efficiency and high-parity herds, which
effectively improved overall production efficiency and breeding efficiency
per cow. As of 31 December 2025, the Group's herd structure was further
optimized, the proportion of young milkable cows continued to increase,
and the proportion of milkable cows rose to 47.8%. Meanwhile, the Group
maintained a sufficient reserve of replacement cows, providing flexibility for
capacity recovery and structural upgrading upon market recovery in the future.
In terms of retiring pace management, the Group reasonably controlled the
scale of retiring with reference to the trend of beef market prices. The number
of retired cows in 2025 decreased as compared with the corresponding period
last year, while revenue from retired cows increased year-on-year, benefitting
from the recovery in beef prices. In addition, the Group's fattening cow business
also benefited from the upward trend of beef prices. During the year, the Group
appropriately accelerated the pace of sale of age-finished fattening cows, with
the annual total sale of of fattening cows reaching 21,927 heads and the cows
in stock reduced to 3,655 heads in the end of the period. For the year, the Group
recorded sales revenue from retired cows and fattening cows of RMB633.3
million, representing an increase of RMB186.2 million as compared with the
corresponding period. In light of its future business layout, the Group continued
to optimize the structure of its fattening cows, introduced high-end specialty
beef cow breeds, enhanced product differentiation capability and earnings
quality, and strengthened the long-term competitiveness of the segment.
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Management Discussion and Analysis

SUSTAINABLE DEVELOPMENT AND QUALITY MANAGEMENT SYSTEM
DEVELOPMENT

In 2025, the Group continued to advance its sustainable development strategy
by deeply integrating ecological governance, industrial operation and corporate
governance, and gradually established a long-term value creation system
oriented towards “being nature-positive and doing business for good (B %A

fuw
pay

X3 ¥ E)". Leveraging the resource endowments of the Ulan Buh
Desert region, the Group continued to improve its organic ecological desert
control industrial system around the circular model of “planting—breeding—
returning to fields”. Through measures such as planting drought-tolerant trees,
shrubs and high-quality forage, promoting resource utilization of manure
and soil improvement, and introducing smart water-saving irrigation and
distributed photovoltaic facilities, the Group achieved coordinated progress in
ecological restoration and industrial development, and explored a sustainable
desert ecological industrial path. Relevant practices have been selected as
demonstration cases in the field of international nature conservation, further

enhancing the Group's industry influence in the area of green development.

In respect of ESG governance, the Group continued to enhance the quality of
environmental information disclosure and climate management capabilities.
Following consecutive years of CDP environmental information disclosure,
the Group maintained a Management-level score in climate change and water
security, and rose to Leadership-level in forest risk in 2025, representing
steady and progressive overall performance. In terms of information
disclosure, the Group's ESG Report fully aligned with "IFRS S2 — Climate-
related Disclosures” issued by the International Sustainability Standards
Board (ISSB), and systematically disclosed core contents including Scope 1
to Scope 3 greenhouse gas emissions, identification of climate-related risks
and opportunities, low-carbon transition pathways and scenario analysis.
The Group continuously strengthened the alignment between climate-related
issues and strategic planning, financial management and risk control, so as
to enhance the standardization and transparency of sustainable development
governance. In 2025, the Group also received a climate disclosure-related
award from the Hong Kong Quality Assurance Agency, reflecting recognition of

the Group's ESG governance capabilities by the capital market.
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In respect of quality management and animal welfare, the Group has always
regarded raw milk quality as its core competitiveness and continuously
improved its quality control system covering farm construction, dairy cow
health management and the entire production process. In 2025, the Group
continued to promote the construction of smart farms, and monitored the
health indicators of dairy cows in real time through loT technologies to achieve
precise feeding and disease early warning management. Meanwhile, the
Group improved facilities including barn ventilation and sprinkler systems,
cow brushes, exercise yards and sand bedding to continuously enhance the
living comfort and health of dairy cows. The Group became one of the first
enterprises in China to obtain the “Animal Friendly Farm” certification and
participated in the formulation of the standard “Animal Friendly Farm Grade
Assessment — Dairy Cows”, promoting the upgrading of industry animal welfare
standards. As of the end of 2025, the Group's farms had obtained a number of
professional certifications, including GAP certified farm, low Gl farm, A2 farm,
ecological origin farm, desert sustainable product farm and animal friendly
farm certifications, further consolidating the Group's industry advantages in
organic raw milk quality and sustainable production.

HUMAN RESOURCES AND LONG-TERM INCENTIVE MECHANISM

During the year, the Group continued to promote digitalization and intelligent
construction, optimized production and management processes, and further
enhanced per capita efficiency. As at 31 December 2025, the Group had 2,272
employees (as at 31 December 2024: 2,217 employees). The Group continued
to strengthen the training of professional talents and the development of
the management team, and carried out systematic training focusing on core
areas such as farm management, digital and intelligent operation and quality
control to enhance organizational professional capabilities. Meanwhile, the
employee structure continued to be optimized, and the efficiency of production,
operation and technical positions improved significantly. In 2025, the
Group's total employee costs (including remuneration of directors and senior
management and expenses related to the share award scheme) amounted to
RMB305.7 million (2024: RMB326.8 million), with the overall remuneration level
commensurate with the operating scale and performance. The Group adhered
to a market-oriented and performance-based remuneration policy, and
dynamically optimized the remuneration structure and incentive mechanism in

light of the business development stage and industry competition.
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Management Discussion and Analysis

The defined contribution plan referred to is a pension plan under which the
Group pays fixed contributions to publicly administered pension insurance
plans on a mandatory basis. Payments to defined contribution retirement
benefit under the state-managed retirement benefit schemes in the PRC (the
“State-managed Retirement Benefit Schemes”) are charged as an expense
when employees have rendered service entitling them to the contribution.
The PRC employees of the Group are eligible members of the State-managed
Retirement Benefit Schemes operated by the government of the PRC. The
employees of the PRC subsidiaries of the Company are required to contribute
in accordance with employee pension insurance and other insurance benefits
requirements on monthly basis to the State-managed Retirement Benefit
Schemes to fund the benefits. The only obligation of the Group with respect
to the State-managed Retirement Benefit Schemes is to make the required
contributions under the schemes. Employees in Hong Kong are provided with
retirement benefits, under the Mandatory Provident Fund scheme.

To enhance the stability of the core team and long-term value creation
capabilities, the Group continued to implement its share award scheme.
As the relevant performance indicators had met the vesting conditions, the
third tranche of the share award scheme was vested in April 2025, and the
remaining portion will be vested in April 2026. Pursuant to the Company's
instructions, the trustee of the share award scheme purchased prevalent
shares of the Company in the open market using funds injected by the Group as
award shares. As of 31 December 2025, excluding vested shares, the Company
had cumulatively purchased a total of 58,269,527 shares of the Company
through the trustee, representing 0.7% of the total issued shares of the
Company. The implementation of the share award scheme helps strengthen
the alignment of interests between management and shareholders, enhance
organizational stability and execution efficiency, and support the achievement
of the Group's long-term strategic goals.
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BEEENWE DM

FINANCIAL REVIEW

ANALYSIS ON CONSOLIDATED STATEMENTS
OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME

REVENUE

Bt %% 1 A

meEEkEMEZEKES
=D

HEWA

For the year ended 31 December

BZ12A31BLEEE

Sales volume (tonnes) $H=(18)
Average selling price (RMB/tonnes) FHEF(ARET,HE)
Sales revenue (RMB'000) SHERAAREFTT)

2025 2024
2025 F 2024 FF
777,282 699,803

3,875 4467

3,012,260 3,126,184

Supported by the solid foundation and technological advantages underpinned
by the continuous improvement in herd quality, the Group’'s milk yield per
milkable cow hit a new record high of 12.4 tonnes, representing a year-on-
year increase of 2.9%. Meanwhile, high-quality Holstein dairy cows imported
from Australia have entered the stage of concentrated milk production, with
production efficiency and supply capacity enhanced simultaneously, effectively
driving the steady growth in raw milk sales volume. In 2025, total raw milk
sales volume reached 777,000 tonnes, representing an increase of 11.1%
compared with the corresponding period in 2024, further consolidating and
strengthening the Group's core production capacity advantages.

In 2025, the average selling price of raw milk was RMB3,875 per tonne (2024:
RMB4,467 per tonne), representing a year-on-year decrease of 13.2%, mainly
due to the continuous decline in prices in the domestic raw milk market.

During the year, the Group's raw milk sales volume increased year-on-year,
but such growth was insufficient to fully offset the impact of the decline in raw
milk selling prices, resulting in a year-on-year decrease of 3.6% in the Group's
revenue, which amounted to RMB3,012.3 million (2024: RMB3,126.2 million).
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Management Discussion and Analysis

COST OF SALES, GROSS PROFIT AND GROSS PROFIT MARGIN

BEEENWR D

HERAK » BERRERNR

For the year ended 31 December

BZ12A31MBLEEE

2025 2024
2025 F 2024 4F
Cost of sales (RMB'000) HEKRN(ARETT) 2,256,177 2,200,294
Gross profit (RMB'000) EFM(ARETFT) 756,083 925,890
Gross profit margin FF = 25.1% 29.6%
Benefiting from multiple factors including the decline in bulk feed prices, the SERKFEALHER T @ KILFEEBE
significant increase in milk yield per milkable cow and lean operation, the 127 @ U NIBEHRELEELEFE » AEEQ
Group's selling cost per kilogram of milk decreased to RMB2.90 per kilogram [T ER K TBEE AR 2907/ AT
(2024: RMB3.14 per kilogram), representing a year-on-year decrease of 7.7%. (20244 : AR¥3.1470,/ A ) » A&

The cost decrease was mainly attributable to the decline in feed cost, with the
feed cost per kilogram of milk decreasing by RMB0.23 per kilogram year-on-
year.

As the decrease in selling costs was insufficient to fully offset the decline in
raw milk prices, in 2025, the Group's gross profit margin from raw milk was
25.1% (2024: 29.6%), representing a year-on-year decrease of 4.5 percentage
points.

LOSS ARISING FROM CHANGES IN FAIR VALUE LESS COSTS TO SELL
OF BIOLOGICAL ASSETS

Loss arising from changes in fair value less costs to sell of biological assets
mainly represents fair value changes in the dairy cows, due to changes in the
physical attributes and market prices of the dairy cows and the discounted
future cash flow to be generated by those cows. In general, the value of a
heifer increases when it grows to a milkable cow, as the discounted cash flow
from milkable cows is higher than the selling price of heifers. Further, when a
milkable cow is culled and sold, its value decreases.

In 2025, the loss arising from changes in fair value less costs to sell of
biological assets of the Group amounted to RMB775.7 million (2024: RMB807.3
million), representing a decrease in loss of RMB31.6 million as compared with
the corresponding period.
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OTHER INCOME AND GAINS

Other income and gains comprise government grants, interest income, and
income from fattening cow breeding and sales of TOC ("“TOC" or “To Customer”
refers to enterprises directly selling products or services to individual
consumers (end-users)) terminal beef products, among other businesses.
In 2025, this item amounted to RMB207.1 million (2024: RMB71.0 million),
representing a year-on-year increase of 191.9%, mainly due to i) full receipt of
financial subsidies for projects such as high-quality dairy cow breeding, smart
farm construction and premium forage support, with relevant gains recognized;
and ii) reversal of litigation provisions accrued in prior years amounting to
RMB45.8 million during the year.

FATTENING COW BREEDING AND TERMINAL BEEF PRODUCT SALES BUSINESS

HAWA R WS

Hi WA R SR EBRAFHE - FBWA -
BER4&EENTOC([TOCI=kTo Customer ]
ErXEELERARBELEAAEE
HEHERBAP))BRBFNEMHEESE
%2025 F ZEEGARB2001BET
(20244 : ARB710BET) R LR
1919% TZRDMFRBEEE - BEHK
HEZRRMEEASHNEESIEE KM BREEL
BeE 2RI ERMEEK RS Ri)A
FEEDBAFETIRFABBARE 458

e —

BSTT°

BRABERKKTAERMEES

For the year ended 31 December

BENANBLEE

2025 2024
2025 2024 %
Cost of Gross Sales Cost of Gross
Revenue Sales profit Volume Revenue Sales profit
HEWA  HERK 5 HE  HERA  HERK EH
(RMB'000)  (RMB'000)  (RMB'000) (Head) (RMB'000) (RMB'000) (RMB'000)
(AR# (ON:S: (ARM (AR% (AR ON:
T ) ) () 1) ) 1)
Fattening cow BIE4EREEE
breeding business
Fattening cow Biet 21,927 166,453 156,916 9,537 7,795 93,154 137,893 (44,739) 0
Subtotal P&t 21,927 166,453 156,916 9,537 7,795 93,154 137,893 (44,739)
Terminal beef product RIEFNERBEER
sales business
Cut beef AEFA - 6915 5,790 1,125 - 3,145 2,476 669
Beef crisps SRR - 3,685 3,080 605 - - - -
Subtotal et - 10,600 8,870 1,730 - 3,145 2,476 669
Total @t 21,927 177,053 165,786 11,267 7,795 96,299 140,369 (44,070)

(1) Gross profit generated from the fattening cow breeding business in this table has been
reclassified to the loss arising from changes in fair value less costs to sell of biological
assets in the consolidated statement of profit or loss.

During the year, the Group's fattening cow breeding business realized 21,927
heads of fattening cattle slaughtered, achieving revenue of RMB166.5 million
(2024: RMB93.2 million), representing a year-on-year increase of 78.7%, and
net gain of RMB9.5 million (2024: loss of RMB44.7 million).
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Management Discussion and Analysis

During the year, the Group's terminal beef product sales business achieved
revenue of RMB10.6 million (2024: RMB3.1 million), representing a year-on-
year increase of 237.0%, of which cut beef generated revenue of RMB6.9 million
and beef crisps generated revenue of RMB3.7 million. Gross profit of RMB1.7
million was achieved (2024: RMB0.7 million), mainly attributable to gross
profit of RMB1.1 million from cut beef, representing a year-on-year increase of
68.2%.

BEEENWRE D

REE  SEKKTAEREEEEETRE
EWAARE10.6BEIL(2024F - AR¥E
3IBE8T) AER237.0% HA5HH
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e EREERAAREI7TEE L BH
EMBEBARE 1788720245 : ARE
07EET)  TEADEFABERENEA
RE¥11B&ET - AR 68.2%

e N e N s
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C C C
SELLING AND DISTRIBUTION EXPENSES HERDHMX

In 2025, selling and distribution expenses amounted to RMB58.7 million (2024:
RMB49.1 million), representing a year-on-year increase of 19.6% compared
with the corresponding period, mainly due to the growth in total raw milk sales
volume, the increase in freight charges for the milk powder export business
and the selling expenses incurred from the TOC terminal beef products sales
business.

ADMINISTRATIVE EXPENSES

In 2025, the Group’'s administrative expenses amounted to RMB140.0 million
(2024: RMB152.6 million), representing a year-on-year decrease of 8.2%. The
ratio of administrative expenses to revenue decreased from 4.88% in the
corresponding period to 4.65% in the current period, representing a decrease of
0.23 percentage point. Faced with the complex and severe market environment
and industry fluctuations, the Group has continuously deepened cost
reduction and efficiency enhancement, strengthened internal management,
and effectively reduced operating costs through process optimization,
organizational streamlining, resource synergy and strict cost control, providing
a solid guarantee for the Group's steady operation and smooth response to
cyclical industry fluctuations.

2025 F - HERDIERZR/ARKG87
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OTHER EXPENSES
In 2025, other expenses amounted to RMB320.0 million (2024: RMB5.8 million),

representing a year-on-year increase of RMB314.2 million. This was mainly
due to the accrual of impairment provision of RMB316.5 million in respect of
the land use rights of the long-term undeveloped grassland held by the Group
in accordance with the prudence principle (the “Impairment”). Other expenses
also comprised litigation-related expenses and public welfare donation
expenses.

The land use rights with an area of 122,000 mu located at the eastern area
of the Ulan Buh Desert, Deng Kou County, Bayannur City, Inner Mongolia
Autonomous Region, PRC and held by Alashanmeng Shengmu High-Tech Grass
Co., Ltd.* (FTH EHEHR SR ERLEEBRRAF) ("Alashanmeng Grass’), an
indirect wholly-owned subsidiary of the Company, for a term from 11 February
2015 to 10 February 2065 (the "Land”, the relevant land use right, the” Land
Use Right” ). The Company has engaged JZ (Shanghai) Assets Appraisal Co.,
Ltd.* (the "Valuer”), an independent valuer, to assess the market value of the
land use rights as at 31 December 2025 (the “Valuation Date”) (altogether,
the “Valuation”). The use of the Land is for the development of organic forage
bases, development of grass industry and animal husbandry, as well as the

construction of related facilities and shelter forests.

As disclosed in the announcement of the Company dated 17 November 2021,
the Group acquired the entire issued share capital of Alashanmeng Grass
(the "Acquisition”), which was a company principally engaged in the holding
of the land use right. Upon completion of the Acquisition, Alashanmeng Grass
became an indirect wholly-owned subsidiary of the Company.The capital
expenditure plan assessed at the time of the Acquisition in 2021 envisaged
that, in accordance with the overall master plan for the Land, approximately
122,000 mu of land could be developed and brought into cultivation. On this
basis, this would entail the construction of roads, the installation of power
lines, the establishment of sprinkler irrigation systems, landscaping and other
ancillary infrastructure, together with the planning and construction of a Yellow
River water diversion project to ensure the overall water supply for the Land.
The total capital investment for the foregoing as originally contemplated at the
time of the Acquisition amounted to approximately RMB38%,000,000.
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During the period from 2020 to 2021, the raw milk market in the PRC
performed rather satisfactorily, and the Company had a relatively optimistic
outlook towards the organic milk market. At the time of the Acquisition in 2021,
the primary objective of the Company in holding the Land was to engage in the
cultivation and development of organic forage, in order to meet the increasing
demand for organic forage at that time resulting from the then anticipated
future growth in organic milk production and to ensure the autonomy and
the stable supply chain of the Group. However, since 2022, the growth in the
organic milk market has gradually slowed down and has not shown the then
anticipated upward trend. The Company's existing organic forage supply
channels are now sufficient to meet the feeding requirements of its organic
herds. In such context, the Company has managed its cash flow to ensure
and focus on the sound operation of its existing core business, strategically
deferred the development of the Land, and prioritised the maintenance of the
Group's basic production capacity and market stability.

Therefore, since the completion of the Acquisition of the Land and up to the
date of this report, the Company had not progressed on the development of the
Land as originally contemplated at the time of the Acquisition. As a result, as
at the date of this report, the Land has continued to be desertified and remains
undeveloped and has no irrigation facilities, water or electricity supply or road
access. The Land remains not in use and not under development. No definitive

development plan has been formulated for the Land currently.

In August 2025, the Agriculture and Animal Husbandry Bureau of Dengkou
County* (B0 8 24 MEHL D) published the "Deng Kou County 2025
Autonomous Region-level Corn Green High-Yield and High-Efficiency Creation
Action Plan™ (O 82025 F BB ARG ECRESREEITHEHRTF)
(the "Implementation Plan”). The Implementation Plan mandates the continued
implementation of the national green high-yield and high-efficiency action
projects, in order to promote the deeper integration of high-quality farmland
and seeds, advanced machinery and optimised methods on a wider scale,
driving large-scale yield increases of major grain and oil crops, and ensuring

the secured supply of important agricultural products.

In light of the latest requirements related to the Implementation Plan, the
Group revisited the capital expenditure and budget in relation to the future
development of the Land. Based on the updated development plans and budget,
and having regard to the value of the Land as appraised in the Valuation,
the Group recognised the Impairment in its accounts for the year ended 31
December 2025 to reflect the value of the Land.

BEEENWR D

RZZEZTFE-T-_—FHH  PEMNER
BNMISRIBEREE - AARY BRI T
BHRERALBNNSER - R =—F
FAEKBEEER  AQEFFZLIHNE
ZHM - AHREHAENEEEME - 1L
FEXTE R ETEH B2 AR IESIL R MR

MAEREAE EAFER  TREAEES FH
RENHEE - BT - _FMKn - AK
PTISEIERE S - WA LR R TEL
B EFHES o Zliﬁﬂfﬁﬁﬂ’ﬂﬁ%%ﬁﬂﬁfﬁlﬁﬁ
B ERNENARERNARFEE - At
IRIET - NRRIERE Iﬁfﬁwum ﬁﬁ{%li
ARBROEBHIBREE  EHREmH®

Bzt ETE - E{E%%\’E%K%IE’\J
EMERENSRE °

At - BB FRTENEE A RE
MBH > ARRNEEREBEREERNR
%/@T&iﬁ%ﬁif@ﬁ@ FRZE TR - #th - WA

HEHRE - ZEWHETRE - B RFEE
HIAREE - DT\‘/RE/&/E}E?&M IKEHFE B

WATHRA - L0 B BB RN
WAk - SRBEER i ok A 3 R M R B B
sl -

R-ZB-RFNA  BOZEWMREBT
O HR 202 FHRRATRGESESR
MEZTBERAR)EBRAR]) - B
FRAERKERRBRAZECSER BT
BH UHBEERHEARE - SRR
BEEAEERBENRERE  THEE
RREMAmMBISE  REEZREMET

ERERDRNEHEBEER - KREEEH
ERTETAREREBOEANFE A
B AREEHNERASNEAE W2 E
HERFENLHEE  ASERBE_F
“HETZA=T—BILFENKRE PR
A AR EE

ANNUAL REPORT F[E 45 2025

29



Management Discussion and Analysis
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The method and basis, key assumptions and key inputs of the Valuation are

summarised as follows:

METHOD AND BASIS:

Given that the land use rights was in an undeveloped state, the income
approach was adopted in conducting the Valuation. In accordance with local
policies and customary practice, the land use rights would need to undergo
development investment and soil improvement before it could be utilised or

leased to generate income.

The Valuation projects the expected annual rental income (after development),
takes into account the investment required for land development and
operational costs, and discounts the resulting net cash flows to arrive at the

appraised value of the land use rights.

KEY ASSUMPTIONS:

The key assumptions adopted in the Valuation included: (i) the land use
rights would commence development from the Valuation Date and eventually
complete all development works; (ii) the land use rights would eventually
obtain a valid water source permit; (iii) there would be no flood discharge
zone planning affecting the land use rights; (iv) the land use rights could be
freely bought and sold in a competitive market; and (v) there would not be any
material change in the macro-economic environment, national policies and

regulatory framework.

KEY INPUTS:

Key inputs adopted in the Valuation included the following:

. Market rent: After benchmarking against similar land parcels in the

region, an initial rent of RMB600 per mu per year was adopted.

° Rental growth: Rent was assumed to be adjusted once every ten years,

increasing by 10% each time.

° Income-generating area: A utilisation rate of 90% was applied to
the 122,000 mu to account for temporary structures, roads and
embankments, arriving at an income-generating area of 109,800 mu.

. Phased development: The land use rights would be assumed to be
developed in three phases over six years (2026-2027; 2028-2029; 2030-
2031), with rental income commencing from 2028 after the first phase is

completed.
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Management Discussion and Analysis

. Vacancy rate: A vacancy rate of 60% was assumed for the first year with
rental income (2028), decreasing by 5% in each subsequent year and
stabilising at 15% from 2037.

. Income period: The income period was determined by term of the land
use rights under the Land Use Agreement.

. Discount rate: The discount rate of 6.3% (rounded) was determined,
comprising a risk-free rate of 1.34% (being the one-year PRC government
bond yield to maturity as at the Valuation Date) plus a risk premium of

5.0%, reflecting the leasing and operational risks of the land use rights.

Based on the Valuation, the market value of the land use rights was determined
to be RMB154.0 million as at the Valuation Date. The Impairment represents
the difference between the carrying amount of the land use rights and the

recoverable amount of the land use rights as determined by the Valuation.

For completeness, in the previous financial year ended 31 December 2024,
the book value of the land use rights was determined with reference to the
valuation of the land use rights in respect of the Land (by adopting the income
approach) at the time of the Acquisition. At the time of the Acquisition, a
valuation of the land use rights were was prepared by adopting the income
approach (the "Previous Valuation”), with reference to the valuation report
prepared by Inner Mongolia Yuefeng Assets Real Estate and Property Valuation
Co., Ltd.*, an independent professional valuer appointed by the Company.

It is noted that the major differences between the Previous Valuation of the
land use rights in respect of the Land (by adopting the income approach) and
the Valuation in terms of assumptions include the following:

(i) the significant increase in the capital expenditure and budget in relation
to the future development of the land use rights given the compliance
with the Implementation Plan, thereby making it more costly to develop

the land use rights; and

(i) the development timing of the land use rights has been delayed for more
than five years since the Acquisition was done more than five years
ago, thereby reducing the overall income which could be generated
throughout the term of the land use rights.
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The Company considers that the valuation of the land use rights in the previous
financial years is not up-to-date and does not reflect the implications of the
Implementation Plan, the worsening of the desertification of the land use
rights, and the glooming market demand for organic milk, which collectively
would affect the value of the land use rights. Further, the Company considers
that it would be prudent to update the valuation of the Land from time to time
such that the carrying amount as set out in the accounts of the Company would

fairly represent the value of the land use rights.

For completeness, there has been no change in valuation method between the
Previous Valuation and the Valuation except that there are changes in certain
assumptions which are set out above.

FINANCE COSTS

In 2025, the Group maintained the credit facilities at a solid level of RMB10
billion. Seizing the opportunity of low market interest rates, the Company
continuously reduced its overall finance costs through measures including
expanding policy subsidized loans, optimizing low-cost financing arrangements
and adjusting debt structure. During the year, finance costs amounted to
RMB36.9 million (2024: RMB47.5 million), representing a year-on-year decrease
of 22.3%.

SHARE OF PROFITS AND LOSSES OF ASSOCIATES

The Group's associates include: (a) Inner Mongolia Mengniu Shengmu Hi-
Tech Dairy Products Co., Ltd. (ARG RFERSRIARERA

the Group held minority interests, which is primarily engaged in the operating

Al), in which

and selling of Shengmu organic liquid milk products; (b) Food Union Shengmu
Dairy Co., Ltd. (EREt& EWF L mBR2AR]) and Inner Mongolia Shengmu
Low Temperature Dairy Product Company Limited (N5 & EEHIK A FL AR
73A)), both of which the Group held minority interests in and produces dairy
products with raw milk from the Group; (c) Inner Mongolia Yiyingmei Dairy Co.,
Ltd. (AR R BEIEBRAF)
and is principally engaged in the production of high-end organic milk powders;
(d) Mudanjiang Liangyuan Technology Limited ((tfHTIEREEH AR A )

which the Group held minority interests, which is primarily engaged in feed
processing; (e) Bayannur Muyiyuan Biotechnology Co., Ltd. (EE 2Tz
REDRIZBR AR
principally engaged in the processing of organic manure; and (f) Bayannur
Shengmu High-tech Ecological Forage Co., Ltd. (BEE/EBmEKRSRIAREE 2
BRAT)

minority interest, which is principally engaged in forage planting.

. in which the Group held minority interests

, in which the Group has a minority interest, which is

("Shengmu Forage”) and its subsidiaries, in which the Group has a

In 2025, the Group's share of loss of the above associates amounted to RMB3.5
million (2024: profit of RMB2.3 million).
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INCOME TAX EXPENSE

All profits of the Group were derived from its operations in the People's
Republic of China (the "PRC" or “China”). According to the requirements of the
Enterprise Income Tax Law of the PRC (the “EIT Law"), the Group's subsidiaries
in the PRC are generally subject to a PRC corporate income tax at a rate of 25%.
According to the preferential provisions of the EIT Law, the Group's income
arising from agricultural activities, such as dairy farming and processing of
raw agricultural products, is exempted from enterprise income tax. Under
the PRC tax laws and regulations, there is no statutory time limit for such tax
exemption as long as the relevant PRC subsidiaries of the Group complete
filings with the relevant tax authorities as required.

In 2025, the Group's income tax expense amounted to RMB2.0 million (2024:
RMB1.2 million).

LOSS ATTRIBUTABLE TO OWNERS OF THE PARENT COMPANY AND
PROFIT ATTRIBUTABLE TO NON-CONTROLLING INTERESTS

As a result of the above combined factors, the loss attributable to owners of the
parent company for the year amounted to RMB373.4 million (2024: RMB65.5
million), representing a year-on-year increase in loss of RMB307.9 million.

Profit attributable to non-controlling interests mainly represents the profit for
the year attributable to the dairy farmers with whom we cooperated in relation
to dairy farm management of our farms. In 2025, profit attributable to non-
controlling interests amounted to RMB0.4 million (2024: RMB1.0 million).

In 2025, the Group's cash EBITDA (non-IFRS financial measure) amounted
to RMB882.0 million (2024: RMB957.8 million), representing a year-on-year
decrease of 7.9%.

Note: Cash EBITDA is defined as earnings before finance costs and tax after adjusting the
following items: (i) depreciation and amortization charged to profit and loss; (ii) other
income and gains (non-cash items); (iii) impairment losses under the expected credit
loss model, net of reversals; (iv) other expenses (non-cash items); and (v) loss arising
from changes in fair value less costs to sell of biological assets.
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LIQUIDITY, FINANCIAL RESOURCES AND
CAPITAL STRUCTURE

LIQUIDITY AND FINANCIAL RESOURCES

The Group's operating funds and capital expenditures are mainly derived from
cash flows generated from internal operations and credit facilities provided by

major correspondent banks.

In 2025, the Group's credit facilities continued to maintain a credit limit of
RMB10 billion, with a stable credit utilization rate of less than 30%, which
protected the Company's stable operation. The Group relies on sound credit
ratings and collaborative relationships with banks, the Group maintains stable
and adequate bank credit facility. By optimizing the long-term and short-term
debt structure, controlling financing costs and financial risks, and reasonably
allocating funds to meet the needs of production and operation, project
investment and strategic development, the Group's overall financial structure

remains sound and the capital support capability steadily strengthens.

INTEREST-BEARING BANK BORROWINGS

As at 31 December 2025, the Group's interest-bearing bank borrowings
amounted to RMB2,211.2 million (as at 31 December 2024: RMB2,274.3
million), all of which were denominated in Renminbi. Of which, interest-bearing
bank borrowings repayable within one year amounted to RMB833.9 million (as
at 31 December 2024: RMB666.6 million). The annual interest rates of interest-
bearing liabilities ranged from 0.40% to 3.00% (for the year ended 31 December
2024:0.82% to 3.20%).

The Group's net borrowings are calculated on the basis of interest-bearing
bank borrowings (excluding lease liabilities) less cash and bank balances. As
at 31 December 2025, net borrowings amounted to RMB1,041.4 million (as at
31 December 2024: RMB1,209.0 million), representing a decrease of RMB167.6
million as compared with the end of 2024.
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CAPITAL STRUCTURE

As at 31 December 2025, the Group's total equity amounted to RMB3,805.1
million (as at 31 December 2024: RMB4,175.8 million), comprising current
assets of RMB2,415.5 million, non-current assets of RMB5,557.4 million,
current liabilities of RMB2,753.7 million and non-current liabilities of
RMB1,414.1 million.

As at 31 December 2025, the Group's financial leverage ratio, calculated as
interest-bearing bank and other borrowings (including lease liabilities) divided
by total equity, was 59.2% (as at 31 December 2024: 55.9%), representing a

year-on-year increase of 3.3%.

CHARGE ON ASSETS

As at 31 December 2025, the Group's total restricted bank deposits amounted
to RMBO0.7 million (as at 31 December 2024: RMB129.0 million), representing
a year-on-year decrease of RMB128.3 million. This was mainly due to the
unfreezing of RMB85.7 million of funds frozen in connection with litigation
matters in accordance with the judgment of the relevant case. Meanwhile,
the Group has obtained bank bills and letter of credit under full credit status,

resulting in a zero balance of bill margin.

CAPITAL COMMITMENTS

As at 31 December 2025, the Group had no capital commitments signed for the
acquisition of property, plant and equipment (as at 31 December 2024: RMB5.2
million).

CONTINGENT LIABILITIES

As at 31 December 2025, the Group provided guarantees for bank borrowings
of RMB130.0 million (as at 31 December 2024: RMB70.0 million) of Shengmu
Forage. The external guarantees provided by the Group were recognised in the
financial statements, adopting the valuation of the guarantees as determined
by the independent professional valuer as the best estimate of payment
required for the performance of the relevant existing obligations in accordance
with the requirements of IFRS.
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FOREIGN EXCHANGE RISK

The Group's operations are primarily located in Chinese Mainland and the
majority of transactions are conducted in RMB. As at 31 December 2025, the
Group had no significant foreign exchange risk in respect of its operations
except for cash of approximately RMB2.3 million and RMB28.8 million
denominated in HKD and USD respectively. As at 31 December 2025, the Group
had not entered into any arrangement to hedge against any foreign exchange
fluctuations.

CREDIT RISK

The Group only trades with recognized and creditworthy third parties. It is
the Group's policy that all customers who wish to trade on credit terms are
subject to credit verification procedures. Credit risk related to the Group's
other financial assets arises from default of the counterparty with a maximum
exposure equal to the carrying amounts of these instruments. Since the
Group trades only with recognized and creditworthy third parties, collateral is
generally not required.

ENVIRONMENTAL POLICIES AND PERFORMANCE

In 2025, the Group’s operations were in compliance in all material respects
with currently applicable national and local environmental protection laws and
regulations in the PRC.

MATERIAL ACQUISITIONS AND DISPOSALS

Save as disclosed in this report, the Group did not undertake any material
acquisition or disposal during the year.

FUTURE PLANS FOR MATERIAL INVESTMENTS OR ACQUISITION OF
CAPITAL ASSETS AND EXPECTED SOURCE OF FUNDING

Save as disclosed above in the section headed “Capital Commitments” in
this report, as of the date of this report, the Group does not have any plan for
material investments or acquisition of capital assets.
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EVENTS AFTER THE REPORTING PERIOD

As disclosed in the announcement issued by China Modern Dairy Holdings
Ltd. ("China Modern Dairy”) on 30 October 2025 regarding, among others, the
possible mandatory conditional cash offer by CLSA Limited, for and on behalf
of China Modern Dairy, to acquire all the issued shares of the Company (other
than those already owned or agreed to be acquired by China Modern Dairy and
Start Great Holdings Limited) (the "Rule 3.5 Announcement”), immediately
following the SPA Completion under any of the Share Purchase Agreements
(each as defined under the Rule 3.5 Announcement), China Modern Dairy and
parties acting in concert with it will hold in aggregate 30% or more of the total
issued share capital of the Company. China Modern Dairy will therefore, subject
to and upon the SPA Completion under any of the Share Purchase Agreements,
be required under Rule 26.1 of the Hong Kong Code on Takeovers and Mergers
published by the Securities and Futures Commission of Hong Kong (the
“Takeovers Code”) to make a possible mandatory conditional cash offer for all
the Offer Shares (as defined in the Rule 3.5 Announcement) (the "Offer”).

As set out in the announcement jointly issued by the Company and China
Modern Dairy on 20 April 2026, as at 20 April 2026, other than the conditions
as set out in paragraphs (d) and (e) under the section headed “Conditions of
the Share Purchase Agreements” in the Rule 3.5 Announcement, no other
conditions precedent under the Share Purchase Agreements have been
satisfied or (if capable of being waived) waived.

Further announcement(s) will be made in accordance with the Listing Rules
and the Takeovers Code (as the case may be) on the status and progress of the

Offer as and when appropriate.

Save as disclosed in this report, there was no material subsequent event of the

Group from the end of the year to the date of this report.
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FUTURE OUTLOOK

Looking ahead to 2026, the dairy industry remains in a phase of recovery from
the bottom of the cycle. The industry supply-demand relationship will gradually
rebalance, but the recovery process will be phased and uncertain. Recent
central government policies further propose consolidating the results of relief
measures for the dairy cow industry, promoting balanced supply and demand
and healthy development, and boosting dairy product consumption through
multiple measures to enhance synergy between upstream and downstream
industry chains. The policy direction emphasizes both short-term stability in
production capacity and price expectations, as well as medium-to-long term
improvement in quality and structural optimization. The Dairy Association of
China has also put forward a development plan for the industry up to 2030,
providing indicative recommendations on key development directions, including
raising milk production to approximately 45 million tonnes, maintaining a milk
self-sufficiency rate of above 70%, achieving a breeding scale proportion of
around 85% for farms with 100 or more cows, increasing the annual average
milk yield per cow to over 10 tonnes, keeping the qualified rate of product
supervision and random inspection at above 99%, and raising per capita milk
consumption to over 47kg. At the local level, the “Action Plan for Cultivating
and Strengthening the Agricultural and Sideline Food Processing Industry
(2025-2027)" of Inner Mongolia Autonomous Region proposes strengthening
the development of five major milk source bases, further expanding and
strengthening the liquid milk industry by leveraging milk source advantages,
and promoting the large-scale, industrialized and branded development of
agriculture and animal husbandry. With sustained policy support at national
and local levels, the development path of the dairy industry has become
clearer: stabilizing basic production capacity, optimizing structural efficiency,
strengthening quality and safety, promoting industrial chain synergy and green

upgrading, so as to achieve high-quality development.

Looking ahead to 2026, the industry recovery path is expected to present the
following characteristics: supply growth will slow down, and herd structure
optimization and phasing out of inefficient production capacity will continue
to advance; inventories will be gradually digested and the production pace
of the processing sector will become rational; prices will fluctuate at low
levels, and the pace of raw milk price recovery will depend on the progress of
supply and demand rebalancing; competition in efficiency will intensify, and
a company's position on the cost curve and cash flow capability will become
the key to differentiation. At the bottom of the cycle, the logic of industry
competition has shifted from competition in scale expansion to competition in
efficiency and robust operation capability. Enterprises with cost advantages,
stable cash flow and industrial chain synergy will gradually demonstrate

competitive advantages in the recovery process.
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Against the aforesaid industry and policy environment, the Group will adhere to
the principle of prudent operation, follow the direction of industrial adjustment
and align with policy strategies, continuously strengthen internal management
capabilities and asset quality, and enhance operational efficiency and anti-
cyclical resilience. As the largest organic raw milk supplier of Mengniu Group,
the Group will continue to ensure the steady growth of Mengniu Deluxe Milk's
desert organic business with high quality as its core business goal, further
deepen industrial chain synergy, strengthen the organic resource integration
capability of the entire industrial chain, and ensure the stability of raw milk
supply and continuous improvement of quality standards. Focusing on the
key variables during the industry recovery phase, the Group will prioritize the
following areas: (i) continuously deepen the procurement synergy mechanism,
optimize feed formulation and feeding management systems, strengthen herd
health and reproduction efficiency management, reduce unit costs through
refined operations, and consolidate the competitive advantage of the cost
curve; (i) promote digital upgrading of the production system and integrated
application of data, enhance management transparency and decision-making
efficiency, strengthen equipment operation and maintenance management
and standardization of production processes, and improve overall operational
efficiency; (iii) actively respond to green development policies, strengthen the
construction of environmental protection facilities and energy conservation
and emission reduction management, improve water resource utilization and
recycling systems, and enhance long-term sustainable operation capabilities
by relying on the unique resource advantages of the Ulan Buh Desert; (iv)
rationalize upstream and downstream relationships, strengthen strategic
synergy with core customers, enhance value creation capacity on the basis
of stable supply, and achieve win-win development of the industrial chain;
and (v) taking advantage of the current favourable window of rising beef cow
prices and continuously expanding supply gap, the Group will actively promote
the milk and beef linkage business. Based on the existing 10,000-head beef
cows farm and high-quality dairy cow herd as the resource pool, the Group
will establish a dynamic operation mechanism of “stabilizing production with
milk and increasing efficiency with beef”, flexibly allocate resources according
to market conditions, maximize the value of dairy cow assets, strengthen in-
depth synergy of the industrial chain and brand premium capacity, and build a
sustainable and anti-cyclical two-wheel-driven growth model.

Although the industry is currently in a recovery phase, the policy support
direction is clear, supply-side structural optimization is continuously advancing,
and the long-term demand foundation of dairy products as basic consumer
goods for people’s livelihood has not fundamentally changed. Cyclical
adjustments have created conditions for enterprises to optimize structure,
enhance efficiency and consolidate asset quality. The Group will continue to
adhere to a prudent and cautious development strategy, continuously improve
operational quality and core competitiveness in the process of industry
recovery, lay a foundation for releasing operational flexibility in the future
industry recovery stage, and achieve steady enhancement of the Group's long-

term value.
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Report of the Directors

ESERE

The board of directors of the Company (the "Board”) is pleased to present
its report together with the audited consolidated financial statements of the
Company and its subsidiaries (collectively, the "Group” or “we/us”) for the year
ended 31 December 2025 (the “year” or “2025") which were approved by the
Board on 25 March 2026.

Principal Businesses

The Company is an investment holding company. The Group's principal
business is dairy farming business. The Group primarily engages in the
production and distribution of raw milk through our subsidiaries in the People's
Republic of China (the "PRC").

For details of the principal subsidiaries of the Group, please refer to note 1 to

the financial statements.

Results

The Group's consolidated results for the year ended 31 December 2025 are set
out in the consolidated statement of profit or loss and other comprehensive
income in the financial statements.

Business Review

The business review of the Group, including a fair review of the Group's
business, a description of the principal risks and uncertainties faced the Group,
particulars of important events affecting the Group that have occurred since
the end of the financial year, an indication of likely future development in the
Group's business, key performance indicators, environmental policies and
performance, and the Group's key relationships with its employees, customers
and suppliers and others that have a significant impact on the Group and on
which the Group's success depends, is set out in the sections of this annual
report headed “Chairman’s Statement”, "Management Discussion and Analysis”,
“Report on Corporate Governance Practices” and in the notes to the financial

statements.

The Group is exposed to a variety of business risks, including financial risks,
regulatory and environmental risks, climate, animals disease and other natural
risks in the ordinary course of business. Further details of the Group's principal

risks, please refer to note 17 and note 38 to the financial statements.

Five-Year Financial Highlights

A summary of the results, assets and liabilities of the Group for the last five
financial years is set out in the section headed “Financial Summary” in this

annual report.
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Property, Plant and Equipment

For details of the changes in the property, plant and equipment of the Group
during the year, please refer to note 13 to the financial statements.

Donations

The Group made donations in a total amount of RMB3,481,000 during the year
of 2025 (2024: RMB2,126,000).

Dividend Distribution

The Board of Directors did not recommend the payment of a final dividend in
respect of the year ended 31 December 2025 (2024: nil).

Distributable Reserves

The Company's distributable reserves amounted to RMB3,390.7 million as at 31
December 2025 (as at 31 December 2024: RMB3,430.0 million). For details of
the changes in the Company's reserves in 2025, please refer to note 39 to the
financial statements.

Share Capital

For details of the changes in the Company's share capital in 2025, please refer
to the consolidated statement of changes in equity in the financial statements
and note 28 to the financial statements.

Purchase, Redemption or Sale of Listed
Securities of the Company
For the year ended 31 December 2025, neither the Company nor any of its

subsidiaries has purchased, sold or redeemed any of the Company's listed
securities (2024: nil).
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Annual General Meeting and Closure of
Register of Members

The upcoming annual general meeting is scheduled on Friday, 12 June 2026
("AGM 2026"). For determining the entitlement of the shareholders of the
Company (the "Shareholders”) to attend and vote at the AGM 2026, the register
of members of the Company will be closed from Tuesday, 9 June 2026 to
Friday, 12 June 2026, both days inclusive. In order to be eligible to attend and
vote at the AGM 2026, unregistered holders of shares of the Company should
ensure that all share transfer documents accompanied by the relevant share
certificates must be lodged with the Company’s branch share registrar in Hong
Kong, Tricor Investor Services Limited, at 17/F, Far East Financial Centre, 16
Harcourt Road, Hong Kong not later than 4:30 p.m. on 8 June 2026.

The notice of convening the AGM 2026 and related circular will be published on
the website of the Stock Exchange and on the website of the Company at http://
www.shengmuorganicmilk.com and despatched to the shareholders in due

course.

Pre-Emptive Rights

Neither the Articles of Association of the Company nor the laws of the Cayman
Islands, where the Company is incorporated, contains any provisions relating to
pre-emptive rights.

Major Customers and Suppliers

In 2025, the five largest customers of the Group in aggregate accounted for
97.5% (2024: 98.9%) of the Group's total revenue and the largest customer
accounted for 89.0% (2024: 93.3%) of the Group's total revenue. In 2025, the
five largest suppliers of the Group accounted for 47.7% (2024: 44.5%) of the
Group's total amount of purchases and the largest supplier accounted for
26.7% (2024: 20.2%) of the Group's total amount of purchases.
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In 2025, to the knowledge of the Directors, other than China Mengniu Dairy
Company Limited ("China Mengniu”, one of the top five customers) and
Beijing Dabeinong Technology Group Co., Ltd. Gt R AL BRI EE R HE
[R /2 7]) ("Dabeinong Group”, one of the top five suppliers), none of any of
shareholders or any of Directors or any of their close associates who owned
more than 5% of the Company's issued share capital, had any interest in the
five largest suppliers or customers of the Group. Each of China Mengniu and
Mr. Shao Genhuo, (the de facto controller of Dabeinong Group), is a substantial
shareholder of the Company.

In 2025, we did not experience any material disputes with our customers or
suppliers.

Tax Relief

The Company is not aware of any relief from taxation to which the Shareholders
are entitled by reason of their holding of the Shares.

Directors

For the year ended 31 December 2025, the Company’s Directors were as
follows:

EXECUTIVE DIRECTOR
Mr. ZHANG Jiawang (Chief Executive Officer)

NON-EXECUTIVE DIRECTORS

Mr. CHEN Yiyi
Mr. ZHANG Ping
Mr. BAI Fengming
(appointed on 6 October 2025)
Mr. SUN Qian
Ms. SHAO Lijun
Mr. ZHAOQ Jiejun
(resigned with effect from é October 2025)

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. WANG Liyan (Lead INED,
designated on 26 March 2025)

Mr. WU Liang

Mr. SUN Yansheng

Biographical Details of Directors and
Members of Our Senior Management

Biographical details of Directors and members of our senior management are set
out in the section headed “Directors and Senior Management” in this annual report.
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Permitted Indemnity Provision

Pursuant to the Company's Articles of Association, every Director shall be
entitled to be indemnified out of the assets of the Company against all loss or
liabilities (to the fullest extent permitted by the Companies Law of the Cayman
Islands) which he/she may sustain or incur in or about the execution of the
duties of his/her office or otherwise in relation thereto. The Company has
arranged appropriate directors’ and officers’ liability coverage for the Directors

and officers of the Company.

Directors’ Service Contracts

Each of the Directors has entered into a service contract or an appointment
letter with the Company for a term of three years starting from the respective
appointment date and shall retire by rotation at the general meeting according
to the requirements of the Articles of Association of the Company. The Board
may appoint any person as a Director from time to time and at any time either
to fill a casual vacancy or as an addition to the Board. Any Director so appointed
shall hold office only until the next annual general meeting of the Company and
shall then be eligible for re-election. None of our Directors has entered into any
service contract or appointment letter which cannot be terminated within one
year without payment of compensation (other than statutory compensation)

with the Company or any of its subsidiaries.

Management Contracts

No contracts concerning the management and administration of the whole
or any substantial part of the business of the Company were entered into or
existed during the financial year.

Changes to Information in respect of Directors

Mr. Zhao Jiejun resigned as a non-executive director of the Company and
a member of the strategic and sustainability committee with effect from
6 October 2025 due to personal health reason. He also resigned as a non-
executive director and Chairman of the Board of China Modern Dairy, with
effect from 1 September 2025.

Mr. Chen Yiyi was appointed as a Chairman of the Board of China Modern Dairy,
with effect from 1 September 2025.

Mr. Bai Fengming was appointed as a non-executive director of the Company

and a member of the strategic and sustainability committee, with effect from 6
October 2025.
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Mr. Zhang Ping resigned as a vice president and the chief financial officer of
China Mengniu (HKEX stock code: 2319) (together with its subsidiaries, the
“Mengniu Group”), with effect from 1 September 2025 due to the reach of
retirement age. He ceased to be the non-independent director of Shanghai
Milkground Food Tech Co., Ltd. (B8 A& Z R MEHFRM AR A A)
("Milkground”), a company whose shares are listed on the Shanghai Stock
Exchange (stock code: 600882), with effect from 30 December 2025. He also
resigned as a non-executive director of China Modern Dairy, with effect from 25
March 2026.

Mr. WANG Liyan was designated as the lead independent Non-Executive
Director (“Lead INED") by the Board on 26 March 2025.

Save as disclosed herein, during the year, there was no change of information
required to be disclosed by the Directors pursuant to paragraphs (a) to (e) and
(g) of Rule 13.51(2) and Rule 13.51B(1) of the Listing Rules where applicable.

Directors’ Interests in Competing Business

Mr. CHEN Yiyi, a non-executive Director and the Chairman of the Board, is
currently a vice president of Mengniu Group and is responsible for its strategic
and investment management. Mr. CHEN is also the non-executive director and the
chairman of China Modern Dairy and a director and the chairman of Milkground.

Mr. Zhang Ping served as a non-executive director of China Modern Dairy until
24 March 2026. Until 31 August 2025 and 29 December 2025, Mr. Zhang was
a vice president and chief financial officer of the China Mengniu Group, and a
non-independent director of Milkground, respectively.

Mr. Zhao Jiejun, a former non-executive director, served as the head of animal
husbandry industry chain business unit of Mengniu Group until his resignation
as a non-executive director of the Company. Until 31 August 2025, Mr. Zhao
was also a non-executive director and Chairman of China Modern Dairy.

Mr. Bai Fengming, is a general manager of the sales management center under
the room-temperature products business unit of Mengniu Group.

China Mengniu is one of the leading dairy products manufacturers in the
PRC, principally engaged in the manufacture and distribution of premium
dairy products, including liquid milk, ice cream, formula milk and other dairy

products.

The principal activity of China Modern Dairy is the production and sale of raw

milk to customers for processing into dairy products.
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Milkground is principally engaged in the research and development, production
and sale of cheese-related dairy products.

The above-mentioned competing businesses are managed by separate entities
with independent management and administration. The Directors are of the
view that the Group is capable of carrying on its businesses independently
of, and at arm’s length from, the businesses of these entities. When making
decisions, the relevant Director, in performance of his duty as Director, has
acted and will continue to act in the best interests of the Group.

Save as disclosed above, all Directors have confirmed that for the year ended
31 December 2025 and as at the date of this annual report, they and their close
associates have not engaged in or held any interest in any business which is or

may be, directly or indirectly, in competition with the business of the Group.

Independent Non-Executive Directors

The Company considers that all the independent non-executive Directors are
independent.

Material acquisition and Disposal of
Subsidiaries and Associates and Joint
Ventures

In 2025, the Group did not make any material acquisitions and disposals of

subsidiaries and associates.

Directors’ and Chief Executive’s Interests and
Short Positions in Shares, Underlying Shares
And Debentures of the Company

So far as is known to any Director or chief executive of the Company, as at
31 December 2025, the interests or short positions of the Directors and chief
executive of the Company in the Shares, underlying Shares and debentures
of the Company or any of its associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong) (the "SFO")) which were required to be immediately notified to
the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests or short positions which they were taken or
deemed to have under such provisions of the SFQ), or the interests or short
positions which were required, pursuant to Section 352 of the SFO, to be
entered in the register referred to therein, or the interests or short positions
which were required, pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers as set out in Appendix C3 to the Listing Rules
(the "Model Code"), to be immediately notified to the Company and the Stock
Exchange, were as follows:
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LONG POSITION IN THE SHARES OR UNDERLYING SHARES
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RGO HHEBERD TR

Number of
Shares/
underlying Percentage
Name Capacity/Nature of interest Shares of interest
B2,
"A 5, EnMtE HEEROEE EREI
ZHANG Jiawang Beneficial owner 173,328,580 2.07%
SRR A Em#EAA
(1) Including 5,396,000 award shares granted but not yet vested under the share award (1)  BIEREARQRRD ZB) T EF LB HKE

scheme of the Company (subject to the vesting conditions set out in the Company's
share award scheme and the relevant grant letter) and 29,802,580 vested shares.

Save as disclosed above and to the best knowledge of the Directors, as at 31
December 2025, none of the Directors or chief executive of the Company had
any interest or short position in the Shares or underlying Shares or debentures
of the Company or any of its associated corporations which were required to
be immediately notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests or short positions
which they were taken or deemed to have under such provisions of the SFO)
or which were required, pursuant to Section 352 of the SFO, to be entered in
the register referred to therein, or which were required to be notified to the
Company and the Stock Exchange pursuant to the Model Code.

Directors’ Rights to Acquire Shares or Debt
Securities

Save as disclosed in the section headed "Share Award Scheme” in this annual
report, at no time during the year ended 31 December 2025 was the Company
or any of its subsidiaries a party to any arrangements to enable the Directors
to acquire benefits by means of the acquisition of shares in, or debentures of,
the Company or any other body corporate.
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Litigation

A civil judgement was issued by the Intermediate People’s Court of Huhhot (the
“PRC Court") (the “Judgment”) on 16 August 2021 in relation to a claim made
against Inner Mongolia Shengmu Hightech Farming Co., Ltd. (R HEH SR
WEEBTR/AR]) ("Shengmu High-tech”), an indirect wholly-owned subsidiary
of the Company, and two of the Company’s former directors concerning a
claim made by the plaintiff. Accumulated provision was made amounting to
RMB85.0 million for the probable losses, which was reflected in the 2022 and
2021 annual financial report, to the Group based on the reasonable estimation
of the outcome of the lawsuits after taking into account the legal advice by the
management. For further details, please refer to the announcements published
by the Company on 16 September 2021 and 22 October 2021 and the 2021
Annual Report. Shengmu High-tech had applied to the High People's Court of
Inner Mongolia Autonomous Region (the “Appeal Court’) for a second trial and
final judgement has been made on 23 July 2025.

According to the final judgement, Shengmu High-tech and former directors
were held jointly liable to pay approximately RMB20.3 million, plus
accrued interest and litigation fees. For further details, please refer to the
announcement published by the Company on 1 August 2025. The Company had
previously made accumulated provision of RMB85.0 million for probable losses.
As set out in note 33 to the financial statements, the compensation set out
above has been settled by cash amounting to approximately RMB39.2 million.
Therefore, the remaining provision of the litigation amounting to approximately
RMBA45.8 million has been reversed to other income and gains in profit or loss
statement of the Group accordingly as at 31 December 2025.
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Interests of the Substantial Shareholders

So far as is known to any Director of the Company, as at 31 December 2025,
the following persons (other than the Directors and the chief executive of the
Company) had an interest or short position in the Shares or the underlying
Shares as recorded in the register required to be kept by the Company
pursuant to Section 336 of the SFO or which would fall to be disclosed to the
Company and the Stock Exchange under the provisions of Divisions 2 and 3 of
Part XV of the SFO, or were, directly or indirectly, interested or deemed to be
interested in 5% or more of any class of share capital carrying rights to vote in
all circumstances at general meetings of any member of the Group:
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FTERRVEDR
RARBEAESAAN R-FT_AF+—
A=+—8 " TIAL(ERBAEERES
TR BRRSMN R B S AR BRI AP A RO
BN AR ARARRE 75 K AR 558 336 1547
EAFEMELMOERIORE - HIRIEE
7 REAE DI XV 2B 2 M 3 D RBHO MR TER
AART MR R ENRESRE - RE
BRI R SN AT AME
SR TEAEEEMKE RRNRRAE
ERFREAIIRAIAAN 5% KA L ROMER

Capacity/ Number of Shares/

Name Nature of interest underlying Shares Percentage

nE,/ a8 513 REmitE B 17, AEEARR B ALt

Start Great Holdings Limited Beneficial owner 2,513,178,555 (L) 29.99% (L)
BalEEA

China Mengniu Dairy Company Limited Interest of a controlled corporation 2,513,178,555 (L) 29.99% (L)

PRSI EBRAF R HEE R

China Modern Dairy Holdings Ltd. Beneficial owner 2,194,142,512 (L) 26.18% (L)

PR RHCEERER AT E=mHAA

Nong You Co,, Ltd. Beneficial owner 1,301,651,000 (L) 15.53% (L)
BalEE A

Beijing Zhi Nong Investment Co., Ltd. Interest of a controlled corporation 1,301,651,000 (L) 15.53% (L)

IRERREFRAEMELRF ZirHEE R

Shao Genhuo Interest of a controlled corporation 1,301,651,000 (L) 15.53% (L)

BRiRRE XirHEEER

Greenbelt Global Limited Beneficial owner 536,097,305 (L) 6.40% (L)
EmHEA

BPEA Private Equity Fund V, L.P. Interest of a controlled corporation 536,097,305 (L) 6.40% (L)
SRk

BPEA Private Equity GP V, L.P. Interest of a controlled corporation 536,097,305 (L) 6.40% (L)
XirHEEER

BPEA Private Equity GP V Limited Interest of a controlled corporation 536,097,305 (L) 6.40% (L)
SrsEmiEs

BPEA EQT Holdings AB Interest of a controlled corporation 536,097,305 (L) 6.40% (L)
ZiEHEE R

EQT AB Interest of a controlled corporation 536,097,305 (L) 6.40% (L)
RirHEEER

Notes: B

(1) Based on 8,381,295,229 Shares in issue as at 31 December 2025.

(2) (L) Indicates a long position.

(3) Start Great Holdings Limited is the subsidiary of China Mengniu.

(1) ERZZTEZRAF+_A=+—HBEETH

8,381,295,229 P&P&(n °

2 (UIEFE -

(3)  Start Great Holdings Limited &M B S AF RO /&

NCIS
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(4)  On 30 October 2025, China Modern Dairy entered into (i) conditional share purchase  (4) RZ-ZE-_AF+A=+H HEBRKEST

agreements to acquire a total of 107,200,000 shares of the Company and (i) a voting Y BEGEGERGE BWBAARA R
rights agreement under which China Modern Dairy was irrevocably granted proxy to 107,200,000 B% AR 15 + R (i) 2= R #E 13 o - 1R
exercise voting rights in respect of 2,086,942,512 shares of the Company held by Start It - RBIIR AR FEIE Start Great T AKX
Great Holdings Limited. Please refer to the Rule 3.5 Announcement for further details. FRIBHRE - ITHEEFTFA AT 2,086,942,512

AR FRIRAE - FHERFSBIMAIBERE -

(5) Greenbelt Global Limited is held as to approximately 99.35% by BPEA Private Equity (5) Greenbelt Global Limited F BPEA Private Equity

Fund V, L.P. BPEA Private Equity GP V, L.P., is the general partner of BPEA Private Equity FundV, L.P.¥ B #)99.35% ) A% 5 ° BPEA
Fund V, L.P. BPEA EQT Holdings AB is the sole shareholder of BPEA Private Equity GP V Private Equity GP V, L.P. /3 BPEA Private Equity
Limited, which is also the general partner of BPEA Private Equity GP V, L.P. BPEA EQT FundV, LP.H)E @A % A + MBPEA Private
Holdings AB is wholly owned by EQT AB, which is listed on Nasdaqg Stockholm. Equity GP V Limited JR& BPEA Private Equity

GPV, LP.HE WA A  BPEA EQT Holdings
AB % BPEA Private Equity GP V Limited A —
%8 > BPEA EQT Holdings AB HI7E#% Hf iz 7o Ht
EETME LM EQT ABZEHA ©

Interests of the Substantial Shareholder of TEBEAKE AT (K
any Member of the Group (Other than the DREIBRIN) T ERRAVE

Company) f

Percentage
Name Name of member company of interest
HE 1A BB R E R &R EmBEDE
WU Jianye Bayannur Shengmu Pangu Farming Co., Ltd. 45.00%
Ryl EEEmmENREREAREMELA
Inner Mongolia University Aodu Assets Inner Mongolia IMU-Shengmu High-tech Dairy Co., Ltd. 30.00%

Management Limited

AEEABENEEELEREAAT AR ENAERE LR AR

Save as set out above, our Directors are not aware of any person (not being a & FXFTEESN - RPN E ST BRI
Director or chief executive of our Company) who, as at 31 December 2025, was AT (ARAFEEFHESTHRABRIN R
interested, directly or indirectly, in 10% or more of any class of share capital Z-_RAF+-A=+—H  BEXEEEE
carrying rights to vote in all circumstances at general meetings of any member M # R AIEFT A BN TR AE BT B
of our Group (other than our Company) or any options in respect of such capital. A BIRIARE A E IR ZERER AR A 10%

kA bR sk B B X T AN (R BB AR -

Share Award Scheme % 1 88 B 5t 2

The Company adopted the Share Award Scheme with effect from 19 April 2022 ARG DHRMB D EEEE G- ==
(“Adoption Date’). Pursuant to the Share Award Scheme, the ordinary shares PO A+ B ([$R4 BH ) 2 A - BIEAXD
in the issued share capital of the Company (the “Shares’) to be awarded under  ZEEITE] - PP EEN T EIE TR EH AR
the Share Award Scheme (the"Award Shares”) will be comprised of Shares & 23 TAR AR B E @AY ([ AR ) (8B AR
purchased by a professional trustee appointed by the Company (“Trustee”) on  13]) " SHEARAZEMNEEITEA(ZHE
the market. ADRTE LB EBNRGOEK -
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OBJECTIVE OF THE SHARE AWARD SCHEME

The purposes of the Share Award Scheme are to recognise the contributions
by certain employees of the Group and to provide them with incentives in
order to (i) improve the corporate governance structure to achieve sustainable
development of the Company; (ii) attract, retain and motivate outstanding
talents and build a common interest among shareholders, the Company and
employees; (iii) fully motivate the core employees and continue to stimulate
high-quality growth of the team performance; and (iv) attract external talents
for the Company. Eligible participants under the Share Award Scheme
comprise employees in specified positions in any member company of the
Group.

MAXIMUM ENTITLEMENT OF ANY INDIVIDUAL PARTICIPANT UNDER
THE SHARE AWARD SCHEME

Under the Share Award Scheme, the number of the Award Shares vested and
to be vested in respect of the Award Share(s) granted to each participant for
the 12-month period up to and including the date of grant of the last Award
Share to such participant shall be no more than 1% of the number of issued
shares of the Company from time to time.

DURATION

Subject to any early termination as may be determined by the Board or any
persons authorised by the Board with powers to administer the Share Award
Scheme under the rules of the Share Award Scheme (the “Share Award
Authorised Representatives”) pursuant to the rules of the Share Award
Scheme, the Share Award Scheme shall be effective from the Adoption Date
and shall remain in full force and effect for a period of 10 years from the
Adoption Date. The remaining life of the Share Award Scheme is approximately
6 years.

ADMINISTRATION

The Share Award Scheme shall be subject to the administration of the Share
Award Authorised Representatives and the Trustee in accordance with the
rules of the Share Award Scheme and the trust deed between the Company
and the Trustee in relation to the Share Award Scheme (the "Trust Deed").
The decision of the Share Award Authorised Representatives with respect to
the interpretation of the Share Award Scheme and any dispute relating to the
conditional entitlement to acquire Shares pursuant to the rules of the Share
Award Scheme and the grant letter issued thereunder (the "Award”) or the
Share Award Scheme shall be final and binding. The Trustee shall hold the
trust fund in accordance with the terms of the Trust Deed.
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SCHEME OPERATION
SOURCE OF THE SHARES TO SATISFY ANY VESTED AWARDS

The Trust is required to purchase the existing shares on the Stock Exchange at
the prevailing market price or at a price set by the Board with the contributed
amount received in accordance with the terms of the Trust Deed. The Shares so
purchased shall constitute the Award to be granted to the eligible participants
under the Share Award Scheme and the Shares are to be held by the Trustee
for the benefit of the eligible participants under the Share Award Scheme
under the Trust on and subject to the terms and conditions of the Share
Award Scheme and the Trust Deed. The Trustee held 58,269,527 shares of the
Company that had not been vested (or had not been granted) under the Share
Award Scheme (representing approximately 0.70% of the total issued shares of

the Company) as at the date of this annual report.

GRANT OF AWARD SHARES

During the year, the trustee of the Share Award Scheme did not purchase any

of the Company's ordinary shares on the open market (2024: Nil).

VESTING OF AWARDS

Subject to the terms and condition of the Share Award Scheme and the
fulfillment of all vesting conditions to the vesting of Award Shares on such
eligible participants under the Share Award Scheme as specified in the
Share Award Scheme and the grant letter, within 120 days of the Share
Award Authorised Representatives completing the calculation of the vesting
percentage for a particular Award, the Company will arrange for the issuance
or transfer to the eligible participants under the Share Award Scheme (after
deduction of any applicable taxes, social security contributions and other
levies) such number of Shares in respect of which Award has vested. The
relevant number of Shares will be determined in accordance with the basis set
out in the grant letter. The grantee is not required to pay any purchase price

upon vesting of Award Shares.

During the year, the Board did not grant any Award Share or cash award under
the Share Award Scheme (2024: nil). As at the date of this annual report, the
number of the Share Awards that have not yet vested under the Share Award
Scheme is 42,337,500 Shares, representing approximately 0.51% of the total
issued Shares. None of the grantees has been granted, or is to be granted,
share options or award shares in excess of the 1% individual limit under the
Listing Rules and the Share Award Scheme.

CHINA SHENGMU ORGANIC MILK LIMITED A BREHRA I ZEER A A

BE G
R EAERBRBNRD IR

EREEARERNMSERNZESTSMHE
E W ER AR BE TR AR R & R B
R FEERERND o ULiEE H D &
BRE TR REFENAER2EENE
B - % B0 S B A AR AR () 2R T
8| RASFER MM GRFR B AR 1 AR A0 22 B =T &)
MEERSRER/IDBAMBE - BEAF
HAEH - ZFEAFAARRARERD BT
B AR B (AR ) R {D 58,269,527
B (BMEARRRIEBRITIROD BEH 0.70%) °

B HEERS
FR - BRHERFENITARTERAETS
BEARNAERKR(ZZ T : &) -

REWNERS

ARG REN T B IE TR BAEH - LARFF
EIRMRENFEI R T R ENE B G, 52
B ENAER2HBENAMERBBIFTNE
T RER G RN R AT E [R5
BORBEALLEMNI1200RA  AREHBE
PR BRSNS BB S BRI T
EREEREBMRMEE (R EAERD
B - HEREBREMEAER) - HEAN
B0 BB IR IR X T ik R BT A B A SRR
TE o AR AR RERG BB AS ERA
BEE-

FA - EFSWEBBRMDEEFEETE
A REERD SRS B (T _MF : &) -
RAFEIRBHE - R SR & MR F B
HEEENAR (D 8RB /& 42,337,500 B% © #(HE %
TR BEW0.51% - BEARADEE R
IR R AR I SR BN AR (5 - B ETAR A
& SZENETBITE T 1% A APREE ©



CASH EQUIVALENTS

In case of any restrictions under the Listing Rules (including the Model Code),
any securities trading rules, applicable laws, regulations or statutes in any
relevant jurisdictions applicable to the Company, or if the Share Award
Authorised Representatives so decide in their absolute discretion, any vested
Awards may be satisfied in cash by: (i) an equivalent cash payment to the
eligible participants under the Share Award Scheme; or (ii) the Company
procuring the disposal of an equivalent number of Shares attributable to the
vested Awards and the transfer of such sale proceeds in cash to the eligible
participants under the Share Award Scheme, in each case, subject to the terms
and conditions of the Share Award Scheme.

VOTING RIGHTS

Unless otherwise specified in the Share Award Scheme or the grant letter, an
eligible participants under the Share Award Scheme is not entitled to exercise
voting rights, receive dividends or dividend equivalents, and will not have any
other rights of a shareholder until the Shares are issued or transferred to him
or her. The Trustee shall not exercise any voting rights in respect of the Shares
held under the trust constituted by the Trust Deed.

TERMINATION

The Share Award Scheme shall terminate on the tenth anniversary of the
Adoption Date or such earlier date as determined by the Share Award
Authorised Representatives’ sole discretion. No further Award Shares shall be
granted after the termination of the Share Award Scheme but such termination
shall not affect any Award Shares previously granted.

Report of the Directors

EEEHE

RE%EY

W EMRRA(RERETR) - EAESFRS
MA BRRARRNEMNBRERDEEER
HERER - ROIBOERBEARS] - Sk
DERBBEERRZENBERE  EACEE
BEAEBA T I RARE A ¢ (1) WA
RETENAERSEENHETNRSE
(i ARAMEREED BB RBHNESH
BeRty - XAS AR ERMEFUANRSE
ERNEBAENSERSEE  £EBER
T AR & B R ET 8RO GRR B g AF

RIRFE

BROEBRD BB A BS R TETRBARE &
Al B REE BN A RS EE EETTR
FORE - BREWEBREHBEEFEY I
MBETREETH AT TEAEMNEMK
RIER - LFEATFRETRRLPMRILE
FE TN RB MR DT AIRRE -

ik

B fn £ Rhat N ER A B B E HEBSF A
S REEERR 2R ENRE AR
b o Bin REET IR IR - ABER L REK
7 BRELETEFELHCR LT E
BRin -

ANNUAL REPORT F[Z 3R 2025

53



Report of the Directors

EEEHE

o [l

(B0l BT Y BN ER YW EE LR
B LEH ¢l 700 A EE M W M b &5 Y20 g g 5
WA EEYHE LE LB 500 - Bk

HTH(ERUTL)TYIRESEZWE Y

UTHHEEEY Nk
H&+ - =H

o 0€ TEN ek VI L 8

o BN WL - BB E
LHERYETYHN Y B LT HYTH LD

o B BRI T K2 u Y EhH (R O - MBS
o WG TMHIL002 4L T Y - MEF R
o W[HRE YWY 00G'LES'SL - BUHE S uE

o N o F A (8 8 BH (2
U EHEGUNEE - B E B0 O W E S

urg

=1

BB Y EHE T YA

BRI e O sis s 2 Lad

(1)
=1

B —BpEREzm Y

‘(s)1eyep Joy 1oday 1enuuy £z0g s, Auedwo) ay) 0] Jajad asesld) 1uoday |enuuy 0z a8yl Ul pasoldsip Se ‘yzQz Jaquiadeq
L€ }e SE Pa)SaA }ak Jou pey 1By} SPIEME 91BYS JO JaqWINU 8y} WO} SI8Ip GZ0Z AJENUel | 1B SB pa)saA 194 Jou pey jey} SpJeme aleys jo

Jagwinu ay} ‘Jeak snoirald 8y} JO 850U} WO Jay4Ip Jeak 1BIdUBUl JUSIIND 8Y} o) (S1032841p Buipnioxa) sjenpialpul pred 3saybiy 1noj ayi sy (L)
'PaJapISU0 8¢ 0} SBM PUBPIAIP ON 'Sajep

Juedb aA1}0adsal 8y} e saJeys s Auedwo) ay} 4o sao1ud }9yJeW By} U0 PAsSe] Paje|ndjed sem pajuelB SaleysS pPapJemMe ayj Jo anjeA Jiej ay| (9)

‘'sSplemy adeys auj jo saajuedb ayy Aq a)geded sem ao1ud aseyaand ou ‘poruad Buipdodad ayy bulung ()

‘pasde] alam pieme ysed 00z'v4 L gy ‘poldad Bupuodaa ayy buling ()

‘pasde) alam spiemy aJ1eys 00§ L€6'G | ‘poldad Bundodad ayy buling (€)

‘}9yJeW 8y} woly saleys s Auedwio)
9y} JO uoIyISINboe By} Jo 1500 1eD1I0)SIY abeJaAe By} 0} Suajad pollad By} BuliNp PaysaA ey} spJeme aleys jo saolud aseyaind abessne ay) )

‘dnoJg ay) Jo Moy} ysed aaly pue ‘Auedwo)
83U} JO SJBUMO 0} 81geingld}ie Jjo4d 1enuue 8y} UO paseq Ajulew aJe pajuelh spieme aleys paldldisal ayi 0} payoeype syablie) soueuldoyiad sy (1)

:S910N

'SJUBWIAIL)S 1BIDUBULY AU} 0} OE SJON 8y} Ul N0 13S 0S| 8 8WaYIS pIemy aJeys ay} Jo S|ie1ap Jayiin

£
1S WsLeETr (L) (00518851 (e6E) Oootels) - - 78601 000'990'SE! Jelo]
L1 8810 5E0 9e0¢10C Ge0erniel 179 004899'47 (741) (004'1£801) (916°¢) (000'896'41) - - 171 000'8059¢ 1e0e/9/61 EE D
£410 G0 7560 AT - - - - - ooweze) - - - WOMETE 0L saafojdwa Jaip
(£298Y)
5T Vi E
(su0y3811] Buipnjoxa)
&0 810 7560 Qs sousl %l 000476 - (ooosoze) (9811} oogsy) - - UgT 000%Ssl  wz0u/isl  @veBabe ulsienppul ped
£410 G20 7560 AT - - - - - (009650 - - - 000980, €200/IIL 15ayfiy oy
N 8810 7560 woumie Soulel 069 000'%6£ - (000Ss8l)  (169) oowse) - - 1861 00076400 12018 T%%-58
£410 5260 7560 AT - - - - - ooeszs) - - - 000'682'9 £200/9/12 Buemelr 9NYHZ - w21
(L8) (L&) (L8) (LE5Y) (LLg3Y) (LLg3Y) (LLgdY) (L4gY)
(SXH) (SYH) (SYH) (000.8mY) (000.8Wy) (000.8Wy) (000.8Wy) (000.8WY)
%08 HY. %04 2
%08 pu0d3g %0 1514
Y W BxTH EXO4 nEETE  oEEOY  EETH BX0H [ Pt o BEOY
K¥/HEE K¥/HEd gEd ggn £80 L83
yeq Ag yjeq Aq SpleMyyse)  spiemyaleys , pasde) o pasde) pajsap pajsap pajuesg 1 PajueIg
[pa]jaaue) /pa)j3aue) SPJEMY USe)  SpJemy ieyS  Spiemyuyse)  SpIemyaleys
SpJEMY Use)  spJemy aJeys
| N (VREgd BHESEROY EEEA ETHIEHUHG003E ExTH BN HHTY e AL
GLEWG  EEELE  ME) HIEHTL 50024 Eay FEEE
EEHEE 8% o SEHEE HIHL BLH
b ] LA o0 HS00
ajeq bunsap  Juedgjo (porsad ay) SpJemy a.eys jo ajeq Bunsap 6707 Jaquiadaq | ¢ Je se 6207 Joquaaq | ¢ papus Jeak ay} buing 6207 6207 Jueuq Jo ajeq as)uelq Jo awey/adA|
3y Jojog ajegayiaiojeg  buLinp pajsan) pajsanuf fuenuer | fienuer |
fojeipawiuy Rajeipawu) 1 SPIBMY jese e se
algBuiso) g Buisoy)  aueys joadug pajsanun pajsanup
abesany aseyaungd SpJEMY yse)  spJemy aueys
pawybiap abesany
EEHEZFYDHE Y dV3IA IHL ONIINA SAYVMY FUVHS 40 LNIWIAOW

5

S

7

EHARNEER

CHINA SHENGMU ORGANIC MILK LIMITED H

54



Each of the grantees under the Share Award Scheme is required to comply
with the rules of the Share Award Scheme, and vesting of the Award Shares is
subject to the fulfilment of vesting conditions as specified in the Share Award
Scheme and the relevant grant letter. Subject to satisfaction of the vesting
conditions, generally, fifty percent of the Award Shares shall vest on the first
anniversary of the date of grant and the remaining fifty percent shall vest on

the second anniversary of the date of grant.

The Award Shares granted are subject to the terms and conditions of the
scheme and the fulfillment of all vesting conditions to the vesting of the Award
Shares imposed on such selected participant as specified in the rules of the
scheme and the grant notice. The performance goals in the vesting conditions
are determined by the Board of Directors based on factors including certain
non-market performance and service conditions of the Group. The performance
indicators involved include the net profit attributable to the parent company,
free cash flow, the milk yield per milkable cow, the cost of sales per kilogram
of milk, etc.

For details of the Share Award Scheme, please refer to the Company's
announcement dated 19 April 2024 and note 30 to the consolidated financial
statements.

Equity-Linked Agreements

Save as disclosed in section headed "Share Award Scheme” of this annual
report, during the year ended 31 December 2025, the Company has not entered
into any equity-linked agreement (as defined in section é of the Companies
(Directors’ Report) Regulation (Chapter 622D of the Laws of Hong Kong)).

Transaction, Arrangement or Contract of
Significance with Directors and Controlling
Shareholders

Save as the related party disclosures set out in note 35 to the financial
statements and as disclosed in the section headed “Continuing Connected
Transactions” below, no transaction, arrangement or contract of significance in
relation to the Group's business to which the Company or any of its subsidiaries
was a party and in which a Director, an entity connected with a Director or
a controlling shareholder of the Company had a material interest, whether
directly or indirectly, subsisted for the year ended 31 December 2025.
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Continuing Connected Transactions

The Company's continuing connected transactions during the year of 2025 are

as follows:

“ECRFE - ARRNBERER SIS
WZHT:

2026 RAW FRESH MILK SUPPLY FRAMEWORK AGREEMENT

On 17 November 2022, Shengmu High-tech (for itself and on behalf of its
subsidiaries) and Inner Mongolia Mengniu Dairy (Group) Company Limited
(NEEHEFIAZEEE)BMAER AT ("Inner Mongolia Mengniu”)
(for itself and on behalf of its subsidiaries) entered into a framework
agreement in relation to the purchase of raw fresh milk by Inner
Mongolia Mengniu and its subsidiaries from time to time (“China Mengniu
Group”) from the Group for a three-year term from 1 January 2023
to 31 December 2025 (the "2023 Raw Fresh Milk Supply Framework
Agreement”).

Shengmu High-tech (for itself and on behalf of its subsidiaries) and Inner
Mongolia Mengniu (for itself and on behalf of its subsidiaries) entered into
a raw fresh milk supply framework agreement (the “2026 Raw Fresh
Milk Supply Framework Agreement”) on 24 November 2025 to (i) renew
the 2023 Raw Fresh Milk Supply Framework Agreement for a term of
period commencing 1 January 2026 and ending on 31 December 2028;

and (ii) set annual caps for the years ending 31 December 2026, 2027

RO RFARHEERTG R

RZZB-_—_F+—A+TtR E¥HS
RBEARFRRKREWMBAR)ER
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(TAEHEERFD(REAFRRAKRE
MERRDRARERFTREHE AR
(THBEZRFTER ) AR EERE
AR SRR =FmERIHE
ERWZE A —_FT_=F—HA—HE
ECECRFtT_A=t+—RHLEI=
T FARIHEBERGE]

EHER(BELRG RARENEBLR
ADEARERF(REAFERRE
MEARDR-_Z-_RF+—A=+K
BRIVAMIMHEERBZ(=F
TARFAMIMEBERBRE]) - A

()Lﬁqu_iiﬁ;u FEAEZR Tﬁz’a
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and 2028. :E_J\EJr A=+—H1: Kl
BEHZE ZRE-ZEZLEFR
_7_)\¢+ A=1T—HILFEHN
FEER-
Date: 24 November 2025
HE - “E-RF+—AZ+WMH
Parties: (1) Shengmu High-tech (for itself and on behalf of its subsidiaries); and
(2)  Inner Mongolia Mengniu (for itself and on behalf of its subsidiaries)
BEREE (1) EHER(REAFERKREMEBLRF) &
2) ARERF(REAFERKREMELG)
Listing Rules As at the date of the 2026 Raw Fresh Milk Supply Framework Agreement, Shengmu High-tech
Implications: was an indirect wholly-owned subsidiary of the Company and Inner Mongolia Mengniu was a

EHRANEE

wholly-owned subsidiary of China Mengniu. China Mengniu held 100% equity interest in Start
Great Holdings Limited ("Start Great”), which in turn held approximately 29.99% equity interest in
the Company. Accordingly, each of Start Great, China Mengniu and Inner Mongolia Mengniu was a
connected person of the Company.

R RNFAEHIHEERBZF LB ERERIARRARNBEEL2EWNBERR - A
SHEERFUATRRFENEZEN B AR o FREKFHEA Start Great Holdings Limited ([ Start
Great|) 100% BYRXHE - 1 Start Great AFFE AR FK)29.99% BALHE - UL - Start Great
PEEFIATEEFERAARINEEAL -
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Duration:

HARR -

Principal Terms:

Report of the Directors
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1 January 2026 to 31 December 2028
R RF-ABEE_Z-)\Ft+-_A=1+—H

The Group shall sell raw fresh milk which meets China Mengniu Group's purchasing standard
and quality requirements to China Mengniu Group on a daily basis in accordance with the
monthly milk supply plan to be agreed between the Group and China Mengniu Group, and the
Group shall ensure that on average more than 80% of the raw fresh milk it produces in each year
will be sold to China Mengniu Group. The specific amount to be purchased shall be the amount
as confirmed by the Group and China Mengniu Group. The daily delivery amount is determined by
the amount as weighted by China Mengniu Group.

T BN AEESRBETEARITEERENET AT NHEFSERATEIFIEELENTSHEKE
SENEEERMNEHT  BEASEHEARTESFRATERFEELERLEERN80% A L
AT  c BENARASRAAKERFTRRFSEMETCHEE - SARXNBEUTEH
SHEBEFBESERE -

Pricing: The purchase price of raw fresh milk was determined based on market conditions, seasonal
factors and sales price of raw fresh milk in the region and adjusted based on the quality and
rating of raw fresh milk by taking into account various milk quality indicators as well as the
logistics subsidy as agreed between Shengmu High-tech and Inner Mongolia Mengniu. The
quality of milk supplied by the Group shall meet China Mengniu Group's purchasing standard and
quality requirements. The Group shall ensure that on average more than 80% of the raw fresh
milk it produces in each year will be sold to China Mengniu Group. The unit price of raw fresh
milk, which comprises the relevant base price and the relevant adjustments, shall be determined
on a monthly basis.

E1E EHINBEBRETL  FTHMRZRMELHIHEERET ERNEHINORERS
ACETHAE  TERZHRFSNEERFURERSREAT LT 2 HRENDRMEEL o &
SEAMEERFNCEERERETRERFRENRKBELEREEE R - AEEERRTHEF
MAESRFERELEEFENS0% A LM ERET - AEINEE(RSEAEEERKIEHA
RE)EIRARTE -

Annual Cap: For the year ended/ending:

Cap: 31 December 2026: RMB3,500.0 million
Cap: 31 December 2027: RMB4,000.0 million
Cap: 31 December 2028: RMB4,500.0 million

FEER: HETHHLEFE
PR ZZFZRF+ZA=+—H : AR%350008&T
FR: ZFE_+F+-_A=+—H: AR¥40000B88T
FR: ZZENF+HZA=+—H: AR¥450008&7T

Details of the 2026 Raw Fresh Milk Supply Framework Agreement are =& — NFA B FHEEERBZOFBSEHD

set out in the announcement of the Company dated 24 November 2025 ZARARBEH AT -_AF+—A-+HAEHN

and the circular of the Company dated 12 December 2025.

NERAARBHA-ZE-_RAF+-A+=
B HYEEK ©
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2023 RAW FRESH MILK SUPPLY FRAMEWORK AGREEMENT 2. TEC=-FAHIHEERGE

On 17 November 2022, Shengmu High-tech (for itself and on behalf of its
subsidiaries) and Inner Mongolia Mengniu (for itself and on behalf of its

subsidiaries) entered into the 2023 Raw Fresh Milk Supply Framework

Agreement.

Date:
HE] -

Parties:

BESIE

Listing Rules

Implications:

LR AR R

Duration:

HARR -

Principal Terms:

RZZZZF+—A+t8 BHKE
HAEAGRREEMBEAR])ER
SHEF(BEAFRREZEWEAR
BRI —E - F A A HEIERY

5
EES
B

17 November 2022
- F+—A++H

(i) Shengmu High-tech (for itself and on behalf of its subsidiaries); and

(i) Inner Mongolia Mengniu (for itself and on behalf of its subsidiaries)

(i) EHESHHRERFERKAWBLRA) &

(il ARERF(BEERFEAKREMBLAR)

As at the date of the 2023 Raw Fresh Milk Supply Framework Agreement, as China Mengniu held
approximately 29.99% equity interest in the Company through Start Great (which was a wholly-
owned subsidiary of China Mengniu), China Mengniu was a connected person of the Company.
Inner Mongolia Mengniu was a non-wholly owned subsidiary of China Mengniu, and therefore an
associate of China Mengniu and also a connected person of the Company.

RO =F4AHAHEERGERD AR PETLEBStart Great (RTEARFNHEE
MEBARDFARRGFIL29.99% HIkHE - PESFREARFANMEEAL - ARERFRPE
SHNETENBRF  MRTERFNBMEA  TAARBINBEAL -

1 January 2023 to 31 December 2025
- =Ff—-A-BEZT-_AF+-A=+—H

The Group shall sell raw fresh milk which meets Inner Mongolia Mengniu's purchasing standard
and quality requirements to Inner Mongolia Mengniu on a daily basis in accordance with the
monthly milk supply plan to be agreed between the Group and Inner Mongolia Mengniu, and the
Group shall ensure that on average more than 80% of the raw fresh milk it produces in each year
will be sold to Inner Mongolia Mengniu. The specific amount to be purchased shall be the amount
as confirmed by the Group and Inner Mongolia Mengniu. The daily delivery amount is determined
by the weight as weighted by Inner Mongolia Mengniu.
FEBBRBEANREZFHENEGAFDHENE - SERAOARLHRFHERSARKBR
ENBEEERNEHT  BASERERTHEFRAARERFHEREERN80% A LE
B BENARUERERAEEARATERIEENHEE - FAXNBEEUATHRS
FIBEERE -

CHINA SHENGMU ORGANIC MILK LIMITED A BREHRA I ZEER A A



Pricing:

Annual Cap:

FELR:

Details of the 2023 Raw Fresh Milk Supply Framework Agreement are
set out in the announcement of the Company dated 17 November 2022
and the circular of the Company dated 11 December 2022.

The parties subsequently entered into the 2026 Raw Fresh Milk Supply

Framework Agreement on 24 November 2025, as set out above.

Report of the Directors

EEEHE

The purchase price of raw fresh milk was determined in accordance with market conditions,
seasonal factors and sales price of raw fresh milk in the region and adjusted based on the
quality and rating of raw fresh milk by taking into account various milk quality indicators as well
as the logistics subsidy as agreed between Shengmu High-tech and Inner Mongolia Mengniu.
The final purchase price of raw fresh milk varies in accordance with the quality grade as agreed
between Shengmu High-tech and Inner Mongolia Mengniu. The quality of milk supplied by the
Group shall comply with the standards set by the government and the requirements of Inner
Mongolia Mengniu. The Group shall ensure that on average more than 80% of the raw fresh milk
it produces in each year will be sold to Inner Mongolia Mengniu. During the contract period, if
the rating of the quality grade of the raw fresh milk from the Group changes, the purchase price
shall be adjusted based on the latest rating.

AHIONBEBRETN  FHEMEZRIOEBEESIHEERET  EXNEHIIOMERS
AGETTHRE  TZEBREFTNESREFEURERSHEARERF 2RBENRME o &
ERRMEATHRFHTE  EHACKKREBEBRESSRAMAMTR - REBEPTHES
NEBEANMABNHEZRERARERFZEK - AEBBBRTIESFRNARERS
HEEAERBI% A FMERTL - RENHM  WAKBEAHIESERNTTEE  BE
EBRENRHTEHE

For the year ended/ending:

Cap: 31 December 2023: RMB3,400.0 million; Actual transaction amount: RMB3,226.1 million
Cap: 31 December 2024: RMB4,300.0 million; Actual transaction amount: RMB2,917.7 million
Cap: 31 December 2025: RMB5,000.0 million; Actual transaction amount: RMB2,681.6 million

BETSIBEHILFE
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BETT
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MODERN FARMING MATERIALS SUPPLY FRAMEWORK
AGREEMENT

On 24 November 2022, Shengmu High-tech (for itself and on behalf
of its subsidiaries) and Inner Mongolia Fuyuan International Industrial
(Group) Co., Limited (AR & IREBEEZ (5E) BR2AF]) ("Fuyuan
International”) (for itself and on behalf of its subsidiaries) entered into a
framework agreement in relation to the supply of materials by Fuyuan
International and its subsidiaries to the Group (the “Fuyuan International

Materials Supply Framework Agreement”).

The Fuyuan International Materials Supply Framework Agreement has
been terminated upon the Modern Farming Materials Supply Framework
Agreement (as defined below) coming into effect on 1 January 2025.

On 30 December 2024, Shengmu High-tech (for itself and on behalf of its
subsidiaries) entered into a materials supply framework agreement with
Modern Farming (Group) Co., Ltd. R ZE(EE)BRAF]) (‘Modern
Farming”) (for itself and on behalf of its subsidiaries which include
Fuyuan International and Inner Mongolia Aiyangniu Technology Co., Ltd.
(NEEHEBFRILAMR AR ("Aiyangniu Technology’) in relation to
the supply of materials by Modern Farming to the Group from 1 January
2025 to 31 December 2027 (the "Modern Farming Materials Supply
Framework Agreement”).

CHINA SHENGMU ORGANIC MILK LIMITED A BREHRA I ZEER A A
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Date:
HE]

Parties:

R

Listing Rules

Implications:

EHRANRE

Duration:

HAMR

Report of the Directors
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30 December 2024
—EC-FE+=ZA=1+H

1
2
1
2

(1) Shengmu High-tech (for itself and on behalf of its subsidiaries); and

(2)  Modern Farming (for itself and on behalf of its subsidiaries)

(1) BEHEH(RERGFEAREWMBLRR) &

2) BRUE(BEESRAREHBARF)

As at the date of the Modern Farming Materials Supply Framework Agreement, Shengmu
High-tech was an indirectly wholly-owned subsidiary of the Company, and Modern Farming
was indirectly owned as to approximately 1.64% by China Mengniu and approximately 98.36%
by China Modern Dairy, which in turn was indirectly owned as to approximately 56.36% by
China Mengniu. China Mengniu held 100% equity interest in Start Great, which in turn held
approximately 29.99% equity interest in the Company. Accordingly, each of Start Great, China
Mengniu and Modern Farming was a connected person of the Company.
RBRBEDREBERGRITI LB EHERARRGNEELEWBE AR - MERALK
FAEFRESRFBERBEO1.66%HRE - WHPBRRAHMEREREL98.36%KE - M
PRI ER BT RS HERAL56.36% MK - FEIS4FE Start Great 100% HIARX
# - iy Start Great RIFF A AR R4 29.99% RIARAE o HItt - Start Great * FEIEF RIRAHK
FUOBARBIMBEAL -

From 1 January 2025 to 31 December 2027
AR REE-_T-_+F+-A=+—H
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Principal Terms:

Modern Farming shall sell materials (including but not limited to feed, veterinary medicine,
dipping liquid for cows, and equipment, etc.) which meet the Group's purchasing standard to
Shengmu High-tech. The purchase amount shall be specified by the Group in each purchase
order to be placed with Modern Farming based on the Group's actual needs.
BRHEAMERSHHENSAEERBRENYH (RFRE RNk - 85 - 20
BNEES)  RKERARBAEENERFT RN RORRMETERET -

The purchase price of the materials to be procured under the Modern Farming Materials Supply
Framework Agreement shall be determined based on the current market price. Shengmu High-
tech will compare quotes of similar materials from at least three other independent third party
suppliers to evaluate the fairness of the relevant market price and ensure that the purchase
price of the materials to be procured under the Modern Farming Materials Supply Framework
Agreement does not exceed the quotes provided by other independent third party suppliers.

RBRABEYHERERBZMRBOHNBEEBARBRITTEETE - EHSRBLER
ZLOZFKEMBIE = HEFNAUDEERENFEEBTEN AT - BERERERRK
FYRERERDZEE THREBODHBEER TSN HEMB Y E =7 HEFPIRENR

Cap: 31 December 2025: RMB33.0 million; Actual transaction amount: RMB2.6 million

FEIFEK
Pricing:
EfE
=
Annual Cap: For the year ended/ending:
Cap: 31 December 2026: RMB33.0 million.
Cap: 31 December 2027: RMB33.0 million.
FELER : BETIRBIEFE

Details of the Modern Farming Materials Supply Framework Agreement
are set out in the announcement of the Company dated 30 December

2024.

4. 2026 DABEINONG PRODUCTS AND SERVICES SUPPLY

R 22 -RAF+-A=1+—"H8: ARK3BIEETL: ERERS5eF : AR 26HETT
R 2 RF+ZA=1+—"8: AR¥3308ET -
R ZZE-+F+-A=+—8: AR¥3Z0EET -

RREMEYRBREERBZOFBH
NARABBHA T _MNE+_A
=tBEMAE -

4, Z“EBEZAREFERILEERRERBKHE

FRAMEWORK AGREEMENT

On 15 August 2023, Shengmu High-tech (for itself and on behalf of its
subsidiaries), an indirectly wholly-owned subsidiary of the Company,
entered into an materials supply framework agreement with Dabeinong
Group (for itself and on behalf of its subsidiaries), in relation to the supply
of materials (including but not limited to feed, additives and medicines) by
Dabeinong Group to Shengmu High-tech for a term ending 31 December
2025 (the "2023 Dabeinong Group Materials Supply Framework
Agreement”).

CHINA SHENGMU ORGANIC MILK LIMITED A BREHRA I ZEER A A
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On 28 March 2024, Shengmu High-tech (for itself and on behalf of the
Company and its subsidiaries), an indirect wholly-owned subsidiary of
the Company, entered into the processing service framework agreement
with Yiyingmei Dairy Co., Ltd.* (N & m BEIEFRAF])
Dairy”), a non-wholly owned subsidiary of Dabeinong Group (2024

("Yiyingmei

Yiyingmei Processing Service Framework Agreement’), pursuant to
which Yiyingmei Dairy agreed to provide processing services in respect
of the production of milk powder for the Group from time to time during
its term, commencing on 28 March 2024 to 31 December 2026.

On 28 March 2024, Shengmu High-tech (for itself and on behalf of the
Company and its subsidiaries), an indirect wholly-owned subsidiary of the
Company, entered into the milk powder purchase framework agreement
with Yiyingmei Dairy, a non-wholly owned subsidiary of Dabeinong Group
(the "2024 Yiyingmei Milk Powder Purchase Framework Agreement’),
in relation to the purchase of milk powder by the Group from Yiyingmei
Dairy from time to time during the term of the Yiyingmei Milk Powder
Purchase Framework Agreement, commencing on 28 March 2024 to 31
December 2026.

Shengmu High-tech (for itself and on behalf of the Company and
its subsidiaries) and Yiyingmei Dairy (for itself and on behalf of its
subsidiaries) entered into a milk powder purchase framework agreement
(the "2025 Yiyingmei Dairy Milk Powder Purchase Framework
Agreement’) on 27 August 2025 in relation to the purchase of milk
powder by the Group from Yiyingmei Dairy during its term, commencing
on 28 March 2024 to 31 December 2026 to, among others: (i) terminate
the 2024 Yiyingmei Milk Powder Purchase Framework Agreement; and
(i) revise the annual caps for the years ending 31 December 2025 and 31
December 2026.

On 19 November 2025, Shengmu High-tech (for itself and on behalf of
its subsidiaries) entered into a products and services supply framework
agreement with Dabeinong Group (for itself and on behalf of its
subsidiaries, but excluding Yiyingmei Dairy and its subsidiaries) and
Yiyingmei Dairy (for itself and on behalf of its subsidiaries) (the “2026
Dabeinong Products and Services Supply Framework Agreement”) in
relation to the supply of the Dabeinong Products (as defined below) and
the provision of the Yiyingmei Processing Services (as defined below) for

a term from 1 January 2026 to 31 December 2028.
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The 2024 Yiyingmei Processing Service Framework Agreement and the ZE D FREE I T ARFSE L &
2025 Yiyingmei Dairy Milk Powder Purchase Framework Agreement have TR AR BEIAENHIREIE
been terminated upon the 2026 Dabeinong Products and Services Supply EBFHEN - NE—A— B At
Framework Agreement coming into effect on 1 January 2026. = om N AR 75 L B AE R 19 5 AR R K
=

Date: 19 November 2025
B “Z-AFt—A+TAR
Parties: (1) Shengmu High-tech (for itself and on behalf of its subsidiaries);

(2)  Dabeinong Group (for itself and on behalf of its subsidiaries, but excluding Yiyingmei Dairy

and its subsidiaries); and

(3)  Yiyingmei Dairy (for itself and on behalf of its subsidiaries)
HEVIE (1) EHESEHAERFERKEWBLA)

(2) RUEBREB(AEAGFERREMBAR  ETEEREXIERAMBLAR) &

(3) mEXIARX(REAFEAKREWBLR)
Listing Rules As at the date of the 2026 Dabeinong Products and Services Supply Framework Agreement,

implications: Mr. Shao Genhuo held 22.73% equity interests in, and is the de facto controller of, Dabeinong

EARANEE

Duration:

HARR

Principal Terms:

R
i

TE

RIK -

Group. Accordingly, Dabeinong Group is an associate of Mr. Shao. Mr. Shao also holds the entire
equity interest in Beijing Zhi Nong Investment Co., Ltd. Jt RE 2R EBR EE A 7)) ("Beijing
Zhi Nong"), which in turn holds the entire equity interest in Nong You Co., Ltd. ("Nong You"), a
substantial shareholder of the Company (holding approximately 15.53% of the total number of
issued shares of the Company). Yiyingmei Dairy is a non-wholly owned subsidiary of Dabeinong
Group. Accordingly, each of Mr. Shao, Dabeinong Group and Yiyingmei Dairy is a connected
person of the Company.

RIZBZRFARUEEEMMRGHEERBZERS  BERBEERBRILEEE22.73% K
- URAIEREENERIZERIA - Bt - KIEREEREENBEAL - BBEETFHE
ERERREFRBEEAR(TIERER )2 MEE MRS RFAERRFEERER Nong
You B tn B BR A&l ([Nong Youl) 2 ZRA%#E * Nong YoutF A A RI#)15.53% B 1T D42
H o mBRIAZEAKNILREBITEWBAR - Btk - AB%4E - RKIELEREERGEBEIED
RANTNBEAL -

From 1 January 2026 to 31 December 2028
TE-XE-A-BE-_Z-)N\E+-_A=+—8

Dabeinong Group and Yiyingmei Dairy shall sell to the Company products which meet the
purchasing standards of the Company, including the procurement of products (including but not
limited to feed, additives, medicines, rice, eggs, seafood products and milk powder) (collectively,
the "Dabeinong Products”) from Dabeinong Group and Yiyingmei Dairy for supply to the Group.

In addition, Yiyingmei Dairy shall provide processing services in respect of the production of milk
powder for the Group from time to time (the "Yiyingmei Processing Services”).
AUEREERFEEIEFEMARFHERSARRKBEREENER  BERARIEEEER
REEIAFERBER(BRBEETRNEE  FME - ZH XK BE - BHERLDY)
(I RKLEREM])  UAHETAREHE -

AN - BRI ER T AASERENHEENMTRS ([EBEMIRB D -
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Pricing: The prices of the Dabeinong Products purchased by the Company from Dabeinong Group and
Yiyingmei Dairy shall be based on the prevailing market price at the time of the submission of
the relevant purchase order by the Company to Dabeinong Group and/or Yiyingmei Dairy. Each of
Dabeinong Group and Yiyingmei Dairy undertakes to sell the Dabeinong Products at a price which
is no higher than the market price of similar products (in similar form) in the same period. For
the purpose of determining the prevailing market price, the Company shall request quotations
from at least two independent third-party suppliers (excluding Dabeinong Group and Yiyingmei
Dairy).

The processing fee for the Yiyingmei Processing Services borne by the Group under the 2026
Dabeinong Products and Services Supply Framework Agreement will be negotiated on an arm'’s
length basis and determined in the ordinary course of business on normal commercial terms.
The processing fee shall be determined on a cost plus basis with reference to cost analysis,
market research, quality requirements and profit margin setting, etc. Yiyingmei Dairy will also
supply the packaging for the milk powder products, the cost of which will be borne by the
Company.

EfE - ARBAALREERFLBEIERBOAILRER - HERENRARAALRER K/
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Annual Cap: For the year ended/ending:

Cap: 31 December 2026:
Dabeinong Products: RMB415.0 million
Yiyingmei Processing Services: RMB17.0 million

Cap: 31 December 2027:
Dabeinong Products: RMB430.0 million
Yiyingmei Processing Services: RMB11.0 million

Cap: 31 December 2028:
Dabeinong Products: RMB445.0 million
Yiyingmei Processing Services: RMB11.0 million

FELR: BHETSIEHIEFE

R ZEBE=REF+-A=1+—8":
AtEESR : AREELI5.08ET
mBENTRE : ARE17.088T

R 2 -+F+=-A=+—8":
AERER AR L300BET
mBENTRE : ARENMBET

R 22N NF+ZA=+—8":
AEREMR : AR LS5 0BET
HBRENTRE : ARENMIBET

Details of the 2026 Dabeinong Products and Services Supply Framework ZEZREXRILRE® KRG EE
Agreement are set out in the announcement of the Company dated 19 P A 0= L A NN = Bt - s
November 2025 and the circular of the Company dated 12 December 2025. “HF+—ATNLERNRERBEA

ZECRFTZATZAMEK -
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2023 DABEINONG GROUP MATERIALS SUPPLY FRAMEWORK
AGREEMENT

On 30 December 2020, Shengmu High-tech entered into a materials
supply framework agreement in relation to the purchase of feed,
additives and medicines from Dabeinong Group for a term of period
commencing 1 January 2021 to 31 December 2023 (the “Original 2021
Framework Agreement”).

On 28 March 2022, Shengmu High-tech and Dabeinong Group entered
into a materials supply framework agreement (the "2022 Dabeinong
Group Materials Supply Framework Agreement”) to (i) terminate the
Original 2021 Framework Agreement; (ii) extend the term commencing
28 March 2022 and ending on 31 December 2024, (iii) revise the annual
caps for the years ended 31 December 2022 and 2023; and (iv) set annual

cap for the year ending 31 December 2024.

On 15 August 2023, Shengmu High-tech (for itself and on behalf of its
subsidiaries) entered into the 2023 Dabeinong Group Materials Supply
Framework Agreement with Dabeinong Group (for itself and on behalf
of its subsidiaries) to (i) terminate the 2022 Dabeinong Group Materials
Supply Framework Agreement; (i) renew the 2022 Dabeinong Group
Materials Supply Framework Agreement for a term ending 31 December
2025; (iii) revise the annual caps for the two years ending 31 December
2023 and 2024; and (iv) set an annual cap for the year ending 31
December 2025.

5.

TR =FRIEEEEYRGE
REZR b

ZEZEF+ZR=TH BEHai
I —EHABBRALEEBHES
BE RN K S5 an B9 Y R FEAE 2R 1
% HRHm-_ZE-_—F—HA—H#£E
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—FAERGZE]) -

ZEZZF=A=Z+NB BHaH
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((ZB-—ERLEEEYREEE
gl NORIER-T - —F1E
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=f+—HL (iNVBFTHE_E ==
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EHNFEELR: RiVEEEHZE
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Date: 15 August 2023
B - —E-=FNATHA
Parties: (1) Shengmu High-tech (for itself and on behalf of its subsidiaries); and
(2)  Dabeinong Group (for itself and on behalf of its subsidiaries)
BERRE (1) EHER(REAFERKREMEBLRE) &
(2) RIEBREBOBEAFEKKEMBLA)
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Listing Rules

Implications:

ETRAIE R

Duration:

HARR

Principal Terms:

Pricing:

Report of the Directors

EEEHE

As at the date of the execution of the 2023 Dabeinong Group Materials Supply Framework
Agreement, Mr. Shao Genhuo held 24.49% equity interest in, and was the de facto controller of,
Dabeinong Group. He was a substantial shareholder of the Company and a connected person of
the Company. As Dabeinong Group was an associate of Mr. Shao, Dabeinong Group was therefore
a connected person of the Company.
RIZZ=FARIUEREEVHHERERGRT LA BRBAEEFBERILEER 24.49%
et - WAKIEREBHNBERIZESIA - RARARFTNFERRLAARINEEAL - ARK
TEEEREAENBMEA  MALBREETRARBNEEAL -

From 29 September 2023 to 31 December 2025
H_E-_=FAA-tNBE-Z-AF+=-A=+—H

Dabeinong Group shall sell to Shengmu High-tech materials (including but not limited to feed,
additives and medicines) which meet the purchasing standards of Shengmu High-tech. Shengmu
High-tech will purchase from Dabeinong Group in the form of written orders based on actual
demand and Shengmu High-tech determines the final purchase of goods, specifications, quantity
and related quality, delivery and other services.
ANEREERAAEHSHOEN A ERSRHRBRENDH (BEE TRV EE - RnE &
Zm) BEHERBRERFRIAETEIERAMKILEEERE  THERSHMETHRK
REEm RB BENEREE  KENEMRE -

The price of the materials purchased by Shengmu High-tech from Dabeinong Group shall be
based on the prevailing market price at the time of the submission of the relevant purchase order
by Shengmu High-tech to Dabeinong Group. Dabeinong Group undertakes to sell at a price no
higher than the market price of similar materials. For the purpose of determining the prevailing
market price, Shengmu High-tech shall request quotations from at least two independent
suppliers.
EHERMALLRERBENDHNEREREERSHERAAILREERZABERER
BREFNTIHEME - AALEEEARHEEBR TS RRBYHNTISER - RBTER
MTISE - EREHAImELRMEE=HERRE -
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Annual Cap:

FELR:

Details of the 2021 Original Framework Agreement are set out in the
announcement of the Company dated 30 December 2020. Details of the
2022 Dabeinong Group Materials Supply Framework Agreement are set
out in the announcement of the Company dated 28 March 2022. Details of
the 2023 Dabeinong Group Materials Supply Framework Agreement are
set out in the announcement of the Company dated 15 August 2023 and
the circular of the Company dated 14 September 2023.

The parties, among others, subsequently entered into the 2026
Dabeinong Products and Services Supply Framework Agreement, as set

out above.

For the year ended/ending:

Revised Cap: 31 December 2023: RMB300.0 million (Note**); Actual transaction amount:
RMB211.5 million

Revised Cap: 31 December 2024: RMB300.0 million (Note**); Actual transaction amount:
RMB247.8 million

Revised Cap: 31 December 2025: RMB300.0 million; Actual transaction amount: RMB261.3 million

Note**: The original annual cap was RMB146.0 million under the 2022 Dabeinong Group Materials Supply Framework
Agreement.

BETSIEHILFE :

BETER : —E-=F+=_A=+—08: ARK30008&E () EEXHEE: A
R¥E2115887T

BETER : —E-NF+=-A=+—8: ARK30008&ET(fx*)  EEXHEE: A
R¥2478BETT

TR —Z-RAF+-A=1+—H: AR3000EET: EEXF5LE : AR 2613
BT
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Mz RE-ZF-_FRIUEREEMHREERDE  REELRAARB 146 0BET

T —FREEBBOFBEIHNAK
TE%% E-FF+-HA=+H
MAE e ZE-_FARIEREEYH
HEERBRNFFENARF A
BIEZZF=ZA-+)\BMAE -
ZEI=FXRIEEREEYRHEESE
BENFBIEREARARNBHRAEZT
_EAH+£EWA¢&$“
HAE_ZE="FNA+MBE/NRA
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2025 YIYINGMEI RAW FRESH MILK SUPPLY FRAMEWORK
AGREEMENT

On 28 March 2022, Shengmu High-tech (for itself and on behalf of the
Group) entered into a raw fresh milk supply framework agreement with
Yiyingmei Dairy (for itself and on behalf of its subsidiaries) in relation
to the sale of raw fresh milk from Shengmu High-tech to Yiyingmei
Dairy for a term of period commencing from 28 March 2022 and ending
on 31 December 2024 (the “2022 Yiyingmei Raw Fresh Milk Supply

Framework Agreement”).

Shengmu High-tech (for itself and on behalf of the Group) and Yiyingmei
Dairy (for itself and on behalf of its subsidiaries) entered into a raw fresh
milk supply framework agreement (the “2025 Yiyingmei Raw Fresh Milk
Supply Framework Agreement”) on 30 December 2024 to (i) renew the
2022 Yiyingmei Raw Fresh Milk Supply Framework Agreement for a term
of period commencing 1 January 2025 and ending on 31 December 2027;
and (ii) set annual caps for the years ending 31 December 2025, 2026
and 2027.

Report of the Directors

EEEHE

CECRFERBIA T HERE
iR
R-ZTE-—F=F-+)\H BHS
BHAEAGRRERAEE)HEEE
IEGBEBEAGEREENBAA)
HEHRER RS BEIEREEHI
RIS AEMILMEELEGE  BEIAR
B-ZE-_—_F=-A=-+N\BERE=Z
ZMFE+ZA=t+—RHIE([=ZZ2==
FRBXEMYHEERGE]) -

ISR AEARGRRERAEEH)H
HEEIX(REAFRRAREWER
ARZZEZWEFE+A=THTLAE
HIAFEERBR(—E_HFRE
EEMIMEERGE]) - LOTEE
TR R AHIHEESRED
HEE B ZE-_AF—A—H#EZR
ZEAEFFT A= —HIE Ki)
REBE-_Z-AF ZTZ"FR
TECAHFFZA=+—HIEFER
FE LR -

Date: 30 December 2024
HE] —EoNE+ZA=1H
Parties: (1) Yiyingmei Dairy (for itself and on behalf of its subsidiaries); and
(2)  Shengmu High-tech (for itself and on behalf of the Group)
BEorE (1) =HEEIXR(BEAFEAKREMBLAD)
(2) EHER(AEAFERREEH)
Listing Rules As at the date of the 2025 Raw Fresh Milk Supply Framework Agreement, Mr. Shao Genhuo
implications:

ERANEE

Duration:

HARR -

held 23.46% equity interests in, and is the de facto controller of Dabeinong Group. Accordingly,
Dabeinong Group was an associate of Mr. Shao. Mr. Shao also held the entire equity interest
in Beijing Zhi Nong, which in turn held the entire equity interest in Nong You, a substantial
shareholder of the Company. Accordingly, each of Mr. Shao and Dabeinong Group is a connected
person of the Company. Yiyingmei Dairy is a non-wholly owned subsidiary of Dabeinong Group.
Accordingly, each of Mr. Shao, Dabeinong Group and Yiyingmei Dairy is a connected person of the
Company.
MRIZ-_RFAHAMREERGZRS  SRELAEFAAILEREE23.46%KE - T RA
EEEENERZESIA - Bt KIEEEERAMEENBEAL - BEETHFUAREERES
*Bﬁxﬁé Mt REBFERRAEZMRR Nong You 2 EARME - Atk - BBEAERKIEREE
HRARFBNEEATL - RBEIERRNLEREENIEZEWBRR « itk - 8854~ Adb
EEBENRBFIEDRARFNEEAL -

From 1 January 2025 to 31 December 2027
TE-RF—A—BEZE-+F+=-A=+—H
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Principal Terms:

According to the monthly milk supply plan, Shengmu High-tech shall sell raw fresh milk to
Yiyingmei Dairy that meets Yiyingmei Dairy's purchasing standards. The specific quantity of milk
purchased is based on the quantity confirmed by Shengmu High-tech and Yiyingmei Dairy, and
the daily delivery quantity is determined by volume weighted by Yiyingmei Dairy.

T EEFER RIZAREDEE - ERENARREXAELHETan DR XRBREN AT - A8
SIRBEHENENSR A BRI EERNBELE  BAXEHEARERIENEE
BERLE -

Pricing: The selling price of raw fresh milk shall be determined and adjusted in accordance with market
conditions, seasonal factors and quality of raw fresh milk. The final purchase price of raw fresh
milk varies in accordance with the quality grade as agreed between Shengmu High-tech and
Yiyingmei Dairy.

EfE EHRINEBERBTSBER  THUREREHINE ERET KA - EEHIHKEK
E%ET%*ETJ%EEWm%%ﬁiﬁﬁ%z%ﬂ%ﬂ;{ﬁ’ﬂ%’i%%%&*ﬁﬁﬁiﬁb o

Annual cap: For the year ended/ending:

Cap: 31 December 2025: RMB44.0 million; Actual transaction amount: RMB38.0 million
Cap: 31 December 2026: RMB53.0 million
Cap: 31 December 2027: RMB63.0 million

FEER: BETIBBILFE
PR ZZ-RFT A=+ ARK 4 0BET  BEXHTHE  ARK3808E
FR: ZFERF+A=1T—H:  ARK5308&TT
FR: ZZB+F+-A=+—H: ARK60BET

Details of the 2025 Yiyingmei Raw Fresh Milk Supply Framework TE AT B EEIHEIERD

Agreement are set out in the announcement of the Company dated 30 ENFBHRAARAH AT N

December 2024.

FH-A=tH®ORE -

7. 2024 YIYINGMEI PROCESSING SERVICE FRAMEWORK 7. ZEZNFEZBENTRBEESR
AGREEMENT (TERMINATED ON 1 JANUARY 2026) MEMW-E-RF-—A—B#L)
On 28 March 2024, Shengmu High-tech (for itself and on behalf of ZEZWEFE=A=+N\H BEHak
the Company and its subsidiaries) entered into the 2024 Yiyingmei (BERAGRERRARANMENBAR
Processing Services Framework Agreement with Yiyingmei Dairy, AHERBERIFTV T NS
pursuant to which Yiyingmei Dairy agreed to provide processing services ENMTRBIER G - B =B *E
in respect of the production of milk powder for the Group from time to IERZEDZEBRATRKRARNEE
time during its term, commencing on 28 March 2024 to 31 December RN AEERBINTRE - Bz 8
2026. BR-_Z-_WHEF=A-_+/\BEE_

TR+ -_A=1+—HIt-
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The 2024 Yiyingmei Processing Service Framework Agreement has been
terminated upon the 2026 Dabeinong Products and Services Supply
Framework Agreement coming into effect on 1 January 2026.

Date:
HE]

Parties:

HESIE

Listing Rules

Implications:

ETRAIE R

Duration:

HARR

Principal Terms:

EEEK

Report of the Directors

EEEHE

BT - AFALRERKLREHE
ERBER _T_"EF—HA—B4%
M —E-NFRBERMTREER
BT &R

28 March 2024
—E-MFE=/A=-1+N\H

1 Shengmu High-tech (for itself and on behalf of the Group); and

(1

(2)  Yiyingmei Dairy

(1) EBEHatHAELrAFREREAEE): &
(2) =mBEIZE

As at the date of the Yiyingmei Processing Service Framework Agreement, Shengmu High-
tech was an indirect wholly-owned subsidiary of the Company. Mr. Shao Genhuo held 24.66%
equity interest in, and was the de facto controller of, Dabeinong Group. Accordingly, Dabeinong
Group was an associate of Mr. Shao. Mr. Shao also held the entire equity interest in Beijing Zhi
Nong, which in turn holds the entire equity interest in Nong You, a substantial shareholder of
the Company. Accordingly, each of Mr. Shao and Dabeinong Group is a connected person of the
Company. Yiyingmei Dairy is a non-wholly owned subsidiary of Dabeinong Group. Accordingly,
each of Mr. Shao, Dabeinong Group and Yiyingmei Dairy is a connected person of the Company.
RRBEMIRBERGZLS  ERSHRAARRIMELZEMB AR - BRBEERAKR
IEREE24.66% M - WAKRKILREENERIZGIA - Bt - KIEREERBEENHE
A BBEEMFEILRERDARE - MIERERFEARRFEEMRNong You & HRAXHE -
Hit - BRRAERALEREZEHAEARANBEALT RBEXAXELSKILREENELE
MEAE - AL - BBSEAE RIEERKERGEXIESBEHRARANEEAL -

From 28 March 2024 to 31 December 2026 (Terminated on 1 January 2026)
H-Z - NEZA -+ N\BE_Z-_AF+_A=Z+—BRZZ-_<F—F—B&I1)

Yiyingmei Dairy shall provide processing services in respect of the production of milk powder for
the Group from time to time during the terms of the Yiyingmei Processing Service Framework
Agreement.

REEAXANRBENIRBERBGZRRA - TR AN EE R MY 4 2 A8 TR
jﬁ% o
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Pricing:

Annual Cap:

FELR:

The processing fee for processing services borne by the Group will be negotiated on an arm's
length basis and determined in the ordinary course of business on normal commercial terms.
The processing fee shall be determined on a cost plus basis with reference to cost analysis,
market research, general industry standard, quality requirements, profit margin settings and
price adjustment strategies. Yiyingmei Dairy supplies the packaging for the milk powder products
and Shengmu High-tech will pay to Yiyingmei Dairy the cost of the packaging.
AREBBINTREAAEN M TERKIRAFRAER - WA EEBBIETIREEBBGER
BT - MIEBBEKAMKELE  UBERESN - TIHREE - —RITERE EEEK -
MEERERERFABRRBET - aBZXIAXRUIOIVERNBE %Wmﬂﬁql‘ﬂﬁ%%ﬂ
EXNBEER -

For the year ended/ending:

Cap: 31 December 2024: RMB21.0 million; Actual transaction amount: RMB2.6 million

Cap: 31 December 2025: RMB17.0 million; Actual transaction amount: RMBO

Cap: 31 December 2026: RMB11.0 million (Terminated on 1 January 2026).
HETHAIEFE
ER: ZZEZWFEFTZA=+—H: ARK21.08E8T: EREX 528 - ARK268ETT

R ZECRFFTA=+T—R: AR¥17088 IR 5EE  ARBOT

o
R

PR ZZZRFTZRA=+—R ARBENMOIBET(RZZZRF—A—HEIL) -

Details of the 2024 Yiyingmei Processing Service Framework Agreement TR FER BT ARBIERBZ

are set out in the announcement of the Company dated 28 March 2024.

MEBHEN AR BEHA T _NF
S iy VAN E - NG

8. 2024 YIYINGMEI MILK POWDER PURCHASE FRAMEWORK 8. “EFEZBEZMHRBEZSR

AGREEMENT (TERMINATED ON 28 AUGUST 2025)

mE(N=—ZE=AFN\A=+N\H
#1b)

On 28 March 2024, Shengmu High-tech (for itself and on behalf of the
Company and its subsidiaries), an indirect wholly-owned subsidiary of
the Company, entered into the 2024 Yiyingmei Milk Powder Purchase
Framework Agreement with Yiyingmei Dairy, a non-wholly owned
subsidiary of Dabeinong Group, in relation to the purchase of milk
powder by the Group from Yiyingmei Dairy from time to time during the
term of the Yiyingmei Milk Powder Purchase Framework Agreement,
commencing on 28 March 2024 to 31 December 2026.

CHINA SHENGMU ORGANIC MILK LIMITED A BREHRA I ZEER A A

—ECMF=A=+N\B ARAMH
E2EMNBARENSR(BELRY
MRERARANBREWMEB AT ) BRI
EEEFTEMB LRI SBEIERT
B FE R BRI ERBIERD
# NBBREREERRBEZNHR
BERBZHRATSmEBEXILE
REDH  BEHRH T _HF=
A+ \BRBRE_Z=_"F+=A
=+—Hlik-



The 2024 Yiyingmei Milk Powder Purchase Framework Agreement

Report of the Directors

EEEHE

R NERE2XNREERRE

has been terminated from the date of the commencement of the 2025 B _hFaBExAENHREE

Yiyingmei Dairy Milk Powder Purchase Framework Agreement, being 28

August 2025.

Date:
HE]

Parties:

HESIE

Listing Rules

Implications:

ETRAIAEE

Duration:

HARR

Principal Terms:

RipBFEMBHEI T _AFN\A
“+HN\H)REIE -

28 March 2024
—E-MFE=/A=-1+N\H

1 Shengmu High-tech (for itself and on behalf of the Group); and

(1

(2)  Yiyingmei Dairy

(1) EBEHaiHAELrAFEREAEE): &
(2) =mBEIZE

As at the 2024 Yiyingmei Milk Powder Purchase Framework Agreement, Shengmu High-tech
was an indirect wholly-owned subsidiary of the Company. Mr. Shao Genhuo holds 24.66% equity
interest in, and is the de facto controller of, Dabeinong Group. Accordingly, Dabeinong Group was
an associate of Mr. Shao. Mr. Shao also holds the entire equity interest in Beijing Zhi Nong, which
in turn holds the entire equity interest in Nong You, a substantial shareholder of the Company.
Accordingly, each of Mr. Shao and Dabeinong Group was a connected person of the Company.
Yiyingmei Dairy was a non-wholly owned subsidiary of Dabeinong Group. Accordingly, each of Mr.
Shao, Dabeinong Group and Yiyingmei Dairy was a connected person of the Company
RIZ_MFRBENHEBERGELD  EHRSBNARARBEZENB AR - AMHER
FERAARILBREE24.66% KM - WRRNIEEEENEREZEHA - Bt - RKIEREERER
FTENBEA - BELTHAILRERDEHRE  MERERFERRFTEZMERNong
Youl) 2 EDARHE - EUL - BREAERAULREB R B AARFNEEAL - K BEIAEXRAK
IEREERE2EMBAR - At - Bi%4d RIEREERGEXIESEHARARATNH
HAL

From 28 March 2024 to 31 December 2026
CECMF A+ NRAEZEARF+_A=1+—H

Yiyingmei Dairy shall sell to Shengmu High-tech milk powder which meets the purchasing
standards of Shengmu High-tech. Shengmu High-tech will place written orders based on its
actual demand and determine the final details of the purchase, such as specifications, quantity,
quality, delivery and other services.
RBEEIFAMEBEHSHHERSERSRRBRENDY - ERSREREBEHLERT R
HE@MAE - WETKRBHREFE  flnfs #28 o8 XERHEMRE -
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Pricing: The price of milk powder purchased by Shengmu High-tech from Yiyingmei Dairy shall be
determined by the parties on an arm’s length basis, with reference to the prevailing market price
for milk powder of comparable quality at the time of the submission of the relevant purchase
order by Shengmu High-tech to Yiyingmei Dairy. Yiyingmei Dairy undertakes to sell at a price
which is no higher than the market price of similar milk powder.

EB EHESRMEEXAXRBOMNER  BARANITEATEREE  2REHNSHRNEE
FIERRXEBERBETEFRASERENDNERTISERET - mBEIFABUATES A
BOHHISERNERLE -

Annual Cap: For the year ended/ending:

Cap: 31 December 2024: RMB30.0 million; Actual transaction amount: RMB1.5 million

Cap: 31 December 2025: RMB25.0 million (Terminated on 28 August 2025) Nete?

Note*: The annual cap was revised to RMB115.0 million pursuant to the 2025 Yiyingmei Dairy Milk Powder Purchase
Framework Agreement. Please refer to the section below for the actual transaction amount.

Cap: 31 December 2026: RMB17.0 million;

FEER : BETIBBILEFE
FR:ZZT-OF+-RA=+—H: ARB3008&8T ERERSERE  ARB 1588
IR ZE-AF+ZA=+—0: ARB20BEL(RZZE-RFN\A AR
Wizt : BBE_ZE_RFRBFXAEDHERBEL DS  FELREEIAARB 15088 - ERR 5 /R

ST XEE -
PR ZZFZRFTZA=+—RH: ARK17088T

Details of the 2024 Yiyingmei Milk Powder Purchase Framework ZTE N FREENMEBIELT R

Agreement are set out in the announcement of the Company dated 28 MEFBHRARARBRA ST —NF

March 2024. Details of the 2025 Yiyingmei Dairy Milk Powder Purchase _ﬂ TNEHMRAE ZE-HF%

Framework Agreement are set out in the announcement of the Company BEIENHEBIEREBENFS

dated 27 August 2025.

ERARREBEMA-ZT-_RFN\A
—tTtHBRE -
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2025 YIYINGMEI DAIRY MILK POWDER PURCHASE FRAMEWORK 9. —E_RFmBEIEPIMIRE
AGREEMENT (TERMINATED ON 1 JANUARY 2026) EXHER(R=ZFTE-ZE—HF—H

Shengmu High-tech (for itself and on behalf of the Company and its

#1b)
EUER(BEAGERRARRRE

subsidiaries) and Yiyingmei Dairy entered into the 2025 Yiyingmei Dairy MEBARERERIFEFRN_ZE_AF

Milk Powder Purchase Framework Agreement on 27 August 2025 in
relation to the purchase of milk powder by the Group from Yiyingmei

Dairy during its term, commencing on 28 March 2024 to 31 December

year ending 31 December 2025 and 31 December 2026.

NA-+HtHII Y- T -_RFH8x
IEMMDRBEERDS  NEAEBEAR
EERGEBRARSE I ERE

2026 to, among others: (i) terminate the 2024 Yiyingmei Milk Powder M \IRA-ZT-ZMF=A=+N

Purchase Framework Agreement; and (ii) revise the annual caps for the HEZZT-_R"F+HA=+—8" E
MEREEFBHE)  (IREZFT
FamBEMMERBERD R &) {\k

The 2025 Yiyingmei Dairy Milk Powder Purchase Framework Agreement
was terminated upon the effectiveness of the 2026 Dabeinong Products
and Services Supply Framework Agreement entered into on 19

November 2025.

Date:
=R

Parties:

RIAITT ¢

Listing Rules

Implications:

ERAIAEE

Duration:

HARR -

TEE-T-Aft-A=t+-8R
—EoRETSAST-ALEER
FELR -

R RFmBRARNMRBER
BER T _HF+— ﬂ"”j-LE'uTi
T RFRIERERMREHE

EZR R AR -

27 August 2025
—E-AFNAZtLEA

1 Shengmu High-tech (for itself and on behalf of the Company and its subsidiaries); and

(1)

(2)  Yiyingmei Dairy (for itself and on behalf of its subsidiaries)
(1 EBEHSEH(REARFERRARFREMBAR) : &
(2) WmEBERAX(REAFERAKREWBLR)

As at the date of the 2025 Yiyingmei Dairy Milk Powder Purchase Framework Agreement,
Shengmu High-tech is an indirect wholly-owned subsidiary of the Company. Mr. Shao Genhuo
holds 22.73% equity interest in, and is the de facto controller of, Dabeinong Group. Accordingly,
Dabeinong Group is an associate of Mr. Shao. Mr. Shao also holds the entire equity interest
in Beijing Zhi Nong, which in turn holds the entire equity interest in Nong You, a substantial
shareholder of the Company. Yiyingmei Dairy is a non-wholly owned subsidiary of Dabeinong
Group. Accordingly, each of Mr. Shao, Dabeinong Group and Yiyingmei Dairy is a connected
person of the Company.
RIZ_RFHmLBRIAXZNHEBERGEOS  EHSHARARHELEWNB AT -
AR LB RILEER 22.73% X - I?%j(itf—“%lﬁ’] BEREGIA - Bt - KIER&E
EREEENBEA WBEENBEILRERNZIRE  MIEREEFEARFAEER
Nong You ) 2 ZAHE - BRI ER/AILE %lﬁﬁ#iéﬁﬁ% IR AR e
SENGEBREIRGR/ARANBEAL -

From 28 August 2025 to 31 December 2026
-2 -_AF N NAZ+N\HZ_ 2 =_"F+=-A=+—H
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Principal Terms:

Yiyingmei Dairy shall sell to Shengmu High-tech milk powder which meets the purchasing
standards of Shengmu High-tech. Shengmu High-tech will place written orders based on its
actual demand and determine the final details of the purchase, such as specifications, quantity,
quality, delivery and other services. Yiyingmei Dairy will supply the milk powder to Shengmu
High-tech in accordance with the terms of the 2025 Yiyingmei Dairy Milk Powder Purchase
Framework Agreement and the confirmed purchase orders.

FEFR RBEXIFAMBEUSHHENSERSRIRBRENDY - ERSHEREHLERT R
HEME - TETRBAORKFE  AInEE HE B8 IERAMERE - m82x3
EERBE T _AFRB2FIRNHRBERGRNGRLEERNVRBIIEMERS R
JEGED -

Pricing: The price of milk power purchased by Shengmu High-tech from Yiyingmei Dairy shall be
determined from time to time by the parties on an arm’s length basis, with reference to the
prevailing market price for milk powder of comparable quality at the time of the submission
of the relevant purchase order by Shengmu High-tech to Yiyingmei Dairy. Yiyingmei Dairy
undertakes to sell at a price which is no higher than the market price of similar milk powder.

EfE - EHERRmBEAERBENNOERS  ARFINFTREQATEE  2REHSRARE
FIRRRXEBERBITERFRAZERENPNERTISERET - a2 FXIEARUATS A
BOHTISERNERLE -

Annual Cap: For the year ended/ending:

Cap: 31 December 2025: RMB115.0 million; Actual transaction amount: RMB44.8 million.
Cap: 31 December 2026: RMB115.0 million (Terminated on 1 January 2026).

FELR : HETHHBILFE :

R ZZZRF+TZA=+—HB: AREN0BET: ERXFEH  ARKLIESE
7T|: o
IR ZZ=RF+ZA=1+—H8: ARB10BET(RZT="F—A—AKILE) -

Details of the 2025 Yiyingmei Dairy Milk Powder Purchase Framework CE R REEIENHRBESE

Agreement are set out in the announcement of the Company dated 27 HEOFEBEARAQARBHA S

August 2025. Details of the 2026 Dabeinong Products and Services THFNBRZ+EAMALE . ZF

Supply Framework Agreement are set out in the announcement of the ZHRFRIEREREREHEESR Tﬁz’J

Company dated 19 November 2025 and the circular of the Company ENFBIENARRIAAEEZ

dated 12 December 2025.

FH—A+TIhBANRIERAR TEIHH
o B s s i ey ) S
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The Directors (including the independent non-executive Directors) are
of the view that the continuing connected transactions referred to above
are entered into during the ordinary and usual course of the Group's
business on normal commercial terms or better and according to the
agreements in respect of such transactions, the terms of which are fair
and reasonable and in the interests of the Shareholders as a whole.

The Company's auditors have confirmed that: (i) nothing has come to
their attention that causes them to believe that the disclosed continuing
connected transactions in this annual report have not been approved by
the Company's board of Directors; (i) nothing has come to their attention
that causes them to believe that the price and terms of the transactions
were not, in all material respects, determined in accordance with the
pricing policies of the Group; (iii) nothing has come to their attention that
causes them to believe that the transactions were not entered into, in all
material respects, in accordance with the relevant agreements governing
such transactions; and (iv) with respect to the aggregate amount of each
of the continuing connected transactions set out above, nothing has
come to their attention that causes them to believe that the disclosed
continuing connected transactions have exceeded the maximum annual

cap as set by the Company.

Save as disclosed herein, none of the related party transactions as
disclosed in note 35 to the financial statements constitute non-exempt
connected transaction or non-exempt continuing connected transaction
under Chapter 14A of the Listing Rules. The Company confirms that it has
complied with the disclosure requirements in accordance with Chapter
14A of the Listing Rules. The Company has followed its pricing policies
and guidelines when determining the price and terms of the continuing
connected transactions conducted during the year ended 31 December
2025.

Related Party Transactions

Details of the Group's related party transactions are set out in note 35 to the

financial statements. During the year, the related party transactions mainly

comprised:

(1

sale of products to certain associates (such associates constitute
associates under the accounting standards as the Group holds certain
shares in them);

sale of raw fresh milk to China Mengniu Group;

purchase of materials from Modern Farming in accordance with the
Modern Farming Materials Supply Framework Agreement;
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(4)  purchase of materials and services from Dabeinong Group and Yiyingmei
Dairy in accordance with the 2023 Dabeinong Group Materials Supply
Framework Agreement, the 2024 Yiyingmei Processing Services
Framework Agreement, the 2024 Yiyingmei Milk Powder Purchase
Framework Agreement and 2025 Yiyingmei Dairy Milk Powder Purchase
Framework Agreement (as applicable from time to time);

(5)  sale of raw fresh milk to Yiyingmei Dairy;
(6)  payment of emoluments to key management of the Group;

(7)  guarantees provided by the Group for the bank borrowings of Shengmu

Forage;

(8) entrusted loan provided by the Group to Shengmu Forage; and the
arrangement whereby Shengmu Forage provided biowaste (i.e. cow
dung) cleaning services to our organic dairy farms for free in return for
our supply of such unprocessed biowaste from our organic dairy farms
to Shengmu Forage for free; and

(9)  purchase of forage from Shengmu Forage.

Employees

As at 31 December 2025, the Group had a total of 2,272 employees (2,217
employees in total as at 31 December 2024). Total staff costs for 2025 (including
the emoluments of Directors and senior management of the Company)
amounted to RMB305.7 million (RMB326.8 million in 2024). The Group believes
that the dedicated efforts of all of its employees are the very essence of the
Group's rapid development and success in the future. The Group provides
management personnel and employees with on-the-job education, training and
other opportunities to improve their skills and knowledge. In general, the Group
determines employee compensation based on each employee’'s performance,
qualifications, position and seniority. The Group has made contributions to the
social security funds and housing reserve for its employees in accordance with
the relevant national and local social welfare laws and regulations. Employees
in Hong Kong are provided with retirement benefits, under the Mandatory

Provident Fund scheme.

The Group has also approved and adopted the Share Award Scheme. The Share
Award Scheme was also adopted to recognize the contributions by certain
employees of the Group and to incentivize them to contribute to the sustainable
development and high-quality growth of the Company.

CHINA SHENGMU ORGANIC MILK LIMITED A BREHRA I ZEER A A

(4) BE_ZFT_=FKILEEEWEHE

BERBE  —T_MFHEXMIR
BERDSE  — T _NFHE2XNH
FBERGEL T _AFHEX

ENMHEBEEMZETEERM
) MALRERMEREIERE
YR & BRFS

(6) [MImBEIFEHELLIL
(6) MAEENTZERENHH

(7) ASRERBHEXRNRITETEMRE
R

8 AKEMEREXRRHZFEER K
EREXARMNBRBOZ R BEM
#5(BHE)BRERY MR
HRMARABHEXLZEHERAR
PIERBUGZIBRMTIES &

() HERERFBEH -

/ftﬁ 2,217%; :
BA(BREARBTEZRSAEEEWS) A
ARE305.75EL(ZE = EEEAE%
3268 BET) c NEEMRE 2EEIET
T\’lﬁ#ﬁ$§%l5_@§§)§&ﬁé\aTQHX?%EH?XI}JE’U

BERZ - ARBREEABNMEBRHEE
BHE - B AR MR EREE R AN

e —RME  AREREBESRERENRE
Bt BUKEFETEEFM - A%EE
REBEREHHER/IERLENR - KR
Bt eaRBRENEFELES - AEEE
BEFIEAREFERERENEERMER
PRAER o

AREB IR I MR D 2B ST E) o AT
HEEREAKEETREFRLZER X
HERERAARAFEERESEEER
EHER



Retirement Benefit Plans

The Group has participated in a number of fixed contribution retirement plans
for eligible employees within the Group in accordance with applicable laws and

regulations.

Remuneration Policy for Directors and Senior
Management

The remunerations of Directors and senior management are determined
based on their working experience, industry expertise, educational background
and skills as well as the Group's performance and operating results and with
reference to the remuneration policies of other companies in the industry
and prevailing market rates. Directors and employees also participate in
performance incentive arrangements relating to the performance of the Group
and individuals.

For the year of 2025, no emoluments were paid by the Group to any Director or
any of the five highest paid individuals of the Company as an inducement to join
or upon joining the Group or as compensation for loss of office.

For details of remuneration paid to the Directors and the five highest paid
individuals which are required to be disclosed pursuant to Appendix D2 of the
Listing Rules, please refer to notes 8 and 9 to the financial statements.

Sufficient Public Float

As at 31 December 2025, the Company did not hold any treasury shares. Based
on the public information available to the Company and so far as all Directors
are aware, the Company had maintained the minimum public float as required
by the Rule 13.32B(1) of the Listing Rules throughout the period up to the latest
practicable date prior to the publication of this annual report.

Foreign Currency Risk

Details of foreign currency risk are set out in note 38 to the financial
statements.
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Compliance with the Corporate Governance
Code

For details of the Company's corporate governance practices, please refer to
the section headed “Report on Corporate Governance Practices” in this annual
report.

Event after the Reporting Year

As disclosed in the Rule 3.5 Announcement issued by China Modern Dairy on
30 October 2025 regarding, among others, the possible mandatory conditional
cash offer by CLSA Limited, for and on behalf of China Modern Dairy, to acquire
all the issued shares of the Company (other than those already owned or
agreed to be acquired by China Modern Dairy and Start Great Holdings Limited),
immediately following the SPA Completion under any of the Share Purchase
Agreements (each as defined under the Rule 3.5 Announcement), China
Modern Dairy and parties acting in concert with it will hold in aggregate 30%
or more of the total issued share capital of the Company. China Modern Dairy
will therefore, subject to and upon the SPA Completion under any of the Share
Purchase Agreements, be required under Rule 26.1 of the Takeovers Code to
make a possible mandatory conditional cash offer for all the Offer Shares (as
defined in the Rule 3.5 Announcement).

As set out in the announcement jointly issued by the Company and China
Modern Dairy on 20 April 2026, as at 20 April 2026, other than the conditions
as set out in paragraphs (d) and (e) under the section headed "Conditions of
the Share Purchase Agreements” in the Rule 3.5 Announcement, no other
conditions precedent under the Share Purchase Agreements have been

satisfied or (if capable of being waived) waived.
Further announcement(s) will be made in accordance with the Listing Rules
and the Takeovers Code (as the case may be) on the status and progress of the

Offer as and when appropriate.

Saved as disclosed above, no other material events of the Group occurred after

31 December 2025 and up to the date of this annual report.
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Update on Information of Directors Pursuant
to Rule 13.51B(1) of the Listing Rules

Mr. WANG Liyan was designated as the lead independent Non-Executive
Director by the Board on 26 March 2025. Save for disclosed above, there were
no changes in the information of Directors since the date of the 2025 annual
report of the Company, which are required to be disclosed pursuant to Rule
13.51B(1) of the Listing Rules.

Auditors

Ernst & Young has audited the financial statements for the year ended 31
December 2025. A resolution for the re-appointment of Ernst & Young as
auditors of the Company will be proposed at the forthcoming annual general
meeting.

All references in this part of the annual report (Report of the Directors) to other
parts, sections of or notes in the annual report, form part of the Report of the
Directors.

By Order of the Board of
China Shengmu Organic Milk Limited
CHEN Yiyi

Chairman

Hong Kong, 25 March 2026
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EXECUTIVE DIRECTOR

Mr. ZHANG Jiawang (58 = BE), aged 48, is an executive Director and chief
executive officer of the Company and is also a member of the Strategic and
Sustainability Committee. Mr. ZHANG was a non-executive Director of the
Company from 26 September 2016 to 29 June 2018. He was appointed to our
Board as an executive Director on 25 January 2019. Mr. Zhang joined Beijing
Dabeinong Technology Group Co., Ltd. (Jt R AL ZRIEE BB HERAF)
in August 2001 and has held various positions, including outreach director,
president’'s assistant, development and investment manager, manager of
strategy and development, and vice president since then. Mr. ZHANG is also the
vice president of China National Sand Control and Desert Industry Society and
the vice president of China Dairy Association.

Mr. ZHANG received his bachelor's degree from Inner Mongolia Agricultural
University (N5 H 2% KE) in July 2001, majoring in horticulture and his
master degree in executive master of business administration from Renmin
University of China (FBI AR AXZ2) in January 2010. He is currently studying
for a doctorate degree in management jointly developed by Guanghua School
of Management of Peking University and the University of Hong Kong.

Save as disclosed above, Mr. ZHANG did not hold any directorship in any public

listed companies in the last three years.

NON-EXECUTIVE DIRECTORS

Mr. CHEN Yiyi, aged 51, joined the Group as a non-executive Director and
Chairman of the Board in May 2024. Mr. CHEN is also a vice president and head
of strategic management of Mengniu Group, and is responsible for the strategic
and investment management. Mr. CHEN was appointed as a non-executive
director of China Modern Dairy (1117.HK) since February 2023 and was
appointed as the Chairman of the Board on 1 September 2025. He was also
appointed as the Chairman of the Board of Milkground (a company incorporated
in the PRC, the stock of which is listed on the Shanghai Stock Exchange with
stock code: 600882.SH) since May 2024.
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Directors and Senior Management

Before joining Mengniu Group, Mr. CHEN worked for many well-known
international companies such as Nestle SA, International Paper Co, Tetra Pak
Sidel, China Resources Enterprise and listed companies in Hong Kong and
Mainland China for 25 years serving as the national commercial manager,
North Asia regional director, vice chief strategy officer, president and executive
director and other senior management positions. Having served in the fast-
moving consumer goods industry such as dairy and retail industry for
many years, Mr. CHEN has had extensive experience in industrial operation
integration, strategic planning management, corporate cooperation and
mergers and acquisitions and industry-wide vision and international business
experience. Mr. CHEN graduated from Fudan University with Bachelor's degree

in law.

Save as disclosed above, Mr. CHEN did not hold any directorship in any public
listed companies in the last three years.

Mr. ZHANG Ping (58), aged 61, is a non-executive Director of the Company.
He was appointed to the Board on 25 August 2020. He served as a non-
executive director of China Modern Dairy (stock code: 1117.HK) until 24 March
2026. Mr. ZHANG, who joined the China Mengniu (stock code: 2319.HK) group
in 2014, was an executive director of the China Mengniu during the period from
December 2021 to March 2024, and was a vice president and the chief financial
officer of the China Mengniu group until 1 September 2025. Until July 2023,
he was also appointed as a non-executive director of Yashili (a subsidiary of
Mengniu Group, former stock code: 1230.HK, delisted in July 2023). Mr. ZHANG
was also a director in several subsidiaries of Mengniu Group, including major
subsidiaries Inner Mongolia Mengniu Dairy Group Limited (NS 54313 (£
B) B BMRAF]) and Inner Mongonlia Tegoxin Dairy Co., Ltd. (R 4 m#T
BB ABR A ). Mr. ZHANG successively worked as manager of internal audit
and system development and finance director at Swire Beverages Co., Ltd,,
general manager of its bottler manufacturing company and chief executive
officer of Coca-Cola Bottlers Manufacturing Holdings Limited. He has over 36
years of experience in the fast-moving consumer goods industry, specializing
in management of operation, finance and audit as well as risk control. Mr.
ZHANG graduated from Beijing Information Science and Technology University
(b 512 B R K E) with a master’s degree in management engineering.
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Save as disclosed above, Mr. ZHANG did not hold any directorship in any public
listed companies in the last three years.

Mr. BAI Fengming (A E18), aged 48, was appointed as a non-executive director
of the Company on 6 October 2025. Mr. BAI joined Mengniu Group since 2000.
He is currently a general manager of the sales management center under the
room-temperature products business unit of Mengniu Group. Mr. Bai has been
deeply engaged in the dairy sales field for 25 years. He has held successive
positions including national project manager for aseptic pillow packaging (a
type of packaging for dairy products), manager of hohhot branch, manager of
the room-temperature products south China region, manager of Guangzhou
subsidiary, and manager of Shenzhen subsidiary. He possesses profound
professional capabilities and practical experience in dairy sales management.
Mr. BAI holds a postgraduate degree, and graduated from the School of
Business Administration, Sun Yat-sen University, majoring in business

administration.

Save as disclosed above, Mr. BAI did not hold any directorship in any public
listed companies in the last three years.

Mr. SUN Qian (#&&R), aged 52, is a non-executive Director of the Company.
He was appointed to the Board on 26 March 2014 and he is a member of the
Strategic and Sustainability Committee. Mr. SUN currently is a partner of
HSG. Mr. SUN was a director of Bona Film Group Limited (principally engaged
in film distribution business), a company listed on NASDAQ (delisted from
NASDAQ on 8 April 2016), from 2007 to 2011 and a director of SOLAI Limited
(formerly known as BIT Mining Limited) (a technology-driven cryptocurrency
infrastructure company), a company listed on the New York Stock Exchange
(NYSE: SLAI), from October 2013 to 27 February 2026. Mr. SUN was a director
of CooTek (Cayman) Inc. (delisted from the New York Stock Exchange on 16
June 2022), a company with input method being its core business, since July
2014, From December 2013 to June 2016, Mr. SUN was a non-executive
director of Dongpeng Holdings Company Limited, a company listed on the
Stock Exchange (delisted from the Stock Exchange on 22 June 2016) and
from October 2020 to September 2023, he has been a director of Dongpeng
Holdings Company Limited listed on the Shenzhen Stock Exchange (52.003012).
Mr. SUN received a bachelor’'s degree in applied mathematics from Harvard
University in the United States in June 1997, and a master’'s degree in business
administration from Harvard University and a juris doctor’s degree from
Harvard Law School in the United States both in June 2003.
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Directors and Senior Management

Save as disclosed above, Mr. SUN did not hold any directorship in any public
listed companies in the last three years.

Ms. SHAO Lijun (BREE®), aged 40, was appointed as a non-executive Director
of the Company on 30 July 2021. Ms. SHAO is currently a director of Nong
You Co., Ltd. and the general manager of Beijing Zhi Nong, each of which is a
substantial shareholder of the Company. Ms. SHAO is currently a director of
Beijing Dabeinong Technology Group Co., Ltd. dt R AL BRI E B AR A
@), Inner Mongolia Shengmu High-tech Farming Co., Ltd. (5% & EE M EE
AR A7), Beijing Dabeinong Holding Co., Ltd. (3t AL ZHEREER A F]), and
Beijing Dabeinong International Science and Technology Co., Ltd(3b R K4k EE
BEHEBR A F), and a general manager and executive director of Changchun
Shengshihuinong Agriculture and Trading Co., Ltd. (RERTEZEZER
Z3A]). Ms. SHAQ obtained a Bachelor of Law degree from China University of
Mining and Technology (FF BT 2E K E3),

Save as disclosed above, Ms. SHAO did not hold any directorship in any public
listed companies in the last three years.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. WANG Liyan (£ &), aged 69, was appointed as an independent non-
executive Director of the Company on 28 June 2017 and was designated
as a Lead INED on 26 March 2025. Mr. WANG is also a member of the Audit
Committee and Nomination Committee. He is a certified public accountant in
the PRC. Mr. WANG was a professor of the Department of Accounting and
a doctoral advisor of Guanghua School of Management in Peking University.
He obtained his doctor’'s degree from Peking University. His major research
area lies in accounting information and corporate value, overseas listing, dual
financial report, corporate governance system, environmental cost, accounting,
corporate sustainability report and CSR report. He also serves as the chief
editor of China Accounting Review and China Management Accounting. Mr.
WANG has been appointed as an independent non-executive director of
Jinshang Bank Co., Ltd., a joint stock company incorporated in the PRC with
limited liability whose shares are listed on the Stock Exchange (stock code:
2558), since 5 November 2019. Until August 2023, Mr. WANG served as an
independent director of Unigroup Guoxin Microelectronics Co., Ltd., a company
listed on the Shenzhen Stock Exchange (stock code: 002049). He also served as
an independent director of Beijing Dabeinong Technology Group Co., Ltd (3E R
Kt BRI EE RSB R AR, a company listed on Shenzhen Stock Exchange
(stock code: 002385), until March 2023.

Save as disclosed above, Mr. WANG did not hold any directorship in any public
listed companies in the last three years.
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Directors and Senior Management

Mr. WU Liang (:2 %), aged 56, was appointed as an independent non-executive
Director of the Company on 22 December 2020 and also a member of each
of the Audit Committee, the Remuneration Committee and the Nomination
Committee. He is currently a distinguished professor of Tongji University and
the executive dean of the National Research Institute of Modernization of Tongji
University (R XZ2BIRIFERALHFCPT). Mr. WU joined Xinhua News Agency
(#1#E4L) in 1993 and served in various entities of Xinhua News Agency for
over 25 years. He successively worked as the chief of the economic segment
and a member of the editorial board of the Outlook Weekly of Xinhua News
Agency (FTEEBX 2 TI41), the executive vice chief editor and the executive
chief editor of the Financial National Weekly (B4 & BIZ#& 1)), and the chairman
and the chief executive officer of Outlook Think Tank (BXZ2%5 &) between 2006
and 2018. Mr. WU graduated from Shandong University (LI AXE) with a
bachelor’s degree in chemistry in 1993 and also obtained his bachelor’s degree
in journalism from China Journalism Academy (1 BI#EIE28%) in 1998.

Save as disclosed above, Mr. WU did not hold any directorship in any public
listed companies in the last three years.
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Mr. SUN Yansheng (fR#E4), aged 62, is appointed as an independent non-
executive Director of the Company on 30 July 2021.

Mr. SUN is currently an independent director of Lanpec Technologies Limited
(HRER At FHEFBRMB AR AR]), a company incorporated in the
People's Republic of China with limited liability, the shares of which are listed
on the Shanghai Stock Exchange (stock code: 601798), an independent director
of Mudanjiang Hengfeng Paper Co.Ltd (tfHTELHAERNDBR LA, a
company incorporated in the People's Republic of China with limited liability,
the shares of which are listed on the Shanghai Stock Exchange (stock code:
600356). In addition, he was appointed in January 2024 as an independent non-
executive director of Concord Healthcare Group Co., Ltd. (3P 52 F18& Z2 547
BHREBEMMHAER T, a company incorporated in the People's Republic of
China with limited liability, the shares of which are listed on the Stock Exchange
(stock code: 2453). Until July 2024, he was also an independent non-executive
RitEEARAQF), a

company incorporated in the Cayman Islands with limited liability, the shares

director of Steve Leung Design Group Limited (2%

of which are listed on the Stock Exchange (stock code: 2262) and until August
2023, he was an independent director of Newonder Special Electric Co.,Ltd (3T
HEHERBEE RN AR AR, a company incorporated in the People’s Republic
of China with limited liability, the shares of which are listed on the Shenzhen
GEM (stock code: 301120), and until June 2022, he was also an independent
director of Arctech Solar Holding Co., Ltd. (T & {SIEFTREREH D B R
7N7F)), a company incorporated in the People’'s Republic of China with limited
liability, the shares of which are listed on the Shanghai Stock Exchange (stock
code: 688408)).

Mr. SUN qualified as a PRC Lawyer in June 1994 and founded Beijing Tian Yin
Law Firm (bR RIRERIETSET) in December 2002. From February 2013 to
April 2016, he was a member of the planning committee of the China Securities
Regulatory Commission, which was principally engaged in the carrying out
of forward-looking research on and to propose solutions to capital market-
related laws and policies, where he was mainly responsible for advising
on regulatory reform as well as carrying out research on capital market
supervision, registration reform and information disclosure. From April 2016
to April 2024, he was the founding partner of Beijing Duncheng Investment
Management Consultation Centre (Limited Partnership) (At REGHIE EIEFE
O (BRA %)), which is principally engaged in the provision of investment
advice on industries and government guidance and the management of industry
funds, where he was mainly responsible for participating in the formation of
industry funds, guiding the formation of local government industrial funds and

serving as a listed company and government financing and strategic adviser.
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Directors and Senior Management

Mr. SUN obtained a Bachelor of Law degree from the Inner Mongolia University
(RMEEAE) in 1986 and a Master of Law degree from the Renmin University
of China (A BI AR AKE) in 2003. He also received a certificate of completion
for a postgraduate course in political economics from the Harbin Institute of
Technology (WG ERE T ZKE) in 1999.

Save as disclosed above, Mr. SUN did not hold any directorship in any public
listed companies in the last three years.

SENIOR MANAGEMENT

Mr. ZHANG Jiawang (5RZRFE), aged 48, is the chief executive officer and
executive Director of the Company. His biographical details are set out under

the section “Executive Director” above.

Ms. GAO Lingfeng (5% Bl), aged 55, holds a master’'s degree in business
administration from Inner Mongolia University of Technology. Ms. GAO Lingfeng
joined China Shengmu in 2009 and is currently the head of support system and
vice president of China Shengmu. She is responsible for the coordination and
management of the Company’s milk sales, human resources, administration
and outreach. Ms. GAO Lingfeng has extensive experience in the operation
and management of the entire livestock breeding industry chain. Ms. GAO
has worked for Yili Group and Mengniu Group, holding various positions
including Director of Quality Inspection Department, Director of Quality Control
Management Centre, Director of OEC Office and General Manager of Western
Business Division. She was awarded the title of "Outstanding Dairy Worker of
the Year 2022", "Outstanding Person of Inner Mongolia Famous and Special
Agricultural and Livestock Products Output in 2023", “The Most Beautiful
Science and Technology Worker”, and “Female Striver in Technological
Innovation in 2024".
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Ms. LI Li (ZF]Z L), aged 49, obtained her bachelor's degree in business
administration from The Open University of China (formerly known as China
Central Radio and TV University) in 2010, a master's degree in agricultural
extension from Inner Mongolia Agricultural University in 2015 and a doctorate’s
degree in business administrationfrom Brest Business School in 2024. She
was also awarded the International Certified Public Accountant Certificate in
2021. Ms. LI joined China Shengmu in March 2026 and currently serves as
chief financial officer and vice president of the Group. Ms. LI had held various
positions (including senior management positions)within China Mengniu Dairy
Company Limited and its subsidiaries from June 2002 to March 2026.

Mr. LIU Gaofei (25 7), aged 44, is a post-doctoral fellow of China Agricultural
University/Beijing Jingwa Agricultural Science & Technology Innovation
Center, holds a doctorate degree in animal husbandry. He is a senior animal
husbandry officer, senior economist and senior food safety manager. Mr. LIU
Gaofei joined Shengmu Group in 2019 and is currently the Head of Operations
System and Vice President of China Shengmu. He is responsible for the Group's
procurement management, farm technology operation and feed production
management. Mr. LIU Gaofei has extensive experience in the operation and
management of the dairy farming industry chain. Mr. LIU worked for Mengniu
Group and held various positions including General Manager of the Milk Source
General Management Centre and General Manager of the Quality and Safety
Management Centre.
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Directors and Senior Management

Mr. LI Kwok Fat (Z=Ef2), aged 50, was appointed as Company Secretary of
the Company in 2022. Mr. LI is currently the company secretary and financial
controller of China Modern Dairy Holdings Ltd. (stock code: 1117.HK). Mr. Ll is a
member of The Hong Kong Chartered Governance Institute, the Association of
Chartered Certified Accountants and the Hong Kong Institute of Certified Public
Accountants. Mr. LI holds a master degree of finance and a master’'s degree
in corporate governance from The Hong Kong Polytechnic University. Mr. LI
has over 20 years of experience in corporate finance, accounting, corporate
secretarial and compliance service field.

For details of Directors’ interests (as defined in Part XV of the SFO) in shares
of the Company, please refer to the section headed “Report of the Directors
- Directors’ and chief executive's interests and short positions in shares,

underlying shares and debentures of the Company” in this annual report.

Save as disclosed above, no further information of our Directors or senior
management is required to be disclosed pursuant to Rules 13.51(2) (h) to (v)

under the Listing Rules.
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Overview

The Company ensures that the Company and its subsidiaries are committed to
achieving and maintaining high standards of corporate governance. The Board
understands the influence and importance of high standards of corporate
governance on the value of the Company, and that good corporate governance
is in the interest of the Company and its shareholders as a whole.

We have adopted, applied and complied with the code provisions contained in
the Corporate Governance Code (the “Corporate Governance Code”) as set out
in Appendix C1 to the Rules Governing the Listing of Securities on the Stock
Exchange of Hong Kong Limited (the “Listing Rules”) (as amended from time to
time) for the year ended 31 December 2025.

Board of Directors

The Board is the decision-making body of the Company, and is responsible
for formulating overall strategies and policies of the Group and approving its
implementation plans to ensure that the Group achieves its goal swiftly. For
the year ended 31 December 2025, the responsibilities performed by the Board
include: formulation of strategies of the Company; formulation of development
goals, guidelines and policies and implementation plans of the Company;
continuously control of, review of and assessment on the risk management
and internal control systems in the pursuit of financial and operational targets;
review and approval of annual financial budgets, final accounts plans, profit
distribution plans and compensation plans of the Company; assessment on
the adequacy and effectiveness of risk management and internal control
systems to establish effective internal control systems for risks assessment;
determining the policy for the corporate governance of the Company and
performing the duties set out under the Code Provision A.2.1 under the
Corporate Governance Code; and review and approval of the Company's
material contracts and transactions, information disclosure, connected

transactions and other matters required to be handled by the Board.

Moreover, the functions of corporate governance of the Board include:
formulation and review of corporate governance policies and practices of the
Company; review and monitoring of the training and continuous professional
development of the Directors and senior management; review and monitoring
of the Company’s policies and practices on compliance with legal and
regulatory requirements; formulation, review and monitoring of the code of
conducts for staff and the Directors; and review of the Company's compliance
with other provisions contained in the Listing Rules from time to time and
disclosure in the Report on Corporate Governance Practices.
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Report on Corporate Governance Practices

DELEGATION BY THE BOARD

To assist the Board in execution of its duties and facilitate effective
management, certain functions of the Board have been delegated by the
Board to several committees under the Board (including the Audit Committee,
Remuneration Committee, Nomination Committee and Strategic and
Sustainability Committee) and senior management. All Board committees
perform respective functions and duties within their terms of reference (which
are available for inspection by the public on the websites of the Company and
the Stock Exchange).

With the leadership of the chief executive officer, the senior management is
delegated by the Board with authorities and duties on the daily operation and
management of the Group. The delegated functions and work progress will be
reviewed regularly. Approval from the Board shall be obtained by the Company

before entering into of any material transactions.

COMPOSITION OF THE BOARD

As at the date of this annual report, the Board comprised nine Directors,
including one executive Director (Mr. ZHANG Jiawang); five non-executive
Directors (Mr. CHEN Yiyi, Mr. ZHANG Ping, Mr. BAl Fengming, Mr. SUN Qian and
Ms. SHAO Lijun); and three independent non-executive Directors (Mr. WANG
Liyan, Mr. WU Liang and Mr. SUN Yansheng). The Chairman of the Board of
the Company is Mr. CHEN Yiyi. Mr. ZHAOQ Jiejun resigned as a non-executive
Director of the Company with effect from 6 October 2025 due to personal health
reason. Mr. BAl Fengming was appointed as a non-executive Director with
effect from 6 October 2025. Mr. Bai had obtained legal advice from external
law firm as required under Rule 3.09D of the Listing Rules on 3 October 2025.
He has confirmed his understanding of the obligations as a Director of the

Company.

Save as disclosed in the section headed “Directors and Senior Management”,
there was no financial, business, family or other material relationship between
the Directors of the Company and in particular, between the Chairman of the

Board of the Company and the chief executive officer.

Biographical details of the existing Directors are set out in the section headed
“Directors and Senior Management” in this annual report.

APPOINTMENT, RE-ELECTION AND DISMISSAL OF DIRECTORS

Each of the Directors (including independent non-executive Directors) has
signed a service agreement or an appointment letter with the Company for a
term of three years. The Directors shall be subject to retirement from office
by rotation or re-election at the forthcoming annual general meeting of the
Company pursuant to Article 16 of the Articles of Association of the Company
(the "Articles”).
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Pursuant to Article 16.2 of the Articles, any Director appointed by the Board to
fill a casual vacancy or as an addition to the existing Directors shall hold office
only until the next following general meeting of the Company and shall then be
eligible for the re-election. Pursuant to Article 16.3 of the Articles, any Director
appointed by ordinary resolution to fill a casual vacancy or as an addition to the
existing Directors shall hold office only until the next following general meeting

of the Company and shall then be eligible for re-election.

According to Article 16.18 of the Articles, at every annual general meeting of
the Company, one-third of the Directors for the time being (or, if their number
is not three or a multiple of three, then the number nearest to, but not less
than, one-third) shall retire from office by rotation provided that every Director
(including those appointed for a specific term) shall be subject to retirement
by rotation at least once every three years. Any Director appointed pursuant to
Article 16.2 of the Articles shall not be taken into account in determining which
Directors are to retire by rotation. A retiring Director shall retain office until the
close of the meeting at which he retires and shall be eligible for re-election.
The Company at any annual general meeting at which any Directors retire may
fill the vacated office by electing a like number of persons to be Directors.

BOARD PERFORMANCE EVALUATION

During the year, the Company confirms that it has completed the Board
performance evaluation in accordance with the requirements of section B.1.4
of the Corporate Governance Code. This evaluation was led by the Company's
Secretariat, with findings reported to the Nomination Committee, Remuneration
Committee and Board of Directors. The evaluation encompassed directors’
skills and qualifications, time commitment and engagement levels, Board
culture and diversity, remuneration and incentive mechanisms, as well as

overall governance and risk oversight performance.

The results of the evaluation show that the professional backgrounds and
cultural environment of the Board members facilitate in-depth discussions
regarding the Group's business operations and ensure that oversight in
strategic, financial and risk management matters complies with relevant
regulatory requirements. Concurrently, the remuneration policy is closely
aligned with the Company's long-term performance, effectively enhancing
the sustained performance of executive directors and senior management
while ensuring that incentive mechanisms remain consistent with shareholder
interests. Overall, the Board has performed well in strategic oversight, risk
management and corporate governance, with no significant improvements

required.
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DIVERSITY POLICY

The Board implements a policy of diversified composition of the Board. For the
purpose of sustained and balanced development, the Company recognises that
the Board diversity is critical for facilitating its strategic goals and maintaining
its sustainable development. The Board appoints members based on their
skills and qualifications, and also considers the value of having a diverse mix
of perspectives and backgrounds. The Board considers various aspects of
diversity, such as gender, age, culture, education, career, skills, knowledge
and tenure, in its initial selection of Board members. After that, the Board
matches the Company's specific requirements for talents with business
goals and strategies at different phases of development. As of the date of this
report, the Board consists of nine Directors, one female Director and eight
male Directors, who have diverse and professional backgrounds. Three of the
Directors are independent non-executive Directors, who contribute to a critical
review and oversight of the board management process. Having reviewed the
board diversity policy and the Board's composition, the Nomination Committee
considered that the requirements of the board diversity policy had been met

and no measurable objective had been set to implement the board diversity

policy.

The Company will, from time to time, review the composition of the Board and
continue to look out for, among others, suitable female talents, to ensure a
pipeline of diverse directorship candidates. This ongoing process reflects the
Company's dedication to diversity and inclusive excellence at the leadership

level.

As of 31 December 2025, 62% of the Company’'s employees (including senior
management) are male, whereas 38% of the Company’s employees (including
senior management) are female, which the Company believes is a good and
healthy gender ratio of the workforce. The Company is committed to ending
gender discrimination, promoting gender equality, and safeguarding the legal
rights and interests of female employees. Moving forward, the Company
remains committed to embracing diversity and ensuring gender equality in
its talent acquisition efforts. This steadfast approach reflects the Company's
dedication to fostering an inclusive workplace. The Company will consistently

integrate these core principles into its recruitment strategies.

The Board will annually review the board diversity policy, as appropriate, to
ensure its effectiveness.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

During the reporting period, the Company complied with Rule 3.10(1) and Rule
3.10(2) of the Listing Rules which requires the Company to maintain at least
three independent non-executive Directors and have an independent non-
executive Director with appropriate professional qualifications or accounting
or related financial management expertise. Mr. WANG Liyan, one of the
independent non-executive Directors of the Company is a certified public
accountant in the PRC. Mr. WANG Liyan was designated as a Lead INED by the
Board on 26 March 2025.

The Company considers that all the independent non-executive Directors are
independent.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

As at 31 December 2025, Mr. CHEN Yiyi. is the Chairman of the Board, while
Mr. ZHANG Jiawang is the Chief Executive Officer of the Company. As such,
the roles of the chairman and the chief executive officer of the Company are

separate and performed by different individuals.

BOARD PROCEDURES

Meeting Arrangement

The Board meets at least four times a year and additional operational meetings
are also held, when required. The Company Secretary is responsible for
preparing agenda and notices for the meetings. Senior management of the
Group also provides to the Directors in a timely manner relevant information
regarding key business developments of the Group and issues affecting the
Group. Agenda and other information decks are normally delivered to the
Directors before the meetings. The Directors also have independent access to
the senior management in respect of operational issues. The Directors may
take independent professional advice where appropriate to discharge their

duties, at the Company's expenses.

Record of Meetings

Minutes of meetings of the Board and Board Committees are kept by the
Company Secretary and are not only available for inspection by the Directors
but also sent to the Directors for their records. All Directors have access to the
Company Secretary, who is responsible for ensuring that the Board procedures
are complied with and advising the Board on compliance matters.
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BOARD MEETINGS

The Board convenes a meeting on a regular basis and at least four meetings

each year. In 2025, the Board held 5 meetings at which the operating results,

investment issues, etc. of the Company were considered and discussed.

TEERERRE

EEEER
BEEeTHRSUEBFRITRLLINGE -
RZE-RF  EFEHETLX
NAEEEE  REFES -

Attendance record is below: HEEsEET

Number of
Board
Length of meetings
tenure attended/
as at held during
31 December Current his or her
2025 period of respective

(No. of Year(s))  appointment tenure Attendance
HHEEN
R=ZZhH%F RERERE
+t=B=+-—-H Ri7Esg

Members ESEHE WES(FH) ENZEEHE EEY8 HifE =

Executive Director HiTES

Mr. ZHANG Jiawang "' SRR S A 8.7 2023-2026 5/5 100%

(Chief Executive Officer) (BEHTE)

Non-executive Directors FHTES

Mr. CHEN Yiyi (Chairman) RI—KE(EE) 1.6 2024-2027 5/5 100%

Mr. ZHANG Ping REEE 53 2024-2027 5/5 100%

Mr. ZHAO Jiejun mte2 Fizle 3= vt e 55 N/A NE 3/3 100%

Mr. BAI Fengming 2 SIEL P 0.2 N/A T 2/2 100%

Mr. SUN Qian e Sk 11.8 2023-2026 5/5 100%

Ms. SHAO Lijun MEELLT bt 2024-2027 5/5 100%

Independent non-executive BIYEHITES

Directors
Mr. WANG Liyan (Lead INED) TUEEE 8.5 2025-2028 5/5 100%
(BRBAENITES)

Mr. WU Liang REgE 5.0 2023-2026 4/5 80%

Mr. SUN Yansheng BREETE A 2024-2027 5/5 100%

Note: [

(1) Mr. ZHANG Jiawang was a non-executive Director of the Company from 26 September 1 ERELAENR -—E—RNENLA-F+XBE-Z
20716 to 29 June 2018. He was appointed to the Board as an executive Director on 25 — N\EXNA-+NBEBEEAAGIESITE
January 2019. FoBRZT-NF-AZ+HBEZERE

EENTESE -
(2) Mr. Zhao Jiejun resigned as a non-executive Director on 6 October 2025 and Mr. Bai 2) WEELAEN —_E-RE+ A NBBRIIERT

Fengming was appointed as a non-executive Director on the same date. Mr. Bai will be

eligible to offer himself for re-election at AGM 2026.

B AAARBELEREERIFNTES -
AEEBEERR T "EREEFTAE L
SigEE-
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Director Training

For the year ended 31 December 2025, each Director has provided the
Company with annual confirmation that he/she has devoted sufficient time and
attention to the affairs of the Group, and has also confirmed the completion of
continuous professional development together with the format in which such
professional development was undertaken. The Company has arranged suitable
training for all Directors at the Company’'s expense. The Group continuously
updates the Directors on the latest development regarding the Listing Rules
and other applicable regulatory requirements, to ensure compliance and

enhance their awareness of good corporate governance practices.

A summary of training received by the Directors during the year ended 31

December 2025 according to the records provided by the Directors is as

EEE
HEZZ-AF+-A=-+—HILFE &
EFHEMARTERFEERES - BHAE
EAAEEEBIRARHREERH - Wik
RETHRBESEEERRHAZIXEER
BMMITER - AARIEARBRESLTHEE
IR - BR B BRE - AREBER
EENABEBALTARREABERNEE R
EMRFER - R MPIE TR M
HRIFCETRNRH -

REESRUNCE BE2-FT-_AF =
A=1t—BLLFE BFRINEIIH2

follows: T
Type of trainings
Directors s EINEE R
Executive Director HITES
Mr. ZHANG Jiawang REKELE ABCDE
Non-executive Directors FHITES
Mr. CHEN Yiyi RS —kHE AB,CD,E
Mr. SUN Qian it vt AB,CD,E
Mr. ZHANG Ping aRFEAE ABCDE
Mr. ZHAO Jiejun (resigned on é October 2025) HRELE(R_T_AF+ANEEITE) ABCDE
Mr. BAl Fengming (appointed on 6 October 2025) HEBEE(RZ_Z-_RFTARNAESRE) ABCDE
Ms. SHAO Lijun EAX L ABCDE
Independent Non-executive Directors BAUFHTES
Mr. WANG Liyan FUERAE AB.CDE
Mr. WU Liang RBFEHE ABCDE
Mr. SUN Yansheng BRI A ABCDE
A: Reading materials, journals and updates relating to the business and industry ~ A: BIBEMCEMTERREHENOME - BT L&
development A
B: Reading materials relevant to the latest development of the Listing Rules and other ~ B: BIESE FHRANSHEEREMERNES
applicable regulatory requirement HEBBRME
(o8 Reading materials relevant to internal governance, risk management and ESG matters ~ C: BIEmASEANBAE  BBRERERESCER
of the Group FERARO R
D: Reading materials designed to refresh Directors’ knowledge and skills on the roles,  D: MEEMESH LMAREEHS - B kB
functions and duties of a listed company Director &5 E A R ee R R
E: Attending or delivering seminars and/or conferences and/or forums E:  2NSBPHEeRk KEE R LRE
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Skills List of the Board

As of 31 December 2025, the Board consisted of one executive Director, five
non-executive Directors and three independent non-executive Directors. The
Board's skill set and how those skills align with the Group's values, strategies

and culture are outlined below:

TEERERRE

E%éﬁ Hb)% ==
HE-_ZT-RF+-A=1+—H ZEFEH
—HBRTEE ARIFPTESR=FEL
FEMITEFMAK - EFENENFTEREA
ERAEEEEBE  KREX(HEEE
Batan T

Directors Key Skills and Experience
EE TER LR

Align with the Group's
values, strategy and culture

REXEENEESR - RERIUL

Executive Director
HiTES

Mr. ZHANG Jiawang Agricultural and pastoral technologies, strategic

planning

SRR 4 R - BEER 2

Non-executive Directors

FHTES

Mr. CHEN Yiyi Fast-moving consumer goods (FMCG) dairy,
international perspective, mergers and acquisitions
integration

RH—%E RHmMILE - BRRE - HERe

Mr. SUN Qian Investment management, international legal
background

G ik KREER  BREEER

Mr. ZHANG Ping Financial management, risk control
RIEFEE
Mr. ZHAQ Jiejun
(resigned on 6 October 2025)
RS LS
(RZF_RF1HNAFE)
Mr. BAI Fengming
(appointed on 6 October 2025)

MEEE - AR
Dairy sales, supply chain management
FFRHE - fHERERE

Dairy Sales Management, Team Leadership,
Flexible Market Strategies

BESEE AKHEER  BEHERE  BEMSRE
(RZB_AFTHANHEZE)

Ms. SHAQ Lijun Agricultural management and legal background

BEE XL BUEER EEER

Support organic dairy farming and sustainable
development

X ABRE R HFERE

Promote market orientation and industrial chain
synergy

WS EREERERR

Support innovation and globalisation strategies

EFFRIETER R I R B

Strengthen robust governance and a compliance
culture

BICRERIREA R XL

Enhance efficiency and quality and consolidate
market position
RAMEERE - ZEMSHM

Align with a "market-oriented” and “prudent
management” culture, driving performance growth
Ralmiggm B RREE XL HBFREE
&

Align with organic farming strategies and
governance compliance

REBRBERBEERIEAH
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TERERERERE

Align with the Group's
Directors Key Skills and Experience values, strategy and culture
5= TERRELR LEAKENEES - RBRE
Independent

Non-executive Directors
BYFHTES
Mr. WANG Liyan Accounting, corporate governance, sustainable

development

IVERE i REDRE  IRERRE

Mr. WU Liang Media and policy research

R RS EBURIRR

Mr. SUN Yansheng Law, regulation and investment management
Btk R BRERKREER

Promote transparent governance and sustainable
development

HEBERLEEIFERER

Strengthen social responsibility and public
influence

B EEFEARTE N

Support compliance, stability and capital operations

XRARRREENEF

Board Committees

The Company has four Board committees, namely the Remuneration
Committee, the Nomination Committee, the Audit Committee and the Strategic
and Sustainability Committee. Each committee performs its work in accordance

with the terms of reference approved by the Board.

Remuneration Committee

The primary functions of the Remuneration Committee include determining
the policies in relation to human resources management, reviewing the
Company’'s remuneration policies and determining remuneration packages for
the Directors and senior management members. As at 31 December 2025, the
Remuneration Committee comprised one non-executive Director (Mr. ZHANG
Ping) and two independent non-executive Directors (Mr. SUN Yansheng and Mr.
WU Liang) and was chaired by Mr. SUN Yansheng.
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According to the terms of reference of the Remuneration Committee of the
Company, the Remuneration Committee convenes at least one meeting in each
year. In 2025, the Remuneration Committee convened two meetings, whereby
the overall remuneration policy and structure for the Company's Directors
and senior management members and proposals on the establishment of
standard and transparent procedures for the formulation of remuneration
policies were reviewed the performance of the members of the Board (including
executive Director) was assessed, and the matters relating to the Share Award
Scheme were reviewed and approved. With reference to the Long-Term Share
Award Scheme adopted in 2022, the Remuneration Committee has approved
the implementation of the second phase of the Long-Term Share Award
Scheme in accordance with the terms of the existing Long-Term Share Award
Scheme. This arrangement is intended to serve as an incentive to motivate
the management team and to retain key talents for the continuous growth of
the Group. The Remuneration Committee considers the grant to be fair and
reasonable and in the best interests of the Company and its shareholders as a
whole.

Nomination Committee

The primary duties of the Nomination Committee are to make
recommendations to the Board regarding candidates to fill vacancies on the
Board. As at 31 December 2025, the Nomination Committee comprised a non-
executive director (Mr. CHEN Yiyi) and two independent non-executive Directors
(Mr. WANG Liyan and Mr. WU Liang) and was chaired by Mr. CHEN Yiyi.

The Nomination Committee recommends potential candidates to appointments
on the Board based on merits of such candidates, having regard for the
benefits of diversity of the members of the Board and the necessity of ensuring
a balanced composition of expertise appropriate for the businesses of the
Group. The selection of potential candidates is based on a range of diverse
factors, including but not limited to gender, age, cultural and educational
background, experience (professional or otherwise), skills, knowledge, and
leadership qualities, and ultimately, the contribution that such candidates will
be able to bring to the Board, to complement the abilities of existing Directors.
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According to the terms of reference of the Nomination Committee of the
Company, the Nomination Committee convenes at least one meeting in each
year. In 2025, the Nomination Committee convened one meeting, whereby the
members discussed the structure, composition, overall time commitment and
professional skills of the Board of the Company, performed qualification review
on preliminary candidates recommended by the management of the Company
and identified suitable candidates, advised on the proposed changes to the
Board for the purpose of the Company's corporate strategies, assessed the
independence of independent non-executive Directors.

Pursuant to Code Provision B.3.5 of the Corporate Governance Code, issuers
should appoint at least one director of a different gender to the nomination
committee. As of the date of this report, the Nomination Committee comprises
members of a single gender. Notwithstanding the foregoing, the Company has
adopted and implemented a board diversity policy and a diversity policy for
the Company which sets out the Company’s commitment to promoting greater
diversity and inclusion, including gender diversity, at its leadership level and
across its recruitment processes. The Nomination Committee has given due
regard to the board diversity policy when reviewing the composition of the
Board and when recommending potential candidates for appointment to the
Board with a view to facilitating the development of a diverse Board. In addition,
the Board is satisfied that its overall composition reflects strong diversity, with
a balanced mix of expertise, experience and backgrounds. All members of the
Board bring extensive senior management experience, supporting effective

governance and strategic oversight.

The Company is currently an offeree in the Offer. Pursuant to Rule 7 of the
Takeovers Code, once a bona fide offer has been communicated to the Board,
except with the consent of the Executive Director of the Corporate Finance
Division of the Securities and Futures Commission of Hong Kong, the directors
of the Company as an offeree in the Offer are restricted from resigning until the
first closing date of the Offer or the date when the Offer becomes or is declared
unconditional, whichever is later. Following the close of the Offer, China Modern
Dairy may appoint new directors to the Board. Accordingly, there is uncertainty
regarding the future composition of the Board and its committees. In these
circumstances, the Company considers it prudent to delay any changes to the
composition of the Board and the Nomination Committee pending the outcome
of the Offer.

Having considered the above factors, the Board is of the view that the deviation
from Code Provision B.3.5 of the Corporate Governance Code is appropriate
in the circumstances. The Company will continue to monitor and review
the composition of the Nomination Committee with a view to appointing a
director of a different gender to the Nomination Committee at such time as is
appropriate, taking into account the overall circumstances of the Company, the

status of the Offer and the availability of suitable candidates.
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NOMINATION POLICY

The Company adopted a nomination policy for directorship (the “Nomination
Policy”) and adopted the Terms of Reference of the Nomination Committee.
They aim to set out the processes and criteria for the nomination of a candidate
for directorship in the Company which seeks to ensure that all nominations of
Board members are fair and transparent in order to facilitate the constitution
of the Board with a balance of skills, experience and diversity of perspectives
that is appropriate to the requirements of the Company’s business, and assist
the Board in maintaining its skills matrix. The Nomination Committee regularly
reviews and assesses each Director’s time commitment, contribution to the
Board, and ability to discharge his/her responsibilities, and supports the
ongoing evaluation of the Board’s overall performance. The Committee also
supports the formal assessment of the Board's performance every two years
and has been provided with sufficient resources to fulfill its responsibilities.
The Committee is authorized by the Board to obtain independent professional

advice, where necessary, on matters within its terms of reference.

1. SELECTION CRITERIA

1.1. When considering a candidate nominated for directorship or a
director's proposed re-appointment, the Nomination Committee
will take into account the following factors as a reference:

° whether the qualification, skills, experience and industry
knowledge of the candidate meet the business needs or are
in line with the long-term development of the Company;

. effect on the board’s composition and diversity in all its
aspects, including but not limited to gender, age (18 years
old or above), cultural and educational background, ethnicity,
professional experience, skills, knowledge and length of
service, and the compliance with the diversity policy of the
Company;
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1.2.

1.3.

° commitment of the candidate to devote sufficient time to
effectively discharge his/her duties. In this regard, the
number and nature of offices held by the candidate in
public companies or organisations, and other executive

appointments or significant commitments will be considered;

° any potential/actual conflicts of interest that may arise if the

candidate is selected;

° for the appointment or re-appointment of independent non-
executive directors, the independence of the candidate and
his/her immediate family from the Company; and

° in the case of a proposed re-appointment of an independent
non-executive director ("INED"), the number of years he/she

has already served.

The above 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 on a

case by case basis.

Proposed candidates will be asked to submit the necessary
personal information in a prescribed form, together with their
written consent to be appointed as a director of the Company and
to the public disclosure of their personal data on any document
or the relevant websites for the purpose of or in relation to their
standing for election as a director of the Company.

The Nomination Committee may request candidates to provide

additional information and documents, if considered necessary.
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2. NOMINATION PROCEDURES

2.1.

Subject to the provisions in the Company's Articles, if the Board
recognises the need to appoint an additional director, the following
procedures should be adopted:

the chairman of the Nomination Committee shall call a
meeting of the Nomination Committee, and invite nominations
of candidates from Board members if any, for consideration
by the Nomination Committee prior to its meeting. The
Nomination Committee may also identify or select candidates
to be recommended to the Board, with or without assistance
from external agencies or the Company;

the Nomination Committee may use any process it deems
appropriate to assess the suitability of and the potential
contribution to the Board by the candidates based on (but
not limited to) the criteria set out in section 2.1 herein,
which may include personal interviews, background checks,
presentations or written submissions by the candidates and

third party references;

the Nomination Committee will hold a physical meeting to
consider the matter and avoid the making of decisions by
written resolutions unless it is impractical that a physical

meeting be held;

the Nomination Committee shall provide to the Board for its
consideration with all the information required, including
infomation set out in Rule 13.51(2) of the Listing Rules in

relation to the candidates; and

the Nomination Committee shall make recommendation
to the Board, including the terms and conditions of the

appointment.
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2.2. The Board deliberates and decides on the appointment based
upon the recommendation of the Nomination Committee. The
Board shall have the final decision on all matters relating to its
recommendation of candidates to stand for election at any general

meeting.

Audit Committee

As at 31 December 2025, the Audit Committee comprised two independent non-
executive Directors, namely, Mr. WANG Liyan, and Mr. WU Liang and one non-
executive Director, Mr. ZHANG Ping. Mr. WANG Liyan possesses the relevant
professional qualifications required under the Listing Rules. The Chairman of
the Audit Committee is Mr. WANG Liyan.

The primary responsibilities of the Audit Committee are to oversee the Group's
financial reporting system, risk management system and internal control
procedures, and to review and monitor the external auditors’ independence
and objectivity and the effectiveness of the audit process in accordance with
the applicable standard. The Audit Committee has been provided with sufficient
resources to discharge its duties.

The Audit Committee held two meetings during the year ended 31 December

2025. Major work completed by the Audit Committee during the year includes:

d reviewed the Group's annual report, interim financial information and
annual consolidated financial statements;

o reviewed significant accounting and audit issues;

. reviewed the external auditor’'s qualifications, independence and

performance;

° reviewed the external auditor’'s management letter and the

management’s response;

. reported to the Board on matters relating to the Audit Committee under
the Corporate Governance Code;

. assisted the Board to evaluate on the effectiveness of financial reporting
procedures and internal control system;
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. regularly assess and review the adequacy and effectiveness of the
Group's systems of internal control and risk management framework,
examine the effectiveness of accounting and internal audit function, the
sufficiency of resources for financial reporting, including advising on
identification of connected parties, establishing supporting measures for
relevant professionals, and formulating related policies, while regularly

communicating monitoring results to the Board;

. reviewed the continuing connected transactions entered into by the

Group or subsisting during the Reporting Year; and

. reviewed the utilisation of annual caps on certain continuing connected

transactions of the Group.

Strategic and Sustainability Committee

The Company established the Strategic and Sustainability Committee on 30
July 2021. As at 31 December 2025, the Strategic and Sustainability Committee
comprised one executive Director (Mr. ZHANG Jiawang) and three non-
executive Directors (Mr. CHEN Yiyi, Mr. BAl Fengming and Mr. SUN Qian) and
was chaired by Mr. CHEN Yiyi. Mr. ZHAQ Jiejun resigned as the member of the
Strategy and Sustainability Committee with effect from 6 October 2025. Mr. BAI
Fengming was appointed as of the Strategy and Sustainability Committee with
effect from 6 October 2025.

The primary functions of the Strategic and Sustainability Committee include
formulating the Company’'s long-term development strategy, reviewed the ESG
report and the ESG policies and strategies of the Group, as well as considering
environmental, social and corporate governance related matters. The
sustainability department of the Company will report the work progress to the
Strategic and Sustainability Committee on a regular basis.
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Attendance Record i fE RC 8%
The attendance record of Directors at meetings of the Audit Committee, the B=ZHEEZLZES  FMHEESNIERZ
Remuneration Committee and the Nomination Committee is as follows: BN emcRnT

Number of attendances/meetings
held during his or her respective tenure
EHEBHER
HERE ERETRE

Audit Remuneration Nomination

Committee Committee = Committee
Directors ) EREEE FWNEEE REZEE
Mr. CHEN Yiyi fRS— o E N/A 38 R N/A i R 171
Mr. ZHANG Jiawang KRS E N/A N A N/ATEA  N/ATEA
Mr. ZHANG Ping RFSEAE 1/2 2/2  N/ATEA
Mr. ZHAO Jiejun ™’ AR S A N/A i A N/ATEA  N/ATNEA
Mr. BAI Fengming "' B RIS 5 A N/A 35 A N/ANER N/ATER
Mr. SUN Qian oS St N/A 5 A N/ATEA  N/ATEA
Ms. SHAO Lijun BB E 2+ N/A N A N/ATER  N/ATEA
Mr. WANG Liyan TIERE 2/2 N/A T3 A 1/1
Mr. WU Liang Rk 2/2 2/2 1/1
Mr. SUN Yansheng FRIEE S E N/A N3 A 2/2  N/A @A
Note: GEE

WEHRBLEEN T - RE+ ANBEEFNT
B AAARBELRZERIFNTES -

(1) Mr. Zhao Jiejun resigned as a non-executive Director on 6 October 2025 and Mr. Bai (1)
Fengming was appointed as a non-executive Director on the same date.
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General Meetings

For the year ended 31 December 2025, the attendance record of each Director
at General Meetings is as follows:

TRERERBRE

BRAE
BE_ZT-AF+T_A=1t—HIFE &
BEEHERREAS ZR80T ¢

Number of attendances/meetings
Annual General Meeting and
Extraordinary General Meetings (if any)
held during his or her respective tenure
EHEBNESR
HEREEERETRE

Directors =) BREFAERBRREIAE(0H)
Mr. CHEN Yiyi fR5— A& 2/2
Mr. ZHANG Jiawang SRR A 1/2
Mr. SUN Qian % St 2/2
Mr. ZHANG Ping RESAE 2/2
Mr. ZHAQ Jiejun note! HEAEE S A 171
Mr. BAI Fengming ™! M RS Jp A 1/
Ms. SHAO Lijun BB E & 2/2
Mr. WANG Liyan TUEEAE 2/2
Mr. WU Liang Rk 1/2
Mr. SUN Yansheng FRIEA A 2/2
Note: PHRE -

(1) Mr. Zhao Jiejun resigned as non-executive Director on 6 October 2025, and Mr. Bai
Fengming was appointed as a non-executive Director on the same date.

(1) HEHEEER-T-AF+ANBEIFNIT
B AAARBELRZERIFNTES -
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Model Code for Directors’ Securities
Transactions

The Company has adopted a code of conduct regarding securities transactions
on terms no less exacting than the required standard of dealings set out in
the Model Code for Securities Transactions by Directors of Listed Issuers (the
“Model Code") as set out in Appendix C3 to the Listing Rules. Having made
specific queries to the Directors, all Directors have confirmed that they have
complied with the required standards as set out in the Model Code for the year
ended 31 December 2025.

Directors’ Responsibility for Financial
Reporting in Respect of the Financial
Statements

The Directors acknowledge their responsibility for preparing the Group's
accounts and other financial disclosures required under the Listing Rules,
meanwhile, the senior management should provide relevant and sufficient
information and explanation to the Board to enable it to make informed
assessment of the financial and other decisions.

The Directors are not aware of any material uncertainties relating to events
or conditions that may cast significant doubt upon the Company’s ability to

continue as a going concern.

The statement of the auditors of the Company in respect of their reporting
responsibilities on the Company’'s financial statements for the year ended 31
December 2025 is set out in the “Independent Auditor's Report” contained in
this annual report.
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Dividend Policy

The aim of the dividend policy is to provide transparency and consistency
in shareholder returns, ensuring distribution decisions are fair, predictable,
and aligned with long-term corporate strategy. In accordance with the
Company'’s dividend policy adopted on 28 March 2023 (the "Dividend Policy”),
the declaration and payment of dividends shall be determined at the sole
discretion of the Board. The Company’s ability to distribute dividends will
depend on, among others, the Company's profits, operating results, cash flow,
financial condition and capital requirements, contractual restrictions which
the Company is subject to, other factors of the Company which the Directors
consider relevant, and the interests of the shareholders of the Company. The
remaining profits that are not distributed will be used for the development and

operation of the Group.

The Board confirms that the Company's distribution of dividends are made
strictly in accordance with its established dividend policy and shall also comply
with any restrictions under the applicable laws of the Cayman Islands, the laws
of Hong Kong, the Listing Rules, the Articles, as well as subject to the approval

of shareholders of the Company (as applicable).

Mechanism to Ensure Independent Views are
Available to the Board

The Company has put in place a mechanism as set out below to ensure
independent views and input are available to the Board during the year. The
Company is of the view that all independent non-executive Directors are
independent. The Company has also received written confirmation from each
of the independent non-executive Directors in respect of his independence in
accordance with the independence guidelines set out in Rule 3.13 of the Listing
Rules.

PURPOSE

These mechanisms are to ensure that there is a sufficient independent element

on, and independent views and input are available to, the Board.

COMPOSITION OF THE BOARD AND BOARD COMMITTEES

The Board endeavours to ensure the appointment of at least three INEDs and
at least one-third of its members being INEDs (or such higher threshold as may
be required by the Listing Rules from time to time).
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Apart from complying with the requirements prescribed by the Listing Rules
as to the composition of certain Board committees, INEDs will be appointed to
other Board committees as far as practicable to ensure independent views are

available.

INDEPENDENCE ASSESSMENT

The Nomination Committee strictly adheres to the Nomination Policy and the
independence assessment criteria as set out in the Listing Rules with regard to
the nomination and appointment of INEDs.

Each INED is also required to inform the Company as soon as practicable if
there is any change in his/her own personal particulars that may materially

affect his/her independence.

The Nomination Committee is mandated to assess annually the independence
of all INEDs by reference to the independence criteria as set out in the Listing
Rules to ensure that they can continually exercise independent judgement.

COMPENSATION

No equity-based remuneration (e.g. share options or grants) with performance
related elements will be granted to INEDs as this may lead to bias in their

decision making and compromise their objectivity and independence.

BOARD DECISION MAKING

INEDs (as well as other directors) are entitled to seek further information
and documentation from the management on the matters to be discussed at
board meetings. They can also seek assistance from the Company’s company
secretary and, where necessary, independent advice from external professional

advisers at the Company's expense.

INEDs (as well as other directors) shall not vote or be counted in the quorum
on any board resolution approving any contract or arrangement in which such

Director or any of his/her close associates has a material interest.

The chairman of the Board shall at least annually hold meetings with the
INEDs without the presence of other Directors to discuss major issues and any

concerns.

REVIEW OF THE POLICY IMPLEMENTATION

The Board shall, or may designate a board committee to, make an annual
review of the implementation and effectiveness of this policy.
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Risk Management and Internal Control

During the year, the Board confirmed that the Group had fulfilled its
responsibilities regarding risk management and internal control systems
for the year, and had complied with Principle D.2 and Code Provisions D.2.1
to D2.4 of the Corporate Governance Code by establishing appropriate and
effective risk management and internal control systems. Such systems are
designed to identify, assess, and manage the Group's material risks, ensure
timely, accurate, and complete disclosure of material information within the
Group, including inside information, and provide reasonable but not absolute
assurance against material misstatements or losses, and to manage rather

than eliminate risks of failure to achieve business objectives.

The Board is also responsible for monitoring the Group's risk management
and internal control systems and reviewing the adequacy and effectiveness of
such systems. The Board conducts an annual review of the risk management
and internal control systems of the Group. The primary objectives of the review
are to identify risks, safeguard the Group's assets, prevent losses, ensure the
accuracy of the Company's financial reporting, and ensure compliance with
applicable regulations. The scope of the review is based on reports submitted
by the internal audit department to the Audit Committee, which first evaluates
them and then makes recommendations to the Board. This review covers all
material control areas, including accounting, internal audit, financial reporting
function, functions related to the Company's ESG performance and reporting,
the professional competence of relevant functional department personnel and
employee training programs and budgets. The Board conducted a review of
the adequacy and effectiveness of the Group's risk management and internal
control systems, including all material controls, including financial, operational
and compliance controls in 2025 and the Company considers them effective

and adequate, and no material risks have been identified.

The compliance management center of the Group is established to act as the
management institution of risk management and internal control, responsible
for the evaluation of the establishment, optimisation and implementation
of internal control system throughout the industrial chain of the Group to
determine whether the internal control system of the Group is reasonably
designed, gives rise to risks and is implemented effectively, as well as
providing management support for the improvement and refinement of such
defects and risks identified, if any, in the process of evaluation. Meanwhile, the
compliance management center is also responsible for diagnosing material
risk control matters in each segment throughout the industrial chain of the
Group, analysing, assessing and selecting risk management object for review
so as to provide solutions to risk control and related requirements, and
tracking the progress and result of risk control for acceptance for the purpose
of effective risk management and control.
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During the year, each operating and management department of the Group
continued to work on system improvement and process optimisation to realise

the management goal in a more effective and consistent way.

The Group conducts risk management and internal control in different aspects
in line with different levels of corporate governance, and aims to implement
necessary adjustment, restriction, assessment and control measures to
enhance the economics, efficiency and effectiveness of the implementation
of the Group's operational goals, to keep the assets of the Group safe and
intact and to ensure the correctness and reasonableness of accounting data,
compliance with relevant laws, regulations and rules, and to use reasonable
endeavours to eliminate fraud or error in all operational procedures. All
employees are committed to continually enhancing the risk management and
internal control systems of the Company, tying such systems to our corporate
strategies as well as integrating such systems into our day-to-day operation.

With respect to the dissemination of inside information, the Group
acknowledges its responsibilities under the SFO, the Listing Rules and the
overriding principle that inside information should be announced as soon as
reasonably practicable. The Group has implemented and disclosed its policy on
fair disclosure by pursuing broad and non-exclusive distribution of information
to the public through channels such as financial reporting updates, public
announcements on the Stock Exchange's website and the Company’s website.
Unauthorised use of confidential or inside information is strictly prohibited
by the internal policies of the Group, and the Group has also established
and implemented procedures for responding to external enquiries about the
Group's affairs.

The Group maintains an internal audit function. Internal audit reports are
presented to and reviewed by the Audit Committee, who reports the findings
to the Board. Based on the assessment by the Audit Committee, senior
management members and the internal audit department, we did not identify
any material internal control flaw or deficit, nor was any major issue raised for

improvement, as at 31 December 2025.
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HANDLING AND DISSEMINATION OF INSIDE INFORMATION

The Group has formulated an internal Code on Information Disclosure (“Internal
Code’) to ensure the truthfulness, accuracy, completeness and timeliness of
information disclosure of the Group in accordance with the requirements of the
SFO and the Listing Rules. The Internal Code provides for detailed rules in the

following areas.

— basic principles of information disclosure

— duties of the parties responsible for information disclosure

— information that needs to be disclosed and the criteria thereof

— procedures for the circulation, review and disclosure of information
— confidentiality of the undisclosed information

— accountability and handling measures

— information communication system with investors, securities analysts

and the media, etc.

ANTI-CORRUPTION POLICY

The Company attaches great importance to the establishment of clean
governance and anti-corruption work. We have established management
systems and set up the discipline inspection department to implement various
requirements on anti-corruption work to strictly manage corruption issues
and ensure that every member of the Company does not go beyond the bottom
line of business ethics. The Company has enhanced its anti-corruption policy,
strictly prohibits the employees from accepting any form of rebates, agency
fees, facilitation fees and gifts, and strictly prohibits management personnel
from taking advantage of their positions to seek personal benefits for relatives
and specific related persons to prevent conflicts of interest. The Company
strengthens the supervision and inspection of high-risk nodes and fields,
encourages internal mutual supervision, and continues to carry out training to

deepen the awareness of integrity.
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Whistle-blowing Mechanism

The Group always upholds the practice of integrity and law-abiding spirit at
all levels. Employees are well aware of and acknowledge the importance of
anti-corruption. The Group has a well established whistle-blowing policy to
encourage and allow employees to raise concerns about possible improprieties
in matters of financial reporting, farm operation, corporate compliance, and
other malpractices at the earliest possible opportunity. Employees can raise
concerns, in confidence, about possible improprieties such as misconduct
and malpractice in any matter related to the Group with the audit committee/
a designated committee comprising a majority of independent non-executive
directors. Complaints received will be handled in a prompt and fair manner.
The policy aims at protecting the whistle-blowers from unfair dismissal,
victimisation, and unwarranted disciplinary actions. Anti-corruption trainings
are conducted annually for all farms and subsidiaries. During the year, all
employees have received anti-corruption training, including seminars, online
training, promotion of anti-corruption activities and self-evaluation. The Group
will review the mechanism and whistle-blowing policy annually and to ensure

its relevance and effectiveness.

Company Secretary

Mr. LI Kwok Fat acts as an authorised representative under Rule 3.05 of the
Listing Rules, the company secretary, and the process agent of the Company
for accepting services of process or notice on behalf of the Company in Hong
Kong as required under Part 16 of the Companies Ordinance (Chapter 622 of
the Laws of Hong Kong). Mr. LI is responsible for the provision of corporate
secretarial services, facilitation of the Board process, as well as communication

among Board members, management and Shareholders.

All Directors have access to the advice and service of Mr. LI to ensure that the
Board procedures, all applicable rules and regulations are properly complied
with. Mr. LI complied with the professional training requirements with Rule 3.29
of the Listing Rules during the financial year.
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External Auditor and its Emoluments

The Group's external auditor is Ernst & Young. For the years ended 31
December 2024 and 2025, the emoluments paid or payable for the audit and
non-audit services (including review and consultancy services) provided by

Ernst & Young was as follows:

TRERERBRE

S EB 2 BB B B =

AEBRIMNBZBEN R KRR EAT -

ECECNER T CRF T A=+
BIEFE - sk R a0 Rt MIEER RS
(BREHEAARE) EXNHENOBES
L

Audit Services EET RS
Non-audit Services IEE T ARTS
Total 4t

2025 2024
Amount Amount
(RMB) (RMB)
—Z-RE —EoF
ot G|
(AR¥T) (AE¥TT)
2,100,000 2,100,000
480,000 480,000
2,580,000 2,580,000

Communication with Shareholders and
Investors/Investor Relations

During the year, the Company has amended its shareholders’ communication
policy (“Shareholders’ Communication Policy”) setting out the principles of
the Company for Shareholders’ communications, with the objective to ensure
timely and accurate communication with its Shareholders.

The Company adopts a range of communication methods, such as formal
meetings including hybrid general meetings, reports and announcements,
circulars, various investor and analyst meetings as well as the Company's
website to ensure the Shareholders are kept well informed of the Group's key

business imperatives.

In addition, we have a dedicated investor relations email account for taking
enquiries and for receiving information requests from Shareholders (please
refer to page 118 of this annual report for more information).
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We assign dedicated staff members to maintain good relationships with
investors and regularly or occasionally communicate or coordinate with
institutional investors, with an aim to enhance communication and mutual
understanding in a timely manner. During the 2025, over 53 investor meetings
have been conducted. Such investors include the Company’s institutional
investor shareholders, and the Company’'s representatives include the Chief
Executive Officer, Chief Financial Officer, Chief Operating Officer and other
senior management members. We also update our investor relations website
in a timely manner, to ensure that the Shareholders and investors can have
timely access to and understanding of the Company's latest data, information
and reports. Our annual general meetings are effective forums for the
Shareholders to share their views with the Board. Shareholders are welcome

to attend the forthcoming annual general meeting.

Investors are welcomed to send their enquiries to our investor relations
department at zgsm@smorganic.cn or browse the Company's website (http://

www.shengmuorganicmilk.com) for the latest information of the Group.

The management will review the implementation and effectiveness of the
Shareholders’ Communication Policy annually. The Board and the Company
are of the view that the implementation and effectiveness of the Shareholders’
Communication Policy was adequate and effective for the year.

Procedures for Sending Enquiries to the
Board

Shareholders may send their enquiries requiring the Board's attention to the
Company Secretary at the Company’s principal office address at Room A, 32nd
Floor, COFCO Tower, 262 Gloucester Road, Causeway Bay, Hong Kong. The
Company Secretary will forward communications relating to matters within the

Board's purview to the Board.

Procedures for Putting Forward Proposals at
General Meetings

Shareholders are welcomed to suggest proposals relating to the operations,
strategy and/or management of the Group to be discussed at general meetings.
Proposals shall be sent to the Board by email at zgsm@smorganic.cn
(investors relations) or pursuant to the following address via personal delivery,
mail or courier to: Board of Directors, Room A, 32nd Floor, COFCO Tower,
262 Gloucester Road, Causeway Bay, Hong Kong (attention: Shareholders’
Communication Department) not later than: (a) 6 weeks before the annual
general meeting of the Company to which the request relates; or (b) if later,
when the notice of the annual general meeting is despatched.
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The request will be verified with the Company’'s Share Registrars and upon
their confirmation that the request is proper and in order, the Company
Secretary will request the Board of Directors to review the proposal. After
a thorough review of the submitted proposals, the Board may, in its sole
discretion, consider if such proposals are appropriate and shall be put forward
to the Shareholders for approval at next annual general meeting or at an
extraordinary general meeting to be convened by the Board, as appropriate,

and the Shareholders concerned will be advised of such outcome.

Procedures for Director’'s Nomination and
Election by Shareholders

If a Shareholder wishes to propose a person other than a retiring director for
election as a director at a general meeting, the Shareholder should lodge at
the Company's principal office address at Room A, 32nd Floor, COFCO Tower,
262 Gloucester Road, Causeway Bay, Hong Kong, (a) a written notice signed by
such Shareholder (other than the proposed person) duly qualified to attend and
vote at the meeting of his/her intention to propose such person for election;
and (b) a written notice by the proposed person indicating his/her willingness
to be elected together with the personal information of the proposed person as
required by Rule 13.51(2) of the Listing Rules and consent of publication of his/
her personal information. The period during which the aforesaid notice may be
given shall be at least seven days: such period will commence on the day after
the dispatch of the notice of general meeting and end no later than seven days
prior to the date of such general meeting. The Company would take appropriate
actions and make necessary arrangements, in the event a valid notice is

received.

Procedures for the Convening of
Extraordinary General Meetings by
Shareholders

General meetings may be convened on the written requisition of any one
or more members of the Company deposited at the principal office of the
Company in Hong Kong at Room A, 32nd Floor COFCO Tower, 262 Gloucester
Road, Causeway Bay, Hong Kong or, in the event the Company ceases to have
such a principal office, the registered office specifying the objectives of the
meeting and signed by the requisitionists, provided that such requisitionists
held as at the date of deposit of the requisition represent not less than one-
tenth of the paid-up capital of the Company which carries the right of voting at
general meetings of the Company.
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Ernst & Young

27/F, One Taikoo Place ?i%ﬁﬁﬁ%ﬁ%ﬁﬁ
979 King’s Road BB ERIREE 979 57
§i Quarry Bay, Hong Kong K —REE27iE

Independent auditor’s report

To the shareholders of China Shengmu Organic Milk Limited

(Incorporated in the Cayman Islands as an exempted company with limited
liability)

Opinion

We have audited the consolidated financial statements of China Shengmu
Organic Milk Limited (the "Company”) and its subsidiaries (the “Group”) set out
on pages 127 to 257, which comprise the consolidated statement of financial
position as at 31 December 2025, and the consolidated statement of profit or
loss, the consolidated statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated statement of cash flows
for the year then ended, and notes to the consolidated financial statements,
including material accounting policy information.

In our opinion, the consolidated financial statements give a true and fair view of
the consolidated financial position of the Group as at 31 December 2025, and of
its consolidated financial performance and its consolidated cash flows for the
year then ended in accordance with IFRS Accounting Standards as issued by
the International Accounting Standards Board ("IASB") and have been properly
prepared in compliance with the disclosure requirements of the Hong Kong
Companies Ordinance.

Basis for opinion

We conducted our audit in accordance with Hong Kong Standards on
Auditing ("HKSAs") as issued by the Hong Kong Institute of Certified Public
Accountants ("HKICPA"). Our responsibilities under those standards are further
described in the Auditor’'s responsibilities for the audit of the consolidated
financial statements section of our report. We are independent of the Group
in accordance with the HKICPA's Code of Ethics for Professional Accountants
(the "Code”), as applicable to audits of financial statements of public interest
entities. We have also fulfilled our other ethical responsibilities in accordance
with the Code. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.
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Key audit matters

Key audit matters are those matters that, in our professional judgement, were
of most significance in our audit of the consolidated financial statements of the
current period. These matters were addressed in the context of our audit of
the consolidated financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters. For
each matter below, our description of how our audit addressed the matter is

provided in that context.

We have fulfilled the responsibilities described in the Auditor's responsibilities
for the audit of the consolidated financial statements section of our report,
including in relation to these matters. Accordingly, our audit included the
performance of procedures designed to respond to our assessment of the risks
of material misstatement of the consolidated financial statements. The results
of our audit procedures, including the procedures performed to address the
matters below, provide the basis for our audit opinion on the accompanying

consolidated financial statements.
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Key audit matter

FRERER

Valuation of dairy cows hE1E

Biological assets of the Group, which represent dairy cows & £2025F 12831H EEBNEMWEEAARE
and beef cattle, were measured at fair value less costs to sell 3,354,046,0007C ° £ EEBRENFLAF  THRAFE
amounting to RMB3,354,046,000 as of 31 December 2025. BIHEERHE - EXBNNFREXETF  ERFRE
Dairy cows of the Group include milkable cows, heifers and 4 TV ELBES EEERMINZH - B EEE=
calves, which are raised for the purpose of producing raw Z/X AEEHEE - ARV BREVEENEREGLES
milk. Beef cattle are raised to three to six months old and then BB EE442.07% K ERGHFTTFLEREEN A FE
for sale. The fair value of biological assets as assessed by st ' HEEEBEEMEDEEN A FEYE QA RNE
management was significant to the Company's consolidated @B EHEAMSBEKX - R 2025F 12831 H EEEE
financial statements since (i) the carrying values of such ZEIINEFHEZERGIEEMEEETTHE

biological assets accounted for approximately 42.07% of the

total assets of the Group; and (ii) significant estimates were

involved in management's fair value assessment. Management

engaged an external valuation expert to assist in the valuation

of the biological assets as at 31 December 2025.

The accounting policies and disclosures for biological assets @I M BEEMEEMNHEEE R RLRE M IEHREH
are included in note 2.4 material accounting policies, note 3 2.4 EA @ FE | - Wit 3[EZ 25 HET R 1251 1 B
significant accounting judgements and estimates and note 17 3T 17 £WEE | -

biological assets to the consolidated financial statements.

How our audit addressed the key audit matter

BN ELNNEEREERSE

Valuation of dairy cows D41E
We assessed the objectivity, independence and competence of G EEBZEAINEGEZRNZTE N - BIZEX
the external valuation expert engaged by the Group. EEBEESD -

We evaluated the underlying basis and assumptions used by F IR EE R EMRAMNEBER LEBE - FalIERT
management. In particular, we assessed the assumptions HMIEFTHERHELERFARRERMEANRR - 21
applied to which the outcome of the valuation was most BREAPIFREMTISHNGEAER  AES T 2 RAHE
sensitive, including the estimated local market selling price BEKA « SEMPBAHNEBEDNE R EHRE DO BEET
of the relevant dairy cows, feed costs per kilogram of the {8 ° Bffilad 7T AW EE AN FENTE -

production of raw milk, daily milk yield at each lactation cycle

and local future market prices for raw milk. We checked the

computation of the fair value of biological assets.

We also assessed the adequacy of the Group's disclosures FFITMFFHEAEMEERNFEF=2ERNEEEEENT

relating to the fair value measurement of biological assets. D o
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Other information included in the Annual
Report

The directors of the Company are responsible for the other information. The
other information comprises the information included in the Annual Report,
other than the consolidated financial statements and our auditor’s report
thereon.

Our opinion on the consolidated financial statements does not cover the other

information and we do not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our
responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the consolidated
financial statements or our knowledge obtained in the audit or otherwise
appears to be materially misstated. If, based on the work we have performed,
we conclude that there is a material misstatement of this other information, we

are required to report that fact. We have nothing to report in this regard.

Responsibilities of the directors for the
consolidated financial statements

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

whether due to fraud or error.

In preparing the consolidated financial statements, the directors of the
Company are responsible for assessing the Group's ability to continue as a
going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the directors of the
Company either intend to liquidate the Group or to cease operations or have no

realistic alternative but to do so.

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

process.
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Auditor’s responsibilities for the audit of the
consolidated financial statements

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

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

As part of an audit in accordance with HKSAs, we exercise professional

judgement and maintain professional scepticism throughout the audit. We also:

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

internal control.

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

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

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

conditions may cause the Group to cease to continue as a going concern.

. Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the underlying

transactions and events in a manner that achieves fair presentation.

° Plan and perform the group audit to obtain sufficient appropriate
audit evidence regarding the financial information of the entities or
business units within the Group as a basis for forming an opinion on the
consolidated financial statements. We are responsible for the direction,
supervision and review of the audit work performed for purposes of the

group audit. We remain solely responsible for our audit opinion.

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

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence and
to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable,
actions taken to eliminate threats or safeguards applied.

BB RE
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Independent Auditor’s Report
BB HRE

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

be expected to outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent auditor’s
report is Wong Kwok Yin (practising certificate number: P05403).

Ernst & Young
Certified Public Accountants

Hong Kong
25 March 2026
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Consolidated Statement of Profit or Loss

mEEER

Year ended 31 December 2025 &2 20254 12 A 31 AIFF/ZE

Notes 2025 2024
By & 2025 2024 F
RMB’000 RMB'000
AREET T AREF T
REVENUE SHEWA 5 3,012,260 3,126,184
Cost of sales SHER AR (2,256,177) (2,200,294)
Gross profit EF 756,083 925,890
Loss arising from changes in fair value EMEEANFESEREE
less costs to sell of biological assets BEREAMNER 17 (775,669) (807,302)
Changes of financial guarantee contracts EEEREGHNES) (108) (81
Other income and gains N PN 5 207,136 70,960
Selling and distribution expenses SHE R HEMAX (58,698) (49,062)
Administrative expenses G (139,982) (152,565)
Provision/(reversal) of impairment losses ERMEBEZRE
on financial assets, net Eia e, (B ) F5 504 (149)
Other expenses Hix (319,988) (5,836)
Finance costs R & AR 7 (36,860) (47,456)
Share of profits and losses of associates LB E N E)I8 (3,474) 2,317
LOSS BEFORE TAX MRELAIE R 6 (371,056) (63,284)
Income tax expense FrS®if = 10 (1,970) (1,231)
LOSS FOR THE YEAR FREE (373,026) (64,515)
Attributable to: AT & IE LS -
Owners of the parent [SYNCSIETFEDN (373,396) (65,495)
Non-controlling interests FEERR R A 370 980
(373,026) (64,515)
LOSS PER SHARE ATTRIBUTABLE BAREBRERERA
TO ORDINARY EQUITY HOLDERS ELEERER
OF THE PARENT 12
Basic HAR (RMBO0.0450) (RMB0.0080)
(AE#0.04507T) (AR¥0.00807T)
Diluted #E (RMBO0.0450) (RMB0.0080)

(AE#0.04507T) (AR¥0.00807T)
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Consolidated Statement of Comprehensive Income

SEETHEWER

Year ended 31 December 2025 &= 20254 12 A 31 HIFF/Z

Note
FEE

LOSS FOR THE YEAR

OTHER COMPREHENSIVE INCOME
Other comprehensive income that

will not be reclassified to profit or loss

in subsequent periods:

Equity investments designated at
fair value through other
comprehensive income:
Changes in fair value

Net other comprehensive income
that will not be reclassified to
profit or loss in subsequent periods

OTHER COMPREHENSIVE INCOME
FOR THE YEAR, NET OF TAX

TOTAL COMPREHENSIVE INCOME FOR
THE YEAR

Attributable to:
Owners of the parent
Non-controlling interests

FREE

Hfp 2 HE W=
e RNERBRER

e A FERA
e e
HEAIRE
AFELD

2 HWERFE

FRHEMEEYE
HBRBIIR

FREEWSAEE
AN B IR -

(SYNCIE 2PN
IR R 2

21(a)

2025 2024
2025 F 2024 %
RMB’000 RMB'000
ARET T ARET T
(373,026) (64,515)
(2,000) (5,000)
(2,000) (5,000)
(2,000) (5,000)
(375,026) (69,515)
(375,396) (70,495)
370 980
(375,026) (69,515)
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Consolidated Statement of Financial Position

e B BIR R R

31 December 2025 20254 12 31 H

Notes 2025 2024
B &E 2025 2024 F
RMB’000 RMB'000
AR¥T T ARBETIT
NON-CURRENT ASSETS ERBEE
Property, plant and equipment ME - B N ERE 13 1,803,428 1,885,925
Right-of-use assets FRAEEE 14(a) 257,661 594,896
Other intangible assets HthmpEaE 15 22,209 23,285
Investments in associates REEE R RIRE 16 84,967 34,644
Biological assets EMEE 17 3,336,913 3,380,138
Other financial assets HEit e ph&iE 21 — 56,000
Cash and bank balances He MIRTTHES 22 52,223 368,058
Total non-current assets ERBEELRTE 5,557,401 6,342,946
CURRENT ASSETS REBEE
Inventories 5E 18 913,099 856,609
Biological assets EYEE 17 17,133 86,383
Trade receivables 5 WA 19 278,680 287,701
Prepayments, other receivables TERFOE - EfhEUGRIE
and other assets MEAMEE 20 88,328 64,400
Restricted bank deposits TR ERITIER 22 695 128,988
Cash and bank balances R MIRTTHES 22 1,117,533 697,225
Total current assets MEVEELRE 2,415,468 2,121,306
CURRENT LIABILITIES FBERE
Trade and bills payables B O RN FIBERENEE 23 1,700,839 1,649,760
Other payables and accruals HEMEMSRIERERER 24 201,455 304,565
Lease liabilities HERE 14(b) 17,025 17,036
Interest-bearing bank and other borrowings 5T 88877 & E (b & 5% 25 833,904 666,565
Tax payable JE(S R IE 437 1,227
Total current liabilities mEBEERE 2,753,660 2,639,153
NET CURRENT LIABILITIES FREBEE (338,192) (517,847)
TOTAL ASSETS LESS CURRENT LIABILITIES BAEERTEARE 5,219,209 5,825,099
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Consolidated Statement of Financial Position

Ra MR R

31 December 2025 20254 12 31 H

NON-CURRENT LIABILITIES

Lease liabilities

Interest-bearing bank and other borrowings

Deferred income

Total non-current liabilities

Net assets

EQUITY

Equity attributable to owners of the parent

Share capital

Treasury shares held under

share award scheme

Reserves

Non-controlling interests

Total equity

FRBEE
FHRIRIT REAMER
EIEWA

FRBRERE
FEE

g

[SENGIE LEPNE Ly £

[EZN

R 22/t &)
FAENEFRD

G

FEFE R =

RSB

Notes 2025 2024
B &E 2025 F 2024 4
RMB’000 RMB'000

ARET T ARET T

14(b) 24,704 41,587
25 1,377,288 1,607,720
26 12,116 —
1,414,108 1,649,307

3,805,101 4,175,792

28 69 69
29 (18,876) (43,754)
29 3,609,884 4,006,692
3,591,077 3,963,007

214,024 212,785

3,805,101 4,175,792

CHEN Yiyi
BR5—
Director

EZE
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ZHANG Jiawang
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Director
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Consolidated Statement of Changes in Equity
TMERDREERX

Year ended 31 December 2025 &2 2025 % 12 A 31 A IFF/Z

Attributable to owners of the parent

BATEEARE

Fair value

reserve of
financial
assets at fair

value through

Share Share-based other Exchange Non-
Share Treasury premium  Contributed payment  comprehensive Reserve fluctuation Retained controlling Total
Note capital shares account surplus reserve income funds reserve profits Total interests equity
RATEA
Afp2Eks
B2 nemAE

it R EERR  BOEE  RERR  NER ATERR  BRES EUBRE  REEA B FiRER  EsAR
RMBOOD  RMBOOD  RMBOOD  RMBOOD  RMBON RMBOOD  RMBOOD  RMBODO  RMBOOO  RMBODO  RMBOOD  RMBOID
ARRTR  ARETR ARBTT ARETR ARMTR  ARETT  ARETR  ARMTR  ARETR ARETR  ARETR  ARMTR

At1 January 2024 ROUEIATR 9 (76.887)  2368310¢ 90371 130409* (18162 669,287 18,417 463056 4023068 213187 4236285
Profit for the year EREF - - - - - - - - (65,495) (65,495) 980 64,515)
Other comprehensive loss for the year:  FREMZEER :
Changes in fair value of equity BRATEAEMZE

investments at fair value through BROEZRE

other comprehensive loss, net of tax ATESE  RREE _ _ _ - - (5,000 - - - (5,000) - (5,000)
Total comprehensive loss for the year A2 EFEEE - - - - - (5,000 - - (65,495) (70,495) 980 69,515)
Share Award Scheme O RE kil - - - - 2802 - - - - 2802 - 28022
Shares exercised under RERGEBETEORE

the Share Award Scheme - 33133 1150 - (34,283) - - - - - _ _
Dividend distribution REAE - - (17,588) - - - - - - (17,588) - (17,588)
Dividends paid to TR FHERRENRE

non-controlling shareholders - - - - - - - - - - (1,382 (1,382
Transfer from share option reserve BB BERIERE - - 95,558 - (95,558) - - - - - - -
Transfer from retained profits BRARDET - - - - - - 9,508 - (9.508) - - -
At 31 December 2024 R0UENANE 8 (43756 242430 490371 8590 (23162¢ 67879 16817 388051 3963007 2785 4175792

ANNUAL REPORT fFJE 54 2025 131



Consolidated Statement of Changes in Equity
TMEEREER

Year ended 31 December 2025 ZZ 2025 F 12 A 31 HIFF/E

Attributable to owners of the parent

BAAREARE

Fair value
reserve of
financial
assets at fair

value through

Share Share-based other Exchange Non-

Share Treasury premium  Contributed payment  comprehensive Reserve fluctuation Retained controlling Total
Note capital shares account surplus reserve loss funds reserve profits interests equity
RATERA
Efb2ERE
Rt 4&
st ke ERRft R BARE  XfBR NYERE  [EES EXRBER  REERA & FERREE  BREE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR  ARETR ARBTn ARMTR ARETR ARBTR  ARMTR ARBTR ARMTR ARETR ARETR ARETR

At 1 January 2025 RNBEIATE 69 (43,756) 2,427,430 490,371 28,590° (23162) 678,795 16,817 388,051 3,963,007 22,785 4175792
Proftfor the year ERER = = = = = = - - (133 (3733%) I (31302
Other comprehensive loss ENEHREEE:

for the year:

Changes in fair value of equity HATEHBALES
investments atfair value through AR M2 EMEH

other comprehensive ERRENATE
income, net of tax 28 MRHE = = = = = (2,000) = - = (2,000 = (2,000
Total comprehensive loss for the year EA2EEEEE - - - - - (2,000 - - (373,39¢)  (375,39) 370 (375,026)
Transfer to other financial assets ~ BERATEAEDZE
at fair value through other hEhEhsBEE
comprehensive income = = = = = 25,162 = - (25,162) - - -
Share Award Scheme OESRE! 30 - - - - 3,669 - - - - 3,669 - 3,669
Shares exercised under RERARBEORA
the Share Award Scheme = 24,878 (131) - (24,747) - - - - - - -
Dividends paid to T FEARRRNRE
non-controlling shareholders = = = = = = = = = = 869 869
Transfer from retained profits ERERERT - - - - - - 7033 - (7,033) - = =
Others Aft = = = = = = = = (203) (203) = (203)
At 31 December 2025 R0BE12A318 69 (18876)  2,427,29%* 490371 1512 - 685,828 16,817 (17,743F 3591077 214,024 3,805,101

# These reserve accounts comprise the consolidated reserves of RMB3,609,884,000 (2024:  # ZERERFPBEESRAVBRARANEGRSE
RMB4,006,692,000) in the consolidated statement of financial position. fEH#5 AR5 3,609,884,000 7T (2024 4F © AR
4,006,692,0007T) °
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Consolidated Statement of Cash Flows

Year ended 31 December 2025 &2 20254 12 A 31 AIFF/ZE

GERTRER

Notes 2025 2024
gz 2025 fF 2024 %F
RMB’000 RMB'000
AREET T AREFIT
CASH FLOWS FROM OPERATING ACTIVITIES &2 EEBFBIRERE
Loss before tax bR A ES 18 (371,056) (63,284)
Adjustments for: P
Loss arising from changes in fair value EMEEANTEES
less costs to sell of biological assets FHEBREANESER 17 775,669 807,302
Changes of financial guarantee contracts S EREHNED) 108 81
Finance costs BB 7 36,860 47,456
Lease interest HER B 1,759 4,800
Share of profits and losses of associates DIEEE A REE 16 3,474 (2,317)
Dividend income from financial BAFERT AHA
assets at fair value through other 2EKER
comprehensive income TREECRERA (4,980) —
Interest income F B WA 5 (28,281) (32,487)
Loss on disposal of items of property, HEWE - BER
plant and equipment RIEIEE EE 5 1,937 3,767
Loss on disposal of other intangible assets ~ HEEMEF EEMNEIE 5 — 110
Depreciation of property, Y - BERRETE
plant and equipment 6 124,369 121,803
Depreciation of right-of-use assets CREEENE 6 18,417 17,808
Amortisation of other intangible assets H iR & 6 2,605 1,527
Impairment of items of inventories GFEHEBRE 5 820 20,799
Impairments of prepaid TEfT A EFIE R A
land lease payments 14(a) 316,507 .
Reversal of litigations and claims FARREREE (45,796) .
Amortisation of deferred income RPN Fic (4,340) -
Impairment/(reversal) of loss SRV ERE,(BE)EE
on financial assets (504) 149
Share award expenses % 17 22BN 2 30 3,669 34,201
Foreign exchange differences, net HNE Z£ B HER 5 382 326
831,619 962,041
(Increase)/decrease in inventories FEEm S (57,310) 129.433
Decrease/(increase) in EMEERDY, (M) —RE
biological assets - current 31,697 (127,057)
Decrease in trade receivables g 5 e IE R/, 9,601 15,628
(Increase)/decrease in e RHEM L
deposits and other receivables FRIE () R A (22,384) 3,350
Decrease/(increase) in SRR FIRITEROR L, (1)
restricted bank deposits 113,293 (8,416)
Increase/(decrease) in Z S RNFIER
trade and bills payables FER R EIL A, ORi ) 73,683 (41,246)
Decrease in other payables and accruals Ha I sIERTERE AR (25,295) (23,698)
Increase in deferred income R E U A E D 16,456 -
Cash generated from operations KEEENRS 971,360 910,035
Interest received EFHE 5,379 6,202
Income tax paid BAFTSE (2,761) (4)
Net cash flows from operating activities LRSS NE T 973,978 916,233
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Consolidated Statement of Cash Flows

GERERNER

Year ended 31 December 2025 &2 20254 12 A 31 HIFF/Z

CASH FLOWS FROM INVESTING ACTIVITIES

Purchases of items of property,
plant and equipment

Additions to prepaid land lease payments

Additions to other intangible assets

Payments for breeding calves and heifers

Proceeds from disposal of biological assets

Proceeds from disposal of items of property,
plant and equipment

Increase in other financial assets-
entrusted loans

Increase in other financial assets-other
debt investments

Proceeds from disposal of a subsidiary in
prior period

Investment in an associate

Interest received

Proceeds from disposal of financial assets
at fair value through profit or loss

Placement of term deposits with original
maturity over three months

Dividends received from financial assets at
fair value through other
comprehensive income

Dividends received from an associate

Net cash flows used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

New bank loans

Repayment of bank loans

Withdrawal of pledged deposits

Placement of pledged deposits

Principal portion of lease payments

Interest of lease payments

Dividends paid to non-controlling
shareholders

Dividends paid

Interest paid

Net cash flows (used in)/from
financing activities

REZSMBHRSRE
BEME - BERREEAEE

5778 {9 + R AR
SR E A A
FREE R BRI
YA B S 50R
HENE - BE R
SR B SR
E A BE AR —
ERER
Hip e RA RN -
HApfERRE
SABTERRI & — S
B B 25 R P13 3R
R— R A RIR A
EIFLE
e R A A A RS
SREEZ PSR
N EE P
=MANTEHER
BMIRATEHALMEE
st S AR 2 I8

Bl — e RS
BREERDMARSREFR

REZHBABHRSRE
FIBERITRER
BERITEK
REERER
FAERER
HENZOAEED
HEMFHME

B T IR AR RS

RARE )

BERFHE

BMEEE (A5
RenE s

Notes 2025 2024
Ff 2025 & 2024 F
RMB’000 RMB'000
AREET T ARETFIT

(169,802) (234,511)

— (2,818)

(6) (400)

(1,076,172) (1,160,712)
451,932 342,238
997 9,556
(100,000) —
(20,395) —

— 15,000

— (9,800)

6,628 7,023
120,395 130,000

120,811 (63,252)
4,980 —

— 825

(660,632) (966,851)
3,009,381 2,957,869
(3,072,474) (2,814,823)
15,000 48,211

— (20,000)

(15,877) (15,242)
(1,759) (542)

— (512)

(587) (16,872)
(37,524) (52,028)
(103,840) 86,061
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Consolidated Statement of Cash Flows

GERERER

Year ended 31 December 2025 #Z 2025 12 831 HIFF/ZE

NET INCREASE IN
CASH AND CAS EQUIVALENTS
Cash and cash equivalents at
beginning of year
Effect of foreign exchange rate changes, net

CASH AND CASH EQUIVALENTS AT
END OF YEAR

Cash and cash equivalents as stated
in the statement of financial position
Cash and bank balances
Less: restricted bank deposits and term
deposits with original maturity
over three months

RekBReEEY
KEINFEE
FURERREFED

[EREB MR EFE

FRAESMREFEY

RUBRAKR 2R S

MR EEY

e RIRTTHER

o SR BIRIT RN
[RE|H H B8
=& A & E #fF R

Notes 2025 2024
Ff 2025 & 2024 F
RMB’000 RMB'000

AREET T ARETFIT

209,506 35,443

430,574 395,457
(382) (326)

22

639,698 430,574

1,170,451 1,194,271
(530,753) (763,697)

639,698 430,574
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Notes to Financial Statements

B 7% 3 3R B RE

31 December 2025 20254F 12 431 H

1. CORPORATE AND GROUP INFORMATION

The Company is an exempted company incorporated in the Cayman
Islands with limited liability. The registered office address of the
Company is P.0. Box 309, Ugland House, Grand Cayman, KY1-1104,
Cayman Islands.

The Company is an investment holding company. During the year, the
Company's subsidiaries were primarily engaged in the production and
distribution of raw milk in the People’s Republic of China (the “PRC").

INFORMATION ABOUT SUBSIDIARIES

Particulars of the Company's principal subsidiaries are as follows:

Place of
registration and Registered

business share capital

AR AR A

AMRERBE

1. 2EIREBER

RRARR—RERFASESEMAZE
BHRENBER A - ARAH M
#% 2= R 4k A P.0. Box 309, Ugland
House, Grand Cayman, KY1-1104,
Cayman Islands °

ARBB—EREZERRA - RAF
B ARBNMBRBAETEEFEA
RAMB(THEDREEERDHR
K

BEENBARNER
AAREEZMBRRNFBENOT

Percentage of equity
attributable to
the Company
RARELERER DL

Principal
activities

Inner Mongolia Shengmu High-tech
Farming Co., Ltd.
("Shengmu High-tech”)* (note (i))
AR EERERERR AR
(MEEHEBHD (BIFE ()

Inner Mongolia Shengmu Holding
Co., Ltd. ("Shengmu Holding")*
(note (i)

AR ERERAR LA
(MEEHUZRR 1) (BTEE (i)

Bayannur Shengmu Pangu Farming
Co., Ltd. ("Shengmu Pangu”)*

EE=mmERRLRE
BREERAR(TEHRES])

PRC/
Chinese mainland

REL BN

PRC/
Chinese mainland

REL BN

PRC/
Chinese mainland

R B A

RMB
1,088,700,000

ARE
1,088,700,000 7T

RMB
240,000,000

ARE
240,000,000 7T

RMB
80,000,000

ARE
80,000,000 7T

Direct

BE

Indirect

B3

100

100

55

Production and
distribution of
raw milk

HER

Production and
distribution

of raw milk
EER

Production and
distribution

of raw milk
FER
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1.

2.

Notes to Financial Statements

CORPORATE AND GROUP INFORMATION

(continued)

INFORMATION ABOUT SUBSIDIARIES (Continued)

#

The English names of these companies represent the best effort made by the
management of the Company to directly translate their Chinese names as these
companies did not register any official English names.

Note:

(i) The entity was registered as a foreign investment enterprise under PRC law.

The above table lists the subsidiaries of the Company which, in the
opinion of the directors, principally affected the results for the year
or formed a substantial portion of the net assets of the Group. To give
details of other subsidiaries would, in the opinion of the directors, result

in particulars of excessive length.

ACCOUNTING POLICIES

2.1 BASIS OF PREPARATION

The financial statements have been prepared in accordance with
IFRS Accounting Standards (which include all International Financial
Reporting Standards, International Accounting standards ("IASs”) and
Interpretations) as issued by the International Accounting Standards
Board ("IASB”) and the disclosure requirements of the Hong Kong
Companies Ordinance. They have been prepared under the historical
cost convention, except for certain biological assets and financial assets
at fair value through other comprehensive income, which have been
measured at fair value. These financial statements are presented in
Renminbi (“RMB") and all values are rounded to the nearest thousand
except when otherwise indicated.

BASIS OF CONSOLIDATION

The consolidated financial statements include the financial statements
of the Company and its subsidiaries (collectively referred to as the
“Group”) for the year ended 31 December 2025. A subsidiary is an entity
(including a structured entity), directly or indirectly, controlled by the
Company. Control is achieved when the Group is exposed, or has rights,
to variable returns from its involvement with the investee and has the
ability to affect those returns through its power over the investee (i.e.,
existing rights that give the Group the current ability to direct the relevant
activities of the investee).

1.

B 75 #R AR MY &

37 December 2025 20254 12 431 H

NAIREBER @

EENBARNER (&)

Y BERANEXEBANANEEER
SRS AT HR X EBEITOEED
2 BARSATLEEMETERD
ESSTB

()  ZERREPEZXZEIM/IIEERED
£

ERIHEERREIEZELAFESR
AABRAREEEFETRI DN
ARFBMBLE - EFZRR/IEHEM
fERRFBREERREETE

SETBE

mELEXE
ZEPHRERIIRIBEE R @5 ERE
Ze((ERerERESE ) RHH
BRI 15 s & R E R (B YR A B
MR EEL - BREEN(TRE
SRR ) KR REB R REGIH
BEMERE - ZFHHRERIIRE
ELRAERE - ERAFEE
METEMEERRAFE AR
PHPENEBEERI - BRR B
BRIN ZFEMBHREAARETAR
WDIR - MABBEDHBERE
ATE TR -

mEERE
FEMBREBREARARTRAEMBR
A AIAEE]) B E2025512
A3 BLEFENMBEERE - WERQF]
RARNTIEZENEEEFNER(BE
HEEMER) EASEHLEREY
S EKR T B O RAER S S = B E
FILA R gE BRI EE R D (Hln
AEBEEETHREAEERNAETEREY
SABEHNRFEN) P EZE0W
By - BUER{SIE S -

ANNUAL REPORT F[Z 3R 2025

137



138

Notes to Financial Statements

B 7% ¥R 2R MY
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2. ACCOUNTING POLICIES (continued)
2.1 BASIS OF PREPARATION (continvea)

BASIS OF CONSOLIDATION (Continued)

Generally, there is a presumption that a majority of voting rights results
in control. When the Company has less than a majority of the voting
or similar rights of an investee, the Group considers all relevant facts
and circumstances in assessing whether it has power over an investee,

including:

(a)  the contractual arrangement with the other vote holders of the

investee;

(b)  rights arising from other contractual arrangements; and

(c)  the Group's voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared for the same
reporting period as the Company, using consistent accounting policies.
The results of subsidiaries are consolidated from the date on which the
Group obtains control, and continue to be consolidated until the date that
such control ceases.

Profit or loss and each component of other comprehensive income
are attributed to the owners of the parent of the Group and to the non-
controlling interests, even if this results in the non-controlling interests
having a deficit balance. All intra-group assets and liabilities, equity,
income, expenses and cash flows relating to transactions between

members of the Group are eliminated in full on consolidation.

The Group reassesses whether or not it controls an investee if facts and
circumstances indicate that there are changes to one or more of the
three elements of control described above. A change in the ownership
interest of a subsidiary, without a loss of control, is accounted for as an
equity transaction.
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Notes to Financial Statements

2. ACCOUNTING POLICIES (continued)
2.1 BASIS OF PREPARATION (continvea)

BASIS OF CONSOLIDATION (Continued)

If the Group loses control over a subsidiary, it derecognises the related
assets (including goodwill), liabilities, any non-controlling interest and
the exchange fluctuation reserve; and recognises the fair value of any
investment retained and any resulting surplus or deficit in profit or
loss. The Group's share of components previously recognised in other
comprehensive income is reclassified to profit or loss or retained profits,
as appropriate, on the same basis as would be required if the Group had

directly disposed of the related assets or liabilities.

GOING CONCERN BASIS

The Group had net current liabilities of RMB338,192,000 as at 31
December 2025 (2024: net current liabilities of RMB517,847,000). In view
of the net current liabilities position, the board of directors has given
careful consideration to the future liquidity and performance of the Group
and its available sources of finance in assessing whether the Group will

have sufficient financial resources to continue as a going concern.

Having considered the unutilised banking facilities and cash flow
projections for the year ending 31 December 2026, the directors are
satisfied that the Group is able to meet in full its financial obligations as
they fall due for the foreseeable future. Accordingly, the directors have
prepared the consolidated financial statements on a going concern basis.
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2. ACCOUNTING POLICIES (continued)
2.2 CHANGES IN ACCOUNTING POLICIES AND

DISCLOSURES

The Group has adopted amendments to IAS 21 Lack of Exchangeability
for the first time for the current year's financial statements. The Group
has not early adopted any other standard or amendment that has been
issued but is not yet effective.

Amendments to IAS 21 specify how an entity shall assess whether a
currency is exchangeable into another currency and how it shall estimate
a spot exchange rate at a measurement date when exchangeability is
lacking. The amendments require disclosures of information that enable
users of financial statements to understand the impact of a currency not
being exchangeable. As the currencies that the Group had transacted in
and the functional currencies of overseas subsidiaries, joint ventures and
associates for translation into the Group's presentation currency were
exchangeable, the amendments did not have any impact on the Group's

financial statements.

In addition, the IASB has issued amendments to Illustrative Examples
on IFRS 7, IFRS 18, IAS 1, IAS 8, IAS 36 and IAS 37 Disclosures about
Uncertainties in the Financial Statements, which added illustrative
examples in the corresponding IFRS Accounting Standards. These
examples reflect existing requirements in the corresponding IFRS
Accounting Standards to report the effects of uncertainties in the
financial statements using climate-related examples. Therefore, the
amendments do not have an effective date or transitional provisions,
the amendments did not have any impact on the Group's financial
statements.
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Notes to Financial Statements

2. ACCOUNTING POLICIES (continued)

2.3ISSUED BUT NOT YET EFFECTIVE IFRS
ACCOUNTING STANDARDS

The Group has not applied the following new and amended IFRS
Accounting Standards, that have been issued but are not yet effective,
in these financial statements. The Group intends to apply these new and
amended IFRS Accounting Standards, if applicable, when they become
effective.

B 75 #R AR MY &

37 December 2025 20254 12 A 31 H

2. ST BE
2. 30 JEMEERERDN

B B 7 5 o
A

AEBYARRZENBRRPERT
I E BB R R R AT R AR E R
BB s &5 2R - REEHR
ZEFR] MMERT BB B T s & 5t
R (A8 ) A R B R ax 5 AR -

IFRS 18

IFRS 19 and its

amendments

Amendments to IFRS 9
and IFRS 7

Amendments to IFRS 9
and IFRS 7

Amendments to IFRS 10
and IAS 28

Amendments to IAS 21

Annual Improvements
to IFRS Accounting

Standards — Volume 117

Presentation and Disclosure in

Financial Statements?

Subsidiaries without Public
Accountability: Disclosures?

Amendments to the Classification and

Measurement of Financial Instruments’

Contracts Referencing Nature-dependent
Electricity’

Sale or Contribution of Assets between an
Investor and its Associate

or Joint Venture?

Translation to a Hyperinflationary
Presentation Currency?

Amendments to IFRS 1, IFRS 7,
IFRS 9, IFRS 10 and IAS 7'

! Effective for annual periods beginning on or after 1 January 2026

2

Effective for annual/reporting periods beginning on or after 1 January 2027

3 No mandatory effective date yet determined but available for adoption
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2. ACCOUNTING POLICIES (continued)
2.3ISSUED BUT NOT YET EFFECTIVE IFRS

ACCOUNTING STANDARDS (continvea)

Further information about those IFRS Accounting Standards that are
expected to be applicable to the Group is described below.

IFRS 18 replaces IAS 1 Presentation of Financial Statements. While a
number of sections have been brought forward from IAS 1 with limited
changes, IFRS 18 introduces new requirements for presentation within
the statement of profit or loss, including specified totals and subtotals.
Entities are required to classify all income and expenses within the
statement of profit or loss into one of the five categories: operating,
investing, financing, income taxes and discontinued operations and to
present two new defined subtotals. It also requires disclosures about
management-defined performance measures in a single note and
introduces enhanced requirements on the grouping (aggregation and
disaggregation) and the location of information in both the primary
financial statements and the notes. Some requirements previously
included in IAS 1 are moved to IAS 8 Accounting Policies, Changes in
Accounting Estimates and Errors, which is renamed as IAS 8 Basis of
Preparation of Financial Statements. As a consequence of the issuance
of IFRS 18, limited, but widely applicable, amendments are made to
IAS 7 Statement of Cash Flows, |AS 33 Earnings per Share and IAS 34
Interim Financial Reporting. In addition, there are minor consequential
amendments to other IFRS Accounting Standards. IFRS 18 and the
consequential amendments to other IFRS Accounting Standards are
effective for annual periods beginning on or after 1 January 2027 with
earlier application permitted. Retrospective application is required. The
Group is currently analysing the new requirements and assessing the
impact of IFRS 18 on the presentation and disclosure of the Group’'s
financial statements.
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Notes to Financial Statements

2. ACCOUNTING POLICIES (continued)
2.3ISSUED BUT NOT YET EFFECTIVE IFRS

ACCOUNTING STANDARDS (continued)

IFRS 19 allows eligible entities to elect to apply reduced disclosure
requirements while still applying the recognition, measurement and
presentation requirements in other IFRS Accounting Standards. To be
eligible, at the end of the reporting period, an entity must be a subsidiary
as defined in IFRS 10 Consolidated Financial Statements, cannot have
public accountability and must have a parent (ultimate or intermediate)
that prepares consolidated financial statements available for public use
which comply with IFRS Accounting Standards. IFRS 19 was amended
in 2025 to (i) remove disclosure objectives from IFRS 19; (ii) reduce
the disclosure requirements relating to supplier finance arrangements
and a specific class of financial liabilities; and (iii) replace disclosure
requirements relating to management-defined performance measures
with a cross-reference to IFRS 18 for entities that use these measures.
Earlier application is permitted. As the Company is a listed company, it
is not eligible to elect to apply IFRS 19 and its amendments. Some of the
Company'’s subsidiaries are considering the application of IFRS 19 and its

amendments in their specified financial statements.
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31 December 2025 20254 12 531 H

2. ACCOUNTING POLICIES (continued)
2.3ISSUED BUT NOT YET EFFECTIVE IFRS

ACCOUNTING STANDARDS (continvea)

Amendments to IFRS 9 and IFRS 7 Amendments to the Classification
and Measurement of Financial Instruments clarify the date on which
a financial asset or financial liability is derecognised and introduce
an accounting policy option to derecognise a financial liability that is
settled through an electronic payment system before the settlement
date if specified criteria are met. The amendments clarify how to
assess the contractual cash flow characteristics of financial assets
with environmental, social and governance and other similar contingent
features. Moreover, the amendments clarify the requirements for
classifying financial assets with non-recourse features and contractually
linked instruments. The amendments also include additional disclosures
for investments in equity instruments designated at fair value through
other comprehensive income and financial instruments with contingent
features. The amendments shall be applied retrospectively with an
adjustment to opening retained profits (or other component of equity)
at the initial application date. Prior periods are not required to be
restated and can only be restated without the use of hindsight. Earlier
application of either all the amendments at the same time or only the
amendments related to the classification of financial assets is permitted.
The amendments are not expected to have any significant impact on the
Group's financial statements.

Amendments to IFRS 9 and IFRS 7 Contracts Referencing Nature-
dependent Electricity clarify the application of the “own-use”
requirements for in-scope contracts and amend the designation
requirements for a hedged item in a cash flow hedging relationship for
in-scope contracts. The amendments also include additional disclosures
that enable users of financial statements to understand the effects
these contracts have on an entity's financial performance and future
cash flows. The amendments relating to the own-use exception shall
be applied retrospectively. Prior periods are not required to be restated
and can only be restated without the use of hindsight. The amendments
relating to the hedge accounting shall be applied prospectively to new
hedging relationships designated on or after the date of initial application.
Earlier application is permitted. The amendments to IFRS 9 and IFRS 7
shall be applied at the same time. The amendments are not expected to

have any significant impact on the Group's financial statements.
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Notes to Financial Statements

2. ACCOUNTING POLICIES (continued)
2.3ISSUED BUT NOT YET EFFECTIVE IFRS

ACCOUNTING STANDARDS (continvea)

Amendments to IFRS 10 and IAS 28 address an inconsistency between
the requirements in IFRS 10 and in IAS 28 in dealing with the sale or
contribution of assets between an investor and its associate or joint
venture. The amendments require a full recognition of a gain or loss
resulting from a downstream transaction when the sale or contribution
of assets constitutes a business. For a transaction involving assets that
do not constitute a business, a gain or loss resulting from the transaction
is recognised in the investor's profit or loss only to the extent of the
unrelated investor's interest in that associate or joint venture. The
amendments are to be applied prospectively. The previous mandatory
effective date of amendments to IFRS 10 and IAS 28 was removed by the
IASB. However, the amendments are available for adoption now.

Amendments to IAS 21 Translation to a Hyperinflationary Presentation
Currency require the translation from a non-hyperinflationary functional
currency into a hyperinflationary presentation currency at the closing
rate. The amendments also require an entity whose functional currency
and presentation currency are the currency of a hyperinflationary
economy to restate the comparative amounts of a foreign operation
whose functional currency is that of a non-hyperinflationary economy,
by applying the general price index, in accordance with paragraph 34 of
IAS 29 Financial Reporting in Hyperinflationary Economies, to the foreign
operation's comparative figures. The amendments introduce certain
additional disclosures. Earlier application is permitted. The amendments
are not expected to have any significant impact on the Group's financial

statements.
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2. ACCOUNTING POLICIES (continued)

2.3ISSUED BUT NOT YET EFFECTIVE IFRS
ACCOUNTING STANDARDS (continvea)

Annual Improvements to IFRS Accounting Standards — Volume 11 set
out amendments to IFRS 1, IFRS 7 (and the accompanying Guidance
on implementing IFRS 7), IFRS 9, IFRS 10 and IAS 7. Details of the
amendments that are expected to be applicable to the Group are as

follows:

. IFRS 7 Financial Instruments: Disclosures: The amendments
have updated certain wording in paragraph B38 of IFRS 7 and
paragraphs IG1, IG14 and IG20B of the Guidance on implementing
IFRS 7 for the purpose of simplification or achieving consistency
with other paragraphs in the standard and/or with the concepts and
terminology used in other standards. In addition, the amendments
clarify that the Guidance on implementing IFRS 7 does not
necessarily illustrate all the requirements in the referenced
paragraphs of IFRS 7 nor does it create additional requirements.
Earlier application is permitted. The amendments are not expected

to have any significant impact on the Group's financial statements.

° IFRS 9 Financial Instruments: The amendments clarify that
when a lessee has determined that a lease liability has been
extinguished in accordance with IFRS 9, the lessee is required to
apply paragraph 3.3.3 of IFRS 9 and recognise any resulting gain
or loss in profit or loss. However, the amendments do not address
how a lessee distinguishes between a lease modification as defined
in IFRS 16 and an extinguishment of a lease liability in accordance
with IFRS 9. In addition, the amendments have updated certain
wording in paragraph 5.1.3 of IFRS 9 and Appendix A of IFRS 9 to
remove potential confusion. Earlier application is permitted. The
amendments are not expected to have any significant impact on

the Group's financial statements.
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Notes to Financial Statements

2. ACCOUNTING POLICIES (continued)

2.3ISSUED BUT NOT YET EFFECTIVE IFRS
ACCOUNTING STANDARDS (continued)

. IFRS 10 Consolidated Financial Statements: The amendments
clarify that the relationship described in paragraph B74 of IFRS
10 is just one example of various relationships that might exist
between the investor and other parties acting as de facto agents of
the investor, which removes the inconsistency with the requirement
in paragraph B73 of IFRS 10. Earlier application is permitted. The
amendments are not expected to have any significant impact on

the Group's financial statements.

° IAS 7 Statement of Cash Flows: The amendments replace the term
“cost method” with “at cost” in paragraph 37 of IAS 7 following the
prior deletion of the definition of "cost method". Earlier application
is permitted. The amendments are not expected to have any impact
on the Group's financial statements.

2.4 MATERIAL ACCOUNTING POLICIES
INVESTMENTS IN ASSOCIATES

An associate is an entity in which the Group has a long term interest of
generally not less than 20% of the equity voting rights and over which it
has significant influence. Significant influence is the power to participate
in the financial and operating policy decisions of the investee, but is not

control or joint control over those policies.

The Group's investments in associates are stated in the consolidated
statement of financial position at the Group's share of net assets
under the equity method of accounting, less any impairment losses.
Adjustments are made to bring into line any dissimilar accounting

policies that may exist.
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Notes to Financial Statements
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31 December 2025 20254 12 531 H

2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICIES (continvea)

INVESTMENTS IN ASSOCIATES (Continued)

The Group's share of the post-acquisition results and other
comprehensive income of associates is included in the consolidated
statement of profit or loss and consolidated statement of comprehensive
income, respectively. In addition, when there has been a change
recognised directly in the equity of the associate, the Group recognises
its share of any changes, when applicable, in the consolidated statement
of changes in equity. Unrealised gains and losses resulting from
transactions between the Group and its associates are eliminated to
the extent of the Group's investments in the associates, except where
unrealised losses provide evidence of an impairment of the assets
transferred. Goodwill arising from the acquisition of associates is
included as part of the Group's investments in associates.

When an investment in an associate is classified as held for sale, it is
accounted for in accordance with IFRS 5 Non-current Assets Held for

Sale and Discontinued Operations

BUSINESS COMBINATIONS AND GOODWILL
Business combinations are accounted for using the acquisition method.

The consideration transferred is measured at the acquisition date fair
value which is the sum of the acquisition date fair values of assets
transferred by the Group, liabilities assumed by the Group to the former
owners of the acquiree and the equity interests issued by the Group in
exchange for control of the acquiree. For each business combination,
the Group elects whether to measure the non-controlling interests in
the acquiree at fair value or at the proportionate share of the acquiree’s
identifiable net assets. All other components of non-controlling interests
are measured at fair value. Acquisition-related costs are expensed as

incurred.

The Group determines that it has acquired a business when the acquired
set of activities and assets includes an input and a substantive process
that together significantly contribute to the ability to create outputs.
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Notes to Financial Statements

2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICIES (continvea)

BUSINESS COMBINATIONS AND GOODWILL (Continued)

When the Group acquires a business, it assesses the financial assets
and liabilities assumed for appropriate classification and designation
in accordance with the contractual terms, economic circumstances
and pertinent conditions as at the acquisition date. This includes the

separation of embedded derivatives in host contracts of the acquiree.

If the business combination is achieved in stages, the previously
held equity interest is remeasured at its acquisition date fair value
and any resulting gain or loss is recognised in profit or loss or other
comprehensive income, as appropriate.

Any contingent consideration to be transferred by the acquirer is
recognised at fair value at the acquisition date. Contingent consideration
classified as an asset or liability is measured at fair value with changes
in fair value recognised in profit or loss. Contingent consideration that
is classified as equity is not remeasured and subsequent settlement is

accounted for within equity.

Goodwill is initially measured at cost, being the excess of the aggregate
of the consideration transferred, the amount recognised for non-
controlling interests and any fair value of the Group's previously held
equity interests in the acquiree over the identifiable net assets acquired
and liabilities assumed. If the sum of this consideration and other items
is lower than the fair value of the net assets acquired, the difference is,
after reassessment, recognised in profit or loss as a gain on bargain
purchase.

After initial recognition, goodwill is measured at cost less any
accumulated impairment losses. Goodwill is tested for impairment
annually or more frequently if events or changes in circumstances
indicate that the carrying value may be impaired. The Group performs its
annual impairment test of goodwill as at 31 December. For the purpose
of impairment testing, goodwill acquired in a business combination
is, from the acquisition date, allocated to each of the Group's cash-
generating units, or groups of cash-generating units, that are expected
to benefit from the synergies of the combination, irrespective of whether
other assets or liabilities of the Group are assigned to those units or

groups of units.
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Notes to Financial Statements
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31 December 2025 20254 12 531 H

2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICIES (continvea)

2. BT R
2LEREFTTHR 2

BUSINESS COMBINATIONS AND GOODWILL (Continued)

Impairment is determined by assessing the recoverable amount of
the cash-generating unit (group of cash-generating units) to which the
goodwill relates. Where the recoverable amount of the cash-generating
unit (group of cash-generating units) is less than the carrying amount,
an impairment loss is recognised. An impairment loss recognised for

goodwill is not reversed in a subsequent period.

Where goodwill has been allocated to a cash-generating unit (or group
of cash-generating units) and part of the operation within that unit is
disposed of, the goodwill associated with the operation disposed of is
included in the carrying amount of the operation when determining the
gain or loss on the disposal. Goodwill disposed of in these circumstances
is measured based on the relative value of the operation disposed of and
the portion of the cash-generating unit retained.

FAIR VALUE MEASUREMENT
The Group measures its biological assets and agricultural produce at

fair value less costs to sell at the end of each reporting period. Fair value
is the price that would be received to sell an asset or paid to transfer
a liability in an orderly transaction between market participants at
the measurement date. The fair value measurement is based on the
presumption that the transaction to sell the asset or transfer the liability
takes place either in the principal market for the asset or liability, or in
the absence of a principal market, in the most advantageous market for
the asset or liability. The principal or the most advantageous market
must be accessible by the Group. The fair value of an asset or a liability
is measured using the assumptions that market participants would use
when pricing the asset or liability, assuming that market participants act
in their economic best interest.

A fair value measurement of a non-financial asset takes into account
a market participant’'s ability to generate economic benefits by using
the asset in its highest and best use or by selling it to another market

participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the
circumstances and for which sufficient data are available to measure fair
value, maximising the use of relevant observable inputs and minimising

the use of unobservable inputs.
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Notes to Financial Statements
B 7 3 3% B &%
31 December 2025 20254F 12 A 31 H
2. 5T E
2.LEREFTHE =

2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICIES (continvea)

FAIR VALUE MEASUREMENT (Continued)

All assets and liabilities for which fair value is measured or disclosed in
the financial statements are categorised within the fair value hierarchy,
described as follows, based on the lowest level input that is significant to

DNFEFEE)

PRERMBRERPIEXHELFE
MEBEENRAE  JHIREBREB R FER
EMEBEANREEGABENSR

the fair value measurement as a whole: ETHMAFERX

Level 1 -~ based on quoted prices (unadjusted) in active markets F—E — HAHNEELZBER
for identical assets or liabilities E RS K TS R (E

(RE&AE)

Level 2 —  based on valuation techniques for which the lowest level F-RE - [HERTAERHEA
input that is significant to the fair value measurement is FEFEMSBEX
observable, either directly or indirectly HEEERASED

AHEESEEE R
2

Level3 - based on valuation techniques for which the lowest level F£= - HEERNmAEAYEA
input that is significant to the fair value measurement is TEFEMEBER
unobservable MEEERAZSETD

TR R

For assets and liabilities that are recognised in the financial statements
on a recurring basis, the Group determines whether transfers have
occurred between levels in the hierarchy by reassessing categorisation
(based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period.
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Notes to Financial Statements

B 7% ¥R 2R MY

31 December 2025 20254 12 531 H

2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICIES (continvea)

IMPAIRMENT OF NON-FINANCIAL ASSETS

Where an indication of impairment exists, or when annual impairment
testing for an asset is required (other than inventories, deferred tax
assets, financial assets, and non-current assets), the assets’ recoverable
amount is estimated. An assets’ recoverable amount is the higher of the
asset's or cash-generating unit's value in use and its fair value less costs
of disposal, and is determined for an individual asset, unless the asset
does not generate cash inflows that are largely independent of those
from other assets or groups of assets, in which case the recoverable
amount is determined for the cash-generating unit to which the asset
belongs.

In testing a cash-generating unit for impairment, a portion of the carrying
amount of a corporate asset (e.g., a headquarters building) is allocated to
an individual cash-generating unit if it can be allocated on a reasonable
and consistent basis or, otherwise, to the smallest group of cash-
generating units.

An impairment loss is recognised only if the carrying amount of an asset
exceeds its recoverable amount. In assessing value in use, the estimated
future cash flows are discounted to their present value using a pre-
tax discount rate that reflects current market assessments of the time
value of money and the risks specific to the asset. An impairment loss is
charged to profit or loss in the period in which it arises in those expense
categories consistent with the function of the impaired asset.
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2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICIES (continvea)

IMPAIRMENT OF NON-FINANCIAL ASSETS (Continued)

An assessment is made at the end of each reporting period as to whether
there is an indication that previously recognised impairment losses may
no longer exist or may have decreased. If such an indication exists, the
recoverable amount is estimated. A previously recognised impairment
loss of an asset other than goodwill is reversed only if there has been a
change in the estimates used to determine the recoverable amount of
that asset, but not to an amount higher than the carrying amount that
would have been determined (net of any depreciation/amortisation)
had no impairment loss been recognised for the asset in prior years. A
reversal of such an impairment loss is credited to profit or loss in the
period in which it arises, unless the asset is carried at a revalued amount,
in which case the reversal of the impairment loss is accounted for in
accordance with the relevant accounting policy for that revalued asset.

RELATED PARTIES

A party is considered to be related to the Group if:

(a)  the party is a person or a close member of that person’s family and

that person

(i) has control or joint control over the Group;
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(i)  EHIAEREGAEE :

(i) has significant influence over the Group; or (il HEAEEBERTEN
%
(i) is a member of the key management personnel of the Group (il EEAEBRHEAEETA

or of a parent of the Group;

or
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Notes to Financial Statements
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2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICIES (continvea)

RELATED PARTIES (Continued)

(b)  the party is an entity where any of the following conditions applies:

(i) the entity and the Group are members of the same group;

(i) one entity is an associate or joint venture of the other entity
(or of a parent, subsidiary or fellow subsidiary of the other
entity);

(iii)  the entity and the Group are joint ventures of the same third
party;

(iv)  one entity is a joint venture of a third entity and the other
entity is an associate of the third entity;

(v)  the entity is a post-employment benefit plan for the benefit
of employees of either the Group or an entity related to
the Group; and the sponsoring employers of the post-
employment benefit plan;

(vi)  the entity is controlled or jointly controlled by a person
identified in (a);

(vii) a person identified in (a) (i) has significant influence over the
entity or is a member of the key management personnel of
the entity (or of a parent of the entity); and

(viii) the entity, or any member of a group of which it is a part,
provides key management personnel services to the Group

or to the parent of the Group.
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Notes to Financial Statements

2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICIES (continvea)

PROPERTY, PLANT AND EQUIPMENT AND DEPRECIATION

Property, plant and equipment, other than construction in progress, are
stated at cost less accumulated depreciation and any impairment losses.
When an item of property, plant and equipment is classified as held for
sale or when it is part of a disposal group classified as held for sale, it is
not depreciated and is accounted for in accordance with IFRS 5. The cost
of an item of property, plant and equipment comprises its purchase price
and any directly attributable costs of bringing the asset to its working
condition and location for its intended use.

Cost may also include transfers from equity of any gains or losses on
qualifying cash flow hedges of foreign currency purchases of property,
plant and equipment.

Expenditure incurred after items of property, plant and equipment have
been put into operation, such as repairs and maintenance, is normally
charged to the statement of profit or loss and other comprehensive
income in the period in which it is incurred. In situations where the
recognition criteria are satisfied, the expenditure for a major inspection
is capitalised in the carrying amount of the asset as a replacement.
Where significant parts of property, plant and equipment are required to
be replaced at intervals, the Group recognises such parts as individual

assets with specific useful lives and depreciates them accordingly.

Depreciation is calculated on the straight-line basis to write off the cost
of each item of property, plant and equipment to its residual value over
its estimated useful life. The principal annual rates used for this purpose
are as follows:
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Notes to Financial Statements
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31 December 2025 20254 12 531 H

2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICIES (continvea)

PROPERTY, PLANT AND EQUIPMENT AND DEPRECIATION
(Continued)

Where parts of an item of property, plant and equipment have different
useful lives, the cost of that item is allocated on a reasonable basis
among the parts and each part is depreciated separately. Residual
values, useful lives and the depreciation method are reviewed, and

adjusted if appropriate, at least at each financial year end.

An item of property, plant and equipment including any significant part
initially recognised is derecognised upon disposal or when no future
economic benefits are expected from its use or disposal. Any gain or loss
on disposal or retirement recognised in the statement of profit or loss in
the year the asset is derecognised is the difference between the net sales
proceeds and the carrying amount of the relevant asset.

Construction in progress is stated at cost less any impairment losses,
and is not depreciated. It is reclassified to the appropriate category of
property, plant and equipment when completed and ready for use.

BIOLOGICAL ASSETS

Biological assets comprise dairy cows and beef cattle. Dairy cows include
milkable cows, heifers and calves which are raised by the Group for the
purposes of producing raw milk. Beef cattle are raised by the Group for
sale.

Biological assets are measured on initial recognition and at the end of the
reporting period at their fair value less costs to sell, with any resultant
gain or loss recognised in profit or loss for the year in which it arises.
Costs to sell are the incremental costs directly attributable to the disposal
of an asset, mainly transportation costs and excluding finance costs and
income taxes. The fair value of biological assets is determined based on
its present location and condition and is determined independently by

professional valuers.

The feeding costs and other related costs including the depreciation
charge, utility costs and consumables incurred for the raising of heifers
and calves are capitalised, until such time as the heifers and calves begin
to produce milk.
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2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICIES (continvea)

AGRICULTURAL PRODUCE

Agricultural produce represents raw milk. Upon harvest, agricultural
produce is recognised at its fair value less costs to sell, which is
determined based on market prices in the local area. The costs to sell are
the incremental costs directly attributable to the sales of the agricultural
produce, mainly transportation costs, excluding finance costs and income

tax.

INTANGIBLE ASSETS (OTHER THAN GOODWILL)

Intangible assets acquired separately are measured on initial recognition
at cost. The cost of intangible assets acquired in a business combination
is the fair value at the date of acquisition. The useful lives of intangible
assets are assessed to be either finite or indefinite. Intangible assets
with finite lives are subsequently amortised over the useful economic
life and assessed for impairment whenever there is an indication that
the intangible asset may be impaired. The amortisation period and the
amortisation method for an intangible asset with a finite useful life are

reviewed at least at each financial year end.

Intangible assets with indefinite useful lives are tested for impairment
annually either individually or at the cash-generating unit level. Such
intangible assets are not amortised. The useful life of an intangible asset
with an indefinite life is reviewed annually to determine whether the
indefinite life assessment continues to be supportable. If not, the change
in the useful life assessment from indefinite to finite is accounted for on
a prospective basis.
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2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICIES (continvea)

INTANGIBLE ASSETS (OTHER THAN GOODWILL) (Continued)
TECHNICAL KNOW-HOW

Technical know-how is stated at cost less any impairment losses and is
amortised on the straight-line basis over its estimated useful life of 10 to
20 years.

COMPUTER SOFTWARE

Computer software is stated at cost less any impairment losses and is
amortised on the straight-line basis over its estimated useful life of 5 to
10 years.

RESEARCH AND DEVELOPMENT COSTS

All research costs are charged to the statement of profit or loss as

incurred.

Expenditure incurred on projects to develop new products is capitalised
and deferred only when the Group can demonstrate the technical
feasibility of completing the intangible asset so that it will be available for
use or sale, its intention to complete and its ability to use or sell the asset,
how the asset will generate future economic benefits, the availability of
resources to complete the project and the ability to measure reliably the
expenditure during the development. Product development expenditure
which does not meet these criteria is expensed when incurred.

Deferred development costs are stated at cost less any impairment
losses and are amortised using the straight-line basis over the
commercial lives of the underlying products not exceeding five to
seven years, commencing from the date when the products are put into

commercial production.
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2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICIES (continvea)

LEASES

The Group assesses at contract inception whether a contract is, or
contains, a lease. A contract is, or contains, a lease if the contract
conveys the right to control the use of an identified asset for a period of

time in exchange for consideration.

GROUP AS A LESSEE

The Group applies a single recognition and measurement approach for
all leases, except for short-term leases and leases of low-value assets.
The Group recognises lease liabilities to make lease payments and right-
of-use assets representing the right to use the underlying assets.

(a)  Right-of-use assets

Right-of-use assets are recognised at the commencement date of
the lease (that is the date the underlying asset is available for use).
Right-of-use assets are measured at cost, less any accumulated
depreciation and any impairment losses, and adjusted for any
remeasurement of lease liabilities. The cost of right-of-use
assets includes the amount of lease liabilities recognised, initial
direct costs incurred, and lease payments made at or before the
commencement date less any lease incentives received. Right-of-
use assets are depreciated on a straight-line basis over the shorter
of the lease terms and the estimated useful lives of the assets as
follows:
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If ownership of the leased asset transfers to the Group by the end
of the lease term or the cost reflects the exercise of a purchase
option, depreciation is calculated using the estimated useful life of
the asset.
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2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICIES (continvea)

LEASES (Continued)

GROUP AS A LESSEE (Continued)

(b)

Lease liabilities

Lease liabilities are recognised at the commencement date of the
lease at the present value of lease payments to be made over the
lease term. The lease payments include fixed payments (including
in-substance fixed payments) less any lease incentives receivable,
variable lease payments that depend on an index or a rate, and
amounts expected to be paid under residual value guarantees.
The lease payments also include the exercise price of a purchase
option reasonably certain to be exercised by the Group and
payments of penalties for termination of a lease, if the lease term
reflects the Group exercising the option to terminate the lease. The
variable lease payments that do not depend on an index or a rate
are recognised as an expense in the period in which the event or

condition that triggers the payment occurs.

In calculating the present value of lease payments, the Group
uses its incremental borrowing rate at the lease commencement
date because the interest rate implicit in the lease is not readily
determinable. After the commencement date, the amount of
lease liabilities is increased to reflect the accretion of interest and
reduced for the lease payments made. In addition, the carrying
amount of lease liabilities is remeasured if there is a modification,
a change in the lease term, a change in lease payments (e.g., a
change to future lease payments resulting from a change in an
index or rate) or a change in assessment of an option to purchase
the underlying asset.
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2. ACCOUNTING POLICIES (continved) 2. B ER @
2.4 MATERIAL ACCOUNTING POLICIES (continvess 2.4 B REFHE =)

LEASES (Continued)

GROUP AS A LESSEE (Continued)
(c)  Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to
its short-term leases of machinery and equipment (that is those
leases that have a lease term of 12 months or less from the
commencement date and do not contain a purchase option). It also
applies the recognition exemption for leases of low-value assets to
leases of equipment that are considered to be of low value. Lease
payments on short-term leases and leases of low-value assets are
recognised as an expense on a straight-line basis over the lease

term.

GROUP AS A LESSOR

When the Group acts as a lessor, it classifies at lease inception (or when
there is a lease modification) each of its leases as either an operating

lease or a finance lease.

Leases in which the Group does not transfer substantially all the
risks and rewards incidental to ownership of an asset are classified
as operating leases. When a contract contains lease and non-lease
components, the Group allocates the consideration in the contract to
each component on a relative stand-alone selling price basis. Rental
income is accounted for on a straight-line basis over the lease term
and is included in revenue in the statement of profit or loss due to its
operating nature. Initial direct costs incurred in negotiating and arranging
an operating lease are added to the carrying amount of the leased asset
and recognised over the lease term on the same basis as rental income.
Contingent rents are recognised as revenue in the period in which they

are earned.

Leases that transfer substantially all the risks and rewards incidental
to ownership of an underlying asset to the lessee are accounted for as

finance leases.
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2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICIES (continvea)

INVESTMENTS AND OTHER FINANCIAL ASSETS

INITIAL RECOGNITION AND MEASUREMENT

Financial assets are classified, at initial recognition, as subsequently
measured at amortised cost, fair value through other comprehensive
income, and fair value through profit or loss.

The classification of financial assets at initial recognition depends
on the financial asset’'s contractual cash flow characteristics and the
Group's business model for managing them. With the exception of trade
receivables that do not contain a significant financing component or for
which the Group has applied the practical expedient of not adjusting the
effect of a significant financing component, the Group initially measures a
financial asset at its fair value, plus in the case of a financial asset not at
fair value through profit or loss, transaction costs. Trade receivables that
do not contain a significant financing component or for which the Group
has applied the practical expedient are measured at the transaction price
determined under IFRS 15 in accordance with the policies set out for

“Revenue recognition” below.

In order for a financial asset to be classified and measured at amortised
cost or fair value through other comprehensive income, it needs to give
rise to cash flows that are solely payments of principal and interest
("SPPI") on the principal amount outstanding. Financial assets with cash
flows that are not SPPI are classified and measured at fair value through

profit or loss, irrespective of the business model.

The Group's business model for managing financial assets refers to
how it manages its financial assets in order to generate cash flows.
The business model determines whether cash flows will result from
collecting contractual cash flows, selling the financial assets, or both.
Financial assets classified and measured at amortised cost are held
within a business model with the objective to hold financial assets in
order to collect contractual cash flows, while financial assets classified
and measured at fair value through other comprehensive income are
held within a business model with the objective of both holding to collect
contractual cash flows and selling. Financial assets which are not held
within the aforementioned business models are classified and measured
at fair value through profit or loss.
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2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICIES (continvea)

INVESTMENTS AND OTHER FINANCIAL ASSETS (Continued)
INITIAL RECOGNITION AND MEASUREMENT (Continued)

Purchases or sales of financial assets that require delivery of assets
within the period generally established by regulation or convention in the
marketplace are recognised on the trade date, that is, the date that the
Group commits to purchase or sell the asset.

SUBSEQUENT MEASUREMENT

The subsequent measurement of financial assets depends on their
classification as follows:

FINANCIAL ASSETS AT AMORTISED COST (DEBT INSTRUMENTS)

Financial assets at amortised cost are subsequently measured using
the effective interest method and are subject to impairment. Gains and
losses are recognised in the statement of profit or loss when the asset is

derecognised, modified or impaired.

FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE
INCOME (DEBT INSTRUMENTS)

For debt investments at fair value through other comprehensive income,
interest income, foreign exchange revaluation and impairment losses or
reversals are recognised in the statement of profit or loss and computed
in the same manner as for financial assets measured at amortised cost.
The remaining fair value changes are recognised in other comprehensive
income. Upon derecognition, the cumulative fair value change recognised
in other comprehensive income is recycled to the statement of profit or
loss.
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2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICIES (continvea)

INVESTMENTS AND OTHER FINANCIAL ASSETS (Continued)

FINANCIAL ASSETS DESIGNATED AT FAIR VALUE THROUGH OTHER
COMPREHENSIVE INCOME (EQUITY INVESTMENTS)

Upon initial recognition, the Group can elect to classify irrevocably
its equity investments as equity investments designated at fair value
through other comprehensive income when they meet the definition of
equity under IAS 32 Financial Instruments: Presentation and are not
held for trading. The classification is determined on an instrument-by-

instrument basis.

Gains and losses on these financial assets are never recycled to the
statement of profit or loss. Dividends are recognised as other income
in the statement of profit or loss when the right of payment has been
established, except when the Group benefits from such proceeds as a
recovery of part of the cost of the financial asset, in which case, such
gains are recorded in other comprehensive income. Equity investments
designated at fair value through other comprehensive income are not
subject to impairment assessment.

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

Financial assets at fair value through profit or loss are carried in the
statement of financial position at fair value with net changes in fair value

recognised in the statement of profit or loss.

This category includes derivative instruments and equity investments
which the Group had not irrevocably elected to classify at fair value
through other comprehensive income. Dividends on the equity
investments are also recognised as other income in the statement of
profit or loss when the right of payment has been established.
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2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICIES (continvea)

INVESTMENTS AND OTHER FINANCIAL ASSETS (Continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
(Continued)

A derivative embedded in a hybrid contract, with a financial liability or
non-financial host, is separated from the host and accounted for as a
separate derivative if the economic characteristics and risks are not
closely related to the host; a separate instrument with the same terms
as the embedded derivative would meet the definition of a derivative; and
the hybrid contract is not measured at fair value through profit or loss.
Embedded derivatives are measured at fair value with changes in fair
value recognised in the statement of profit or loss. Reassessment occurs
if there is a change in the terms of the contract that significantly modifies
the cash flows.

A derivative embedded within a hybrid contract containing a financial
asset host is not accounted for separately. The financial asset host
together with the embedded derivative is required to be classified in its
entirety as a financial asset at fair value through profit or loss.

DERECOGNITION OF FINANCIAL ASSETS

A financial asset (or, where applicable, a part of a financial asset or part
of a group of similar financial assets) is primarily derecognised (i.e.,
removed from the Group's consolidated statement of financial position)

when:

o the rights to receive cash flows from the asset have expired; or

° the Group has transferred its rights to receive cash flows from the
asset or has assumed an obligation to pay the received cash flows
in full without material delay to a third party under a “pass-through”
arrangement; and either (a) the Group has transferred substantially
all the risks and rewards of the asset, or (b) the Group has neither
transferred nor retained substantially all the risks and rewards of
the asset, but has transferred control of the asset.
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2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICIES (continvea)

DERECOGNITION OF FINANCIAL ASSETS (Continued)

When the Group has transferred its rights to receive cash flows from an
asset or has entered into a pass-through arrangement, it evaluates if, and
to what extent, it has retained the risk and rewards of ownership of the
asset. When it has neither transferred nor retained substantially all the
risks and rewards of the asset nor transferred control of the asset, the
Group continues to recognise the transferred asset to the extent of the
Group's continuing involvement. In that case, the Group also recognises
an associated liability. The transferred asset and the associated liability
are measured on a basis that reflects the rights and obligations that the
Group has retained.

Continuing involvement that takes the form of a guarantee over the
transferred asset is measured at the lower of the original carrying
amount of the asset and the maximum amount of consideration that the
Group could be required to repay.

IMPAIRMENT OF FINANCIAL ASSETS

The Group recognises an allowance for expected credit losses ("ECLs")
for all debt instruments not held at fair value through profit or loss.
ECLs are based on the difference between the contractual cash flows
due in accordance with the contract and all the cash flows that the
Group expects to receive, discounted at an approximation of the original
effective interest rate. The expected cash flows will include cash flows
from the sale of collateral held or other credit enhancements that are

integral to the contractual terms.

GENERAL APPROACH

ECLs are recognised in two stages. For credit exposures for which there
has not been a significant increase in credit risk since initial recognition,
ECLs are provided for credit losses that result from default events that
are possible within the next 12 months (a 12-month ECL). For those
credit exposures for which there has been a significant increase in credit
risk since initial recognition, a loss allowance is required for credit losses
expected over the remaining life of the exposure, irrespective of the
timing of the default (a lifetime ECL).
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2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICIES (continvea)

IMPAIRMENT OF FINANCIAL ASSETS (Continued)

EREEREE)

GENERAL APPROACH (Continued) —RIEE)
At each reporting date, the Group assesses whether the credit risk on a REHREAE - NEEF LB VP
financial instrument has increased significantly since initial recognition. RUREHMTEMNEERRE SREE

When making the assessment, the Group compares the risk of a default
occurring on the financial instrument as at the reporting date with the
risk of a default occurring on the financial instrument as at the date of
initial recognition and considers reasonable and supportable information
that is available without undue cost or effort, including historical and
forward-looking information. The Group considers that there has been a
significant increase in credit risk when contractual payments are more
than 30 days past due.

The Group considers a financial asset in default when contractual
payments are 90 days past due. However, in certain cases, the Group
may also consider a financial asset to be in default when internal or
external information indicates that the Group is unlikely to receive the
outstanding contractual amounts in full before taking into account any
credit enhancements held by the Group. A financial asset is written off
when there is no reasonable expectation of recovering the contractual

cash flows.

Financial assets at amortised cost are subject to impairment under the
general approach and they are classified within the following stages
for measurement of ECLs except for trade receivables which apply the
simplified approach as detailed below.
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2. ACCOUNTING POLICIES (continued)

2.4 MATERIAL ACCOUNTING POLICIES (continuea)
IMPAIRMENT OF FINANCIAL ASSETS (Continued)

GENERAL APPROACH (Continued)

Stage 1

Stage 2

Stage 3

Financial instruments for which credit risk has not
increased significantly since initial recognition and for
which the loss allowance is measured at an amount
equal to 12-month ECLs

Financial instruments for which credit risk has
increased significantly since initial recognition but that
are not credit-impaired financial assets and for which
the loss allowance is measured at an amount equal to
lifetime ECLs

Financial assets that are credit-impaired at the
reporting date (but that are not purchased or
originated credit-impaired) and for which the loss
allowance is measured at an amount equal to lifetime
ECLs.

SIMPLIFIED APPROACH

For trade receivables and contract assets that do not contain a significant

financing component or when the Group applies the practical expedient

of not adjusting the effect of a significant financing component, the Group

applies the simplified approach in calculating ECLs. Under the simplified

approach, the Group does not track changes in credit risk, but instead

recognises a loss allowance based on lifetime ECLs at each reporting

date. The Group has established a provision matrix that is based on its

historical credit loss experience, adjusted for forward-looking factors

specific to the debtors and the economic environment.
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Notes to Financial Statements

2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICIES (continvea)

FINANCIAL LIABILITIES

INITIAL RECOGNITION AND MEASUREMENT

Financial liabilities are classified, at initial recognition, as financial
liabilities at fair value through profit or loss, loans and borrowings,
payables, or as derivatives designated as hedging instruments in an
effective hedge, as appropriate.

All financial liabilities are recognised initially at fair value and, in the
case of loans and borrowings and payables, net of directly attributable
transaction costs.

The Group's financial liabilities include trade and other payables, an
amount due to the ultimate holding company, derivative financial

instruments and interest-bearing bank borrowings.

SUBSEQUENT MEASUREMENT

The subsequent measurement of financial liabilities depends on their
classification as follows:

FINANCIAL LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS

Financial liabilities at fair value through profit or loss include financial
liabilities held for trading and financial liabilities designated upon initial
recognition as at fair value through profit or loss.

Financial liabilities are classified as held for trading if they are incurred
for the purpose of repurchasing in the near term. This category also
includes derivative financial instruments entered into by the Group that
are not designated as hedging instruments in hedge relationships as
defined by IFRS 9. Separated embedded derivatives are also classified
as held for trading unless they are designated as effective hedging
instruments. Gains or losses on liabilities held for trading are recognised
in the statement of profit or loss. The net fair value gain or loss
recognised in the statement of profit or loss does not include any interest
charged on these financial liabilities.
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31 December 2025 20254 12 31 H

2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICIES (continvea)

FINANCIAL LIABILITIES (Continued)

FINANCIAL LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS
(Continued)

Financial liabilities designated upon initial recognition as at fair value
through profit or loss are designated at the initial date of recognition, and
only if the criteria in IFRS 9 are satisfied. Gains or losses on liabilities
designated at fair value through profit or loss are recognised in the
statement of profit or loss, except for the gains or losses arising from
the Group's own credit risk which are presented in other comprehensive
income with no subsequent reclassification to the statement of profit or
loss. The net fair value gain or loss recognised in the statement of profit
or loss does not include any interest charged on these financial liabilities.

FINANCIAL LIABILITIES AT AMORTISED COST (TRADE AND OTHER
PAYABLES, AND BORROWINGS)

After initial recognition, trade and other payables and interest-bearing
borrowings are subsequently measured at amortised cost, using the
effective interest rate method unless the effect of discounting would
be immaterial, in which case they are stated at cost. Gains and losses
are recognised in the statement of profit or loss when the liabilities are
derecognised as well as through the effective interest rate amortisation

process.

Amortised cost is calculated by taking into account any discount or
premium on acquisition and fees or costs that are an integral part of the
effective interest rate. The effective interest rate amortisation is included
in finance costs in the statement of profit or loss.
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Notes to Financial Statements

2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICIES (continvea)

FINANCIAL LIABILITIES (Continued)

FINANCIAL GUARANTEE CONTRACTS

Financial guarantee contracts issued by the Group are those contracts
that require a payment to be made to reimburse the holder for a loss it
incurs because the specified debtor fails to make a payment when due
in accordance with the terms of a debt instrument. A financial guarantee
contract is recognised initially as a liability at its fair value, adjusted
for transaction costs that are directly attributable to the issuance of
the guarantee. Subsequent to initial recognition, the Group measures
the financial guarantee contracts at the higher of: (i) the ECL allowance
determined in accordance with the policy as set out in “Impairment
of financial assets”; and (ii) the amount initially recognised less, when
appropriate, the cumulative amount of income recognised.

DERECOGNITION OF FINANCIAL LIABILITIES

A financial liability is derecognised when the obligation under the liability
is discharged or cancelled, or expires.

When an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an existing
liability are substantially modified, such an exchange or modification is
treated as a derecognition of the original liability and a recognition of a
new liability, and the difference between the respective carrying amounts

is recognised in the statement of profit or loss.

OFFSETTING OF FINANCIAL INSTRUMENTS

Financial assets and financial liabilities are offset and the net amount
is reported in the statement of financial position if there is a currently
enforceable legal right to offset the recognised amounts and there is an
intention to settle on a net basis, or to realise the assets and settle the
liabilities simultaneously.
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Notes to Financial Statements
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31 December 2025 20254 12 531 H

2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICIES (continvea)

INVENTORIES

Inventories are stated at the lower of cost and net realisable value. Cost
is determined on a weighted average basis and, in the case of work in
progress and finished goods, comprises direct materials, direct labour
and an appropriate proportion of overheads. Net realisable value is based
on estimated selling prices less any estimated costs to be incurred to
completion and disposal.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents in the statement of financial position comprise
cash on hand and at banks, and short-term highly liquid deposits that
are readily convertible into known amounts of cash, subject to an
insignificant risk of changes in value and held for the purpose of meeting

short-term cash commitments.

For the purpose of the consolidated statement of cash flows, cash and
cash equivalents comprise cash on hand and at banks, and short-term
deposits as defined above, less bank overdrafts which are repayable on

demand and form an integral part of the Group’s cash management.

PROVISIONS

A provision is recognised when a present obligation (legal or constructive)
has arisen as a result of a past event and it is probable that a future
outflow of resources will be required to settle the obligation, provided
that a reliable estimate can be made of the amount of the obligation.

When the Group expects some or all of a provision to be reimbursed,
the reimbursement is recognised as a separate asset, but only when the
reimbursement is virtually certain. The expense relating to a provision is

presented in the statement of profit or loss net of any reimbursement.

When the effect of discounting is material, the amount recognised for
a provision is the present value at the end of the reporting period of
the future expenditures expected to be required to settle the obligation.
The increase in the discounted present value amount arising from the
passage of time is included in finance costs in the statement of profit or
loss.
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Notes to Financial Statements

2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICIES (continvea)

INCOME TAX

Income tax comprises current and deferred tax. Income tax relating to
items recognised outside profit or loss is recognised outside profit or
loss, either in other comprehensive income or directly in equity.

Current tax assets and liabilities are measured at the amount expected to
be recovered from or paid to the taxation authorities, based on tax rates
(and tax laws) that have been enacted or substantively enacted by the
end of the reporting period, taking into consideration interpretations and
practices prevailing in the countries in which the Group operates.

Deferred tax is provided, using the liability method, on all temporary
differences at the end of the reporting period between the tax bases of
assets and liabilities and their carrying amounts for financial reporting

purposes.

Deferred tax liabilities are recognised for all taxable temporary

differences, except:

° when the deferred tax liability arises from the initial recognition
of goodwill or an asset or liability in a transaction that is not a
business combination and, at the time of the transaction, affects
neither the accounting profit nor taxable profit or loss and does not
give rise to equal taxable and deductible temporary differences;
and

o in respect of taxable temporary differences associated with
investments in subsidiaries, associates and joint ventures, when
the timing of the reversal of the temporary differences can be
controlled and it is probable that the temporary differences will not
reverse in the foreseeable future.
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Notes to Financial Statements
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31 December 2025 20254 12 531 H

2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICIES (continvea)

INCOME TAX (Continued)

Deferred tax assets are recognised for all deductible temporary
differences, and the carryforward of unused tax credits and any unused
tax losses. Deferred tax assets are recognised to the extent that it is
probable that taxable profit will be available against which the deductible
temporary differences, and the carryforward of unused tax credits and
unused tax losses can be utilised, except:

° when the deferred tax asset relating to the deductible temporary
differences arises from the initial recognition of an asset or liability
in a transaction that is not a business combination and, at the time
of the transaction, affects neither the accounting profit nor taxable
profit or loss and does not give rise to equal taxable and deductible

temporary differences; and

o in respect of deductible temporary differences associated with
investments in subsidiaries, associates and joint ventures, deferred
tax assets are only recognised to the extent that it is probable that
the temporary differences will reverse in the foreseeable future
and taxable profit will be available against which the temporary

differences can be utilised.

The carrying amount of deferred tax assets is reviewed at the end of each
reporting period and reduced to the extent that it is no longer probable
that sufficient taxable profit will be available to allow all or part of the
deferred tax asset to be utilised. Unrecognised deferred tax assets are
reassessed at the end of each reporting period and are recognised to the
extent that it has become probable that sufficient taxable profit will be
available to allow all or part of the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are
expected to apply to the period when the asset is realised or the liability
is settled, based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period.
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Notes to Financial Statements
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2. ACCOUNTING POLICIES (continved) 2. B ER @
2.4 MATERIAL ACCOUNTING POLICIES (continvess 2.6 B REFEE 2

INCOME TAX (Continued)

Deferred tax assets and deferred tax liabilities are offset if and only if
the Group has a legally enforceable right to set off current tax assets
and current tax liabilities and the deferred tax assets and deferred tax
liabilities relate to income taxes levied by the same taxation authority on
either the same taxable entity or different taxable entities which intend
either to settle current tax liabilities and assets on a net basis, or to
realise the assets and settle the liabilities simultaneously, in each future
period in which significant amounts of deferred tax liabilities or assets
are expected to be settled or recovered.

TREASURY SHARES

Own equity instruments which are reacquired and held by the Group
(treasury shares) are recognised directly in equity at cost. No gain or loss
is recognised in profit or loss on the purchase, sale, issue or cancellation

of the Group’s own equity instruments.

GOVERNMENT GRANTS

Government grants are recognised at their fair value where there is
reasonable assurance that the grant will be received and all attaching
conditions will be complied with. When the grant relates to an expense
item, it is recognised as income on a systematic basis over the periods
that the costs, for which it is intended to compensate, are expensed.

Where the grant relates to an asset, the fair value is credited to a
deferred income account and is released to the statement of profit or
loss over the expected useful life of the relevant asset by equal annual
instalments or deducted from the carrying amount of the asset and
released to profit or loss by way of a reduced depreciation charge.

Where the Group receives grants of non-monetary assets, the grants are
recorded at the fair value of the non-monetary assets and released to the
statement of profit or loss over the expected useful lives of the relevant

assets by equal annual instalments.
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2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICIES (continvea)

GOVERNMENT GRANTS (Continued)

Where the Group receives government loans granted with no or at a
below-market rate of interest for the construction of a qualifying asset,
the initial carrying amount of the government loans is determined using
the effective interest rate method, as further explained in the accounting
policy for “Financial liabilities” above. The benefit of the government
loans granted with no or at a below-market rate of interest, which is
the difference between the initial carrying value of the loans and the
proceeds received, is treated as a government grant and released to the
statement of profit or loss over the expected useful life of the relevant
asset by equal annual instalments.

REVENUE RECOGNITION

REVENUE FROM CONTRACTS WITH CUSTOMERS

Revenue from contracts with customers is recognised when control of
goods or services is transferred to the customers at an amount that
reflects the consideration to which the Group expects to be entitled in

exchange for those goods or services.

When the consideration in a contract includes a variable amount, the
amount of consideration is estimated to which the Group will be entitled
in exchange for transferring the goods or services to the customer. The
variable consideration is estimated at contract inception and constrained
until it is highly probable that a significant revenue reversal in the
amount of cumulative revenue recognised will not occur when the
associated uncertainty with the variable consideration is subsequently
resolved.

When the contract contains a financing component which provides the
customer with a significant benefit of financing the transfer of goods or
services to the customer for more than one year, revenue is measured
at the present value of the amount receivable, discounted using the
discount rate that would be reflected in a separate financing transaction
between the Group and the customer at contract inception. When the
contract contains a financing component which provides the Group with
a significant financial benefit for more than one year, revenue recognised
under the contract includes the interest expense accreted on the contract
liability under the effective interest method. For a contract where the
period between the payment by the customer and the transfer of the
promised goods or services is one year or less, the transaction price is
not adjusted for the effects of a significant financing component, using

the practical expedient in IFRS 15.
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Notes to Financial Statements

2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICIES (continvea)

REVENUE RECOGNITION (Continuea)

SALE OF PRODUCTS

Revenue from the sale of products is recognised at the point in time
when control of the asset is transferred to the customer, generally on
delivery of the products.

REVENUE FROM OTHER SOURCES

Rental income is recognised on a time proportion basis over the lease
terms. Variable lease payments that do not depend on an index or a rate
are recognised as income in the accounting period in which they are
incurred.

OTHER INCOME

Interest income is recognised on an accrual basis using the effective
interest method by applying the rate that exactly discounts the estimated
future cash receipts over the expected life of the financial instrument
or a shorter period, when appropriate, to the net carrying amount of the
financial asset.

Dividend income is recognised when the shareholders’ right to receive
payment has been established, it is probable that the economic benefits
associated with the dividend will flow to the Group and the amount of the
dividend can be measured reliably.

CONTRACT ASSETS

If the Group performs by transferring goods or services to a customer
before being unconditionally entitled to the consideration under
the contract terms, a contract asset is recognised for the earned
consideration that is conditional. Contract assets are subject to
impairment assessment, details of which are included in the accounting
policies for impairment of financial assets. They are reclassified to trade
receivables when the right to the consideration becomes unconditional.
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2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICIES (continvea)

CONTRACT LIABILITIES

A contract liability is recognised when a payment is received or a
payment is due (whichever is earlier) from a customer before the Group
transfers the related goods or services. Contract liabilities are recognised
as revenue when the Group performs under the contract (i.e., transfers
control of the related goods or services to the customer).

OTHER EMPLOYEE BENEFITS
PENSION SCHEME

The employees of the Group's subsidiaries which operates in the Chinese
mainland are required to participate in a central pension scheme
operated by the local municipal governments. These subsidiaries are
required to contribute a certain percentage of their payroll costs to the
central pension scheme. The contributions are charged to profit or loss
as they become payable in accordance with the rules of the central

pension scheme.

SHARE-BASED PAYMENTS

The Company operates a share award scheme. Employees (including
directors) of the Group receive remuneration in the form of share-based
payments, whereby employees render services in exchange for equity

instruments (“equity-settled transactions”).

The cost of equity-settled transactions is recognised in employee benefit
expense, together with a corresponding increase in equity, over the
period in which the performance and/or service conditions are fulfilled.
The cumulative expense recognised for equity-settled transactions at the
end of each reporting period until the vesting date reflects the extent to
which the vesting period has expired and the Group's best estimate of
the number of equity instruments that will ultimately vest. The charge
or credit to the statement of profit or loss for a period represents the
movement in the cumulative expense recognised as at the beginning and
end of that period.
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Notes to Financial Statements

2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICIES (continvea)

SHARE-BASED PAYMENTS (Continued)

Service and non-market performance conditions are not taken into
account when determining the grant date fair value of awards, but the
likelihood of the conditions being met is assessed as part of the Group's
best estimate of the number of equity instruments that will ultimately
vest. Market performance conditions are reflected within the grant
date fair value. Any other conditions attached to an award, but without
an associated service requirement, are considered to be non-vesting
conditions. Non-vesting conditions are reflected in the fair value of an
award and lead to an immediate expensing of an award unless there are

also service and/or performance conditions.

For awards that do not ultimately vest because non-market performance
and/or service conditions have not been met, no expense is recognised.
Where awards include a market or non-vesting condition, the
transactions are treated as vesting irrespective of whether the market
or non-vesting condition is satisfied, provided that all other performance
and/or service conditions are satisfied.

Where the terms of an equity-settled award are modified, as a minimum
an expense is recognised as if the terms had not been modified, if the
original terms of the award are met. In addition, an expense is recognised
for any modification that increases the total fair value of the share-based
payments, or is otherwise beneficial to the employee as measured at the

date of modification.

Where an equity-settled award is cancelled, it is treated as if it had
vested on the date of cancellation, and any expense not yet recognised
for the award is recognised immediately. This includes any award where
non-vesting conditions within the control of either the Group or the
employee are not met. However, if a new award is substituted for the
cancelled award, and is designated as a replacement award on the date
that it is granted, the cancelled and new awards are treated as if they
were a modification of the original award, as described in the previous
paragraph.
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31 December 2025 20254 12 531 H

2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICIES (continvea)

SHARE-BASED PAYMENTS (Continued)

The dilutive effect of outstanding options is reflected as additional share

dilution in the computation of earnings per share.

TERMINATION BENEFITS

Termination benefits are recognised at the earlier of when the Group
can no longer withdraw the offer of those benefits and when the Group
recognises restructuring costs involving the payment of termination
benefits.

BORROWING COSTS

Borrowing costs directly attributable to the acquisition, construction
or production of qualifying assets, i.e., assets that necessarily take a
substantial period of time to get ready for their intended use or sale,
are capitalised as part of the cost of those assets. The capitalisation of
such borrowing costs ceases when the assets are substantially ready
for their intended use or sale. All other borrowing costs are expensed in
the period in which they are incurred. Borrowing costs consist of interest
and other costs that an entity incurs in connection with the borrowing of
funds.

Where funds have been borrowed generally, and used for the purpose of
obtaining qualifying assets, a capitalisation rate has been applied to the
expenditure on the individual assets.

DIVIDENDS

Final dividends are recognised as a liability when they are approved
by the shareholders in a general meeting. Proposed final dividends are
disclosed in the notes to the financial statements. Interim dividends
are simultaneously proposed and declared, because the Company's
memorandum and articles of association grant the directors the
authority to declare interim dividends. Consequently, interim dividends
are recognised immediately as a liability when they are proposed and

declared.
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Notes to Financial Statements

2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICIES (continvea)

FOREIGN CURRENCIES

These financial statements are presented in RMB. Each entity in the
Group determines its own functional currency and items included in the
financial statements of each entity are measured using that functional
currency. Foreign currency transactions recorded by the entities in the
Group are initially recorded using their respective functional currency
rates prevailing at the dates of the transactions. Monetary assets and
liabilities denominated in foreign currencies are translated at the
functional currency rates of exchange ruling at the end of the reporting
period. Differences arising on settlement or translation of monetary
items are recognised in the statement of profit or loss.

Differences arising on settlement or translation of monetary items
are recognised in the statement of profit or loss with the exception of
monetary items that are designated as part of the hedge of the Group's
net investment of a foreign operation. These are recognised in other
comprehensive income until the net investment is disposed of, at which
time the cumulative amount is reclassified to the statement of profit or
loss. Tax charges and credits attributable to exchange differences on

those monetary items are also recorded in other comprehensive income.

Non-monetary items that are measured in terms of historical cost in a
foreign currency are translated using the exchange rates at the dates
of the initial transactions. Non-monetary items measured at fair value
in a foreign currency are translated using the exchange rates at the
date when the fair value was measured. The gain or loss arising on
translation of a non-monetary item measured at fair value is treated in
line with the recognition of the gain or loss on change in fair value of the
item (i.e., translation difference on the item whose fair value gain or loss
is recognised in other comprehensive income or profit or loss is also

recognised in other comprehensive income or profit or loss, respectively).
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31 December 2025 20254 12 531 H

2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICIES (continvea)

FOREIGN CURRENCIES (Continued)

In determining the exchange rate on initial recognition of the related
asset, expense or income on the derecognition of a non-monetary asset
or non-monetary liability relating to an advance consideration, the date of
initial transaction is the date on which the Group initially recognises the
non-monetary asset or non-monetary liability arising from the advance
consideration. If there are multiple payments or receipts in advance, the
Group determines the transaction date for each payment or receipt of the
advance consideration.

The functional currencies of certain overseas subsidiaries are currencies
other than RMB. As at the end of the reporting period, the assets and
liabilities of these entities are translated into RMB at the exchange rates
prevailing at the end of the reporting period and their statements of profit
or loss and other comprehensive income are translated into RMB at the
exchange rates that approximate to those prevailing at the dates of the

transactions.

The resulting exchange differences are recognised in other comprehensive
income and accumulated in the exchange fluctuation reserve, except to
the extent that the differences are attributable to non-controlling interests.
On disposal of a foreign operation, the cumulative amount in the reserve
relating to that particular foreign operation is recognised in the statement
of profit or loss.

Any goodwill arising on the acquisition of a foreign operation and any
fair value adjustments to the carrying amounts of assets and liabilities
arising on acquisition are treated as assets and liabilities of the foreign

operation and translated at the closing rate.

For the purpose of the consolidated statement of cash flows, the cash
flows of overseas subsidiaries are translated into RMB at the exchange
rates ruling at the dates of the cash flows. Frequently recurring cash
flows of overseas subsidiaries which arise throughout the year are
translated into RMB at the weighted average exchange rates for the year.
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Notes to Financial Statements

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES

The preparation of the Group's financial statements requires
management to make judgements, estimates and assumptions that
affect the reported amounts of revenues, expenses, assets and liabilities,
and their accompanying disclosures, and the disclosure of contingent
liabilities. Uncertainty about these assumptions and estimates could
result in outcomes that could require a material adjustment to the
carrying amounts of the assets or liabilities affected in the future.

JUDGEMENTS

In the process of applying the Group's accounting policies, management
has made the following judgements, apart from those involving
estimations, which have the most significant effect on the amounts

recognised in the financial statements:

WITHHOLDING TAX ARISING FROM THE DISTRIBUTIONS OF DIVIDENDS

The Group's determination as to whether to accrue for withholding taxes
arising from the distributions of dividends from certain subsidiaries
according to the relevant tax jurisdictions is subject to judgements on
the timing of the payment of the dividends or the amount of profits to
be retained by the relevant subsidiary. As at 31 December 2025, the
deferred tax liabilities recognised thereon amounted to nil (2024: Nil).

ESTIMATION UNCERTAINTY

The key assumptions concerning the future and other key sources of
estimation uncertainty at the end of the reporting period, that have a
significant risk of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year, are described

below.

3.
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31 December 2025 20254 12 531 H

3.

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (continued)

ESTIMATION UNCERTAINTY (Continued)

FAIR VALUE OF BIOLOGICAL ASSETS

The Group's biological assets are valued at fair value less costs to sell.
The fair value of biological assets is determined based on either the
market-determined prices as at each year end adjusted with reference to
the species, age, growing condition, cost incurred and expected yield of
the milk to reflect differences in characteristics and/or stages of growth
of biological assets; or the present value of expected net cash flows from
the biological assets discounted at a current market-determined rate,
when market-determined prices are unavailable. Any changes in the
estimates may affect the fair value of the biological assets significantly.
The independent qualified professional valuer and management review
the assumptions and estimates periodically to identify any significant
change in fair value of biological assets. Further details are given in note
17 to the financial statements.

FAIR VALUE OF FINANCIAL GUARANTEE CONTRACTS

The financial guarantee contract is recognised initially as a liability at
its fair value, adjusted for transaction costs that are directly attributable
to the issuance of the guarantee. Subsequent to initial recognition, the
Group measures the financial guarantee contracts at the higher of: (i)
the ECL allowance determined in accordance with the policy as set out in
“Impairment of financial assets”; and (ii) the amount initially recognised

less, when appropriate, the cumulative amount of income recognised.

The fair value of a financial guarantee contract is determined based on
either the credit rating of the warrantee and the risk-free interest rate.
The determination of each warrantee and the risk-free interest rate
of each guarantee contract involves significant estimate. Any changes
in the estimates may affect the fair value of the financial guarantee
contracts significantly. The independent qualified professional valuer
and management review the assumptions and estimates periodically
to identify any significant change in fair value of financial guarantee

contracts. Further details are given in note 24 to the financial statements.
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3.

Notes to Financial Statements

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (continued)

ESTIMATION UNCERTAINTY (Continued)
FAIR VALUE OF UNLISTED EQUITY INVESTMENTS

The unlisted equity investments have been valued based on a market-
based valuation technique as detailed in note 22 to the financial
statements. The valuation requires the Group to determine the
comparable public companies and select the price multiple. In addition,
the Group makes estimates about the discount for illiquidity and size
differences. The Group classifies the fair value of these investments as
Level 3.

IMPAIRMENT OF NON-FINANCIAL ASSETS (OTHER THAN GOODWILL)

The Group assesses whether there are any indicators of impairment
for all non-financial assets (including the right-of-use assets) at the
end of each reporting period. Other non-financial assets are tested for
impairment when there are indicators that the carrying amounts may
not be recoverable. An impairment exists when the carrying value of an
asset or a cash-generating unit exceeds its recoverable amount, which is
the higher of its fair value less costs of disposal and its value in use. The
calculation of the fair value less costs of disposal is based on available
data from binding sales transactions in an arm'’s length transaction of
similar assets or observable market prices less incremental costs for
disposing of the asset. When value-in-use calculations are undertaken,
management must estimate the expected future cash flows from the
asset or cash-generating unit and choose a suitable discount rate in
order to calculate the present value of those cash flows.

OPERATING SEGMENT INFORMATION

For management purposes, the Group is not organised into business
units based on their services and only has one reportable operating
segment. Management monitors the operating results of the Group's
operating segment as a whole for the purpose of making decisions about

resource allocation and performance assessment.

GEOGRAPHICAL INFORMATION

All of the Group's revenue was derived from customers located in
the Chinese mainland and all of the Group’s non-current assets were
located in the Chinese mainland, and therefore geographical segment
information is presented in accordance with IFRS 8 Operation Segments.
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31 December 2025 20254 12 31 H

5. REVENUE, OTHER INCOME AND GAINS 5. SHEWA - HygA

An analysis of revenue is as follows:

JSLE

HEWARDITIT

2025 2024
2025 F 2024 4F
RMB’000 RMB'000
ARET T ARETT

Revenue from contracts with customers RERFAELIMHEERA

3,012,260 3,126,184

REVENUE FROM CONTRACTS WITH CUSTOMERS
(a) DISAGGREGATED REVENUE INFORMATION

REFEFEHNHERA

(a) SHEWAEFAMA

2025 2024
2025 F 2024 %F

Segment DEB EIXSAE AL Sale of raw milk
SHE R R SHE REH
RMB’'000 RMB'000
ARBET T AREF T
Type of goods EmER
Sale of products EmiEE 3,012,260 3,126,184
Geographical market HETH
Chinese Mainland R 3,012,260 3,126,184
Timing of revenue recognition L ON S
Goods transferred at a point in time RE—FHEIEENESD 3,012,260 3,126,184

Revenue recognised in the current reporting period that was
included in the contract liabilities at the beginning of the reporting
period amounted to RMB129,000 (2024: RMB125,000).

(b) PERFORMANCE OBLIGATION

The performance obligation is satisfied upon delivery of the goods
and invoice and payment is generally due within 30 to 90 days from

invoice.
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Notes to Financial Statements
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37 December 2025 20254 12 A 31 H

5. REVENUE, OTHER INCOME AND GAINS 5. SHEWA - HWA
3¢

(continued) & l‘l&ﬁﬁ(ég)

INFORMATION ABOUT A MAJOR CUSTOMER R EAXEEFHNEH

Revenue of approximately RMB2,681,556,000 (2024: RMB2,917,742,000) iHE WA AR 42,681556,0007T
was derived from sales of raw milk to a single customer, including sales (20245 : AR #2,917,742,0007T )
to a group of entities which are known to be under common control of FREME—REPHEHERMY - BiER
that customer. EAZZEPREEGA— A EEH

2025 2024

2025 F 2024 FF
RMB'000 RMB'000
ARBET T ARBF T

Other income and gains N N €
Other income EH AR A
Beef cattle and others BESNE-L] 330,037 248,143
Other costs E AR A
Beef cattle and others A4 R EH A (325,345) (238,094)
Government grants* BT R A~ 122,698 44,816
Bank interest income HRITH B A 21,653 25,464
Other interest income from financial assets BAFEFABRNEREE
at fair value through profit or loss 2 E At A B 6,628 7,023
Foreign exchange differences, net SN Z= B )FEE (382) (326)
Loss on disposal of items of property, HEWE - BB LEE
plant and equipment T8 B W18 (1,937) (3,767)
Loss on disposal of other intangible assets HEHEMBEEEENER — (110)
Impairment of inventories FERE (820) (20,799)
Reversal of litigations and claims AR 2 45,796 -
Others EHAth 8,808 8,610
Total other income and gains H AU A W R 4R RE 207,136 70,960
* The government grants have been received by the Group in accordance with local * REEE WS &M BRRE 2 BUT
government grants policies. There are no unfulfilled conditions or contingencies HBIRIE o ZE AL EM S AR E
attaching to these grants. Bk B EIA -
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31 December 2025 20254 12 31 H

6. LOSS BEFORE TAX

6. BRFLAIE 1B

The Group's loss before tax is arrived at after charging/(crediting):

AEBMHBRBATEBEBRRE,GTA)

Cost of inventories sold
Loss arising from changes in fair value
less costs to sell of biological assets

Changes of financial
guarantee contracts

Depreciation of property, plant and equipment
Less: Capitalised in biological assets

Depreciation recognised in the
consolidated statement of profit or loss

Depreciation of right-of-use assets
Less: Capitalised in biological assets

Depreciation recognised in the
consolidated statement of profit or loss

Amortisation of other intangible assets
Less: Capitalised in biological assets

Amortisation recognised in the
consolidated statement of profit or loss

Research and development costs

Lease payments not included in the
measurement of lease liabilities

Auditor’'s remuneration

Foreign exchange differences, net

Provision/(reversal) of impairment on
financial and contract assets, net

Loss on disposal of items of property,
plant and equipment

Loss on disposal of other intangible assets

Impairment of prepaid land*

Donations*

Employee benefit expense (including directors’
and chief executive's remuneration (note 8)):

Salaries, allowances and benefits in kind
Other social insurances and benefits
Other composition

Pension scheme contributions

Total

AT&EEZEE
2025 2024
2025 & 2024
RMB'000 RMB'000
ARET T ARETIT
BEEFEKAR 2,256,177 2,200,294
E%ﬁ%AI@kEﬁﬂfé%%‘Fﬁ
EENEE 775,669 807,302
SRR G B &
108 81
Y - BERERETE 192,182 185,278
B EMBEEERE (67,813) (63,475)
REFE B RERNITE
124,369 121,803
FREEETNE 20,230 19,832
B EMBEEENE (1,813) (2,024)
REEBHERERNITE
18,417 17,808
H bR & A 2,966 1,756
B EMEBEEENE (361) (229)
RIF B IBR R ER RS
2,605 1,527
RES K AR 2,830 2,663
Rt A AHEBEHENHENK
14,639 31,930
A GTIE=] 2,580 2,580
HNIE 2 B F R 382 326
RN A NEERERE
/(B[R ) F8E (504) 149
HEVE  BELAREHBEBEMNER
1,937 3,767
HEEMERLEENEIR — 110
R 316,507 —
B 3,481 2126
EERMNMAZ(BEESER
BT ABREHH(MEs)) ¢
e R EEMN =S 266,104 246,015
HE bt eRp MEF 18,802 34,011
H K 8,301 34,201
RIREFHEIHERK 12,520 12564
et 305,727 326,791

*

the consolidated statement of profit or loss.

Impairment of prepaid land and donations are included in “Other expenses” in
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37 December 2025 20254 12 A 31 H

7. FINANCE COSTS 7. BB

2025 2024

2025 F 2024 FF
RMB'000 RMB'000
ARET T ARBF T

Interest on bank loans and other loans RITERREMETRFE 37,524 52,028
Less: Interest capitalised B BRMEFE (664) (4,572)
Total Bt 36,860 47,456
8. DIRECTORS’ AND CHIEF EXECUTIVE'S 8. EERESITHAE
REMUNERATION 3 A
Directors’ and chief executive's remuneration for the year, disclosed AEEEERGZSTBRABHHM IR
pursuant to the Listing Rules, section 383(1)(a), (b), (c) and (f) of the Hong B EMRA - FERBEME383(1)
Kong Companies Ordinance and Part 2 of the Companies (Disclosure of (@) ()~ () O IERA R ARI(HEE
Information about Benefits of Directors) Regulation, is as follows: EFEERDBOIE 2EPMEEE - W
AT -

2025 2024
2025 F 2024 FF
RMB’000 RMB'000
ARET T ARETTT

Fees we 600 600
Other emoluments: EHE
Salaries, bonus, allowances and e o~ EA - R REYH G
benefits in kind 4,823 4,826
Pension scheme contributions RIRE B 47 46
Subtotal INE 4,870 4,872
Total 15 5,470 5,472
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31 December 2025 20254 12 31 H

8. DIRECTORS’ AND CHIEF EXECUTIVE'S
REMUNERATION (continued)

In the prior years, one director was granted share award, in respect
of their services to the Group, under the share award scheme of the
Company, further details of which are set out in note 30 to the financial
statements. The share award was determined as at the date of grant
and the amount included in the financial statements for the current year
is included in the above directors” and chief executive's remuneration
disclosures.

(a) INDEPENDENT NON-EXECUTIVE DIRECTORS

The fees paid to independent non-executive directors during the

year were as follows:

8. EEREZESITHAER

e =)

WREEE  — 2 EFREAL T
B {3 BEMIEH B B E A R BB
RIS SR B - 3 — 5 RN
B 76 4 MBS 30 - FRAD SR BB
AERE - HAAEESBREDS
FEBA LREERSETHARY
FIRE -

(@) BIAFHITES

FAXMNTEILIFATEFENE
TN

2025 2024
2025 F 2024 £
RMB'000 RMB'000
ARBET T ARETT

Mr. SUN Yansheng BRIEA A 200 200
Mr. WU Liang Rt 200 200
Mr. WANG Liyan FTUERAE 200 200
Total Bt 600 600
There were no other emoluments payable to the independent non- FRN - BERENTEYINTESZHN

executive directors during the year (2024: Nil).

CHINA SHENGMU ORGANIC MILK LIMITED A BREHRA I ZEER A A
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37 December 2025 20254 12 A 31 H

8. DIRECTORS’ AND CHIEF EXECUTIVE'S 8. EENBRSITHAE
REMUNERATION (continved) M )
(b) EXECUTIVE DIRECTOR, NON-EXECUTIVE DIRECTORS AND (b) BITES - FHTESKE
THE CHIEF EXECUTIVE SITHAE

Salaries,
allowances Performance Pension
and benefits related scheme Total

Fees in kind bonuses contributions remuneration

e 2 35) BIE
e KREWER HETEAL BE 8 R
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AR®TRT ARBTRT AR%Tr ARBTRT AR%Tx

2025 2025 F
Executive director and HITES R
chief executive: ERTBAE :
Mr. ZHANG Jiawang RERESLE — 2,263 2,560 47 4,870

Non-executive directors:  FFHITES :

Mr. CHEN Yiyi R —5%E — = = = =
Mr. ZHANG Ping wEEE - = = = =
Mr. BAI Fengming BRI LA — — = = =
Mr. SUN Qian e Sitas = = = = =
Ms. SHAO Lijun MBER L — — - — =
Total a5t - 2,263 2,560 47 4,870
2024 2024 %F

Executive director and HITESN

chief executive: RETBAR :
Mr. ZHANG Jiawang RRIALE - 2,266 2,560 46 4,872

Non-executive directors:  FFEITEE :

Mr. ZHAO Jiejun HEE L — — — — —
Mr. ZHANG Ping R ELE - - - - -
Mr. CHEN Yiyi Rk - - - - -
Mr. SUN Qian e vk - — — - -
Ms. SHAO Lijun HEEXL — - - - —
Total st - 2,266 2,560 46 4,872
One director was granted share awards in respect of their services BERRRRMDERBTE - —RE
to the Group under the share award scheme of the Company, EREHAIEENRBERRKR G E
further details of which are set out in note 30. B E— PSR IEES0
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31 December 2025 20254 12 31 H

9. FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included one director
and the chief executive (2024: one director and the chief executive),
details of whose remuneration are set out in note 8 above. Details of the
remuneration for the year of the remaining four (2024: four) highest paid
employees, who are neither a director nor chief executive of the Company

are as follows:

hEEEFMES
RFEE AEBmyMEERE—%
EERERTBABQI2LF : —%4
EERGERTTBRAER)  EFHMFS
R EXHEs e AFE - 2 THA
(2024 %F - WMA)WIERRRIESE RIE
EeTBABN&SREEFMFELN
B

2025 2024
2025F 20244
RMB’000 RMB'000
ARET T ARETF T

Salaries, allowances and benefits in kind e EMEREMEF
Pension scheme contributions BRIREFT IR

Other composition H b #ARK

Total @t

13,261 12,593
187 186
8,335 8,437
21,783 21,216

The number of non-director and non-chief executive highest paid
employees whose remuneration fell within the following bands is as
follows:

BN T T oA R e = F BN E B (3F
EEEBRRITBRAB)RWABMT ¢

Number of employees

HKD4,500,001 to HKD5,000,000 4,500,001 7T £ 5,000,000 7T
HKD5,000,001 to HKD5,500,000 5,000,001 72 5,500,000 /57T
HKD6,000,001 to HKD4,500,000 6,000,001 T ZE 6,500,0007/5 7T

Total BET

BEAH
2024
20245
— 1
1 P
3 3
4 4
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10.INCOME TAX 10.Ff 8

2025 2024

2025 F 2024 FF
RMB'000 RMB'000
ARET T AREF T

Current - PRC profits tax BVER — R B RS 81
Underprovision in prior years BEFERETT 1,176 —
Charge for the year FRMAX 794 1,231
Total tax charge for the year FNFIIEFH L B5E 1,970 1,231
A reconciliation of the tax credit applicable to loss before tax at the B A AT BT 18 A M A B S i AR A A
statutory tax rate for the country in which the Company and the majority MERZEWBARMTERRES
of its subsidiaries are domiciled and operated to the tax expense at the RAER R EIRER R R ENTIE
effective tax rate is as follows: A RFEBRRENT
2025 2024
2025 2024 4F
RMB’000 RMB'000
AREET T AR®BFIT
Loss before tax BT BB 1R (371,056) (63,284)
Tax at the statutory tax rate (note (i) AT EFGTEMRIBHEG) (92,764) (15,821)
Lower tax rate for specific provinces or FFTE & 10 g 7 A AR 1 Y
enacted by local authority (note (ii) (note (i) BMEF R (M (1)) (B EE Giii)) 88,734 15,786
Effect of withholding tax at 10% on the REE—HFEMBRTEMNFE
interest paid by a PRC subsidiary of the Group % 10% sH2TE IR HO S/ & 414 741
Tax losses not recognised REERTIBEIE 4,468 716
Underprovision in prior periods BEEEEBET R 1,176 —
Tax losses utilised from previous periods BESMEEARIESE (58) (191)
Tax charge at the Group's effective rate BAREEERLLE(1%)
at (1%) (2024: (2%)) (2024 4F = (2%))
FHEMBRIER X 1,970 1,231
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31 December 2025 20254 12 431 H

1 0 INCOME TAX (continued)

Notes:

(i)

(i)

(iif)

The Company incorporated in the Cayman Islands, is not subject to any income
tax pursuant to the local rules and regulations. Hong Kong profits tax has not
been provided as there were no assessable profits arising in Hong Kong
during the year. Entities in the PRC were generally subject to the PRC enterprise

income tax rate of 25% for the year ended 31 December 2025 (2024: 25%).

According to the Enterprise Income Tax Law of the PRC (the "EIT Law"), the
Group's income arising from agricultural activities, such as dairy farming and
the processing of raw agricultural products, is exempt from income tax.

In accordance with “The notice of tax policies relating to the implementation of
the Western China Development Strategy” (B IRE8. ERIAE. BEIRHLEER
CRARE B PR RS KRB EFTSBIBERBAE) ), the Group's taxable income
arising from the processing of grass is subject to a preferential tax rate of 15%
from 2021 to 2030.

11.DIVIDENDS

The directors do not recommend the payment of any dividend for the
year ended 31 December 2025 (2024: a final dividend in respect of the
year ended 31 December 2023 declared and paid in 2024 amounting to
RMB17,588,000).

CHINA SHENGMU ORGANIC MILK LIMITED A BREHRA I ZEER A A

10.Fr 15

MisE

(i)

(i)

(iif)

FIL(E)

AARERSHSHMKYT - RIEEH
795 B KA AR B RSN R TSR - &
EEWEREEFESHEREE 1D
R E R A BB E A R R BUEF o
REZE2025F12A31HIEFE - £
FHEEE —ARBIL 25% (2024 FF : 25%)
R R BN B TR -

RECPEARLAMB & EPFSEIE)
(TE3FEHIE]) - ARERERESE
BN RERNAREROMT)M
WA FR RPN -

REBEEE - BHES  BRBEBKER
(AREET D ARABECEMSRECE
WAs) REEREERINIHER
FRUA B 2021 F = 2030 F IR 15% 1
BEFREF

1.8 2

EETEZE E2025F12 A 31
B IEF R EMAR S (2024 F 7
2024 F E Ik RIRT B E 2023512 A
JNALEFENRBAREBEAARE
17,588,000 7T) °



Notes to Financial Statements

12.LOSS PER SHARE ATTRIBUTABLE TO

ORDINARY EQUITY HOLDERS OF THE
PARENT

The basic loss per share amount is calculated by dividing the loss for
the year attributable to ordinary equity holders of the parent, and the
weighted average number of ordinary shares of 8,295,884,000 (2024:
8,207,944,000) outstanding during the year.

The calculation of the diluted loss per share amounts is based on the
loss for the year attributable to ordinary equity holders of the parent of
RMB373,396,000 (2024: RMB65,495,000). The weighted average number
of ordinary shares used in the calculation is the number of ordinary
shares of 8,295,884,000 (2024: 8,207,944,000) outstanding during the
year. No adjustment has been made to the basic loss per share amounts
presented for the year ended 31 December 2025 and 2024 in respect of
a dilution as the impact of the share awards outstanding had an anti-
dilutive effect on the basic loss per share amounts presented.

B 75 #R AR MY &

37 December 2025 20254 12 A 31 H

12. 8 AR EBERERRE

BABGEREE

BRERNBBIIREI QAL BRER
BB ABEFANEBBRUANRFERNE T
L3 AR B N AE T 15 1R £88,295,884,000
% (2024 4F : 8,207,944,000 1% )5HE -

BRESEBRLBHIBRESARL R
REZFBBEABLAFEBEEAR
#373,396,000T(2024F « AR
65,495,000 7L )5t & o T EHRE A
TERmMETEHEAFABEITER
B% # H 8,295,884,000 0% (2024 4F :
8,207,944,000% ) o & £ 2025412
A318 K2024F12A31B It FE
EINEREABECELEREE
EH AT - REZERITEMRMD R
BE27NEREABESERERE

A=A
/5{7%0

Number of shares

R EE

2024
2024 F

Rt BB RERNEREIANFA
B RIT T BARNEFHE

Weighted average number of
ordinary shares in issue during
the year used in the basic loss
per share calculation

8,295,884,000 8,207,944,000
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31 December 2025 20254 12 31 H

13.PROPERTY, PLANT AND EQUIPMENT

Buildings

B
RMB'000
ARETR

31 December 2025
At 1 January 2025:
Cost
Accumulated depreciation

Net carrying amount

At 1 January 2025, net of
accumulated depreciation

Additions

Reclassification

Transfers

Disposals

Depreciation provided
during the year

Transfers to right of use asset
(note 14)

Transfers to other intangible

assets (note 15)

At 31 December 2025,
net of accumulated

depreciation and impairment

At 31 December 2025:
Cost
Accumulated depreciation
and impairment

Net carrying amount

20255128318
R2025F 1818 :

Machinery
and
equipment

RERRE
RMB'000
ARETR

13.9% - BERRE

Office

and other
equipment
N
HitR
RMB'000
ARETR

Motor

vehicles

EWIA
RMB'000
ARETR

Construction

in progress

EEIR
RMB'000
ARETR

Total

At
RMB'000
ARETR

[R1E 2,547,711 557,635 200,521 15,365 14,252 3,335,484
ZEME (996,657)  (324,449) (116,614  (11,839) —  (1,449,559)
BEHFE 1,551,054 233,186 83,907 3,526 14,252 1,885,925
R2025F1 718
MK EHE 1,551,054 233,186 83,907 3,526 14,252 1,885,925
NE 11,899 34,061 16,384 - 63,888 126,232
EXiipay! 615 (46) (565) (6) = =
EL e 70,216 1,243 146 - (71,605) -
HE (12,407) (1,306) (277) (588) - (14,578)
FRMERE
(128,163) (37,495  (24,363) (2,161) - (192,182
BRECAEEE(MT14)
— — = - (85) (85)
BRTHNWENEE
(PfizE15) - — - - (1,884) (1,884)
R2025F 128318
Mk ZEHrE RAE
1,493,214 229,645 75,232 771 4,566 1,803,428
R2025%12 8318 :
e 2,618,528 580,409 212,532 3,531 4,566 3,419,566
ZFMERRE
(1,125,314)  (350,764)  (137,300) (2,760) - (1,616,138)
REFE 1,493,214 229,645 75,232 771 4,566 1,803,428
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13.PROPERTY, PLANT AND EQUIPMENT 13.9% - MERZRE =

(continued)
Machinery Office
and and other Motor Construction
Buildings  equipment  equipment vehicles in progress Total
N
BEY BERZHE HEMRE ERIE  AERIR @t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARBTT ARBTRT ARETT ARBTR ARETR
31 December 2024 2024128318
At 1 January 2024: R2026F1 /18 :
Cost [R1E 2,340,454 526,298 181,904 15,672 159,012 3223340
Accumulated depreciation Rt E (880,728)  (293:828) (97,068) (6578) - (1,278202)
Net carrying amount REFE 1,459,726 232,470 84,836 9,094 159,012 1945138
At 1 January 2024, net of R2024F1A1H
accumulated depreciation MR REE 1,459,726 232,470 84,836 9,094 159,012 1,945,138
Additions NE 3,100 42,852 20,947 - 84,584 151,483
Reclassification ENNE - (2,195) 2,195 - - -
Transfers B 213,881 1,058 547 - (215486) -
Disposals HE (9.187) (1382) (962) (29) - (11,560)
Depreciation provided FRTERE
during the year (116,466) (39,617) (23,656) (5,539) — (185,278)
Transfers to other intangible ERTHMEVEE
assets (note 15) (Fft3E15) - - - - (13,858) (13,858)
At 31 December 2024, 2024656124318
net of accumulated Nk ZFTERRE
depreciation and impairment 1,651,054 233,186 83,907 3526 14,252 1,885,925
At 31 December 2024 20245612 A31H
Cost e 2,547,711 557,635 200,521 15,365 14,252 3,335,484
Accumulated depreciation ZEMERAE
and impairment (996,657) (324,449) (116,614) (11,839) —  (1,449,559)
Net carrying amount EmFE 1,551,054 233,186 83,907 3,526 14,252 1,885,925
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31 December 2025 20254 12 31 H

14.LEASES
THE GROUP AS A LESSEE

1478 €
REBEAREBA

The Group has lease contracts for various items of leasehold land used
in its operations. Lump sum payments were made upfront to acquire the
leased land from the owners with lease periods of 5 to 70 years. Leases
of plant and machinery, motor vehicles and other equipment generally
have lease terms of 12 months or less and/or are individually of low
value. Generally, the Group is restricted from assigning and subleasing

the leased assets outside the Group.

(a)

RIGHT-OF-USE ASSETS

The carrying amounts of the Group's right-of-use assets and the

movements during the year are as follows:

As at 1 January 2024
Additions
Depreciation charge
Lease modification

As at 31 December 2024
and 1 January 2025

Additions

Transfer from construction
in progress (note 13)

Depreciation charge

Lease modification

Impairment

As at 31 December 2025

MR2024F1 A1 H
NE

WeEMx
HEZSE

202412 A31H
202591 H1H

NE

ERaTEIR
(Mf7E13)

FEMRX

HEZE

A

M2025%F12 A31H

AEEAERANERBGEENZEEE
THHEENEESN - SREAEL—
REMFTARETRERRB5ET0
FOMRELH - BFERHS - BT
ANREMBENHBARER12(E
AT - R/ HERRENEER
Ko—Bms  AEETBAAEE
MIOMANTEEEDHBEEE -

() EREEE
FARKEEREEENR@E

REEHIT

Leasehold land Prepaid land Total

FHE i FEAT T it BT
RMB’'000 RMB’'000 RMB’'000
ARET T AREET T ARET T
53,647 542,082 595,729
1,176 2,818 3,994
(15,827) (4,005) (19,832)
15,005 — 15,005
54,001 540,895 594,896

= 85 85
(16,130) (4,100) (20,230)
(583) — (583)
— (316,507) (316,507)

37,288 220,373 257,661
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14. LEASES (continued)
THE GROUP AS A LESSEE (Continued)

(a)

RIGHT-OF-USE ASSETS (Continued)

Impairment testing for right-of-use assets

As of 31 December 2025, the management has identified the
undeveloped land, designated for future forage and feedstock
cultivation, as a separately identifiable cash-generating unit ("CGU"),
with impairment indicators before considering the recoverable

amount of such asset.

The recoverable amount was RMB154,000,000 which has been
determined based on the higher of fair value less costs of disposal
and value-in-use. The cash flow projections were derived from
expected rental income over the approved land use period, net
of anticipated development and operating costs. The recoverable
amount was based on valuation performed by JZ (Shanghai) Assets
Appraisal Co.,Ltd., an independent professional qualified valuer.
The discount rate applied was 6.3%, reflecting the risk-free rate

and project-specific risks.

The key assumptions on which management has based its cash
flow projections to undertake impairment testing are as follows:
(i) the expected rental income taking into account a growth rate
of 10% for each 10 years after considering future demand and
inflation rate in Chinese mainland; (ii) occupancy rate; and (iii)

vacancy rate.

B 75 #R AR MY &

37 December 2025 20254 12 431 H

14.HE »)

REBEREBEAE)

(@)

EREEE(E)
EAEEERERR

HZE2025F 128310 EHE
E AR L (e T AR KRR
fR R REHEMEE) &5 A
N HAEeELEMN([BEE
EEBAL]) - RIHEZEEZ AT
El AT HETERET R -

Al e 5 %8 A A R 154,000,000
TC 0 IIRIE R BRI B K AN
FREEME L RaEEE - 1
& ETHARBZE LR
HRMTEHBES WA - NBRIEET
8 R 2 B ARG H - ATk
SEDREBIEXEERME
MeF( L) BEETHBRAR
EITHEEETE - FIERARARLR
KE63%  REMEERRFER
HE T RR -

B BT E R S B PR IR AY
HerEBAlEE2/REZOT :
() FEBHESWATIEEEFER
HARRFBREBRER  ZEG+
FI0%MEREFTE : (i) H A
o R(NEEX -
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31 December 2025 20254 12 31 H

=
14.LEASES (continuea) 14.HE »)
THE GROUP AS A LESSEE (Continued) AEBERFBEAE)
(a)  RIGHT-OF-USE ASSETS (Continued) ) EREEEGE)
Impairment testing for right-of-use assets (Continued) FRABEERBNRE)
The following table demonstrates the sensitivity to a reasonably TRERNMABEMESREFT
possible change in rental income growth rate, land utilization rate BHERAT  ANEBORTADG
and vacancy rate with all other variables held constant, of the MEHSWABREE - THF A
Group's profit before tax. ERTEBRESIEAIGEEBNH
RR[E o
Increase/
(decrease)
in profit
before tax
B 54 A A
&, Cr )
RMB'000
AREF T
Decrease in rental income growth rate of 5% HeWAEEETEE 5% (3,000)
Decrease in land utilization rate of 1% THF A ETEE 1% (7,000)
Increase in vacancy rate of 1% ZEEEIEIN1% (8,000)

200 CHINA SHENGMU ORGANIC MILK LIMITED 7 EIEBHE #4h 5 A TR A 7l



14. LEASES (continued)
THE GROUP AS A LESSEE (Continued)

(a)

(b)

RIGHT-OF-USE ASSETS (Continued)

Notes to Financial Statements

Impairment testing for right-of-use assets (Continued)

During the reporting period, by comparing the carrying value of

the right-of-use assets with the recoverable amount, the Group
provided impairment amounting to RMB316,507,000 (2024: Nil)
related to right-of-use assets in other expenses.

LEASE LIABILITIES

The carrying amount of lease liabilities and the movements during

the year are as follows:

B 75 #R AR MY &

37 December 2025 20254 12 A 31 H

14.78E =)

REBEREBEAE)

(@)

(b)

Carrying amount at 1 January

New leases

Accretion of interest recognised
during the year

Lease modification

Payments

Carrying amount at 31 December

Analysed into:
Current portion
Non-current portion

M1 A1 BREREE
HHE
FAERNF SIBE

=
i)
\
/!

A EE T

3

.

i

7212 A 31 BEEREE

DT
BIEREE
FERNERER >

EREEE(E)
EREEEREBERAFGE)

RGN - NEBEBBLLRE
AREEZEAERATKES
B REMAZPHRERAEEE
AR E AR 316,507,000 7T
(20245 : &) o

HEERE
FAREREHEEERSHY
™
2025 2024
2025 F 2024 4
RMB’000 RMB'000
AetTr N
58,623 51933
- 1,176
1,759 4,800
(1,017) 16,498
(17,636) (15,784)
41,729 58623
17,025 17036
24,704 41587
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31 December 2025 20254 12 31 H

14. LEASES (continued) 14.8E& =)
THE GROUP AS A LESSEE (Continued) AEBERFBEAE)
(c)  The amounts recognised in profit or loss in relation to leases are as (c) REZTHERENES@ANTSE
follows: LURNN

2025 2024

2025 F 2024 FF
RMB'000 RMB'000
ARBET T ARBF T

Interest on lease liabilities T AE MK A 8

incurred in other cost HEEEFE 1,759 4,800
Depreciation charge of right-of-use assets A& ENER X

(after capitalisation) (BA1bi®) 18,417 17,808
Expense relating to short-term leases HEHHERENRY 12,825 31,350
Expense relating to leases of HEEEEENERENAX

low-value assets 1,814 580
Total amount recognised in profit or loss RIBRERNEBE S 34,815 54,538

(d)  The total cash outflow for leases is disclosed in note 32 to the (d) HMERSROATERMEHREN
financial statements. 32T o
/ ~.
15.0THER INTANGIBLE ASSETS 15. Hth B & &=

Technical Computer
know-how software Total

52l 058 TIEE
RMB'000 RMB'000 RMB'000
ARBTT AR®BTR ARBT T

31 December 2025 2025%F 128 31H
Cost at 1 January 2025, net of 202591 A1 BRI

accumulated amortisation Bk 25T 398 22,887 23,285
Additions VIN=E — 6 6
Transfer from construction EfEETREE(ME13)

in progress (note 13) — 1,884 1,884
Amortisation provided during the year F PR 5B & (22) (2,944) (2,966)
Disposals HE — — —
At 31 December 2025 2025912 831 H 376 21,833 22,209
At 31 December 2025: 202512 8318 -

Cost [R1E 15,404 30,105 45,509

Accumulated amortisation and RETEENORE

impairment (15,028) (8,272) (23,300)
Net carrying amount REFE 376 21,833 22,209
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15.0THER INTANGIBLE ASSETS (continved) 15. Htt B EE o)
Technical Computer
know-how software Total
it A BB st
RMB'000 RMB'000 RMB'000

ARETT ARETTT ARETT

31 December 2024 202412 A 31 H
Cost at 1 January 2024, net of 2024 F 1 A1 BRI -
accumulated amortisation kR R T8N — 10,893 10,893
Additions NE 400 — 400
Transfer from construction BEETTRER(ME13)
in progress (note 13) — 13,858 13,858
Amortisation provided during the year & A §5 5 {5 (2) (1,754) (1,756)
Disposals ke — (110) (110)
At 31 December 2024 M2024%F12 A31H 398 22,887 23,285
At 31 December 2024: R2024F 123318 -
Cost EEN 15,404 28,215 43,619
Accumulated amortisation and 2FH# S LORE
impairment (15,006) (5,328) (20,334)
Net carrying amount REFE 398 22,887 23,285
T — s
16.INVESTMENTS IN ASSOCIATES 16. R E QN RINRE
2025 2024
2025 F 2024 £
RMB’'000 RMB'000
ARET T AREFIT
Share of net assets EIEEEFRE 84,967 34,644
The Group's trade receivable and payable balances with the associates AEFMEBERNFNE SRR RER
are disclosed in note 35 to the financial statements. EHRPI SRR E 35 P HE -
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B 7% ¥R 2R MY

31 December 2025 20254 12 31 H

16.INVESTMENTS IN ASSOCIATES (continved) 16. REEE N BINRE =)

Particulars of the associates as at 31 December 2025 are as follows:

2025912 A31 0 B R AIHEE

B

Percentage of

Place of equity interests
Registered registration and attributable
Name capital operations to the Group Principal activities
REEEG
=L HEMEAR MR R A BRETDLE FTEEKIH
Food Union Shengmu Dairy Co., Ltd. USD 111,000,000 PRC/ 1.85% Dairy processing
("Food Union Shengmu”) Chinese mainland
EREBAERIMERAT 111,000,000 B, 1.85% FLEMMNT
([Er#aER]) ET  FEAM
Inner-Mongolia Mengniu Shengmu RMB  PRC/ 49%  Sale of dairy products
High-tech Dairy Co., Ltd. 300,000,000  Chinese mainland
RES=ESS-cL T AR¥E  HE 49% FLEMIEE
AmBRATR 300,000,0007C HEIAH,
Inner-Mongolia Yiyingmei Dairy RMB  PRC/ 8.64%  Dairy processing
Co., Ltd. ("Yiyingmei") 250,000,000 Chinese mainland
NEREHBXIAXREFRAA AR¥E  HE 8.64% FLEmINT
(T=28x]) 250,000,0007C HFEIAH
Mudanjiang Liang yuan Technology RMB  PRC/ 7.00% Feed processing
Co., Ltd. ("Liang yuan”) 100,000,000 Chinese mainland
HTRBRREBR LA ARY  HB 7.00% ERHINT
(Mesl) 100,000,000 7T A EIAM
Inner-Mongolia Shengmu Low- RMB  PRC/ 16.67%  Sale of dairy products
Temperature Dairy Products 60,000,000 Chinese mainland
Co., Ltd.
NEHERIEAIABERA A ARY  HBE 16.67% FLERIHE
60,000,000 HEA
Bayannur Muyiyuan Bio-Tech Co., Ltd. RMB  PRC/ 49%  Organic manure
20,000,000 Chinese mainland processing
EEERmHMaREYMRHR AR¥ HE 49% BHRELEIE
BIRAA 20,000,000 HEIA
Bayannur Shengmu High-tech RMB  PRC/ 9.12%  Grass planting
Ecological Forage Co., Ltd. 273,180,000 Chinese mainland
BEERmERSEHERE AR HE 9.12% HEXEEBHE
EXARRQA 273,180,0007C HEIAH,
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Notes to Financial Statements

16.INVESTMENTS IN ASSOCIATES (continved)

The following table illustrates the aggregate financial information of the
Group's associates that are not individually material:

B 7% i 2 B &
31 December 2025 20254 12 431 H
16. REEE R RNRE @

TERABAREFEFEANBZ R
BIRARR T E R

Share of the associates’ profit and JE(REEE N A FEER

loss for the year
Share of the associates’ total

comprehensive income

AEERBEARKRE
B #E AR 2 B8

Aggregate carrying amount of
the Group's investments in the associates

RS NEI: Rk

2025 2024

2025 F 2024 FF
RMB’000 RMB'000
ARET T ARBEFIT
(3,474) 2,317
(3,474) 2,317
84,967 34,644

The Group's shareholdings in the associates comprise all the equity
shares held by the subsidiaries of the Company.

All the above associates have been accounted for using the equity method
in these financial statements. The Group has discontinued the recognition
of its share of losses of two associates because the share of losses of the
associate exceeded the Group's interests in the associate. The amount
of the Group’s total unrecognised share of losses of cumulatively was
RMB51,926,000 (2024: RMB32,022,000).

A BB A TR R BE AR F)
b 8 2 30 7 45 B0 P A AR o

M EFBMmMEKRF - A Ll ey EE
REHRARZEARE - AKEHE
IFERERWERE AR EGEE
B AAZBEARNELEERBR
REBRZEHENRIMEZR - A&
ERAARERNOELEEBEAA
R #51,926,0007T(2024F : AR #
32,022,0007¢) °
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B 7% ¥R 2R MY

31 December 2025 20254 12 31 H

17.BIOLOGICAL ASSETS

(a)

NATURE OF ACTIVITIES

The biological assets of the Group comprise primarily dairy cows
held to produce raw milk and beef cattle raised for sale.

The quantity of biological assets owned by the Group as at 31
December 2025 and 31 December 2024 is shown below.

Milkable cows paSes
B - EF ALY

Heifers, calves and beef cattle

Total et

17. 5 EE

EBME
AEENENEETIERERE
EERBDNDF RFASFEHE
RZaAL

ANEER20255F128318 &
202412 A3 HIEARNAYWE
ESEE R -

2024
2024 4F
Head
G}

70,316 62,842
80,375 93,639

150,691 156,481

The Group's biological assets include heifers and calves, milkable
cows and beef cattle. Heifers and calves are dairy cows that have
not had their first calves. In general, heifers are inseminated with
semen when they reach the age of approximately 14 months. After
approximately 9 months following a successful insemination, a
calf is born and the dairy cow begins to produce raw milk and the
lactation period begins. The heifers, at this time, will be transferred
to the group of milkable cows. A milkable cow is typically milked
for approximately 305 days before a dry period of approximately
60 days. The male calves will be sold when born while the female
calves will be bred for six months and then transferred to heifers.
Beef cattle will be bred for three to six months and then sold for
profits. The sale of biological assets is not the Group's principal
activity and the proceeds net of cost of sales are recorded as other
gains or losses.

The Group is exposed to a number of risks related to its biological
assets. In addition to the financial risks disclosed in note 38, the
Group is exposed to the following operational risks:

CHINA SHENGMU ORGANIC MILK LIMITED A BREHRA I ZEER A A

AEENENEEBRAERT R
B/ KB RAY - BRTR
BEAREBBEFTONT - —&
ME - BRFENI4ERKE
A5 MEBHOEAR B
T MY FIIA A E REHY
WHIRTILE - LB KA
ABRE R - KEFFEL 60X
HF A EART — AREJHAI 305 K »
MAENBEFBRLE  MEES
FERBENEABRBABS KT -
REHEABEIZEARLEE
Mo HEEMEELTRAEE
MERER - BENREERAD
PSRBT ER M I8 B 2 H i at
kB -

REERSEBEEMEENS
TE AR o BRI 5E 38 3 BB Ay B B
BRI - REEEH A TEER

e
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Notes to Financial Statements

17.BIOLOGICAL ASSETS (continued)
(a) NATURE OF ACTIVITIES (Continued)

(i

(ii)

REGULATORY AND ENVIRONMENTAL RISKS

The Group is subject to laws and regulations in the
location in which it operates breeding. The Group has
established environmental policies and procedures which
aim at complying with local environmental and other
laws. Management performs regular reviews to identify
environmental risks to ensure that the systems in place are

adequate to manage these risks.

CLIMATE, DISEASE AND OTHER NATURAL RISKS

The Group's biological assets are exposed to the risk of
damage from climatic changes, diseases and other natural
forces. The Group has extensive processes in place which
aim at monitoring and mitigating those risks, including

regular inspections, disease control, surveys and insurance.

The Group is exposed to fair value risks arising from
changes in the price of the dairy products. The directors of
the Company are of the opinion that there are no available
derivatives or other contracts which the Group can enter
into to manage the risk of a decline in the price of the dairy
products.

B 75 #R AR MY &

37 December 2025 20254 12 A 31 H

17.5MEE =

(a) EBHEE)

(i

(ii)

EERREAR
AREBMABETHETER
P FE 30 B RO SR R BB ©
AEBECHEEHEETE
WIRE R EMEARNIRE
BREERF - BEEEETT
EMEESAHERRER
% - I WER P E B B E
RAEEZERR -

RIR - KRR EMBERE

A
ag
PN

REBOEYEERHR
BREEL  KEEEM

BANENBIERER - KN
SECRIEAERERER
W EZERR  BHE
HmE - KBTS #E
AR AR -

AEBEZAXIHNRER
HE RO R FEER -
ARREZRR AEHE
WEAIMOITE T ARE
A AR L& HARE
B R RER NRARE -
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B 7% ¥R 2R MY

31 December 2025 20254 12 31 H

17.BIOLOGICAL ASSETS (continued) 17.5EE
(b) VALUE OF BIOLOGICAL ASSETS (b) EYEEEE
The values of the Group's biological assets at the year end were as RERAEBENEMEEEBED
follows: ™

Heifers,
Milkable calves and
cows beef cattle Total

BRAF - EF
SRS mEt
RMB’'000 RMB'000 RMB'000
ARMET T ARBT T ARMET T

31 December 2025 2025% 128 31H
At 1 January 2025 7R2025%F1 A 1H 1,942,658 1,523,863 3,466,521
Increase due to raising BA] &) 12 32 1

(feeding costs and others) (BB AR R E M) — 1,296,542 1,296,542
Transfer L 1,111,292 (1,111,292) =
Decrease due to sales EShaek-o/z 20 (378,681) (254,667) (633,348)
Loss arising from changes in NEEEZHFHEEEA

fair value less costs to sell EEMNEER (624,717) (150,952) (775,669)
At 31 December 2025 2025912 A31H 2,050,552 1,303,494 3,354,046
Analysed as: DT

Current mE — 17,133 17,133

Non-current FERED 2,050,552 1,286,361 3,336,913

2,050,552 1,303,494 3,354,046
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B 75 #R AR MY &

37 December 2025 20254 12 A 31 H

17.BIOLOGICAL ASSETS (continued)

17.5MEE =

(b) VALUE OF BIOLOGICAL ASSETS (Continued) (b) *YMEEEEE)
Heifers,
Milkable calves and
cows beef cattle Total
B - BY
PSS RAH st
RMB'000 RMB'000 RMB'000
AREF T AREEF T AREF T
31 December 2024 202412831 H
At 1 January 2024 R2024F1A1H 1,930,158 1,284,071 3,214,229
Additions RNE — 118,767 118,767
Increase due to raising (A & 2 48 0
(feeding costs and others) (BENA R EAM) - 1,387,998 1,387,998
Transfer aEEY 894,269 (894,269) —
Decrease due to sales H &R (304,374) (142,797) (447,171)
Loss arising from changes in NHEZEFIEEER
fair value less costs to sell EEXBE (577,395) (229,907) (807,302)
At 31 December 2024 R 2024F 12 A31H 1,942,658 1,523,863 3,466,521
Analysed as: ST
Current ED — 86,383 86,383
Non-current FETRED 1,942,658 1,437,480 3,380,138
1,942,658 1,523,863 3,466,521

REBETEFREMEMEETIHIIT
The Group's biological assets in the PRC were independently valued EBRTEETERBHAERAF
by Jones Lang LaSalle Corporate Appraisal and Advisory Limited (T EET DB (EE  MPE
BSE1T T /5 B2 5% [ T A A B 1) 0
VEBREETEM HERE
WERITANEEENEETEA

("JLL"), a firm of independent professional qualified valuers not
connected with the Group, which has appropriate qualifications and
recent experience in the valuation of biological assets.
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B 7% ¥R 2R MY

31 December 2025 20254 12 31 H

17.BIOLOGICAL ASSETS (continved) 17. 5 MEE =

(c) FAIR VALUE HIERARCHY () AFEER
The Group uses the following hierarchy for determining and REBEFEATIERET M FEE
disclosing the fair values of biological assets: EYEERNATE

FR-ENHEREEREER
TR IG A FT R ORI ) (B

Level 1 - based on quoted prices (unadjusted) in active markets for
identical assets or liabilities

FoR-ERNTEEKRAERER
A2 EEERENAF
BEREEAFE)NBETE

Level 2 — based on valuation techniques for which all inputs which
have a significant effect on the recorded fair value are observable,
either directly or indirectly

F=M-ENTABRITIEH
BENEMS2EZETABRESE
B)HRENAFEEEAY

Level 3 — based on valuation techniques for which any inputs which
have a significant effect on the recorded fair value are not based on

observable market data (unobservable inputs)

210
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2)MHETE
Level 1 Level 2 Level 3 Total
E—R E=4 E=4 @st
RMB'000 RMB’000 RMB'000 RMB'000
ARET T ARET T ARETT AR®ETR
As at 31 December 2025 R2025%12 31 H - - 3,354,046 3,354,046
As at 31 December 2024 R2024F 128318 - - 3,466,521 3,466,521




17.BIOLOGICAL ASSETS (continued)

(d)

DESCRIPTION OF VALUATION TECHNIQUES USED AND KEY (d)

INPUTS TO VALUATION ON BIOLOGICAL ASSETS

The following table shows the valuation techniques used in the

determination of fair values within Level 3 of the hierarchy, as well

as the key unobservable inputs used in the valuation.

Notes to Financial Statements

B 75 #R AR MY &

37 December 2025 20254 12 A 31 H

17.5EE =

FHEEMEEMAGER

LEEg2EEFHE

TRINFREE R =R FER
FTAMEET EAREERTA

MR T BRBAE -

Type

gE

Valuation approach

fHET A

Key unobservable inputs

BRTIEESZE

Inter-relationship
between key
unobservable inputs
and fair value
measurements
ERTUER
SEZEENTEITE
ZBNAERE

Calves and heifers

BERERT

The fair value of the heifers purchased
within 6 months prior to each reporting
date is determined with adjustment

by adding the feeding costs from the
purchase date to the reporting date.
RNEHRERHAEARNBENEK
SRATEDMERRERBEER
ERBZENERKRAMERRKE

.

JE°

For the calves and the rest of the
heifers, the fair value of 14-month-old
heifers is determined by referring to
the market price of the actively traded
market.
REBFRHBBMEME 14187
ANBERFHATELER S ERD
BRIMEERT

Average market price of the heifers of
14 months of age:

RMB19,000 to RMB19,500 for the

year ended 31 December 2025 (2024
RMB19,000 to RMB19,500).
1WERARNERG 0 FIIHE -
HZ200BF12A3BEFERAR
19,000 TE AR 19,500 7(2024
F: AR¥19,000TE AR 19,500
) e

The estimated fair value
increases when the market

price increases.

ESME - a2 FE
e
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B 7% ¥R 2R MY

31 December 2025 20254 12 31 H

17.BIOLOGICAL ASSETS (continued) 17.5EE =
(d) DESCRIPTION OF VALUATION TECHNIQUES USED AND KEY (d) FEEVEEMARERE

INPUTS TO VALUATION ON BIOLOGICAL ASSETS (Continued)

LEgsEEFEE)

Type Valuation approach Key unobservable inputs
Liztid) ERE BRTUEESZE

Inter-relationship
between key
unobservable inputs
and fair value
measurements
BERTUHRR
SEERNTE?E
ZENHEERE

The fair values of the heifers over

14 months of age are determined by
adding the breeding costs required to
raise the heifers from 14 months old
to the respective specific ages plus
the estimated margins that would be
required by a raiser.
BB1LEARNERFNATER
MERBERF14EAREEES
BREFRABOARKA - B
fhEt AR B ERNONBET -

The fair values of the heifers under

14 months of age and the fair

values of the calves are determined
by subtracting the breeding costs
required to raise the heifers or calves
from the respective specific ages to
14 months old and the margins that
would be required by a raiser.
PRVGERRNERGF N R TFER
BEOA AR BEERTXE
TRZEBEFRBEZLERKR
PR AERA R ERERZLNF

BET -
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17.BIOLOGICAL ASSETS (continued)

(d) DESCRIPTION OF VALUATION TECHNIQUES USED AND KEY (d)
INPUTS TO VALUATION ON BIOLOGICAL ASSETS (Continued)

Notes to Financial Statements

B 75 #R AR MY &

37 December 2025 20254 12 A 31 H

17.5EE =

FHEEMEEMAGER
LEgsEEFEE)

Inter-relationship
between key
unobservable inputs

and fair value

Type Valuation approach Key unobservable inputs measurements
BRTABE
SEZEENTEGE
il BERE BRTUEESZE Z BB EEEE
Milkable cows The fair values of milkable cows are For the quantity of the The estimated fair value
KB determined by using the multi-period ~ milkable cows, assuming decreases when the

excess earnings method, which is
based on the discounted future cash
flows to be generated by such milkable

Cows.

REFHRTEDERS BBREMN
EBE  RAERBLER TR
EENBERARRERERE -

the number of the existing milkable
cows as at the year-end will decrease in
the projection period at certain culling
rates due to natural or unnatural factors,
which include illness, difficult birth, low
milk production or completion of all
lactation periods, the estimated overall
culling rate ranges from over 18% up

to 100% along with the increase of the
number of the lactation periods.
RRBENHEMNS  BRIAANE
SEARBEARRRE TRARHAR
BRAIEERRR(BERR - BE
EENERZHHAPER)MRER
A o e BREAEEEERILS
BB N EFHE18% 2 100% °

estimated culling rate

increases.

DX LA - fiat
AFERD -
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31 December 2025 20254 12 31 H

1 7 BIOLOGICAL ASSETS (continued)
(d) DESCRIPTION OF VALUATION TECHNIQUES USED AND KEY (d) FEEVEEMARERE

INPUTS TO VALUATION ON BIOLOGICAL ASSETS (Continued)

17.5EE =

LEgsEEFEE)

Type

i

Valuation approach

ERERS

Key unobservable inputs

BRTIEEZZE

Inter-relationship
between key
unobservable inputs
and fair value
measurements
BERTUHR
SEERNTE?E
ZENHEERE

The calving interval (including

the dry period and open days) is
estimated based on historical data
and is assumed to be 400 days (each
milkable cow will give birth to a calf
every 400 days). This 400-day period
is one lactation cycle in this valuation

exercise.

BEBABEMG - REE(REL
R R FAERER) R 3R /% 400 R (B SEAK
BEBER A0 KA T —SRESF)
It 400 RERRITE UL ER A—EWD
B .

A milkable cow could have as many

as six lactation periods. The estimated
average raw milk production volume
per head for the lactation period ranged
from 10.7 tonnes to 13.7 tonnes for the
year ended 31 December 2025 (2024
10.8 tonnes to 12.8 tonnes) depending
on the number of the lactation periods
and the individual physical condition.
GEREF R MEE AR
HZ2025F12 A3 ALEFEMMER
BEBIAAGETHRMNEEN
F10.7HEE 13.7W8(2024 5 : 10.8 M8
F128M)  RYBIHORE L EER
REMRME o

The estimated feed costs per kilogram
of raw milk for the year ended 31
December 2025 ranged from RMB1.66
to RMB2.47 (2024: RMB1.86 to RMB2.69).

BE00XF12ANBLEEEST
RRENOBHAERAR  ARE
186 TTEARM 2477(2024%F « AR
B186 TEARK 2697T)

The estimated fair value
increases when the
estimated raw milk
production volume

increases.

flH R} A 242 s -
that R FEEA -

The estimated fair value
decreases when the
estimated feed costs per
kilogram of raw milk
increase.

BT rREHPM G FE
PR BRRES RSt AT E
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37 December 2025 20254 12 A 31 H

17.5EE =

FHEEMEEMAGER
LEgsEEFEE)

17.BIOLOGICAL ASSETS (continued)

(d) DESCRIPTION OF VALUATION TECHNIQUES USED AND KEY (d)
INPUTS TO VALUATION ON BIOLOGICAL ASSETS (Continued)

Valuation approach

Key unobservable inputs

BRTIEEZZE

Inter-relationship
between key
unobservable inputs
and fair value
measurements
BERTUHR
SEERNTE?E
ZENHEERE

The estimated future local market prices
for raw milk per tonne for the year
ended 31 December 2025 ranged from
RMB3,270 to RMB4,126 per tonne (2024:
RMB3,450 to RMB4,797 per tonne).
BZ20255 1231 BIEFEMRE
AR ARRGHEREDTE - BEA
R%3270 tE AR 4,12670(2024
F: GBEARBILOTEARKE
479770)

The discount rate was 13.00% for the
year ended 31 December 2025 (2024
13.00%), calculated by using the capital
asset pricing model.
EREREETERLYFE BZE
025F 1283 AIEFENERER
13.00% (2024 % : 13.00%)

The estimated fair value
increases when the
estimated future local
market price for raw milk
increases.

A RRFRETE
LRET - Rt ATEE -

The estimated fair value
decreases when the

discount rate increases.

MRERER - AT
Y -
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31 December 2025 20254 12 31 H

17.BIOLOGICAL ASSETS (continued) 17.5EE =
(e) QUANTITY OF THE AGRICULTURAL PRODUCE PRODUCED (e) REBEVEEMEANE
BY THE GROUP’S BIOLOGICAL ASSETS EmNEE
2024
2024 %
Tonne
L}
Raw milk JREH 815,806 737,559
()  GAIN ARISING ON INITIAL RECOGNITION OF AGRICULTURAL () RUERRATEBEEE
PRODUCE AT FAIR VALUE LESS COSTS TO SELL AT THE AREREEREENK
POINT OF HARVEST #
2025 2024
2025 F 2024
RMB'000 RMB'000

AR®TT ARETT

Raw milk R 2,958,358 3,080,614

18.INVENTORIES 18. &

2025 2024

2025 F 2024 FF
RMB'000 RMB'000
ARBET T ARBEF T

Consumables SiEm 26,707 24,826
Raw materials R E 886,392 831,783
Total it 913,099 856,609
The amount of write-down of inventories recognised as an expense was REMINFEMREAEA
RMB820,000 (2024: RMB20,799,000), which was recognised in revenue, R#820,00070(2024%F « AR¥E
other income and gains (note 5). 20,799,0007T) © ThREEEWA - EAts

YA Ko Mot (P RE B ) AR HERR,
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19. TRADE RECEIVABLES

B 75 #R AR MY &

37 December 2025 20254 12 A 31 H

19. 2 5 BWRIR

2025 2024

2025 F 2024 FF
RMB'000 RMB'000
ARET T AREF T

Trade receivables B 5 W GRIA
Impairment B
Net carrying amount BREFE

285,427 295,028
(6,747) (7,327)
278,680 287,701

The Group's trading terms with its customers are mainly on credit. In
2025,the credit period is generally one month, extending up to three
months for major customers. However, the Group normally allows a
credit limit to its customers credit terms which are adjustable in certain
circumstances and closely monitors overdue balances.

The Group does not hold any collateral or other credit enhancements
over its trade receivable balances. The trade receivables are non-
interest-bearing.

An ageing analysis of the trade receivables as at the end of the reporting
period, based on the invoice date and net of loss allowance, is as follows:

AEETZAEETABERPETT
BE -MN202555F  FEH-—RAE—E
A XEZFPERE={A - A
AEE-RETEFP—EERBEH
RETERTHE) LT S

AEE W ELE B 5 JE YRR R FF
BEMERRRELEMBERTR -
% HE P EMGRIBYL EAT R -

R|ERKR - RBEFR ARG
R ) E 5 R MR IR B BR . 20 AT 40

/.

o

§

ke

¥

2025 2024
2025 F 2024 £
RMB'000 RMB'000
AREET T AREFTT

Within 3 months 3EAMA

278,680 287,701
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B 7% ¥R 2R MY

31 December 2025 20254 12 31 H

19. TRADE RECEIVABLES (continuea)

The movements in the loss allowance for impairment of trade receivables

are as follows:

19. E 5 EWNFIE )

B %Euy XIEREBEEFEZESN

_|

2025 2024

2025 F 2024 F
RMB'000 RMB'000
ARBET T ARBF T

At beginning of year REH
Reversal 2=
At end of year RER

7,327 7,327
(580) —
6,747 7,327

An impairment analysis is performed at each reporting date using a
provision matrix to measure ECLs. For special cases, management
will consider the corresponding expected credit losses separately. The
provision rates are based on days past due for groupings of various
customer segments with similar loss patterns (i.e., by product type,
customer type and rating, and coverage by letters of credit or other
forms of credit insurance). The calculation reflects the probability-
weighted outcome, the time value of money and reasonable and
supportable information that is available at the reporting date about past
events, current conditions and forecasts of future economic conditions.
Generally, trade receivables are written off if past due for more than one
year and are not subject to enforcement activity.
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RERE B MO RABREREETR
BOH - UFHERMEERRE - Kk
BRAT  BREHDHZEBHEERS
EEEE BEXDEARANAER
UBEEANZEEF O EETHA
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Notes to Financial Statements

20.PREPAYMENTS, OTHER RECEIVABLES
AND OTHER ASSETS

B 75 #R AR MY &

37 December 2025 20254 12 A 31 H

20.FE{TRIE - HuEW

MERHMBEE

2025 2024

2025 F 2024 F
RMB'000 RMB'000
AREET T ARBF T

Prepayments TEfTRIE

Deposits and other receivables & R EH A FEW IR
Prepaid expenses AT E R

Total st

52,728 36,856
22,565 16,789
13,035 10,755
88,328 64,400

Deposits and other receivables mainly represent receivables from land
lease transactions, employee loans and financial support to distributors.
The financial assets included in the above balances relate to receivables
for which there was no recent history of default and past due amounts.
As at 31 December 2025 and 2024, the loss allowance was assessed to

be minimal.

e REMERFIBEEESERE LM
HERXRS  EEERREEHEHENE
X EWGRIE - ST A B sRE @
BhE B P R HA I R e K R SR K e B
FRIE ) JE W RRIE o 72025 4F J 2024
F12A318 BEBELSTTEAE
& °
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31 December 2025 20254 12 31 H

21.0THER FINANCIAL ASSETS

2. HtEmEE

2025 2024
2025 F 2024 4F
Note RMB’'000 RMB'000
M5 AR#T T AREF T
Unlisted investment, at fair value through & A EzH AE b 2 E U AY
other comprehensive income, EEMIREGERE)
non-current (a) — 56,000
Note: B3 -

(a) Although the Group held a 9.12% equity interest in Bayannur Shengmu High-
tech Ecological Forage Co., Ltd. ("Shengmu Forage”), one director out of the
total seven directors were appointed by the Company to the board of directors
of Shengmu Forage from 31 October 2025. As such, the Group has determined
that it has significant influence over Shengmu Forage which is accounted for
as an associate of the Group thereafter. The decrease in fair value up to 31
October 2025 with an amount of RMB2,000,000 (2024: decrease in fair value of
RMB5,000,000) had been recognised in other comprehensive income.
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22.CASH AND BANK BALANCES AND 22 B ERIBITHEBRRSZ

RESTRICTED BANK DEPOSITS

BR&ISR1TFRK

2025 2024
2025 F 2024 F
RMB’'000 RMB'000
ARET T AREEFIT
Cash and cash equivalents B MR EEY 530,943 215,136
Time deposits with original maturity of REEA BB =8 A8 EHFER
more than three months 108,755 215,438
Cash and cash equivalents as stated in REEEREREREIN
the consolidated statement of cash flow HehkIReFEY 639,698 430,574
Time deposits with original maturity of REHAR BB =E A8
more than three months TEHATF R 530,058 634,709
Restricted bank deposits ZIRHIRITER 695 128,988
1,170,451 1,194,271
Less: Restricted bank deposits o SZBRBIERTTIER (695) (128,988)
Cash and bank balances He MRTTHRR 1,169,756 1,065,283
Analysed as: AT
Current pink) 1,117,533 697,225
Non-current IR ED 52,223 368,058
Cash and bank balances He MIRTTHARR 1,169,756 1,065,283

The Group's cash and bank balances and pledged deposits were

denominated in the following currencies as follows:

AREER D RIRITHE R R BTN
THEREEHE

2025 2024
2025 2024

RMB’'000 RMB'000

ARET T ARKTIT

United States dollars ETT 28,782 1,519
Hong Kong dollars BT 2,268 3,659
RMB AR 1,139,401 1,189,193
Total HBET 1,170,451 1,194,271
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31 December 2025 20254 12 31 H

22.CASH AND BANK BALANCES AND

RESTRICTED BANK DEPOSITS (continued)

The RMB is not freely convertible into other currencies. However, under
the Chinese mainland’s Foreign Exchange Control Regulations and
Administration of Settlement, Sale and Payment of Foreign Exchange
Regulations, the Group is permitted to exchange RMB for other currencies
through banks authorised to conduct foreign exchange business.

Cash at banks earns interest at the prevailing market interest rates.
Time deposits are made for varying periods depending on the cash
requirements of the Group and earn interest at the respective time
deposit rates. The bank balances and pledged deposits are deposited
with creditworthy banks with no recent history of default.

23.TRADE AND BILLS PAYABLES

An ageing analysis of the trade and bills payables of the Group as at the
end of the reporting period, based on the invoice date, is as follows:

22. & REBT

mﬁ&x
PREISRITIER =

ARBIEERERSHMER - R
i - AR P B A HME B IR R 1 ) Ko
(BE EERNEEERE) &A%
B R] 3 R R AR A 2 SNE R TSRO IRTT
AR LMK EMER -

RITEFIRBRITHISHN XL - EH
FROFERPT— BFAEER
THEEME - WA/ E BT =

REA B - RITEKRRERERIF
PIT Y B2 RS B EERIFAR

.

T o

3.EZEMR
%—TJJ’%

REMARANEENE S RNKAR
JEH S BEREZBHNEKRE TN

0

RIE K A

F,”>

.
2025 2024
2025 F 2024 F
RMB’000 RMB'000
ARET T AR®FIT
Within 3 months 3EAMA 1,026,200 1,036,986
4 to 6 months 4LZE6EA 663,280 596,909
7 to 12 months 7212188 3,757 3,689
1to 2 years 12287 2,485 5,898
2 to 3 years 2E3F 885 2,283
Over 3 years b3 F 4,232 3,995
Total @t 1,700,839 1,649,760
The trade payables are non-interest-bearing and are normally settled ZEE S ENRELETE B

within 90-day terms.
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24.0THER PAYABLES AND ACCRUALS 24 HWENFRIERFER
gH

Notes 2025 2024
MIaE 2025 F 2024 F
RMB’000 RMB'000

AREET T ARBF T

Payables for taxes other than corporate SN BT IR (a)

income tax 2,645 3,222
Payables for third parties’ deposits ERNE=FiEs (a) 20,260 15,754
Salary and welfare payables N H e RER (a) 86,989 72,341
Payables for acquisition of items of property, UWEEYZE - E N RE (a)

plant and equipment 15 B W FERT B 72,328 115,944
Dividends payable FET AR B (a) 128 1,585
Contract liabilities aWasE (b) 3,991 1,559
Provision for litigations and claims AR RERE (d) = 84,961
Financial guarantee contracts B ERE L (c) 85 59
Others Hth (a) 15,029 9,140
Total it 201,455 304,565
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31 December 2025 20254 12 31 H

24.0THER PAYABLES AND ACCRUALS (continvea)

24 HhEARERFAR
ERw

Notes: Mi3E
(a)  These payables are non-interest-bearing and have an average term of 90 days. (a) ZEERNFOREXERE - HFHERD
AB90H o
(b) Details of contract liabilities as at 31 December 2025 and 31 December 2024 are (b) M2025F 12 A318H K%2024F 12 A 31
as follows: HEXNABFBENT -
2025 2024
2025 F 2024 5
RMB’000 RMB'000
AR¥ET T AREFT
Short-term advances received from customers BUREFEETEN K
Sales of raw milk REHDEE 4 129
Sales of beef cattle RHHE 2,425 691
Sales of other goods HiEmiEeE 1,562 739
Total #ast 3,991 1,559

(c) The financial guarantee contracts represent guarantees given to banks in (c)
connection with facilities granted to Shengmu Forage. As at 31 December 2025,
the banking facilities guaranteed by the Company were RMB130,000,000 (2024:
RMB?70,000,000), out of which RMB130,000,000 (2024: RMB70,000,000) was
utilised by Shengmu Forage, disclosed in note 33 to the contingent liabilities. The
Group has no consideration received from guarantee contracts.

The Group does not provide financial guarantees except for limited
circumstances.

The financial guarantee contracts are measured at the higher of the ECL
allowance and the amount initially recognised less the cumulative amount of
income recognised. The ECL allowance is measured by estimating the cash
shortfalls, which are based on the expected payments to reimburse the holders
(i.e., the banks) for a credit loss that it incurs less any amounts that the Group
expects to receive from the debtor (i.e., the associates and external distributors).

(d) The Company received the final judgement in July 2025 and the civil judgement (d)

in relation to certain payment obligations which have been settled as of 31
December 2025. Further details are given in note 33 to the financial statements.
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25.INTEREST-BEARING BANK AND OTHER

Notes to Financial Statements

B 75 #R AR MY &

37 December 2025 20254 12 A 31 H

25. 5 BERIT R HEMBAERK

BORROWINGS
2024
2024

Effective Effective

interest interest

rate (%) Maturity RMB'000 rate (%) Maturity RMB'000

BEIRFIZ (%) AHA  ARETT EGEES HEA ARETR

Current BE
Other borrowings - unsecured HifE 5 — EER 2.80 2026 3,000 - - -
Bank loans - unsecured RITIEF — IR 0.40-3.00 2026 830,904  0.82-2.90 2025 666,565
Total - current =t — BN 833,904 666,565
Non-current JEENER
Bank loans -unsecured BITEH - BEF 2.18-2.85  2027-2030 1,377,288 2.18-320  2026-2030 1,607,720
Total - non-current Bt —FERE 1,377,288 1,607,720
Total @t 2,211,192 2,274,285
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31 December 2025 20254 12 31 H

25.INTEREST-BEARING BANK AND OTHER

25. 5 BERIT R HEMBAERK

BORROWINGS (continued) (&)
2025 2024
2025 F 2024 4F
RMB’000 RMB'000
AR¥T T AREF T
Analysed into: DT
Bank loans repayable: JEEZIRTTHER
Within one year or on demand —FARKREK 830,904 666,565
In the second year RE—F 866,587 1,055,120
In the third to fifth years, inclusive RE=ZFEFRF
(BEEMFEEEEAN) 510,701 407,261
Beyond five years AFE — 145,339
2,208,192 2,274,285
Other Borrowings: HAER
Within one year or on demand —FARARIRENK 3,000 —
Total HEt 2,211,192 2,274,285
Note: FisE

As at 31 December 2025, all of the Group's bank borrowings were denominated in RMB.

All the bank borrowings are at fixed interest rates.

Certain of the group’s banking facilities are subject to the fulfilment of covenants. Some

of those relating to the group’s financial metrics which are tested periodically, as are

commonly found in lending arrangements with financial institutions. If the group were

to breach the covenants the related loans would become payable on demand. The

Group considers there is no indication that it will have difficulties in complying with the

covenants.

26.DEFERRED INCOME

202612 A31 B AEEMNEPRITER
HUAREE - 2 RITHEFTTEE T F X

e

AEEETRITRESAETHRARE - #0
RAEAREE ISR CEREITRH) B -
BRSBTS R AR T RN - M
AEBERERER  RBEBEREEZERE
B AEER /Y ETRETEBHEIAETZ
2 -

26.EFEW A

2025 2024
2025 F 2024 4F
RMB’000 RMB'000
ARET T ARETTT

Government grants

B BY

12,116 —
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27.

Notes to Financial Statements

DEFERRED INCOME (continued)

Government grants have been received from the PRC local government
authorities to subsidize the Company’s capital expenditure incurred for
purchases of property, plant and equipment, which are recognised over

the expected useful lives of the related assets.

DEFERRED TAX

Pursuant to the PRC Corporate Income Tax Law, a 10% withholding tax
is levied on dividends declared to foreign investors from the foreign
investment enterprises established in the Chinese mainland. The
requirement is effective from 1 January 2008 and applies to earnings
after 31 December 2007. A lower withholding tax rate may be applied if
there is a tax treaty between the Chinese mainland and the jurisdiction of
the foreign investors. For the Group, the applicable rate is 5% or 10%. The
Group is therefore liable for withholding taxes on dividends distributed
by those subsidiaries established in the Chinese mainland in respect of

earnings generated from 1 January 2008.

At 31 December 2025, no (2024: Nil) deferred tax has been recognised for
withholding taxes that would be payable on the unremitted earnings that
are subject to withholding taxes of the Group's subsidiaries established
in the Chinese mainland. In the opinion of the directors, it is not probable
that these subsidiaries will distribute such earnings in the foreseeable
future. The aggregate amount of temporary differences associated
with investments in subsidiaries in the Chinese mainland for which
deferred tax liabilities have not been recognised totalled approximately
RMB1,931,689,000 as at 31 December 2025 (2024: RMB2,322,501,000).

There are no income tax consequences attaching to the payment of
dividends by the Company to its shareholders.

The Group also has tax losses arising in the Chinese mainland of
RMB7,642,000 (2024: RMB5,512,000) that will expire in one to five years
for offsetting against future taxable profits.

Deferred tax assets have not been recognised in respect of the losses of
RMB?7,642,000 (2024: RMB5,512,000) as they have arisen in subsidiaries
that have been loss-making for some time and it is not considered
probable that taxable profits will be available against which the tax
losses can be utilised.
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B4 48 2= 58 72202512 A31 8 4
A AR 1,931,689,0007T(2024
& AR¥2322501,0007T) °
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28. SHARE CAPITAL 28. IR A
SHARES [ii%n)
2025 2024
2025 F 2024
RMB’000 RMB'000
ARET T ARETIT
Authorised: JETE
30,000,000,000 ordinary shares 30,000,000,000 f& =A% EIE
of HKD0.00001 each 0.00001 BT H AL
(2024: 30,000,000,000 ordinary (2024 % : 30,000,000,000 A&
shares of HKD0.00001 each) SR TEE 0.00001 & oAy L @AT) 236 236
Issued and fully paid: BETRERE
8,381,295,229 (2024: 8,381,295,229) 8,381,295,229 J&
ordinary shares (20244 : 8,381,295,229 i%)
LB 69 69

29. TREASURY SHARES AND RESERVES

(a)

(b)

(c)

TREASURY SHARES

The treasury shares of the Group represent the 58,270,000 shares
(2024: 135,067,000 shares) held by BOCI SECURITIES LIMITED, for
the benefit of eligible participants under the Share Award Scheme,
which further details are set out in note 30.

MOVEMENTS IN COMPONENTS OF EQUITY

The amounts of the Group's reserves and the movements therein
for the current and prior years are presented in the consolidated
statement of changes in equity in the financial statements.

CONTRIBUTED SURPLUS

The Group's contributed surplus represents the excess of the net
asset value of the subsidiaries acquired by the Company over
the nominal amount of the shares issued by the Company as
consideration pursuant to the Reorganisation and the warrants

exercised.
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Notes to Financial Statements

29. TREASURY SHARES AND RESERVES

(continued)
(d) RESERVE FUND

In accordance with the relevant PRC laws and the articles
of association of the PRC subsidiaries of the Group, the PRC
subsidiaries are required to set up certain statutory reserves,
which are non-distributable. The PRC statutory reserves can only
be utilised for predetermined means upon approval by the relevant
authority.

(e) SHARE-BASED PAYMENT RESERVE

The share-based payment reserve comprises the share award
granted which are yet to be exercised, as further explained in the
accounting policy for share-based payments in note 2.4 to the
financial statements. The amount will either be transferred to the
share premium account when the related award are exercised or
be transferred to retained profits should the related award expire

or be forfeited.

30. SHARE AWARD SCHEME

On 19 April 2022 (the "Adoption Date” and the "Grant Day I"), the
Company adopted a long-term share award scheme (the “Share Award
Scheme”), which shall remain effective for ten years, to recognise the
contributions by certain employees of the Group and to provide them with
incentives in order to: (i) improve the corporate governance structure
to achieve sustainable development of the Company; (ii) attract, retain
and motivate outstanding talents and build a common interest among
shareholders, the Company and employees; (iii) fully motivate the core
employees and continue to stimulate high-quality growth of the team
performance; and (iv) attract external talents for the Company. The board
of directors had approved three batches under the Share Award Scheme
with amounting to RMB35,000,000 in 2022, 2023 and 2024 for each batch,
respectively, which would vest 50% in the first anniversary of the grant
date and remaining 50% in the secondary anniversary of the grant date
provided that certain non-market performance and service conditions
are met. Upon acceptance of the Share Award Scheme, the grantee does

not need to pay the Company with any consideration for the grant.
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29. BEEFERGD R F#HE =

(d FEES

RBETEBREERAEETE
i A REMERAR - PEM
BRBIARYE TN DIREDE
ERHE - PREDEERBIENESR
BN BBHLERN TR TARTE
ERE e

(e) LIRHABEMIEE
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30. i 17 R B 5T &

R2022F 4 4198 & B 8 | &
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B R EARR 1) SR B ET 21 ([ AR 0 22 B &1
g UEREAEBETEEFEDZ
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AURIRAE BERARRIMA AR
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BERE  AREET BN
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BEMBEFEENSEEER &
(VRAERRARSIIBAL - EEE
EHE=HRNEEEE - SHHERE
7 R A A R # 35,000,000 9 RIE
20224 ~ 20234 N 2024 » R
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30.SHARE AWARD SCHEME (continued)

Subject to any early termination as may be determined pursuant to the
rules of the Share Award Scheme (the “Scheme Rules”), the Share Award
Scheme shall be effective from the Adoption Date and shall remain in
full force and effect for a period of ten years from the Adoption Date.
Pursuant to the Share Award Scheme, the shares under the Share Award
Scheme will comprise existing shares of the Company purchased or to be
purchased by the trustee (the "Trustee”, a professional and independent
trustee appointed by the Company to assist with the administration of the
Share Award Scheme) on the open market. The Share Award Scheme
shall be subject to the administration of authorised representatives
authorised by the Board and the Trustee in accordance with the Scheme
Rules.

During the year ended 31 December 2024, the board of directors
approved the grant of the third batch of shares of RMB35,000,000 to
62 selected participants, RMB24,016,200 will be settled by a total of
85,846,000 shares, and the remaining of RMB10,983,800 award will
be satisfied in cash. The award has been granted by the Company to a
total of 61 middle and senior management personnel of the Group and
Mr. Zhang Jiawang (equivalent to a total of 10,792,000 shares plus cash
payment in the amount of RMB1,380,800) on 19 April 2024 under the
Share Award Scheme.
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-
30. SHARE AWARD SCHEME (coniinved) 30. R0 BB ET &l )
The following table discloses the number of shares of the Company TRPEREHANMERGD ER 2R
granted to selected participants of the Share Award Scheme during the FEL2EERDOARRBBRMOEE -

reporting period:

Outstanding Outstanding

as at Granted Forfeited Vested as at

1 January during during during 31 December

2025 the period the period the period 2025

R 2025F #2025

1A18 12A31H

AT ; ; HARITE

Share Award Scheme R 17 5eE &t &l

Second batch EHt 49,220,000 - —  (49,220,000) =

Third batch E-#t 85,846,000 —  (15931,500)  (27,577,000) 42,337,500

Total @t 135,066,000 — (159315000  (76,797,0000 42,337,500
The Group recognised a share award expense of RMB3,669,000 plus an REEER - NEEFRAR D 2B A &1
equivalent cash payment in the amount of RMB4,632,000 (for the year RE AR 10 S ENF 2 A A R 3,669,000
ended 31 December 2024: share award expense of RMB28,022,000) in TC - BINEEIR & 5B AR 4,632,000
respect of the Share Award Scheme during the reporting period. TT(E E2024F 12 A3 B IEFE : %

1 82 ENB X AR 28,022,0007T) ©
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31.PARTLY-OWNED SUBSIDIARY WITH BM1EEE AR EERER
MATERIAL NON-CONTROLLING INTERESTS HEEEMNE A F
Details of the Group’s subsidiary that has material non-controlling BAEE AR ERNAEEN B A
interests are set out below: AIMFBHIINT ¢
Shengmu Pangu B 2024
2024 4F
Percentage of equity interest held IR R B D
by non-controlling interests 45% 45%
2025 2024
2025 2024 4F
RMB’000 RMB'000
ARET T AREF T
Loss/(profit) for the year allocated to Pal VESE L 8 T )
non-controlling interests FANEECEF) (3,492) 7,124
Dividends declared/(paid) to EIR,CR) FIEZ R AEZS
non-controlling interests KR B 869 (1,382)
Accumulated balances of non-controlling RIS BRI T i = 1Y
interests at the end of the reporting period EE g3 186,159 188,782
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31.PARTLY-OWNED SUBSIDIARY WITH S1.EEE R EERER
MATERIAL NON-CONTROLLING INTERESTS NEZEME AT =

(continued)

The following tables illustrate the summarised financial information of TREMERE OB EER -
Shengmu Pangu. The amounts disclosed are before any inter-company i BB B R ETEM QA RMEK
eliminations: =B

2025 2024

2025 F 2024 F
RMB'000 RMB'000
AREET T ARBF T

Revenue
(Loss)/profit for the year
Total comprehensive (loss)/income for the year

Current assets

Biological assets

Other non-current assets
Current liabilities

Net cash flows from operating activities
Net cash flows used in investing activities
Net cash flows used in financing activities

Net increase/(decrease) in cash
and cash equivalents

WA 241,633 261,257
FR(EE),HH (7,760) 15,832
FRE2E(EER) WESEEEE (7,760) 15,832
mENEE 193,497 205,249
EMEE 217,849 239,431
HEM3EmB&EE 86,740 94,311
mEEaE (40,660) (71,803)
FEEEEREREFE 77,022 65,460
KREERBFARSREFH (42,970) (65,420)
BEESARESREFE (34,022) (121)
ReRBeEEY

#hn, Crl ) F5E 30 (81)
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32.NOTES TO THE CONSOLIDATED
STATEMENT OF CASH FLOWS

(a) MAJOR NON-CASH TRANSACTIONS

2.8 REMBRMTE

FEFBRERS

REE  AKEFREE LHHAE
ERH HERAREERHEES
BERIERLILE DRI AT (2024
F: ARB1176000T) & E
(20245 + AR¥E1,176,0007T) ©

(a)

During the year, the Group had non-cash additions to right-of-use
assets and lease liabilities of nil (2024: RMB1,176,000) and nil (2024:
RMB1,176,000), respectively, in respect of lease arrangements for
leasehold land.

EIPE (== 424 .
(b) CHANGES IN LIABILITIES ARISING FROM FINANCING (b) REZHEENEEED:

ACTIVITIES:

Lease

Bank loans liabilities

RITER HEEE

RMB’000 RMB’000

ARBTR  ARBTR

At 1 January 2025 7R2025F1 H1H 2,274,285 58,623

Changes from financing cash flows MERSREEEZE (100,617) (17,636)

Lease Modification HEZE — (1,017)

Interest expense FBFX 37,524 1,759

At 31 December 2025 2025412 A31H 2,211,192 41,729

Lease

Bank loans liabilities

RITIER HEBRRE

RMB'000 RMB'000

AREFIT ARET T

At 1 January 2024 202651 A1H 2,131,239 51,933

Changes from financing cash flows BERSREEECED 91,018 (15,784)

New Lease WHEE — 1,176

Lease Modification HEZE — 16,498

Interest expense B 52,028 4,800

At 31 December 2024 R2024F12A31H 2,274,285 58,623
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32.NOTES TO THE CONSOLIDATED
STATEMENT OF CASH FLOWS (continvea)

(c)

TOTAL CASH OUTFLOW FOR LEASES

The total cash outflow for leases included in the statement of cash

flows is as follows:

B 75 #R AR MY &

37 December 2025 20254 12 A 31 H

2.6 HERERME

(&)
(c) HERSRHLE
AR RERMBEERSAH

Within operating activities KRN
Within financing activities BEEENA
Total HEt

WRFEMT -

2025 2024

2025 F 2024 4F
RMB’000 RMB'000
ARET T AREFIT
(14,639) (31,930)
(17,636) (15,784)
(32,275) (47,714)

33.CONTINGENT LIABILITIES

(a)

For the year ended 31 December 2025, the Group provided
guarantees to banks in respect of the bank loans of Shengmu
Forage amounting to RMB130,000,000 (2024: RMB70,000,000).
Further details are given in note 24.

Regarding the civil judgement of the Inner Mongolia High People’s
Court in relation to a claim against Shengmu High-tech, an indirect
wholly-owned subsidiary of the Company, and the former directors
of the Group, the Company has received the final judgement issued
by the Appeal Court dated 23 July 2025, whose details disclosed
in the announcement of “Inside Information Update on Litigation”
of the Company dated 1 August 2025, that the provision has been
settled by cash amounting to RMB39,164,000. As at 31 December
2024, a provision has been made with an amount of RMB84,961,000
for the probable losses. Therefore, the remaining provision of the
litigation amounting to RMB45,796,000 has been reversed to other
income and gains in profit or loss statement accordingly as at 31
December 2025.

. EEE

(a) H=Z2025F12A31BHILFE
REEREREZEMNRITERM
RITRHEEER 2EAARE
130,000,000 70(2024F « AR
70,000,0007T ) © # — 2 FF 1B
B EE 24 o

(b)) BRATEEBRAREREE
PR (AARAR—BHEES
BEWNBAR) RAKENTES
MEBMTENREH RE
AARBWE EFERE R Z
HH 5202567 23 AWM &L
HRE - FBHEHNARF T
Z BHEIA2025F8 A1HAKKA
BEHEFDEHIAE - %IE
BEBCOURSEE  28AA
R#¥39,164,0007T ° #2024 F
12A31H SRl EERAIER
YEH A R #84,961,000 7T HY $
& - At H=E2025%12 831
H #THFABHEBEARE
45,796,000 TE MR EM B &
A HE MR A R Weas T8 B R ] o

ANNUAL REPORT F[Z 3R 2025

235



236

Notes to Financial Statements

B 7% ¥R 2R MY

31 December 2025 20254 12 31 H

34.COMMITMENTS

The Group had the following capital commitments at the end of the

reporting period:

34. 7B

REBERHRERROBEARALELNT

Contracted, but not provided for:
Land and buildings

ERIAVBERES
T RET

2025 2024

2025 F 2024 FF
RMB’000 RMB'000
AR¥ET T ARBEFIT
— 5,195

35.RELATED PARTY DISCLOSURES

(a) In addition to the transactions detailed elsewhere in these financial

statements, the Group had the following significant transactions

with related parties:

5. A E
(a) BZETBHRREME D FMA
TSI NEBHEBEE A T 5

BRRS :

Notes 2025 2024
g 2025 & 2024 £
RMB’'000 RMB'000
AREET T ARETIT
Associates: iR l/NETIE
Sales of products HEEM (i) 170,424 116,205
Purchase of raw materials BERVE (i) 44,895 —
Affiliates of substantial shareholders: T EAREEEE AT ¢
Purchases of raw materials BERME (i), (i) 305,276 249,302
Purchases of products BEEMR (i), (i) 608 —
Service charges AR 7% & (i), (i) 21 2,571
Sales of products HEEM (i), (i) 2,720,614 2,924,816
Notes: S

(i) The considerations were determined with reference to the then prevailing

market prices/rates and the prices charged to third parties.

(ii) The related party transactions also constitute continuing connected
transactions as defined in Chapter 14A of the Listing Rules.
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35.RELATED PARTY DISCLOSURES (continvea)

(b)

(c)

OTHER TRANSACTIONS WITH RELATED PARTIES:

During the year ended and as of 31 December 2025, the Group
provided guarantees to banks in respect of the bank loans of the
following related party:

B 75 #R AR MY &

37 December 2025 20254 12 A 31 H

5. AINE
SRS RS

REE2025F 12 A3 HILLEFE
ANEZE2025F12A31H - &K
SEF T @ RITERM
RITIRLER -

(b)

2025 2024
2025 F 2024 £
RMB'000 RMB'000
AREET T AREF T

Shengmu Forage e 130,000 -
COMPENSATION OF KEY MANAGEMENT PERSONNEL OF (c) RXEBFEEEAESNFRM

THE GROUP

Short term employee benefits SEEL = EER
Pension scheme contributions RIREFTEIHEER
Total @t

2025 2024
2025 F 2024 £
RMB'000 RMB'000
AREET T AREFT

21,226 20,185
281 278
21,507 20,463

Further details of directors’ and the chief executive's emoluments
are included in note 8 to the financial statements.

EREZRLESTHRABHHEN
E—THBENY BRI E
8 °
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35.RELATED PARTY DISCLOSURES (continved) 5. @B AEIE =
(d) OUTSTANDING BALANCES WITH RELATED PARTIES (d) EERFEES RVREBELRR

2025 2024
2025 F 2024 £
RMB'000 RMB'000
AREET T AREF T

Amounts owed by/(owed to) associates AT B IEREE R FRE
included in: (REEBEAR NS REEIE -
Trade receivables B 5 WK1 14,581 12,459
Trade and bills payables B HRNFIERENERE (647,114) —
Prepayments, deposits and FERRIE - e R
other receivables E IR 5 -
Affiliates of substantial shareholders: TERFHBE AT
Trade receivables B 5 W GRIA 260,861 265,883
Trade and bills payables B 5 RN RIA R EN RE (48,525) (68,060)
Prepayments, deposits and FEMRIE - EZe R
other receivable H fth FE Y FRIE 14,768 14,768
Those balances with related parties are unsecured, interest-free ZEEBEB T NERT R ER
and have no fixed terms of repayment. Trade receivables and trade - TEEBEETERE - &
payables with related parties have similar credit terms to those BB TNESERRERES
offered by/to third parties. FENFURERSE = HiRE RH
WE=FWFIEBBLUNERK
::'f:}’)"\ o
(e) OTHER BORROWINGS (e) HMMER

Asat Drawdown Repayment As at
LRELTTETRY during during 31 December
2025 the year the year 2025

72025 & A 2025 F
181H FRRE FREE 12A31H
RMB'000 RMB’000 RMB'000 RMB'000

ARBTT AR%®TrT ARETRT AR¥T:R

Loans from substantial FTERERER
shareholder = 3,000 = 3,000
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36.FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial instruments
as at the end of the reporting period are as follows:

B 7% i 2 B &
31 December 2025 20254 12 431 H
36 SR TEMNDE

REBERRNSE2R TARTEN
T

2025 2025 F

FINANCIAL ASSETS EREE
Financial
assets at
amortised cost
e 103
AT ER A
CREE
RMB’000
ARETT

Financial assets included in prepayments, other receivables SEATERFUE © Bt EYGRIA

and other assets REMEENEREE 22,565
Restricted bank deposits RBHIRITER 695
Cash and bank balances e RiRTHES 1,169,756
Trade receivables EC 16 278,680
Total Bt 1,471,696
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31 December 2025 20254 12 31 H

36.FINANCIAL INSTRUMENTS BY CATEGORY 36.€RITEMSE »

(continued)

The carrying amounts of each of the categories of financial instruments RERROSEER T ERBERN
as at the end of the reporting period are as follows: (continued) ™ (&)

2025 (Continued) 2025 F (&)

FINANCIAL LIABILITIES (Continued) *RAsEE)

Financial
liabilities

at fair

value through

profit or loss
BAYE
T ABE

NEMEE

Designated

as such Financial

upon initial liabilities at

recognition amortised cost

R

R IR I RSB BRAY
EEALL TRIEE et
RMB’'000 RMB’'000 RMB’'000
ARBTT ARET T ARBT T

Financial liabilities included ST AE M FE A FRIE &

in other payables and accruals FEIREAMERARE — 201,370 201,370
Trade and bills payables 2 SN RIE R ENRE — 1,700,839 1,700,839
Interest-bearing bank ETRIRITREMBER

and other borrowings = 2,211,192 2,211,192
Lease liabilities HEBE — 41,729 41,729
Financial guarantee contracts FT A E b FE 1 3B &

included in other payables TEIRE AN SERE L

and accruals 85 = 85
Total st 85 4,155,130 4,155,215
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(continued)

The carrying amounts of each of the categories of financial instruments

Notes to Financial Statements

B 75 #R AR MY &

37 December 2025 20254 12 A 31 H

36.EMITAENDE »

RBESHRNZTRSR TAREER

as at the end of the reporting period are as follows: (continued) ™ (&)
2024 2024 F
FINANCIAL ASSETS TREE
Financial
assets at
fair value

through other
comprehensive

Financial
assets at

income amortised cost Total
BRFERA
HEfhzm birg 300
I EaED) RSB BR Y
TREE TREE AFT
RMB'000 RMB'000 RMB'000
ARBFIT AREFIT ARBFIT
Financial assets included STATENFIE - HA
in prepayments, other receivables FEWFIAEREMEE
and other assets MEmEE — 17,618 17,618
Restricted bank deposits ZRRFIERITIE R — 128,988 128,988
Cash and bank balances e RIRITHEEH — 1,065,283 1,065,283
Trade receivables B Z W FIE — 287,701 287,701
Other financial assets Hivem&EE 56,000 — 56,000
Total st 56,000 1,499,590 1,655,590
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36.FINANCIAL INSTRUMENTS BY CATEGORY 36.€RITEMSE »

(continued)

The carrying amounts of each of the categories of financial instruments RERROSEER T ERBERN

7
43

as at the end of the reporting period are as follows: (continued) ™ (&)

2024 (Continued) 20245 (#&)
FINANCIAL LIABILITIES ERERE

Financial
liabilities at
fair value
through
profit or loss
EAFE
FFAER
ol §=Ni

Designated

as such Financial

upon initial liabilities at
recognition amortised cost Total

R ER

A T TR B FX AN B E
FEE R TREE Bt
RMB'000 RMB'000 RMB'000
AREFTT AREFTT AREFTT

Financial liabilities included St AE At FE S TR K

in other payables and accruals EIREAMEmARE — 304,506 304,506
Trade and bills payables B RNFIERENEE — 1,649,760 1,649,760
Interest-bearing bank and other ETRIRITREMBER

borrowings — 2,274,285 2,274,285
Lease liabilities HEBE — 58,623 58,623
Financial guarantee contracts FT AE b FE S IR

included in other payables LIEREARN

and accruals B EREH 59 — 59
Total st 59 4,287,174 4,287,233
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37.FAIR VALUE AND FAIR VALUE HIERARCHY 37. @@ TEWNAFER

OF FINANCIAL INSTRUMENTS NEESER
The carrying amounts and fair values of the Group's financial AEECp TAREAEHEQAFESRE
instruments, other than those with carrying amounts that reasonably HEEBRIINOEREMAFEDNT ¢

approximate to the fair values, are as follows:

Carrying amounts Fair values
As at 31 December As at 31 December
REERT-A=1—H AFERT=A=1+—-H

2025 2024 2025 2024
20255 2024 F 20255 20244
RMB'000 RMB'000 RMB'000 RMB'000
ARBTT RELER ARETT N

Financial liabilities ERMEE

Other borrowings Htfa 3,000 - 3,000 -
Interest-bearing bank borrowings FFRBRITER 2,208,192 2,274,285 2,196,964 2,263,240
Total FEy 2,211,192 2,274,285 2,199,964 2,263,240
Management has assessed that the fair values of cash and cash EREENM RekReZFEY -
equivalents, pledged deposits, trade receivables, trade and bills payables, HHEFER - EHEINAIE - E5EN
financial assets included in prepayments, other receivables and other FIERENEZERE  FFAEMNRIE - A
assets, financial liabilities included in other payables and accruals and EWGREREMNEENESREE
guarantees given to banks in connection with facilities granted to an AAHMENREBERERERANSR
associate approximate to their carrying amounts largely due to the short BENERBE AR ERBE MR
term maturities of these instruments. REERMNAFEREEREEMLS

ET2HRZETADREHAEHE -
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37.FAIR VALUE AND FAIR VALUE HIERARCHY 37. @@ TEWNAFER

OF FINANCIAL INSTRUMENTS (continuea)

The fair values of the financial assets and liabilities are included at
the amount at which the instrument could be exchanged in a current
transaction between willing parties, other than in a forced or liquidation

sale.

The following methods and assumptions were used to estimate the fair

values:

The fair values of the non-current portion of interest-bearing bank loans
have been calculated by discounting the expected future cash flows using
rates currently available for instruments with similar terms, credit risk

and remaining maturities.

FAIR VALUE HIERARCHY

The following table illustrates the fair value measurement hierarchy of

the Group's financial instruments:

Assets measured at fair value:

NEEEH =

THEERABNAFERENRS
FEHABETRBNSEARK B
H3E H HEHIBRS) ©

A TIERBRARA A FE :

AERITEFRNIERB BN FE
TR RELGES - EERR ST 2
HEMTAREAESHFXITIRE
HIRFREREN T AFE -

DNFHEER
TRHAPAAEEN TSR TANRFE

HEEm

BAFEMENEE

Unlisted investment, at fair value

2 HEME

through other comprehensive income

FELETIRE - RATEFAEAM

Fair value measurement using

significant unobservable inputs (Level 3)

FAEARTAEREAZEN
D EFEE=ZR)
2025 2024
2025 F 2024 4F
RMB'000 RMB'000
AREET T AREF T
— 56,000

CHINA SHENGMU ORGANIC MILK LIMITED A BREHRA I ZEER A A



Notes to Financial Statements

B 75 #R AR MY &

37 December 2025 20254 12 A 31 H

37.FAIR VALUE AND FAIR VALUE HIERARCHY 37. @@ TEWNAFER

OF FINANCIAL INSTRUMENTS (continved) NEEZEH =)
FAIR VALUE HIERARCHY (Continued) NEEEHKE)
Liabilities measured at fair value: BAFEENES

Fair value measurement using
significant observable inputs (Level 2)

FREARTEERASIEN

AFPEFE(EZR)
2025 2024
2025 2024
RMB’000 RMB'000
ARET T ANREEF T
Financial guarantee contracts M ERE D 85 59

Liabilities disclosed at fair value: EAFERENEE

Fair value measurement using
significant observable inputs (Level 2)

FREARTEERAZIEN

AFEFE(EZR)
2025 2024
2025 F 2024 4F
RMB’000 RMB'000
AREET T AREF T
Other borrowing H AR 3,000 -
Interest-bearing bank borrowings FHEBIRITIEN 2,196,964 2,263,240
Total 5T 2,199,964 2,263,240
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37.FAIR VALUE AND FAIR VALUE HIERARCHY 37. @@ TEWNAFER

OF FINANCIAL INSTRUMENTS (continved) NEEER
FAIR VALUE HIERARCHY (Continued) NEEERE)
Below is a summary of significant unobservable inputs to the valuation of N TNAR2024F % 2025912 A 31 H
financial instruments together with a quantitative sensitivity analysis as HemT ABENERTAERE A
at 31 December 2025 and 2024: BIBEMBEREEGURE DT
Valuation Significant Sensitivity of
technique unobservable input Range fair value to the input
BEATAEE NFHEHBA
EES WAHE BE HENHRE
Unlisted investment, Market approach Discount for lack Nil (2024:20%) 10% increase/decrease in DLOM would
at fair value through of marketability result in decrease/increase in fair
other comprehensive ("DLOM") value by Nil (2024: RMB1,794,000)
income
FLEMRE BATE  WHE HIERITE 0020245 :20%) MIHEITESLM, WD 10% K&K
SPAHMEE N ([EsEmITE]) DEERD HENBT(2024F © A

F#1,794,000 7T)
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38.FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES

The Group's principal financial instruments comprise interest-bearing
bank and other borrowings, pledged deposits and cash and bank
balances. The main purpose of these financial instruments is to raise
finance for the Group's operations. The Group has various other financial
assets and liabilities such as trade receivables and trade and bills
payables, which arise directly from its operations.

It is, and has been throughout the year under review, the Group's policy
that no trading in financial instruments shall be undertaken.

The main risks arising from the Group's financial instruments are
interest rate risk, foreign currency risk, credit risk and liquidity risk. The
board of directors reviews and agrees policies for managing each of
these risks and they are summarised below:

INTEREST RATE RISK

The Group's exposure to the risk of changes in market interest rates
relates primarily to the Group's long term debt obligations with a floating
interest rate.

The Group's fair value interest rate risk relates primarily to variable-
rate bank borrowings. The Group currently does not have an interest rate
hedging policy. However, management monitors interest rate exposure
and will consider hedging significant interest rate exposure should the
need arise. The Group's interest rate profile is set out in note 25.

B 75 #R AR MY &

37 December 2025 20254 12 A 31 H

38. U HEREEBE TR
R

AEBFZESRMTIABEFESRITR
HMER ERFRRRE RIRITE
#e-ZEeMIATEARRAEE
MEEEEET AKEAEZREEM
CREERAE  WEHERYWFIEAN
LEZGERNFANMENEER(HEEE
BEREL) -

AREE—BZHEK - AN EELESF
BR - THEETERMTAEE -

K%Eﬁ@l LESXNEZRREF

Bk - NERE - EERRRRE
ﬁiﬂw°§$@@ﬁ&ﬁ§%@%
ZERBOBE  ZEFERRETEN
I

A=
AEEEEOTSNXEHEARKE
ﬁ$E@&ﬁ@ﬂ¢ﬁ@WE%%%
REHR -

AEBHRFEMNERREEHRT S
ﬁﬁﬁ*ﬁ% Em 2N SER
%ﬂﬁﬁ m EEESERN
IE*E%%Fﬁﬁiﬁﬂ
I—LK“ o RSB F REFEH PR 25
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38.FINANCIAL RISK MANAGEMENT . AREEAEER

OBJECTIVES AND POLICIES (continvea)
INTEREST RATE RISK (Continued)

The following table demonstrates the sensitivity to a reasonably possible
change in RMB interest rate, with all other variables held constant, of the
Group's profit before tax through the impact on floating-rate borrowings
and the Group's equity.

B )

R B (2

TRETAFEEMERRE TS

ﬁ'mﬁlm%ﬁm%ﬂﬁﬂ@uh
B T 7 e A R

é@ﬂ%@@mw@go

Increase/
(decrease) in

basis points

BN EF
/(T F%)

248

2025 20254
RMB AR
RMB AR
2024 2024 F
RMB AR
RMB AR

(Decrease)/
increase (Decrease)/
in profit increase
before tax in equity*
RR%E A @ Al B = HY
(TR) B (THR)/BR*
RMB’000 RMB’000
AREET T ARET T
50 (15,762) (15,762)
(50) 15,762 15,762
50 (4,879) (4,879)
(50) 4,879 4,879

*

Excluding retained profits.

FOREIGN CURRENCY RISK

The Group’'s businesses are principally located in the Chinese mainland
and substantially all transactions are conducted in RMB, except for
the purchases of imported machinery and equipment. During the year,
substantially all of the Group’'s assets and liabilities were denominated
in RMB except that as at 31 December 2025, cash and bank balances of
approximately RMB28,782,000 (2024: RMB1,519,000) and RMB2,268,000
(2024: RMB3,559,000) were denominated in United States dollars
("USD") and Hong Kong dollars ("HKD"), and no cash and bank balances
denominated in Euro (2024: Nil).The fluctuations of the exchange rates of
RMB against foreign currencies could slightly affect the Group's results
of operations.

CHINA SHENGMU ORGANIC MILK LIMITED A BREHRA I ZEER A A
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38.FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continvea)
FOREIGN CURRENCY RISK (Continued)

The following table demonstrates the sensitivity to a reasonably possible
change in the USD exchange rate (2024: USD exchange rate) with all
other variables held constant, of the Group's profit before tax (due to
changes in the fair value of monetary assets and liabilities):

B 75 #R AR MY &

37 December 2025 20254 12 A 31 H

8.V KEREEBEFER

B )
INEE [\ Ba (42)

TRERERA LS B RETE
B - A B B BAT M R OB
(2024 % : ELEF)ABTHLE B
BB (MR RS EERABNATE
#8)

Increase/
Increase/ (decrease)
(decrease) in profit
in rate before tax
EXMIER REEAEFHN
S (TB) #E/(THE)
% RMB’000
ARBT T
2025 2025 5 (861)
(5) 861
2024 2024 F 5 1,093
(5) (1,093)
CREDIT RISK FERK

The Group trades only with recognised and creditworthy third parties.
It is the Group's policy that all customers who wish to trade on credit
terms are subject to credit verification procedures. In addition, receivable
balances are monitored on an ongoing basis and the Group's exposure to
bad debts is not significant.

MAXIMUM EXPOSURE AND YEAR-END STAGING

The tables below show the credit quality and the maximum exposure to
credit risk based on the Group's credit policy, which is mainly based on
past due information unless other information is available without undue
cost or effort, and year-end staging classification as at 31 December. For
listed debt investments, the Group also monitors them by using external
credit ratings. The amounts presented are gross carrying amounts for
financial assets and the exposure to credit risk for the financial guarantee

contracts.

AEEEEERRREEREINFE=
TETRS REAKENBR - ]
BREUNGERARZNER  HER
BEEES - IS AEESRHERE
RENGIAGR - BAKEMEHH
ERERR I AEK o

B AL B K 5 R B R

TREINENRAEBEEBREITH
EEEEREXNEERR  EDEXE
EM12 831 B EBAE R (R IETFE
EAMNETUNERALE A ES
WEMER) RFREEDIE - St L™
EBERETEMS + NEBEIMERINE
EFREEETER - 2S5 A
CREERARERYBEEREODN
EERR -
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38.FINANCIAL RISK MANAGEMENT .U KEREEBEEZER
OBJECTIVES AND POLICIES (ontinvea) BE )
MAXIMUM EXPOSURE AND YEAR-END STAGING (Continued) BARREKFEREERE)

As at 31 December 2025 12-month
720259128318 ECLs Lifetime ECLs
+=f@A EEHE
BHEEER BHEEESR

Simplified

Stage 1 Stage 2 Stage 3 approach

F1BR F2RR FIER k075
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTRL ARWMTRT AR®TR AR®TR ARETR

Trade receivables* B HEWGIR" = - - 285,427 285,427
Financial assets included in STATERFUR - EfbEk

prepayments, other receivables  FIBREMEEH

and other assets* SREE"

- Normal* —E%" = — - 22,565 22,565
Restricted bank deposits RBRHFITER

- Not yet past due — AR 695 - - — 695
Cash and bank balances Be RRITHER

- Not yet past due —HABEH 1,169,756 - - - 1,169,756
Guarantees given to banks in AHEAREREEEM

connection with facilities WIRITRA AR

granted to associates

— Not yet past due — RAREH 130,000 - - - 130,000
Total @t 1,300,451 - - 307,992 1,608,443
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38.FINANCIAL RISK MANAGEMENT .U KEMEEEER
OBJECTIVES AND POLICIES (continued) BR )

MAXIMUM EXPOSURE AND YEAR-END STAGING (Continued) BRARBRFRERE)
As at 31 December 2024 12-month
R2026F12 431 H ECLs Lifetime ECLs
+=M@A B {HHE Total
BHEEER EHEEEE st
Simplified
Stage 1 Stage 2 Stage 3 approach
F1RER EWL 2 F 3R Bem*
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

ARBTT  ARETT  ARETT ARETT ARET:R

Trade receivables® B 5 G E - - - 295,028 295,028
Financial assets included in FABEMFE - KRk
prepayments, other receivables  FIBREMEEH

and other assets* SREE"
- Normal* —E%* — - - 17,618 17,618

Restricted bank deposits RBRHFITER

— Not yet past due — AR 128,988 - - - 128,988

Cash and bank balances Be RRITHER

- Not yet past due —HABEH 1,065,283 - - - 1,065,283
Guarantees given to banks in AREREREEEM

connection with facilities WIRITRA AR

granted to suppliers

— Not yet past due — R 70,000 - - - 70,000

Total @t 1,264,271 - - 312,646 1,576,917

* For trade receivables, prepayments, deposits and other receivables to which * RAEEERGCHERENE SRR
the Group applies the simplified approach for impairment, information based on FIE - BRFIE - Re REMERRIE
the provision matrix is disclosed in notes 19 and 20 to the financial statements, mE @ ERBEERENER TS BN
respectively. FERAMEE19 M 20 R EE -

* The financial assets included in prepayments, other receivables and other * FEATERFRIE « i ESGIE R EMmE
assets are considered to be “normal” when they are not past due and there is ENeREETAREH  BWEENE
no information indicating that the financial assets had a significant increase in TeREEEERR B VIR HERANRE
credit risk since initial recognition. Otherwise, the credit quality of the financial ZE - AIEENEELEZARENE
assets is considered to be “doubtful”. Bl BRAISMEENEEERWERME

[Ar&E]
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38.FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)
MAXIMUM EXPOSURE AND YEAR-END STAGING (Continued)

Since the Group trades only with recognised and creditworthy third
parties, there is no requirement for collateral. Concentrations of credit
risk are managed by customer/counterparty, by geographical region and
by industry sector. There are no significant concentrations of credit risk
within the Group as the customer bases of the Group's trade receivables
are widely dispersed in different sectors and industries.

Further quantitative data in respect of the Group's exposure to credit risk
arising from trade receivables are disclosed in note 19 to the financial
statements.

LIQUIDITY RISK

The Group’'s objective is to maintain a balance between continuity of
funding and flexibility through the use of bank borrowings and projected

cash flows from operations.

The table below summarises the maturity profile of the Group's financial
liabilities as at the end of the reporting period, based on contractual
undiscounted payments.

CHINA SHENGMU ORGANIC MILK LIMITED A BREHRA I ZEER A A

.U KEREEEER
BUR (#)

BRA R K FRER (&)

HRAEEERERRNEZRFHN
B=TETRS MHAE=TRH
EAERY - EEETRBEETS,
BFHEMIGHERRITERERNETE
g AEBEVEEMNEREFEESESME
B DHRASEEE S REGIENT
FPEREZD MR ZERFIRITE -

FEAEEEENARE S RIKFIEE
EHNEERBEESEME—SER
WERE B REMFE9 ©

BN ELFR

AEBETEBERERRITERARTE
AEEMSREREEESNEFEN
BREEE M 2 S 1 o

TR E R B RT 40 M AR B R AR
AEERHERROZBEREE -



38.FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continvea)

LIQUIDITY RISK (Continued)

2025
Financial liabilities included in
other payables and accruals
Trade and bills payables
Lease liabilities
Interest-bearing bank and
other borrowings (excluding
lease liabilities)
Guarantees given to banks
in connection with facilities
granted to associates

Total expected
undiscounted payments

2024
Financial liabilities included in
other payables and accruals
Trade and bills payables
Lease liabilities
Interest-bearing bank and
other borrowings (excluding
lease liabilities)
Guarantees given to banks
in connection with facilities
granted to suppliers

Total expected
undiscounted payments

20256
STAEMERNFIER
BREAMNERBE
EHENTERENZE
HEBE
FERITREMER
(TREHREERE)

RBERAEREBEMD
FRITREMER

B AR RER

2024
FAHMENFIER
BREAMEREE
BHRATERENRE
BEEE
FERITREMER
(TREHREERE)

REEREREREM
FRITHREH R

EREN b

On demand

E SN

RMB'000
ARBT R

Notes to Financial Statements
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.U KEREEEER

Less than 1 year
PR1E
RMB'000

ARBETR

B )

B (#)

1to 5 years
1255
RMB'000
ARBT T

Over 5 years
BB5F
RMB'000

ARBTR

Total

@t
RMB'000
ARETR

201,370 = = = 201,370
1,700,839 = = = 1,700,839
= 18,247 25,002 = 43,249

= 875,332 1,421,503 = 2,296,835
130,000 = = = 130,000
2,032,209 893,579 1,446,505 = 4,372,293
304,506 - - - 304,506
1,649,760 - - - 1,649,760
- 18,909 43,235 - 62,144

- 718,003 1,613,588 145,016 2,376,607

70,000 - - - 70,000
2,024,266 736912 1,556,823 145,016 4,463,017
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38.FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)
CAPITAL MANAGEMENT

The primary objectives of the Group’'s capital management are to
safeguard the Group's ability to continue as a going concern and to
maintain healthy capital ratios in order to support its business and

maximise shareholders’ value.

The Group manages its capital structure and makes adjustment to it in
light of changes in economic conditions and the risk characteristics of
the underlying assets. To maintain or adjust the capital structure, the
Group may adjust the dividend payment to shareholders, return capital
to shareholders or issue new shares. The Group is not subject to any
externally imposed capital requirements. No changes were made in the
objectives, policies or processes for managing capital during the years
ended 31 December 2025 and 31 December 2024.

The Group monitors capital using a gearing ratio, which is total debt
divided by the total capital. Total debt includes interest-bearing bank and
other borrowings and lease liabilities. Total capital is the equity as shown
in the consolidated statement of financial position. The Group's policy is
to maintain a healthy gearing ratio. The gearing ratios at the end of the

reporting periods were as follows:

Interest-bearing bank and other
borrowings (note 25)

Lease liabilities HEBE
Subtotal NEF

Total equity REmyaza
Gearing ratio TEIR &

FHRIRIT R E SR (M FE 25)

.U KEMREEBER

R =

EAREE
AEBAREEN ISR ELRER
2 5 T T A P TR IR A A P R B
9 L REEBDARE LSS
KEME -

TEEGRBEBERAE L REHEE
ENRREHREERAERNEBNE
EENEABRKNT TRENORE - M
PRFRER AN EITHR - AEBEL
EAEMIMNFE AT K o BE 2025512
B31HN2024F12 A3 HILFE -
BAREENEZE  BRIREL &
1t »

AEBEERERELERERERN &
RILEHRBERNBERGTE - B
REARET BRITREMERNEE
BE - REARBRAMBHRNKRAR
i - AEENRRERFRENE
R R o HEMROBRLRMT

2025 2024
20255 2024 %
RMB’000 RMB'000
AR¥T T ARET T
2,211,192 2,274,285
41,729 58,623
2,252,921 2,332,908
3,805,101 4,175,792
59.2% 55.9%
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39.STATEMENT OF FINANCIAL POSITION OF  39.7K A B B AR R+

THE COMPANY

Information about the statement of financial position of the Company at

RBERK - EEARB MBI EK
AR :

the end of the reporting period is as follows:

31 December

31 December

2025 2024
2025 2024 FF
12A31H 12 A31H
RMB'000 RMB'000
AR¥ET T ARETIT
NON-CURRENT ASSETS ERBEE
Investments in subsidiaries R B ARIMRE 562,226 562,315
Due from subsidiaries I EPNGIE S 2,824,244 2,852,920
Total non-current assets ERENBEEARER 3,386,470 3,415,235
CURRENT ASSETS REEE
Prepayments, other receivables TERTFRIE - AW FRIE &
and other assets HEm&E 891 611
Cash and bank balance Be MIRTTHES 31,200 5,264
Due from subsidiaries FEULFT B A B FRIE 171,570 193,097
Total current assets mENEEEE 203,661 198,972
CURRENT LIABILITIES REBER
Other payables and accruals HipprsE R TERE A 26,490 13,201
Total current liabilities mEBELRE 26,490 13,201
NET CURRENT ASSETS FREBEE 177,171 185,771
TOTAL ASSETS LESS CURRENT LIABILITIES BEERAB AR 3,563,641 3,601,006
Net assets FEE 3,563,641 3,601,006
EQUITY S
Share capital A&z 69 69
Reserves (note) s () 3,563,572 3,600,937
Total equity M ABEE 3,563,641 3,601,006
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39.STATEMENT OF FINANCIAL POSITION OF
THE COMPANY (continued)

Note:

39. KR A IR R IR )

fsE

AARIR RSB ARDT -

A summary of the Company's reserves is as follows:

256

Treasury
Share  Share-based shares held Exchange
premium payment Other  underthe share  Accumulated fluctuation
account reserve reserves  award scheme losses reserve
IR A RERH
HEm K@sal B
REE XM EtRHE HENERR RENRE @
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETR ARBTr ARETR ARETR ARBTRT ARET:
At 1 January 2025 R2025%1A10 3,599,042 87,692 1,707 (63,754) (170,747) 126,997 3,600,937
Loss for the year and FABRREZANGES
total comprehensive income - - - - (39,198) - (39,198)
Share Award Scheme TRfntematEl - 1833 - - - - 1833
Shares exercised under TR B BT RERRRA
the Share Award Scheme (131) (24,747) - 24,878 — — —
At 31 December 2025 W2025E 128318 3,598,911 64,778 1,707 (18,876) (209,945) 126,997 3,563,572
Treasury
Share  Share-based shares held Exchange
premium payment Other  under the share  Accumulated fluctuation
account reserve reserves  award scheme losses reserve Total
IR A RERH
Hit 12 E B 5
BinEE TG HivklE  HEHEFR 2EEB RENGE st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT  ARETT  ARETET ARBFT  ARETT ARETT  ARBTR
At 1 January 2024 202651 A1H 3,615,480 93953 131 (76,887) (141,240) 126,997 3618434
Loss for the year and FRBEBRZAKEEE
total comprehensive income — - - - (29,507) - (29,507)
Share Award Scheme Rt 2R - 28,022 - - - - 28,022
Dividends distribution REATE (17,588) - - - - - (17,588)
Shares exercised under RIER ISR BT RBR D
the Share Award Scheme 1,150 (34,283) - 33,133 - - -
Others Hih - - 1576 - - - 1576
At 31 December 2024 R2026F12 4318 3,599,042 87,692 1,707 (43,754) (170,747) 126,997 3,600,937
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39.STATEMENT OF FINANCIAL POSITION OF
THE COMPANY (continued)

The share-based payment reserve comprises the fair value of share
awards granted which are yet to be exercised. The amount will either be
transferred to the share premium account when the related award are
exercised, or be transferred to accumulated losses should the related
awards expire or be forfeited.

40. APPROVAL OF THE FINANCIAL
STATEMENTS

The financial statements were approved and authorised for issue by the
board of directors on 25 March 2026.

B 75 #R AR MY &

37 December 2025 20254 12 A 31 H

39. KR A IR R IR )

B AEROZNHEEEREC R
18 18 RITE R B SR B Y A M %
TR ARERDETERERER
s A - S B R SRR JE M 08
Yo AliSE R E R EIRNA o

40, HE BB T R 3R

FEBERN 2026 FE3 2 HEEEE
HofE R P RETI) B8 -
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Financial Summary

MEHE

Unit: RMB'000 B ARBTR For the year ended 31 December
HE+-_A=+—RHLFE
2025 2024 2023 2022 2021
2025 F 2024 F 20234 20224 20214
Revenue SHE WA 3,012,260 3,126,184 3,383,629 3,176,253 2,984,616
(Loss)/profit for the year A (E5HR)/ & F (373,026) (64,515) 94,612 450,073 509,571
Of which: (Loss)/profit Hep - IRRIER A
attributable FEAE (BB )/ 5= T
to owners of the parent (373,396) (65,495) 86,076 416,460 471,713
(Loss)/profit per share B AR E R ER
attributable to ordinary HEAEG
equity holders of BR(EE) & -
the parent:
Basic 2R RMB RMB RMB RMB RMB
AR AR AR AR ARHE
(0.04507T) (0.00807T) 0.01047T 0.04997T 0.05637T
Diluted i3] RMB RMB RMB RMB RMB
AR AR AR AR AR
(0.04507T) (0.00807T) 0.01037T 0.04967T 0.05637T
At at 31 December
Wt=A=+-H
2025 2024 2023 2022 2021
2025 F 2024 F 20234 20224 20214
Total assets BEE 7,972,869 8,464,252 8,516,911 7,887,632 7,131,585
Total liabilities FEN=R 4,167,768 4,288,460 4,280,656 3,625,950 3,242,400
Net assets FEE 3,805,101 4,175,792 4,236,255 4,261,682 3,889,185
Of which: equity attributable H A : FARHEA A
to owners of the parent: FE(E R : 3,591,077 3,963,007 4,023,068 4055187 3,679,833
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