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Established in 1996, Nongfu Springs Co., Ltd. is a leader in the
packaged drinking water and beverage industry in the PRC. Our
major products include packaged drinking water, tea beverage,
functional beverage and juice beverage. The Company was
transformed from a limited liability company into a joint stock
company with limited liabilities in June 2001 and listed on the Main
Board of the Hong Kong Stock Exchange in September 2020 (stock
code: 9633. HK).

We believe in offering natural and healthy products and insist on
using high quality raw materials. All of our packaged drinking water
products are sourced from quality natural water sources containing
natural mineral elements. We possess industry-leading equipment,
manufacturing capabilities, strong supply chain management
capabilities and rigorous quality assurance systems.

We have established dual growth engines, packaged drinking water
and beverage and set up a nationwide sales network covering all
provinces, municipalities and prefecture-level administrative divisions
across China. We implement a multi-brand strategy, have long-term
visions for our brands and strong brand communication capabilities,
and have built a super brand in the PRC soft beverage market.
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DEFINITIONS

[FERRAS
“AGM”

[RRIER]
“Articles of Association”
or “Articles”

[ ELRE A 5% R AR08 BR 75
HE2R %

“Basic R&D and Test
Framework Agreement”

=34

“Board”

(el
“China” or “PRC”

[AARRBRILR]
“Company” or

“Nongfu Spring”

[ DB IR EAFE]
“Company Law” or
“PRC Company Law”

MZERBRR]

“Controlling Shareholder(s)”

[(EERTAD]
“Corporate Governance
Code”

[E=E]

“Director(s)”

&R

“Domestic Shares”

[ZIRBE ]
“Global Offering”

[Z< S Ikl 34M
“Group”, “the Group”,
“we” or “us”

[HAR
“H Share(s)”

[N &8 ]

“Hangzhou Youfu”

[&E]
“Hong Kong” or “HK”

4R 2021 Annual Report

RNAFER20226F6 A14H (BB =) BRMNFERRAS
the annual general meeting of the Company to be held on Tuesday, June 14, 2022

AARR LT HEBEBHARER(EEE])
the articles of association of the Company, as amended, which was effective on the Listing Date

RATIR20205F8 A 12 B BB A% N H 2 F I8 A 713 4 % RA BT AT S A B0 Ras Bl RIS E SR
the basic R&D and test framework agreement entered into by the Company with Yangshengtang and its
wholly-owned subsidiary, YST Natural Medicine Research on August 12, 2020

RARERE

the board of Directors of the Company

EARKNE  piAFERENS - TEEEE  BFRaE

the People’s Republic of China, excluding, for the purpose of this annual report, Hong Kong, Macau and
Taiwan

BERIUSBOHBERAT - 199649 26 B RIEH BERK I Z RN AR AT
Nongfu Spring Co., Ltd. (ZXILERHBER A F), a joint stock company with limited liabilities established
under the laws of the PRC on September 26, 1996

FEARAFBIARNE - &KTRHER] » s AE 5 B
Company Law of the People’s Republic of China (% A R EF1EI A 7)), as amended, supplemented or
otherwise modified from time to time

BACETRADFE FERE - EERBEERELEY
has the meaning ascribed under the Listing Rules and refers to Mr. Zhong Shanshan and Yangshengtang

CEMAR DRI EERFRDR(BEERRE)
Corporate Governance Code and Corporate Governance Report in Appendix 14 to the Listing Rules

RARESR

director(s) of the Company

RRARBRAHEREEARBOATHEER - UARBRELHE
ordinary Shares in the share capital of the Company with a nominal value of RMBO0.1 each, which are
subscribed for and paid up in Renminbi

BEELFRELEREE
the Hong Kong Public Offering and the International Offering

RN REMBRR (AR XEMT - BARAREEA—HRAZKMBLRR]) - HXEAE - AIHAR
R AR AR A RIRIER A AT AR M 5 A2 E M B AR - M AR E AR R RN HE A R

the Company and its subsidiaries (or the Company and any one or more of its subsidiaries, as the content
may require), or where the context so requires, in respect of the periods before the Company became the
holding company of its present subsidiaries, such subsidiaries as if they were subsidiaries of the Company at
the relevant time

RAFRAH BREEARKATHRII EHINERR - WETEE - WHREBMRZMM L/
overseas listed foreign Shares in the share capital of the Company with a nominal value of RMBO.1 each,
which are traded in HK dollars and are listed on the Hong Kong Stock Exchange

MMEBREEERBR AR - R2009F 12 A 14ARBFEVEEKN I 2 BRETRR - BEREAITTEE -
AEEENRRIWHERRITESERE

Hangzhou Youfu Enterprise Management Company Limited (#iMl K@ 2EE AR A F), a limited
liability company established under the laws of the PRC on December 14, 2009, which is a shareholder of
Yangshengtang and wholly owned by Mr. Zhong Shanshan as of the Latest Practicable Date

FEEBRFITTHE
the Hong Kong Special Administrative Region of the PRC

RXWRBHHRAS NONGFUSPRING CO.,LTD. / 3



= DEFINITIONS

[(&& LRI K
[{EmRAN]

“Hong Kong Listing Rules”
or “Listing Rules”

[ & RS B ISR B 32 AT
“Hong Kong Stock
Exchange” or “Stock
Exchange”

[BYE=%
“independent third
party(ies)”

MTERRREERTE]
“IT Product and Service
Framework Agreement”

[R&EATAM]

“Latest Practicable Date”

[kl
“Listing”

[EWm B
“Listing Date”

[<1R2E<p Al |
“Model Code”

[ B RR B AR

“Over-allotment Option”

M4l

“province”

[BRER]

“Prospectus”

[ BREBAEZR 1755 |
“Purchasing Framework
Agreement”

[ R AT FRH

“Rainbow Fish Technology”

[ R &R
“Reporting Period”

[AR%]
“RMB” or “Renminbi”

IR ]
“Share(s)”
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BEEBMERZMERATE S LHRA - BNRHERT - sk AH M 7 &2k
the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited, as amended,
supplemented or otherwise modified from time to time

ERBPEARSHAERAR
The Stock Exchange of Hong Kong Limited

BIEH— 6 BERERESHA - WHARRBEALTHAL
party(ies) who are not connected persons of the Company as far as our Directors are aware after having
made all reasonable enquiries

RNAFFHR2020F8 A 120 BB A = R B 2 B KB A TR ML AR AT S HITE fa R IRSIE SR ik
the IT product and service framework agreement entered into by the Company with Yangshengtang and its
wholly-owned subsidiary, Rainbow Fish Technology on August 12, 2020

2022F4 R21 B » BIARF AT ED AT s #ETE AN ¥R P ElE T E R R&AI1TH

April 21, 2022, being the latest practicable date for the purpose of ascertaining certain information contained
in this annual report prior to its publication

HARPA B BB S P =R B

listing of the H Shares on the Main Board of the Hong Kong Stock Exchange

RATIHRAN BB R AT ETh REERREERNBE - A2020F9A8H (EH1=)
Tuesday, September 8, 2020, the date on which our H Shares are listed and from which dealings therein are
permitted to take place on the Hong Kong Stock Exchange

CEMARADMEEAC BT AERRITES T HHFLESTRD
the Model Code for Securities Transactions by Directors of Listed Issuers under Appendix 10 to the Listing
Rules

ARRRTERBHEAEREE - AEE2RGAA (RKREREHERE) RIEBER SHHETE - B ARF)
TRIRBEBALE R TA $£68,234,600A BINHAR - SA(H A 15 R EIR B E B R S & (A ) (1 HEAR
ERMTEE)

option granted by the Company to the International Underwriters, exercisable by the Joint Global Coordinators
(on behalf of the International Underwriters) pursuant to the International Underwriting Agreement, pursuant to
which the Company may be required to allot and issue up to an aggregate of 58,234,600 additional H Shares
at the Offer Price to, among other things, cover over-allocations in the International Offering, if any (as defined
in the Prospectus)

D JINNEFE - EREAEXTEPRBNEREENESET
a province or, where the context requires, a provincial level autonomous region or municipality, under the
direct supervision of the central government of the PRC

RARREARAFEEMN2020F8 A258 FIEHBRER
the prospectus issued by the Company on August 25, 2020 in connection with the Hong Kong Public Offering

RNNFF2020F8 B 120 BS A 2 AT U HRRIBIER
the purchasing framework agreement entered into by the Company with Yangshengtang on August 12, 2020

AT BEHR AR AR - R2003F4 A10RRBHRBIZEK I EREERR  BEREATTEY  BE
EE2ENRBAT

Zhejiang Rainbow Fish Technology Company Limited (#77L% 4l @ RHX AR A 7)), a limited liability company
established under the laws of the PRC on April 10, 2003, which was a wholly-owned subsidiary of
Yangshengtang as of the Latest Practicable Date

20211 A1AZE2021412 A31 B 4
the period from January 1, 2021 to December 31, 2021

PENEEEBARK

Renminbi, the lawful currency of the PRC

RRARRAHEREEARBOATH LB
ordinary shares in the share capital of the Company with a nominal value of RMBO0.1 each

3R 2021 Annual Report



&
“Shareholder(s)”
(KB AT ]
“subsidiary(ies)”

[BE= |

“Supervisor(s)”

[E=g]

“Supervisory Committee”

[BEE |
“Yangshengtang”

[BEEEH ]
“Yangshengtang Group”

[BEERABEYHE]
“YST Natural Medicine
Research”

[%]
“gpn

4R 2021 Annual Report

2 DEFINITIONS

BRFEE A

holder(s) of the Shares

BEREBENE22B( R AHEPIDFRAPTERE

has the meaning ascribed to it in Schedule 1 of the Companies Ordinance (Chapter 622 of the law of Hong
Kong)

RATEE

supervisor(s) of the Company
NARIEES

supervisory committee of the Company

BEEZERAR - M1993F3 A 128 RIBEHRBIERRN V2 ERETAR - BEKENITAE - BIERERET
HERREESZERA (BREEEER8.38% MEBMMNAB(HERKE ERES ) HHHHEER1.62%)
Yangshengtang Co., Ltd. (B4 EHR A7), a limited liability company established under the laws of the PRC
on March 12, 1993, which was a Controlling Shareholder and wholly owned by Mr. Zhong Shanshan (including
98.38% direct interest and 1.62% indirect interest through Hangzhou Youfu, which is wholly owned by Mr.
Zhong Shanshan) as of the Latest Practicable Date

BETREMBEAR
Yangshengtang and its subsidiaries

AIBREERAEYARAERRA] - N1999F10 A28 AMBIBEHRBENERK I 2 EREER A - HEREKA
TEE  REEENZENRBEAR

Zhejiang Yangshengtang Natural Medicine Research Company Limited (47T % 4 % K A ZEY AR S FT A R A 7)),
a limited liability company established under the laws of the PRC on October 28, 1999, which was a wholly-
owned subsidiary of Yangshengtang as of the Latest Practicable Date

Anth

percentage

RXWRBHHRAS NONGFUSPRINGCO.,LTD. / 5
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SHARE LISTING

The Stock Exchange of Hong Kong Limited
(Stock Code: 9633)

LISTING DATE
September 8, 2020

REGISTERED OFFICE AND HEAD OFFICE

No.181 Geyazhuang
Xihu District
Hangzhou, Zhejiang
PRC

PRINCIPAL PLACE OF BUSINESS IN HONG KONG

Room F, 6/F, CNT Tower
338 Hennessy Road
Wan Chai

Hong Kong

COMPANY’S WEBSITE

www.nongfuspring.com

BOARD OF DIRECTORS

EXECUTIVE DIRECTORS

Mr. Zhong Shanshan (Chairman and General Manager)
Mr. Guo Zhen

Mr. Zhou Li

Ms. Zhou Zhenhua

Mr. Liao Yuan

NON-EXECUTIVE DIRECTOR
Mr. Zhong Shu Zi

INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. Stanley Yi Chang

Mr. Yang, Lei Bob

Mr. Lu Yuan

SUPERVISOR COMMITTEE

Mr. Zhong Jigang (Chairman)
Mr. Liu Xiyue
Mr. Rao Minghong

JOINT COMPANY SECRETARIES

Ms. Han Linyou
Ms. Mak Po Man Cherie
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AF]EF CORPORATE INFORMATION

AUDIT COMMITTEE

Mr. Stanley Yi Chang (Chairman)
Mr. Yang, Lei Bob
Mr. Zhong Shu Zi

REMUNERATION COMMITTEE

Mr. Lu Yuan (Chairman)
Mr. Zhong Shanshan
Mr. Yang, Lei Bob

NOMINATION COMMITTEE

Mr. Zhong Shanshan (Chairman)
Mr. Lu Yuan
Mr. Stanley Yi Chang

AUTHORISED REPRESENTATIVES

Ms. Han Linyou
Ms. Zhou Zhenhua

PRINCIPAL BANKERS

Industrial and Commercial Bank of China Hangzhou Yangbatou Branch
Agricultural Bank of China Hangzhou Branch

China Construction Bank Zhijiang Branch

Bank of China Zhejiang Branch

China Everbright Bank Hangzhou Branch

HONG KONG LEGAL ADVISOR

Tian Yuan Law Firm LLP

Room 3304-3309, 33/F Jardine House
One Connaught Place

Central Hong Kong

PRC LEGAL ADVISOR

Tian Yuan Law Firm

10/F, Tower B, China Pacific Insurance Plaza
28 Fengsheng Hutong

Xicheng District

Beijing

PRC
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COMPLIANCE ADVISER

Somerley Capital Limited

20/F, China Building, 29 Queen’s Road Central
Central

Hong Kong

OVERSEAS AUDITOR

Ernst & Young

Certified Public Accountants
Registered Public Interest Entity Auditor
27/F, One Taikoo Place

979 King’s Road, Quarry Bay

Hong Kong

DOMESTIC AUDITOR
Pan-China Certified Public Accountants LLP

Tower B, China Resources Building, 1366 Qianjiang Road

Shangcheng District
Hangzhou, Zhejiang
PRC

H SHARE REGISTRAR

Computershare Hong Kong Investor Services Limited

Shops 1712-1716, 17th Floor Hopewell Centre
183 Queen’s Road East

Wan Chai

Hong Kong

3R 2021 Annual Report



DUECEES
FINANCIAL HIGHLIGHTS

BZE12A31ALEE
Year Ended December 31,
20174 20184 20194 20204
2017 2018 2019 2020

AREBEL ARBEEL ARKEEL AREKEER
RMB million ~ RMB milion ~ RMB million ~ RMB million

Yezs REVENUE 17,491 20,475 24,021 22,877 29,696
7 GROSS PROFIT 9,809 10,921 13,311 13,508 17,656
B ER AR PROFIT BEFORE INCOME TAX 4,435 4,763 6,499 6,986 9,354
FERAY Income tax expense (1,049) (1,151) (1,545) (1,709) (2,192)
FERF PROFIT FOR THE YEAR 3,386 3,612 4,954 5,277 7,162
NAEEA NEEER Profit attributable to owners of
the parent 3,379 3,606 4,949 5,277 7,162
AR AR AR AR AR¥T
RMB RMB RMB RMB RMB
BREAEF Earnings per share 0.31 0.33 0.46 0.48 0.64
MW12A31H
As at December 31,
20175 20184 20194 20204
2017 2018 2019 2020

AREBEL AREBEEL ARKEEL ARKEER
RMB milion ~ RMB milion ~ RMB million ~ RMB million

BEE Total assets 16,623 20,950 17,796 25,859 32,896
BeE Total liabilities 5,458 6,534 7,914 10,367 12,154
BEREE Total equity 11,165 14,416 9,882 15,492 20,742
Re iR Cash and bank balances 2,563 1,764 1,083 9,119 14,784
TEEE,/(BfE)FHE  Curent assets/(iabilities), net 1,660 2,678 (3,069) 2,367 6,247

44§ 2021 Annual Report RXWRBHHRAS NONGFUSPRING O, LTD. / O
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CHAIRMAN’S STATEMENT

EHHEULRE :

2021%F - PREIRBHEREMEHEERE
BB B IREMER - AREL
BERNBINE  BRIUREEAERT
IR - RERHABHIEG NS N TR
AR -

2021 F A E B S BIa= A R 29,606 F
BT [h2020F 1 K29.8% - HAEEA
R N EIR T 2021 F AEBEF A7
AAEEFBEH2020FEH0ARE52717A &
TTHE—HENE ARB7 16288 (B —
RIEELEEERNERE AR ARKET 2608
EBIL) o A - AEBEEBEESRNISFER
fi# - 2021 F MY £E & E B IR © 7k B b 2020 F
#hN85.2% = AREE11,400E & TT ©

ERAREE2021 FHELEN  EEAE
ERAEG  BEFBIKL  UAREAZH
% FREBRARRIRBRITHNFERE
AEREFREHZE2021F12831 8 IHF
ERHARSKEFHRARE0.457T (LT
BEARELS5061HETT) °

20214  BRIWRRI m25AF - #H{ET
B — Rt 2 R B 2 B+ — RKRHE -

HE-—KAKERBERAZRE 20
MR - ERER - BFRE - BAY

RINFR R FHERILEE » R - T A9
EEERERKAKNARH E S| EEROE
B - REKAIFT - HEREZEEER - ARE
HEENRE -
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Dear shareholders,

In 2021, the epidemic prevention and control strategy and economic
development strategy in the PRC continued to promote the stability
and development of the consumption order. The operation of
the Group has also improved, and Nongfu Spring has witnessed
new growth with the sincere unity and efforts of our employees,
distributors and partners.

The Group recorded a total revenue of RMB29,696 million in 2021,
representing an increase of 29.8% as compared to 2020. The
profitability of the Group also kept improving. Profit attributable to
the owners of the parent in 2021 recorded further increase from
RMB5,277 million in 2020 to RMB7,162 million (RMB7,269 million
after excluding one-time non-operating gains and losses). Meanwhile,
the working capital level of the Group remained stable, and cash flow
from operating activities in 2021 increased by 35.2% as compared
to 2020, to RMB11,400 million.

In light of the Group’s operations in 2021 and taking into account
earnings, overall financial condition and capital expenditures of the
Group, the Board will recommend the distribution of a cash dividend
of RMBO0.45 per share for the year ended December 31, 2021 at the
forthcoming annual general meeting of the Company (amounting to a
total dividend of approximately RMB5,061 million).

In 2021, Nongfu Spring celebrated its 25th anniversary. From a
sole water source of Thousand-Island Lake to eleven major water
sources all over the country, from a sole drinking water product to a
multi-category and multi-brand beverage enterprise, through years
of enduring great hardships in pioneer work, after weathering rain
and shine, we have never changed our commitment to natural and
healthy products. In the future, we will continue to implement the
strategy of dual growth engines with packaged drinking water and
beverages, achieve breakthroughs in innovation, and launch more
high-quality products to meet the expectations of consumers.

3R 2021 Annual Report



EER3E CHAIRMAN’S STATEMENT

EXLEHNERBETHEAEINEAHME  The development of Nongfu Spring is inseparable from the efforts

oo BEE B THAIFAEE - E—FEFA  and commitment of our employees. In order to bring forth the

NERSIAAKEE S  NEBEER T EIRR  innovation and passion of employees and further enhance the

EHEEE  BIRARKRHFEERE - Company’s capability in attracting talents, the Group implemented
the Employee Share Incentive Scheme to achieve long-term
sustainable development of the Company.

BRAEEEXLE RS RAMEDRET  On behalf of Nongfu Spring, | would like to extend my sincere

BORBELLSEE—ABEIMNS MM gratitude to the long-term support from all sectors of society, and

o ERM—RRERSTYIL - AIERITT | the commitments and contributions from every employee of Nongfu
Spring. Let us stay on original intent and forge ahead together!

2 B B Zhong Shanshan

EER Chairman

rREE A RALFNE - AT Hangzhou, the People’s Republic of China
20223 A28H March 28, 2022

45, 2021 Annual Report RXIWRBHHRAS NONGFU SPRING GO, LTD.  / 11
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MANAGEMENT DISCUSSION AND ANALYSIS

RERITERE

EHHERBNERE  EHEEPEED
K IBB R I m B R BIAE T + 2021 F [
TELELEMAREEFRFREET I
AN BURHHETT T —RIB AT HER
BURAEHE - PEDEEE PRI 2T
ECREERIE S o

mmi$!lmiﬁﬂﬁ@wﬁmméﬁ
U0 FIERSA% S HERSEEE
B44BIET - ITHﬁ-E125% 20214
BRI TEBME TIHRE - 2EANESE
183EEBME » R R12% ° 2021 F B &R
RIELEF AW AR IER13.5%  He -
(R EMAKEEEREIZR12% « HEX
R RE MR RIS ER LIS R12% - RE
T RRBFTHRIEIEER L IERIT14% - Bk

BE AR BLE E R ELIE R 19% - 2 FLEE FIE
%%Eﬁﬂ%ﬁ%ﬁmﬁﬁ‘ﬂ%-ﬂﬁﬁ
RENEERI L IERIT15% °

HEZURRMERNORREBES T

1t - WERKDHZFENE - MR EEEMNL
ISEFEREERS - mm%EE S ALY
TIHRE TR ER - TEBEFEM

AL m%ﬁﬁTémm@MEEﬁ quekfis
#ETHRBTISREREDS - BRI -
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MACRO AND INDUSTRY ENVIRONMENT

The global COVID-19 pandemic is still ongoing. Under the steady
progress in epidemic prevention and control and economic
development strategies in China, the production and operation of
Chinese enterprises and the order of people’s lives were stable as a
whole in 2021. In addition, the government has also implemented a
series of policies and measures to expand and support consumption,
and the consumption in China has grown further and showed strong
potential and resilience.

The gross domestic product (GDP) of China for 2021 exceeded
RMB114 trillion, representing a year-on-year increase of 8.1%;
the total retail sales of consumer goods exceeded RMB44 ftrillion,
representing a year-on-year increase of 12.5%. The beverage
industry in China has also resumed growth in 2021, with national
beverage production exceeding 183 million tonnes, representing
a year-on-year increase of 12%. In 2021, the operating revenue
of the beverage manufacturing industry in China showed a year-
on-year increase of 13.5%, of which, bottled (canned) drinking
water manufacturing showed a year-on-year increase of 12%, tea
beverages and other soft drinks manufacturing showed a year-
on-year increase of 12%, fruit and vegetable juice and fruit and
vegetable juice beverage manufacturing showed a year-on-year
increase of nearly 14%, carbonated beverage manufacturing showed
a year-on-year increase of 19%, dairy beverage and plant protein
beverage manufacturing showed a year-on-year increase of nearly
11%, and solid beverage manufacturing showed a year-on-year
increase of nearly 15%.

The consumer’ expectations for beverage choices and taste have
become increasingly diversified, and their requirements for the
healthiness of product ingredients and the resonance of brand
values are increasing as well. Various brands are competing to
launch new products in an increasingly fierce market environment,
bringing forth more intense industry competition. In addition to
the promotion of optimization and innovation of products, it also
facilitates the continuous expansion of the beverage market, with
both opportunities and challenges.

3R 2021 Annual Report



EEEWE DT MANAGEMENT DISCUSSION AND ANALYSIS

¥KERE

BERIEHIEE R BPMERE THMK
HE - AERHEMBHELS YR
G o 2021F AEBHBSE2FREARE
29,696 H & JT  B2020F 1 £29.8% © E
o B ESRAKE @A BGE G RIS B )
B57.4% » SR E M a5 R U B9 BE Y
#40.4% o TREIRNEERAREBSE
o FB AR Y A B U s EL PR 4R

BUSINESS REVIEW

Under the normalization of epidemic prevention and control, our
employees, distributors and partners have become sincerer, united
and working more closely. In 2021, the Group recorded annual
revenue of RMB29,696 million, representing an increase of 29.8%
as compared to 2020. Among which, the proportion of revenue
from packaged drinking water products to total revenue was 57.4%
and the proportion of revenue from beverage product to total
revenue was 40.4%. The following table sets out the breakdown of
the Group’s revenue and the percentage of total revenue for each
product category during the period indicated:

BZE12A31ALEE
Year Ended December 31,

2020
AR (g te
EmEER (B&7T) BoO
Percentage
RMB of total
Product Category (million) revenue
BESBKE R 17,058 57.4% 13,966 61.0%
Packaged drinking water products
FRERLE M 4,579 15.4% 3,088 13.5%
Tea beverage products
IR SRR EE dm 3,695 12.4% 2,792 12.2%
Functional beverage products
TR E 2,614 8.8% 1,977 8.7%
Juice beverage products
Hofth 2 n (P5E) 1,750 6.0% 1,054 4.6%
Other products (note)
A5tTotal 29,696 100.0% 22,877 100.0%

MR EAERE BRI - 2 REKR
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2 RHRSEES -
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Note: Other products primarily include other beverage products such as soda
water beverage, sparkling flavored beverage, coffee beverage, and
plant-based yogurt products, and agricultural products such as fresh fruits.
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Packaged drinking water products

The revenue of packaged drinking water products in 2021 was
RMB17,058 million, representing an increase of 22.1% as compared
to 2020 and accounting for 57.4% of our total revenue for the year.

During the Chinese New Year of 2021, we continued our tradition of
launching an anniversary edition of zodiac version of natural mineral
water (glass bottled) in Chinese year of “Ox”, and presented the
Chinese New Year short advertisement film titled “Golden Cows
Plow Cloud ({FZ£))” with the moral of “conquering the pandemic,
restoring the prosperity” to celebrate the Chinese New Year together
with consumers. During the Reporting Period, we launched new
products like “Nongfu Spring drinking natural spring water (for tea
brewing) (XL FEKARAILZEK CBEH) ) (“Tea brewing water”)
Wuyi Mountain, a new water source in Fujian and “Nongfu Spring
Changbai Snow natural Jokul mineral water (2XKILREASZSAARSE
&R 7K)” (“Changbai Snow”) originated from the artesian springs
in the primeval forest of Changbai Mountain in Jilin, further enriching
the drinking water product line. The label design of Changbai Snow
displays the image of animals in Changbai Mountain in hollow
form on the bottle, supplemented by the water source ecology,
so that consumers can intuitively feel the epitome of water source
and ecology. We also correspondingly launched two sophisticated
advertising films, “The First Snowflake in Changbai Mountain ({f&
HILKE—%HE))” and “Chinese Merganser in Changbai Mountain
(CEBILHTADEEY )", further conveying the product characteristics
of “Changbai Snow” with the soft snowflake flavor in Changbai
Mountain and the brand value of “what kind of water source gives
birth to what kind of life” to the consumers.

oy A,

IESE MERGANSER IN CHANGBAI MOUNTAIN ,

BRIFRKHERAS NONGFU SPRING CO., LTD.
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Tea beverage products

The revenue from our tea beverage products in 2021 was RMB4,579
million, representing an increase of 48.3% as compared to 2020,
accounting for 15.4% of the total revenue for the year. In mid-
2021, “Tea n” in cups became available in some convenience
stores for simultaneous online and offline sales. Facing the changes
in the catalyst habits and the confident and diverse aesthetics of
Generation Z, “Tea n” has found a new spiritual core of “infinite
possibilities, self-contained faction”. During the first half of 2021,
the “Tea m” brand launched the “Our Graduation Songs” original
song solicitation contest in cooperation with China’s well-known
music streaming platform “QQ Music” and involved in music festivals
on camp of colleges across the country, so as to interact with
more young consumers. In August 2021, “Tea n” cooperated with
mainstream fashion magazines to create the theme event of “Tea 1
New Generation”, which created the emotional resonance between
“Tea " and the Generation Z.

2021 was the 10th anniversary of the launch of “Oriental Leaf (5
FHEEE)”, one of our tea beverage products. As done with Oriental
Aesthetics Advertising when “Oriental Leaf (R J7#1Z£)” was first
launched in 2011, the promotional video for the 10th anniversary of
the launch of “Oriental Leaf (3R 5#1%E)” used scene reappearance
method to reproduce the happenings at important moments that
people have captured the fragrance of tea during thousands of years.
During the first half of 2021, we launched two new flavors of products,
named “Ganpu Tea (5M &JH)” and “Brown Rice Tea (ZAKR)".
Persevering for ten years as if it were one day, we use technology
to restore the natural original taste. During the Mid-Autumn Festival,
we further launched the first seasonal limited product “Osmanthus
Oolong (EfESBE)”, which connects the unique Chinese oriental
sentiments and combines the needs and scenarios of consumers to
drink warm tea in autumn and winter. Through exploration, research
and innovation of tea culture and tea products, we are striving to
make more people to love “Oriental Leaf (3 J7151%)”.

vl 1R

0% Ok Ofig
0FH OB IE;

M hER  BAa N A S RN

RXWRBHHMAT NONGFU SPRING Co.,LTD. / 15



EEEWE S MANAGEMENT DISCUSSION AND ANALYSIS

B - %

CRARMELAFT I RER -
ZEMAE T TR EBNAIT H R E— &
HMEQIES  TRUEHOKMEE 41
RINE - BERNFFAFFGER=TEOK © 12
AE—PHERLEREFROKRAANE o
T INRERBEEFREREZR - AN

202159

Y BR - REASEENRE
FEMTENERERL S - HEEETRT 2
e mmE YRR - — K EWAIREIR
ZHBENREENEL -

16 / BRXWRBHARAS NONGFU SPRING CO., LTD.

4
0 7 b0 % ¥

Bk B4 R A0 R O 2R

In September 2021, the Company launched the rejuvenated “Mix
Milk Tea (FT#IAR)” product. This product inherits the classic product
concept of “mixing good-tasting milk tea (4F¥KE ST HK)”,
matching with new flavors and packaging, including three flavors
of black tea milk tea, oolong milk tea and jasmine green tea. In
December, a new flavor of cocoa milk tea limited to winter was
launched. The “Mix Milk Tea (¥T#)Z%)” product is extracted from
high-quality tea leaves, without adding milk powder, tea powder,
or flavor, bringing brand new experience in tasting high-quality milk
tea for consumers with its high-quality raw materials, advanced
technology and low-sugar formula. The product received praise and
welcome from numerous consumers once launched in the market.

3R 2021 Annual Report
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Functional beverage products

The revenue from our functional beverage products in 2021 was
RMB3,695 million, representing an increase of 32.3% as compared
to 2020, accounting for 12.4% of the total revenue for the year.

In 2021, “Scream (X AY)” beverage launched new “isotonic %2”
series, the first kind of sports drink featuring the concept of isotonic
in China. This series is specially designed for scientific replenishing
water after sports. Its osmotic pressure is in the range of 250-340
mOsmol/L, which is similar to the osmotic pressure of human body
fluids. It can quickly replenish the water, electrolytes and energy lost
after sports of human body. The new products launched this time
included two flavors, sea salt grapefruit flavor (sugar-containing)
and sea salt green orange flavor (sugar-free), which are suitable for
people after high-intensity exercise and people after light exercise
and aerobic sports respectively. By simultaneously promoting the
slogan “Scream for win, win to scream (ZAUZE# * fwmat L 0)”,
through the launch of “Football Dance (B EkE(EE)” advertising video
and the “Athlete’s Sweat ((BE) 87T /)" promotional video in
cooperation with hot championship-winning athletes of the Chinese
Swimming Association, and the launch of “Isotonic screaming and
sweating course (/2R HTRTE)” in cooperation with “KEEP”,
the top one sports social platform in China, “Scream (4 Al)” received
attention and recognition among the cohort who love sports.

At the same time, “Vitamin Water” joined hands with the “Strawberry
Music Festival” and “Strawberry MDSK Music Festival” to bring
vitamins and energy to music lovers, further raising the popularity of
the brand among young consumers
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Juice beverage products

The revenue from our juice beverage products in 2021 was
RMB2,614 million, representing an increase of 32.2% as compared
to 2020, accounting for 8.8% of the total revenue for the year.

We adhere to the source-focused strategy that “Good Juice is
Grown” (“4FSUTREHZRE"). In 2021, “Nongfu Spring (8 K11 R)
NFC juice” and “Nongfu Spring (X IL%) 17.5° Fresh Fruit” carried
out full-year joint promotion and origin tracing to strengthen the
origin advantage of Nongfu Spring Juice. The “Farmer’s Orchard (&
FEE)” juice brand, which has a history of 18 years, has carried out
themed promotion in combination with the festival scene through
the large-package “Double Wedding Banquet (BBt E =) to help
sales in peak seasons and continue to achieve brand promotion
and growth. The “Water-soluble G100 (7K;AC100)” beverage has
launched in a fashionable grapefruit juice-flavored pocket size
in 2021 to meet the personalized and portable needs of young
consumers and broaden consumption scenarios.

Other products

Other products primarily include other beverage products such as
soda water beverage, sparkling flavored beverage, coffee beverage
plant-based yogurts and others, as well as agricultural products such
as fresh fruits etc. In 2021, revenue from other products increased
by 66.0% to RMB1,750 million as compared to 2020, accounted for
6.0% of our total revenue in 2021.

In 2021, the Group launched brand new sparkling soda water
beverages. The product is produced in an aseptic production
process, with water drawn from high-quality natural sources and
0 sugar, 0 calories, 0 fat, and 0 potassium sorbate. Using the
advertising slogan of “Adding Soda for Summer (44 B X747
[721)”, Nongfu Spring sparkling soda water beverages emphasizes
the brand’s spiritual value of bringing happiness and positivity to
consumers.

In addition, the soda water products continue the brand proposition
of “nice water, nice SODA (47K 4FSODA)”, and continue to deepen
the concept of the brand’s natural good water source. Nongfu
Spring fresh fruit “17.5°” series, “Tan Bing (7x R)” coffee, “Northeast
fragrant rice (21L& K)” rice and other products have also developed
well in 2021.

3R 2021 Annual Report
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Research & Development and Innovation

The Group always strives for innovation and seeks breakthroughs.
Our R&D team focuses on natural products and their processing
technology, food safety and quality, and continues to develop
products that are suitable for consumers’ needs.

In 2021, we launched various brand new innovative product series,
including “Nongfu Spring drinking natural spring water (for tea
brewing) (XL RBHEHZEILFK)”, “Changbai Snow (KASE)”,
three new flavors of “Oriental Leaf (R 5 153E)” (Ganpu Tea (B &
JH)”, “Brown Rice Tea (ZK%)”, “Osmanthus Oolong (FEESFE)),
“Mix Milk Tea” (JTHZE), “Scream (4L0U)” of the new isotonic (%
}2) series and sparkling soda water beverages. Among which, we
pioneered a new category of “isotonic” (5/28) professional sports
drinks in China. Scientific formulas and crafts enable us to establish
product industry standards and set a new benchmark for sports
hydration. Isotonic beverage refers to beverages with osmotic
pressure similar to the osmotic pressure of plasma, scientific ratio of
water, electrolytes and nutrients. Its osmotic pressure is in the range
of 250-340mOsmol/L, which is approximate to the osmotic pressure
of human body fluids, allowing the human body to replenish water in
a more efficient manner. Our sparkling soda water beverages series
has also realized technology innovation, achieving a 9-month shelf
life without adding preservatives.

Information system buildup

In 2021, to support the strategic development and goals of the
Group, we continued to upgrade our digitized marketing system,
and launched the production scheduling system and warehouse
management system online. Meanwhile, by optimizing the
frameworks for application, technology and data, we have achieved
high reusability and scalability in terms of information system
functions.

The Group continued the construction of private domain traffic and
aimed at longer-term consumption and customer flow. We have
upgraded the new retail operation platform, further optimized the
platform, reshaped the consumer experience, integrated platform
data, empowered business through data statistics, analysis, and
label management, and explored the potential of new retail business.
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FINANCIAL REVIEW

The following financial results are extracted from the financial report
of the Group prepared in accordance with the IFRS during the
Reporting Period:

Revenue and Gross Profit

With the normalization of epidemic prevention and control, through
the sincere unity and efforts of the employees, distributors and
partners, the Group recorded a revenue of RMB29,696 million
in 2021, representing an increase of 29.8% as compared with
RMB22,877 million in 2020. In 2021, gross profit of the Group was
RMB17,656 million, representing an increase of 30.7% as compared
with RMB13,508 million in 2020. In 2021, gross profit margin of the
Group was 59.5%, essentially maintaining at the level of 59.0% in
2020.

Selling and Distribution Expenses

In 2021, sales and distribution expenses of the Group were
RMB7,233 million, representing an increase of 31.2% as compared
with RMB5,511 million in 2020. In 2021, sales and distribution
expenses of the Group accounted for 24.4% of the total revenue,
essentially maintaining at the level of 24.1% in 2020.

Administrative Expenses

In 2021, administrative expenses of the Group were RMB1,751
million, representing an increase of 32.3% as compared with
RMB1,324 million in 2020. In 2021, administrative expenses of
the Group accounted for 5.9% of our total revenue, essentially
maintaining at the level of 5.8% in 2020.

Other Expenses

Other expenses of the Group in 2021 were RMB139 million,
accounting for 0.5% of the total revenue, mainly representing
the exchange losses caused by the foreign currencies obtained
from funds raising. In 2021, the exchange losses of the Group
were RMB117 million. As of December 31, 2021, the Group held
HK$1,485 million, US$491 million and a small amount of other
foreign currencies, representing a slight decrease as compared with
the HK$1,537 million, US$563 million and a small amount of other
foreign currencies held in December 31, 2020.

Finance Costs

In 2021, the borrowing rate of the Group decreased slightly. The
finance costs decreased from RMB79 million in 2020 to RMB53
million in 2021.

3R 2021 Annual Report
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Profit for the Year

As a result of the aforementioned changes, profit of the Group for
the year increased by 35.7% from RMB5,277 million in 2020 to
RMB7,162 million in 2021.

Dividends

Having accounted for, including but not limited to, the Group’s
overall performance, surplus, overall financial condition, capital
expenditures in 2021, the Board proposed to declare a final cash
dividend of RMBO0.45 per share (inclusive of tax, amounting to a total
dividend of approximately RMB5,061 million) for the year ended
December 31, 2021 at the forthcoming annual general meeting of
the Company.

Balances of Long-term Bank Deposits, Pledged Deposits and
Cash and Bank Balances and Borrowings

As of December 31, 2021, the sum of long-term bank deposits,
pledged deposits and cash and bank balances of the Group
amounted to RMB15,909 million, representing an increase of 74.5%
as compared with RMB9,119 million as of December 31, 2020. The
total credit facility of the Group was RMB11,545 million and interest-
bearing borrowings amounted to RMB2,500 million as of December
31, 2021, representing an increase of 3.6% as compared with
RMB2,414 million as of December 31, 2020, with due repayment
of a total amount of RMB2,914 million. All of the borrowings are
denominated in RMB. Among the total borrowings as of December
31, 2021, the borrowings of RMB200 million were charged at a
fixed interest rate (not including discounted bank acceptances). The
Group does not have any interest rate hedging policy.

Inventories

Inventories of the Group increased by 0.2% from RMB1,805 million
as at December 31, 2020 to RMB1,809 million as at December 31,
2021. Due to inventory turnover driven by growth in sales, inventory
turnover days decreased from 69.5 days in 2020 to 54.8 days in
2021.

Trade and Bills Receivables

Trade and bills receivables of the Group increased from RMB358
million as of December 31, 2020 to RMB476 million as of December
31, 2021. The turnover days of trade receivables and bills receivable
decreased from 5.3 days in 2020 to 5.1 days in 2021.

RXIWRBHHRAZ NONGFU SPRING CO.,LTD.  / 2]
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Trade and Bills Payables

Trade and bills payables of the Group increased from RMB882
million as of December 31, 2020 to RMB1,1583 million as of
December 31, 2021. The turnover days of trade payables and bills
payable decreased from 32.6 days in 2020 to 30.8 days in 2021.

Gearing Ratio

As at December 31, 2021, the gearing ratio of the Group (equaling
(interest-bearing borrowings + lease liabilities)/equity) was 12.5%
(during the Reporting Period, the Group has no minority equity),
representing a decrease as compared with the gearing ratio of the
Group as at December 31, 2020 being 15.9%, mainly due to the
growth in interest-bearing borrowings of the Group in 2021 lower
than that of the equity in the same period.

Treasury Policy

The Group adopts a prudent financial management approach for
its treasury policy to ensure that the Group’s liquidity structure
comprising assets, liabilities and other commitments is able to
always meet its capital requirements.

MATERIAL EVENTS AFTER THE REPORTING PERIOD

As approved in the extraordinary general meeting held in January
14, 2022, the Company has adopted an employee share incentive
scheme (the “Employee Share Incentive Scheme”). For details of the
Employee Share Incentive Scheme, please refer to “Management
Discussion and Analysis — Human Resources and Remuneration
Policy” in this announcement.

On 28 March 2022, pursuant to the Employee Share Incentive
Scheme, the Company granted awards that representing 6,596,800
and 39,600 underlying H Shares of the Company, respectively,
to 107 eligible employees of the Group and one individual of
Yangshengtang who have made significant contributions to the
Group’s business performance, and play an important role in the
Group’s future development.
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FOREIGN EXCHANGE RISK

As of December 31, 2021, the Group held HK$1,485 million,
US$491 million and a small amount of other foreign currencies. As
of the date of this report, the exchange rates of the U.S. dollar and
the Hong Kong dollar have both dropped, and we need to monitor
the further trends in the foreign exchange market. The Group will
closely monitor our foreign exchange risks and will utilize appropriate
financial tools for hedging purposes when necessary to help reduce
foreign exchange risks.

CONTINGENT LIABILITIES

As of December 31, 2021, the Group did not have any significant
contingent liabilities.

CAPITAL COMMITMENTS

Capital commitments of the Group amounted to approximately
RMB2,146 million as of December 31, 2021, mainly used for
construction of production plants and purchase of production
equipment.

PLEDGE OF ASSETS

As at December 31, 2021, bank deposits of RMB3.6 million
(December 31, 2020: nil) were pledged by the Group.

SIGNIFICANT INVESTMENT, MATERIAL
ACQUISITION AND DISPOSAL

The Group did not have any significant investments held, or
any material acquisition or disposal of any relevant subsidiaries,
associates and joint ventures during the Reporting Period.

FUTURE PLAN FOR MATERIAL INVESTMENTS OR
CAPITAL ASSETS

As of the Latest Practicable Date, save for the “Future Plans and Use
of Proceeds” disclosed in the Prospectus, the Group did not have
any existing plan for acquiring other material investments or capital
assets.

GOING CONCERN

On the basis of current financial projections and facilities available,
the Group has adequate financial resources to continue its operation
in the foreseeable future. Accordingly, the financial statements are
prepared on a going concern basis.
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HUMAN RESOURCES AND REMUNERATION
POLICY

As at December 31, 2021, the total number of employees of the
Group exceeded 20,000. In 2021, the total employee benefit
expenses (including directors’ remuneration) amounted to
RMB2,882 million. The Group always believes that our long-term
growth depends on the expertise, experience and development of
our employees. We proactively optimize the talent selection and
cultivation system in order to improve the general competitiveness
of our employees and their sense of belongings to the Group.
The remuneration and benefits for employees of the Group are
determined with reference to the market standards as well as
individual qualification and experience, performance bonus and
other incentive systems are established. Performance bonuses are
paid based on the Group’s revenue and profit targets, as well as the
performance of the organisation in which the employee works and
the performance of the individual employee, and to recognise and
encourage outstanding contributions to the Group’s business. Our
overall remuneration policy is competitive.

In order to improve the Company’s incentive mechanism, retain
key employees and promote sustainable growth of the Company’s
performance, as approved in the extraordinary general meeting
held in January 14, 2022, the Company has adopted the Employee
Share Incentive Scheme to incentivize management personnel and
core technical experts, including (i) the Directors, Supervisors and
employees of the Group; and (ii) certain number of employees of
Yangshengtang Group who make significant contributions to the
Group in the projects and cooperations between the Group and
Yangshengtang Group, who play an important role in the Group’s
business performance and future development. The Directors believe
that including the participants as mentioned above in the Scheme
will help stimulate their innovation and passion, and encourage them
to devote more efforts in providing services to the Group, which
is in the interests of the Company and Shareholders as a whole.
The Employee Share Incentive Scheme will be effective for ten (10)
years starting from the adoption date. According to the Employee
Share Incentive Scheme, the Board shall entrust a qualified agent
to act as the trustee under the Employee Share Incentive Scheme,
with the H Shares of the Company it acquired through Hong Kong
Stock Connect instructed by the Board as the source of awards.
The maximum number of H Shares that the Trustee can acquire
and hold from time to time under the Employee Share Incentive
Scheme throughout the duration of the Employee Share Incentive
Scheme shall not exceed 5% of the total issued share capital of the
Company as at the Adoption Date of the Employee Share Incentive
Scheme. Since the Employee Share Incentive Scheme involves no
issuance of new shares or granting of option for any new securities
of the Company, it does not constitute a share option scheme as
defined and regulated under Chapter 17 of the Listing Rules. For
details of the Employee Share Incentive Scheme, please refer to the
announcement of the Company dated December 13, 2021 published
on the website of the Stock Exchange (www.hkexnews.hk) and the
website of the Company (www.nongfuspring.com).
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Pursuant to the rules of the Employee Share Incentive Scheme,
on March 28, 2022, the Board of the Company considered and
approved the “Administrative Measures for the First Tranche of the
Employee Share Incentive Scheme of Nongfu Spring Co., Ltd.” ({£
KILURBDERAAE—BHE ITREZE S EEIE)) and
the “Grant Proposal for the First Tranche of the Employee Share
Incentive Scheme of Nongfu Spring Co., Ltd.” (( 2k IL R KK H
RAFIE—HE TREME R THR)) (hereinafter referred
to as the “Grant Proposal”), grants were made to a total of 108
Scheme Participants according to the Grant Proposal (hereinafter
referred to as the “Grant”) on March 29, 2022 (the “Grant Date”).
According to the provisions of the Employee Share Incentive
Scheme, the grant price for the Grant is 30% of the average closing
price of the Company’s H Shares in the 120 Hong Kong trading
days immediately prior to the Grant Date, being HK$13.22 per
Awards. The Awards granted in the Grant correspond to 6,636,400
H Shares of the Company, accounting for 0.059% of the total issued
shares of the Company and 0.1318% of the issued H Shares of the
Company. The 108 Scheme Participants in the Grant include Mr.
Liu Xiyue and Mr. Rao Minghong, the Supervisors of the Company.
The number of H Shares of the Company underlying the Awards
granted to each of them is 99,000. The number of H Shares of
the Company underlying the Awards granted to 1 employee of
Yangshengtang Group is 39,600. Such employee made significant
contributions to the construction of the information system of the
Group during the participation in the connected transaction project
where Yangshengtang Group provided IT services to the Group (for
details of the connected transaction in relation to the provision of IT
services by Yangshengtang Group to the Group, please refer to the
section headed “Report of The Directors — Connected Transactions”
in this annual report). The remaining 105 Scheme Participants are all
employees of the Group, excluding the Directors, Supervisors, other
connected persons of the Company and shareholders registered
in the register of members of the Company on the day before the
listing of the Company’s H Shares (being September 7, 2020). The
Board has formulated appropriate performance appraisal standards
and employee performance appraisal standards of the Company as
vesting conditions. Subject to the vesting conditions, the Awards in
the Grant will be vested according to the following schedule:

BELLH
BERH 5% I I S (P RE) Vesting
Vesting arrangement Vesting date (Note) percentage
FE—HIRE 2022F4 A& — AR S B 40%
First Tranche Vesting Last trading day in April 2022
E S 2023F4 AR — A 5 A 30%
Second Tranche Vesting Last trading day in April 2023
FE-HIRE 2024 F4 A&1E— AR H B 30%
Third Tranche Vesting Last trading day in April 2024

M - R BEEMLEEFR S - RYEFZS
P BB AR ZRBERE A LVAEL
EHZ 5 B HASM S B

4R 2021 Annual Report

Note: trading day refers to any day that is not a day on which the securities on
Shanghai Stock Exchange, Shenzhen Stock Exchange and the Hong Kong
Stock Exchange are required or authorized by law to close trading

BXRIFRHBERLSE NONGFU SPRING CO., LTD.
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ENVIRONMENT, SOCIAL AND GOVERNANCE

Environment, Social and Governance (ESG) is an important area of
our corporate governance framework. The Group has established
a three-level governance structure for sustainable development
with defined duties since its listing. The Board is fully responsible
for sustainability-related matters, and an Office of Public Policy
& Sustainable Development has been established to assist the
Board in identifying and monitoring the ESG risks of the Company,
developing sustainability strategies, tracking the ESG performance
and disclosing sustainability-related information. As the execution
level, each functional department and subsidiary is responsible
for engaging in and implementing the work plans in all aspects of
environmental, social and governance in business operations. At the
same time, the Group has established a sound ESG management
system, which provides a guarantee for guiding and promoting the
sustainable development of the Company in terms of the policy and
system.

In 2021, the Group continued to manage and control risks related
to sustainable development, updated the ranking of key ESG topics
of importance to the Company through communication with internal
and external stakeholders, and put forward corresponding goals and
visions for material topics. We have released a series of public ESG
policies with the “Sustainable Development Policy” as the guiding
principle, and a comprehensive policy system is in place to provide
guarantees to guide and promote the sustainable development of the
Company. During the Reporting Period, we identified and ranked the
climate change risks of Nongfu Spring according to the guidelines of
the Task Force on Climate-related Financial Disclosures (TCFD), and
included the climate change risks that may have a significant impact
on our business operations into risk management system. A series of
mitigation and response measures have been adopted.

The Group practices the concept of sustainable development
during strategies formulation and daily operation management. We
standardize our own behaviors and take sound governance as the
cornerstone of corporate development. We keep making innovations,
adhering to quality and convey the concept of natural health to every
consumer through high-quality products. We are fully aware that the
development of an enterprise depends on a favourable ecosystem
environment, and therefore are committed to minimizing the impact
of the entire value chain on the environment. We deeply know
that employees are the most valuable asset of an enterprise, and
we remain people-oriented and strive to provide a better platform
for employees. We take active part in charity and public welfare
undertakings, and make contributions to the society, with an aim to
bring warmth to those in need.

3R 2021 Annual Report



EREERTE  BRILRHE T2
KILREIWETAER) (RE
SBUR ) - (CERERIER ) FBUR HIE X
B ERBMO2EBE T RHEERNR
HEFTAE  HABERZNDEX
b o BFRBEBET N E)RHRMN
BAABREENBICEE - WiRiB
ZHENARITIFERABLIAR
B AEMNBRERITTROA
B o EHRN - BIMEETALERIZ
EMEETAEAEIEENE L
H95100% °

ERBRESIT  BRURBES T
EHIRBERER  BRLURRET
BATE KNSR EEETHRE 230
31SO 140015 F% © TEHIE T T EMIK
FMEEFIEMERLE  AEBER
HEBERBRODN - DRI E A
KEE -~ IRAREFERE  REEREE
MEMATFESG T T 583 R B
BiZ e

B HREERER MR EE - B
M= TR RERIEE(ER
ERBR R1T8ETE - BIRIER
ERE R EIELS - BEHSE
RECERNE - BMETSL T E
20304 -+ 4R & BEFESR S FIAR HE
W8 FE 8 20194F T f£20% K B
T EREHENHEMEEE
R RPMEREE - KD
i BREREATZEN AN
ErEREIE BEREZBRE
PR EREE =R ST -

4R 2021 Annual Report

A

829 4 MANAGEMENT DISCUSSION AND ANALYSIS

Regarding corporate governance, Nongfu Spring has
formulated the policies and system documents such as the
“Code of Business Conduct for Employees of Nongfu Spring
(CERILREEBIMETAXERD)”, “Anti-Corruption Policy”
({RERHEEEY), and “Whistleblowing Policy” ((EEREE)),
requiring all employees and suppliers to regulate their own
behaviors, so as to create a clean and honest corporate
culture. We ensure the effective implementation of policies by
actively auditing and encouraging whistleblowing, and continue
to enhance employees’ compliance awareness through multi-
dimensional compliance trainings, laying a solid foundation for
the steady development of the Company. During the Reporting
Period, percentage of employees covered by our signed Code
of Business Conduct and training on the Code of Business
Conduct was 100%.

Regarding environmental protection, Nongfu Spring has
established a sound environmental management system, and
Nongfu Spring and all of its subsidiary water and beverage
production factories have obtained ISO 14001 certification.
On the basis of formulating sound policies and management
systems, the Group has developed strategic sustainability
goals for water consumption intensity, comprehensive
energy consumption intensity, carbon emission intensity and
sustainable packaging materials based on the analysis of
business development.

B |n terms of energy use and carbon emission
management, we pay close attention to the relevant
national policies and action plans on climate change,
and actively explore new development models of energy-
saving and low-carbon, so as to make contributions to
coping with climate change. We have set a target of
reducing comprehensive energy consumption intensity
and carbon emission intensity by 20% as compared
with 2019 by 2030. Based on a complete system and
management system, we conduct works from four
aspects: low-carbon production, low-carbon logistics,
clean energy use and green office to reduce energy
consumption and greenhouse gas emissions during the
operations.

BXWRBHHRAS NONGFU SPRING CO.,LTD. / 27
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In terms of water resources management, we practice
the concept of sustainable water resources throughout
the entire production value chain by means of water
source protection and water conservation. Our goal is
to reduce water intensity by 20% in 2030 as compared
to 2020. To this end, we strengthen water-saving
management, develop water-saving technologies,
transform water-saving equipment and reduce water use
intensity year by year. At the same time, we attach great
importance to protecting the biodiversity around the
water source and environment of the water source, so as
to minimize the impact of the operation activities on the
water source.

In terms of emissions management, we continue to invest
in research and development of more efficient waste
gas and wastewater treatment technologies to improve
emissions management. We conduct regular test on the
emission concentration of pollutants such as exhaust gas
and waste water to ensure that the discharge meets the
standard. We also actively cooperate with various parties
to conduct research on ways to reduce food waste and
loss, and seek ways to reuse the orange residue, tea
residue and rice residue generated in the production
process.

In terms of packaging material management, we continue
to seek for opportunities to reduce the amount of
packaging materials used and the recycling of packaging
materials, and have carried out a series of research on
packaging material reduction. We have speeded up
the replacement of environmentally friendly packaging
materials, with an expectation to achieve 100%
recyclable plastic packaging for water and beverages
by 2025, while eliminating packaging materials that are
unable or difficult to recycle. We actively explored the
recycling mechanism of terminal packaging materials,
and worked with the value chain to promote the recycling
of plastics, so as to contribute to the development of
circular economy.

3R 2021 Annual Report
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Regarding staff employment, Nongfu Spring adheres to the
company values of “altruism, innovation, teamwork, integrity,
dedication and passion”, to create a corporate atmosphere
of equality, diversity, fairness and inclusiveness. We attach
great importance to the development of employees, and have
established a capacity improvement platform equipped with fair
and just career development, internal promotion channels and
rich resources. In addition, we have increased investment in
occupational health and safety, and carried out safety reforms,
by putting the safety and health of every employee as our first
priority.

Regarding products, Nongfu Spring actively responds to the
national “Three Reductions & Three Kinds of Health (=& = &)
campaigns, and strives for the health of consumers. We keep
putting forth new ideas to contribute to the construction of a
healthy China through natural and healthy products. We have
established a product quality assurance system that features
all-dimensional and covers the whole process. We have
enhanced our quality management capability by improving
inspection standards, strengthening quality supervision, and
building a quality culture. During the Reporting Period, Nongfu
Spring and all of its subsidiary factories have obtained ISO
9001, ISO 22000 (or HACCP) system certification.

Regarding social welfare, Nongfu Spring insists on delivering
its own value and drives the common progress of the supply
chain, industry and society. We have raised the requirements
for social and environment efforts of suppliers by issuing the
“Supplier Health Management Measures (({EEREEEE
EPE) ), so as to promote the healthy development of the
industry. We made continuous efforts in people’s livelihood,
poverty alleviation, education and public sports to give back to
the society and practice corporate social responsibilities, with
an aim to achieve the goal of “contributing to the world”.

Twenty-five years of operations has forged today’s Nongfu Spring.
In the future, Nongfu Spring will continue to optimize sustainability
governance, actively assume corporate responsibility, and practice
sustainable development with a broader and long-term vision.

The Group plans to release its 2021 Sustainability Report in the
second quarter of 2022, please refer to the report on the website
of the Hong Kong Stock Exchange (www.hkexnews.hk) and the
website of the Company (www.nongfuspring.com) for more details.
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OUTLOOK

The third year of since the outbreak of the COVID-19 pandemic
sees the ongoing spread of Delta and Omicron viruses across the
world, and possible emergence of new variants, which have brought
more uncertainties to the duration of the pandemic. Since 2022,
some cities in the PRC have also faced the test of new outbreaks.
Under the general national policy of normalised pandemic prevention
and control, some areas are also dynamically adjusting pandemic
prevention measures and efforts in a timely manner. In addition, the
outbreak of the Russian-Ukrainian war has made the international
political and economic situation more complicated, reflected by
the significant increase in the purchase price of raw materials such
as PET, which is linked to the international oil price, and the rising
prices of packaging materials and energy. All the above has exerted
pressure of increasing costs on the manufacturer of packaged
drinking water and beverages. We will continue to adopt a prudent
approach, pay close attention to the impact of and changes in all
aspects, dynamically adjust the Company’s operations and take
proactive responses.
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The Company is committed to upholding high standards of corporate
governance which, it believes, is crucial to the development of the
Company and safeguarding the interests of the shareholders of
the Company. The Company has adopted sound governance and
disclosure practices, and will continuously improve these practices
and establish a highly ethical corporate culture.

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

The Company is committed to the best practices on corporate
governance, and had complied with all the code provisions as set
out in the Corporate Governance Code of the Company during the
year ended December 31, 2021, save for the deviations from the
code provision C.2.1 under Section Il of the Corporate Governance
Code disclosed below.

Pursuant to code provision C.2.1 under Section Il of the Corporate
Governance Code, the roles of chairman of the board and chief
executive officer should be separated and should not be performed
by the same individual. The division of responsibilities between the
chairman and chief executive officer should be clearly established
and set out in writing. Mr. Zhong Shanshan is the Chairman of the
Board and General Manager of the Company. As the founder of the
Group, Mr. Zhong Shanshan has extensive experience in the drinking
water and soft beverage industry and is responsible for the overall
management of the Company’s business strategies and operations.
He has been mainstay to the growth and business expansion of the
Group since the Company’s establishment in 1996. The Board is of
the view that vesting both roles of Chairman and General Manager
in Mr. Zhong Shanshan is beneficial to the management of the
Company.

In addition, the balance of power and authority is ensured by
the operation of the senior management and the Board, which
comprises experienced and high-caliber individuals. The Board
currently consists of five executive Directors (including Mr. Zhong
Shanshan), one non-executive Director and three independent
non-executive Directors. Therefore, we consider that the Board has
a fairly strong independence element in its composition.
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The Board shall review the structure from time to time to ensure that
the structure facilitates the execution of the business strategies of
the Group and maximizes effectiveness of its operation.

SECURITIES TRANSACTIONS BY DIRECTORS AND
SUPERVISORS

The Company works out the Regulations on Securities Transactions
by Directors, Supervisors and Related Employees by applying the
Model Code. The Company has made specific enquires with the
directors and supervisors and all of them confirmed that they had
been in compliance with the requirements for securities transactions
of directors and supervisors set out in the Model Code during the
Reporting Period.

COMPOSITION OF THE BOARD

As of December 31, 2021 and up to the Latest Practicable Date, the
Board currently consists of nine Directors, including five executive
Directors (namely, Mr. Zhong Shanshan (Chairman), Mr. Guo
Zhen, Mr. Zhou Li, Ms. Zhou Zhenhua and Mr. Liao Yuan), one
non-executive Director (namely, Mr. Zhong Shu Zi) and three
independent non-executive Directors (namely, Mr. Stanley Yi Chang,
Mr. Yang, Lei Bob and Mr. Lu Yuan). As far as the Company is
aware, except for the non-executive Director Mr. Zhong Shu Zi,
who is the son of Mr. Zhong Shanshan, the Chairman and General
Manager, there is neither financial, business, family or material/
related relationship between other members of the Board and the
General Manager, nor significant relationships between Directors,
Supervisors and senior management that need to be disclosed.

The biographical details of the Directors are set out in the section

headed “Biographies of Directors, Supervisors and Senior
Management” in this annual report.
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MAJOR RESPONSIBILITIES OF THE BOARD

The Board is responsible for and has the general power over the
management and operation of our business, including determining
our business strategies and investment plans, implementing
resolutions passed at our Shareholders’ general meetings, and
exercising other powers, functions and duties as conferred by the
Articles of Association. The Board also assumes the responsibilities
for developing and reviewing the policies and practices of the
Company on corporate governance, risk management and internal
control and compliance with legal and regulatory requirements.

The Board shall represent the long-term interest of the Company
and the interest of shareholders and related parties when making
scientific and strategic decisions, be effectively supervised and
evaluated when controlling corporate resources and conducting
operation management and maintain effective stimulation and
supervision over the senior management when duly delegating its
power to the senior management. The Board is the core of the
Company’s corporate governance framework and its role is clearly
separated from that of senior management. The Company clearly
defines the responsibilities of the general meeting, the Board,
the Supervisor Committee, and senior management. The general
meeting is the highest authority of the Company, and the Board
is responsible to the general meeting. The Board has established
three specialized committees that operate under the leadership of
the Board and offer advices on the Board’s decision-making. The
Supervisor Committee supervises the performance of duties by the
Board and senior management as well as the financial activities,
risk management, and internal control of the Company. Under the
leadership of the Board, senior management is responsible for
implementing the resolutions of the Board and for daily business and
management of the Company, and reports to the Board and the
Supervisor Committee.
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The Company has a general manager (the “General Manager”). The
roles of the Chairman of the Board and General Manager of the
Company are performed by Mr. Zhong Shanshan. The Chairman of
the Board is responsible for ensuring that the Directors perform their
duties properly and ensuring discussions on material matters take
place on a timely basis. The power and authority to carry out daily
operations and implementation of the strategies and directions set by
the Board are delegated to the management team of the Company
(the “Management”). The Management assumes accountability to
the Board for the operation of the Group.

The Board has established an audit committee, a remuneration
committee and a nomination committee. Please see below for the
composition and responsibilities of each committee. Each committee
shall provide its recommendations to the Board based on its
respective terms of reference. The decisions of the Board on such
recommendations shall be final, unless otherwise clearly stated in the
terms of reference of these committees.

During the Reporting Period, the Board made a lot of efforts in
improving the corporate governance system of the Company and
enhancing the corporate governance standards, including developing
and amending relevant internal management rules in accordance with
the requirements of relevant laws, regulations and regulatory rules as
amended from time to time, as well as the practice of the Company;
establishing and improving the internal systems and processes of the
Company to implement and ensure the effective implementation of
the Corporate Governance Code; arranging continuous professional
trainings for the Directors, Supervisors and the senior management
of the Company; regularly reviewing the Company’s compliance
with the domestic and overseas regulatory requirements and its
implementation of various internal corporate governance rules
and policies, and reviewing the Company’s compliance with the
Corporate Governance Code and the disclosures in the Corporate
Governance Report.
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CHANGES OF DIRECTORS, SUPERVISORS AND
SENIOR MANAGEMENT

On April 16, 2021, Ms. Qiu Hongying tendered her resignation
to the Supervisory Committee and will resign as the shareholder
representative Supervisor of the Company and the chairman of the
Supervisory Committee as she has attained the age of retirement. Ms.
Qiu Hongying’s resignation will take effect after the next Supervisor
fills in the vacancy arising from her resignation. During the period
before her resignation takes effect, Ms. Qiu Hongying continues to
perform her duties in accordance with relevant laws, administrative
regulations and the Articles of Association. The Supervisory
Committee resolved on April 16, 2021 to propose the appointment
of Mr. Zhong Jigang as the shareholder representative Supervisor
of the Company. On June 25, 2021, subject to the approval on the
2020 Annual General Meeting of the Company, Mr. Zhong Jigang
was appointed as the shareholder representative Supervisor of the
Company, and Ms. Qiu Hongying ceased to be the Supervisor and
the Chairman of the Supervisory Committee of the Company. At the
fifth meeting of the seventh session of the Supervisory Committee
of the Company held immediately after the 2020 Annual General
Meeting, the Supervisory Committee agreed to elect Mr. Zhong
Jigang as the Chairman of the seventh session of the Supervisory
Committee of the Company, with a term from June 25, 2021 to the
expiry of the term of office of the seventh session of the Supervisory
Committee. For details, please refer to the announcements of the
Company dated April 16, 2021 and June 25, 2021.

Saved as the above, there is no changes in Directors, Supervisors
and senior management of the Company during the Reporting
Period.

RXIWRBHHRAS NONGFUSPRING CO.,LTD. / 35



¥ EB | E CORPORATE GOVERNANCE REPORT

EESEERRRAE BOARD MEETINGS AND GENERAL MEETINGS
R EEIE - AR T%%ﬁ?&ﬁz%%@@ During the Reporting Period, the Company held 5 Board meetings
ELRPN &N and 1 general meeting.

RMEHR - SESNEES@BMKREA  The attendance record of each Director at the Board meetings and

R EREINT ¢ general meetings is as follows:
HERYBIEERH
Attendance/No. of
Meetings held
EESEE BRAE
Board General
== Directors meetings meetings
HITES Executive Directors
EMI A Mr. Zhong Shanshan 5/5 1/1
BIRFTHE Mr. Guo Zhen 5/5 1/1
BhEE Mr. Zhou Li 5/5 1/1
BAEELL Ms. Zhou Zhenhua 5/5 11
BR%EE Mr. Liao Yuan 5/5 11
FHITES Non-executive Director
Zhong Shu Zist 4 Mr. Zhong Shu Zi 5/5 1/1
BAHITES Independent Non-executive Directors
Stanley Yi Changt 4 Mr. Stanley Yi Chang 5/5 1/1
BEEE Mr. Yang, Lei Bob 5/5 1/1
BRI E Mr. Lu Yuan 5/5 1/1

REFZ2RHE AR EEENLE At Board mestings, the senior management of the Company reported
A& EESRBEATNESTHMNERD ﬁ the information regarding business activities and development of the
B e IITEENKFHEIEHITEEIR Company to all Directors on a timely basis. The executive Directors
%%HX?&%%WAﬂ%ﬁ%%&@ﬁﬁ%ﬁ%ﬁa’g% also often communicate with the non-executive directors for their
B o MIMEZEEAES B TIAEEN{T[A  opinions on the Company’s business development and operations.
EERGFANZEEE  BISZESVNEREY I any Director has conflict of interests in any proposed resolution to
ZIEEENIRE - be considered at the Board meeting, such Director shall abstain from
voting on such resolution.
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TRAINING FOR DIRECTORS

The Company is responsible for arranging and funding suitable
training for the Directors. The office of the Board has provided
all Directors with relevant guideline materials regarding the roles,
duties and responsibilities of being a Director, the relevant laws and
regulations applicable to them, duty of disclosure of interests and
business of the Group. They have also made timely updates on the
latest development regarding the Listing Rules and other applicable
regulatory requirements to ensure compliance and enhance all
Directors’ awareness of good corporate governance practices.
The Board ensures the Directors, upon reasonable request, to
seek independent professional advice in appropriate circumstance,
at the Company’s expenses. The Directors confirmed that they
have complied with Code Provision C.1.4 under Section Il of the
Corporate Governance Code on directors’ training. During the
Reporting Period, all of the Directors have participated in continuous
professional development by attending seminars, participating in
training courses, conducting business research or reading materials
on corporate governance and related topics to develop and refresh
their knowledge and skills and provided relevant records of training
to the Company.

Fr2 B (L)

Training

participated in
EEHNE Name of Directors (Note)
HITES Executive Directors
EMI A Mr. Zhong Shanshan a.b.c
SRS Mr. Guo Zhen ab.c
bkt Mr. Zhou Li a.b.c
AEFELZL Ms. Zhou Zhenhua ab.c
BREE Mr. Liao Yuan ab.c
FHITES Non-executive Director
Zhong Shu Zist 4 Mr. Zhong Shu Zi ab.c
BYFHITES Independent Non-executive Directors
Stanley Yi Changst 4 Mr. Stanley Yi Chang a.b.c
BT E Mr. Yang, Lei Bob ab.c
BRI E Mr. Lu Yuan a.b.c
FIE Note:
a:  EEEBAE a: Law firm training
b:  REMEIIREER, S eE Rk i b: Internal training and/or seminars and/or conferences and/or forums
c: HESBEEFEMAR SIEEAREME o Reading or watching documents or information regarding Directors’

FRENERHELE
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responsibilities and/or corporate governance and other related topics
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AUDIT COMMITTEE

As of December 31, 2021 and up to the Latest Practicable Date,
the Audit Committee of the Company consists of three Directors,
including two independent non-executive Directors, namely Mr.
Stanley Yi Chang, Mr. Yang, Lei Bob and one non-executive Director,
namely Mr. Zhong Shu Zi with Mr. Stanley Yi Chang currently serving
as the chairman. The primary responsibilities of the Audit Committee
are to inspect, review and supervise the Company’s financial
information and reporting procedure for financial information. These
responsibilities include, among others:

o advising the Board on the appointment, renewal or
replacement, dismissal of the external audit agency;

o reviewing and supervising the independence and objectivity of
the external auditor agency and the effectiveness of the audit
procedures in accordance with applicable standards;

° formulating and implementing policies of non-audit services
provided by the external audit agency (if any);

° serving as the main representative between the Company and
the external audit agency to monitor their relationship;

o reviewing and monitoring the completeness of the Company’s
financial statements, annual reports and accounts, interim
reports and quarterly reports (if they are prepared for
publication), and reviewing significant financial reporting
opinions contained in the financial statements and financial
reports;

° reviewing the Company’s financial control system, and risk
management and internal control systems;

° having discussions on the risk management and internal control
systems with management to ensure that the management has
performed their duty to establish effective systems;
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reviewing and reflecting major investigations findings on risk
management and internal control matters on its initiative or as
delegated by the Board and management’s response to these
findings;

ensuring coordination between the internal audit department
and the external audit agency;

reviewing the Company’s policies and practices on financing
and accounting;

reviewing the Explanatory Letter on Audit submitted by the
external audit agency to the management, any material
questions raised by the external audit agency to the
management in relation to accounting records, financial
accounts or internal control system and the management’s
responses on these material questions;

ensuring proper channels have been established by the
Company for the employees to report or raise concerns on
potential improprieties in financial reporting, internal controls or
other matters in a confidential manner, and reviewing relevant
arrangements from time to time to ensure fair and independent
investigations and appropriate follow-up actions have been
taken by the Company to address these matters;

reporting to the Board on relevant matters within the scope of
the Audit Committee’s duties;

reflecting the Company’s extent of compliance with the
Corporate Governance Code and disclosures in the Corporate
Governance Report; and

other duties and powers authorized by the Board of the
Company.
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During the Reporting Period, two meetings were held by the Audit
Committee. The attendance record of the committee members at
the meeting during the Reporting Period is as follows:

HERE

BITEBRH

Attendance/No. of

== Directors Meetings held
Stanley Yi Changst & (£ /&) Mr. Stanley Yi Chang (chairman) 2/2
BT E Mr. Yang, Lei Bob 2/2
Zhong Shu Zi%t 4 Mr. Zhong Shu Zi 2/2

RBEHHE B EeEEBESR LD
EME £2021F6 A30H /58 A By HiER
& THEREEMERNEFIRA - ER K&
MEMBEHRAEE -

HEREUTAY  FAZEgEEHAE
BHZEZ2021F12A31HILFEENE FELE
NE - TRAEADNGREETIHEERNEH
EMBE - WML FEDOIEE - Bir£8
SEHSEERNNEGEETER  8EAN
SE2021FHIT - EEREGHREERE
REIRINAE - WEHBEP KR EBES IR HI A
BOSA R SiRE R Em R o

B Z B e ERN 2021 EAZHEMFIEAD
BR - YMEFSEREEXESTTAES
FrEsREREE) BARI2022F EhEH
NERTEN ~ MBI KE 5= FT(Emst
& Young) & B12022F £ &) HF BRIR IMZEL
Bl MEREIRER AR BENERITHFERR RS
R - ARIEE -
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During the Reporting Period, the Audit Committee had reviewed the
Company’s interim report for the six months ended June 30, 2021,
and confirmed that the applicable accounting principles, standards
and requirements have been complied with, and that adequate
disclosures have been made.

As of the Latest Practicable Date, the Audit Committee has reviewed
the annual result announcement of the Group for the year ended
December 31, 2021 and believes that the Company has complied
with all applicable accounting standards and regulations and made
sufficient disclosures. The Audit Committee has reviewed all material
internal control rules, including the financial and operational and
compliance controls, as well as risk management of the Group in
2021. The Audit Committee was satisfied with the effectiveness and
sufficiency of the internal control mechanism in its operations.

The Audit Committee has reviewed the remuneration of the auditors
for 2021 and recommended the Board to re-appoint Pan-China
Certified Public Accountants LLP as the domestic auditors of the
Company for 2022 in the PRC and Ernst & Young as the overseas
auditors of the Company for 2022, subject to the approval of
shareholders at the forthcoming annual general meeting.
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NOMINATION COMMITTEE

As of December 31, 2021 and up to the Latest Practicable Date, the
Nomination Committee of the Company comprised three Directors,
including one executive Director, namely Mr. Zhong Shanshan; two
independent non-executive Directors, namely Mr. Lu Yuan and Mr.
Stanley Yi Chang, with Mr. Zhong Shanshan currently serving as the
chairman. The primary responsibilities of the Nomination Committee
are to formulate the nomination procedures and standards for
candidates for Directors. These responsibilities include, among
others:

o reviewing the structure, size and composition (including skills,
knowledge and experience) of the Board at least once a year
and making recommendations on any proposed changes to
the Board in line with the Company’s corporate strategies;

° conducting researches and making recommendations on the
criteria, procedures and methods for selection of directors and
senior management members;

° identifying qualified candidates for directors and senior
management members;

o evaluating candidates for directors and senior management
members and making suggestions on the evaluation and
recommendations on appointment to the Board;

o assessing the independence of independent non-executive
directors;

° making recommendations to the Board on matters related to
the appointment and reappointment as well as succession
planning of directors and senior management members, in
particular, chairman of the Board and the general manager;

o reporting to the Board on its decisions or recommendations,

unless otherwise restricted by laws or regulations; and

° other duties and powers granted by the Board.
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The nomination procedures of the Directors are as follows: the
Nomination Committee shall firstly propose and consider a list of
candidates for Directors, which shall then be submitted by the
Committee to the Board for review; the Board shall then submit the
relevant proposal to the general meeting for shareholders’ approval.

The examination procedures of the candidates for Directors are: (1)
conducting researches based on the demand of the Company for
new directors and senior management members and formulating
written materials; (2) identifying candidates for directors and senior
management members within the Company and its wholly-owned
and holding (joint-stock) enterprises as well as in the talent market;
(3) collecting information about the candidates, such as occupation,
educational background, professional titles, detailed work experience
and all part-time experience, and forming written materials; (4)
seeking consent from each candidate before nominating him/her
as a candidate for director or senior management members; (5)
convening the Nomination Committee meeting and conducting
qualification review on the primary candidates based on requirements
for directors and senior management members; (6) providing
suggestions and related materials of the candidates for directors
and senior management members to the Board prior to the election
of new directors and appointment of new senior management
members; (7) carrying out additional follow-up works in accordance
with decisions and feedbacks of the Board.
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In order to ensure a diversity on the Board members and
improve the Company’s corporate governance, the Board has
approved the Board diversity policy formulated by the Nomination
Committee, which summarized as: other than complying with
relevant requirements under the relevant laws, regulations and
rules (including but not limited to the Company Law, the Listing
Rules and the Articles of Association), the Company should also
consider various diversity factors, including but not limited to
gender, age, culture and education background, professional
experience, skills, knowledge and/or length of service, etc. when
designing the Board’s composition. The Nomination Committee
shall make final recommendation on the appointment to the Board
based on the merits of the candidates and contribution they may
bring to the Board. Meanwhile, the Company’s diversity policy also
includes monitoring, reporting and reviewing system to ensure the
effectiveness and successful implementation of the policy. The
Nomination Committee believes that, with the strict implementation
of the Board diversity policy, the composition of the Board has
satisfied the diversity policy in terms of gender, age, cultural and
educational background, professional experience, skills, knowledge
and/or length of service. The Nomination Committee will review
the policy on an annual basis to ensure its effectiveness and make
recommendations to the Board on any amendments to the policy
when necessary.

During the Reporting Period, one meeting was held by the
Nomination Committee. The attendance record of the committee
members at the meeting during the Reporting Period is as follows:

HERE,
BITGERY
Attendance/No. of

=S Directors Meetings held
B SEE(FE) Mr. Zhong Shanshan (chairman) 11
FIREAE Mr. Lu Yuan 11
Stanley Yi Chang %t 4 Mr. Stanley Yi Chang 1/1

REHRE - RELZEeCEREgR LT
EELIFATESTNBIUE A EFEW
g~ ABC AREKEBEZ T - F2H
[BEFEEWME - BIUIFRTEF 2B LR
FITHARERE
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During the Reporting Period, the Nomination Committee has
assessed the independence of independent non-executive
Directors at relevant meetings and reviewed the structure, number,
composition and diversity of the Board. Please refer to the relevant
disclosures under “Report of The Directors-Confirmation of
Independence by Independent Non-Executive Directors”.

RXIWRBHHRAS NONGFU SPRING CO.,LTD.  / 43



FMEES
HE2021F12 A31 A RZEAJITAHE &
REMFHEESH =-REEAK - BFE—
BITE S EM A AR BB FEHTT
BEEERLE  BaAkE BRARRLEE
FER - ARRFNEESHNZERE AT
ERBNEZERAATSREEA SR HH
BERREE - APEE

e HEFELNSHREEAENZEFIX
RRBEARIELIER - B R H Y
BERHEIRFREESREES

e BAEREAREZEENSAEEAEN
FHr BT RYAEE SR LES

o EERMAERATEEREREEA
ERERKIRIEBBHTEMAES
NHEEE AREERTATEMHF
BXERBFHEEMILNEER
B URERZEREQATEE  T;
B

. BREFABREDABERNE
R RGEEIRT - FO R S
% RREFRIE

¥ EB | E CORPORATE GOVERNANCE REPORT

REMUNERATION COMMITTEE

As of December 31, 2021 and up to the Latest Practicable Date,
the Remuneration Committee consists of three Directors, including
one executive Director, namely Mr. Zhong Shanshan and two
independent non-executive Directors, namely Mr. Lu Yuan and Mr.
Yang, Lei Bob, with Mr. Lu Yuan currently serving as the chairman.
The primary responsibilities of the Remuneration Committee of the
Company are to formulate and review the remuneration policies and
schemes for the Directors and senior management of the Company.
These responsibilities include, among others:

o advising the Board on the overall remuneration policy and
framework for directors and senior management members,
and the establishment of a standardized and transparent
remuneration policy formulation procedures;

° formulating and advising the Board on the remuneration
packages for directors and senior management members of
the Company;

o reviewing and approving the compensation payable for
the loss or termination of the office or appointment of the
executive directors and senior management members, and
the compensation arrangements with regard to the dismissal
or removal of directors due to their misconduct, to ensure the
compensation shall be fair, reasonable and not excessive;

° examining assessment criteria, performance evaluation
procedures, remuneration and rewards and punishment
policies for directors and senior management members and
submitting these policies and procedures for the Board’s
approval;
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making recommendations to the Board on the remuneration
packages of individual executive directors and senior
management members, including benefits in kind, pension
rights and compensation payments (such as any compensation
payable for loss or termination of their office or appointment);

making recommendations to the Board on the remuneration of
non-executive directors;

examining the performance of duties by directors and
senior management members and conducting performance
appraisals and evaluations;

ensuring that no director or any of his/her associates (as
required by the Hong Kong Listing Rules) is involved in

deciding his/her remuneration;

studying and advising on the Company’s equity incentive plan
at the request of the chairman;

reporting to the Board on its decisions or recommendations,
unless otherwise restricted by laws or regulations; and

other matters authorized by the Board.

RBEME - HFHEZESRTBIREH
NTRELZERBEHRHEESRBN

During the Reporting Period, one meeting was held by the
Remuneration Committee. The attendance record of the committee
members at the meeting during the Reporting Period was as follows:

HERE,

BITEBRRH

Attendance/No. of

5= Directors Meetings held
EREE(EE) Mr. Lu Yuan (chairman) 1/
FEdi s Mr. Zhong Shanshan 1/1
lEatas Mr. Yang, Lei Bob 11

RBEHE  FHZEeC ez

AR R MR - URBFERER
ENFHMGFEMARREmEEEE -
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During the Reporting Period, the Remuneration Committee approved
the Employee Share Incentive Scheme of the Company, reviewed
the remuneration policy and structure of the Company at relevant
meetings, as well as the remuneration packages of Directors and
senior management and other related matters of the Company.
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FHITESHER TERM OF OFFICE OF NON-EXECUTIVE DIRECTORS
mE Bz Bt B3 [& 5% B 33

Name Position Starting date Expiry date

Zhong Shu Zi%e & FEITES 201756 A21H 20233 A5H

Mr. Zhong Shu Zi Non-executive Director June 21, 2017 March 5, 2023

BREE & REMUNERATION OF AUDITORS

RRABIRABFAEEBEREEETEBLME  The Company’s domestic audit agency, Pan-China Certified Public
HREBER) KIRINEFTHIELKEFTAIZE  Accountants LLP and overseas audit agency, Ernst & Young have
TEFT RSB B INEZEAD - REB I served as the independent external auditors of the Group. The
NMENTRIEGAMEBAMFRE®SE®)  remuneration paid and payable by the Group to Pan-China Certified
REZK AV EHTABHRSHMMRMHAR  Public Accountants LLP and Ernst & Young in respect of the services

HHBen T provided during the Reporting Period is as follows:
FriRfit =z BR#% e REMER
Fees paid and
Services provided payable
2021 FEATEZE RS AREB78.98 7T
Statutory audit service provided for 2021 RMB6,789,000
FERZEAR S (P 5E) AR 468 T
Non-audit service (note) RMB460,000
W3t IR ERS E BB IEESGHREFHARBE - Note: Non-audit services mainly include the consultancy services for ESG
reporting.
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DIRECTORS’ RESPONSIBILITIES FOR FINANCIAL
REPORTING IN RESPECT OF FINANCIAL STATEMENTS

The Directors are responsible for supervising the preparation of
annual accounts in order to give a true and fair view of the financial
position, operating results and cash flow of the Company during the
year. For the purpose of the preparation of the financial statements
for the Reporting Period, the Directors have selected appropriate
accounting policies, adopted applicable accounting principles, made
judgments and assessments that are prudent and reasonable and
ensured the financial statements were prepared on a going concern
basis. The Directors have confirmed that the Group’s financial
statements were prepared in accordance with the requirements of
laws and applicable accounting principles.

The Directors have reviewed the effectiveness of the internal control
system of the Group. The review covered all the material aspects
of its internal controls, including the supervision of the financial and
operational and compliance affairs, as well as risk management.

The Directors are not aware of any material uncertainties relating
to events or conditions that may cast doubt upon the ability of the
Company to operate as a going concern. The statement of auditors
about their reporting responsibilities on the financial statements is
set out in the section headed “Independent Auditor’s Report” of this
Report.
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SHAREHOLDERS’ RIGHTS

The Company shall convene an extraordinary general meeting at
the request of shareholders who individually or collectively hold
more than 10% of the Company’s shares. However, prior to the
announcement of the resolutions approved at the general meeting,
the number of the Company’s shares individually or jointly held by the
above shareholders shall not be lower than 10% of the total number
of the Company’s shares with voting rights; should the shareholding
is less than 10%, resolutions passed at the extraordinary general
meeting would become invalid.

When the Company convenes a shareholders’ general meeting, the
shareholders who individually or jointly, hold more than 3% of the
total number of voting shares of the Company, have the right to put
forward a new proposal in written form to the Company and submit
it to the convener not less than 10 days before the shareholders’
general meeting is held. The convener of the shareholders’ general
meeting shall, within 2 days after receiving the proposal, issue a
supplementary notice of the shareholders’ general meeting to inform
other shareholders and include the matters which are within the
scope of responsibilities of the shareholders’ general meeting in the
agenda of the meeting and submitted to the shareholders’ general
meeting for deliberation.

The shareholders may put enquiries to the investor relations
working team of the Company or the Office of the Board via email
(ir@mail.nfsq.com.cn) or telephone (86-571-26699096) as stated in
this annual report.

AMENDMENTS TO THE ARTICLES OF ASSOCIATION

In accordance with the Company Law and the regulatory
requirements of The Hong Kong Securities Clearing Company,
the Board resolved on March 25, 2021 to propose amendments
to the existing Articles of Association of the Company in terms of
Shareholders’ capital contribution information upon the Company’s
establishment, Shareholder proxies and procedures of general
meetings (if applicable). On June 25, 2021, the Company’s 2020
Shareholders’ General Meetings considered and approved such
amendment to the Articles of Association.

On July 5, 2021, the Company completed the registration and
filing procedures for the amendments to the Company’s Articles of
Association with the Administration for Industry and Commerce of
Zhejiang Province.

3R 2021 Annual Report
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Details of the amendments to the Articles of Association are as
follows:

Article 18, which originally reads as:

“Upon approval by the company licensing authority authorized by the
State Council, the total number of ordinary shares that the Company
issued on the date of the establishment is 147,000,000 shares, at
the time of the change of organization form of the Company from
limited liability company into joint stock company, the par value of
shares was RMB1 each. Details of names and shareholdings of the
Promoter and the percentages are as follows:

=27 BRE (BR) g
Shareholding

No. BAZRE Name of Promoter (’0,000 shares) Percentage

1 BEEAERRQ Yangshengtang Co., Ltd. 9,030 61.43%

2 BEEZRA E“allﬁﬁ'nﬂﬂlﬁﬂﬁ’& 7] Hainan Baoyi Agricultural Products 3,412.5 23.21%
Processing Co., Ltd.

3 EmEHEAIREEEARAT  Hanan Yangpu Bochuang Investment 1,470 10%
Management Co., Ltd.

4  EEHESHEMRBAERAR  Shanghai New Century High 735 5%
Technology Services Ltd.

5 BEAPESERARF Hainan Damen Advertising Co., Ltd. 52.5 0.36%

#Et Total 14,700 100%

J ”

BETIT : is amended as follows:

[ 45 B i%ﬁ?ﬁ_i B LR REHEPIALE - RF) “Upon approval by the company licensing authority authorized by the

P 37 B 3% 77 /Y 5B A 48 1% 147,000,000 State Council, the total number of ordinary shares that the Company

% HEAFRABUNFEERE  HERMEA
2001F4 A28H & R AR REZRMEEE
BERIT  SRBARERTE - FREE
AT

issued on the date of the establishment is 147,000,000 shares,
the capital contribution is in the form of net assets and the capital
contribution is made on April 28, 2001. At the time of the change of
organization form of the Company from limited liability company into
joint stock company, the par value of shares was RMB1 each. Details
of names and shareholdings of the Promoter and the percentages
are as follows:

P BRE (BR) 4]
Shareholding

No. AR Name of Promoter (’0,000 shares) Percentage

1 BEEHERAT Yangshengtang Co., Ltd. 9,030 61.43%
Hainan Baoyi Agricultural Products

2  HEERERESMNIARA Processing Co., Ltd. 3,412.5 23.21%
Hainan Yangpu Bochuang Investment

3  BEARERIKREEEARALR  Management Co., Ltd. 1,470 10%
Shanghai New Century High

4 EEFESMEMARBARRAE  Technology Services Ltd. 735 5%

5 BEAMESERAR Hainan Damen Advertising Co., Ltd. 52.5 0.36%

#Et Total 14,700 100%
J ”
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BATHKE BREHEXRS:

Article 65, which originally reads as:

BETmT -
is amended as follows:

[EAARLERREFLEEIRNBR  BEEE
ZE-AHEBRA AU R EREBRRAIE
A RBHREMRR

ZPCRAIE ANKIRZ IRV EFE - AJATTEE o4
(=) ZERERRAG LNEEHE
() BTHERMALXREBFURETARR

(Z) UMBEFRERZFTATERRE - BEZEMBRR
RIEABE— AR - ZERRAIEAREURES
HITERRE © |

“Any shareholder entitled to attend and vote at a general
meeting shall be entitled to appoint one or more persons
(whether or not a shareholder) as his/her proxy to attend
and vote on his/her behalf.

A proxy so appointed shall be entitled to exercise the
following rights in accordance with the authorization from
that shareholder:

() the shareholder’ s right to speak at the general
meeting;

(I theright to demand, whether on his own or
together with others, a poll;

(I to exercise the right to vote by a show of hands
or by poll; however, if more than one proxy is
appointed by a shareholder, such proxies shall only

|”

exercise the right to vote on a poll.

(AL ERRSBFLERERRNOBE - AEE®E
ZE—AHLEBAZATT AT R)ERE KRR
A RBHEMRR -

AR AMRIRZBER VR - ATATTE T DR -
(—) ZBERERRAS EMESHE

(Z) BITREEMALKREZFURETARR :

(Z) UBFHERZFATERRE - EEZEHBRR

RIBARB— AB - ZERERBARBNERS
R{TEFAME -

AR SR 5 T 5 0 75 R 5 3.0 T 4 6

GERTA) BRI LU I 2 2 A B — 5L
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“Any shareholder entitled to attend and vote at a general
meeting shall be entitled to appoint one or more persons
(whether or not a shareholder) as his/her proxy to attend
and vote on his/her behalf.

A proxy so appointed shall be entitled to exercise the
following rights in accordance with the authorization from
that shareholder:

()  the shareholder’ s right to speak at the general
meeting;

(I the right to demand, whether on his own or
together with others, a poll;

(I to exercise the right to vote by a show of hands
or by poll; however, if more than one proxy is
appointed by a shareholder, such proxies shall only
exercise the right to vote on a poll.

Where the shareholder is a recognised clearing house as
defined by relevant regulations enacted by Hong Kong
from time to time (or its nominee(s)), it may authorise
such person or persons as it thinks fit to act as its
representative(s) at any shareholders’ meeting or any
meeting of any class of shareholders provided that, if
more than one person is so authorised, the authorisation
form must specify the number and class of shares in
respect of which each such person is so authorised.
The person so authorised will be entitled to exercise the
same power on behalf of the recognised clearing house
as the clearing house or its nominee(s) could exercise
if it were an individual shareholder of the Company,
without presenting the shareholding certificate, notarized
authorization and/or further evidence to prove that it is
officially authorized.”
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BENTHR RGERB:
Article 80, which originally reads as:

EETIMT -
is amended as follows:

[ERACHEFSCEVHEERETSATE  EF

BEETTHBER T BTN  EFgr M EE—%
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TREE - HEEHNRRAAER-AEEEE R
REMEl  BRREXERIE  EEALFESRNRE
BEREZRREBRDOBR(BERRREA)ZEEEHT
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“The general meeting shall be convened by the Board,
the chairman of which shall also act as the chairman of
the meeting. If the chairman of the Board fails or is unable
to perform his or her duties, the Board may appoint a
director of the Company to convene the meeting and
act as the chairman of the meeting. In the event that no
chairman is appointed, the attending shareholders shall
elect one person to act as the chairman of the meeting;
if for any reason, the shareholders fail to elect a chairman
of the general meeting, the shareholder (including his/
her proxy) holding the largest number of voting shares
among the attending shareholders shall be the chairman
of the general meeting.”

F%%XAE§$AE%EEE$EFfQ%I%¢§$

Eﬁ%ﬁi?@ﬁﬁ%% EEEMOERE—%

%m#%ut%% Hﬁﬁ % FRE

EERAER -

“The general meeting shall be convened by the Board,
the chairman of which shall also act as the chairman of
the meeting. If the chairman of the Board fails or is unable

to perform his or her duties, the-Boarc-rmay-appoint-a

eHh%geﬂeralﬂﬁeeﬁﬁgra director Jomtly elected by more

than half of the directors shall convene the meeting on
their behalf and act as the chairman of the meeting.”

EREERNER
PONFAKENREEBRIFEES=S
FEEERENRENT NTAMRRM -
AEEERBMT ZHREE HTERR
g REBGRKREHFIZDE  MEEEAR
AR RIRE AT 2 MHER - S1RAR
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BRI é@%&h% SEHTAEREERE
FraBMER

EFFECTIVE COMMUNICATIONS WITH INVESTORS

The Group had made effective improvements in investor relations
in 2021 under the leadership and support of the Board and
management. The Group has participated in a number of investor/
analyst communication meetings, investment forums and investor
events, etc.,
shareholders and investors. In the future, the Company will maintain
on-going and effective communications with shareholders of the
Company and investors through road shows after the issuance of

to promote the Company’s communications with

interim results, annual results as well as through general meetings.
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PERFORMANCE OF NON-COMPETITION
UNDERTAKING

The independent non-executive Directors have reviewed the
compliance by Mr. Zhong Shanshan and Yangshengtang of the
Non-competition Undertaking and confirmed that Mr. Zhong
Shanshan and Yangshengtang have complied with the terms of such
undertaking during the year ended December 31, 2021. Mr. Zhong
Shanshan and Yangshengtang also confirmed to the Company
that they have complied with the terms of the Non-Competition
Undertaking.

The independent non-executive Directors were not aware of any
breach of the terms of the Non-Competition Undertaking by Mr.
Zhong Shanshan and Yangshengtang and therefore, no remedy
action was taken by the Company during the year ended December
31, 2021.

In accordance with the Non-Competition Undertaking entered
into between the Company and Mr. Zhong Shanshan and
Yangshengtang, if any of Mr. Zhong Shanshan and Yangshengtang
or their subsidiaries (excluding their listed subsidiaries and the
Group) are recommended or provided with business opportunities
which directly or indirectly compete with the Restricted Business in
the PRC during the term of the Non-competition Undertaking, the
New Business Opportunities should be recommended or introduced
to the Group. For details, please refer to the “Non-Competition
Undertaking” and “New Business Opportunities” mentioned in the
section headed “Relationship with the Controlling Shareholders” in
the Prospectus.

During the Reporting Period, the Directors of the Company (including
the independent non-executive Directors) did not make any decisions
in relation to the exercise or termination of the option or the right of
first refusal or take up or waive any Business Opportunities.
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RISK MANAGEMENT AND INTERNAL CONTROL

The Board has established a risk management and internal control
system in accordance with the requirements of paragraph D.2 under
Section Il of the Corporate Governance Code, which is responsible
for independently reviewing the adequacy and effectiveness of the
risk management and internal control system of the Company,
and continuously monitoring and reviewing the effectiveness of its
operation once a year. The system aims to manage rather than
eliminate the risk of failure to achieve business objectives, promote
effective and efficient operations, reasonably ensure the reliability of
financial reports and comply with applicable laws and regulations
and protect the assets of the Group. The Board can only give
reasonable but not absolute assurance that there will be no material
misrepresentation or loss.

Characteristics of the Risk Management and Internal Control
Organization System

In accordance with the requirements of code provision D.2.2
under Section Il of the Corporate Governance Code, the Group
has established a sound risk management and internal control
organization system which includes the Board, the Audit Committee,
the Supervisory Committee, the management of the Group, the
office of the Board, the audit and inspection center, the legal
department and other departments to ensure that the Group has
sufficient resources, qualified and experienced staffs, training
courses and related budget for risk management and internal audit.
The various departments of the Group are the first line of defense
for risk management and internal control; the office of the Board
and the management of the Group are the second line of defense;
while the audit and inspection center, the legal department, the
Audit Committee and the Supervisory Committee are the third
line of defense. The Board bears the ultimate responsibility for the
establishment and improvement of the Group’s risk management
and internal control system as well as the effective implementation
of the risk management work, and serves as the highest decision
maker for the Group’s risk management and internal control.
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Implementation of Risk Management and Internal Control

The Group reviews the effectiveness of the risk management and
internal control systems every year and assesses all important
monitoring aspects including supervision on financial, operation and
compliance affairs, etc. based on the elements of internal control
such as the internal environment, risk assessment, control activities,
information and communication as well as internal supervision.

After risk assessment, the Company’s major risks in 2021 mainly
involve business risks, financial risks, compliance risks, inside
information and internal control risks. According to our actual
situation, we have formulated practical and feasible response plans
to effectively manage risks:

Business risks: The business risks the Group mainly faces in
respect of its operations in the PRC include macro-environmental
risks such as the epidemic, competition risks, supply chain risks,
investment in merger and acquisition risks and sustainability risks.
The Board regularly reviews the development strategies, business
plans, financial results, and key performance indicators of the Group,
identifies potential risks and adjusts strategies and policies in a
timely manner, to ensure that the business risks are controlled and
managed.

Financial risks: The Group has adopted financial risk management
policies to control the Group’s financial risk exposure, such as
taxation risks, currency risks and financial reporting risks. Also, the
Board monitors the financial results and key operating statistics
with the assistance of the Group’s internal finance department on a
regular basis.

3R 2021 Annual Report
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Compliance risks: The Group has adopted internal procedures to
monitor the Group’s compliance risks to ensure that the Group
has complied with the laws and regulations of the regions where
the Group conducts business. In addition, the Group engages
professional advisers from time to time to keep the Group updated
with the latest development in the regulatory environments. It also
arranges compliance trainings on responsible marketing, anti-
corruption and intellectual property for employees, and promotes the
“Code for Mutual Supervision of Anti-Commercial Bribery and Fraud”
among distributors, to further standardize risk management efforts.

Inside information and internal control risks: The Group attaches
utmost importance to the proper handling and dissemination of
inside information. Internal policies are put in place to ensure that
inside information is properly controlled. The Group has implemented
information management system control to prevent the leakage of
sensitive information.

Formation of a Long-term Mechanism for Risk Management
and Internal Control

We have formulated risk management policies and procedures,
specified the risk management structure and responsibilities,
established three lines of defense for risk management and control.
We identify major risks that hinder the achievement of objectives and
control them within acceptable levels to ensure the achievement of
business objectives, the improvement of operational efficiency, the
reliability of financial reports and compliance with national regulations
and other compliance requirements.

We evaluate and check the effectiveness of our risk management
and internal control systems through channels such as the
management, business units in the risk management system, audit
and inspection teams of the Group, external auditors, external
compliance consultant and legal advisor to improve risk response
measures. Meanwhile, in order to ensure the effective operation
of the risk management system, we have established the Audit
Committee to conduct review and supervision.
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According to the authorization of the Board, the audit and
inspection team of the Group focuses on business risks, financial
risks and compliance risks. Through agile audits, it achieves more
comprehensive and accurate risk control, identifies potential risks
more quickly, and promotes the improvement in management and
system processes to support the achievement of the mid — to long-
term vision and strategic goals of the Company.

The Group’s management procedures for financial reporting
and information disclosure, etc. are in strict compliance with the
requirements of the Listing Rules. Office of the Board formulated
the Rules on the Information Disclosure Management, which was
approved by the Board, and has set up controlling procedures for
information reporting, reviewing and disclosure. Prior to disclosing
relevant information to the public, the Group will ensure that
such information is kept confidential properly and will perform the
obligation to inform and supervise the insiders of inside information as
required.

The Board reviewed the risk management and internal control
during the Reporting Period and concluded that there had been no
deficiency in material risk control nor any weakness in material risk
control based on the outcome of the risk management and internal
control work implemented by the Group as of the Latest Practicable
Date. The Board was of the view that the risk management and
internal control system of the Group is effective and sufficient.
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JOINT COMPANY SECRETARIES

Ms. Han Linyou (E8#k{f, former name: Han Yang (§845)), age 41,
has been the Secretary to the Board of the Company since February
2020 and concurrently a joint company secretary since January
2020. She is responsible for our corporate governance, information
disclosure and investor relations management. For the biographical
details of Ms. Han Linyou, please refer to the biography of “Senior
Management” below.

Ms. Mak Po Man Cherie (2% X)) has served as a joint company
secretary of the Company since September 8, 2020. During the term
of office of Ms. Mak, Ms. Han Linyou was the main contact person
between the Company and Ms. Mak. For the biographical details
of Ms. Mak Po Man Cherie, please refer to the biography of “Joint
Company Secretaries “ below.

The Company will ensure that Ms. Han and Ms. Mak continue to
have access to the relevant training and support in relation to the
Listing Rules and the duties required for a company secretary of
an issuer listed on the Hong Kong Stock Exchange. Ms. Han and
Ms. Mak have taken no less than 15 hours of relevant professional
training in last financial year, which is in compliance with the Rule 3.29
of the Listing Rules.
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DIRECTORS

Mr. Zhong Shanshan ($8%#), age 67, is the founder, Chairman
of the Board, an executive Director and the General Manager
of the Company. He founded Zhejiang Thousand-Island Lake
Yangshengtang Drinking Water Company Limited ()T F&#H&E 4
&R /KB R A F)), the predecessor of the Company, in September
1996. Mr. Zhong was appointed as the Chairman of the Board and
an executive Director in June 2001 and the General Manager of the
Company in May 2005, as well as the Chairman of the Nomination
Committee and a member of the Remuneration Committee under
the Board of the Company in March 2020. Mr. Zhong Shanshan has
also been serving as the director of all subsidiaries of the Company
since their establishment. Mr. Zhong is responsible for our overall
development strategies, business plans and major operational
decisions and direct management of our brands, sales and human

3R 2021 Annual Report
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resources. Prior to the establishment of the Company, Mr. Zhong
Shanshan founded Yangshengtang in March 1993 and has served
successively as a director, the general manager and the chairman
of the board of directors of Yangshengtang since March 1993. Mr.
Zhong Shanshan had been the chairman of Beijing Wantai Biological
Pharmaceutical Enterprise Co., Ltd. Jt RBRAEWMEERNDBRA
al) (listed on the Shanghai Stock Exchange, stock code: 603392)
from November 2001 to January 2021. Mr. Zhong Shanshan is the
father of Mr. Zhong Shu Zi, the non-executive Director.

Mr. Guo Zhen ($[#R) (alias: Mr. Guo Zhen (38&)), age 64, was
appointed as an executive Director in December 2019 and a Deputy
General Manager of the Company in March 2020 and is responsible
for our overall production and operation. Mr. Guo Zhen served as
a Supervisor of the Company from September to December 2019.
Upon joining the Group in June 2003, Mr. Guo Zhen was successively
the manager of Danjiangkou plant, the Regional Production Director
of east China, north China regions and the deputy general manager of
the production and operation center of the Group. Currently, Mr. Guo
Zhen is the manager of several subsidiaries of the Company. Prior to
joining the Group, Mr. Guo Zhen held several management positions
in Hangzhou Tingjin Food Co., Ltd. (fi/HJE2 R BAR A7) from
September 1994 to March 2001.

Mr. Guo Zhen obtained a master’s degree in law from Northeast
Normal University in December 1992, and a bachelor’s degree in
politics from Northeast Normal University in August 1982.

Mr. Zhou Li (& 77), age 50 was appointed as an executive Director in
September 2019 and the Deputy General Manager of the Company
since July 2019 and is responsible for our product research and
development, quality management, technology-related regulations
and legal affairs. Mr. Zhou Li served as the secretary to the
Board from April 2008 to February 2020. In addition, Mr. Zhou Li
concurrently serves as the manager of several subsidiaries of the
Company. In addition, Mr. Zhou Li was the general manager of
Yangshengtang Zhejiang Food Company Limited (&4 ¥ T & &
AR AR from May 2004 to March 2008. Mr. Zhou Li served as a
researcher and a deputy director of YST Natural Medicine Research
from March 1998 to May 2004, and concurrently as the production
technology director of Yangshengtang from November 2002 to May
2004.

Mr. Zhou Li obtained a PhD in chemical engineering and a bachelor’s
degree in chemical engineering from Zhejiang University in May 1998
and July 1993, respectively. Mr. Zhou Li is a professor-level senior
engineer.
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Ms. Zhou Zhenhua (FEE%£), age 45, was appointed as an executive
Director in September 2019 and as the Chief Financial Officer in
November 2007, is responsible for our financial matters and external
investment. Ms. Zhou Zhenhua has been assisting Mr. Zhong
Shanshan in managing the overall operations of the Company as
an assistant to the General Manager since March 2014 and was
concurrently in charge of the branding and marketing of the Group
from April 2015 to September 2016. After joining the Group in
July 2007, Ms. Zhou Zhenhua, being the Chief Financial Officer of
the Group, successively served as the chief financial officer and
general manager of the financial center of the Company until July
2012. Ms. Zhou Zhenhua was a Supervisor from June 2014 to
September 2019. Ms. Zhou Zhenhua also served as a consultant
of Yangshengtang from July 2012 to March 2014. Prior to joining
the Group, Ms. Zhou Zhenhua successively served as a consultant
at Deloitte Consulting (Shanghai Pudong) Co., Ltd. ({2 )& 18
i (BB E) AR AR and an investment banking associate at
HSBC Markets (Asia) Limited from March 2000 to June 2007.

Ms. Zhou Zhenhua obtained an MBA from Fudan University in June
2004 and completed the International MBA Program of MIT Sloan
School of Management during the same year. She obtained a
bachelor’s degree in electrical engineering from Shanghai Jiao Tong
University in July 1998. Ms. Zhou Zhenhua is a fellow member of
the Chartered Institute of Management Accountants in the UK and a
Chartered Global Management Accountant in the USA.

Mr. Liao Yuan (BJR), age 51, was appointed as an executive
Director in March 2020 and is responsible for the management of
our engineering and equipment. Mr. Liao Yuan has been the general
manager of the engineering and equipment center of the Group since
February 2020. After joining the Group in April 2000, Mr. Liao Yuan
successively served as the section chief of the equipment technology
section and deputy manager of the Jiande Plant, manager of
the Chun’an Plant, manager of the Group’s quality assurance
department, production director, director of the engineering and
equipment department and assistant to the general manager of the
production and operation center, etc., and served as the general
manager of the engineering and equipment center of Yangshengtang
from May 2018 to February 2020. Prior to joining the Group, Mr. Liao
Yuan was a technician and the chief of the manufacturing section at
Hangzhou Tingjin Food Co., Ltd. (i TEZER & AR 7)) from April
1995 to April 2000, and a technician at Shaoxing Automobile Oil
Pump Factory (43858 M=) from August 1993 to March 1995.
Mr. Liao Yuan has been a director of Hangzhou Innovax Biotech Co.,
Ltd. (fu/N &= AT AR A 7)) since August 2021.

3R 2021 Annual Report
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Mr. Liao Yuan obtained a bachelor’s degree in technique of
mechanical manufacturing and equipment from Nanchang University
in July 1993.

Mr. Zhong Shu Zi, age 34, was appointed as a non-executive
Director in June 2017 and is responsible for providing advice on
our business plans, major decisions and investment activities. He
was also appointed as a member of the Audit Committee under
the Board of the Company in March 2020. Mr. Zhong Shu Zi joined
the Group in January 2014 and has been the general manager of
Yangshengtang Brand Center since January 2020.

Mr. Zhong Shu Zi obtained a bachelor of arts degree in English
from University of California, Irvine in the United States in December
2011, and received his master degree in international business from
Zhejiang University in March 2021.

Mr. Stanley Yi Chang, age 63, was appointed as an independent
non-executive Director in March 2020 and is responsible for
overseeing and providing independent judgment to the Board, and
offering strategic advice and guidance to our financial management,
internal control and external investment. He was also appointed
as the Chairman of the Audit Committee under the Board of the
Company and a member of the Nomination Committee in March
2020. Mr. Chang is currently a standing council member of China
Institute of Internal Audit, and a member of Auditing Expert Panel of
Asian Development Bank, and has been serving as an independent
director of Cowealth Medical China Co., Ltd. (a company listed
on the Shanghai Stock Exchange, stock code: 603122) since
April 2019. Mr. Chang has been a Professor at Shanghai Advance
Institute of Finance of Shanghai Jiaotong University since July 2018.
He was a Professor at National Taiwan University from August 2016
to June 2018. Prior to that, Mr. Chang successively served as the
Chief Operating Officer of MarcumBP where he also led its China
Advisory Services; Managing Partner of China Advisory Services
and Global Business Risk Services Leader for Grant Thornton; and
Partner of Business Risk Services and Asia Pacific Life Sciences
Leader for Ernst & Young from September 2007 to October 2016.

Mr. Chang received his PhD in Accounting from Texas Tech
University in the United States in August 1987; his Master Degree in
Accounting from University of Missouri-Columbia in the United States
in August 1983; and his Bachelor Degree in Business Administration
from National Taiwan University in June 1980. Mr. Chang is a
Certified Public Accountant of Texas, United States.
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Mr. Yang, Lei Bob (#5#&), age 54, was appointed as an independent
non-executive Director in September 2019 and is responsible for
supervising and providing independent judgement to the Board.
He was also appointed as a member of the Audit Committee under
the Board of the Company and a member of the Remuneration
Committee in March 2020. Mr. Yang, Lei Bob was an independent
director, chairman of the nomination committee and member of the
audit committee of Shanghai Kehua Bio-Engineering Co., Ltd. (£
SERIEE Y TIZRRH AR 7], a company listed on the Shenzhen
Stock Exchange, stock code: 002022) from May 2017 to June 2020;
was a visiting professor of finance at China Europe International
Business School from January 2012 to December 2012 and from
April 2016 to December 2019, and was an adjunct professor of
finance at China Europe International Business School from April
2013 to March 2016. Mr. Yang, Lei Bob has extensive experience
in corporate finance and financial management. He worked for The
Hongkong and Shanghai Banking Corporation Limited from July
2004 to March 2010 with his last positions as the Global Banking
and Markets managing director and head of the China Investment
Banking Division, and worked for Goldman Sachs Asia Limited from
August 1999 to June 2004 with his last position as an executive
director of the Investment Bank Division.

Mr. Yang, Lei Bob obtained an MBA (with a finance concentration)
degree from McGill University in Montreal, Canada in June 1993.

Mr. Lu Yuan (=)&), age 66, was appointed as an independent
non-executive Director in September 2019 and is responsible for
supervising and providing independent judgement to the Board and
offering strategic advice and guidance in relation to the business and
operations of the Group. He was also appointed as the Chairman of
the Remuneration Committee under the Board of the Company and
a member of the Nomination Committee in March 2020. Mr. Lu Yuan
has been a chair professor at the School of Business Administration
of South China University of Technology since February 2019, and
an adjunct professor at the Department of Management of The
Chinese University of Hong Kong since December 2013. Mr. Lu
Yuan was an adjunct professor at the School of Management of
Zhejiang University of Technology from August 2018 to July 2021,
and acted as an independent director of Sirio Pharma Co., Ltd.
(L2t ERIE AR AR AT, a company listed on the Shenzhen
Stock Exchange, stock code: 300791) from April 2015 to July 2021.
Prior to that, Mr. Lu Yuan was the Dean of the Business School of
Shantou University from October 2013 to August 2017, and the
distinguished professor there from September 2017 to August 2018,
an adjunct professor, an associate professor and a professor at the
Department of Management of the Chinese University of Hong Kong
from August 1996 to September 2013, the Rothmans researcher at
Cambridge Judge Business School (the predecessor of the Judge
Institute of Management Studies) from January 1993 to August 1996
and an assistant research fellow at Lancaster University Management
School in the UK from 1991 to 1992.
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Mr. Lu Yuan obtained a PhD in management from Aston University
in Birmingham, the UK in July 1991, an MBA from the China
Europe Management Programme (the predecessor of China Europe
International Business School) in December 1986, and a bachelor’s
degree in engineering from Beijing University of Technology in
January 1982.

SUPERVISORS

Mr. Zhong Jigang, age 63, has been a Shareholder Representative
Supervisor and the Chairman of the Supervisory Committee in June
2021, and is responsible for overseeing our operations and financial
activities. Mr. Zhong Jigang has served as the vice president of
Yangshengtang Company Limited (&4 & &R A 7)) from February
2020. He served as the general manager of the Agricultural Product
Business Department of the Company, deputy general manager and
executive director of the Company from April 2015 to March 2020
and served as the production director, general manager and deputy
general manager of the Company from January 2001 to November
2006. In addition, he served as the general manager of Zhejiang
Nongfu Industrial Development Company Limited (4T 2k & 25
EAR AR from June 2014 to April 2015 and the deputy general
manager of Zhejiang Minghuang Natural Food Products Co., Ltd.
GIIE 2XARMBAZEKMHBRAF) from August 2013 to June
2014. He was responsible for the management of Hangzhou Dingjin
Food Co., Ltd. (FUNTEE R MABRRAF]) from March 1995 to July
1999 and was engaged in technical and management work of the
steel pipe plant of the Steel Pipe Branch of Hangzhou Iron and Steel
Factory (1711 #5587 8 & 53 J8%) from January 1982 to February 1995.

Mr. Zhong Jigang obtained a bachelor’s degree in automation
from the Central South Mining & Metallurgical College (4 F#&
JAERR) (subsequently renamed as the Central South University
of Technology (& L% K£), now known as the Central South
University (| F K £2)) in December 1981.
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Mr. Liu Xiyue (2]=1%), age 48, has been a shareholder
representative Supervisor since December 2019 and is responsible
for overseeing our operations and financial activities. Mr. Liu Xiyue
has been the Chief Information Officer of the Group since November
2017. Prior to joining the Company, Mr. Liu Xiyue was a senior
manager at Accenture (China) Co., Ltd. (2% % (FEH) GEAQ
a]) and a marketing expert at Huawei Technologies Co., Ltd. (¥
BEE TR A 7)) successively from May 2005 to November
2017. Prior to that, Mr. Liu Xiyue worked as a project manager at
the software center of the Ministry of Posts and Telecommunications
of the People’s Republic of China (the predecessor of the Ministry
of Industry and Information Technology of the People’s Republic
of China), a manager of the network planning department of
China Enterprise ICT Solutions Limited and a product manager of
UTStarcom Telecom Co., Ltd. (UTHTE FE@ a4 R A 7)) successively
from August 1996 to April 2005.

Mr. Liu Xiyue obtained an MBA degree from the School of
Economics and Management of Tsinghua University in June 2001
and completed the International MBA Program of MIT Sloan School
of Management in the same year. Mr. Liu Xiyue obtained a bachelor’s
degree in computer communication from Beijing University of Posts
and Telecommunications in July 1996.

Mr. Rao Minghong (#BB4T), age 47, has been an employee
representative Supervisor of the Company since December 2019 and
is responsible for overseeing our operations and financial activities.
Since joining the Company in June 1999, Mr. Rao Minghong
successively served as a foreman of the manufacturing section, a
mechanical engineer, the section chief of the manufacturing and
equipment maintenance sections, an assistant to the plant manager,
a deputy plant manager and the plant manager of Chun’an Plant, the
general manager of the East China Base and the general manager
of the South China Base, and was elected as the president of the
labour union of the Company in April 2020. Prior to joining the
Group, Mr. Rao Minghong worked at Hangzhou Creator Machinery
Manufacture Co., Ltd. (N Bl EE AR A 7)) from January
1995 to June 1999.
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Mr. Rao Minghong graduated from Zhejiang Mechanical Industry
College (#/I#M% T2 24) (the predecessor of Zhejiang Institute of
Mechanical and Electrical Engineering) in July 1994 with a major in
mechatronics.

SENIOR MANAGEMENT

For the biographical details of Mr. Zhong Shanshan, Mr. Guo Zhen,
Mr. Zhou Li and Ms. Zhou Zhenhua, see the biographies in the
“Directors” above.

Ms. Han Linyou (§8#i{#, former name: Han Yang (§845)), age 41,
has been the Secretary to the Board of the Company since February
2020 and concurrently a joint company secretary since January
2020. She is responsible for our corporate governance, information
disclosure and investor relations management. Ms. Han Linyou
joined the Group in November 2019 as the deputy general manager
of Nongfu Spring Drinking Water Hong Kong Company Limited (&
KIL R AKEBABRRZAR]). Prior to joining the Group, Ms. Han
Linyou was an executive director of Tibet Water Resources Ltd. (a
company listed on the Hong Kong Stock Exchange, stock code:
01115) from May 2017 to November 2019 and has been chairman of
the risk management committee of the board since August 2017, an
assistant to the chief executive officer, a legal director and a senior
vice president of the aforesaid company since April 2013. Ms. Han
Linyou worked at Jingtian & Gongcheng from August 2002 to March
20183 and became a partner of such firm in 2009. She concurrently
served as the PRC legal adviser of Chiu & Partners in Hong Kong
from May 2008 to May 2009.
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Ms. Han Linyou obtained a bachelor’s degree in law from Peking
University in July 2002 and a PRC Legal Professional Qualification
Certificate in February 2008.

JOINT COMPANY SECRETARIES

Ms. Han Linyou (#2#K{K) is one of our joint company secretaries. For
the biographical details of Ms. Han Linyou, see the biography in the
“Senior Management” above.

Ms. Mak Po Man Cherie (258 X)) becomes a joint company secretary
of the Company on September 8, 2021. Ms. Mak Po Man Cherie is
the vice president of SWCS Corporate Services Group (Hong Kong)
Limited. She has worked for various professional firms and listed
companies in Hong Kong, with over 17 years of experience in the
fields of auditing, accounting, corporate finance, compliance and
company secretarial. Ms. Mak has been the vice president of SWCS
Corporate Services Group (Hong Kong) Limited since October
2019 and was the assistant vice president from August 2018 to
September 2019. Ms. Mak also served as a company secretary of
Cosmos Machinery Enterprises Limited (a company listed on the
Hong Kong Stock Exchange, stock code: 0118) from June 2014
to March 2018. Ms. Mak obtained a master degree of corporate
governance from the Hong Kong Polytechnic University in 2017.
She has been admitted as an associate member of The Hong Kong
Institute of Chartered Secretaries and The Institute of Chartered
Secretaries and Administrators in the United Kingdom in 2017, a
member of the Hong Kong Institute of Certified Public Accountants in
2003, and a fellow member of the Association of Chartered Certified
Accountants in 2006.

Save as disclosed in this annual report, as of December 31, 2021,

there was no other information required to be disclosed pursuant to
Rule 13.51B(1) of the Listing Rules.
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The Board is pleased to present its report together with the audited
consolidated financial statements of the Group for the year ended
December 31, 2021.

PRINCIPAL BUSINESS

The Group is a leader in the packaged drinking water and beverage
business in the PRC with devotion to providing consumers with high-
quality products. The Group’s major products include packaged
drinking water, tea beverage, functional beverage and juice
beverage.

Since its establishment in 1996, the Group has adhered to the
principle that “every drop of Nongfu Spring has its source” ([ & —
HEXRIRHETHRE]). The Group sources all of packaged
drinking water products from natural water sources. We have
obtained access to ten quality natural water sources in different
regions of China which cover the entire national market supply. The
ten water sources are all located in excellent ecological environments
and have outstanding water quality. The Group treats the quality
natural water with the necessary process, including filtration
and sterilization. Our packaged drinking water products contain
the natural minerals that are beneficial to human body, such as
potassium, sodium, calcium, magnesium and metasilicate.
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The Group has established dual growth engines, packaged drinking
water and beverage, which enhance our competitive advantage
and reduce the risks of fluctuating operating results. The Group
implements a multi-brand strategy, has long-term visions for our
brands and strong brand communication capabilities, and has built a
super brand in the PRC soft beverage market.

Please refer to the sections headed “Chairman’s Statement”,
“Management Discussion and Analysis” and “Corporate Governance
Report” in this annual report for a review and the analysis using
financial key indicators on the Group business, major risks and
uncertainties faced by the Group, and the future development of the
Group’s business.

RELATIONS WITH EMPLOYEES, CUSTOMERS AND
SUPPLIERS

The success of the Group relies on the support of important relations
such as employees, suppliers and customers. The Company
maintains a good relationship with its employees, customers and
suppliers in order to ensure smooth business operation.

SEGMENT INFORMATION

The analysis of the Group’s performance by business segment for
the year is set out in note 4 to the financial statements.

RESULTS

The operating results of the Group during the Reporting Period are
set out in the consolidated statement of profit or loss on page 104 of
this annual report.

ISSUED SHARES

Details of the changes in the share capital of the Company during
the year are set out in note 30 to the financial statements.
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DIVIDENDS

The Board recommended the distribution of a final dividend (the
“Final Dividend”) of RMBO0.45 (tax inclusive) per share for the year
ended December 31, 2021, with a total amount of RMB5,061
million. If such profit distribution plan is approved by shareholders at
the annual general meeting to be held on Tuesday, June 14, 2022,
the Final Dividend will be paid no later than August 31, 2022 to the
shareholders whose names are listed on the register of shareholders
of the Company on Thursday, June 23, 2022.

The Company will not be liable for any claim or dispute over the
withholding mechanism arising from any delay in, or inaccurate
determination of the status of the shareholders.

The Board is not aware of any shareholders who have waived or
agreed to waive any dividend.

DIVIDEND POLICY

The Company currently do not have a pre-determined dividend
payout ratio. The Board may declare and pay, dividends after taking
into account results of operations, financial condition, cash flow,
operating and capital expenditure requirements, future business
development strategies and estimates of the Group and other factors
as it may deem relevant. Our historical declarations of dividends may
not reflect our future declarations of dividends.

The allocations to the statutory common reserve are currently
determined to be 10% of the Company’s after-tax profit attributable
to equity holders of the Company for the fiscal year determined in
accordance with PRC accounting rules and regulations. When the
accumulated allocations to the statutory common reserve reach 50%
of the registered capital of the Company, it will no longer be required
to make allowances for allocation to the statutory common reserve.
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COMPLIANCE WITH LAWS AND REGULATIONS AND
LEGAL PROCEEDINGS

The Group’s operations are carried out primarily in the PRC, while
the Shares of the Company are listed on the Hong Kong Stock
Exchange. The businesses operated by the Group are subject to
the laws of relevant jurisdiction in the PRC and Hong Kong. During
the year ended December 31, 2021 and as of the Latest Practicable
Date, the Group has complied with relevant laws and regulations that
have a significant impact on the Group in the applicable jurisdictions.
Specifically, as a manufacturer of packaged water and beverages,
the Group’s operations in China are subject to the applicable food
safety and environmental protection laws and regulations in the PRC.
During the Reporting Period, the Group did not have any material
non-compliance with such laws and regulations.

To build up our overseas operation capability, we entered into two
agreements in November 2016 and two supplemental agreements
in October 2017 (the "Acquisition Agreements") to acquire the
business, the farmland and associated assets of Otakiri Springs
Limited from Otakiri Springs Limited (a company incorporated in New
Zealand and mainly engaged in production and sales of bottled water
in New Zealand) and its then owners (all being independent third
parties) (the “New Zealand Project”). For details of the project and
the litigation in past years, please refer to the sections headed “History
— Establishment and Development of the Company - 3. Building
up Overseas Operation Capability” and “Business — Compliance
and Legal Proceedings” in the prospectus and the section headed
“Corporate Governance Report — Compliance with Laws and
Regulations and Legal Proceedings” in the 2020 Annual Report.
Following the application filed by the opposition group to the Court
of Appeal demanding that the proceedings be continued in February
2021, as of the Latest Practicable Date, the Court of Appeal has not
made any judgment or decision on this case.

Due to the COVID-19 pandemic and multiple rounds of lawsuits
initiated by the opposition groups against the local government’s
grant of various consents to enable the expansion of an existing
water extraction and bottling operation, the launch of the New
Zealand Project has been significantly delayed compared with
year 2019 set in the original plan, and still remains uncertain. The
Company is reassessing the feasibility of the project.
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PURCHASE, SALE AND REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

From the Listing Date to December 31, 2021, none of the Company
and its subsidiaries had purchased, sold or redeemed any of the
listed securities of the Company.

USE OF PROCEEDS FROM THE LISTING

From the Listing Date to December 31, 2021, the Group has
gradually used the proceeds from the initial public offering for the
intended purposes set out in the Prospectus.

The sum of IPO proceeds from the listing of the shares of the
Company on the Main Board of the Stock Exchange and the
net proceeds from the full exercise of the over-allotment option
(after deducting underwriting fees and other related expenses) is
approximately HK$9,377 million. As of December 31, 2021, the
Group has utilised approximately HK$4,394 million of the proceeds
for the intended purposes set out in the Prospectus, accounting for
46.85% of all raised funds, and the remaining unutilised proceeds is
approximately HK$4,983 million. The balance of the proceeds from
the Listing will continue to be unutilised according to the purposes
and proportions disclosed in the Prospectus. See the table below for
details:
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2202158  EE2021F
IHEKES  12BA31AL  12R31AL HABA
ARERFE BERFATE HADAFE FEEHEY
(B%EE) (B%EE) (B%EE) &AM
Actual net
Net amount Unutilised net  Expected
proceeds from  utilisedupto amountupto timeline for
the Listing December 31, December 31, utilising
available 2021 2021  unutilised
(HK$ million)  (HK$ million)  (HK$ million)  net amount

MIEHER Brand building 2,344 978 1,366  2023F12A31H
December 31, 2023
HEHERE Purchasing sales equipment 2,344 371 1,973 2023F12A31H
December 31, 2023
BELERENTERE Purchasing production facilities and 1,875 994 881  2022F12A31H
building new factories December 31, 2022
Hitae hEsk Strengthening fundamental 938 187 751 2023F12A31H
capabilities December 31, 2023
BEER Repaying loans 938 938 0 TEA
N/A
BRRBESH Working capital and other general 938 927 11 2022%3A31H
Hit—RE¥ERRE corporate purposes December 31, 2022
st Total 9,377 4,394 4,983

Wik - BRUERAANRE @ SO HE2FMES  Note: there may be a difference between the sum of the sub-items of each
FAlRE AR E © proportion and the total due to rounding.

BRARBEMSIUBABEEREMEA  The balance of the proceeds from the Listing will continue to be
EREE RS REOER - unutilised according to the purposes and proportions disclosed in
the Prospectus.

FEHMBAT PRINCIPAL SUBSIDIARIES

ARAREZHEB AR ZAT - EBZIEH  Details of the names, principal places of business, places of
2 MR ERREEITRAZFBEER incorporation and issued share capital of the Company’s principal
BTSRRI sET © subsidiaries are set out in note 1 to the financial statements.
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RESERVES

Details of movements in reserves of the Group during the Reporting
Period are set out in the consolidated statement of changes in
equity on pages 108 to 109 of this annual report and note 31 to the
financial statements.

DISTRIBUTABLE RESERVES

In accordance with the PRC Company Law, the Company may only
distribute dividends out of its distributable profits of the year (i.e., the
Company’s profit after tax after offsetting: (i) the accumulated losses
brought forward from the previous years; and (ii) the allocations to
the statutory surplus reserve and, if any, the discretionary common
reserve (in such order of priorities)).

According to the Articles of Association, for the purpose of
determining distributable profit, the distributable profit of the Company
shall be the lower of its profit after tax determined in accordance
with: (i) the PRC accounting standards and regulations; and (ii) the
international standards or the accounting standards of the place(s)
outside the PRC where the shares of the Company are listed.

As at December 31, 2021, the distributable reserves of the
Company, calculated based on the above principles, amounted to
approximately RMB9,378 million.

PROPERTY, PLANT AND EQUIPMENT

Details of changes in property, plant and equipment of the Group
during the Reporting Period are set out in note 14 to the financial
statements.

BORROWINGS

Details of borrowings of the Group are set out in note 28 to the
financial statements.

ISSUED DEBENTURE

During the Reporting Period, the Company did not issue corporate
bonds.

MAJOR CUSTOMERS AND SUPPLIERS

During the Reporting Period, the Group purchased less than 30%
of its goods and services from its top 5 suppliers and sold less than
30% of its goods to its top 5 customers.
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To the best of the directors’ knowledge, none of the Directors or
their associates or any Shareholders who is expected to have 5% or
more of the issued share capital of the Company has any interest in
the top five suppliers and top five customers of the Group.

PERMITTED INDEMNITY PROVISIONS

The Company has maintained directors’ liability insurance to protect
the Directors of the Company against any potential losses arising
from his/her actual or alleged misconduct. During the Year and up
to the Latest Practicable Date, permitted indemnity provision (as
defined in section 9 of the Companies (Directors’ Report) Regulation
(Chapter 622D of the Laws of Hong Kong)) was and is being in force
for the benefit of the Directors of the Company.

CONNECTED TRANSACTIONS

Pursuant to the requirements of the Listing Rules, the transactions
between the Company and its connected persons (as defined
under the Listing Rules) constitute connected transactions of the
Company. The Company regulates and manages such transactions
in compliance with the Listing Rules. The followings are the non-fully
exempt continuing connected transactions conducted by the Group
during the Reporting Period.

Non-fully Exempt Continuing Connected Transactions

As of December 31, 2021, Mr. Zhong Shanshan held approximately
83.9757% interest in our total share capital, including approximately
17.1543% direct interest and approximately 66.8215% indirect
interest through Yangshengtang (Mr. Zhong Shanshan holds
100% of the total registered capital of Yangshengtang, including
98.38% direct equity and 1.62% indirect equity held by Hangzhou
Youfu, which is wholly-owned by Mr. Zhong Shanshan). Mr. Zhong
Shanshan and Yangshengtang and their respective associates are
our connected persons.

The Group conducted non-fully exempt continuing connected
transactions in 2021. The transactions set out below are made in the
ordinary and usual course of business and on normal commercial
terms where, as our Directors expected, the highest applicable
percentage ratios for the purpose of Chapter 14A of the Listing Rules
would be more than 0.1% but less than 5% on an annual basis.
Accordingly, such transactions are subject to the announcement,
reporting, and annual review requirements under Chapter 14A
of the Listing Rules but are exempted from the circular (including
independent financial advice) and independent shareholders’
approval requirement under Chapter 14A of the Listing Rules.

3R 2021 Annual Report



AR T HER ZHEZE
BERNERRZH

BER 5%

wmIE RHMUE

No. Nature of Transactions

EE23 % REPORT OF THE DIRECTORS

The following table sets forth the proposed annual caps for and the
actual transaction amounts of such transactions:

1 BEREENABEAREEY

Purchase of goods from Yangshengtang and its associates

2 BEEE L HBE ARHITEmMRF

IT products and services provided by Yangshengtang and its associates

3 REAEE N o E R AR TR B N R RS

235.0 205.3
150.0 111.8
100.0 77.2

Basic R&D and test services provided by Yangshengtang and/or

its associates

HIBEL T E

M2020F8 H12H » AR AIHEBEEF VIR
BIEZR % - Bt - B ETh HERRZ=2022
F1I2A31B AL EEEREBEARE
HEMALEREBERNEEIAN ]8R
ERBBASENADREXSRENTE
EXENEREHEEEEERNEMER
HEhaERERRS - bitmsE - IREBIERRD
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Purchasing Framework Agreement

On August 12, 2020, the Company entered into the purchasing
framework agreement with Yangshengtang, pursuant to which,
Yangshengtang and its associates have agreed to sell and the Group
has agreed to purchase bottle caps for the production of “Scream
(4204)” and other products of Yangshengtang Group (including
snack food and cosmetics products) which are sold through the
Group’s new retail channels represented by vending machines,
with a term commencing from the Listing Date to December 31,
2022. The Purchasing Framework Agreement will be renewable
subject to the negotiation between the parties to the agreement and
compliance with the requirements of the Listing Rules. For details of
this agreement and the transaction, please refer to the “Connected
Transactions” section of the Prospectus.
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Mr. Zhong and Yangshengtang are substantial Shareholders of the
Company and the connected persons of the Company under the
Listing Rules. Therefore, the transactions under the Purchasing
Framework Agreement entered into by the Company and
Yangshengtang constitute the continuing connected transactions of
the Company.

Subject to terms of the Purchasing Framework Agreement, the
Group entered into specific agreements or place purchase orders
with Yangshengtang and its associates to set out specific terms
and conditions in respect of the supply of goods. The consideration
payable by the Group under the Purchasing Framework Agreement
for purchasing goods is paid at the time and according to the
method to be agreed in specific agreements or purchase orders.

The prices of transactions contemplated under the Purchasing
Framework Agreement is determined on an arm’s length basis.
The price for purchasing bottle caps of “Scream (4204)” from
Yangshengtang and/or its associates by the Group is determined
with reference to the fee quote of bottle caps of “Scream (5= 0l)”
that the Group could obtain from the independent third party,
but in any event is not higher than the fee quote provided by
the independent third party; and the price for purchasing other
products of Yangshengtang and its associates, such as snack food
and cosmetics products, is determined with reference to prices
of such products provided to other independent third parties by
Yangshengtang and its associates, but in any event does not exceed
the prices provided to independent third parties by Yangshengtang
and its associates.

The proposed annual cap and the actual amount of the transactions
contemplated under the Purchasing Framework Agreement and
for the year ending December 31, 2021 are RMB235.0 million and
RMB205.3 million, respectively.

3R 2021 Annual Report
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IT Product and Service Framework Agreement

On August 12, 2020, the Company entered into the IT product and
service framework agreement with Yangshengtang and its wholly-
owned subsidiary, Rainbow Fish Technology, pursuant to which,
Yangshengtang and Rainbow Fish Technology have agreed to
provide several types of IT products and services to the Company
with a term commencing from the Listing Date to December 31,
2022. The IT Product and Service Framework Agreement will be
renewable subject to the negotiation between the parties to the
agreement and compliance with the requirements of the Listing
Rules. For details of this agreement and the transaction (including
the types of services, the main terms of the agreement, the basis
for pricing and other main contents), please refer to the “Connected
Transactions” section of the Prospectus.

Mr. Zhong and Yangshengtang are substantial Shareholders of the
Company and the connected persons of the Company under the
Listing Rules. Therefore, the transactions under the IT Product and
Service Framework Agreement entered into by the Company and
Yangshengtang and its wholly-owned subsidiary, Rainbow Fish
Technology constitute the continuing connected transactions of the
Company.

The proposed annual cap and the actual amount of the transactions
contemplated under the IT Product and Service Framework
Agreement and for the year ending December 31, 2021 are
RMB150.0 million and RMB111.8 million, respectively.

Basic R&D and Test Service Framework Agreement

On August 12, 2020, the Company entered into the basic R&D
and test framework agreement with Yangshengtang and its wholly-
owned subsidiary, YST Natural Medicine Research, pursuant to
which, Yangshengtang and/or YST Natural Medicine Research
have/has agreed to provide basic beverage R&D services and test
services of raw material and product to the Company, with a term
commencing from the Listing Date to December 31, 2022. The
Basic R&D and Test Framework Agreement shall be renewable
subject to the negotiation between the parties to the agreement and
compliance with the requirements of the Listing Rules. For details of
this agreement and the transaction, please refer to the “Connected
Transactions” section of the Prospectus.
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Mr. Zhong and Yangshengtang are substantial Shareholders of
the Company and the connected persons of the Company under
the Listing Rules. Therefore, the transactions under the Basic R&D
and Test Framework Agreement entered into by the Company
and Yangshengtang and its wholly-owned subsidiary, YST Natural
Medicine Research constitute the continuing connected transactions
of the Company.

Subject to terms of the Basic R&D and Test Framework Agreement,
the Group enters into specific agreements or place orders with
Yangshengtang and/or its associates to set out specific terms
and conditions in respect of the basic R&D and test services. The
consideration payable by the Group under the Basic R&D and Test
Framework Agreement for accepting such services is paid at the
time and according to the method agreed in specific agreements or
orders. The proprietary rights of all work products and intellectual
property rights and other rights obtained pursuant to the Basic R&D
and Test Framework Agreement are jointly owned by the Group and
Yangshengtang and/or YST Natural Medicine Research. The Group
has the exclusive right of use on such intellectual properties, while
Yangshengtang and/or YST Natural Medicine Research are/is only
able to use them with the consent of the Group. Use of such jointly-
owned intellectual properties by Yangshengtang and/or YST Natural
Medicine Research is free of charge.

Fees of basic R&D services provided by Yangshengtang and/or
YST Natural Medicine Research under the Basic R&D and Test
Framework Agreement are determined with reference to the actual
cost incurred by Yangshengtang and/or YST Natural Medicine
Research with a cost markup of 25% of the actual costs, and in any
event are not higher than the prices of similar services that can be
procured from independent third-party suppliers by the Group. Fees
of test services provided by Yangshengtang and/or YST Natural
Medicine Research under the Basic R&D and Test Framework
Agreement are determined with reference to the prevailing market
prices, and in any event are not higher than the prices of similar
services that can be procured from independent third-party suppliers
by the Group.

The proposed annual cap and the actual amount of the transactions
contemplated under the Basic R&D and Test Service Framework
Agreement and for the year ending December 31, 2021 are
RMB100.0 million and RMB77.2 million, respectively.
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Waiver Application for Non-fully Exempt Continuing
Connected Transactions

Mr. Zhong and Yangshengtang are substantial Shareholders of the
Company and the connected persons of the Company under the
Listing Rules. Therefore, the transactions abovementioned constitute
the continuing connected transactions of the Company.

As the above non-fully exempt continuing connected transactions
are expected to continue a recurring and continuing basis, our
Directors consider that compliance with the above announcement
requirements will be impractical, will incur unnecessary administrative
costs for us, and will be unduly burdensome to us.

Accordingly, we have applied to the Hong Kong Stock Exchange
for, and the Hong Kong Stock Exchange has granted, a waiver to
us under Rule 14A.105 of the Listing Rules from compliance with
the announcement requirements in respect of the above non-fully
exempt continuing connected transactions.

The Company has confirmed that the execution and enforcement
of the implementation agreements under the continuing connected
transactions set above for the year ended December 31, 2021
has followed the pricing principles of such continuing connected
transactions.

Pursuant to Rule 14A.55 of the Listing Rules, the independent
non-executive Directors had reviewed the above non-fully exempt
continuing connected transactions and confirmed that these
transactions had been entered into:

i. in the ordinary and usual course of business of the Company;
i. either on normal commercial terms or on better terms; and
ii. in accordance with relevant agreements governing them on

terms that are fair and reasonable and in the interests of the
shareholders of the Company as a whole.
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Pursuant to Rule 14A.56 of the Listing Rules, the Board engaged the
auditors of the Company to perform certain agreed-upon procedures
in respect of the continuing connected translations and the auditors
have reported the factual findings on these procedures to the Board.

The auditors of the Company had informed the Board and confirmed
that the abovementioned continuing connected transactions:

were approved by the Board;

i. were conducted in accordance with the pricing policy of the
Company;

ii.  were entered into pursuant to the terms of relevant transaction
agreements; and

iv.  did not exceed the annual cap disclosed by the Company in
the Prospectus.

Save as disclosed above, for the year ended December 31, 2021,
there is no other related party transaction or continuing related
party transaction set out in note 37 to the financial statements
which constitutes disclosable connected transaction or disclosable
continuing connected transaction under the Listing Rules. In respect
of the connected transactions and the continuing connected
transactions, the Company has complied with the disclosure
requirements of the Listing Rules (as amended from time to time).

DIRECTORS’ AND SUPERVISORS’ SERVICE
CONTRACTS

Pursuant to Rules 19A.54 and 19A.55 of the Hong Kong Listing
Rules, we have entered into a contract with each of our Directors
and Supervisors in respect of (among other things) (i) the compliance
of relevant laws and regulations; (ii) observance of the Articles of
Association; and (jii) provisions on arbitration.

Save as disclosed above, none of the Directors or Supervisors has
entered into any director or supervisor service contract with any
member of the Group (other than contracts expiring within one year
or determinable by the relevant employer without the payment of
compensation other than statutory compensation).

3R 2021 Annual Report
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BIOGRAPHIES OF DIRECTORS, SUPERVISORS AND

Biographies of the Directors, Supervisors and senior management
are set out from pages 58 to 66 of this annual report.

The list of Directors during the Reporting Period and as at the Latest

SNHIESEZEBENT ¢ Practicable Date (unless otherwise stated) is set out below:
FEEHRGAE FEEHER A H
Commencement Expiry Date of
HE Bfx Date of the Current  the Current Term
Name Position Term of Office of Office
g e WITES 202043 A6H 2023%F3A5H
Mr. Zhong Shanshan executive Directors March 6, 2020 March 5, 2023
BIRSE & WITEZ 202043 A6H 202343 A5H
Mr. Guo Zhen executive Directors March 6, 2020 March 5, 2023
BEhEE WiTESR 202043 H6H 202343 A5H
Mr. Zhou Li executive Directors March 6, 2020 March 5, 2023
BEEL+ WITES 202043 A6H 2023%F3H5H
Ms. Zhou Zhenhua executive Directors March 6, 2020 March 5, 2023
BR%% WITEZ 202043 A6H 202343 A5H
Mr. Liao Yuan executive Directors March 6, 2020 March 5, 2023
Zhong Shu Zist 4 FEHTESR 20203768 2023% 3850
Mr. Zhong Shu Zi non-executive Director March 6, 2020 March 5, 2023
Stanley Yi Chang’t 4 BAUEMTES 202043 A6H 2023%F3H5H
Mr. Stanley Yi Chang independent non-executive Directors March 6, 2020 March 5, 2023
BExAE BIUFNTES 2020F3 A6H 2023%3A5H
Mr. Yang, Lei Bob independent non-executive Directors March 6, 2020 March 5, 2023
RIRIEE BUFNTES 202043 H6H 202343 A5H
Mr. Lu Yuan independent non-executive Directors March 6, 2020 March 5, 2023
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REMUNERATIONS OF DIRECTORS, SUPERVISORS,
SENIOR MANAGEMENT AND FIVE HIGHEST PAID
INDIVIDUALS

The Remuneration Committee is responsible for formulating,
reviewing and advising the Board on the remuneration policies
and packages for directors and senior management members of
the Company (“remuneration” shall include but not limited to all
salaries, bonuses, allowances, benefits (in cash or in kind), pensions,
compensations (including compensation payable in respect of
loss or termination of office or appointment), options and gifting
of shares). In formulating the remuneration packages for directors
and senior management members, factors to be considered by the
Remuneration Committee include the Company’s guidelines and
targets, remuneration paid by comparable companies, the time
invested and duties born by such directors and senior management
members, etc.

Details of emoluments of directors and senior management and the
five highest paid individuals of the Group in 2021 are set out in note
9 and note 10 to the financial statements from pages 157 to 161 of
this annual report. Details of the remuneration of the current senior
management of the Company by band for the year ended December
31, 2021 are set out as follows:

AE

Number of

NF Range individuals
072 1,000,0007T HKS$0 to 1,000,000 0
751,000,001 £ 1,500,0007T HK$1,000,001 to 1,500,000 0
751,500,001 £2,000,0007T HK$1,500,001 to 2,000,000 0
72,000,001 7TA £ Above HK$2,000,001 5
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INTERESTS OF DIRECTORS AND SUPERVISORS IN
TRANSACTION, ARRANGEMENT OR CONTRACT

Save as the Directors’ or Supervisors’ service contracts, those
disclosed in the “Related Party Transactions” in Note 37 to the
consolidated financial information in this report and the section
headed “Continuing Connected Transactions” of this report, there
was no transaction, arrangement and contract of significance to
which the Company or its holding company or its subsidiaries or its
fellow subsidiaries was a party and in which a Director, Supervisor or
their connected entity has or had for the year ended December 31,
2021, in any way, whether directly or indirectly, a material interest.

INTERESTS OF DIRECTORS IN COMPETING
BUSINESS

For the year ended December 31, 2021, none of the Directors,
the directors of the Company’s subsidiaries or their respective
associates had any interest in a business, which competes or is likely
to compete, directly or indirectly, with the business of the Company
and its subsidiaries (except as acting as Directors and/or directors
of their subsidiaries and their respective associates), which would
require disclosure under Rule 8.10 of the Listing Rules.

INTERESTS AND SHORT POSITIONS OF
DIRECTORS, SUPERVISORS AND CHIEF
EXECUTIVE IN SHARES, UNDERLYING SHARES
AND DEBENTURES OF THE COMPANY AND ITS
ASSOCIATED CORPORATIONS

As at December 31, 2021, the interests or short positions of the
Directors, Supervisors 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”) as recorded in the register required to be
kept under Section 352 of the SFO, or as otherwise notified to the
Company and the Hong Kong Stock Exchange pursuant to the
requirements of the Model Code are as follows:
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AR TR Interests in the Company

el fHERITRE
13 AR AEREN
BHEA BHEA
(%) (%)
Approximate Approximate
Percentage of  Percentageof &/ %&/
Shareholding  Shareholding ~ Tt KR A
BENRAEE  inthe Relevant inthe Total  Long position/

#e rgigshl ERNE Number of Classof  Issued Share  short position/
Name Class of Shares  Nature of Interest Shares Held Shares (%) Capital (%)  lending pool
EMBEE NER SEEEREER 6,211,800,000 100.0000 552333 {78

Mr. Zhong Shanshan Domestic shares  Interest held by controlled (MzE) Long position

corporations (note)
EUBEE Hi& R FERAER 1,303,252,410 25.8856 115881 4R
Mr. Zhong Shanshan H shares Interest held by controlled Long position
corporations

ERBLE Hi& ERHAA 1,929,249,240 383193 171543 #1&

Mr. Zhong Shanshan H shares Bengficial owner Long position
PR HiR ERHEAA 2,100,030 0.0417 00187 ##8

Mr. Guo Zhen H shares Beneficial owner Long position
BAnkE Rk ERREA 10,505,090 0.2087 00934 #&

Mr. Zhou Li H shares Beneficial owner Long position
RAEELt Hi ERHAA 10,505,090 0.2087 00934 #&

Ms. Zhou Zhenhua H shares Beneficial owner Long posttion
BR74 Hik ERHEAA 4,208,030 0.0836 00374 A

Mr. Liao Yuan H shares Beneficial owner Long position
Bt R EZREA 4,008,030 0.0836 00374  #i&

Mr. Zhong Jigang H shares Beneficial owner Long position

FIEEaN2EEAREEHIFAMNMIL  The information was disclosed based on the data available

(www.hkex.com.hk) FTIR 4L EYE B H - & on the website of the Hong Kong Stock Exchange

NEE TR BRERENELO BT (http://www.hkexnews.hk). The abovementioned “Approximate

LA11,246,466,40008 B8 15 (BN 20214123  Percentage of Shareholding in the Total Issued Share Capital” is

3THBEETHORMER ) AERTE - calculated based on the 11,246,466,400 shares, being the number
of issued shares of the Company as at December 31, 2021.

PI3E - Note:

WAMEBE - EMM T EEEREEEE$9838%  As at the date of this Report, Mr. Zhong Shanshan directly held 98.38%

S WimBh N AR (REMM A A2 EES)RIE  equity interest in Yangshengtang and indirectly held 1.62% equity interest in

FHEEEE1.62% M o FILERMEERKR ANE  Yangshengtang through Hangzhou Youfu (wholly owned by Mr. Zhong Shanshan).

EERFENRMDPHEE R o Therefore, Mr. Zhong Shanshan was deemed to be interested in the shares held
by Yangshengtang.
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AMEE LB ER Interests in Associated Corporations
PEBEER
BEfiNEst
(%)
Approximate
fri#s%S  Percentage
ERNROBE  of Interests
Number of  in Associated
#e HEZES EEfE Shares Held or ~ Corporations
Name Name of Associated Corporations Nature of Interest Interested (%)
EUUEE EEZ () ERAEAA TER 98.3800
Mr. Zhong Shanshan Yangshengtang (note 1) Beneficial owner N/A
REEER AR @R 16200
Interest held by controlled corporations N/A
BETEXERARA () ERERA TER 2.4671
Yangshengtang Pharmaceutical Co., Ltd. (note 2) Beneficial owner N/A
REiERAER TER 975329
Interest held by controlled corporations N/A
EREREMEFROBRAF (W) EEZREA 78,800,518 18.1736
Beijing Wantai Biological Pharmaceutical Enterprise Beneficial owner
Co., Ltd. (note 3)
REEERAER 247,075,000 56.9822
Interest held by controlled corporations
EFEENBRERERAR(HE4) R R ER TER 63.5000
Xiamen Youmaike Medical Instruments Co., Ltd. (note 4)  Interest held by controlled corporations N/A
ERFRARREE S ERDA (D) R ER TER 60.0000
Beijing Tairun Innovation Technology Incubator Co., Ltd.  Interest held by controlled corporations N/A
(note 9)
BNEIR) EMRRBRAR (H6) RErERAER il 97.0000
JWT (Beijing) Biotechnology Company Limited (note 6)  Interest held by controlled corporations N/A
RMNBRBENRERAR (T R R AR @R 65.7142
Hangzhou Lingzhi Pharmaceutical Technology Co., Ltd.  Interest held by controlled corporations N/A
(note 7)
REMRERFNLBLE(BRA) (HiT8) REEERAER TER 99.8004
Anji Xinquan Management Consulting Partnership (Limited Interest held by controlled corporations N/A
Partnership) (note 8)
BTERFA(BK) B % (BRAY) (o) ERAEAA &R 90.0000
Guanzi Management Consulting (Lishui) Partnership Beneficial owner N/A
(Limited Partnership) (note 9)
XEEERAER il 10.0000
Interest held by controlled corporations N/A
BrRERE(BK)aBeR(ARAB)(H10)  EHEEAA @R 24.8139
Guanzi Equity Investment (Lishui) Partnership (Limited ~ Beneficial owner N/A

Partnership) (note 10)
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kAT
i R
(%)
Approximate
fii5i#%E  Percentage
ERORAHE  of Interests
Number of  in Associated
B EgEES BEng Shares Heldor  Corporations
Name Name of Associated Corporations Nature of Interest Interested (%)
REiRRAED NER 74.9380

Interest held by controlled corporations N/A
ERERFAEK)aBCE(BRA ) (1) ERAEA TEm 24,8139

Chengguang Management Consulting (Lishui) Beneficial owner N/A

Partnership (Limited Partnership) (note 11)

XA R Gyl 74.9380

Interest held by controlled corporations N/A

MI3E Notes:

BAMIERBREEEE A — RN P EEMK
SHERA R B BT EMRD o EREK
TEDRIEERA BB R E (RS K
SERERER)BERFEEE£E098.3800% &
1.6200% & % ©

BEREEXERAT(REENFZ2EMBLR
A A—FKAPEEMA N ARARBIL
BEITEMRD - ERREENFIEEFH
MRBRELERBERARLEEEXERAF
2.4671%K%97.5329% &% ©

It REREMBEERNERAR(EEEMIE
2EMBAR) - A—RNPEEMA R
MAERAR - BT A4,3608 8% - B
EEDHEEFERBREEERHERAIL
TEREMEERMDBRAAF18.1736% K&
56.9822%E%% °

EFEENEE2ERERAFAILREREY
BEERMHBRAFNIEZEMNBAR] - 2—K
R R AR A E B EEI TR
7o BHBM AL BB REREMEERGE
RAREEFEEMEENBEEERERAA
#963.5000% & %5 °
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Yangshengtang, our controlling shareholder, is a company incorporated
in the PRC with limited liability and did not issue any share. Mr. Zhong
Shanshan directly held 98.3800% equity interest and, through Hangzhou
Youfu (wholly owned by Mr. Zhong Shanshan), indirectly held 1.6200%
equity interest in Yangshengtang.

Yangshengtang Pharmaceutical Co., Ltd. (B4 EZEHR A F]), a non-
wholly owned subsidiary of Yangshengtang, is a company incorporated
in the PRC with limited liability and did not issue any share. Mr.
Zhong Shanshan directly held 2.4671% equity interest and, through
Yangshengtang, indirectly held 97.5329% equity interest in Yangshengtang
Pharmaceutical Co., Ltd.

Beijing Wantai Biological Pharmaceutical Enterprise Co., Ltd. (it REZE
2 G G BR A 7)), @ non-wholly-owned subsidiary of Yangshengtang, is a
joint stock company incorporated in the PRC with limited liabilities with 43.6
million shares issued. Mr. Zhong Shanshan directly held 18.1736% equity
interest and, through Yangshengtang, indirectly held 56.9822% equity
interest in Beijing Wantai Biological Pharmaceutical Enterprise Co., Ltd.

Xiamen Youmaike Medical Instruments Co., Ltd. (EFEERI 2R
BFRA7]), a non-wholly-owned subsidiary of Beijing Wantai Biological
Pharmaceutical Enterprise Co., Ltd., is a company incorporated in the PRC
with limited liabilities and did not issue any share. Mr. Zhong Shanshan
indirectly held 63.5000% interest in Xiamen Youmaike Medical Instruments
Co., Ltd. through Beijing Wantai Biological Pharmaceutical Enterprise Co.,
Ltd.

3R 2021 Annual Report
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Beijing Tairun Innovation Technology Incubator Co., Ltd. (1k X Z= B Al
BRI 82 R A7), a non-wholly owned subsidiary of Beijing Wantai
Biological Pharmaceutical Enterprise Co., Ltd., is a company incorporated
in the PRC with limited liabilities and did not issue any share. Mr. Zhong
Shanshan indirectly held 60.0000% interest in Beijing Tairun Innovation
Technology Incubator Co., Ltd. through Beijing Wantai Biological
Pharmaceutical Enterprise Co., Ltd.

JWT (Beijing) Biotechnology Company Limited (¥#Z (Jb =) £WRH
BFRAF]), a non-wholly owned subsidiary of Beijing Wantai Biological
Pharmaceutical Enterprise Co., Ltd., is a limited partnership incorporated
in the PRC and did not issue any share. Mr. Zhong Shanshan indirectly
holds 97.0000% interest in JWT (Beijing) Biotechnology Company Limited
through Beijing Wantai Biological Pharmaceutical Enterprise Co., Ltd.

Hangzhou Lingzhi Pharmaceutical Technology Co., Ltd. (fu/N4E40%8
@R AR A F), a non-wholly owned subsidiary jointly held by Anji
Lingzhi Business Information Consulting Center (Limited Partnership) and
Yangshengtang is a company incorporated in the PRC with limited liabilities
and did not issue any share. Mr. Zhong Shanshan indirectly held 65.7142%
interest in Hangzhou Lingzhi Pharmaceutical Technology Co., Ltd. through
Aniji Lingzhi Business Information Consulting Center (Limited Partnership)
and Yangshengtang.

Anji Xinquan Management Consulting Partnership (Limited Partnership)
(& EHREEZANABLE (BRE%)), a non-wholly owned subsidiary
directly funded by Zhong Shanshan, is a limited partnership incorporated
in the PRC and did not issue any share. Mr. Zhong Shanshan directly held
99.8004% interest in Anji Xinquan Management Consulting Partnership
(Limited Partnership).

Guanzi Management Consulting (Lishui) Partnership (Limited Partnership)
(BrERHNA (BK) ABLE (ERAR)) is a limited partnership
incorporated in the PRC. Mr. Zhong Shanshan holds 90.0000% and
10.0000% interest in Guanzi Management Consulting (Lishui) Partnership
(Limited Partnership) directly and indirectly through Yangshengtang
respectively.

Guanzi Equity Investment (Lishui) Partnership (Limited Partnership) (#8-H%
ERE (BK) BB (BRAE)) s alimited partnership incorporated in
the PRC. Mr. Zhong Shanshan holds 24.8139% and 74.9380% interest in
Guanzi Equity Investment (Lishui) Partnership (Limited Partnership) directly
and indirectly through Yangshengtang respectively.

Chengguang Management Consulting (Lishui) Partnership (Limited
Partnership) (A ERBHEH (BXK) @% % (BRAR)) is a limited
partnership incorporated in the PRC. Mr. Zhong Shanshan holds 24.8139%
and 74.9380% interest in Chengguang Management Consulting (Lishui)
Partnership directly and indirectly through Yangshengtang respectively.
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Saved as disclosed above, as at December 31, 2021, none of the
Directors, Supervisors and chief executive of the Company had any
interests or short positions in the shares, underlying shares and
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) as recorded in the register
required to be kept under Section 352 of the SFO, or as otherwise
notified to the Company and the Hong Kong Stock Exchange
pursuant to the requirements of the Model Code.

RIGHTS TO PURCHASE SHARES OR DEBENTURES
OF DIRECTORS, SUPERVISORS AND CHIEF
EXECUTIVE

No arrangements to which the Company, any of its subsidiaries, its
holding company or any subsidiary of its holding company is or was
a party enabling the Directors, Supervisors and the chief executive
of the Company to acquire benefits by means of acquisitions of
shares or debentures of the Company or any other body corporate
subsisted during the Reporting Period.

RETIREMENT BENEFIT SCHEME

Details of the retirement benefit scheme are set out in note 2.4 to the
financial statements.

3R 2021 Annual Report
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INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS IN SHARES AND
UNDERLYING SHARES OF THE COMPANY

As at December 31, 2021, to the best knowledge of the Directors,
the interests or short positions of the following persons (other than
the Directors, Supervisors or the chief executive of the Company)
in the shares and underlying shares of the Company as recorded in
the register required to be kept under section 336 of the SFO are as
follows:

EHEEN  EERORE
R4 RAER BEREN
BaES R
(%) (%)
Approximate Approximate
Percentage of  Percentageof &/ %8/
Shareholding  Shareholding  AIt4E i KRR A
BEHRAHYE  inthe Relevant inthe Total  Long position/
LEYES ! R &R ERtE Number of Classof Issued Share  short position/
Name Class of Shares  Nature of Interest Shares Held Shares (%) Capital (%) lending pool
BEY NER ERHAA 6,211,800,000 100 552333 fFA
Yangshengtang Domestic shares  Beneficial owner Long position
BAEE Hik EGHAA 1,303,252,410 25.8856 115881 #7&
Yangshengtang H shares Beneficial owner Long posttion

Fr#EE BT ERNE B ATH 4 uh
(www.hkex.com.hk) T2 {Z B H ©
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12A81H » EEEEBAL(WIEES -
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3361 IETEH B O METRCER RS SRR -
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BRAEEGREFHERERS | —BPH
B2 (RRAREEA—RMBARR
AREEE AR B AR A R S E A — P B
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AR IR RSB EF KB AR RA
SERHRBNEREL -
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The information was disclosed based on the information
available on the website of the Hong Kong Stock Exchange
(http://www.hkexnews.hk).

Save as disclosed above, to the best knowledge of the Directors,
as at December 31, 2021, no person (other than the Directors,
Supervisors or the chief executive of the Company) had any interests
or short positions in the shares or underlying shares of the Company
as recorded in the register required to be kept under section 336 of
the SFO.

CONTRACT OF SIGNIFICANCE

Save as disclosed in the paragraph headed “Continuing Connected
Transactions” of this Report of the Directors, (i) no contract of
significance was entered into by, and/or subsisted between the
Company or any of its subsidiaries with the controlling shareholder
or any of its subsidiaries during the Year; and (i) there is no contract
of significance in relation to provision of services by the controlling
shareholder or any of its subsidiaries to the Group.
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EQUITY-LINKED AGREEMENTS

During the Reporting Period, the Company has not entered into any
equity-linked agreement (as defined in the Section 6 of Companies
(Directors’ Report) Regulation (Cap 622D of the laws of Hong Kong).

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Articles of
Association and the laws of the PRC which oblige the Company to
offer pre-emptive rights of new shares to existing shareholders on
their shareholding proportion.

SUFFICIENT PUBLIC FLOAT

The Stock Exchange has granted the Company a waiver from strict
compliance with the requirements of Rule 8.08(1)(a) of the Hong
Kong Listing Rules, provided that the minimum public float of the
Company shall be the highest of (1) approximately 13.66% of the
total issued share capital of the Company; (2) such percentage of H
shares to be held by the public immediately after the completion of
the Global Offering and the exercise of the Over-allotment Option.
Based on the information that is publicly available to the Company
as at the Latest Practicable Date and to the best knowledge of the
Directors, the Directors confirmed that the Company has maintained
the aforementioned minimum public float required by the Stock
Exchange since the Listing Date and up to the Latest Practicable
Date.

AUDIT COMMITTEE

The audit committee of the Board reviewed with the management
the accounting principles and practices adopted by the Group and
discussed auditing, internal control and financial reporting matters
including the review of the audited financial statements for the year
and has recommended their adoption by the Board.

MANAGEMENT CONTRACT

There was no contract concerning the management or administration
of the whole or any substantial part of the business of the Company
which was entered into or existed during the Reporting Period.

PENSION SCHEME

During the Reporting Period, details of the pension scheme of the
Group are set out in note 2.4 to the financial statements.

DONATION

During the Reporting Period, details of the donation of the Group are
set out in note 6 to the financial statements.
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ENVIRONMENTAL POLICY AND PERFORMANCE

The Group complies with relevant environmental protection laws
and regulations, including the Law on Environmental Protection
of the People’s Republic of China, the Environmental Impact
Assessment Law of the People’s Republic of China, the Water
Law of the People’s Republic of China, and the Regulations on the
Environmental Protection Management of Construction Projects (32
RI8 B IRIGIREE R 40) and other.

For the protection of the water source environment and the
harmonization with the natural habitat of the water source, the Group
has made best efforts to minimize the impact on the surrounding
environment. In addition, the Group conducts specific monitoring
and management of water resources, packaging materials and
energy usage, sewage and carbon emissions during the production
and operations, and strictly controls the environmental and
ecological impacts during the production and operations. Meanwhile,
the Group has established and been continuously improving the
internal environmental protection and sustainable development
management system. Through building a good health, safety and
environmental management system and order in the factory, the
overall management of the water resources, energy and three
wastes emissions in the factory will be achieved, and the overall
environmental performance will be improved.

For details of the Group’s environmental policies and performance,
please refer to the first “2021 Sustainability (ESG) Report” planned to
be released by the Group in the second quarter of 2022.

ENTRUSTED DEPOSIT AND MATURED TIME
DEPOSIT

As at December 31, 2021, the Company had not held any deposits
under trust or any time deposit in any financial institution in the PRC
which could not be withdrawn upon maturity.

TAX RELIEF AND EXEMPTION

The Company is not aware that any holders of securities of the
Company are entitled to any tax relief or exemption by reason of their
holding of such securities.
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CONFIRMATION OF INDEPENDENCE BY
INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company had received annual confirmation of independence
from each of the independent non-executive Directors. Based on
their confirmation, the Company considers that all independent
non-executive Directors are independent under the Listing Rules.

AUDITORS

For the year ended December 31, 2021, Ernst & Young has served
as the overseas independent external auditor of the Company and
Pan-China Certified Public Accountants LLP served as the domestic
auditor in the PRC. The financial statements contained in this annual
report have been audited by Ernst & Young. The auditors of the
Company have not changed since the Listing Date.

OTHER EVENTS AFTER THE REPORTING PERIOD

Except as disclosed in note 42 to the financial statements, there are
no major events that occurred after December 31, 2021 that would
have a significant impact on the operation and financial performance
of the Group as at the Latest Practicable Date.

The other chapters, reports or notes of this report mentioned above
all form part of this Report of the Directors.

On behalf of the Board of Directors

Nongfu Spring Co., Ltd.
Zhong Shanshan
Chairman

Hangzhou, the PRC
March 28, 2022
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During the Reporting Period, all members of the Supervisory
Committee of the Company (the “Supervisory Committee”) have
complied with the principle of integrity and earnestly performed their
supervisory duties in accordance with the relevant regulations set
out in the PRC Company Law, the Articles of Association and Rules
of Procedures for the Supervisory Committee of Nongfu Spring Co.,
Ltd. to protect the interests of the shareholders and the Company.

. WORKS OF THE SUPERVISORY COMMITTEE
DURING THE REPORTING PERIOD

For the year 2021, the Supervisory Committee held four
meetings and the details are as follows:

The “2020 Work Report of the Supervisory Committee”, the
“Proposal on the 2020 Consolidated Financial Statements
of the Group”, and the “Proposal on the Declaration of Final
Dividends” were considered and approved at the third meeting
of the seventh session of the Supervisory Committee held on
March 25, 2021;

The “Proposal on Change of the Shareholder Representative
Supervisor of the Company” was considered and approved at
the fourth meeting of the seventh session of the Supervisory
Committee held on April 16, 2021;

The “Proposal on Election of the Chairman of the Supervisory
Committee” was considered and approved at the fifth meeting
of the seventh session of the Supervisory Committee held on
June 25, 2021;

The “Proposal on the Proposed Amendment to the
Supervisors’ Service Agreement” was considered and
approved at the sixth meeting of the seventh session of the
Supervisory Committee held on December 13, 2021.

RXIWRBHHRAS NONGFUSPRING CO.,LTD.  / O3
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COMMENTS OF THE SUPERVISORY
COMMITTEE ON CERTAIN MATTERS OF THE
COMPANY IN 2021

During the Reporting Period, the members of the
Supervisory Committee adhered to the principles of fidelity
and accountability to all shareholders and duly performed
their duties and works according to the relevant laws and
regulations. The Supervisory Committee worked actively,
supervised the regulatory compliance and operation, financial
condition, use of proceeds and internal control, etc. of the
Company through attending shareholders’ general meetings
and board meetings and audit and inspection center as
nonvoting delegates and onsite inspections. The Supervisory
Committee has arrived at the following opinions:

1. Regulatory compliance of the operation of the Company.
During the Reporting Period, the Board earnestly
exercised the rights and performed the obligations
conferred by the PRC Company Law and the Articles
of Association to make decisions in time on material
matters including production and operation plans, and
implemented all resolutions adopted by the shareholders’
general meetings and board meetings. Senior
management managed and operated the Company in
compliance with laws and regulations. The Directors and
senior management have fulfilled obligation of integrity
without violating any laws or Articles of Association or
committing any action which may be against the interests
of shareholders.

2. Evaluation of financial condition of the Company. During
the Reporting Period, the Supervisory Committee has
supervised and reviewed the financial structure and
position of the Company. The Supervisory Committee is
of the opinion that the financial structure of the Company
was healthy and standardized and the Company was in
a good financial position. The 2021 Audit Report of the
Company gives a true, accurate and complete picture
of the financial condition, results of operations and cash
flows of the Company.

3R 2021 Annual Report
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3.  The use of funds raised by the Company. The
Supervisory Committee is of the opinion that the use
of proceeds complied with the provisions of relevant
laws and regulations and the Articles of Association
without violating the interests of the Company and its
shareholders. The Supervisory Committee will continue
to supervise and monitor the use of proceeds.

4. Acquisition and disposal of assets of the Company.
There was no material acquisition and disposal of the
assets of the Company during the Reporting Period. No
insider dealing or any action that may injure shareholders’
interests or cause any loss of assets of the Company has
been found.

5. Connected transactions of the Company. During the
Reporting Period, the connected transactions between
the Company and all connected persons conformed
to applicable regulations under the Listing Rules.
The connected transactions were based on fair and
reasonable prices and were carried out in accordance
with the principles of reasonableness, fairness and
justice. No harm to the interests of the Company and
unrelated shareholders has been found.

6. Preparation and review of annual report of the Company.
The preparation and review procedures of the 2021
annual report of the Company conformed to all the
relevant regulations of the China Securities Regulatory
Commission and the Hong Kong Stock Exchange.
No breach of confidentiality provisions by any person
involved in the preparation or review of annual report has
been found.

In the coming year, the Supervisory Committee will continue to play
the role of supervising and monitoring with an aim to protect the
interests of all shareholders and the Company.

Chairman of the Supervisory Committee

Zhong Jigang
March 28, 2022
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To the shareholders of Nongfu Spring Co., Ltd.
(Incorporated in the People’s Republic of China with limited liability)

OPINION

We have audited the consolidated financial statements of Nongfu
Spring Co., Ltd. (the “Company”) and its subsidiaries (the “Group”)
set out on pages 104 to 206, which comprise the consolidated
statement of financial position as at 31 December 2021, 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
a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2021, and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance
with International Financial Reporting Standards (“IFRSs”) issued
by the International Accounting Standards Board (“IASB”) and
have been properly prepared in compliance with the disclosure
requirements of Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards
on Auditing (“HKSAs”) issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”). Our responsibilities under those
standards are further described in the Auditor’s responsibilities for
the audit of the consolidated financial statements section of our
report. We are independent of the Group in accordance with the
HKICPA'’s Code of Ethics for Professional Accountants (the “Code”),
and we have 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.

3R 2021 Annual Report
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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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A ETEH(E)
KEY AUDIT MATTERS (continued)

BRETEE
Key audit matter

EMNFtNAEEFERETSR

How our audit addressed the key audit matter
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Revenue recognition and volume rebates

During the year ended 31 December 2021, the Group
recognised revenue from sales of goods amounting to
RMB29,696 million.

Revenue is recognised when the Group satisfies a
performance obligation by transferring the control of a
promised good to a customer in an amount that reflects
the consideration to which the Group expects to be
entitled in exchange for that good.

The Group also offers volume rebates, including
discounts, rebates and promotional incentives, to its
customers in the normal course of business. These
costs are accounted for as a deduction from revenue.

A large proportion of the volume rebates had not
been paid or utilised as at 31 December 2021 and the
relevant accruals are included in other payables and
accruals.
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Our audit procedures to assess revenue recognition
and volumes rebates included:

° Evaluating the design and implementation of
internal controls and testing their operating
effectiveness over revenue recognition and
volume rebates;

° Reviewing customer contracts, on a sample
basis, to identify terms and conditions relating
to the transfer of control over the products sold
and assessing the Group’s timing of revenue
recognition with reference to the requirements of
prevailing accounting standards;

° Comparing revenue transactions recorded during
the current year, on a sample basis, with invoices,
sales contracts and goods delivery notes;

o Comparing, on a sample basis, revenue
transactions recorded before and after the
financial year end date with goods delivery notes
and other relevant documentation;

IR ARER & 35 & REIT NN ET R

o FHEREBIEFIARRAT R ETT DA R A A TR e
SHE BT ET TR B RE -

o WEBHEFPAL  UHEREEHEmAEHIE
MR GRR S GR1 - AR ERITEHERNRE
FPE B B RER WA

o BREVAFEASGHWAREESR -
KB G BT TR

HEAK

o BRINMBFHEARRESHRAREEEN
HAb AR XA ETT RS

08 / mXWRKRHHRAE NONGFU SPRING CO., LTD.

3R 2021 Annual Report




B2 #E () INDEPENDENT AUDITOR’S REPORT (continued)

A ETEH(E)
KEY AUDIT MATTERS (continued)

BREEBE(E)
Key audit matter (continued)

BRANETNARERRETEE(E)
How our audit addressed the key audit matter
(continued)

Yas e R 5 E 2 BT 1 (48)

Revenue recognition and volume rebates (continued)
We identified revenue recognition and volume rebates
as a key audit matter because 1) there was a huge
volume of revenue transactions generated from sales
of different kinds of products to a large number of
customers, including direct customers and distributors
in many different locations; and 2) the amounts of
volume rebates were significant to the Group’s gross
profit and it involved significant estimates in determining
certain volume rebates granted to major customers.

The related disclosures are included in notes 2.4, 3, 5,
25 and 26 to the consolidated financial statements.
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Our audit procedures to assess revenue recognition
and volumes rebates included: (continued)

° Reviewing underlying documentation on a sample
basis, for manual journal entries relating to
revenue raised during the year;

° Reviewing the Group’s assessment of expected
volume rebates and the sales discount and rebate
payables, checking the Group’s historical data for
volume rebates and comparing the actual volume
rebates recorded by the Group with the current
year’s sales amounts;

o Selecting samples of volume rebates for the
year and comparing each selected item with the
relevant sales contract and customer agreement,
and recalculating the sales discount and rebate
payable by the Group; and

° Comparing subsequent actual settlement of
volume rebates with the corresponding amounts
accrued as at the year end.
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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 IFRSs issued by the IASB and the disclosure
requirements of the Hong Kong Companies Ordinance, and for such
internal control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

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.

3R 2021 Annual Report
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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.

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

° Evaluate the appropriateness of accounting policies used

and the reasonableness of accounting estimates and related
disclosures made by the directors.

BXRIFRHBERLSE NONGFU SPRING CO., LTD.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL STATEMENTS

(continued)
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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 concemn.

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.

Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities within
the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision
and performance of the group audit. We remain solely
responsible for our audit opinion.

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

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence
and 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

PEIS applied.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL STATEMENTS
(continued)

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 Yin Guowei.

Ernst & Young
Certified Public Accountants

Hong Kong

28 March 2022
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mERER
CONSOLIDATED STATEMENT OF PROFIT OR LOSS

BZE2021F12A31HLFEE
Year ended 31 December 2021

2020%F
2020
Lo ARETT
Notes RMB’000
Wz REVENUE 5 29,696,406 22,877,297
SHEAA Cost of sales (12,040,188) (9,368,970)
ES| Gross profit 17,656,218 13,508,327
HoAth WA B ez Other income and gains 6 873,562 640,941
HE MDY Selling and distribution expenses (7,233,070) (5,510,507)
THFX Administrative expenses (1,750,929) (1,324,448)
HFs Other expenses 6 (138,536) (249,097)
B 5 Finance costs 8 (52,945) (78,963)
RREE AR R PROFIT BEFORE TAX 7 9,354,300 6,986,253
Frefifx Income tax expense 11 (2,192,506) (1,708,827)
FREF PROFIT FOR THE YEAR 7,161,794 5,277,426
SARIER AFEML Attributable to owners of the parent 7,161,794 5,277,426
BAREBEEERFEA  EARNINGS PER SHARE
EiLheRER ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE PARENT
BERKESS Basic and diluted
F AR A For profit for the year RMBO0.64 RMBO0.48
13 ARM0.64 AER#0.48
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mEZHEBER
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

BZE2021F12831HLEE
Year ended 31 December 2021

20204
2020
AREFIT
RMB’000
F W& Profit for the year 7,161,794 5,277,426
Hit2HEER OTHER COMPREHENSIVE LOSS
AR B BRI ES D EEEZMNHE  Other comprehensive loss that may be
2T E1E reclassified to profit or loss in
subsequent periods:
MEH =R Exchange differences:
HE N ESEEEL =58 Exchange differences on translation of
foreign operations (543) (1,302)
AIABERREFHETIEZRME  Net other comprehensive loss that may be
2T 1R FRE reclassified to profit or loss in
subsequent periods (543) (1,302)
FREMEEEE(BRIEEZ) Other comprehensive loss for the year,
net of tax (543) (1,302)
FREEW AT Total comprehensive income for the year 7,161,251 5,276,124
[SYNCIEZ Y= PN 2 Attributable to owners of the parent 7,161,251 5,276,124
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meBERRE
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

2021%12H31H
31 December 2021

20204
2020
BaE ARBT T
Notes RMB’000
FkRBEE NON-CURRENT ASSETS
M - BB NG Property, plant and equipment 14 12,800,140 12,591,585
HREEE Right-of-use assets 15 724,242 694,565
EEE Intangible assets 16 65,104 57,885
FET TR A 2 Deferred tax assets 17 293,090 314,633
RHESRITE BT Long-term bank deposits 23 1,121,461 -
HiIEREEE Other non-current assets 18 56,405 9,105
FERENEEATE Total non-current assets 15,060,442 13,667,773
REBEE CURRENT ASSETS
s Inventories 19 1,809,230 1,805,454
B S REWFIE KR EWEYE  Trade and bills receivables 20 476,276 357,564
FENFIE - EfbEYETE  Prepayments, other receivables
REMEE and other assets 21 558,169 909,741
AT EET AEBZMSERE  Financial assets at fair value through
BE profit or loss 22 204,754 -
BERER Pledged deposits 23 3,648 -
RE NIRTTES Cash and bank balances 23 14,783,577 9,118,880
MEVEELRT Total current assets 17,835,654 12,191,639
REAE CURRENT LIABILITIES
Z S EMAZIBRENZE Trade and bills payables 24 1,153,133 881,800
Efh e IE R EEFE R  Other payables and accruals 25 4,487,638 3,322,040
ABHBE Contract liabilities 26 2,350,952 2,247,323
PTESRIA Derivative financial instruments 27 - 7,331
STEEE Interest-bearing borrowings 28 2,500,108 2,413,957
HERE Lease liabilities 15 46,721 14,068
FERHLIR Tax payables 1,050,359 938,127
MENEEERE Total current liabilities 11,588,911 9,824,646
REBEEFHE NET CURRENT ASSETS 6,246,743 2,366,993
HEERRBERE TOTAL ASSETS LESS CURRENT
LIABILITIES 21,307,185 16,034,766
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REIEARNER(4E) CONSOLIDATED STATEMENT OF FINANCIAL POSITION (continued)

20214128318
31 December 2021

20204
2020
Bi5E ARETFIT
Notes RMB’000
FRBEE NON-CURRENT LIABILITIES
RIEW ZE Deferred income 29 264,550 267,272
RIEFTEBE Deferred tax liabilities 17 257,697 233,907
HEAE Lease liabilities 15 43,304 41,305
ERBBIEERE Total non-current liabilities 565,551 542,484
BEEFE NET ASSETS 20,741,634 15,492,282
= EQUITY
BRRHEEA Equity attributable to owners
FEERER of the parent
L Z Share capital 30 1,124,647 1,124,647
i Reserves 31 19,616,987 14,367,635
s EEE Total equity 20,741,634 15,492,282
Zhong Shanshan Zhou Zhenhua
BB BEEE
Director Director
EZE EZE
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RERERBER

BZ2021F12A31ALEE
Year ended 31 December 2021

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

SINGEIN T
Attributable to owners of the parent
ErGfE  ieRE ERREREG  RERN gt
Exchange
Capital Statutory  fluctuation Retained

reserve* reserve* reserve* earnings*
(Hys31) (Hs31) (HzE31)
(note 31) (note 31) (note 31)

ARRTR  ARRFTR  ARRTR  ARWTR  ARETR
RMB'000 RMB'000 RMB'000 RMB'000 RMB’000

8,434,304 562,323 864 5370,144  15492,282
- - - 7,161,794 7,161,794

; . 59 - )

i
Share
capital
(R
(note 30)
ARETT
RMB’000
1202141718 At1 January 2021 1,124,647
ERaT] Profit for the year -
FREMZENE - Other comprehensive income
for the year:
BEBNFRELNESZR Exchange differences on translation
of foreign operations -
EnzEkagE Total compreensive incorme
for the year -

BER00ERERE (H:E12)  Final 2020 dividend declared (note 12) -

5 g (43 7161794 7,161,251

. - - (1911809 (1,911,899)

R2021E12A31H At 31 December 2021 1,124,647

8,434,304 562,323 321 10620039 20,741,634
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REERBER () CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (continued)

BZE2021F12A31ALFE
Year ended 31 December 2021

SN

Attributable to owners of the parent

s ANGE  fERR EXRBRE  REEA a3t

Exchange
Share Capital Statutory fluctuation Retained
capital reserve’ reserve’ reserve’ eamings” Total

(MtsE0) (Rizta1) (Rzta1) (Fiza1)
(note 30) (note 31) (note 31) (note 31)
ARETT  AREfR  ARETR  ARBTT AREfT ARETR
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

#R2020E1A1R At 1 January 2020 360,000 164,901 180,000 2,166 9,174,801 9,881,868
ERHEH Profit for the year - - - - 5,277,426 5,277,426
FREMZENE - Other comprehensive income for

the year.
BEENEREENERER Exchange differences on translation

of foreign operations - - - (1,302 - (1302)
EREENGEE Total comprehensive income for

the year - - - (1302 527,426 5,276,124
EER0I9ERERE (H:512)  Final 2019 dividend declared (note 12) - - - - (79797600 (7,979.,760)
g (Ris12) Stock dvidends (note 12) 720,000 - - - (720,000) -

REBBRA LEETHR Issuance of H shares upon isting on the

(Pr3¥30) Hong Kong Stock Exchange (note 30) 4647 8269403 - - - 8314050
FTNERRE Provision for stafutory surplus reserve - - 382,323 - (382,323) -
R2020F12A318 At 31 December 2020 1,124,647 8,434,304 562,323 864 53710144 15,492,282
* ZERBREESAVBRARNGEHE ~ These reserve accounts comprise the consolidated reserves of

AR #19,616,987,0007T (2020 F : AR RMB19,616,987,000 (2020: RMB14,367,635,000) in the consolidated
14,367,635,0007T) ° statement of financial position.
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RERERER
CONSOLIDATED STATEMENT OF CASH FLOWS

BZE2021F12831HLEE
Year ended 31 December 2021

20204F
2020
iyt AR®EFT
Notes RMB’000
RETHHBRERE CASH FLOWS FROM OPERATING ACTIVITIES
BREE AR Profit before tax 9,354,300 6,986,253
BTy RIBEH R Adjustments for:
nE - BERRERE Depreciation of property, plant and equipment 7 2,287,083 1,871,177
FREEERE Depreciation of right-of-use assets 7 83,123 41,437
B EEEN Amortisation of intangible assets 7 7,980 12,834
BATEABRENSREVEE  Fairvalue gains on financial assets at

NEEWE fair value through profit or loss 6 (4,754) -
HEWE  BEREHERR Losson disposal of items of property,

g} plant and equipment 6 9,803 2361
HETET B Gain on disposal of derivative instruments 6 (7,331) (3,759)
FISUA Interest income 6 (330,656) (147,893)
2 2 W SIERE Impairment of trade receivables 7 11,401 2,903
TAREUE - HtERZERE  Write-back of impairment of financial assets

BETRHEEERER in prepayments, other receivables and

@l other assets 7 (2,654) (960)
REREANET R Deferred income recognised in profit or loss 29 (23,785) (45,597)
NHER Finance costs 8 52,945 78,963
HERB AT Gain on disposal of subsidiaries 32 = (1,621)
SEEE Foreign exchange loss 115,632 241,604

11,553,087 9,037,702
FER Increase in inventories (3,776) (78,113)
B oW ZIE R EIREEE ) Increase in trade and bills receivables (130,113) (118,753)
FENTIE - HHEWTIER Decrease in prepayments, other receivables
HEERD and other assets 381,622 104,157
BHENFIEREMNREEM  Increase in trade and bills payables 271,333 163,003
HupE R FuE R Est 2 i) Increase in other payables and accruals 1,063,385 457,073
AUBERN Increase in contract liabilities 103,629 170,384
B MEI N Increase in pledged deposits (3,648) _
TSR T AEEN Increase in derivative financial instruments - 11,000
REMBRS Cash generated from operations 13,235,519 9,746,543
BRFER Income tax paid (2,034,681) (1,386,300)
EURERFILE, Interest received 252,269 147,893
BAFIE Interest paid (52,837) (78,963)
ReSTEERSRERE Net cash flows from operating activities 11,400,270 8,429,173
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FEHEMRER (M) CONSOLIDATED STATEMENT OF CASH FLOWS (continued)

BZE2021F12A31ALFEE
Year ended 31 December 2020

2020F
2020
iyt AREFT
Notes RMB’000
RETDERERE CASH FLOWS FROM INVESTING ACTIVITIES
EEWE BERZREEE  Purchases of items of property,
plant and equipment (2,462,418) (2,236,039)
R REIEED Redemption on maturity of structured deposits - 200,000
Hj’ﬂ%% = &% HETE Proceeds from disposal of items of property, plant
S IE and equipment 11,890 74,314
BEEYEE Purchases of intangible assets (15,199) (12,030)
Wemy S E RS HE Proceeds from disposal of intangible assets - 1,152
BEGREEE—THERE  Purchases of right-of-use assets - land use rights (10,545) (31,193)
WEE - BRE MR EBHIBT  Receipt of government grants for property,
wHE plant and equipment 21,063 64,781
;?/‘Hﬁzﬁﬁﬁtﬁ ZHHA={EA Increase in bank deposits with original maturity of
DA BRI TR R0 A0 more than three months when acquired (13,105,840) (3,090,361)
REANERRFERHMEA  Withdrawal of bank deposits with original maturity
=AU EMIBTER of more than three months when acquired 10,445,298 300,000
ﬁ% Tﬁ’&?f s AIBEE A Purchases of financial assets at fair value through
profit or loss (200,000) -
ﬁ‘ﬂﬁ}*‘ Disposal of subsidiaries 32 - 72,682
REZEHTAESARETHE  Net cash flows used in investing activities (5,315,751) (4,656,694)
ﬂﬁ%ﬁﬁﬂ%lﬁﬁzﬁé CASH FLOWS FROM FINANCING ACTIVITIES
Dividends paid (1,911,899) (7,979,760)
1 g tﬁ @ fEE Repayment of interest-bearing borrowings (2,943,957) (2,850,000)
Bps P“’“ e Proceeds from interest-bearing borrowings 3,030,000 4,263,957
%*ﬂHHxFﬁ?%?k Proceeds from issuance of H shares - 8,542,860
SUNE L5 Payment of issue expense - (228,810)
HENTOALE D Principal portion of lease payments (67,603) (32,443)
BEEE (FTA)/Fis Net cash flows (used in)/from financing
BEREFHE activities (1,893,459) 1,715,804
RERRLEEYEMEE  NET INCREASE IN CASH AND
CASH EQUIVALENTS 4,191,060 5,488,283
FPRE MIRE {E ) Cash and cash equivalents at beginning of year 6,055,981 783,142
AN PE R & ”EJJE’] - Effect of foreign exchange rate changes (59,145) (215,444)
ERRERALEEN CASH AND CASH EQUIVALENTS
AT END OF YEAR 10,187,896 6,055,981
BERBSSEYEIHM  ANALYSIS OF BALANCES OF CASH
AND CASH EQUIVALENTS
RITRE Cash at bank 23 5,718,886 5,550,997
BHRITER Short-term bank deposits 23 9,064,691 3,567,883
REBFITERER Long-term bank deposits 23 1,121,461 -
i) Wkﬁiﬁ’illﬁﬁﬁ’]ﬁﬁﬂ%ﬁ T Long-term bank deposits and cash and bank
;E%@T KA RIR & RIRTT balances as stated in the statement of financial
position 23 15,905,038 9,118,880
/JEJ@ l? EEEAR Less: Bank deposits with original maturity of more
=ERULERRITER than three months (5,717,142) (3,062,899)
REEREXRIENRS K  Cashand cash equivalents as stated in the
fﬁ‘fﬁ% ) statement of cash flows 10,187,896 6,055,981
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112/

B REERAR BRE

NOTES TO FINANCIAL STATEMENTS

2021%12H31H
31 December 2021

1. QEAIREEER
BRILEBMDAERAFR2001F6 A
27BEPEARLME([FE]) M
RSz N B RS » R2020%F9A8H - AR
RAIRBRBEZSMBRAR(EE
B A2 BT )) 2R LT (AR 157 9638,
HK) o 571 9% 5 52 s 1k 24 45T & AN

CORPORATE AND GROUP INFORMATION

Nongfu Spring Co., Ltd. was incorporated and registered in the
People’s Republic of China (the “PRC”) on 27 June 2001. On 8
September 2020, the Company was listed on the Main Board
of the Stock Exchange of Hong Kong Limited (the “HKSE”)
(stock code: 9633. HK). The address of the registered office is
No. 181, Geyazhuang Road, Xihu District, Hangzhou, Zhejiang

meEBEREFIE1815 -

REBSEATEEER

- SERHEEBRSAKERE

- HEREmM

e

ERERR  RAARMEZERA R R&
BRERAFREBEERRAF - ZA
BIRAH BEM AL ©

MELTHER
AR EEZMBARFBEHININAT -

Province.

The Group was involved in the following principal activities:

- Production and sale of packaged water and beverage

- Sale of agricultural products

In the opinion of management, the holding company and the
ultimate holding company of the Company is Yangshengtang
Co., Ltd., which is incorporated and registered in the PRC.

Information about subsidiaries

Particulars of the Company’s principal subsidiaries are as

follows:
FMRYL ERR ERITEE/
£ ReEwERAH AMBRE AAREEEZEIE FEXB
Place and date
of incorporation/ Issued ordinary/ Percentage of
registration and registered equity attributable
Name business share capital  to the Company Principal activities
H# R
Direct  Indirect
Shanghai Nongfu Spring Drinking ~ PRC/Mainland China RMB1,000,000 100% N/A  Sale of packaged water
Water Company Limited 4 September 1997 and beverage
(‘EERERILURFAKERAR)
FERRILRHRAKERAF hE R E R, AR #1,000,0007T 100%  NER HELRKAKREH
19979 H4H
Nongfu Spring Hangzhou PRC/Mainland China RMB171,000,000 100% N/A Production of packaged
Thousand-Island Lake Drinking 3 August 1999 water and beverage
Water Company Limited
(‘BRURAM TS
FRKBRATF)
BRILFMNTEPRAK hE/ R ER, AR#171,000,0007T 100%  NER EEDEKEKRSEH
ARAF 199948 H3H
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B SR 2R FIE () NOTES TO FINANCIAL STATEMENTS (continued)

20214128318
31 December 2021

1. REIREEER(E) 1. CORPORATE AND GROUP INFORMATION
(continued)
B A TR ER () Information about subsidiaries (continued)
RARHETENEB A RIGFIEHEY 0 Particulars of the Company’s principal subsidiaries are as
T (#) follows: (continued)
S, Bk ERTLE/
8 RE®BRBE HMRA KAREERRE S TEEE
Place and date
of incorporation/ Issued ordinary/ Percentage of
registration and registered equity attributable
Name business share capital to the Company Principal activities
HiE GES

Direct  Indirect

Nongfu Spring Jilin Changbai PRC/Mainland China RMB138,000,000 100% N/A  Production of packaged
Mountain Company Limited 26 June 2001 water and beverage
(‘BRUREHRKRBILARAR)

BRURERRALARRA HE/ R ER, AR ™138,000,0007T 100%  TEA HEBRKAKRSKH

200146 H26H
Nongfu Spring Zhejiang Thousand-  PRC/Mainland China RMB111,800,000 100% N/A  Production of packaged
Island Lake Company Limited 23 July 2003 water and beverage

(BRI TEHRERAA)
BRILFHITERERAF FE/FER ARK111,800,000C  100%  NEA AEEBEHKAKREH

200347 H23H
Nongfu Spring Guangdong Wanlv ~ PRC/Mainland China RMB50,000,000 100% N/A  Production of packaged
Lake Company Limited 7 April 2004 water and beverage
(BRURBREZHERAR)
BRUREREZNERDA FRE/ BN, AR#50,000,0007T 100%  TEA HEBRKAKRSKH
2004F4A7H
Xinjiang Nongfu Base Manas Food ~ PRC/Mainland China RMB25,000,000 100% N/A  Production of packaged
Company Limited 9 February 2006 water and beverage
(FBEREMBALRR
BRAR)
HREXEMBANRGERLAR  HE/PEAM AR#25,000,0007T 100%  TEA HEBRKAKRSKH
20062 H9H
Nongfu Spring (Jiande) Xin’an River  PRC/Mainland China RMB190,000,000 100% N/A  Production of packaged
Beverage Company Limited 9 November 2006 water and beverage
(‘BRILR (@) R T8k
BRAA)
BRIR (2T HRK HE/ R, AR ®190,000,0007T 100%  TEA HEBRKAKRSH
BRAR 200611 A9H
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B R ML (&) NOTES TO FINANCIAL STATEMENTS (continued)

2021%12831H
31 December 2021

1. REIREEER(E) 1. CORPORATE AND GROUP INFORMATION
(continued)
B A TR ER () Information about subsidiaries (continued)
RARHETENEB A RIGFIEHEY 0 Particulars of the Company’s principal subsidiaries are as
T (#) follows: (continued)
S, Bk ERTLE/
8 RE®BRBE HMRA KAREERRE S TEEE
Place and date
of incorporation/ Issued ordinary/ Percentage of
registration and registered equity attributable
Name business share capital to the Company Principal activities
HiE G

Direct  Indirect

Nongfu Spring (Chun’an Pingshan)  PRC/Mainland China RMB30,000,000 95% 5%  Sale of packaged water
Company Limited 26 December and beverage
(‘BRILR OFRIIL) BRAF) 2006

BRUROCELIFL)ARRA BB, AR #30,000,0007T 95% 5% SHEBERAKREE

2006F 12 4268

Nongfu Spring (Chun’an Tea PRC/Mainland China RMB65,000,000 100% N/A  Production of packaged
Garden) Company Limited 26 December water and beverage
(‘BRILR (2RARE) BBAR") 2006

BRUROELRE)ARRA B/, AR #65,000,0007T 100%  TEA HEBRKAKRKH

2006F 12 A26H

Nongfu Spring Sichuan Emei PRC/Mainland China RMB20,000,000 100% N/A  Production of packaged
Mountain Beverage Company 27 November water and beverage
Limited 2008
(‘BRLRINEE L
FRABRDRD)

BRILRM)IEELFHERAR  RE/ RN AR #20,000,0007% 100%  TEA HEBRKAKRSKH

2008411 A27H

Nongfu Spring Hubei DanJiangKou  PRC/Mainland China RMB116,000,000 100% N/A Production of packaged
(Xincheng) Beverage Company 29 June 2009 water and beverage
Limited
(‘RRLFMIFTA G
FEBRRED)

BRIS AT AG) hE R ER, ARH116,000,0007C 100%  NER AEDERFKREH
S BRAT] 200946 A29H
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B SR 2R FIE () NOTES TO FINANCIAL STATEMENTS (continued)

20214128318
31 December 2021

1. DAR&EEER(E) 1. CORPORATE AND GROUP INFORMATION
(continued)
MEBATINER (&) Information about subsidiaries (continued)
RARHETENEB A RIGFIEHEY 0 Particulars of the Company’s principal subsidiaries are as
T (&) follows: (continued)
BRI BER ERITLE/
£ ReEwHRAH afRA AAREGEREOE TEER
Place and date
of incorporation/ Issued ordinary/ Percentage of
registration and registered equity attributable
Name business share capital to the Company Principal activities
HE %
Direct Indirect
Nongfu Spring Fusong Changbai PRC/Mainland China RMB246,000,000 100% N/A  Production of packaged
Mountain Natural Mineral Water 4 February 2010 water and beverage
Company Limited
(‘BRUSERRBILRA
BRKERAF)
BRISERRALRA HE/ R, AR®246,000,0007T 100%  TER HEBRKAKRSKH
BRKERAT 201052 A4H
Nongfu Spring Shaanxi Taibai PRC/Mainland China RMBG60,000,000 100% N/A Production of packaged
Mountain Beverage Company 2 September 2011 water and beverage
Limited
(‘RRILRBREAS LR
BRAF
BRILRBRAA A LR B HREIAN  ARY60,000,000T  100% NEm FEBRRAKRRE
BRAT] 201149 A2H
Nongfu Spring (Guizhou) Wuling PRC/Mainland China RMB50,000,000 100% N/A  Production of packaged
Mountain Beverage Company 23 October 2012 water and beverage
Limited
(‘RARILR (EM) BB
FEBRRED)
BRILR(EM)REILSH FRE/ B, AR#50,000,0007T 100%  TEA HEBRKAKRSKH
ARAF 20124105234
Nongfu Spring Manas County PRC/Mainland China RMB1,000,000 100% N/A  Sale of packaged water
Beverage Company Limited 21 October 2014 and beverage
(‘BRILRIEAETFZ R
BRARD)
BRILRIGMETZHREBR RERERM  ARE1,000,0007T 100% @M HEBRKAKRRHE
NG| 2014F10A21H
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B R ML (&) NOTES TO FINANCIAL STATEMENTS (continued)

2021%12831H
31 December 2021

1. AERREEER(E) 1. CORPORATE AND GROUP INFORMATION
(continued)
MEBATINER (&) Information about subsidiaries (continued)
RARHETENEB A RIGFIEHEY 0 Particulars of the Company’s principal subsidiaries are as
T (#) follows: (continued)
EMRYL ERR ERITEE/
£ ReE®BRBH AMBRAE AAREEEZEEIE FEXB
Place and date
of incorporation/ Issued ordinary/ Percentage of
registration and registered equity attributable
Name business share capital to the Company Principal activities
HiZ Lf

Direct  Indirect

Nongfu Spring (Jiande) Xin’an River  PRC/Mainland China RMB30,000,000 100% N/A Production of packaged
Drinking Water Company Limited 10 December water and beverage
(‘RRILR (BE) FOIHAK 2014
BRRE)

BRILR (B IRAK B/, AR#30,000,0007T 100%  TMER HEBRKAKRSKH
ARAF 2014F12 5108

Nongfu Spring Sichuan Beverage ~ PRC/Mainland China RMB10,000,000 100% N/A Production of packaged
Products Company Limited 31 December water and beverage
(‘BXILFm) Hﬁ)\uuﬁﬂﬁ al) 2014

BXILZM)IRMBERA FRE/ N, AER#10,000,0007T 100%  TNER EEOEKAKREE

201412 A31H

Yili Nongfu Spring Fruit Industry PRC/Mainland China RMB10,000,000 N/A 100%  Sale of agricultural
Company Limited 8 June 2015 products
cfﬂ%xmiﬁiﬁwﬂ—v

FEBRILRREBERA FEL/ B, ARE10,0000000  FEA 100% $HEREM

2015F6H8H

Xinfeng Nongfu Spring Fruit Industry PRC/Mainland China RMB10,000,000 N/A 100%  Sale of agricultural
Company Limited 27 July 2015 products
(“1*%@?@7?%%*@‘ BE al’)

FELRRILRREBERA FREL/ B, ARE10,0000000  TEA 100% $HEREM

20155 7H27H
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B SR 2R FIE () NOTES TO FINANCIAL STATEMENTS (continued)

20214128318
31 December 2021

1. AERREEER(E) 1. CORPORATE AND GROUP INFORMATION
(continued)
MEBATINER (&) Information about subsidiaries (continued)
RARHETENEB A RIGFIEHEY 0 Particulars of the Company’s principal subsidiaries are as
T (&) follows: (continued)
BEMRY BER ERITLE/
8 RE®BRBE afRA AAREGEREOE TEER
Place and date
of incorporation/ Issued ordinary/ Percentage of
registration and registered equity attributable
Name business share capital to the Company Principal activities
BHE %
Direct  Indirect
Nongfu Spring Hubei DanJiangkou  PRC/Mainland China RMB50,000,000 100% N/A  Production of packaged
(Junzhou) Beverage Company 11 July 2017 water and beverage
Limited
(‘BRILFEHIIA (9M)
FEBRRED)
BRLSHEATIAOCINZE  RE/REN AR #50,000,0007T 100% TER  EEARKBKRRE
BRAR 201787116
Nongfu Spring (Anji) Smart Life PRC/Mainland China RMB100,000,000 100% N/A  Sales of packaged
Company Limited 12 December water and beverage
(BRILR (H) BREE 2017
BRAF
BRI (ZE)CRDFERAR  FE/HEN AE#100,000,0007% 100%  TEA HEBRKAKKHEH
2017124128
Nongfu Spring (Chun’an Tea PRC/Mainland China RMB20,000,000 100% N/A Production of packaged
Garden) Beverage Company 25 October 2018 water and beverage
Limited
(‘BRILR (ERZE) 18
BRARD)
BRURCELRE)GRARAR  FE/HENM AR #20,000,0007T 100%  TEA HESEKAKREH
20184 10A25H
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2021%12831H
31 December 2021

B R ML (&) NOTES TO FINANCIAL STATEMENTS (continued)

1. REIREEER(E) 1. CORPORATE AND GROUP INFORMATION
(continued)
MEBATINER (&) Information about subsidiaries (continued)
RARHETENEB A RIGFIEHEY 0 Particulars of the Company’s principal subsidiaries are as
T (&) follows: (continued)
BEMRY BER ERITLE/
8 RE®BRBE afRA AAREGEREOE TEER
Place and date
of incorporation/ Issued ordinary/ Percentage of
registration and registered equity attributable
Name business share capital to the Company Principal activities
HE %
Direct  Indirect
Nongfu Spring Hubei DanJiangKou  PRC/Mainland China RMB10,000,000 100% N/A  Sales of packaged
Sales Company Limited 21 November water and beverage
(‘BRLFEHILIAHE 2018
BRAR)
BRUSBILAIAHEBRLDR B/ HEAM, AR#10,000,0007T 100%  TER HEBRKAKRHKH
2018F11A21H
Shanghai Nongfu Spring Supply PRC/Mainland China RMB50,000,000 100% N/A Supply chain
Chain Technology Company 16 May 2019 management
Limited
(‘EERRILRHEER
BRAR)
PERRLRBEBRRERAR  FE/HENM AR#50,000,0007T 100%  TEA HEEER
2019557 16H

RN ARBEMEXERE - PREEMAFRR
XEBIHARREEBERAZ NEFX
HREEBEMNER - ZFERAREBETEDE
BRI BREERE -

ERINTREERAETEZEFRAREIBEN
AEEEEFREABONARAMER
A EERA  RUHEMHBARNFES
LTRIEBNITE
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The English names of the companies registered in the PRC
represent the best efforts made by the management of the
Company in directly translating the Chinese names of these
companies as no English names have been registered. These
entities are limited liability enterprises established under the
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.
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B SR 2R FIE () NOTES TO FINANCIAL STATEMENTS (continued)
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BITE ST ERIBBERIEAFE
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FHHEAARE(TARKE D27 -
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HEE%E
RAEMBRREEAQRLENBA
A (HE AEE ) REE2021F12H
STHIEFENTBRE - MEBERARA
RATHENHETHNEE(BIEE
BHERE) EAEEHS2HEFIEES
Mo 2o RmAER RS = AT
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WA (B P AL ER A T EWIE
B REEEMBEEER]) - BIESE
HlRE -

HARREEREEREEG P RWRE
TR BIRFZFALERN - RIAREE
R EEEEHRRE T RAENE
SER—VNEBEEENRER 8%

(@) HFIRETHMREERE AN
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2.1 BASIS OF PREPARATION

These consolidated financial statements have been prepared
in accordance with International Financial Reporting Standards
(“IFRSs”), which comprise standards and interpretations
approved by the International Accounting Standards Board
(the “IASB”), and International Accounting Standards and
Standing Interpretations Committee interpretations approved
by the International Accounting Standards Committee and
the disclosure requirements of the Hong Kong Companies
Ordinance.

The consolidated financial statements have been prepared
under the historical cost convention, except for derivative
financial instruments and wealth management products 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
2021. 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).

When the Company has, directly or indirectly, 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:

(@  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.
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B R ML (&) NOTES TO FINANCIAL STATEMENTS (continued)

BASIS OF PREPARATION (continued)

Basis of consolidation (continued)

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.

If the Group loses control over a subsidiary, it derecognises (i)
the assets (including goodwill) and liabilities of the subsidiary,
(i) the carrying amount of any non-controlling interest and (iii)
the cumulative translation differences recorded in equity; and
recognises (i) the fair value of the consideration received, (ii)
the fair value of any investment retained and (iii) 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.

CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES

The Group has adopted the following revised International
Financial Reporting Standards (“IFRSs”) for the first time for the
current year’s financial statements.

Amendments to IFRS 9, IAS 39, Interest Rate Benchmark Reform - Phase 2

IFRS 7, IFRS 4 and IFRS 16

The revised standards have had no significant financial effect
on these financial statements.
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20214128318
31 December 2021

23 CEMEBEMREMPVEBRIKE 23 ISSUED BUT NOT YET EFFECTIVE

HE%ER INTERNATIONAL FINANCIAL REPORTING
STANDARDS

REFWARZETERE P EHA The Group has not applied the following new and revised

TEEMEEARERNH ] LEIEET IFRSs, that have been issued but are not yet effective, in these

BREF TS SR ZER o financial statements.

il el S o 2 Amendments to IFRS 3 Reference to the Conceptual Framework'

BRORRE NS0 REAE KELZREFE A% Amendments to IFRS 10and  Sale or Contribution of Assets between an Investor and
ERE S PETETIAER IAS 28 its Associate or Joint Venture?

BRI HREEAE TS FEAAP IFRS 17 Insurance Contracts?

BRGRREEAZ RG] ABAAR Amendments to IFRS 17 Insurance Contracts? ¢

ResHER BRI BRESBE G Amendments to IAS 1 Classification of Liabilties as Current or Non-current?

BReERE1IFR EiTRARE AmendmentstoIAS Tand ~ Disclosure of Accounting Policies?
BREBREEAERRE IFRS Practice Statement 2
EVil )

EReEREeEngT  EvATdER Amendments to IAS 8 Definition of Accounting Estimates?
RResteR|E10%nET  FEREE-LLHEER Amendments to IAS 12 Deferred Tax related to Assets and Liabilties arising from
BEZEERE a Single Transaction?

BReHENSI6RNBE 92 BERSE IR Amendments to IAS 16 Property, Plant and Equipment: Proceeds before
EREHRE Intended Use'
BReENZTRNLT  BEMSH-Eiahm Amendments to IAS 37 Onerous Contracts - Cost of Fulfiling a Contract'
o7y
GEGFREEN0EE B RFSENE Annual Improvements to Amendments to IFRS 1, IFRS 9, llustrative Examples
200EHEE# B BREENZG IFRS Standards 2018-2020  accompanying IFRS 16 and IAS 41!

FHFaEEAZ 1654
i e

AIENTHET
1 R2022F1 1B 2 B FHBHFEE 1 Effective for annual periods beginning on or after 1 January 2022
DEZY
2 20231 B1A R 2 &AM FEEH 2 Effective for annual periods beginning on or after 1 January 2023
DEZY
3 AR EE TR HI AR B BAE AT EE AR 3 No mandatory effective date yet determined but available for
adoption
4 B R202096 A )35 B B B 75 i 25 ZE 8| 4 As a consequence of the amendments to IFRS 17 issued in June
BATHREER] - BRI RE LR E4 2020, IFRS 4 was amended to extend the temporary exemption
FESFIANEREGRAE - A FFHRRA that permits insurers to apply IAS 39 rather than IFRS 9 for annual
7202341 51 A AR 1A A F E HiRI R periods beginning before 1 January 2023
FR B BR & 5t 4 1) 58 39 55% M FF BU B B 755
EERE
AREBEIEFEZENE REIEFT R The Group is in the process of making an assessment of the
B FS RS ER AR FEFREH & o impact of these new and revised IFRSs upon initial application.
S AEIE REBRBZSEHIT LK So far, the Group considers that these new and revised IFRSs
EET BB 75 sl 5 22 Bl A] g & ¥ K are unlikely to have a significant impact on the Group’s results
EEELSKIRNMBRDERENZ of operations and financial position.

s,
Z
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B R ML (&) NOTES TO FINANCIAL STATEMENTS (continued)

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES

Fair value measurement

The Group measures its derivative financial instruments and
equity investments 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.

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 the fair value measurement as a
whole:

Level 1 — based on quoted prices (unadjusted) in active
markets for identical assets or liabilities

Level 2 — based on valuation techniques for which the
lowest level input that is significant to the
fair value measurement is observable, either
directly or indirectly

based on valuation techniques for which the
lowest level input that is significant to the fair
value measurement is unobservable

Level 3 -

3R 2021 Annual Report



B SR 2R FIE () NOTES TO FINANCIAL STATEMENTS (continued)

2.4 BEXEFTHEME(E)
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Fair value measurement (continued)

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 re-
assessing 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.

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 asset’s recoverable amount is estimated.
An asset’s 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.

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) 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.
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24 BEBAREHBEME(E) 2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
RAEE A Related parties
AR — TM"A AT &S BB A A party is considered to be related to the Group if:
BN ER [ A
@ RGBT — s R (a)  the party is a person or a close member of that person’s
REEMFHKE - Bezh ¢ family and that person
() ok RS AR E ()  has control or joint control over the Group;
iy BEREEFERLEN (i) has significant influence over the Group; or
59
i)y AAREERAEEEAF (i) is a member of the key management personnel of
WEEEREKE the Group or of a parent of the Group;
% or
(b) HEARFE TR E (b) the party is an entity where any of the following
8 : conditions applies:
) ZEBERASEBR—% ()  the entity and the Group are members of the same
EHKE AR group;
(i) —F'EJ‘E’; RS —ER(ES (i)  one entity is an associate or joint venture of the
ERHOSQF - HEQ other entity (or of a parent, subsidiary or fellow
RSB RWB AT HBEZ subsidiary of the other entity);
NAIHABDE
(iy ZEBHEASEHABR-— (i) the entity and the Group are joint ventures of the
FE-HMAEERE same third party;
vy —HEBRE=-FEEN (v)  one entity is a joint venture of a third entity and the
BELE ME—EBR other entity is an associate of the third entity;
ZE-ZHEEMNBE A
Al
V) ZEBAAEEIEASE (V) the entity is a post-employment benefit plan for
E5 ﬁﬁ@ﬁ’]ﬁ%ﬁ%@ = the benefit of employees of either the Group or an
%A% 3 2 BB 1 R R BT entity related to the Group;
gl
Vi) ZEBX@MERIALE (v the entity is controlled or jointly controlled by a
il HFEH person identified in (a);
Vi) REOFTFMNATHZE (vii) a person identified in (a)(i) has significant influence
BRBAXEAUEBZHER over the entity or is a member of the key
(zE aLEI’Jl A)EE management personnel of the entity (or of a parent
EEBENXE of the entity); and
(vii) ZERIHEMBEENT (viil) the entity, or any member of a group of which it is a
A E A 7 RN part, provides key management personnel services
SENSARREHEIEE to the Group or to the parent of the Group.

TE/\EHE?%
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B SR 2R FIE () NOTES TO FINANCIAL STATEMENTS (continued)

2.4 BEXEFTHEME(E)
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

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. 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.

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 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

KT - rates used for this purpose are as follows:
] fhat Al 62 A S 2R At RIBREE
Category Estimated useful life Estimated residual value
Buildings 5-20 years 3%
'x 5-20%F
Machinery 5-10 years 3%
He2s 5-104F
Motor vehicles 5-10 years 3%
E 5-10%F
Furniture, fixtures and equipment 3-5 years 3%
B - KB KRS 3-5%F
Leasehold improvements Shorter of the
lease terms and 3-5 years 0%
HEMEEE THEA K 3-6%F
(ABRERE)

W9 - BFE RREEE SR RERF
AR - RIZIEE MRANEEEEEDIE
8y MEFDHHFHITE - RIrEE
AERFHRTENEZE I NEMBRFER
Tt AR (EA) o

4R 2021 Annual Report

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.

RXIWRBHHRAS NONGFU SPRING GO, LTD. /125



2021%12831H
31 December 2021

2.4 BEXEFTHEME(E)
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B R ML (&) NOTES TO FINANCIAL STATEMENTS (continued)

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Property, plant and equipment and depreciation
(continued)

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 represents buildings and machinery,
which are stated at cost less any impairment losses, and
are not depreciated. Cost comprises the direct costs of
construction. Construction in progress is reclassified to the
appropriate category of property, plant and equipment when
completed and ready for use.

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 the
acquisition. The useful lives of intangible assets are assessed
to be finite. 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 another intangible asset with a finite
useful life are reviewed at least at each financial year end.

The principal estimated useful lives of intangible assets are as
follows:

Al fLEH Al A 1 s RISAMEE
Category Estimated useful life Estimated residual value
Software 2-10 years 0%
;i 2-10%F
Mineral water mining licence Over the licence term 0%
TR KERIERT Al 78 TRl AR
Others 5-10 years 0%
EAth 5-10%
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B SR 2R FIE () NOTES TO FINANCIAL STATEMENTS (continued)

2.4 BEXEFTHEME(E)
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Intangible assets (other than goodwill) (continued)
Software

Software is stated at cost less any impairment losses and is
amortised on the straight-line basis over its estimated useful
lives of 2 to 10 years.

Mineral water mining licence
Mineral water mining licence is stated at cost and is amortised
on the straight-line basis over the licence term.

Others

Others include patents and emission right, which are stated
at cost and amortised on the straight-line basis over their
estimated useful lives 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.
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B R ML (&) NOTES TO FINANCIAL STATEMENTS (continued)

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

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.

(@  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:

Leasehold land 50 years
Office premises and plant 2-5 years
Equipment 3-7 years
Others 3-5 years

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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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Leases (continued)
Group as a lessee (continued)
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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.

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 office 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.
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B R ML (&) NOTES TO FINANCIAL STATEMENTS (continued)

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Leases (continued)

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 terms 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 to an underlying asset to the lessee are
accounted for as finance leases.

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 (“OCI”), 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.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Investments and other financial assets (continued)

Initial recognition and measurement (continued)

In order for a financial asset to be classified and measured at
amortised cost or fair value through OCI, 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.

Purchases or sales of financial assets that require delivery
of assets within a time frame established by regulation or
convention in the market place (regular way trades) are
recognised on the trade date, i.e., 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.
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B R ML (&) NOTES TO FINANCIAL STATEMENTS (continued)

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Investments and other financial assets (continued)
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 OCI. Dividends on equity
investments classified as financial assets at fair value profit or
loss are also recognised as other income in the statement of
profit or loss when the right of 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.

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 only occurs if there is either a change in
the terms of the contract that significantly modifies the cash
flows that would otherwise be required or a reclassification
of a financial asset out of the fair value through profit or loss
category.

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.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

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
(@) 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.

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.
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B R ML (&) NOTES TO FINANCIAL STATEMENTS (continued)

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

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).

At each reporting date, the Group assesses whether the
credit risk on a financial instrument has increased significantly
since initial recognition. 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 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.

3R 2021 Annual Report



B SR 2R FIE () NOTES TO FINANCIAL STATEMENTS (continued)

2.4 BEXEFTHEME(E)

TEEERE(ER)

—MR % (#E)

REHER AT ENEREEARE—
RROTEEITRE - YA BEBEE
BERODBRATEER - 1ERM X
AL TTENE 5 ERIA R & 4
BERRIN

FHEER - FERRBNSHINRLER
ZEMNeRIE - HBBERR
BREMAEARBEESEN
TBHE

FRE - ATSERNREERREESE
MELFBEERETREEN
ERTA  EFREBRASEN
HRNEERRN SR8

FoER - RESABEERENSREE
(EXFBEERRBEERE) -
HERRBRASN2HBHE
BERNMEEE

BIE%

P E A RE A D AN B R A A
TTRETNETHBERRERDZE
MEZRKFEMS - ARERAE
eI BRMEERSE - *E?Fﬁa%fl:
E - AEBTEERERERBRK
£ MEREHREBHRES EH?E,HH
FEEREIEERE AKECDR
VREEBEEEBRLRITENE
ek - WiIREH AT ENREER
EMEERBELAR -

4R 2021 Annual Report

20214128318
31 December 2021

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Impairment of financial assets (continued)

General approach (continued)

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 and contract assets which apply the simplified
approach as detailed below.

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

Stage 1 -

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

Stage 2 -

Stage 3 —  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 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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B R ML (&) NOTES TO FINANCIAL STATEMENTS (continued)

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

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, or payables, 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 bills payables,
other payables and accruals, interest-bearing borrowings,
lease liabilities and derivative financial instruments.

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 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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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Financial liabilities (continued)
Financial liabilities at amortised cost (loans and borrowings)

After initial recognition, interest-bearing loans and 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.

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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B R ML (&) NOTES TO FINANCIAL STATEMENTS (continued)

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined on a weighted average cost 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

For the purpose of the consolidated statement of cash flows,
cash and cash equivalents comprise cash on hand and
demand deposits, and short term highly liquid investments that
are readily convertible into known amounts of cash, are subject
to an insignificant risk of changes in value, and have a short
maturity of generally within three months when acquired, less
bank overdrafts which are repayable on demand and form an
integral part of the Group’s cash management.

For the purpose of the consolidated statement of financial
position, cash and bank balances comprise cash on hand and
at banks, including term deposits, and assets similar in nature
to cash, which are not restricted as to use.

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 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.

3R 2021 Annual Report



B SR 2R FIE () NOTES TO FINANCIAL STATEMENTS (continued)

2.4 BEXEFTHEME(E)

FriE®H
PSR B ¥R AV MR AR IR - B4R 18
@IMNERWIRE BBENMER - £18
SINEMEEREREREERT
R o

B AEERBE - IIREBEN &R
FHRCEMKEL LCBEMIHRE
(ERBOX) » XEBAKBERLEMER
KOMITRENE - A B
HEBRE S TS KN SHRTE -

BELEHRARMBABEEANEREAR
BERBEMNHERE N HERER
BEARAEEZ AR MA TR ZMTR
R

FrE BRRIE S ZRITHER QBT
AR - HATERRSN :

o HEEMIARMEIIRALE AL
EBAHNR ST HEARE
SEEFBEMEL - BRXS
I TR B G R hm M SRR B i
MEE &

o BMERMBARMNKRERHENRE
SANERERME - BRHEZEN
B LIRSS > MxFER
ERNA] BRI

4R 2021 Annual Report

20214128318
31 December 2021

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

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 at the end of each 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 each 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

° in respect of taxable temporary differences associated
with investments in subsidiaries, 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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B R ML (&) NOTES TO FINANCIAL STATEMENTS (continued)

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

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

° in respect of deductible temporary differences associated
with investments in subsidiaries, 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 each reporting period.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

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 the statement of profit or
loss by way of a reduced depreciation charge.

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.

Sale of goods

Revenue from the sale of goods is recognised at the point in
time when control of the asset is transferred to the customer,
generally on delivery of the goods.

Some contracts for the sale of goods provide customers with
rights of return and volume rebates. The rights of return and
volume rebates give rise to variable consideration.
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B R ML (&) NOTES TO FINANCIAL STATEMENTS (continued)

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Revenue recognition (continued)

Rights of return

For contracts which provide a customer with a right of
return the goods within a specified period, the expected
value method is used to estimate the goods that will not be
returned because this method best predicts the amount of
variable consideration to which the Group will be entitled. The
requirements in IFRS 15 on constraining estimates of variable
consideration are applied in order to determine the amount of
variable consideration that can be included in the transaction
price. For goods that are expected to be returned, instead of
revenue, a refund liability is recognised. A right-of-return asset
(and the corresponding adjustment to cost of sales) is also
recognised for the right to recover products from a customer.

Variable consideration: volume-based rebates

Retrospective volume rebates may be provided to certain
customers once the quantity of products purchased during
the period exceeds a threshold specified in the contract.
Rebates are offset against amounts payable by the customer.
To estimate the variable consideration for the expected future
rebates, the most likely amount method is used for contracts
with a single-volume threshold. The selected method that best
predicts the amount of variable consideration is primarily driven
by the number of volume thresholds contained in the contract.
The requirements on constraining estimates of variable
consideration are applied and a liability for the expected future
rebates is recognised.

Interest 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.

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).
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Share-based payments

Employees (including directors) of the Group receive
remuneration in the form of share-based payments, whereby
employees render services as consideration for equity
instruments (“equity-settled transactions”).

The cost of equity-settled transactions with employees is
measured by reference to the fair value at the date on which
they are granted. The fair value is computed based on their
most recent post-money valuations.

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 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.

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.
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B R ML (&) NOTES TO FINANCIAL STATEMENTS (continued)

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Share-based payments (continued)

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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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Other employee benefits

Pension scheme

The employees of the Group’s subsidiaries which operate in
Mainland China are required to participate in a central pension
scheme operated by the local municipal government. The
Group is required to contribute a certain percentage of their
payroll costs to the central pension scheme. The contributions
are charged to the statement of profit or loss as they become
payable in accordance with the rules of the central pension
scheme. Contributions paid for an employee are not available
to reduce the Group’s future obligations even if the employee
leaves.

Employee benefits to all eligible employees of the overseas
Subsidiaries are made in accordance with the rules set forth in
the collective labour agreement, and recorded as an expense
in the period they are due as a charge to the statement of profit
or loss.

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. Investment income earned on
the temporary investment of specific borrowings pending
their expenditure on qualifying assets is deducted from the
borrowing costs capitalised. 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.

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.
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B R ML (&) NOTES TO FINANCIAL STATEMENTS (continued)

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Foreign currencies

These financial statements are presented in RMB, which is
the Company’s functional currency. 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 each reporting period.
Differences arising on settlement or translation of monetary
items are recognised in the statement of profit or loss.

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 differences on the item whose fair value
gain or loss is recognised in other comprehensive income
or profit or loss are also recognised in other comprehensive
income or profit or loss, respectively).

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.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Foreign currencies (continued)

The functional currencies of certain overseas subsidiaries are
currencies other than RMB. As at the end of each reporting
period, the assets and liabilities of these entities are translated
into the presentation currency of the Company at the exchange
rates prevailing at the end of each reporting period and their
statements of profit or loss 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. On disposal of a foreign operation, the
component of other comprehensive income 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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B R ML (&) NOTES TO FINANCIAL STATEMENTS (continued)

SIGNIFICANT ACCOUNTING JUDGEMENT 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.

Judgement

In the process of applying the Group’s accounting policies,
management has made the following judgement, apart from
those involving estimations, which has the most significant
effect on the amounts recognised in the financial statements:

Deferred tax assets

Deferred tax assets are recognised for unused tax losses
and deductible temporary differences to the extent that it is
probable that taxable profit will be available against which the
losses and deductible temporary differences can be utilised.
Significant management judgement is required to determine
the amount of deferred tax assets that can be recognised,
based upon the likely timing and level of future taxable profits
together with future tax planning strategies. Further details are
contained in note 17 to the financial statements.

Estimation uncertainty

The key assumptions concerning the future and other key
sources of estimation uncertainty at the end of each 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.

Variable consideration for volume rebates

The Group estimates variable consideration to be included
in the transaction price for the sales of products with volume
rebates.

The Group’s volume rebates are analysed on a per customer
basis for contracts that are subject to a single volume
threshold. Determining whether a customer will likely be
entitled to a rebate depends on the customer’s historical
rebate entitlement and accumulated purchases to date.
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SIGNIFICANT ACCOUNTING JUDGEMENT AND
ESTIMATES (continued)

Estimation uncertainty (continued)

Variable consideration for volume rebates (continued)

The Group updates its assessment of expected volume
rebates yearly and the sales discount and rebate payables are
adjusted accordingly. Estimates of expected volume rebates
are sensitive to changes in circumstances and the Group’s
past experience regarding rebate entitlements may not be
representative of a customer’s actual rebate entitlements in the
future.

Provision for expected credit losses on trade receivables

The Group uses a provision matrix to calculate ECLs for trade
receivables. The provision rates are based on days past due
for groupings of various customer segments that have similar
loss patterns (i.e., by product type, customer type and rating
and other forms of credit insurance).

The provision matrix is initially based on the Group’s historical
observed default rates. The Group will calibrate the matrix to
adjust the historical credit loss experience with forward-looking
information. For instance, if forecast economic conditions
(i.e., gross domestic products, consumer price index, deposit
reserve ratio, inflation rate and rate of unemployment) are
expected to deteriorate over the next year which can lead to
an increased number of defaults in the manufacturing sector,
the historical default rates are adjusted. At each reporting date,
the historical observed default rates are updated and changes
in the forward-looking estimates are analysed.

The assessment of the correlation among historical observed
default rates, forecast economic conditions and ECLs is
a significant estimate. The amount of ECLs is sensitive to
changes in circumstances and forecast economic conditions.
The Group’s historical credit loss experience and forecast
of economic conditions may also not be representative of a
customer’s actual default in the future. The information about
the ECLs on the Group’s trade receivables is disclosed in note
20.
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B R ML (&) NOTES TO FINANCIAL STATEMENTS (continued)

SIGNIFICANT ACCOUNTING JUDGEMENT AND
ESTIMATES (continued)

Estimation uncertainty (continued)

Leases — Estimating the incremental borrowing rate

The Group cannot readily determine the interest rate implicit in
a lease, and therefore, it uses an incremental borrowing rate
(“IBR”) to measure lease liabilities. The IBR is the rate of interest
that the Group would have to pay to borrow over a similar
term, and with a similar security, the funds necessary to obtain
an asset of a similar value to the right-of-use asset in a similar
economic environment. The IBR therefore reflects what the
Group “would have to pay”, which requires estimation when
no observable rates are available (such as for subsidiaries that
do not enter into financing transactions) or when it needs to
be adjusted to reflect the terms and conditions of the lease
(for example, when leases are not in the subsidiary’s functional
currency). The Group estimates the IBR using observable
inputs (such as market interest rates) when available and is
required to make certain entity-specific estimates (such as the
subsidiary’s stand-alone credit rating).

Fair value of financial instruments

If the market for a financial instrument is not active, the Group
estimates fair value by using a valuation technique. Valuation
techniques include using recent prices in arm’s length market
transactions between knowledgeable and willing parties,
if available, reference to the current fair value of another
instrument that is substantially the same, or discounted
cash flow analyses and option pricing models. To the extent
practicable, the valuation technique makes the maximum use
of market inputs.

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 to
calculate the present value of those cash flows.
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OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised into
business units based on their services and has five reportable
operating segments as follows:

- the water products segment engages in the manufacture
and sale of natural packaged drinking water;

- the ready-to-drink tea products segment engages in the
manufacture and sale of ready-to-drink tea beverages;

- the functional drinks products segment engages in the
manufacture and sale of functional beverages;

- the juice beverage products segment engages in the
manufacture and sale of juice beverage products; and

- the other products segment engages in the manufacture
and sale of agricultural products and other beverages.

Management monitors the results of the Group’s operating
segments separately for the purpose of making decisions about
resource allocation and performance assessment. Segment
performance is evaluated based on reportable segment profit,
which is a measure of adjusted profit before tax. The adjusted
profit before tax is measured consistently with the Group’s
profit before tax except that interest income, finance costs,
other income and gains, as well as head office and corporate
expenses are excluded from such measurement. No analysis
of segment assets and liabilities is presented as management
does not regularly review such information for the purposes of
resource allocation and performance assessment. Therefore,
only segment revenue and segment results are presented.
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4. REFWBER(E) 4, OPERATING SEGMENT INFORMATION
(continued)

DI R EE Segment revenue and results
T AERNEBIRA 2RI 2 DU The following is an analysis of the Group’s revenue and results
MR EENDT by reportable segments.
BE01E Year ended
12831 HLLERE 31 December 2021
23 (fi32s) Segment revenue (note 5)
MNIEEHE Sales to extemnal customers 17,058,483 4,578,949 3,694,968 2,613,571 1,750,435 29,696,406
PHEE Segment results 6,575,332 1,832,376 1,504,995 503,257 225746 10,731,706
- Reconciliation:
FlEHA Interest income 330,656
EARDEMARYE  Other unallocated income

and gains 542,906
TEREMASEHRS  Corporate and other

unallocated expenses (2,198,023)
HEER Finance costs (52,945)
BB A& Profit before tax 9,354,300
EthrBER Other segment information
FERSH Depreciation and amortisation 995,635 298,272 244,193 203,893 141,408 1,883,401
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4. BESHERE)

DEBUNEE R A (E)
HE2020% Year ended
12R31A LR 31 December 2020

20214128318
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4. OPERATING SEGMENT INFORMATION
(continued)

Segment revenue and results (continued)

KEER DRREER VESHER HHHER EftER @t
Ready-to- Functional Juice

Water drink tea drinks beverage Other

products products products products products Total

ARRTT  AREBTT ARETR ARETT ARETR ARETR
RMBOOO ~ RMBO00  RMB'000  RMBO00  RMBOOO  RMB'0OO

7 8uE (o) Segment revenue (note 5)

FSNPR P E Sales to external customers

AEEE Segment results

#ik: Reconciliation:

FIEMA Interest income

EtARPEMARYE  Other unallocated income
and gains

TEREMASEHRS  Corporate and other
unallocated expenses

BBER Finance costs

BRBLAT Proftt before tax

At HER Other segment information
FEREH Depreciation and amortisation

I EE B ) 381 99% Uk 35 R A 5 A
REFBRANLHERSE - MALEEBRGE
99% K Al ;& R B EM B EHA R E
R o

FEERFEHR

H 220216 202012 A1 HIL & F
B BMEREASEE-—RFNHEE
FU S AN E B AU 10% A £ o
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13,966,133 3,087,631 2,791,821 1,977,227 1,004,485 22,877,297

5,064,540 1,313,510 1,079,052 394,508 156,215 7,997,820

147,893

493,048

(1,573,545)
(78,963)

6,986,253

874,012 196,955 211,714 186,249 104,041 1,572,971

Geographical information

Over 99% of the Group’s revenue and operating profits are
derived from customers based in Mainland China and over
99% of the Group’s identifiable assets and liabilities were in
Mainland China.

Information about major customers

No revenue from the Group’s sales to a single customer
amounted to 10% or more of the Group’s total revenue for
each of the years ended 31 December 2021 and 2020.
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B R ML (&) NOTES TO FINANCIAL STATEMENTS (continued)

5. W 5. REVENUE

WD HTAT - An analysis of revenue is as follows:
20204
2020
ARBET T
RMB’000

KEEFEAIBI Wz Revenue from contracts with customers

HEE G Sales of goods 29,696,406 22,877,297

it Ui R ) By D S A R M D 36
[BITSHE RN B maBOERS 26
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S AR —ARNBORAENE -
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The timing of the above revenue recognition is when the
performance obligations of sales and delivery of goods are
satisfied at a point in time.

The performance obligation is satisfied upon delivery of
goods and payment in advance is normally required, except
for customers with credit terms, where payment is generally
due within 30 days, and extended up to 90 days for major
customers. Some contracts provide customers with a right
of return and volume rebates which give rise to variable
consideration.

The Group has no revenue contract that has an original
expected duration of more than one year, thus management
has applied the practical expedient under IFRS 15 and is not
required to disclose the aggregate amount of the transaction
prices allocated to the performance obligations that are
unsatisfied or partially satisfied as of the end of the reporting
period.
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OTHER INCOME AND GAINS, AND OTHER

EXPENSES
2020
2020
BisE AREFIT
Notes RMB’000
Hiug A Other income
T B Se Fi AL Government grants and
subsidies
Bz A S related to income 0] 324,271 349,737
HEERE related to assets (ii) 23,785 45,597
FEMA Interest income 330,656 147,893
HEBA Income from compensation 21,168 19,180
SHE R Sales of scraps 83,731 56,043
783,611 618,450
g Gains
BAFETABEN Fair value gains on financial
eREEQATAEKS assets at fair value through
profit or loss 4,754 -
PTHET AR EWE Fair value gains on derivative
instruments 7,331 3,759
S B A RS Gain on disposal of subsidiaries - 1,621
A Others 77,866 17,111
89,951 22,491
873,562 640,941
Hipsx Other expenses
P& 5 E5 18 55 Foreign exchange loss, net (116,619) (240,298)
S=EN Donations (1,996) (4,929)
HEME - BER Loss on disposal of items of
RBIEE MEE property, plant and equipment (9,803) (2,361)
EAth Others (10,118) (1,509)
(138,536) (249,097)

(i

SR B 2 U B S A A O IR T 4R B B
R RSB RFMERT HEAK
B F BB E AR - 2 FE
sSARRITE BN LB 2 F RV R EIRER
WEER - WREZEHB AR ARME
WPF s E TR -

AEED KR EIEE S ERMARNE
TR - B8 7 1R R e Bh FE AR R
EEMAERFHANMEERTHER -
B E AR SR B A RIS B M RE
29 °
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The government grants and subsidies related to income have been
received to reward for the contribution to the local economic growth.
These grants related to income are recognised in the statement of
profit or loss upon receipt of these rewards. There are no unfulfilled
conditions or contingencies relating to these grants.

The Group has received certain government grants related to the
investments in production bases. The grants related to assets were
recognised in the statement of profit or loss over the useful lives of
relevant assets. Details of these grants related to assets are set out
in note 29.
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7. BBADEFR 7. PROFIT BEFORE TAX
REBKRBADERN DG, (GTA)T The Group’s profit before tax is arrived at after charging/
PFIRIEFE ¢ (crediting):
20204
2020
BfaE ARBT T
Notes RMB’000
FEHEERK A Cost of inventories sold* 12,040,188 9,368,970
ME - BENMEEITE Depreciation of property, plant and
equipment 14 2,287,083 1,871,177
FRAEEENE Depreciation of right-of-use assets 15 83,123 41,437
ER B Amortisation of intangible assets** 16 7,980 12,834
BTHRAFAZ(BE Employee benefit expenses

BENTBITHAE  (including directors’ and chief

M (FEE9)) - executive’s remuneration (note 9)):

TERFE Wages and salaries 2,494,041 1,805,991
BIREET &I - 12 Pension scheme contributions,
S F A F social welfare and other welfare** 387,496 204,273
I N Research and development costs 124,912 133,633
T HITAE RIKEEE Expenses relating to short-term leases
ERESENER and leases of low-value assets 191,190 160,825
2 5 WA R E Impairment of trade receivables 20 11,401 2,903
JEfTEIE - EAb e Write-back of impairment of financial
BEREMEE S  assets included in prepayments,
AR EEE other receivables and other assets 21 (2,654) (960)
TSR T AENYE  Fairvalue gains on derivative financial
Ias instruments 27 7,331 3,759
AT ES ABZER4 Fair value gains on financial assets at
BEEAT G fair value through profit or loss 4,754 -
¥ R BN Auditor’s remuneration 6,789 5,377
shili 53 Listing expenses = 58,733
* FEIHERABIFRYE « BE R * Cost of inventories sold include expenses relating to depreciation
e  FREEENERE INAEH of property, plant and equipment, depreciation of right-of-use
MY EMEREE LR SERAT SR assets and staff costs, which are also included in the respective
PRV MERER o total amounts disclosed separately above for each of these types of
expenses.

** HE2021F K2020F12 A1 AL FE ** The amortisation of intangible assets for the years ended 31
WEFEERET AZEBRERNITR December 2021 and 2020 is included in administrative expenses in
F ° the consolidated statement of profit or loss.

e RNEEEEE R AEREIR A ETOKTE ***  There are no forfeited contributions that may be used by the Group as
2B WARFK o the employer to reduce the existing level of contributions.
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8. HMKEH 8. FINANCE COSTS
I ERSHTT ¢ An analysis of finance costs is as follows:
20204
2020
ARETF T
RMB’000
FFEEERNFE Interest on interest-bearing borrowings 47,565 76,089
HEABNNE Interest on lease liabilities 5,380 2,874
52,945 78,963
9. EERFEITHRAEHMH 9. DIRECTORS’ AND CHIEF EXECUTIVE’S

FREZREZTHRAENEHH IR
B EMHRA - FAERQEEHIFE383(1)

o) ORNERAF(HREEZEEF
AR B ZIROIEEE - FHFOT

(@)

REMUNERATION

Directors’ and chief executive’s remuneration for the year
disclosed pursuant to the Listing Rules, section 383(1)(a), (b),
(c) and (f) of the Hong Kong Companies Ordinance and Part 2
of the Companies (Disclosure of Information about Benefits of
Directors) Regulation, is as follows:

20204

2020

AREFIT

RMB’000

we Fees 780 620
Hibi e Other emoluments

e Salaries 9,134 7,847

EREBAEAT Performance related bonuses 6,372 5,858

RINESFHEMER Pension scheme contributions 403 279

15,909 13,984

16,689 14,604
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9. EERFEITBAEHFMGE) o

(@) BIFHTES
FAZNTFEIIERITEEHE

Bt #% R & ML (48) NOTES TO FINANCIAL STATEMENTS (continued)

DIRECTORS’ AND CHIEF EXECUTIVE’S
REMUNERATION (continued)

(@) Independent non-executive directors
The fees paid to independent non-executive directors

BRI during the year were as follows:
2020
2020
Bt ARBFT
Notes RMB’000
BIREAE Mr. Lu Yuan 260 210
H@EkE Mr. Yang, Lei Bob 260 210
Stanley Yi Changst4  Mr. Stanley Yi Chang i 260 180
FHEREE Mr. Li Weisen i - 20
780 620

0] Stanley Yi Chang %t £ 20204
3A6HEZIT -

(i) HFRCER 201456 A30B &
AT - WH202053 56 AEHT °

FABRERBLIFNTES N
EME 4 (20204 : &) o
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(i) Mr. Stanley Yi Chang was appointed on 6 March 2020.

(i) Mr. Li Weisen was appointed on 30 June 2014 and resigned
on 6 March 2020.

There were no other emoluments payable to the

independent non-executive directors during the year
(2020: Nil).
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(b) EETHAE - HITESRFY

20214128318
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DIRECTORS’ AND CHIEF EXECUTIVE’S
REMUNERATION (continued)

(b) Chief executive, executive directors and non-

TE=E executive directors
20214 2021
fidzE
Note
TETHAEFHTT Chief executive and
- executive director:
BB EE Mr. Zhong Shanshan 2,040 1,460 - 3,500
HTES: Executive directors:
BAhkE Mr. Zhou Li 1,739 1,405 103 3,247
BAEEZL Ms. Zhou Zhenhua 1,850 1,795 139 3,784
BRESE Mr. Guo Zhen 1,439 520 - 1,959
BREE Mr. Liao Yuan i 1,345 794 103 2,242
FHITESE: Non-executive director:
Zhong ShuZi%t%  Mr. Zhong Shu Zi 721 398 58 1,177
9,134 6,372 403 15,909
EREY  REKEE
e (TEAT R A&t
Performance- Pension
related scheme
20205 2020 Salaries bonuses  contributions Total
BiazE AREFT ARETT ARETT ARETR
Notes RMB’000 RMB’000 RMB'000 RMB’000
TEATBAER Chief executive and executive
FRTES director:
EBRREE Mr. Zhong Shanshan 2,040 1,460 - 3,500
HTES: Executive directors:
BHkaE Mr. Zhou Li 1,427 1,000 87 2,514
ELMEE Mr. Zhong Jigang 190 167 - 357
BAEELL Ms. Zhou Zhenhua 1,478 1,750 83 3,311
PREAE Mr. Guo Zhen 992 565 - 1,557
BREE Mr. Liao Yuan i 1,000 752 87 1,839
FHTESE: Non-executive director:
Zhong ShuZise#E  Mr. Zhong Shu Zi 720 164 22 906
7,847 5,858 279 13,984

4R 2021 Annual Report

RXIWRBHHRAS NONGFU SPRING Co., LTD. /159



B R ML (&) NOTES TO FINANCIAL STATEMENTS (continued)

2021%12831H
31 December 2021

9. EERFTETHAEEHM(E) 9. DIRECTORS’ AND CHIEF EXECUTIVE’S
REMUNERATION (continued)

(b) EETBAE - HITEEREH (b) Chief executive, executive directors and non-
TESE(E) executive directors (continued)
() $B4C M S £ R 201969 A3 H & [0) Mr. Zhong Jigang was appointed on 3 September 2019 and
ZAT - WH2020F3 A6 A BT © resigned on 6 March 2020.
(ii) BREER2020F3A6HEEL (ii) Mr. Liao Yuan was appointed on 6 March 2020.
-
FAMBESHETETHAEBRER There was no arrangement under which a director
B B B EE 1A 37 B /) &2 BE (2020 4F - or the chief executive waived or agreed to waive any
/) e remuneration during the year (2020: Nil).

10. ZBERaHFMES 10. FIVE HIGHEST PAID EMPLOYEES
FALEERTHNEERIE=4 The five highest paid employees during the year included three
(2020%F : —ZR)EE  HFMFFBHE (2020: three) directors, details of whose remuneration are set
R EXHIEED o WIARFESHEE out in note 9 above. Details of the remuneration for the year of
ITEA BRI TME (20204 : M%&) the remaining two (2020: two) highest paid employees who are
= E R B FRMEBEBLT neither a director nor chief executive of the Company are as

follows:
20204
2020
ARBT T
RMB’000
e Salaries 2,469 2,427
EREEBAIEAT Performance-related bonuses 2,134 1,866
RSB Pension scheme contributions 198 111
4,801 4,404
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20214128318
31 December 2021

10. EEEEFMES (&) 10. FIVE HIGHEST PAID EMPLOYEES (continued)
HMNFATHENIFEENIEFETE The number of non-director and non-chief executive highest
THA B RS HIMEES AZT : paid employees whose remuneration fell within the following

bands is as follows:

BEAE
Number of employees
20204
2020
2,500,001 523,000,000/ 7T HKD2,500,001 to HKD3,000,000 1 2
3,000,001 7T £ 3,500,000/ 7T HKD3,000,001 to HKD3,500,000 1 -
2 2
11. FiB8#H 11. INCOME TAX
20204
2020
AREFIT
RMB’000
BHA —p Current - PRC
FEEA Charge for the year 2,123,838 1,607,641
BAFERETR Under-provision in prior years 23,259 3,752
BIHR — HAb B AR [R Current — Other jurisdictions 76 -
PEIE(FIFE17) Deferred (note 17) 45,333 97,434
&t Total 2,192,506 1,708,827
ANEFERTEEERESNSKKE The Group is subject to income tax on an entity basis on profits
REBERE QAR GEMEEL T RDE arising in or derived from the jurisdictions in which members of
R AR T BN TSR - the Group are domiciled and operate.
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11. 8% (&) 11.

Gl A
BREB(PEARAMBEEMBTE)
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FTSHIB R R25% RIFFAUT R
TRRE °

RAFE - R BB AR #ETE
EMSHBEE B25% o B IE K
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B KRR A E BE P 30K 7 B 8
BAEBHRKNBEREENBN) (M
[2011]585%) » RLFA A B 75 5640 [ K 5%
BREXCE  HFBHEEXTEE
U ER (S B EATO% A L HY -
R201141 B 1B E2020%F12A31H
10F8if - BEZHE15%NEERMEF
B R - BIEN20205F 4 B 2 H9( B
RIEE TS AFI B B EE R
NEY B [20201235%) © HERAMB A
AN EEEE T SEBWERNT K
FEANGLERZBTE0%IA LAY
202191 1B Z=2030F 12 531 H
10 HiR - BEZE15%NEEME
PBE o

H E20204F 2021 F12 A31 H IFF
B AEBEETHENEARERR
BleFmmtEl RALEE=S=S
15%MEEMESHME - BEERE
= F P EABT G ERR -

AEBEETHEMBARKEERK
X VARFEREMRH

EEFEH
HZE20204F 2021 F12 A31 H IFF
B REBEEMETERB ST
JEIR16.5% M5 T B R M BE B FIE
i o R AEBR2020F T R E S
EXEMAERBRTN - S\ E S
RSB -
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INCOME TAX (continued)

PRC corporate income tax

Under the Law of the PRC on Enterprise Income Tax (the “EIT
Law”) and Implementation Regulation of the EIT Law, the EIT
rate of the Group’s PRC subsidiaries is 25% unless subject to
tax exemption set out below.

The statutory PRC enterprise income tax for the PRC
subsidiaries is 25% for the year. According to the Tax Relief
Notice (Cai Shui [2011] no.58) on the Grand Development
of Western Region jointly issued by the Ministry of Finance,
the State Administration of Taxation and China Customs,
enterprises located in the western region of the PRC with over
70% of the principal revenue generated from the encouraged
business activities were entitled to a preferential income tax
rate of 15% for 10 years from 1 January 2011 to 31 December
2020. Pursuant to Tax Relief Notice (Cai Shui [2020] no.23)
issued in April 2020, each of the relevant subsidiaries is
subject to a preferential tax rate of 15% from 1 January 2021
to 31 December 2030, when the principal revenue from the
encouraged business exceeds 60% of its total revenue in a
fiscal year.

Certain of the Group’s PRC subsidiaries are accredited as “High
and New Technology Enterprise” and were therefore entitled
to a preferential income tax rate of 15% for the years end 31
December 2020 and 2021. Such qualifications are subject to
review by the relevant tax authority in the PRC for every three
years.

Certain of the Group’s PRC subsidiaries are engaged in
agriculture and entitled to the tax exemption on agricultural
products.

Hong Kong profits tax

The statutory rate of Hong Kong profits tax was 16.5% for the
years ended 31 December 2020 and 2021 on the estimated
assessable profits arising in Hong Kong. No provision for Hong
Kong profits tax was made as the Group had no assessable
profits arising in Hong Kong in 2020.

3R 2021 Annual Report



11. 8% (&)
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B SR 2R FIE () NOTES TO FINANCIAL STATEMENTS (continued)

11. INCOME TAX (continued)

Income tax for other jurisdictions
The Group’s tax provision in respect of other jurisdictions has
been calculated at the applicable tax rates in accordance with

20214128318
31 December 2021

the prevailing practices of the jurisdictions in which the Group

operates.

A reconciliation of the tax expense applicable to profit before
tax at the statutory rate for the jurisdiction in which the
Company and the majority of its subsidiaries are domiciled to
the tax expense at the effective tax rate, and a reconciliation of

R RAEBREDT - the statutory tax rate to the effective tax rate are as follows:
20204
2020
AREFIT
RMB’000
R B A A Profit before tax 9,354,300 6,986,253
#25% M B> SRS HE Tax at the PRC corporate income tax rate
HEAERTHIA of 25% 2,338,575 1,746,563
BEEME KR Lower tax rate(s) for specific provinces or
HIERE R = enacted by local authority (103,243) (15,403)
R ERRN T E Effect of tax concessions (57,955) (25,004)
R FIFR R 2 Expenses not deductible for tax 8,630 8,174
BEFERETE Under provision in respect of prior years 23,259 3,752
B EE NEH 05 Research and development super
deduction (23,754) (16,275)
RERTIBEE Tax losses not recognised 6,994 7,020
g% Income tax expense 2,192,506 1,708,827

4R 2021 Annual Report

RXIWRBHHRAS NONGFU SPRING CO.,LTD. /163




2021%12831H
31 December 2021

12. RE
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R2020%F8 A14H » MEWMBEARE
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12A31BNELRBEMFIER - E
BEFR2020F8 AT TARER ©
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B R ML (&) NOTES TO FINANCIAL STATEMENTS (continued)

DIVIDENDS

On 6 March 2020, the Company’s shareholders approved
the 2019 profit distribution plan at an annual general meeting,
pursuant to which a dividend of RMBO0.5 for every share of the
Company’s 360,000,000 shares, in an aggregate amount of
RMB180,000,000, which was paid in March and April 2020
to shareholders of the Company. Also, a share dividend of
20 shares for every 10 shares of the Company was declared
to all shareholders with the conversion of retained earnings
amounting to RMB720,000,000.

On 14 August 2020, cash dividends of RMB7,799,760,000
were declared out of historical retained profits of the Company
as of 31 December 2019, which were paid in August 2020 to
shareholders of the Company.

On 25 June 2021, the Company’s shareholders approved
the 2020 profit distribution plan at an annual general meeting,
pursuant to which cash dividends of RMBO0.17 for every share
of the Company’s 11,246,466,400 shares, in an aggregate
amount of RMB1,911,899,000, which were paid in July and
August 2021 to shareholders of the Company.

The proposed 2021 final dividend for the year of RMBO0.45 per
ordinary share, equivalent to an aggregate of approximately
RMB5,060,910,000, is subject to the approval of the
Company’s shareholders at the forthcoming annual general
meeting.

EARNINGS PER SHARE ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS OF THE PARENT

The calculation of the basic earnings per share amounts is
based on the profit for the year attributable to ordinary equity
holders of the parent, and the weighted average number of
ordinary shares of 11,246,466,400 (2020: 10,936,782,718)
in issue during the year, as adjusted retrospectively to reflect
the approval of the issue of stock dividend on the basis of 20
shares for every 10 shares in March 2020 and the subdivision
of shares on a one-for-ten basis in August 2020.

The Group had no potentially dilutive ordinary shares in issue
during the years ended 31 December 2021 and 2020.
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31 December 2021

13. BATIEEEREEAEMS 13. EARNINGS PER SHARE ATTRIBUTABLE TO
B2 F (4&) ORDINARY EQUITY HOLDERS OF THE PARENT
(continued)

EFRERBFTIRIBEATEUEHE - The calculation of basic earnings per share is based on:
&ZF| Earnings
2020
2020
ARBTFT
RMB’000
BARIE@ERFEA Profit attributable to ordinary equity holders
FEAE of the parent 7,161,794 5,277,426
gl Shares
Sk §E|
Number of shares
2020%F
2020
T
‘000
FRDBEITEBERINE Weighted average number of ordinary
g shares in issue during the year 11,246,466 10,936,783
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14. Y% BERRE 14.

MR &ML (%) NOTES TO FINANCIAL STATEMENTS (continued)

PROPERTY, PLANT AND EQUIPMENT

20215128318 31 December 2021

R202151A18 A1 January 2021

KA Cost 4,665,374 12,825,530 2,992,700 259,606 217,231 1,228,006 22,188,447
ZiHERAE Accumulated depreciation

and impaiment (1274846) (6546499 (1449695 (176691  (149,131) - (959862
BEFE Net carrying amount 3,390,528 6,279,031 1,543,005 82,915 68,100 1,228,006 12,591,585
HOOIEIAIR - A1 January 2021, netof

MBZARERAE  acoumulated depreciation

and impairment 3,390,528 6,279,031 1,543,005 82,915 68,100 1,228,006 12,591,585
AE Additions 95,850 222,234 599,992 43,081 3,908 1,552,266 2,517,331
b Disposdls G26)  (13,109 (5,599) (2640) - B (21,699
ERAERR Depreciation provided

during the year (237,574 (1,367,957) (591,151) (35,955) (54,446) - (2,287,083)
K Trangfers 170,454 1,415,655 - - - (1,586,109) -
021125318+ At 31 December 2021, net of

MBZARERAE  acoumulated depreciation

and impairment 3,418,932 6,535,860 1,546,253 87,401 17,562 1,194,132 12,800,140
HO021E12A318  At31 December 2021
KA Cost 4,930,807 14,359,579 3,470,981 286,768 153,036 1,194,132 24,395,393
ZNERAE Accumulated depreciation

and imparment (1,511,965) (7,823,719) (1,924,728) (199,367) (135,474) - (11,595253)
FEFE Net carrying amount 3,418,932 6,535,860 1,546,253 87,401 17,562 1,194,132 12,800,140
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14, Y% - BERRZE(E) 14. PROPERTY, PLANT AND EQUIPMENT
(continued)

il
L ks RERRE g HEMEEE FRIR ait
Fumiture,
fixtures and Motor Leasehold  Construction
Buildings Machinery equipment vehicles  improvements in progress Totdl

ARRTL  ARRTR  ARRTR  ARRTR  ARRTR ARRTR ARETR
RVBOOO  RMBOOO  RMBOOO  RWBOO  RMBOOO  RMBOOO  RWBIOO

2020F128318 31 December 2020

R2020F1A18 At 1 January 2020

KA Cost 4184522 11,881,811 2,396,011 243418 214,339 1,235,339 20,155,440
ZiHERAE Accumulated depreciation

and impairment (1,062,129 (5,501,233) (1,017,054) (154,581) (106,097 - (7,841,004)
FEFE Net carrying amount 3,122,398 6,380,578 1,378,957 88,837 108,242 1,235,339 12,314,346

R2000F1A18 At 1 January 2020, net of
TBZSHFERAE  accumulated depreciation

and impairment 3122303 6380578 1378957 88837 108242 1235339 12314346
e Addtions 93473 125,866 649,146 24,588 6149 1366338 226555
HERHBAR Disposal of subsidiaries
(PH32) (note 32) (8,769) [27,671) (2,299) (316) - (1,416) (40,464)
i Disposals (154 (71,908) [4523) (90) - - (76,675)
FRTERRE Depreciation provided
during the year (224160)  (1,002,345) [4r8.217) (30,104 (46,291) - (8T
i Transfers 407,739 964,511 - - - (1372250) -

R2000E128318 + At31 December 2020, net of
TRZHAERAE  acoumulated depreciation
and impairment 3,390,528 6,279,031 1,543,005 82,915 68,100 1,228,006 12,591,585

H2020F 125318 At 31 December 2020

i Cost 4665374 1282553 2,992,700 259,606 207231 1228006 22,188447
ZiERAE Accumulated depreciation

and impaiment (1274886) (6546499  [1,449,695) (176,691) (149,131) - 95988
FEFE Net carying amount 3300528 6219031 1,543,005 82,915 68100 1228006 12591585
R2021F12A31H » AEBIEERE At 31 December 2021, the Group was in the process of
HFE A AR 14,264,0007T (2020 applying for the ownership certificates for buildings with a net
F . AR¥15,834,0397T0 ) (I8 FH 5 carrying amount of RMB14,264,000 (2020: RMB15,834,039).

FEAEHEE
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2021%12831H
31 December 2021

15. #& 15. LEASES
AEBEREBAA The Group as a lessee
NREFEERZEHANEWELHEE - The Group has lease contracts for various items of office
BN H A A E I B T 8 premises and plant, equipment and others used in its
B4R - T AEHAS0F - BEE operations. Lump sum payments were made upfront to
—RERFR HEBRERNESEN acquire the leased land from the owners with lease periods of
o WAEMENBMENHERRET 50 years, and no ongoing payments will be made under the
BR2ESF o RFEHEBNTIETHF - terms of these land leases. Leases of office premises and plant
Em(BiEsmEE  EmMETLR generally have lease terms between 2 and 5 years. Equipment
)M ERAIESTF - Rt ERE has lease terms between 3 and 7 years, while others including
MEESREA12EANEE - @5 venue rental, vehicles and staff dormitories have lease terms
EERIK - between 3 and 5 years. Other rental agreements generally
have lease terms of 12 months or less and are individually of
low value.
(@) (EFFEEE (a)  Right-of-use assets
AEBHFEREEENREEN The carrying amounts of the Group’s right-of-use assets
FREFHNT : and the movements during the year are as follows:

20215128318 31 December 2021

20211 A1H As at 1 January 2021 620,934 65,803 3,223 4,605 694,565
NE Additions 10,545 71,307 400 30,548 112,800
TEEBH Depreciation charge (14,812) (56,989) (1,205) (10,117) (83,123)
2021412 A31H  Asat 31 December 2021 616,667 80,121 2,418 25,036 724,242
MWRE
HEtH  DENERE B Hity CEH
Office
Leasehold premises
land and plant Equipment Others Total

ARBTT  ARETT ARETT ARETT ARETR
RMB'000 ~ RMB0O00 ~ RMB000  RMB'000  RMB'000

2020128318 31 December 2020

#2020F1A1H As at 1 January 2020 607,761 37,011 4,651 6,998 656,421
NE Additions 31,193 51,454 - - 82,647
HERBATF Disposal of subsidiaries

(Fi7£32) (note 32) (3,066) - - - (3,066)
TEEBH Depreciation charge (14,954) (22,662) (1,428) (2,393) (41,437
R2020%12A31H  Asat 31 December 2020 620,934 65,803 3,223 4,605 694,565
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15. HE(&)

TEBERABAE)

(@) (EFEEZEE)
R2021F12H31H » A&EBH
IR M FE A AR 33,048,000
JC(20204F : AR®23,411,000
TR T AR E R
PR -

b) HEERE
FRRERENREERESE

20214128318
31 December 2021

15. LEASES (continued)

The Group as a lessee (continued)

(@)  Right-of-use assets (continued)
As at 31 December 2021, the Group was in the process
of applying for the certificates for land use rights with
a net carrying amount of RMB33,048,000 (2020:
RMB23,411,000).

(b)  Lease liabilities
The carrying amount of lease liabilities and the

R movements during the year are as follows:
20204
2020
AREFIT
RMB’000
M A1EREREEE Carrying amount at 1 January 55,373 36,362
ETARAY New leases 102,255 51,454
FRNERHFLIZ N Accretion of interest recognised
during the year 5,380 2,874
(B Payments (72,983) (35,317)
P12 A31BREREE Carrying amount at 31 December 90,025 55,373
DA Analysed into:
BVER Current 46,721 14,068
JEENHA Non-current 43,304 41,305

PR2021F 11 A AEBE R RKER
REINE THEMEEFROELN
REME - AEBREBEBELHEND
e hAE A ARK?20530007T > H
MOMBBES  NEBERE AR
EENMHEESE AR 23998,000
JC o PRA20214F12 318 » K&EBE
NE&EEZEBRARNBEaELEHRAA
R #24,635,0007T (20204 : AR
39,938,0007T) °

HEaBNEHA TR BREH
40P IR -

4R 2021 Annual Report

In November 2021, the Group renewed the lease in respect
of certain leasehold properties from the ultimate holding
company as office premises. The amount of rent payable by
the Group under the lease is RMB2,053,000 per month. At
the commencement date of the lease, the Group recognised
a right-of-use asset and a lease liability of RMB23,998,000.
As at 31 December 2021, the Group had a lease liability to the
ultimate holding company with a balance of RMB24,635,000
(2020: RMB39,938,000).

The maturity analysis of lease liabilities is disclosed in note 40
to the financial statements.
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15. HE (&) 15. LEASES (continued)
AEBIERAEEAGE) The Group as a lessee (continued)
€ MRERNERNESHEESER (¢) The amounts recognised in profit or loss in relation to
D leases are as follows:
20204
2020
ARETTT
RMB’000
HEBENE Interest on lease liabilities 5,380 2,874
FREEENITESA  Depreciation charge of right-of-use
assets 83,123 41,437
IS HATE RIKEBEEE Expense relating to short-term leases
HEBBENER and leases of low-value assets 191,190 160,825
MBI AR 42 %E Total amount recognised in profit or loss 279,693 205,136
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16. B EE 16. INTANGIBLE ASSETS

2021%12AH31H 31 December 2021

A2021FE1 818 © At 1 January 2021:

B A Cost 10,042 123,562 6,899 140,503
BN Accumulated amortisation (4,971) (72,599) (5,048) (82,618)
BEmEFE Net carrying amount 5,071 50,963 1,851 57,885

A2021FE1 818 - At 1 January 2021,

kR Rt net of accumulated
amortisation 5,071 50,963 1,851 57,885
NE Additions - 15,127 72 15,199
FRE R Amortisation provided
during the year (508) (7,182) (290) (7,980)

20211231 H + At 31 December 2021,
PR 25 net of accumulated
amortisation 4,563 58,908 1,633 65,104

202112 A31H © At 31 December 2021:

R AR Cost 10,042 138,689 6,971 155,702
BT Accumulated amortisation (5,479) (79,781) (5,338) (90,598)
BREFE Net carrying amount 4,563 58,908 1,633 65,104
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2021%12831H
31 December 2021

16. B EE (&) 16. INTANGIBLE ASSETS (continued)

R K
PRUEET Al 3% LIS EHth a5t

Mineral

water

mining

licence Software Others Total
ARBTFT ARETRT ARETT ARBTET
RMB’000 RMB’000 RMB’000 RMB’000

2020512 A31H 31 December 2020

H2020%1 818 © At 1 January 2020:

BN Cost 6,556 115,272 7,797 129,625
R Accumulated amortisation (4,497) (61,108) (4,179) (69,784)
BRMEE(E Net carrying amount 2,059 54,164 3,618 59,841

202041 418+ At 1 January 2020,

kR RETHESH net of accumulated
amortisation 2,059 54,164 3,618 59,841
NE Additions 3,486 8,290 254 12,030
HeE Disposal - - (1,152) (1,152)
TN S B Amortisation provided
during the year (474) (11,491) (869) (12,834)

2020412 A31H + At 31 December 2020,
Nk Rt net of accumulated
amortisation 5,071 50,963 1,851 57,885

202012 A31H : At 31 December 2020:

AN Cost 10,042 123,562 6,899 140,503
EETEY Accumulated amortisation (4,971) (72,599) (5,048) (82,618)
REVEE Net carrying amount 5,071 50,963 1,851 57,885

172/ RXWKBHHRAS NONGFU SPRING CO., LTD. 44} 2021 Annual Report



B Rk M5 () NOTES TO FINANCIAL STATEMENTS (continued)

20214128318
31 December 2021

4R 2021 Annual Report

17. EEBIIE 17. DEFERRED TAX
FRELEHRBEEZHNT : The movements in deferred tax assets during the year are as
follows:
AR
BHRK
EAER  ERHET
BERNE RETWE MEEROE  RERET Efth ait
Losses and
deductions
Accruals  available for
and offsetting
Impairment deferred  against future Unrealised
of assets income  taxable profits profits Others Total
ARETT  ARETT ARETR  ARETR ARETT AR%TR
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
202061 A1R At 1 January 2020 9,080 173,479 139,451 50,779 - 372,789
RENBEERT Deferred tax (charged)/credited
CIYEIN: to the statement of profit or
ERHE loss during the year (1,199) (10,763) (32,281) (15,796) 1,833 (68,156)
12020912318 Deferred tax assets at
ECHAEE 31 December 2020 7,881 162,716 107,220 34,983 1,833 314,633
202151 A1R At 1 January 2021 7,881 162,716 107,220 34,983 1,833 314,633
RERERERT Deferred tax credited/(charged)
A/ (MBR)A to the statement of profit or
ELHE loss during the year 2,273 63,315 (74,421) (10,877) (1,833) (21,543)
202112318 Deferred tax assets at
EXHELE 31 December 2021 10,154 226,031 32,799 24,106 - 293,090
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17. EEFLIE ()
FRNECHBREZHNT -

17.

B R ML (&) NOTES TO FINANCIAL STATEMENTS (continued)

DEFERRED TAX (continued)

The movements in deferred tax liabilities during the year are as
follows:

MRRIESTE EAh, At
Accelerated tax
depreciation Others Total
ARETTT ARETTT ARETFT
RMB’000 RMB’000 RMB’000
M2020F1 A1H At 1 January 2020 194,628 - 194,628
REREBZERF Deferred tax charged to the
AR IE statement of profit or loss
during the year 39,279 - 39,279
1202012 A31H Deferred tax liabilities at
FEEER B A E 31 December 2020 233,907 - 233,907
20211 A18 At 1 January 2021 233,907 - 233,907
RNENBRFRDINGE Deferred tax charged to the
RIETRIE statement of profit or loss
during the year 22,601 1,189 23,790
MR2021%F12A31HHA)  Deferred tax liabilities at
EERIBAGE 31 December 2021 256,508 1,189 257,697

WABRRPBEAEEENARE
23,935,000 7T ( 2020 &£ : A R ¥
12,851,0007L) MM IBBER AR
# 18,104,000 7T (2020 F :+ AR ¥
10,802,0007T ) & 7] 01 3k &1 BF 2= %A T
RHELEHRIBEE  BR—ZRF
WAREERRERFEEF - Wk
MR EBEEMHARG6,679,0007T
(20204 : AR#6,679,0007T ) Y i
BEBERNELCHRIBEE A #R
HRARIE B EIE 2 A E R RER
FmH - WABRRFABEENA
R #57,483,0007T (20204 : AR
48,921,0007T ) #9518 B 1B T R AR AE
RIBEE  AIERHANIKESRSEE
BZ RARIARRERBEF]

P P L S A TR S 18 e R AR B = BB
BREEBEEE —BRERZHMEQ
8 B FARBE AR R M A
PRI S TR B 18 I AT R B 2 AR
B AREREERERIBEE -
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Deferred tax assets have not been recognised in respect
of tax losses of RMB23,935,000 (2020: RMB12,851,000)
and deductible temporary differences of RMB18,104,000
(2020: RMB10,802,000) arising in Mainland China, which will
expire in one to five years for offsetting against future taxable
profits. Deferred tax assets have not been recognised in
respect of tax losses arising in Hong Kong of RMB6,679,000
(2020: RMB6,679,000), that are available indefinitely for
offsetting against future taxable profits of the companies in
which the losses arose. Deferred tax assets have not been
recognised in respect of tax losses arising in New Zealand of
RMB57,483,000 (2020: RMB48,921,000), that are available
indefinitely for offsetting against future taxable profits of the
companies in which the losses arose.

Deferred tax assets have not been recognised in respect of
the above tax losses and deductible temporary differences 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 and deductible
temporary differences can be utilised.
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20214128318
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18. HWERBEE 18. OTHER NON-CURRENT ASSETS
20204
2020
ARBTFT
RMB’000
ME - BENMEBEEMNZIE  Prepayments for property,
plant and equipment 56,405 9,105
19. & 19. INVENTORIES
20204
2020
ARBT T
RMB’000
R # Raw materials 1,174,302 1,132,780
E&m Work in progress 304,025 331,525
IR Finished goods 330,903 341,149
&3t Total 1,809,230 1,805,454
20. ESZEWREREKRERE 20. TRADE AND BILLS RECEIVABLES
20204
2020
ARBT T
RMB’000
Z 5 EREIE Trade receivables 506,807 375,734
FEW =R Bills receivable 3,414 4374
VERES Impairment (33,945) (22,544)
476,276 357,564

44§ 2021 Annual Report RXWRBHHMAT NONGFU SPRING co.,LTD. /175



2021%12831H
31 December 2021

BEZRWHREREBRREE (&)
AEBHZ ZIHERBRI MR - HE
EEREENERXHEETPRIN -
EHRATES—EA  TEERHER
FrRIZRE=EA - BUEFHEX
BEERE - AEEZREBEHH
REZERUHBUREREERR - @
Mgt e R EEEEMEMN - &R
B ERRARENE 5 RUIA R
FUEEEEIZIRAETFPER - it
VEEXETHEERR - AREY
B A B S EYGE L RKE B &R
FEEAERRIEBERESD
an © B HRWFA K BB REREHRT
AHRIB e

20.

AEEE S REWHIERERZEF D
FEWAEERRAMBERARZKEASA
R #1,229,0007T (20204 : AR
2,348,0007T) * EIZERAAEEFE
EPREMNEEEFELUMERERE -

BEREHRREREZ A B LIGE
BEENE 5 R YGR MR IREE R

20.

B R ML (&) NOTES TO FINANCIAL STATEMENTS (continued)

TRADE AND BILLS RECEIVABLES (continued)

The Group’s trading terms are mainly cash before delivery,
except for direct sale customers where credits are granted.
The credit period is generally one month, extending up to
three months for major direct sale customers. Each customer
has a maximum credit limit. The Group seeks to maintain
strict control over its outstanding receivables to minimise
credit risk. Overdue balances are reviewed regularly by senior
management. In view of the aforementioned and the fact
that the Group’s trade and bills receivables related to various
diversified customers, there is no significant concentration
of credit risk. The Group does not hold any collateral or
other credit enhancements over its trade and bills receivable
balances. The balances of trade and bills receivables are non-
interest-bearing.

Included in the Group’s trade and bills receivables are amounts
due from the Group’s fellow subsidiaries of RMB1,229,000
(2020: RMB2,348,000), respectively, which are repayable on
credit terms similar to those offered to the major customers of
the Group.

An ageing analysis of the trade and bills receivables as at the
end of the reporting period, based on the invoice date and net

RTINS - of loss allowance, is as follows:
20204
2020
AREFIT
RMB’000
90H Within 90 days 432,186 344,653
91%2180H 91 to 180 days 16,036 1,831
1812 365H 181 to 365 days 28,054 11,080
476,276 357,564

176/ RBRXURBHHRAT NONGFU SPRING CO., LTD.

3R 2021 Annual Report



20.

B SR 2R FIE () NOTES TO FINANCIAL STATEMENTS (continued)

BEZBRWRERERER (&)

B 5 RN IR EEREREENZ S0
T
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20. TRADE AND BILLS RECEIVABLES (continued)

The movements in the loss allowance for impairment of trade
receivables are as follows:

20204
2020
AREFIT
RMB’000

F4 At beginning of year
Impairment losses, net

BB 1R F R

FR At end of year

AEBRABOET REBETBRE
EAFF R ENTREERE - H
AARABEZREFIAER A
HEEREREE -

JE W R B R T SR 1T 1 HARR PO MR AR 1 1%
MEIRTTALRE - BT EREK
SERER BB

FREABEREETREDT - A
AFEESRUGANBEREEES -
BEXDERABRUBEEANS
E% P ERAaR MBI A B - %
AERRTERINEER  EREH
BEARERAESHNERBES
AT B R AR AR FERI Y
BENAIIFHER

EREMERARDEFRRBEEN
WEERS - BIWEAS TR ER - &
SEFHEEE SRR - XEE
NTEEEREZREZRER RS
HFERBEBRRDEAWERFF - A
BREERE -
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22,544 19,641
11,401 2,903

33,945 22,544

The Group applies the simplified approach to providing for
expected credit losses prescribed by IFRS 9, which permits the
use of the lifetime expected credit loss provision for all trade
receivables.

Bills receivable are bank acceptance bills that are
unconditionally accepted by banks within the maturity period,
and there is no loss allowance for impairment of bills receivable.

An impairment analysis is performed at year end using a
provision matrix to measure expected credit losses for trade
receivables. The provision rates are based on days past due
for groupings of various customer segments with similar loss
patterns. The calculation reflects the probability-weighted
outcome, the time value of money and reasonable and
supportable information that is available at year end about past
events, current conditions and forecasts of future economic
conditions.

The Group writes off trade receivables when there is
information indicating that the counterparty is in severe financial
difficulties and there is no realistic prospect of recovery. The
Group also takes into account legal advice where appropriate,
e.g. when the counterparty has been placed under liquidation
or has entered into bankruptcy proceedings, whichever occurs
sooner.
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20. ESRBWFERERREE(R)

ATESBRASEE 5 R YRR
REERENEERRNER

20. TRADE AND BILLS RECEIVABLES (continued)

Set out below is the information about the credit risk exposure
on the Group’s trade receivables using a provision matrix:

20214 2021
90HA Within 90 days 0.92% 432,775 4,003
91£E180H 91 to 180 days 14.18% 18,687 2,651
181%365H 181 to 365 days 40.87% 47,445 19,391
365H A £ Over 365 days 100.00% 7,900 7,900
506,807 33,945
TRHIEEEEE FRME &5 TRHEEEE
Expected Gross Expected
20204 2020 credit loss rate carrying amount credit losses
ARETTT AREFT
RMB’000 RMB’000
90H N Within 90 days 0.33% 341,398 1,119
91£180H 91 to 180 days 5.10% 1,930 99
181&2365H 181 to 365 days 61.21% 28,560 17,480
365H A E Over 365 days 100.00% 3,846 3,846
375,734 22,544

178/ RBXLRBHHRAST NONGFU SPRING CO., LTD.

3R 2021 Annual Report



B SR 2R FIE () NOTES TO FINANCIAL STATEMENTS (continued)
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21. FAFRRIE - HMEWRRERHE 21. PREPAYMENTS, OTHER RECEIVABLES AND

ftb & &= OTHER ASSETS
20204
2020
AREFIT
RMB’000
S PR 2 A OE Prepayments to suppliers 158,756 158,510
e R EAMEIWEIE Deposits and other receivables 106,290 81,683
FENAEX Prepaid expenses 108,163 75,363
JiE s e 5 SR IR Amounts due from related parties 1,852 11,422
EdEELE Value added tax recoverable 180,967 583,016
AU EIE TSR Corporate income tax recoverable 4,808 5,068
WEEE Impairment losses (2,667) (5,321)
558,169 909,741

FFARESEBETERM FKIE - A ERGRE
N E i & B R A RN R AR IR A R &
FEU R R M8 A A 5B R 2021 12
A31H % 5 AAR18,0007T & A
R 1,834,000 7T (20204 : AR
591,0007t & A R #10,831,0007T) °
TERHE —F B ATIKE °
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Included in the Group’s prepayments, other receivables
and other assets are amounts due from the ultimate holding
company and fellow subsidiaries of RMB18,000 and
RMB1,834,000 as at 31 December 2021 (2020: RMB591,000
and RMB10,831,000), respectively, which are recoverable
within one year.
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21. ARFRE - HERRERE 21.

Bt #% R & ML (48) NOTES TO FINANCIAL STATEMENTS (continued)

PREPAYMENTS, OTHER RECEIVABLES AND

L& = (&) OTHER ASSETS (continued)
H b fE W R IE BB B R B B & & The movements in the loss allowance for impairment of other
T - receivables are as follows:
20204
2020
AREBFIT
RMB’000
=) At beginning of year 5,321 6,281
BB E BRI FRE Write-back of impairment losses, net (2,654) (960)
FR At end of year 2,667 5,321

BRAARSE ARMNFR - iR
REREMEENEREEFERR
BRI BRI IR 40

22. BAVEFABENTHEE

22.

The information about the credit risk exposure on the Group’s
financial assets included in prepayments, other receivables and
other assets is disclosed in note 40 to the financial statements.

FINANCIAL ASSETS AT FAIR VALUE THROUGH
PROFIT OR LOSS

20204
2020
ARETF T
RMB’000

IRATFEERMIELTIRE  Unlisted investment at fair value

2021124318 « LI EHiRE
ABPBEARRITETHERENER - &
Woakl B ARATFEFABENSE
MEE RERAEANRSMILIEE
BARE RF B -

180,/ mXWKBHHRAS NONGFU SPRING CO., LTD.

204,754 -

As at 31 December 2021, the above unlisted investments were
wealth management products issued by banks in Mainland
China. They were mandatorily classified as financial assets at
fair value through profit or loss as their contractual cash flows
are not solely payments of principal and interest.
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23. EHIS T CHEZRESL KR 23. LONG-TERM BANK DEPOSITS AND CASH AND

THBURERER BANK BALANCES AND PLEDGED DEPOSITS
20204
2020
ARBET T
RMB’000
EHISRITE BT Long-term bank deposits 1,121,461 -
RITIE® Cash at bank 5,718,886 5,550,997
KO HASRITIE X Short-term bank deposits 9,064,691 3,567,883
e RIRITHEER Cash and bank balances 14,783,577 9,118,880
BIRENR Pledged Deposits 3,648 -
RHERITE MR KRIA € RIRITEH The long-term bank deposits and cash and bank balances and
AR EHIFFUA TS EEEEHE - pledged deposits are denominated in the following currencies:
20204
2020
ARBT T
RMB’000
REARITE BAIfE R Long-term bank deposits
AR RMB 1,121,461 -
HE MIBTTEBIAN Cash and bank balances and
BT pledged deposits
AREE RMB 10,435,172 4,139,428
ETT usb 3,130,916 3,672,226
BT HKD 1,215,617 1,293,741
Hith Others 5,520 13,485
&5t Total 15,908,686 9,118,880
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RPBRITERFRRR S RE
THRBURERER ()

23.

Ba RIRTTRERBRES BRITERN
FIRF YN EREFE - BT AEHE
MREER  RITERNERANTF
—EAE=%F  AREBRTHERF
RERIMA B o RITAE R T RIF R
=8 R o BT B R SRR SRV IR
17 RERBITHESKOFEDERAR
HERE °

202112 A31H » ERFRARE
3,648,0007T(20204F : T )EEAFR
BT WARBERBEREERITS
MOTFERETFR  BRAEBES
SERKBFIRIE ©

EEENREREBNRERE

EIRNFRANENZRE/THE
B—RARNTRAES °

24.

FRENEZAHNEZENFAR
FENRRRREDITAT

23.

24.

B R ML (&) NOTES TO FINANCIAL STATEMENTS (continued)

LONG-TERM BANK DEPOSITS AND CASH AND
BANK BALANCES AND PLEDGED DEPOSITS
(continued)

Cash and bank balances earn interest at floating rates
based on daily bank deposit rates. Bank deposits are made
for varying periods of between one month and three years
depending on the cash management of the Group, and
earn interest at the respective bank deposit rates. The bank
balances and deposits are deposited with creditworthy banks
with no recent history of default. The carrying amounts of the
cash and bank balances approximate to their fair values.

As at 31 December 2021, the pledged deposits of
RMB3,648,000 (2020: nil) represented deposits for letters
of credit which are non-interest-bearing cash deposits paid
to commercial banks for purchasing equipment and will be
returned upon the completion of such activities.

TRADE AND BILLS PAYABLES

Trade and bills payables are non-interest-bearing and normally
settled on terms of within 90 days.

An ageing analysis of the trade and bills payables as at the end
of the year, based on the invoice date, is as follows:

20204

2020

ARBT T

RMB’000

90E X Within 90 days 1,001,840 815,897
91%180H 91 to 180 days 82,956 13,131
181£365H 181 to 365 days 25,544 16,785
—FE Over 1 year 42,793 35,987
1,153,133 881,800

B RNRBERENZERHESR
ZM B R ElFIE A ARE,615,0007T
(20204 : AR#£3,193,0007T) * 978
MRO0A AEE -

182/ BXWLRBHHRAS NONGFU SPRING CO., LTD.

Included in the trade and bills payables are amounts due
to the Group’s fellow subsidiaries of RMB6,615,000 (2020:
RMB3,193,000), which are repayable within 90 days.

3R 2021 Annual Report
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20214128318
31 December 2021

25. HitfENFRIERENER 25. OTHER PAYABLES AND ACCRUALS

20204
2020
BsE AREFIT
Note RMB’000
i Deposits 0] 1,293,648 1,072,534

BEWE MEFER Payables for purchase of plant
e RRIE and equipment 602,036 499,823
BT TERERER Staff payroll and welfare payables 663,498 388,815
JERTFX Accrued expenses 543,054 509,171
JEAS 855 HTH0 M ik ) Sales discount and rebate payables 727,720 458,042
B PTSTE AN FER T IE  Tax payable other than income tax 554,586 275,623
et BB 77 O Amounts due to related parties 2,391 23
Hi Others 100,705 118,009
4,487,638 3,322,040

BfaE - Note:

(i) ReTBRMEHB R THRHHEER (i

) Deposits are mainly deposits for refrigerators charged to distributors

U B B KRR R 2 DA R 1L AR S R AR K and downstream points of sale as well as deposits for the 19L
Emifs e bottled drinking water products.
H e A K B B RS o Other payables and accruals are non-interest-bearing.
Ho b~ 3B M BT B A R R AR Included in other payables and accruals as at 31 December
SBER RN B QR FHIAENR2021F12 A 2021 were amounts due to the Group’s fellow subsidiaries
318 5 AR2,391,0007T (20204 of RMB2,391,000 (2020: RMB23,000), which are repayable
AR¥E23,0007T) + AR —FARERE within 1 year.
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26. ENAE 26. CONTRACT LIABILITIES

20204

2020

AREF T

RMB’000

BIREFTERMK Advance received from customers 2,350,952 2,247,323
AEBHEHEBEETERANHKRIE Contract liabilities of the Group mainly arose from advance
HERKREFAENTENRIE - B payments made by customers while the goods have not been
REVREBERNSHNEE RN ARKI2 provided. All carried-forward contract liabilities at the beginning
& A EsR A Es o of the year were usually recognised as revenue in the next 12

months.
27. fTEE€®MIT A 27. DERIVATIVE FINANCIAL INSTRUMENTS

20204

2020

AREFT

RMB’000

TEIRE Current liabilities

SMERBIA A Foreign currency forward contracts - 7,331
2020 SERCHIR 2R EE & 18 - K& After the completion of the global offering of H shares in
EERITEI B TINERELHNE 2020, the Group entered into several foreign currency forward
BAREEETHARBHOERZRR contracts with banks in order to manage the Group’s foreign
ZEIMER IS LN IEFE EEER B currency exposure in relation to USD against RMB. The foreign
R BB BB it A FAEFE - currency forward contracts are not designated for hedge

purposes and are measured at fair value through profit or loss.

R20214F » REINES DFE N E In 2021, gains from forward foreign currency contracts of
AR #7,331,00070 (20204 « AR RMB7,331,000 (2020: RMB3,759,000) were recognised in
3,759,000 ) A Ef Ug A FRERR © other income.
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28. itEfEE

29.

20214128318
31 December 2021

28. INTEREST-BEARING BORROWINGS

20215 2020F
2021 2020
LA RPN S BRMEG) BIERE  ARETR
Effective Effective
interest interest
rate (%) Maturity RMB’000 rate (%) Maturity RMB'000
Nasgn NEEen SEETn ARETT ARETT ARETR
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
3 Current
ROEFR-BEH Bank loans - unsecured 3.20 2022 200,108 2.05-3.95 2021 1,613,957
EffEE Other borrowings
-t - unsecured 1.00-2.70 2022 2,300,000 2.13-2.77 2021 900,000
2,500,108 2,413,957
Bt BEEUARK R ERER— All interest-bearing borrowings are denominated in Renminbi
FREE - and repayable within one year.
EAE U 2 29. DEFERRED INCOME
20215 2020%F
2021 2020
AR®T T AREFT
RMB’000 RMB’000
BB Government grants 264,550 267,272

%R 2021 Annual Report
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2021%12831H
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29. EIEW S (&) 29. DEFERRED INCOME (continued)
FAREBERNEFHMERNT Movements in government grants of the Group during the year

are as follows:

20204
2020
ARBT T
RMB’000
F4 At beginning of year 267,272 248,088
2 U B T B Government grants received 21,063 64,781
FAFREBERR Credited to the statement of profit or
loss during the year (23,785) (45,597)
TR At end of year 264,550 267,272
AEERBEE L - BEMBEESE The Group received government grants for capital expenditure
MEAZ DESBNHEE - ZE5R incurred for leasehold land, plant and equipment. The amounts
AR E EREET 2 A FEART are deferred and amortised over the estimated useful lives of
Tokgs o the respective assets.
30. B 30. SHARE CAPITAL
20204
2020
ARBTF T
RMB’000
BEITREHE : Issued and fully paid:
11,246,466,4000% (20204 :  11,246,466,400 (2020:
11,246,466,4000% ) 11,246,466,400) ordinary shares
EEA 1,124,647 1,124,647
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30. IRA (&)
ARARAEDHHEMT

30. SHARE CAPITAL (continued)

A summary of movements in the Company’s share capital is as
follows:

BT EE (RN
Number of Share
shares in issue capital
AR¥ETT
RMB’000
20201 A18 At 1 January 2020 360,000,000 360,000
w5 R HH (Mita) Transferred from retained profits (note a) 720,000,000 720,000
1 10M B D TRIR D Split shares by 1:10 (note b)
(PFif5Eb) 9,720,000,000 -
RE BT ETig Issuance of H shares upon listing on the
BITHIR Hong Kong Stock Exchange 446,466,400 44,647
M2020F12 78318 » At 31 December 2020, 1 January 2021
20211 H1H &20214F and 31 December 2021
12H31H 11,246,466,400 1,124,647
(@) {%2020#3)51 ' $Qﬁ§$@ﬁt}& F (@) In March 2020, the profit distribution plan was approved by the
7%’7}@53% ° ZK@ET’WEESBO'O?O'OOO Company’s board of directors. The Company distributed a cash
ARAR 13 TR S5 & X 8. B A R 96050 dividend of RMBO.50 (tax inclusive) per share for the Company’s
TL(ER) B 0Bk 20 B R 15 360,000,000 shares and stock dividend of 20 shares for every 10
o /Z"_VAETIME%%EF MAARRE10 shares. 20 new shares for every 10 shares of the Company were
PR AT2OBRA RS = issued out of the reserves to all shareholders.
(b) R ERE BT R N 2020F 7 ARAE - G (b) As approved by the CSRC in July 2020 by the Company’s board

AARERFGHERFAEH202068 4
o - AR RR L BARIL T —IRAR D D
FATRRMMEEEITHR - BRIHE
EHBRARK10TEEAFRAR
0T BEZBRMOFE - AQF
FE R A 5 A R %1,080,000,0007T
2 /510,800,000,000/% 5% [ (B A R
0.17THIBR D - 2EBHERR ©

4R 2021 Annual Report

of directors and in a shareholders’ meeting in August 2020, the
ordinary shares of the Company were split on a one-for-ten basis.
The nominal value of the shares was changed from RMB1.0 each
to RMBO.1 each. Immediately after such share split, the registered
share capital of the Company became RMB1,080,000,000 with
10,800,000,000 shares of a nominal value of RMBO0.1 each, all of
which have been fully paid up.
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31. #1E
AEBMEESEREE R ER
EHEAEREBHELT -

(i) EEHEE

RIEPEAREFHRGE
Bl RElZEBETERBEFEN
10% B ETRHE  BEEE
M EFHERREN R AFREERSN
50% ° fFHR A BB &R -
EE BB RREEEMRGS
BN ARRFMER - EFE
T A R A R B R B A B A%
HDIRAEE ©

@iy BREE
REBHE R FHERZERA
AR AR A E R R B R
BEIEE AR E SR BREEAEE D ©

(i) ERRENHEE
R R B HEEEREREGER
MEAREE 25| EE TR
FEEWB TR M EERNERE
B o

31.
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B R ML (&) NOTES TO FINANCIAL STATEMENTS (continued)

RESERVES

The amounts of the Group’s reserves and the movements
therein are presented in the consolidated statement of changes
in equity in the financial statements.

U

(ii)

(iii)

Statutory reserve

In accordance with the Company Law of the People’s
Republic of China, the companies in the PRC are
required to allocate 10% of the statutory after tax profits
to the statutory reserve until the cumulative total of
the reserve reaches 50% of the companies’ registered
capital. Subject to the approval of the relevant PRC
authorities, the statutory reserve may be used to offset
any accumulated losses or increase the registered capital
of the companies. The statutory reserve is not available
for dividend distribution to shareholders of the PRC
subsidiaries.

Capital reserve

The capital reserve of the Group represents the
contribution from the ultimate holding company and
shareholders and the excess of the consideration over
the carrying amount of the non-controlling interests
acquired.

Exchange fluctuation reserve

The exchange fluctuation reserve represents exchange
differences arising from the translation of the financial
statements of foreign operations whose functional
currencies are different from the Group’s presentation
currency.
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32. HEKBAF
20204F - AEE AR A S M
WMEBARERKURAEZEMNERS
BARINESEEEMREESRA
7] ERE A ARET2,883,0007T

32.

20214128318
31 December 2021

DISPOSAL OF SUBSIDIARIES

During 2020, the Group disposed of two subsidiaries,
Nongfu Spring Greater Khingan Range Forest Products
Company Limited and Xinjiang Yangshengtang Base Fruit
Industry Co., Ltd. to related parties for a total consideration of
RMB72,883,000.

2020
2020
BiEE ARBTFT
Notes RMB’000
EHEEEFE Net assets disposed of:
Yz - BB R Property, plant and equipment 14 40,464
FREEE Right-of-use assets 15 3,066
FE Inventories 34,762
B 5 EUGRIAR Trade receivables 64,289
JERTEIE - B EIGRIER  Prepayments, other receivables and
HEmEE other assets 9,750
Re MREEEY Cash and cash equivalents 201
B o EMNIE N EN S Trade and bills payables (72,665)
BHARE Contract liabilities (610)
Hi e RIBE R EETEA  Other payables and accruals (7,995)
71,262
HE M B A BURES Gain on disposal of subsidiaries 6 1,621
TR AZA Satisfied by:
Be Cash 72,883

ERLENBARNRE RIREFE

An analysis of the net inflow of cash and cash equivalents in

PRI AFREDITAT respect of the disposal of subsidiaries is as follows:
20204
2020
AREF T
RMB’000
HEREB Cash consideration 72,883
PHERSNEEEEY Cash and cash equivalents disposed of (201)

ERHENBARNES R Net inflow of cash and cash equivalents in respect

BeEBYRRAERE of the disposal of subsidiaries 72,682
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. MEBHEREXRME 33. NOTES TO THE CONSOLIDATED STATEMENT

OF CASH FLOWS

() EEFEERH (a)
FR - ALERBEERRERE
FiEEEREEGENIER ST
hn A R # 102,255,000 7T (2020
& AR¥ES51,454,0007T) °

Major non-cash transactions

During the year, the Group had non-cash additions
to right-of-use assets and lease liabilities of
RMB102,255,000 (2020: RMB51,454,000) in respect of
lease agreements.

(b) BMETHELNEEED (b)

Changes in liabilities arising from financing activities

TEEE HEBE

Interest-bearing Lease

borrowings liabilities

AREEFTT ARETT

RMB’000 RMB’000

72020F1 A1H At 1 January 2020 1,000,000 36,362

BMEREREH Changes from financing cash flows 1,413,957 (32,443)

LR New leases 51,454

BN Accretion of interest 76,089 2,874

ISR EIRE T Interest paid classified as

BATFE operating cash flows (76,089) (2,874)

202012 A31H At 31 December 2020 2,413,957 55,373

7202141 18 At 1 January 2021 2,413,957 55,373

MERERES Changes from financing cash flows 86,043 (67,603)

A New leases - 102,255

F 210 Accretion of interest 47,565 5,380
DY E IR S M Interest paid classified as operating

EAFLE cash flows (47,457) (5,380)

FA2021412 A31H At 31 December 2021 2,500,108 90,025
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33. ZEREMERMEE(HE)

(c) HERERHAHE
ReRERTHHERSRHA

20214128318
31 December 2021

33. NOTES TO THE CONSOLIDATED STATEMENT
OF CASH FLOWS (continued)

(c) Total cash outflow for leases
The total cash outflow for leases included in the

CEY (N statement of cash flows is as follows:
20204
2020
AREFTT
RMB’000
LEEENA Within operating activities 198,971 163,699
"EEHA Within investing activities 10,545 31,193
BVEEEIN Within financing activities 67,603 32,443
277,119 227,335

34. HREE

20214 202012 4318 * A&EE
WE(EAKBEARE -

35. EEBH
AEEEEGHNFBIHIN A B HRE
Fi5E23 ©

36. &
REBRIFEHREES 5 EAERE

34. CONTINGENT LIABILITIES

As at 31 December 2021 and 2020, the Group did not have
any significant contingent liabilities.

35. PLEDGE OF ASSETS

Details of the Group’s pledged of assets are included in note
23 to the financial statements.

36. COMMITMENTS

The Group had the following capital commitments at the end
of the reporting period:

2020
2020
AREF T
RMB’000
HHEEVE  BER Contracted, but not provided for purchase
BRI A R of property, plant and equipment 2,146,074 1,102,493
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37. BHAERS 37. RELATED PARTY TRANSACTIONS
BRI BREREMTOFMNZT S R In addition to the transactions and balances detailed elsewhere
BRON - AN SR B 5 S A R B B T o in the financial statements, the Group had the following
ITHERR ST : material transactions with related parties during the reporting
period:
(@ EEEEEETEITHRS (@) Transactions with related parties:
2020%F
2020
hEs AREFIT
Notes RMB’000
MR T EL R HE Sales to related parties
SRR AR The ultimate holding company:
SHE A Sales of products 0] 1,313 931
RS Provision of services 2,732 1,316
EES YNGR Fellow subsidiaries:
HEEM Sales of products 0] 10,248 12,226
IR Provision of services 7,514 12,423
21,807 26,896
Bl E Payments to related parties
BT AR The ultimate holding company:
R W AR 75 Receipt of services (ii) 39,012 30,720
RZRMB AR Fellow subsidiaries:
BEEM Purchase of products 0] 212,754 175,968
W ARTE Receipt of services (ii) 175,100 151,655
426,866 358,343

IE - Notes:

(i) BB ANEE DRBEEARNE 0] The sales to and purchases from related parties were made
ERREERARIRERME according to the prevailing market price with the Group’s
NALZERIRITI (BT © ultimate holding company and fellow subsidiaries.
RIBHBIERGE  ~EEF Pursuant to the purchasing framework agreement, the Group
NEREMEBEARBERER purchased from fellow subsidiaries bottle caps and other
HithBBHREEKEMARE products for vending machines of RMB205,291,000 (2020:
205,291,0007t (20204F : AR RMB171,512,000) during the year.

#171,512,0007T) ©
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T ETTHR S ¢ ()

BEESRISER G - K
BEEASERIERARINE
A A R % 10,404,000 7T ( 2020
F: AR¥5,529,0007T) - EF
L2BERMEETE -

W

REEERISELR G - 2
TREHEERE ASE
BRY BTRKEERS
FEMRBHERBEARE
14,644,0007T (20204 : AR¥E
10,575,0007T ) B S+ F & 4847
BA®E - BREAKAMKRS
JEEETE ©

RIRITE @ R REBER T
BERGZEERARIHHFIE
AR #13,964,0007T (20204 :
AR#14,616,00070) * 2 RE
REAEESRHAFPHFED
BEREKAETE - ERRZEWB
NEIZNTERERRBEEARE
97,874,0007C (20204 = AR
61,849,0007T) © IT/E fn & R 7
MKENLRBEBRITHES
T o

RIEER SRR RIEIESR
ek EREAEHAERRER
T 5% Ko R A R B E R R A IR 7S
MERANBRARZNEAAR
#&77,226,0007T (20204 : AR
89,806,000t ) ° E A{F A
IR ARETE ©
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37. RELATED PARTY TRANSACTIONS (continued)

@

Transactions with related parties: (continued)
Notes: (continued)

(i

Pursuant to the advertising service framework agreement,
expenses of RMB10,404,000 (2020: RMB5,529,000)
were paid to the ultimate holding company for media
advertisements. The charge was determined with reference
to the prevailing market price.

Pursuant to the operating service framework agreements,
management fees of RMB14,644,000 (2020:
RMB10,575,000) for providing engineering project
management service, personnel management service,
e-commerce operating service and other services were paid
to the ultimate holding company. The charge was determined
using the cost plus method.

Pursuant to the IT product and service fee framework
agreement, licensing fees of RMB13,964,000 were paid
to the ultimate holding company (2020: RMB14,616,000),
determined with reference to actual costs calculated based
on the number of the Group’s users of each software.
IT products and service fees of RMB97,874,000 (2020:
RMB61,849,000) were paid to the fellow subsidiaries. The IT
products and services charge were determined with reference
to the prevailing market price.

Pursuant to the basic research and development (“R&D”)
and test service framework agreement, expenses of
RMB77,226,000 (2020: RMB89,806,000) were paid to
fellow subsidiaries for the basic beverage R&D services and
raw material and product test services. The charge was
determined using the cost-plus method.
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2021%12831H
31 December 2021

37. BEERS (&) 37. RELATED PARTY TRANSACTIONS (continued)
bt E TR TS S R Ak _E iR Al Certain of the above related party transactions also constitute
FTNARFIRE 2 AER ST ER connected transactions or continuing connected transactions
BRE  RERGIHBRETEWR as defined in Chapter 14A of the Listing Rules and their details
ERIFE o are disclosed in the Report of the Directors.

b) AEBFEEIRAEHN (b) Compensation of key management personnel of the
Group
REFEFEEEAEHN(BIEE Compensation of key management personnel of
FE) WENITEIREM O o the Group, which comprises the remuneration of
the directors, is disclosed in note 9 to the financial
statements.
€ MARBEMNBESEH (c)  Outstanding balances with related parties
REE BB H NS HERRD Details of the Group’s trade balances with its related
B 5 &R IB BRI B R M parties as at the end of each reporting period are
15202124825 ¢ disclosed in notes 15, 20, 21, 24 and 25 to the financial
statements.

38. REFESHEMIA 38. FINANCIAL INSTRUMENTS BY CATEGORY
REMERR - SRR T AR The carrying amounts of each of the categories of financial
HEWT : instruments as at the end of each reporting period are as

follows:
20214 2021
CRBE Financial assets

B 5 e IE M Trade and bills receivables

FENEE 476,276 - 476,276
STAFEFOE - Financial assets included

E b pE U R IE K in prepayments, other

EMEEMNSR receivables and other

BE assets 105,475 - 105,475

BN EF AEZA Financial assets at fair value
TREE through profit or loss - 204,754 204,754
04 RIRITES Cash and bank balances 14,783,577 - 14,783,577
BHIRFR Pledged deposits 3,648 - 3,648
REIRITEEFR  Long-term bank deposits 1,121,461 - 1,121,461
16,490,437 204,754 16,695,191
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38. BERIBINWERMTA(R)

2021 F(48)
e =L

(continued)

2021 (continued)
Financial liabilities

B Rk M5 () NOTES TO FINANCIAL STATEMENTS (continued)

20214128318
31 December 2021

38. FINANCIAL INSTRUMENTS BY CATEGORY

B 5N FUA MR R Trade and bills payables 1,153,133
AT A AR FIE & Financial liabilities included in other
EAERNSRAERE payables and accruals 2,541,834
FEEE Interest-bearing borrowings 2,500,108
HEAE Lease liabilities 90,025
6,285,100
20204 2020
TRBE Financial assets
R SER AR
ATERNSREE
Financial
assets at
amortised cost
ARBT T
RMB’000
B 5 e R E K e U Trade and bills receivables 357,564
STAFER IR - HihfEWEIER:.  Financial assets included in prepayments,
HEHtWEENSREE other receivables and other assets 87,784
B MIRTTHE &R Cash and bank balances 9,118,880
9,564,228
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2021%12831H
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38. mERETHEMTE(E) 38. FINANCIAL INSTRUMENTS BY CATEGORY
(continued)
20204 (#8) 2020 (continued)
=L} Financial liabilities

TREIHRAR BAFERTA

ENGRAE EBEnsesat ast
Financial
liabilities at
Financial fair value
liabilities at through
amortised cost profit or loss Total
ARETTT ARBTTT ARBTFT
RMB’000 RMB’000 RMB’000

E S ENFHIAR Trade and bills payables

ENEE 881,800 - 881,800
ST AEAMFERFRIE R Financial liabilities included

EEtERN SR in other payables and

BfR accruals 2,199,560 - 2,199,560
FEEE Interest-bearing borrowings 2,413,957 - 2,413,957
HEBE Lease liabilities 55,373 - 55,373
PTESBITA Derivative financial

instruments - 7,331 7,331
5,550,690 7,331 5,558,021
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SRMIANAFERAFES
&
AEESMTANKRERLATE
AR -

ERECDE R RRITES &
NHEFABSENEREE BHE
WA M EWRE ~ 5T ATENFIA
Hit AR AN EAMEEN S RE
E FEEE HEAE BHEMN
FAMENRER - st ARMENKIA
LEAEANSRAENQATFERER
BREEMRE  TEHRZETADR
REHIAZIE o

RHISRTEMERLEERERNIER
BRI AFETEBRBERLUG
R EERREATIHENTAR
RA AR RERFARRKRSRE

5 o

AEENEEBEEK AR E SR
TARFEEENBRRNMEF - X
BEEGERAMBAEREESIE
HeoNEREAY  CEREEKS
e TRAEENES NETHE
FrANEEGARE MEREER
B EEE - A FEM SRS R
ExedmhEBRERER -

TREEMABNAVERENRS
CRHIFBEHRERIN PES BRE
TIARBNESRARK - A TRAR
AEt A HENTTARRE
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39. FAIR VALUE AND FAIR VALUE HIERARCHY OF

FINANCIAL INSTRUMENTS

The carrying amounts of the Group’s financial instruments
approximate to their fair values.

Management has assessed that the fair values of cash and
bank balances, financial assets at fair value through profit or
loss, trade and bills receivables, financial assets included in
prepayments, other receivables and other assets, interest-
bearing borrowings, lease liabilities, trade and bills payables,
financial liabilities included in other payables and accruals
approximate to their carrying amounts largely due to the short-
term maturities of these instruments.

The fair values of long-term bank deposits and the non-current
portion of lease liabilities have been calculated by discounting
the expected future cash flows using rates currently available
for instruments with similar terms, credit risk and remaining
maturities.

The Group’s corporate finance team is responsible for
determining the policies and procedures for the fair value
management of financial instruments. The corporate finance
team reports directly to the chief financial officer and the board
of directors. At each reporting date, the corporate finance team
analyses the movements in the values of financial instruments
and determines the major inputs applied in the valuation.
The valuation is reviewed and approved by the chief financial
officer. The valuation process and results are discussed with
the board of directors for annual financial reporting.

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.
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39. EMIANAFERLAFESF
& ()
AEBYEE EMRARITIRE - 2
hE N IRITRITMIBA ER - A%
EEERERRRRAUNTAZT
BHEERFTRRS R BEERAE
SRS ETIREMATE -

AEEFIUITESRTE - ARKRA
HREFEEREBRCUNMGEER
MEtENEHINEAL

ATEZR
TRHAAKE S BT AN AT
EET R

BATFEH BHEE

M2021512A31H

B R ML (&) NOTES TO FINANCIAL STATEMENTS (continued)

39. FAIR VALUE AND FAIR VALUE HIERARCHY OF

FINANCIAL INSTRUMENTS (continued)

The Group invests in unlisted investments, which represent
wealth management products issued by banks in Mainland
China. The Group has estimated the fair value of these unlisted
investments by using a discounted cash flow valuation model
based on the market interest rates of instruments with similar
terms and risks.

The Group enters into derivative financial instruments, which
are forward currency contracts measured using valuation
techniques similar to forward pricing, using present value
calculations.

Fair value hierarchy
The following tables illustrate the fair value measurement

hierarchy of the Group’s financial instruments:

Assets measured at fair value

As at 31 December 2021

BAHE AR EREE

Financial assets at fair value through
profit or loss

204,754

REBW N 2020F 12 A31 HIRAF
Bl ENEAEmEE -
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The Group did not have any financial assets measured at fair
value as at 31 December 2020.
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40.

B SR 2R FIE () NOTES TO FINANCIAL STATEMENTS (continued)

ERMIAENATFERATFESE
(&)

AFESEH(A)

L FEFENEE

REBW 2021 F12 A31 HIRAF
EFFENEASEBAs -

MR2020F12 A31H

39.

As at 31 December 2020

20214128318
31 December 2021

FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS (continued)

Fair value hierarchy (continued)

Liabilities measured at fair value

The Group did not have any financial liabilities measured at fair
value as at 31 December 2021.

EXRAHEBHA
FB(EZR)
Significant
observable
inputs (Level 2)
ARBFT
RMB’000

ITEEmTA

FRN - cRHEABEHETMAQAFENE
FREE R R RER
B =M A S (20204 ¢ ##) o

TRAEREERERBER

BROTETAN  ARENERERT
AEBEHEERE FERE BHER
RITEBRARRIARITERER - &
FERTANTERMNERA/AKEDN
LEERET  ARENXRBEER
BELZREMBEREENAE W
BHRUKIBNEREREARE S E
NHRARENRRE -

AEEERTAEENTIERAREBHE
SRR - FEERRNMRBE SR
- BEEERMNMFAEREBRAE
BZERE - HEffdmT -

NEBAEBTATANSHBESHN
SRR 2.4 ©
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Derivative financial instruments

40.

7,331

During the year, there were no transfers of fair value
measurements between Level 1 and Level 2 and no transfers
into or out of Level 3 for financial assets and liabilities (2020:
Nil).

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

The Group’s principal financial instruments, other than
derivatives, comprise lease liabilities, interest-bearing
borrowings, cash and bank balances and long-term bank
deposits. 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 and
bills receivables and trade and bills payables, which arise
directly from its operations.

The main risks arising from the Group’s financial instruments
are 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.

The Group’s accounting policies in relation to derivatives are
set out in note 2.4 to the financial statements.
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40. SRIEMMEEEERBE(E)

SN B

REE2021F12 A31HILFE - K&
EEAAINEFENRITRE - Wk
THEERBREEHRO(TBERAETE
TO)ELEMINERKR o SNERBR K B A
FELRBICHERIR S RIBT TR -

R2021F K20205F12 A31H » AR
BIHENRBETEHFRARR S
ORI TR B IR R 5223 -

TRAMAEEHARE LTSS
TC(AREE R] s E R E AR B M SN )
FHENMEZES%MBURE - ZBEED
MERBUINEFENEREE - 1©
B IR E HIR A RSN [E R B E)5%M 3
BHRE -

B R ML (&) NOTES TO FINANCIAL STATEMENTS (continued)

40. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (continued)

Foreign currency risk

During the year ended 31 December 2021, the Group had
cash at banks denominated in foreign currencies and was
exposed to foreign exchange risk arising from various currency
exposures, primarily with respect to USD and HKD. Foreign
exchange risk arises from cash and bank balances in USD and
HKD.

Details of long-term bank deposits and cash and bank
balances denominated in RMB as at 31 December 2021 and
2020 are disclosed in note 23.

The following table details the Group’s sensitivity to a 5%
increase and decrease in RMB against USD or HKD, the
foreign currency with which the Group may have a material
exposure. The sensitivity analysis includes only outstanding
foreign currency denominated monetary items and adjusts their
translation at the end of each reporting period for a 5% change
in foreign currency rates.

20214 2021
MARE K ETaE Tz E  if RMB weakens against USD or HKD
—E7T -uUsD 156,393 117,295
—BTT - HKD 60,525 45,393
AR N ZETSBITIE  if RMB strengthens against USD or HKD
—E7T -UsD (156,393) (117,295)
—BTT - HKD (60,525) (45,393)
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TREREEBERBEK(E)

FERR
AEEERNMEBAEERENFE =T
EIRS - AEENBERE  FIE#H
PUEERRETRINEFAE
STEERERR o UL - BHRUGK
AN ERREESRE X ESE
MAR B ERRRILTEK

REER N R
TREVM12ANBEREAEEEZE
PR (EZENBEER - BRIEEEM
EANHIBZRARE HAI A EED
BB EEEEREREERBIAR
FREEDE - 2INSHACRE
EMERMmAE -

M2021512831H
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40. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (continued)

Credit risk

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, trade and bills 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 table below shows 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. The amounts
presented are gross carrying amounts for financial assets.

As at 31 December 2021

1218 8
RHEERE 2HREEERSE
12-month
ECLs Lifetime ECLs
g S el g Trade receivables® - - - 506,807 506,807
e R Bills receivable 3,414 = - - 3,414
st AFER R - Financial assets included
E b e IE K in prepayments, other
HEMEER receivables and other
EREE assets
—EF ~ Normal** 108,142 - - - 108,142
BHIRENR Pledged Deposits
— R HE - not yet past due 3,648 - - - 3,648
W& RIRTTHERR Cash and bank balances
— K@ HEf - not yet past due 14,783,577 - - - 14,783,577
KREASRITEHRAITERL  Long-term bank deposits
— R Hf — not yet past due 1,121,461 - - - 1,121,461
16,020,242 - - 506,807 16,527,049
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40. eEEEEBZERBEE(E) 40. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)

FERR(E) Credit risk (continued)
wEAR R FEREEL () Maximum exposure and year-end staging (continued)
7202012 A31H As at 31 December 2020
12187
HHEEER 2HREEEER
12-month
ECLs Lifetime ECLs
R & =R HHlez3 G
Simplified
Stage 1 Stage 2 Stage 3 approach Total

ARETTE  ARBTR AREBTT ARBTT ARETE
RMB'000 ~ RMB'O00 ~ RMB000  RMB'000  RMB'000

=) e el Trade receivables* - - - 375,734 375,734
RN EIE Bills receivable 4,374 - - - 4,374
STATERFRIA - Financial assets included

Emb U IE & in prepayments, other

HiEER receivables and other

SRIEE assets

—IEE — Normal™* 93,105 - - - 93,105
Re MIRTTHH Cash and bank balances

—REH - not yet past due 9,118,880 - - - 9118880

9,216,359 - - 375734 9,592,093

* RAEEMEABETERENE ZE * For trade receivables to which the Group applies the simplified
WkIEm S - EREEHERENEREE approach for impairment, information based on the provision matrix is
REA RS MIFE20 © disclosed in note 20 to the financial statements.

** EBETATEMNRIE - HMEUGRIE R EA * The credit quality of the financial assets included in prepayments,
AEMSEEE MBI M AR other receivables and other assets is considered to be “normal”
TEeMAEBHNERURZ EERR when they are not past due and there is no information indicating
BEELAN  HEEEEWEAIE that the financial assets had a significant increase in credit risk since
Bl RE - SMEENEELRER initial recognition. Otherwise, the credit quality of the financial assets is
RIARE] » considered to be “doubtful”.
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40. tRAEREEEERBER(E) 40. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (continued)

RENE SR Liquidity risk

AREBERTHEBAEETIEERE The Group monitors and maintains a level of cash and cash
EHNIRERIRESEEBYKE - AK equivalents deemed adequate by the management of the
EEHREESWRRIBERERE Group to finance the operations and mitigate the effects of

B/ 48R
VR E o

fluctuations of cash flows.

REEBRSHERROS A EDE The maturity profile of the Group’s financial liabilities as at
5 (A XREBER N AEE) T ¢ the end of each reporting period, based on the contractual

undiscounted payments, is as follows:

20214 2021
FFEEE Interest-bearing borrowings 2,501,265 = - 2,501,265
B G ENFIE R Trade and bills payables
AN 1,153,133 - - 1,153,133
T AEMENMZIEN Financial liabilities included
FEFHE R in other payables and
TRAE accruals 2,541,834 - - 2,541,834
HEAE Lease liabilities 49,989 45,843 - 95,832
6,246,221 45,843 - 6,292,064
DR—F —ZEARF HENE a5t
Less than Over
20204 2020 1year 1tob5years 5 years Total

ARETT ARBTRT ARBTIT ARBTT
RMB'000  RMB'000  RMB'000  RMB’'000

AHREEE

B RN R
ANES S

EAR AR TR K
FESTE R
TRAE
HERE
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Interest-bearing borrowings 2,420,225 - - 2,420,225
Trade and bills payables
881,800 - - 881,800
Financial liabilities included
in other payables and
accruals 2,199,560 - - 2,199,560
Lease liabilities 17,025 42,599 - 59,624
5,518,610 42,599 - 5,561,209
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40.

TREREEBERBEK(E)

BErER
AEBEREENTIRZBERERA
SEFBREENRNIARGEFFIBREN
BEARLEE  AXBEEBRBERF
BUEAEE -

7R B AR R B RARR A
B L B A R B R R A AR M X e
R o BRI ARE AR
AEE KB EEL N TRENRS -
BB A T IS S BT AR - AR
RAEEAINBERRIGORE - &
M REEHEREE BT BER
R RBE B -

AEBERBENBBHLRERER
LRI EFIR AL A EERGTE -
EREEFEREALEEEE - &
RIERRRHA ARIERER - RNER
SHRMERBBLERET

40. 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
adjustments 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 year.

The Group monitors capital using a gearing ratio, which is debt
divided by the adjusted capital. Debt includes interest-bearing
borrowings and lease liabilities. Capital represents equity
attributable to owners of the parent. The gearing ratios as at
the end of each reporting period were as follows:

20204

2020

AREFIT

RMB’000

EEE Interest-bearing borrowings 2,500,108 2,413,957
HEAG Lease liabilities 90,025 55,373
&% Debt 2,590,133 2,469,330
SAREE AEL R Equity attributable to owners of the parent 20,741,634 15,492,282
EREBEL X Gearing ratio 12.5% 15.9%
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B SR 2R FIE () NOTES TO FINANCIAL STATEMENTS (continued)

20214128318
31 December 2021

41. STATEMENT OF FINANCIAL POSITION OF THE
COMPANY

BREARHRE RN D BT R Information about the statement of financial position of the

BRESIIT

Company at the end of the reporting period is as follows:

20204
2020
AREFIT
RMB’000
FRBEE NON-CURRENT ASSETS
W - BREMEE Property, plant and equipment 672,440 754,397
FRAEEE Right-of-use assets 69,856 40,433
EREE Intangible assets 57,673 49,205
NG EYNEIEDE S =) Investments in subsidiaries 1,865,064 1,865,064
RIEFRIRE B Deferred tax assets 127,689 92,506
REAIRITE BAIfE K Long-term bank deposits 1,121,461 -
HMIERBEE Other non-current assets 5,658 1,946
EREEELEE Total non-current assets 3,919,841 2,803,551
REEE CURRENT ASSETS
T8 Inventories 17,620 40,009
2 G rEWIB K e E S Trade and bills receivables 96,285 251,691
FEREIE - A EWERIE R Prepayments, other receivables and other
Hih&EE assets 9,489,089 10,574,346
BATEET ABRR Financial assets at fair value through profit
TREE or loss 204,754 -
Re RIRTTHER Cash and bank balances 14,687,120 9,009,396
ME)EEAEE Total current assets 24,494,868 19,875,442
REEE CURRENT LIABILITIES
B oENTENRENERE Trade and bills payables 2,386,966 1,327,867
HEEE Interest-bearing borrowings 200,108 1,413,145
HAfEN FRIB R ERTE R Other payables and accruals 2,405,811 1,876,676
SEHAaGE Contract liabilities 3,685,156 3,553,790
HEEE Lease liabilities 44,851 13,893
FERTFRIE Tax payables 147,956 24,357
BB (EERE Total current liabilities 8,870,848 8,209,728
MENEEFE NET CURRENT ASSETS 15,624,020 11,665,714
BREERTBEMS TOTAL ASSETS LESS CURRENT
LIABILITIES 19,543,861 14,469,265
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2021%12831H
31 December 2021

41, ARATBBEAARRR(E) 41. STATEMENT OF FINANCIAL POSITION OF THE
COMPANY (continued)
BREARHRE RN D BT R Information about the statement of financial position of the
ARESAT - (B) Company at the end of the reporting period is as follows:
(continued)
2020
2020
AREFT
RMB’000
FRBEE NON-CURRENT LIABILITIES
EEW Deferred income 7,350 14,482
EEFIBAE Deferred tax liabilities 19,631 30,242
HEaE Lease liabilities 25,264 23,081
FERBEERTE Total non-current liabilities 52,245 67,805
EEFHE NET ASSETS 19,491,616 14,401,460
= EQUITY
Bt Share capital 1,124,647 1,124,647
G Reserves 18,366,969 13,276,813
e Total equity 19,491,616 14,401,460
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B SR 2R FIE () NOTES TO FINANCIAL STATEMENTS (continued)

20214128318
31 December 2021

STATEMENT OF FINANCIAL POSITION OF THE
COMPANY (continued)

A summary of the Company’s reserves is as follows:

R F) R R () 41.

AABRFEFERAT

R2021F1A1H At 1 January 2021 1,124,647 8,426,297 562,323 4,288,193 14,401,460
FER A Profit for the year - - - 7002055 7,002,055
FRZEKRELEE Total comprehensive income
for the year - - - 7,002,055 7,002,055
BEK2020F Final 2020 dividend declared
RERE - - - (1,911,899) (1,911,899
#2021F12A31H As at 31 December 2021 1,124,647 8,426,297 562,323 9,378,349 19,491,616
BRA BAGE R RE BN st
Share Capital Statutory Retained
capital reserve reserve eamnings Total
AREFT AREFT AR%®FT ARETT AR®ETRL
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
R2020%1A1H At 1 January 2020 360,000 156,894 180,000 8,829,369 9,526,263
FRaM Profit for the year 4,540,907 4,540,907
FREANEER Total comprehensive income
for the year - - - 4,540,907 4,540,907
EERRERE Cash dividends declared - - (7979,760)  (7,979,760)
R 1 B Stock dividends 720,000 - - (720,000) -
REBHR A Issuance of H shares upon
FTREITHR listing on the Hong Kong
Stock Exchange 44,647 8,269,403 - - 8,314,050
BT BGBFEERE Provision for statutory surplus
reserve - - 382,323 (382,323) -
#2020 12A31H As at 31 December 2020 1,124,647 8,426,297 562,323 4,288,193 14,401,460
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42, HEHEBEH

202291 148 » NEER R
BARE([BREREAEZ]) EBA—E
SREEZEABRNE TIE BN TR - A
RAFEIS - B2 A AR AER20214
12 424 B &3 K & B 81 5202241 A
14BMRE °

M2022%3 4280 - RIS TR
Bhatal  AQRE107RAEEES B
BERIZBEEATD IR B ER
% [E6,596,8001% } 39,600 A% HH% Y 81
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B R ML (&) NOTES TO FINANCIAL STATEMENTS (continued)

EVENTS AFTER THE REPORTING PERIOD

On 14 January 2022, the Group passed a resolution in an
extraordinary general meeting (the “EGM”) to adopt the
employee share incentive scheme. For details, please refer to
the circulars dated 24 December 2021 and the announcement
of the Company dated 14 January 2022.

On 28 March 2022, pursuant to the employee share incentive
scheme, the Company granted awards that representing
6,596,800 and 39,600 underlying H Shares of the Company,
respectively, to 107 eligible employees of the Group and
one individual of Yangshengtang, who have made significant
contributions to the Group’s business performance, and play
an important role in the Group’s future development.

There was no other material subsequent event after the year
ended 31 December 2021.

APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for
issue by the board of directors on 28 March 2022.
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