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Macroeconomic Overview
China's Nominal GDP Growth
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According to the National Bureau of Statistics of China, the Chinese economy grew at a CAGR of 7.8% from 2017 to 2022 Geing
forward, the Chinese authorities are likely to maintain the consistency and stability of macroeconomic policies so as to maintain
macroeconomic stability. In the meantime, structural adjustment of the economy is predicted to be strongly pushed forward by the
Chinese authorities to improve the quality and efficiency of economic development. The Chinese economy is likely to transfer from an
invesimanl-driven model lo a consumption-driven model with the share of final consumption in GDP picking up. Under this trend, the
Chinese ecocnomy is likely to maintain a sound and healthy development According to the International Monetary Fund (IMF) the
Chinese economy Is forecasted to keep growing at a CAGR of 5 9% from 2022 to 2027

Looking forward, the nominal GDP is expected to keep growing and reach RMB161 3 trillion in 2027 at a CAGR of §9% with a
forecasted stable economic environment

Source National Bureau of Statistics of China, IMF
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Macroeconomic Overview
China’s Per Capita Nominal GDP Growth

Per Capita Nominal GDP (China), 2017 - 2027E
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+ As total population of China has remained and is expected to remain stable in the future, the growth of per capita GDP is
in line with the growing Chinese economy. Per capita nominal GDP in China has kept growing at a fast pace over the
past and is expected to maintain the solid growth. For 2022, the per capita nominal GDP in.China has reached RMB85.7
thousand.

= In the future, with the sound growth of the Chinese macroe economy, the per capita nominal GDP in China is also likely to
maintain steady growth. According to the International Monetary Fund (IMF), the per capita nominal GDP in China is
predicted to reach RMB114.9 thousand in 2027, growing at a CAGR of 6.0% from 2022,

Source. National Bureaw of Statistics of China, IMF
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Macroeconomic Overview
China’s Population and Urbanisation

Population and Urbanization (China), 2017 - 2027E
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« China has the warld's largest population. In 2022, China's total population reached 1,411.8 million. With the PRC Government Investing a tremendous
effort into contralling the enormous population, the population growth rate has been stable aver the past five years. However, with the release of the two-
child policy in 2016 and the three-child policy in 2021, the total population of China is estimated to grow al a moderate level, reaching 1,404.4 million in
2027
Due to the rapid economic development of China and the influx of migrants from rural areas to developed areas, the Chinese urban population has been
steadily increasing. China's rapid economic growth has fuelled the unprecedented urbanization of its population since the 1990s, From 2017 to 2022,
China's urban population increased from 813.5 million to 920.7 million, with a CAGR of 2.5%, During the same period, the urbanization rate in China
increéased by 6.7%, from 58.5% to 65.2%.

With the continuous growth of urbanization, the urban population is expected to maintain a CAGR of 1.9% from 2022 to 2027, Frosl & Sullivan forecasts
that by 2027, China's urban population is expected lo reach 1,011.8 million. Under the ‘National Plan for Promoting Heallhy Urbanization ( 4 4= [¥] {3 2£ 4
TR M e JER D Y raised in 2013, new-style urbanization is expected lo promote the urban-rural coordination and reasonable distribution. Aceordingly,
Frost & Sullivan forecasts China's urbanization rate is likely to increase gradually from 2022 to 2027, reaching 72.0% by 2027,

Sowice 4

1. Histerical Data: National Bureau of Statistics of China,

2 Farecast Data’ Frost & Sullivan
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Macroeconomic Overview
China’s Per Capita Disposable Income of Urban Households

Per Capita Disposable Income of Urban Households (China), 2017 - 2027E
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Together with the centinuous growth in economy and urbanisation, the average income level of Chinese urban
households has also increased continuously in recent years. The per capita annual disposable income of urban
households has increased to RMB49.3 thousand in 2022 from RMB36.4 thousand in 2017, representing a CAGR of
6.3%.

The growth of Chinese per capita annual disposable income has demonstrated positive effect on Chinese residents’
purchasing power. Frost & Sullivan estimates that by 2027, the per capita annual disposable income of urban
househalds is forecast to increase to RMB66.0 thousand with a CAGR of 6.0% from 2022,

Source National Bureau of Statistics of China. Frost & Sullivan
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Macroeconomic Overview
Per Capita Consumption of Food of Urban Households

Per Capita Consumption of Food of Urban Households, Segmented by Food Type, (China), 2016 - 2026E
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With increasing income |level of urban households, the food consumption structure has upgraded from 2016 to 2021. China's residents have
purchased more meatl and fruts while reducing the consumption of grains and vegetables Historically having a high proportion of vagetable
consumption, China's urban househalds now have focused on the qualty of vegetables rather than just quantity. Per capita vegetable
consumption of urban households has decreased from 107.6 kg in 2016 to 111.1 kg in 2021, representing a CAGR of 0.7% j
Due to rising awareness of personal wellness and easier access to fresh vegetables nationwide, there is expected to see an increasing demand |
for vegetables in Urban household's diet, especially for fresh and high-quality vegetables. Per capita vegetable consumption of urban |
households is forecast to reach 119 4 kg in 2026 }

Naote (1) Per capita consumption of lood refers (o the consumplion of major faod fypes. (2] Vagelabls
includes fresh vegetable and mushraom (2) Others include eggs ol milk. sugar and nut Sowce National Bureau of Stalistics of China. Erost & Sullivan
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Macroeconomic Overview
China’s Consumer Price Index of Food

Food Price Index Food Price Index, (China), January 2013- December 2021
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« The FPI has been growing relatively steady from 2013 to 2021. Taking December 2012 as the base month and assume it as 100, it increased
from 102.8 in January 2013 to 135.3 in December 2021, From January 2016 to December 2021, the FPI in China has increased by 20.7%
With further economic development, increase in disposable income and inflation, the FPI is likely to show a steady growth in the following years

|

I

I

|

I

: + Similar to the FPI, meat price index has been showing an upward trend from 2013 to December 2021. Looking forward, such price index is
| more likely to remain stable or rise because of the rising market demand, increase in net income, inflation and other factors.
|
|
I
I
I
|
|
|

+ The price index of fresh vegetables has been fluctuating substantially during the period from 2013 fo December 2021. Virtually, the prices of
fresh vegetables are affected by a |ot of factors such as seasonality, weather conditions, global trade, natural disasters, cost of fertilisers and
domestic demand and supply. Take seasonality as an example, due to shortage of supply, the prices of vegetables are normally higher in
winter, In the following years, the price index of vegetables is likely to show an upward trend

Source: National Bureay of Statistics of China; Frost & Sulivan
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Macroeconomic Overview
Economic Overview of Shandong Province

Nominal GDP and Fer Gap;:]a1l‘;lnirr21:]r!’a;EGDP {Shandong Provincs), Population and Urbanisation (Shandong Province), 2016 - 2026E

2016-2021 2021-2026E —=&— Urbanisation W Rural Population I uUrban Population
== Nominal GDP 8.0% 5.4% Population (Million) Urbanisation (%)
o
Trlion ke M Per Capita Nominal GDP g gop 5.5% Thousand RMB 1'% o c 1004 1008 1007 1015 1017 1017 1017 1016 1015 409.3r 100
100
12 103 110 90
— L ® :
10 a7 %298 017l g0 B0 pr
966 mn
i 6 70
AL s B35 mm 70

&0

50 80

:g B TR BE OSE U0 C G o Sl Bl | so

fg 40
a0

0
2016 2017 2018 2018 2020 2021 2022E 2023E 2024E 2025E 2026E
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Province), 2016 = 2026E = Shandong province is & coastal provinge of the China and has the largest vegelable sown
land area as well as the larges! vegelable production volume in China. The macro
economy of Bhandong province has grown al a CAGR of 6.0% from 2016 10 2021, and

Thousand RMB
reachad RMB7.9 trillian in 2021, Along with the growih of the macro economy, per capia

bt ~, " annual expendilure of urban househalds in Shandong province has also increased wilh a
40 : . ' CAGR of B.4% fram 2016 to 2021, Meanwhile, the lolal populatien of Shandeng province
a5 E has increasad from 99.5 million persons in 2016 10 101.7 million persons in 2021 with a
10 4 CAGR of 0.4%. The urbanisation of Shandong province has reached 63.8% in 2021 from
; 59.0% in 2016
2 = Looking ferward, boosi by sireng agriculiure development, the nominal GDF of Shandong
20 1 provinca is expected o further increase (o RMB10.2 trillien in 2026, reprasenting a CAGR
15 of 54%. The per capita nominal GDP and per capita annual expenditure of urban

10 4 househelds are expected to reach RMB101.7 thousand and RMBA1.0 thousand in 2026

5 Algo, the population and urbanisation of Shandeng province are ferecas! fo reach 101.3
million persons and 70.5% by 2026

o 4 , ZIVE

BRI 2007, AW RQ19 2020 ROAY: 20338 20FE 0248 A020k-R0208 Source: National Bureau of Stalistics of China; Frost & Sulliven
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Macroeconomic Overview
Per Capita Consumption of Food of Urban Households in Shandong Province

|
Per Capita Consumption of Food of Urban Households, Segmented by Food Type, (Shandong Province), 2016-2026E
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+ Along with rising income level and the development of vegetable industry in Shandong province, vegetable and fruit has played an important role
in residents’ food consumption structure. Per capita vegetable consumption of urban househelds in Shandong province has increased from |
| 106.5 kg in 2016 to 108.5 kg in 2021, representing a CAGR of 0.4% !
|+ With rising concern about food safety and quality, there is expected lo see an Increasing demand for vegetables, especially fresh vegetables in |
| urban household's diet. Per capita vegetable consumption of urban househelds in Shandeng province is expected to reach 115 5 kg in 2026 with |
| a CAGR of 1.3% H

Note (1) Per capita consumption of food refers fo the consumphion of major food types. (2] Vegelabie
{ncludes Iresh vegelabie and mushreom: (2) Othera include egys, oil, milk. sugar and nut Source National Bureau of Stalistics of China. Frost & Sulivan
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Macroeconomic Overview
Economic Overview of Qingdao

Nominal GDP and Per Capita Nominal GDP (Qingdao),
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Source National Bureau of Statistics of China, Frost & Suliivan
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Macroeconomic Overview
Economic Overview of Xi'an

Neminal GDP and Per Capita Nominal GDP (Xi'an),

2016 — 2026E

2016-2021 2021-2026E
Billion RME=*=Per Capita Nominal GDP  2.1% 6.6% Theusand RMB
1,800 I nominal GDP 10.8% 9.2% FR 260
1,600 1,502.8 240
1,380.0 220
1,400 1,2802 200
1,166.2 180
1,200 4
1,002.0 10431 160
1.000 ik 8321 140
BOO 747.0 . 120
6257 100
800 a0
400 I 60
40
200 L 20
0

Per Capita Annual Expenditure of Urban Households (Xi'an),
2016 = 2026E

Thousand RMB
45
40
35
30

CAGR: +3.9%

28.1

258

2016 2017 2018 2019 2020 2021 2022E 2023E 2024E 2025E 2026E

FROST ¢

Macroeconomic Overview
Per Capita Consumption of Food of Urban Households in Shaanxi Province
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Xi'an is the capital of Shaanxi Frovinge. Since the 1990s, as part of the economic révival
of inland China especially for the ¢entral and northwest regions, Xi'an has been an
imporiant cultural, Industrial and educalional cenlre of the cenlral-northwaes! region. The
nominal GDP of Xi'an has grown fast 8l a CAGR of 10.8% reachaed RMB1,043.1 billion in
2021, Along wilh the growth of the macro from 2016 to 2021, acenomy, per capita annual
axpendiiure of urban households in Xi'an has alse increasad with a CAGR of 2.1% from
2016 1o 2021. Meanwhile, the 1olal population of Xf'an has increased from B.8 millien
persons in 2018 1o 13.2 millien persons in 2021 with a CAGR of B.4%. The urbanisalion of
Xi'an has reached 79.5% in 2021 from 73.4% in 2018

Looking forward, along with the davelospmani of macra aconomy of tha central-northwesl
region in China, the nominal GDP of Xi'an is expecied to reach RMB1,620.1 billion in 2026,
representing a CAGR of 9.2% from 2021, The per capita noeminal GDP and per capita |
annual expandilure of urban housaholds are expected to reach RMB108.7 thousand and
RMB39.6 thousand in 2026, Also, the population and urbanisation of Xi'an are foracast (o
rgach 14.9 millien parsons and B5.9% by 2025 respectively

Source: National Bureau of Statistics of China, Frost & Sullivan
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Per Capita Consumption of Food of Urban Households, Segmented by Food Type, (Shaanxi Province), 2016-2026E
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« Vegetable and fruit has played a more and more important role in resident's diet in Shaanxi province. Per capita vegetable consumption of urban

househalds in Shaanxi province has increased from 93,0 kg in 2016 to 96.1 kg in 2021, representing a CAGR of 0.7%

e With rising concern about food safety and quality, there is expected to see an increasing demand for vegetables, especially fresh vegetables in |
| urban household's diet Per capita vegetable consumption of urban households in Shaanxi province is expected to reach 100.8kg in 2026 with a ‘

! CAGR of 1.0%.

Naote | (1) Par caplta consumption of food refers to the consumption of major feod types, (2) Vuge!ubfe
includes fresh vegetable and mushroom, (2) Others include eggs, ofl, milk, sugar and nut
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China’s Vegetable Market
Overview (1/2)

---------- Definitions and Characteristics

Vogetable is ne ary for human being's daily diel. The huge population of China and increasing overseas demand
for Chinese vegetable produce suppor the growth of PRC vegetable industry

Vegetable production industry has developed quickly in recent years. It has grown inte one of the pillar indusines of
agricullure and rural aconomy. The industry holds key importance in securing vegetable supply, inc ng the
income of rural residents, offering job opportunities, as well as expanding export lrade

As the most important resource lo vegetable production, the size of vegetable sown land has remained stable over
the: years, with a moderate growth from 18.6 million hectares in 2016 to 21.5 million hectares in 2021, representing a
CAGH of 1 9% In the fulure, the vegetable sown land area is forecast to slay flat. The supply of vegetable rémains
fragmented

Owing to the developmen! of vagetable production companies in numbers and size, the improvemenl of vegetable
production technology, the increasing adoption of greéenhouse, the upgrade of agrcullure infrastructure, and so on,
the vegetable production volume has be reasing al a lasl pace. In 2021, the vegelable production volume
recorded 742.7 milion tonnes, up from 6743 million tonnes in 2016, realizing a CAGR of 2.0% Amaong all the
favourable factors to vegetable production, adoption of greenhouse is one of the most important faclors Green
house enables the vegetable producers to gain higher production yield, provide varieties of healthy and poliution lree
vegaetables in all lour ons wilh fewer pests and utllize the energy more efficiently

Apar from greenhouse, with the technology of controlling insects being improving, the pesticide residue in vegelable
has been reduced effectively. The markat information of supply and demand is easier lo be obtained than before,
due to the advancing of information technalogy and intermet infrastructure in China, This largely helps vegetable
producers lo make better production plans, in terms of whal types of vegetable lo produce and in whal volume
raspeciively

Yet the vegetable production industry still faces a number of challenges as individual farmers stll play a criical role
in vagetable producing. Such challenges include poor sown land planning, random planting, lower utilization rate of
advanced agricultlure faciliies, and insuficient sales and marketing efforts. With the future development, those
challenges are expected 10 be overcome {ll?ldlii”'y

Major vegetable cultivation methods are in-ground vegetable cultivation, hydroponic, In-pot cultivation, etc. In-ground
viegotable cultivation refers 1o growing vegetable in soil and is the most common vegetable cultivation method in the
PRC. Hydroponic an alternative to in-ground vegelable cultivation which uses walter-goluble nutrients to cultivate
vagetables. On the other hand, in-pot cultivation refers to growing vegetables in pots filled with nutritious su
This method has become more popular in PRC for improving productivity and freshness of vegetable prod

L}
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China’s Vegetable Market
Overview (2/2)

Bl DTNt ons and Claracterislics i Rt b

Hydroponic cultivation accounts for around 1.3% of the total vegetable produce in China. In 2021, the production
volume of hydroponic cultivation is around 10 million tonnes in China,

The characters of different types of vegetable produce and the differences among them are as follows:

In-ground vegetable cultivation: the retail price of in-ground vegetable cultivation Is relatively low. The average yleld
per mu of in-ground vegetable cultivation is around 2.5 thousand tonnes per year, Cultivating In ground, the quality of
the vegetable produce is relatively hard te eontrel, Farmers would use mere fertilizers and pesticides in order 1o
improve the praduction and appearance of the vegelable produce. Such usage of agricultural chemicals is likely to
impact the land quality in a long term, Hence, the nutrition of in-ground vegetable produce is not as high as other
cultivations in genaral.

Hydroponic cultivation: the retail price of hydroponic cultivation is higher than in-ground vegelable produce. The
average yield per mu of hydroponic cultivation is around 3.5 thousand lonnes per year, Hydroponic cullivated
vegetable produces are generally cultivated in greenhouses and the production Is relatively stable. However,
hydropenic cultivatien uses pure chemical fertlizer as nutrient solution, which may not contain all the nutrients
cultivation is needed

In-pol cultivation: the retall price of in-pol cultivation is relatively high comparing with other methods. The average
yleld per mu is around 1.5 to 2.0 thousand tonnes per year. The quality of in-pot vegetable produce is high and the
vagetable produce could keep its freshnass as it is sold with pots

16 FROST & SULLIVAN

China’s Vegetable Market
Value Chain

China's Vegetable Market: Industry Value Chain

Raw Material Vegetable
Suppliers Producers

Source; Frost & Sullivan Analysis

, Vegetable Deep
Processors

+ Essential raw material for producing vegetable includes arable land, seed, fertiliser, pesticide, greenhouse, farming tool, water, and so on.

= In China, individual vegetable farmers generally hold use right of arable land. For vegetable production companies, both individual vegetable
farmers and provincial and county level governments could be arable land suppliers to vegetable production companies via leasing

= For vegetable production cempanies, sufficlent supply of arable land is impertant to the business, as arable land to a cerlain degree reflecis the
company's production capability. Large-scale vegetable production companies, which could leverage more capital than their small-scale peers
as well as individual vegetable farmers, are usually able to reserve more arable land and hence easier to reach economies of scale. They also
expand rapidly. As reserved arable land to a large degree stands for a company’s production capacity, large-scale companies are generally in a

stronger position in achieving economies of scale and supporting the company’s future growth.

= Apart from arable land, in China there are professional suppliers engaged specifically in each of the above sectors. Seed, fertiliser, pesticide,
greenhouse, farming tools are all important to vegetable producers. Responding to the increasing demand of healthier and diversified vegetable
consumption, such as out-of-season vegetable and organic vegetable, the adoption rate of greenhouse has been climbing over the years in

vegetable production

17 FROST & SULLIVARN

Source: Frost & Sullivan Analysis




China’s Vegetable Market
Value Chain

Critical Roles Analysis in the Value Chain - Vegetable Producers

+ Vegetable producers in China are consisted of vegetable produetion companies and individual vegetable farmers. Compare with individual
farmers, vegetable production companies generally are more knowledgeable and powerful in terms of raw material sourcing With a better
designed business plan, they execute production according to the market demand. Due to economies of scale, better production management,
agriculture expertise training to the employees and in some cases a well-known brand, vegetable production companies usually generate higher
productivity than individual farmers

Compare with vegetable production companies, individual vegetable farmers could choose to lease their arable land to the companies, or
cultivate the land by their own, If they choose to lease their land, they may also be employed by the companies they leased to and receive both
the rent and the wage. For each individual vegetable farmer, due to the limitation of capital available, it is difficult of them to achieve economies
of scale. Without clear execution plan, sufficient market information, up-to-date agriculture expertise, and economies of scale, individual
vegetable farmers in most cases generate lower productivity and are highly subject to business risks such as unpredictable weather condition
and changing market demand. Although the population of individual farmers was stll large in 2018, vegetable production companies were
quickly developing in terms of both number and size

Critical Roles Analysis in the Value Chain — Fresh Vegetable Wholesalers and Retallers : 2

+ After harvesting, fresh vegetable reaches domestic consumers through two types of channels. One channel is through fresh vegetable
wholesalers and the other is fresh vegetable processors
Fresh vegetable whaolesale is the most Important channel for distributing fresh vegetable in China. As most vegetable production bases are
located in rural area, which are distant away from urban areas, wholesalers are critical in conducting storage and logistics of fresh vegetable
Generally, wholesalers distribute fresh vegetables to fresh vegetable retailers such as supermarkets, food stores, traders in open markets, and
80 on, Large-scale retailers such as large supérmarkets may source fresh vegetable directly from vegetable producers Fresh vegetable
processors may also source fresh vegelable from wholesalers

« Fresh vegetable processors refers to organizations that use fresh vegetable as raw material in their business, such as restaurants, convenient
stores, hotels, schools, etc. Most of them are large-scale institutional buyers who purchase and process large quantity of fresh vegetable on a
dally basis In most cases, they make fresh vegetable into meals, and deliver ta consumers

+ Vegetable deep processors refer to companies that produce vegetable juice, vegetable flavouring, vegetable nourishment, and so on. Fresh
vegetable is essential raw material to these companies

Source Frost & Suliivan Apalysis
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China’s Vegetable Market
Sown Area

Total Sown Area of Vegetables (China), 2016 - 2026E
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+ The total sown area of vegetables increased from approximately 19,553.1 thousand hectares in 2016 to 21,4846
thousand hectares in 2021

- Going forward, the total sown area of vegetables is likely to keep growing in line with the increasing demand, which is
mainly driven by the growing population and macroeconomy. The total sown area of vegetables is likely to grow to
23,963.8 thousand heclares in 2026

= In 2021, the greenhouse area of vegetables in China was 1,821.3 thousand hectares
Source National Bureau of Statistcs of China; Frost & Sullivan
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China’s Vegetable Market

Production
Total Production of Vegetables (China), 2016 — 2026E
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+ The vegetable market in China experienced a moderate growth during the past years. The total production of vegetables
in China increased from 674.3 million tonnes in 2016 to 742.7 million tonnes in 2021.

« In line with the growing economy and also the favorable policies, the production of vegetables is likely to keep growing at
a CAGR of approximately 2.2%, reaching 827.0 million tonnes in 2026

Source: National Bureau of Stalistics of China, Frost & Sullivan
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China’s Vegetable Market
Production of Pollution-free Vegetables

Total Production of Pollution-free Vegetables (China), 2016 — 2026E
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+ The production of pollution-free vegetables grew from 70.2 millien tonnes in 2016 to 93.6 million tonnes in 2021,
representing a CAGR of approximately 5.9%. In 2021, the total production of pollution-free vegetables accounted for
approximately 12.6% of the total production of vegetables in China

« Going forward, the production of pollution-free vegetables is likely to grow at a CAGR of approximately 5.8%, reaching
123.8 million tonnes in 2026.

Source. National Bureau of Statistics of China; Frost & Sullivan
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China’s Vegetable Market

Sales Volume

Total Sales Volume of Vegetables (China), 2017 - 2027E
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= The total sales volume of vegetables grew from 673.8 million tonnes in 2017 to 740.4 million tonnes in 2022, representing a CAGR
of approximately 1.9% between 2017 and 2022. The market has experienced relatively moderate growth which is generally in line
with the population growth in China. Total sales volume is expected to increase steadily to 818.6 million tonnes in 2027 with a
CAGR of approximately 2.0% from 2022 to 2027. Meanwhile, Shandong is the largest vegetable producing province in China in
2022

* In 2022, the sales volume of potted vegetable produce accounted for approximately 0.02% of total sales volume of vegetable in
China. Potted vegetable produce can be seen as a replaceable product for traditional vegetable and has great market growth
potential,

+ Tolal sales volume grows at a faster pace than the production due to the lower wastage rate.

Nate. the weight of polted vegetable produce is estimaled to be 075 KG per pol Sowrce Frost & Sullivan
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China’s Vegetable Market
Sales Volume Breakdown

Sales Volume of Vegetables, by Sales Channel (China), 2016 — 2026E
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+ Wholesale is the major sales channel in the vegetable market in China due to the huge catering service industry. In 2021
total sales volume of vegetables through whalesale channel witnessed a total volume of 521 0 million tennes, accounting
for approximately 71.5% of the total sales volume.

- Retail sales increased at a stable growth rate and is likely to keep the stable trend, reaching 219.3 million tonnes in 2026
= Online channel is still under developed in the vegetable market, However, along with the fast developing online platforms,

the channel is likely to grow rapidly in the future

Source. Frost & Sullivan
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China’s Vegetable Market
China’s Vegetable Price

Average Wholesale Price of Vegetables, China and Shandong, 2017-2027E

« The average wholesale price of vegetables is the average wholesale price of 28 types of vegetables in China and in Shandong
province, The average wholesale price of vegetables in China has increased from RMB3.7 per KG in 2017 to RMB4.9 per KG in
2022, while the average wholesale price of vegetables in Shandong province has increased from RMB3.1 per KG in 2017 to
RMB4.3 per KG in 2022. The average wholesale price of vegetablas is affected by a lot of factors such as seasonality, weather
conditions, global trade, natural disasters, cost of fertilisers and domestic demand and supply.

+ In the forecast period, the average wholesale price of vegetables in China and in Shandong province is estimated to keep
gmwmg with a CAGR of approximately 5.2% and 5.4% from 2022 to 2027.

Source: National Bureau of Statistics , MOA, Frest & Sullivan
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Shandong Province’s Vegetable Market
Sown Area

Total Sown Area of Vegetables (Shandong Province), 2016 — 2026E
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+ Shandong province is one of the most important production bases of vegetables in China. The vegetable industry in
Shandong province is relatively developed. The total sown area of vegetables stays at a stable level of approximately

1,450 thousand hectares in Shandong province in recent years.

= In 2021, the total area of greenhouse in Shandong province was around 347 6 thousand heclares.

Source: National Bureau of Stalistics of China; Frost & Sullivan
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Shandong Province’s Vegetable Market

Production
Total Production of Vegetables (Shandong Province), 2016 - 2026E
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« Though the total sown area of vegetables stayed at a relatively stable level, the production increased in past several
years due to the growing unit area yield. The production increased from 80.3 million tonnes in 2016 to 85.4 million
tonnes in 2021 at a CAGR of approximately 1.2%.

* The total production in Shandong province is likely to increase at a CAGR of approximately 1 5% from 2021 to 2026 due
to the developing technology

Source: National Bureau of Statistics of China. Frost & Sullivan
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Shandong Province’s Vegetable Market
Production of Pollution-free Vegetables

Total Production of Pollution-free Vegetables (Shandong Province), 2016 — 2026E
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- As one of the major vegetable production bases in China, the development of pollution-free vegetables market in
Shandong Province is relatively higher than the average of overall China In 2021, the production of pollution-free
vegetables accounted for approximately 16.3% of the total vegetable production

= The production of pollution-free vegetables in Shandong is forecast to keep the growing trend from 13.9 million tones in
2021 to 19.6 million tonnes in 2026 with a CAGR of approximately 7.1% during the period

Source Natonal Bureau of Statistics of Ching, Frost & Sullivan
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Shandong Province’s Vegetable Market
Sales Volume of Pollution-free Vegetables

Total Sales Volume of Pollution-free Vegetables (Shandong Province), 2016 = 2026E
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Souwrce: National Bureau of Statistics of China, Frost & Sullivan
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Shandong Province’s Vegetable Market
Sales Volume

Total Sales Volume of Vegetables (Shandong Province), 2017 — 2027E
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= The total sales volume of vegetables in Shandong province increased from 79.0 million tonnes in 2017 to 85.0 million
tonnes in 2022, representing a CAGR of approximately 1.5%. The number is likely to grow at a CAGR of approximately
1.5% from 2022 to 2027, reaching 91.5 million tonnes in 2027.

Source: Frost & Sullivan
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Shandong Province’s Vegetable Market
Sales Volume Breakdown

Sales Volume of Vegetables, by Sales Channel (Shandong Province), 2016 — 2026E
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+ Since China's first wholesale market of vegetable established in Shouguang, Shandong province, the wholesale market
in Shandong province started to develop. The wholesale volume of vegetables increased from 57.8 million tonnes in

2016 to 63.0 million tonnes in 2021, accounting for approximately 75 4% of the total market

Soume Frost & Suilivan
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Qingdao’s Vegetable Market
Sown Area

Total Sown Area of Vegetables (Qingdao), 2016 - 2026E
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+ The total sown area of vegetables increased from 107.0 thousand hectares in 2016 to 115.7 thousand hectares in 2021
in Qingdao. The sown area in Qingdao is likely to continue growing due to the support of the government. The total sown
area in Qingdao is likely to grow at a CAGR of approximately 2.3% from 2021 to 2026, reaching 129.5 thousand
hectares in 2026.

Source National Bureau of Statistics of China, Fros! & Sullivan
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Qingdao’s Vegetable Market

Greenhouse Area

Total Greenhouse Area of Vegetables (Qingdao), 2016 - 2026E
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+ Greenhouse has the advantages in vegetable production in terms of higher production yield, consistent product quality, production
of out-of-season vegetable, flexible timing of sowing and harvesting. fewer pesticide residuals, higher energy utilization, and thus
enhance profitability. The greenhouse area in Qingdao has increased from 25.3 thousand hectare in 2016 to 43.7 thousand hectare
in 2021, representing a CAGR of 11.6%.

«  Along with increasing adoption of greenhouse in Qingdao, the greenhouse area is expected to increase to 61.0 thousand hectare in
2026 with a CAGR of 6.9%.

Source National Bureau of Statistics of China; Frost & Sullivan
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Qingdao’s Vegetable Market
Production

Total Production of Vegetables (Qingdao), 2016 — 2026E
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« The production of vegetables in Qingdao grew from 5,915.4 thousand tonnes in 2016 to 6 5487 thousand tonnes in
2021, representing a CAGR of approximately 2.1%. The production is likely to grow at a CAGR of approximately 2.0%
from 2021 to 2026, reaching 7,219.9 thousand tonnes in 2026.

Source: National Buresu of Statistics of China, Frost & Sullivan
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Qingdao’s Vegetable Market
Production of Pollution-free Vegetables

Total Production of Pollution-free Vegetables (Qingdao), 2016 - 2026E
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= The production of pollution-free vegetables increased from 627.6 thousand tonnes in 2016 to 990 1 thousand tonnes in
2021 with a CAGR of approximately 9.5%. The production is likely to grow at a CAGR of approximately 10.5% from
2021 to 2026, reaching 1,634.5 thousand tonnes in 2026

Source. National Bureau of Statisties of China, Frost & Sullivan
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Qingdao’s Vegetable Market
Sales Volume

Total Sales Volume of Vegetables (Qingdaoc), 2016 — 2026E
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» The total sales volume of vegetables in Qingdao increased from 5,740 1 thousand tonnes in 2016 to 6,418 6 thousand
tonnes in 2021, representing a CAGR of approximately 2.3%. The number is likely to grow at a CAGR of approximately
2.2% from 2021 to 2026, reaching 7,147.6 thousand tonnes in 2026

Source Frost & Sullivan

FROST & SULLIVAN



Qingdao’s Vegetable Market

Sales Volume Breakdown

Sales Volume of Vegetables, by Sales Channel (Qingdao), 2016 — 2026E
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+ The wholesale volume of vegetables increased from 4,066.4 thousand tonnes in 2016 to 4,661.9 thousand tonnes in
2021, accounting for approximately 72.6% of the total market. The retail volume of vegetables increased from 1,673,7
thousand tonnes in 2016 to 1,756.7 thousand tonnes in 2021 at a CAGR of approximately 1.0%.

+ Wholesalers dominates the market of vegetables in Qingdao. The wholesalers are mainly individuals.
Soyrca: Frost & Sulllvan
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Qingdao’s Vegetable Market
Sales Volume of Pollution-free Vegetables

Total Sales Volume of Pollution-free Vegetables (Qingdao), 2016 — 2026E
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+ Total sales volume of pollution-free vegetables increased from 610.3 thousand tennes in 2016 to 972 4 thousand tonnes
in 2021 with a CAGR of approximately 9.8%. The production is likely to grow at a CAGR of approximately 10.8% from
2021 to 2026, reaching 1,621.4 thousand tonnes in 2026.

Source: National Bureau of Stalisiies of China, Frost & Sullivan
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Shandong Province and Qingdao’s Vegetable Market

Sales Volume

Total Sales Volume of Vegetables (Shandong Province & Qingdao), 2016 — 2026E
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Source Frost & Sullivan
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Xi’an’s Vegetable Market
Sown Area

Total Sown Area of Vegetables (Xi'an), 2016 - 2026E
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= The total sown area of vegetables increased from 66.3 thousand hectares in 2016 to 75.0 thousand hectares in 2021 in
Xi'an with a CAGR of approximately 2.5%. The total sown area in Xi'an is likely to grow at a CAGR of approximately

3.2% from 2021 to 2026, reaching 87 7 thousand hectares in 2026
= In 2021, there were approximately 17.2 thousand hectares of greenhouse area in Xi'an

Source National Bureau of Statistcs of China, Frost & Sullivan
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Xi’an’s Vegetable Market

Production
Total Production of Vegetables (Xi'an), 2016 — 2026E
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+ The production of vegetables in Xi'an grew from 3,379.8 thousand tonnes in 2016 to 4,068 4 thousand tonnes in 2021,
representing a CAGR of approximately 3.8%. The production is likely to keep the growing trend and reach 5,213.0
thousand tonnes in 2026.

Sourca Naflonal Bureau of Statialics af China, Frost & Sullivan
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Xi’an’s Vegetable Market
Production of Pollution-free Vegetables

Total Production of Pollution-free Vegetables (Xi'an), 2016 — 2026E
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« The production of pollution-free vegetables in Xi'an increased at a CAGR of approximately 6.7% from 254.2 thousand
tonnes in 2016 to 352.2 thousand tonnes in 2021. The production of pollution-free vegetables accounted for

approximately 8.7% of the total vegetable production in 2021.

Source: National Bureau of Stalisties of China, Frest & Suliivan
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Xi’an’s Vegetable Market
Sales Volume

Total Sales Volume of Vegetables (Xi'an), 2016 — 2026E
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+ The total sales volume of vegetables in Xi'an increased from 3,288.1 thousand tonnes in 2016 to 3,997.8 thousand
tonnes in 2021, representing a CAGR of approximately 4 0%. The number is likely to grow at a CAGR of approximately
5.3% from 2021 to 2026, reaching 5,173.8 thousand tonnes in 2026

Source Frost & Sullivan
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Xi’an’s Vegetable Market
Sales Volume Breakdown

Sales Volume of Vegetables, by Sales Channel (Xi'an), 2016 - 2026E
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- The wholesale volume of vegetables increased from 2,280.1 thousand tonnes in 2016 to 2,842 2 thousand tonnes in
2021, accounting for approximately 71.1% of the total market The retail volume of vegetables increased from 1,008.0
thousand tonnes in 2016 to 1,155 6 thousand tonnes in 2021 at a CAGR of approximately 2 8%

Source Frost & Sullivan
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Dalian’s Vegetable Market

Sown Area
Total Sown Area of Vegetables (Dalian), 2016 - 2026E
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+ The total sown area of vegetables decreased from 39.2 thousand hectares in 2016 to 29.4 thousand hectares in 2021 in
Dalian with a CAGR of approximately -5.6%. The total sown area in Dalian is likely to slightly decrease at a CAGR of
approximately -0.1% from 2021 to 2026 due to urbanisation

Sowrce National Bureau of Statistics of China; Frost & Sullivan
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Dalian’s Vegetable Market
Production

Total Production of Vegetables (Dalian), 2016 — 2026E
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= The production of vegetables in Dalian dropped from 1,710.3 thousand tonnes in 2016 to 1,483.4 thousand tonnes in
2021, representing a CAGR of approximately -2.8%. The production is likely to keep the decreasing trend and reach
1,462.0 thousand tonnes in 2026,

Source: Natienal Bureau of Stalistics of China, Frost & Sullivan
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Dalian’s Vegetable Market
Production of Pollution-free Vegetables

Total Production of Pollution-free Vegetables (Dalian), 2016 — 2026E
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= Though the total production of vegetables keeps decreasing in Dalian, the production of pollution-free vegetables slightly
increased from 308.7 thousand tonnes in 2016 to 348.3 theusand tonnes in 2021 at a CAGR of approximately 2.3%
The production of pollution-free vegetables is expected to mildly grow to 376.8 thousand tones in 2026.

Source Nationa! Bureau of Statistics of China, Frost & Suflivan
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Dalian’s Vegetable Market
Sales Volume

Total Sales Volume of Vegetables (Dalian), 2016 — 2026E
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« The total sales volume of vegetables in Dalian decreased from 1,672 2 thousand tonnes in 2016 to 1,465 0 thousand
tonnes in 2021, representing a CAGR of approximately -2.6%. The number is likely to drop at a CAGR of approximately
-0.1% from 2021 to 2026

Source Frost & Sullivan
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Dalian’s Vegetable Market
Sales Volume Breakdown

Sales Volume of Vegetables, by Sales Channel (Dalian), 2016 - 2026E
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+ The wholesale volume of vegetables decreased from 1,156.2
2021, accounting for approximately 70.9% of the total market.
thousand tonnes in 2016 to 426.4 thousand tonnes in 2021 at a
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Vegetable Market
Production of Pollution-free Vegetables

Total Production of Pollution-free Vegetables (Beijing), 2016 =
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thousand tonnes in 2016 to 1,038.6 thousand tonnes in
The retail volume of vegetables decreased from 516.0
CAGR of approximately -2.7%

Source Frost & Sulfivan
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Total Production of Pollution-free Vegetables (Hebei), 2016 -
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Vegetable Market

Sales of Pollution-free Vegetables

Total Sales of Pollution-free Vegetables (Xi'an), 2016 - 2026E Total Sales of Pollution-free Vegetables (Dalian), 2016 - 2026E
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Vegetable Market

Sales of Pollution-free Vegetables

Total Sales of Pollution-free Vegetables (Beijing), 2016 = 2026E Total Sales of Pollution-frae Vegeatables (Hebei), 2016 = 2026E
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China’s Potted Vegetable Produce Market
Definition and Value Chain

= Polled vegelable produce refer 1o vegetables that are cullivaied in pois instead of being cullivated on the ground and it is a newly-developed
produce methaod of vegetable in China. Majer spacies of pelled vegetable produce are leafy vegelables and solanacecus vegetables, including
spinach, letuce, water apinach, Chinese chives and tomatoes More and more restaurants display the fresh polted vegaelable to arouse
consumers’ interest and for consumers to choose and order from around 20105, Along with a rising awareness in personal wellness and
soncains about food safely, potted vegelable produce is becoming increasingly popular among urban residents and restaurants as a direct
access lo qualily and fresh vegetables

= Essantial facliities and raw materials for producing potted vegelable produce include, among others, greenhouses, seeds, subsirates, fertilisers,
pots and machinery. Cultivaling polied vegetable produce in a greenhouse allows for growdh in optimal elimatie cenditions as if ideal cultivalion
seasons were extended, allowing & year-round fresh supply of polted vegetable produce. Seedling nursery, substrates blending, transplanting
and field managemant are four key stops of production of potied vegetable produce. Pollad vegetable producers with long operating history,
scientific expertise and knowledgeable employees are more likely 1o achieve higher production rates. After maturation, fresh potied vegetable
produce reach demastic consumers through wholesalers and retailers or through direcl sales. Wilh the development of communication
technology, customers are able o place orders for potied vegetable preduce online via personal computers, tablels, or mobile phones.

= Compared with regular vegetables, pelted vegetable produce have gradually been popular in China for the following reasens. (i) Generally
planted in greenhouse, potted vegetable produce have relatively short production cycla and can year-round supplies, bringing producers high
productivity; (i) Vegetables may lose moisture and nutrients after been harvestad and delivered to the market. But customers can easily enjoy
frash-picked vegelables wilh petled vagetable producs; (i) As potted vegetabla produce are produced with natural and organic subsirates and
feriilisers, enting potied vegetable produce can reduce tha risk of ealing vegelables that contain harmful chemicals

Value Chain of Potted Vegetable Produce Market

Facility/ Raw Material Supply ;} oduction of Potted Vegetable Produce 3 Distribution & Sales 4
3 ‘"'—“w"”"vT—L“—"“”_mT_"—ﬁ_

Gresnhouse Seedling : Substrates Yifiolanaiar Ratailor
Seods Nursery Blending Restaurant

Substrates 16%-20% Hotel

Fertilisers Carporato

Field
Machinery s B P Source; Frost & Sullivan
52 FROST & SULLIVAN

China’s Potted Vegetable Produce Market
Market Size (1/5)

Sales Volume and Sales Revenue of Potted Vegetable Produce (Chi

RMB Million Millien Pots
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Nele: Total sales volume and sales ravenue refor to total sales volume and sales revenue that aro generated from the sales of potted vegetable produce Source; Frost & Sullivan
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China’s Potted Vegetable Produce Market
Market Size (4/4)

Wholesale and Retail Prices of Potted Vegetable Produce (China), 2017 — 2027E
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Due to the increasing consumption of potted vegetable produce in China, the wholesale price of potted vegetable produce in China
increased from RMB14.1 per pot in 2017 to RMB17.0 per pot in 2022 with a CAGR of 3.8%. The wholesale price of potted
vegetable produce is expected to increase to RMBZ20.0 per pot by 2027, representing a CAGR of 3.3% from 2022 to 2027 In 2022,
the market price that distributors sold to hotel and restaurants was around RMB20 per pot.

= Similarly, the retail price of potted vegetable produce in China increased from RMB20.7 per pot in 2017 to RMB24.5 per pot in 2022
with a CAGR of 3.4%. In the foreseeable future, the retail price of potted vegetable produce is expected to increase to RMBZ28 .4
per pot in 2027, representing a CAGR of 3.0% from 2022 to 2027.

Souree Frost & Sullivan
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China’s Potted Vegetable Produce Market
Market Size (4/4)

Wholesale Prices of Potted Vegetable Produce, China and Shandong Province, 2017 — 2027E
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= Due to the increasing consumption of potted vegetable produce in China, the wholesale price of potted vegetable produce in China
increased from RMB14.1 per pol in 2017 to RMB 17.0 per pot in 2022 with a CAGR of 3.8% The wholesale price of potted
vegelable produce is expecled to increase to RMB20.0 per pol by 2027, representing a CAGR of 3.3% from 2022 to 2027. In 2022,
the market price that distributors sold to hotel and restaurants was around RMB20 per pot

= Meanwhile, the wholesale price of potted vegetable produce in Shandong increased from RMB13.6 per pot in 2017 to RMB 16.0
per pot in 2022 with a CAGR of 3. 2%. The wholesale price of potted vegetable produce is expected to increase to RMB17.9 per pot
by 2027, representing a CAGR of 2.3% from 2022 to 2027 In 2022, the market price that distributors sold to hotel and restaurants
was around RMB20 per pot in Shandong.

Source: Frost & Sullivan
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Shandong Province’s Potted Vegetable Produce Market

Market Size (1/5)

Sales Volume and Sales Revenue of Potted Vegetable Produce (Shandong Province), 2017 — 2027E

RMB Million Millien Pots
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+ As one of the major vegetable producing provinces in China, Shandong province has a long history of vegetable cultivation and has

large greenhouse areas, providing a development basis for potted vegetable produce. With increasing disposable income and rising
population in Shandong province, the total sales volume of potted vegetable produce in Shandong province increased from 23.7 million
pots in 2017 to 48.5 million pots in 2022, representing a CAGR of approximately 154%. Meanwhile, the sales revenue of polted
vegetable produce increased from RMB322.2 million to RMB773.6 million during the same period with a CAGR of approximately 19.1%.
In 2022, the Shandong province contributed approximately 20.3% and 19.0% in terms of total sales volume and the total sales revenue
of potted vegetable produce of the PRC. respectively

Locking forward, the market size is likely to maintain a growing trend with a CAGR of approximately 7.3%, reaching RMB1,102.2
million in 2027. Meanwhile, the total sales volume of potted vegetable produce is expecled to reach 61.6 million pots in 2027,

representing a CAGR of approximately 4.9% from 2022 to 2027,

Nota: The total salas volume and saies revenue refer fo the total sales volume and sales that are g d from the p of poited vagetabl Source: Frost & Sullivan
prodice :
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Shandong Province’s Potted Vegetable Produce Market

Market Size (4/5)

Wholesale Price and Retall Price of Potted Vegetable Produce (Shandong Province), 2017 - 2027E
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+ The wholesale price of polled vegetable produce in Shandong has increased from RMB13.6 per pot in 2017 to RMB16.0 per pot in
2022 with a CAGR of 3.2%. Meanwhile, the retail price of potted vegetable produce in Shandong has increased from RMB22 .4 per

potin 2017 to RM24.5 per pot in 2022 with a CAGR of 1.8%.

In the foreseeable future, the wholesale price of potted vegetable produce is expected to increase to RMB17.9 per pot in 2027,
representing a CAGR of 2.0% from 2022 to 2027, while the retail price of potted vegetable produce in Shandong is expected to

reach RMB27.1 per pot in 2027 with a CAGR of 2.3%.

57 FROST ¢ SULLIVAN
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Shandong Province’s Potted Vegetable Produce Market
Market Size (5/5)

Wholesale Prices of Potted Vegetable Produce (Shandong), 2017 - 2027E
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= Due lo the increasing consumption of potted vegetable produce in Shandong, the wholesale price of potted vegetable produce in
Shandong increased from RMB13.6 per pot in 2017 to RMB 16.0 per pot in 2022 with a CAGR of 3.2%. The wholesale price of
potted vegetable produce is expected to increase ta RMB17.9 per pot by 2027, representing a CAGR of 2.3% from 2022 to 2027.
In 2022, the market price that distributors sold to hotel and restaurants was around RMB20 per pol in Shandong.

Source Frost & Sullivan
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China’s Potted Vegetable Produce Market
Market Sizes

Sales Revenue of Potted Vegetable Produce (Qingdao, Yantal, Welfang, Xi'an, Dalian and Langfang), 2017 — 2027E, in RMB Millions

City Provines | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 20238 | 2024E | 2025E | 2026E | 2027E Cﬁ%’;‘z%' C:g,ﬁ;""
Qingdao | Shandong | 54.2 76 | 1155 | 121 | 1463 | 1445 | 1520| ees | im20| 1972 | 2124 | 217% 8.0%
Yantai Shandong | 191 26 7 s 439 40.9 428 46.6 49.9 527 551 16.4% 6.1%
Weifang |Shandong| 347 | 511 | 704 | 825 | ess | sa7 947 | 1087 | 1116 | 1iso | 1234 | 209% B.6%
Xi'an Shaand | 197 27 42 434 | 545 | 537 561 | 645 | 705 | 758 | 807 | 222% 8.5%
Dalian Liaoning 471 59.2 B7.4 1.1 1131 1125 119.0 130.9 1414 149.3 155.0 19.0% 6.6%
Beijing eling | 337 | 416 | 541 | 563 | 728 | 738 772 | 846 | 926 | 1022 1118 17.0% 87%
Hebei Hebeal 1643 2269 3208 34389 440.2 452 470.5 5146 5618 6201 6851 22.4% 8.7%
Jiangsu | Jiangsu | 2301 | 320 | 4752 | s00 | eass | e3es | esu4| 7824 | seso | wo75 | 11243 226% | 120%
Jinan Shandong| 569 | 748 | ©95 | 102 16 | 1168 | 1204 | 1308 | 1410 1508 | 1507 [ 155% 6.5%
Tianjin Tanjn | 127 | 175 | 261 | 264 | 247 | 254 a79 | 428 | 487 | sa2| 605 | 228% | 113%
Langfang | Hebei | 245 | 333 | 487 | s01 | e45 | 662 705| 773 | es2| ee0 | 1081| 220% 9.9%

The =ales revenue ol polled vegelable produce in Beijing has increased from RMB33.7 million in 2017 to RMB73.8 million in 2022 There were approximately 50 polled
vegetable producers in Beijing in 2022 In 2022 there were approximalely 6 thousand chained restaurants in Beijing. With potential demand from restauranis on polted
vegetable produce, the sales revenue of polted vegetable produce in Beijing is expected 1o Increase to RMB111.8 million with a CAGR of 8.7% from 2022 to 2027

Langfang locates near Beijing and Tianjing, and is one of the fastest growing economies in Hebei province, the sales revenue of polled vegetable produce in Langfang
increased from RMB24.5 million in 2017 to RMBG6.2 million In 2022 There were approximately 30-50 polled vegetable producers in Langlang In 2022 In 2022, there were
approximately 500 to B0O chained restaurants in Langfang. With potential demand from ants on polled vegelable produce, the sales revenue of polted vegetable
produce in Langfang is expected to increase to RMB106.1 million with a CAGR of 8.8% from 2022 to 2027

Souwrce National Bureau of Stahatica of Ching, Frost & Sullivan
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China’s Potted Vegetable Produce Market
Wholesale Price of Beijing and Langfang

Wholesale Price of Potted Vegetable Produce (Beijing and Langfang), 2017 = 2027E
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= The wholesale price of potted vegetable produce in Beijing has increased from RMB15.9 per pot in 2017 to RMB20.1 per pot in
2022 with a CAGR of 4.9%. Meanwhile, the wholesale price of potted vegetable produce in Langfang has increased from RMB13.6
per patin 2017 to RM15.0 per pot in 2022 with a CAGR of 2.1%.

= In the foreseeable future, the wholesale price of poited vegetable produce in Beijing is expecled to increase o RMB23.6 per pol in
2027, representing a CAGR of 3.3% from 2022 to 2027, while the wholesale price of potted vegetable produce in Langfang is
expected to reach RMB17.8 per pot in 2027 with a CAGR of 3.5%.

Source. Frost & Sullivan
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China’s Vegetable and Potted Vegetable Produce Market
China’s Consumer Price Index of Vegetable

RMB/KG Average Wholesale Price of Vegetables (China), January 2016- December 2021
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|+ The average wholesale price of vegetables is the average wholesale price of 28 types of vegetables in China. It has been
| fluctuating substantially during the period from Jan 2016 to December 2021. The average wholesale price of vegetables is
I affected by a lot of factors such as seasonality, weather conditions, global trade, natural disasters, cost of fertilisers and domestic
: demand and supply. Take seasonality as an example, due to shortage of supply, the prices of vegetables are normally higher in
I winter. In the forecast period, the average wholesale price of vegetables is estimated to keep growing.

I
]

Source: National Bureau of Stalistics . MOA, Frost & Sullivan
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China’s Vegetable and Potted Vegetable Produce Market
Market Drivers (1/2)

Major Drivers

1 Rising Urbanisation and Income Level

2 Increasing Frequency of Dining Out

|
3 Concerns about Food Safety

MARKET DRIVERS
m Description

* In line with the steady growth of macro-aconomy, the income level of Chinese residents has significantly improved In recent years. The

per capita annual nominal GDF in Shandong province has increased from RMB63.9 thousand in 2017 to RMB 86.0 thousand in 2022,

with a8 CAGR of 6.1%. Maanwhila, the urbanization rate in Shandong province has increased from 60.6% in 2017 to 64.5% in 2022. Along

Rising with rising urbanisation and income level, an increasing number of people have begun to amphasise on parsonal wellness and are

lirEsRisation and looking for measures lo stay healthy. Cullivating potted vegetable produce In pots filled with organic substrate allows potted vegetable

ARG val produce reduces the likelihood of contamination from pollutants and harmiul chemicals compared to vegetable produce grown in open

fields. Thus, polted vegetable produce generally has advantages in safety, freshness and nutritional value, As peaple are mare able to

afford high-quallty food and given that a dally intake of a variety of vegetables is linked to a decreased risk of chronic diseases including

diabeies, heart disease, and cancer, Chinese residants have increased their consumption of potted vegetable praduce as a cost-effactive
product for access fo quality and fresh vegatables in the city, thus leading to a growth in demand for polted vegetable produce in China.

= ‘The per capila disposable income in China has been rockeling up along with the rapid growth of China's economy, which has promoted

Increasing consumption upgrading. With an upward trend of consumption upgrading In China and in Shandong province, consumers are more

Frequency of willing to dine out and spend more when dining at restaurants for better food quality. In order to meet consumers' higher standards and

Dining Out mare diversified tastes for food, a higher quallty and wider variety of vegetables are needed in restaurants for cookad dishes, salads and

VRS decoralions, etc. Hence, potied vegetabla produce is highly preferred by restaurants for their freshness, quality and safety. Therefore, the
increasing frequency of dining out in China rockets the demand for potied vegetable produce from restaurants.

+ The ageing population in China has bacome a concerning social problem. China has already entered an ageing society as the
percentage of population agoed over 65-years-old has maintained an increasing trend. In Shandong province, the percentage of
Growing Ageing population aged over 65-years-old has increased from 14.0% in 2017 to 16.1% in 2022. Since the elderly populations have higher
Population preference for fresh and healthy food like vegetables, they are expecied to be the main consumption group of vegetables and potted
vegelable praduce In China, The growing aging pepulation is estimated o drive the future growth of China's vegetable and potted
vegetable produce markets. Source: Frost & Sullivan
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China’s Vegetable and Potted Vegetable Produce Market
Market Drivers (2/2)

Major Drivers

4  Growing Ageing Population

5 Expanding Online Distribution Channels

MARKET DRIVERS

Major Driver Description

+ In recent years, online distribution channels have become more popular with custormers due to lower prices and the variety of
choices, Leading vegetable and potted vegetable producers have already expanded their distribution channals from traditional
wholesalers and retailers to online platforms, such as Taobao and WeChal, elc. As growing numbers of households, especially
those youngsters, are ordering products through online distribution channels, this trend Is likely to boost the growth of China's
vegelable produce and potied vegetable produce markets,

Expanding Online
Distribution Channals

* In view of the rapid growth of China's economy, Chinese residents are pursuing higher living standards, thus paying mora atlention to
faod quality. Meanwhile, factors such as environmental and food safety (ssues have detrimentally influenced the Chinese population’s
wellbeing, resulting in the sub-oplimal health status of many residents. With the desire for higher living standards and improvements of
the suboptimal health status, people in China and In Shandong province have begun paying more attention to personal health problams
and consuming healthier food, In the meantime, the gavernmant also shows a growing concem about the parsonal health problems of
residents, For instance, Health China Operation (2019-2030) (il ¥t/ [Hir2h (2019-20304¢) has been announced in 2019. According
16 the Operation, China's residents are ancouraged to take in vegetables and frults per day no less than 500g and are recommended fo
have vegelables at every meal. Therefore, polied vegetable produce has gradually become mere welcomed by people In China and
China's potted vegetable produce industry is expected to benefit from this trend.

Concerns about
Food Safety

Sowrce Frost & Sullivan
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China’s Vegetable and Potted Vegetable Produce Market
Cost Analysis (1/3)

Average Annual Salary of Employees in Agriculture, Forestry, Animal Husbandry and Fishery

(China), 2016 - 2021
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= Human resource cost usually accounts for the largest part of total cost of vegetable preducers and potted vegetable
producers in China. The average annual salary of employees in agriculture, forestry, animal husbandry and fishery in
China has increased from RMB36.5 thousand in 2017 to RMB57.9 thousand in 2022, representing a CAGR of 9.7%.

+ Going forward, in line with the development of macro economy and vegetable industry, the average annual salary of
employees is likely to keep growing in the future and reach approximately RMB72.7 thousand in 2027.

Source’ National Burequ of Stalistics of China; Frost & Sullivan
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China’s Vegetable and Potted Vegetable Produce Market
Cost Analysis (2/3)

Average Price of Foliar Fertilisers (Shandong), 2017 - 2027E
RMB per KG
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= Major raw materials of potted vegetable produce include, among others, substrates, seeds, fertilisers and pots. The
cost of foliar fertilisers is an important part of total cost of vegetable and potted vegetable producers, The average price
of foliar fertilisers in Shandong increased from RMB12.5 per kilogram in 2017 to RMB13.6 per kilogram in 2022,
representing a CAGR of 1.7%.

= The price of foliar fertilisers is expected to further increase to RMB15.0 per kilogram in 2027 with a CAGR of 2.0%.

Source’ National Bureau of Statistics of China; Frost & Sullivan
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China’s Vegetable and Potted Vegetable Produce Market
Cost Analysis (2/3)

Average Price of Water Spinach Seeds (Shandong), 2017 - 2027E
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= Water spinach is a common type of vegetable produce that is widely cultivated by potted vegetable producers.
+ RMB45.5 per kilogram in 2017 to RMB52.9 per kilogram in 2022, representing a CAGR of 3.1%.
+ The price of water spinach seed is expected to further increase to RMB61.3 per kilogram in 2027 with a CAGR of 3.0%

Source: National Bureau of Siatistics of Chine. Froat & Sullivan
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China’s Vegetable and Potted Vegetable Produce Market
Policy Analysis

Law/Measures Enacted/implemented by Effective Date

| No. 1 central document {2020fFdhsi—8 () The State Council Fab. 2020

= This document underscore the imponance of rural reform, de ping modern ag and maintaining agriculiure as the foundation of its scenamy. According to this document,
agricultural strucluras should be optimized to feature mera high-quality agriculiural preducts and batier carntification of healthy food, erganic produce and source of production.

The Agriculliral Modermization Flan for Shandong vainm (2016-2020)
(LSRR 2016-20201F) )

+ This document is sei to improve the agricultural modemization in Shandong province, requiring the advantage consolidation of vegetable Industry, actively promating the selection,
purification and rejuvenation of vegetable varieties, vigorously developing facility vegetables, and prometing new greenhouses, soilless cultivation, subsirate cullivation and
Intensive sesdling technology

The Trapsformation and Upgrading Impl tatlen Plan for The Imp 1 of Quality and Efficiency ! ol .
of Vagelable Industry in Shandang Province (2018-2020) Peaple’s Govamment of Sharideng Province Aug, 2018
LR e AU s B FHA S #(2016-202018)

= This decument was te sirengihen the development advaniages of vegetable indusiry In ﬁhnnﬂcng province, 1o accolerate the transformation, llpifid"'\ﬂ and ‘umVQMEN of
quality and afficlency, and implement this program: through the developmant of thres main products, including facility vegatables, exporting vegatables and local vegetabiss. Tha

vegetable indusiry is expecied 1o be upgraded and improved

Paopla's Government of Shandeng Provincs Mar. 2017

The Development Flan for Facility Vagetable In Key Reglons (2015 — 2020)
CETRQ MU SN LU AR (2015—20205F) ) MOA dan, 2015

+ The overall goal of this document is i follow the developmant path of anargy-saving, low-cast, high-yield, high-quality, high-afficiency, eeological and safe facilities vagatables, 1o
sal the aim of reasonable preduction facilities, diverse vegolable lypes, advanced production mathods, standardized production processes and balanced product supply,
upgrading the level of industrialization

The Dowinpﬂmt Plan for Natienal Vegetable [ndustry (2011-2020)
(R MRV ARL(2011-2020)) REIMOn L

+  The documant reviewed the pasi development of vegetable produdlion industry, set future development lasks and goals, and specified a number of aclions 1o suppor the growth
of the industry. These actions include the impravement of rural area infrasiructure and mechanization level, encouragamant of teehnelogy innovation and application, training of
profassional vegsiable axperis, adoplion of slandard produclion management to snsure vegelabla quality and safely, emphasizing vegetable processing and packaging to
increase product value added, improving markel information and service system for a transparent and high efficient vegetable markel operatian

A E TR

+ The provisions of this document is aim at improving the suburban vagetable gardens of large and medium-sized cities and focusing on building five major regional vegelable
bases in upper and middia reachas of the Yangtze River, the Loass Plateau, Yunnan-Guizhou Plateay, the Yellow Sea, Hual Sea and the Bo Sea; strangthening the canstruction
of the South-to-North Vegetable Diversion Project bases in Hainan and Guangxi; promoling the standardization, facilily production, and ensuring vegelable supply,

The 12th Flve-Year Plan for Nattonal Anrlculluu and Rural Economy Developmant
(R PTG N oAt

Source. MOF, Stanting Commitiee of the Nalional People's Coengress, Frost & Sullivan Analysia
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China’s Vegetable and Potted Vegetable Produce Market
Future Trends

Future Trends

Application of Advanced Cultivation Technology

Compared with traditional in-ground cultivation, cultivating potted vegetable produce has various advantages, such as lower cost, land-saving,
higher productivity, quality and consistency. However, there are also higher requirements in cultivation and management. Potted vegetable
produce need to be planted in greenhouses or other protected areas, which should be equipped with micro-sprays or watering facilities. Along with
the development of more advanced cultivation technology, potted vegetable producers expected to conduct more siringent management on
temperature, humidity, light, pest control, and also refined treatment such as thinning branches, in order to meet quality requirements.

Expanding Varieties of Potted Vegetable Produce

Existing species of potted vegetable produce consist mainly of ordinary leafy vegetables, supplemented by solanaceous vegetables species. In
line with the growing consumption of potted vegetable produce from restaurants and households, as well as customers' changing demands for
more varied vegetable species, varieties of potted vegetable produce are likely to be more diversified in the future. Potted vegetable producers
have been taking the healthiness of potted vegetable produce more into consideration, rather than just taste, to satisfy customers’ needs. It is
expected that the expanding variety of potted vegetable produce is likely to drive further development of the market.

Improving Logistics Capabilities

Logistics capabilities are key to the distribution of fresh vegetable produce and potted vegetable produce. Most of the vegetable produce needs to
be circulated through a cold-chain system to keep fresh. Along with the development of the logistics industry in China, the improving logistics
network, in particular cold-chain logistics network, is expected to assist in the expansion of the delivery scope of potted vegetable produce and is
likely to create more opportunities for the potted vegetable produce market, .

Source, Froat & Sullivan
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Threats and Challenges

Increasing Labour Cost, Land Cost and Shortage of Labour

Labour cost is one of the major costs for the vegetable and potted vegetable produce markets as both planting and field management require
experienced and skilled manpower to ensure successful production, However, in line with the growing econemy and increasing living standards,
the average annual salary of employees in agriculture, forestry, animal husbandry and fishery in China increased from RMB33.6 thousand in 2016
to RMB51.6 thousand in 2021. Meanwhile, the average land cost per mu increased from RMB377 per mu in 2016 to RMB395 per mu in 2021 with
a CAGR of 0.9%. In addition, there is a trend of shortage of labour in the vegetable and potted vegetable produce markets. From 2016 to 2021,
total number of workforce in agriculture, forestry, animal husbandry and fishery in China decreased with a CAGR of approximately -23.2%. Hence,
the increasing labour cost and shortage of labour are likely to be a challenge for China's vegetable and potted vegetable produce markets.

Lack of Relevant Government Policies
Central government in China has played an important role in setting policies for the vegetable and agricultural industry. Policies are important for
the development of an industry through encouraging technology innevation, standardizing production processes, and etc, However, currently there
are no relevant government policies for potted vegetable produce industry in China. The lack of proper regulatory policies may be an obstacle of
China's potted vegetable produce market

Source: Frost & Sullivan
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Competitive Landscape
Ranking of Top 5 Potted Vegetable Producers in China

Ranking of Top 5 Potted Vegetable Producers by Sales Revenue (China), 2022

Company Total Sales _szwenue Markc:’t Share

(RMB Million) (%)

1 The Group 126.7 31%
2 Qian Mang 12,2 0.3%
3 csv 83 0.2%
4 Lvfang 6.1 0.1%
5 Qibi 3.9 0.1%
Top 5 Subtotal 157.2 3.8%

Othars 39121 96.2%

Total 4,069.3 100.0%

+ China's vegetable produce market was highly fragmented with around 1 million to 2 million vegetable producers in the market in 2022 There was no single
vegetable producer that accounted for over 1% of the total market share in China's vegetable produce market in tarms of production volume. In 2022, the Group
with a sales revenue of RMB126.7 million, accounted for less than 0.01% of total sales revenue of vegetable producers in China. In 2022, the Shandong province
contributed appraximately 19% of the total sales revenue of potted vegelable produce of the PRC

In Shandeng province, there were over 500 players in potted vegetable produce markel in 2022 In lerms of Qingdao's potted vegetable produce market, there
were less than 50 players in 2022

= China's potted vegetable produce market was highly fragmented in 2022 with top five players accounting for 3.8% of the total market share in China's potted
vegetable produce market in terms of sales revenue. In 2022, with a sales revenue of RMB126.7 million, the Group accounted for approximately 3.1% of total
sales revenue of polted vegetable producer of China. There is a consaolidation trend in this fragmented market. Leading companies with repulation, advanced
cultivation techniques, and professional management teams are expected to enjoy further development in the consolidation trend

Source. The dafa of the Group comes from the Group, Frost & Suflivan Analysis
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Competitive Landscape
Ranking of Top 5 Potted Vegetable Producers in Shandong Province

Ranking of Top 5 Potted Vegetable Producers by Sales Revenue, (Shandong Province), 2022

Average
Total Salas . Number of Selling Price
Company Revenue M‘"kﬁ; il Vegetable of Potted
(RMB Million) (%) Species Vagetabla
(RMB per Pot)
1 The Group 114.5 14.8% 29 161
2 Shouguang Seed 7.9 1.0% 15t0 20 ~20
3 QiDi 37 0.5% ~5 ~20
4 Liaoyuan 2.2 0.2% =10 ~15
B Huikangyuan 1.4 0.2% =10 15 to 20
Top & Subtotal 129.7 16.8%
Others 643.9 83.2%
Total 7736 100.0%

+ The total sales revenus of Shandong province's potted vegetable produce market was RMB773.6 million in 2022, The majority of market
participants in Shandong province's potted vegetable produce market are agricultural cooperatives. There are over 500 potted vegetable
producers in Shandong province in 2022

+ Shandong province's potted vagetable produce market was relativaly fragmentad in 2022 with thousands of potted vegetable producer with top
five players accounted for 16.8% of the total market share in Shandong province's potted vegetable produce market in terms of sales revenue. In
2022, the Group, with a sales revenue of RMB114.5 million, accounted for 14.8% of total sales revenue of potted vegetable producers in
Shandong province. There is a consolidation trend in this fragmented market Leading companies with good brand reputation, advanced
cultivation technique, and professional management team are expected to see further developmant in the consolidation trend.

Sourge, The data of the Group comes from the Group, Frost & Sulliven Analysis
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Competitive Landscape
Company Profile of Leading Company

Al Headquarter Established A
Company Name el Vs Description
Hahhot Established in 2011, this company is a non-listed company
Qian Meng | M ] i 2011 headquartered in Hehhot, Inner Mongolia, China, primarily focusing on
OMY] HIRAEVangoTa tha cultivation and distribution of potted vegetable produce,

Established in 2011, this company is a non-listed company

% Shouguan, Shouguang, headguarterad in Shouguang, Shandong province, China, primaril
U Ll 0 T S ol B ) s::ged " Shandong Pro%mce 2011 focus?ng on the c:ulﬂvall[:m agd dla!rihu!lgnpm potted vegelal:nle pra:uca
and vegetable seeds
Eslablished in 2000, this company is a non-listed company
Ll L Suzhou, 2000 headquartered in Suzhou, Jiangsu province, China, primarily focusing
Y ) 4 Jiangsu Province on the production and sales of potted vegetable produce and arganic
@ fertilisers

Established in 2017, this company is a non-listed company
headquartared in Shouguang, Shandong province, China, primarily

=

Shouguang,

by Qibi : 2017 : !
] Shandong Province facusing on the production and sales of, among others, pottad
Al vagelable produce and seeds
QU IAGE (ol vare  — — _
s Established in 2002, this company is a non-listed company
’ Liaoyuan Shouguang, 2002 headquariered in Shouguang, Shandong province, China, primarily
® Shandong Province focusing on the production and sales of vegetable and potted
Hm vegelable produce
" Established in 2016, this company is a non-listed company
Hillkergitan Qingzhou, 2016 headquanered in Qingzhou, Shandong province, China, primarily

focusing on the production and sales of potted vegetable produce and
substrales

Shandong Pravince

Source, Frost & Sullivan Analysis
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Entry Barriers

Entry Barriers

Reputation of vegetable producers is often established by word of mouth, and customers are more
inclined to choose reputable brands for guaranteed guality. So far, there are already some well-known

Brand brands in China's vegetable and potted vegatable produce markats with large customer bases, Those
Recognitlon companies can gain trust easier from customers and can reduce their cost of reaching new customers
significantly. It is difficult for new entranis to compete with existing participants for customers. A huge
amount of marketing expense will be necessary for a new player to enter into the market.

Potted Vegetable Cultivation of potted vegetable produce requires potted vegetable producers to have the right know-how

Produce to ensure the supply of quality vegetables. Cultivation know-how mainly includes construction of
Cultivation greenhouses, seeds selection, sowing, vegetable growth management, formula of cultivation materials,
Know-how as well as use of automated machineries and equipment. Existing players are likely to have accumulated

sufficient know-how and abundant professionals, New entrants are likely to encounter difficulties in
mastering such know-how in a short run

For potled vegetable producers, abundani capital is essential for expanding sown areas, developing
techniques for cultivating new vegetable species, hiring experienced professionals and maintaining the
greenhouses. Moreover, to achieve economies of scale in production, huge capital investment is
required. It is not easy for the new players to enter into China's potted vegetable produce market without
abundant capital.

Capital
Requirements

Logistics capabilities are key to the distribution of vegetable, and substantial investment is required to
build and maintain a reliable logistics network. Most vegetable products are planted in suburban areas

Logistics and need to be transported to end-cusiomers. Therefore, the efficiency of potted vegetable produce
Capabilities distribution depends heavily on a company's logistics capacity. Currently only few players have reliable
self-built logistics capabilities. It is difficult for a new market entrant to build its own logistics system in a
short period of time.

Source: Frost & Sullivan
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Competitive Edge of The Group

n Market Leader in China's Potted Vegetable Produce Market

# The Group is tha largest and astablished potted vegetable producer in Shandong province of China in terms of sales ravenua focusing on tha
eultivation, supply and distribution of potted vegetable produce in Qingdac Also, as most companies has produced potted vegetable in around
2015, the Group i5 one of the first few pionaer potted vegetable producers in Shandong province which started large scale production of potted
vegetable produce with an annual production capacity of more than one million pots in 2018, building the Group's reputation and a leading
market position. The brand image of the Group is highly recognised among consumers. In 2022, the Group was the largest potted vegetable

roducer in China in terms of sales réevenue

Extensive Distribution Network

# Tha Group has built an extensive distribution netwerk across Shandong, Shaanxi and Liaoning provinces. Such extensive distribution network
helps the Group to save logistic cost, reach more geographical regions in China and penetrate its products inte the market more quickly,
efficiently and affactively Also, the Group has worked on promoting online sales of its products to allow customers to place orders via mobila
phones, as well as to trace their orders and pay their bills onling. With an extensive distribution network, the Grc-up has accumulated and
established a solid customer base after over a decade of the operation in potted vegetable produce business

Advanced Technique in the Potted Vegetable Produce Cultivation

# Possessing knowledge on advanced technigue in the potted vegetable produce cultivation can be regarded as a main advantage of the Group.
The Group applies an industnial cultivation methed to produce potied vegetable produce. This cultivation method requires use of enclosed
greenhouses together with advanced horticultural know-how and automated machineries and equipment in connection with pest control, heating
and ventilation or shading of sunlight to control or monitor parameters such as pH value of organic substrates, temperature, humidity, carbon
dioxide density and lllumination. The ability to utilise such advanced technique increases the productivity of the Group

n Rich Product Portfolio
& Comparing with other major potted vegetable producers in Shandong. the Group has the largest number of species. The Group currently

cultivates and sell 31 species of potied vegetable produces, while other compelitors generally have only 5 to 10 species. The Group invests a lot
in the innovation of new species, and the rich product portfolio and innovation s likely to help the Group to gain larger market share

Souwrce Frost & Sullivan
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Competitive Edge of The Group

H Potted Vegetable Produce Advantage

# |t is submitted that the advantage of pofted vegetable produce of the Group have the following advantages as compared to those cultivated
under different cultivation methods are listed as below: including (i) The cultivation substrates of the Group are organic substrates with soil
fertility and nutrition, thereby avoiding the issue of reduction of soll fertility and productivity due to continuous cultivation: (ii) In-pot cultivation
method adopted by the Group aveids water and soil pollution and eutrophication; (iii) The growth of vegetable produce in individual pots provides
physical segregation between each of the vegetable produce, which could prevent the spread of crop diseases or pest infestations by lowering
the risk of cross contamination; (iv) Different from vegetable produce grown by traditional cultivation methods, potted vegetable produce ensure
the freshness of vegetable produce and avoid the loss of weight that occurred during the transpertation and sales process. Hence, the potted
vegetable produce of the Group can satisfy the demand of the high-class food and beverage market and can be sold at a higher price with
greater profit margins

Soume: Frost & Sullivan
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Abbreviations and Terms (1/2)

Abbreviations and Terms

- Bn:Bilion

= Mn: Million

+ CAGR: compound annual growth rate

= China: if not specified refers to mainland China. excluding Hong
Kong, Taiwan and Macau

I L}
i ]
i I
] i
1 ]
i i
i I
i i
i I
i I
: * PRC: People's Republic of China :
1 '
i ]
i I
i ]
i i
[l I
i I
] i
i I

- GDP: gross domestic product

| s ) = i T R R R R S S S S S e R e e e '

= Interviews with industry experts and market participants are conducled to colleci information for this report, based on a best-efforts basis.
«  Frost & Sullivan will not be responsible for any information gaps where interviewees have refused to divulge confidential data or figures

« In instances where information is not available. figures based on similar indicators combined with Frost & Sullivan in-house analysis will be
deployed to arrive at an estimate.

*  Frost & Sullivan will state the information sources at the botlom nghl hand corner nf uaah sllde far easy reference.

i bt e e e S e ) e, o e
= Value and flgures in 1hn5 mport are all rounded. Figures may not add up to the respective totals owing to rounding. CAGRs may not be :
reproducible from the rounded figures exhibited in the charts !
i

i

. Tha baaa yaar is 2022 The historic period is from 2017 to 2021. The forecast period is from 2023 to 2027

Eource Frost & Sullivan
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« |18 an indusliy praciice lor vegatable and polted vegetable producers to sell their products through whelesalers and disiributors in Ghina. By taking advantage of distnbutors’ local
markat knowledge, rescurces and established distribution and sales channels, vegetable and polled vegetable producers are able fo avoid the significant capital invesimant that
would otherwise be required to establish & sizeabls distibution and sales network. The percentage of wholesalers in lermis of sales revenue of selacted listed vegetable companies
are listed as follows

Yumng Fonﬁllng assence lel-Pmmulm industry Co, Ltd. 872707 ~10%

AR GRS 0 PO A S S (R
Hubel Yuruyl Beans Ted'm!ogy Co. Ltd, 831780 ~22%

+ Itig an industiy practice for pollad vegetable producers to engage subcontraclors 1o assislin cullivation of polted vegetable produce

+  Generally, because most potled vegetable produce spoil easily, distribulors of polted vegetable producers usually distribute products 1o their sub-chstnbutors and cther end users in
a timely manner Thus, disiibutors do not maintain a high level of inventory of potted vegetable produce

+  Ganerally, pricas of pollution-frea (4. 7> '1) vagelable produce is mare axpensive han vagalable produce withou! pollution-irea I:orhhr.llmns With relevani cerlificates like Certificale
of Pollulion-free Agricultural Products (4255 407 bl 15) and Cenificate of Origin of Pollution-free Agricultural Products CASYE Gl e T 19), the Group s able to sell
potled vegetable produce al higher prices compared 1o products sold by venders withoul sueh cerlificales During the Track F!ncurd Period, products of the Group were sold 1o the
Group's disiribulors ai a seliing price of approximately RMB13 to RMB16 per pol and 1o the Group's end-user customers al a selling price of approximately RMB18 to RMB20 per
pat, with the exceplion of garlic chives being sold al an average selling price of RMB40 per pot 1o the Group's distrbutors and 81 an average selling price of RMBEO to the Group's
end-user cuslomers dua 10 the specias’ longer ime and highar technical requiramants for growih and maturation

+ ltis an industry nom to hire subcontraciors for assisting in cullivation of potled vegetable produce in China,

+  Coronavirus disease 20189 (COVID-19) is an infectious disease that was first identified in December 20189 in Wuhan, the capital of China's Hubei province, and has since spread
globally, resulling in the ongoing 2019-20 corenavirus pandemic

+  Generally speaking, the level and patiern of spending by the PRC consumers depends on various factors which (nelude the consumaer tasles, paiceplions and preferences,
consumer income, consumar confidenca of ihe safety and quality of the potted vegetable produce

+  Consumers in the PRC are increasingly conscious ol agricullural product safaty and quality and how their daily consumption of foods would affect their healih

+  Adverae publicity and news aboul the safaty and quality of domaestically produced food products. and countereiting and imitation of leod products are widespread praclices in the
PRC

«  Thaera are many subgoniracting companies of comparable size and qualily available in the markel

+  For specific regional markeis, (he potied vegetable produce market may show seasonality fluctuations in ling wih the eatenng market For example, in Qingdac, catering marke!
generally gains larger revenue in summer and autumn due to the growing number of visilors aliracted by vanous festivals including Qingdao Beer Fesiival in August Hence, the
demand for polted vegetable in Qingdao grows in line with the growing of catering market in summer and aulumn

+ I line with the saasonality flucluation of catering services. and also due to the seven-day spring lestival holiday when most resiaurants are temporarily closed. sales of pofled
vegelablo produce 1o hotels and restaurants may record a lower revanue in the first quarter of a year

< Itis a general industry praclice that polied vegatable producer ganerally grants a trade receivable recovery period ranging from one lo six months. The trade receivable recovery
penod vares significantly depending on vanous faclors, such as the industry practice of a8 specific regional market, ihe unique background of the distributors and the irade
receivable recovery perod thal the disinbulors granted 10 their end-user customars, sic

+  Polled vegetable produce is still a relatively new product 1o tha mark et
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Sown area generally accounts for 10% to 50% of the total area in vegetable production bases. The average share of sown area is around a quarter. For example,
for Shandong Shouguang Vegetable Industry Group, the share s around 20%, and for Shouguang Leyl Vegetable Technology Development Co., Ltd ., the share
is around 30%.

Similar to other vegetable produce, potted vegetable produce are consumable that target the general public for their daily consumption. As a general markel
practice, they are disseminated lo a large number of different premises, such as holels and restaurants for the consumption by the consumers. Particularly for
polled vegetable producers with a small numbers of sales and markeling persennel, it Is beneficial and cost effective for them lo engage distributors for
distribution, as they can benefit from (1) the use of clientele and sales and markeling experience of the distributors, (i) efficient distribution and rapid penetration
to the geographical region for distribution assigned to the distributors which covers a large numbers of customers such as hotels and restaurants.

Since potted vegetable produce is a fresh daily consumable, catering service providers such as hotels and restaurants would generally expact a stable supply
from tha producers or distributors so that the potted vegetable produce would be replenished rapidly after consumption from time to time.

It is acknowledged by F&S that (i) Polled vegetable produce will not be harvested at the time of sale, (i) due to the difference in species; and (iili) dependlnﬂ an
the maturity of the vegetable produce, there will be varlation in weight of each potied vegelable produce upon sale, the ement of potted
produce by pols is commonly acknowledged in the industry and is applied to each markel player In the industry.

of 0.7 kg to 1.0 kg of vegetable produce Shandong provinca is an agricultural province which has an ample supply with numerous suppliers of the raw materials
used in the production of potted vegetable produce (i.e. components of organic substrates, seeds, ferlilisers and biopesticides) and thus the agricultural raw
material supply markat of Shandong province is buyer-led, competitive and fragmented. For instance, there were approximately 6,000, 5000 and 3,000 suppliers
of seeds, fertiisers and component of organic substrales in Shandong province in 2021 Hence, polted vegetable producers can procure the same or
substitutable raw materials from different suppliers and thus have the flexibility to switch to procure from different suppliers with no material impact on their
operations. Therefore, the industry practice s that potted vegetable producers do not need to enter into any long term agreement with their suppliers of raw
materials.

The Group's potted vegetable produce is sold at a higher price compared o other vegetable produce from traditional cultivation methods, and therefore they
larget different customers.

There were less than 10 potted vegetable producers in Shandong province which cultivate polled vegetable produces only and, al the same time, possess an

In-ground cultivat

Number of yi por year and
production volume par ylald®
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_ {Traditional) In-ground cultivation vegetable | Hydroponic cultivation vegetable

Technical
requirements

T matured. vepeiable. prodice wi ummuo The matured vegelable produca wil mmmwmm produce wil no(blhlrvulldhfon
haivesting, packaging and Iransporting before  undergo hmnung puk-glng and  sale. In general, such vegetable produce shall stay fresh and
Sales method sale. In general, such vegetable produce shall stay transporting before sale. In general, alive for 10-14 days after delivery
‘
groups | ] / )
‘fh-nhﬂpﬂna-mmﬂymmalmhmhw-nduf mmumummwnmm The rotail pﬁu is unmd 1 ba In the hlnh-tnu of m.
nge of the consumer's acceptable prices, middla to high-and of the cust ble price range, which can be four times to

fresh for 3.5 days ‘such vegetable preduca shall n-y frash
mlnlv :unuwmwmwnﬂmn and relatively mm.blo price range, which ean h five Ihnn of mn from traditional cultivation mathod. Such
lowsr value addiion fo the final product one times to four times of those from  premium In pricing Is supported by vegelable produce being
Nanetheless, the retall price of certain vegetable iraditianal culfivation method. The retall seld in fresh and living status, |m use of new subsirates for
o ) produces may fluctuate in different seasons, in  price Is similar o those vegeiable grown every pot, organic cultivation procass and higher initial
etal Tice

for 35 days with betier
particular those which are temperaiure-senaiiive, under in-ground cultivation mathod lm-mmcm cost. As pwnd vegetable produce (s cullivated in
due to the limited supply and 4 to the ial sactor of tha
catering industry, the lupply shall remain ll.lbil whilst damme
s ralatively inelastic
Therefore, tha refail price \MII remain mmy ml:vh
throughout the year

Number of yields
per year

Minimal Mlﬂl fertiliser m-y be lwlldd in ll'hM m.llilvmn
- Grawth of in

R ) ; ! Q | pots p
Th use of chamical feriisars and pastiide afects T8 Peri et whter oy éropenic physical segregation betwsen sach of the vegetable praduce,
the soil fertility and undarground water quality, thus Yoge e which pravents tha spread of crop diseasas or pest infestation
. risk of soil and underground water
lewering the productivity of land in long term by lowering the risk of cross contamination

Rollutions In-pot cultivation has low petantial risk of sail and undargraund
waler pollutions
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Approximate registered _ % of Revenue from
— Full Name of Peer Groups Capital (RMB Market Coverage P tted Vegetable

Shandong Qidi Agricultural Science and Malnly In Shandnn' ;
bl
! 4 nolog i,

Mainly in Shandong
m Qingahou Milkegyuan Vagetblss Co, Lid. 1 million Cine

It is respectfully submitted that the Group has nol yet applied for the agriculiural produce authenticalion and Iracking system since the Xi'an Facility and the Dalian
Facility are relalively new cultivation facilities and have a smaller scale of production. Only a small proportion of agricultural producers have applied for the said
authentication and tracking system in Shaanxi province and Liaoning province. Frost & Sullivan confirm that the Group can differentiate its vegetable produce from that
of the other in-ground cullivation producers given that the vegetable produce of the Group is sold in pots while still fresh and living.

Beljing, logether with Langfang, has a combined permanent residents of 27.3 million as at 31 December 2022, more than the aggregate permanent residents of 26 8
million of Qingdao, Yantal and Weifang In Shandong as at 31 December 2022, Furthermore, Beijing and Langfang are close 1o Shandong province and Dalian, which
are all situated in the Northern China, consumers in Beijing and Langfang share similar dietary habit In addition lo its close proximily to Beijing, Langfang itself is also
one of the fastest growing economies in Hebel province. The aggregated sales revenue of polted vegetable produce in Beijing and Langfang increased from RMB58 2
million in 2017 to RMB140.0 millien in 2022, The sales revenue is expecled to further increase from RMB140.0 milllen In 2022 to RMB320.4 million in 2027,
represenling a CAGR of 18.0% Furthermore, there are only approximately 80 to 100 potted vegetable producers and around 6,500 chain restaurants in Belling and
Langlang in 2022,

On one hand, the end-user cuslomers usually need to prepare a varely of dilferent food Ingredients to satisfy the public's needs, on the other hand, the end-user
customers are only able to keep limited stock on food ingredients in order to preserve the freshness. |1 is typical for them to order from a wide range of suppliers in
small quantity per arder and require frequent replenishment.

Furthemmore, the mass market of the catering industry is notably diverse and scatlered, ranging from different style of cuisines and scale of calering service operation, It
Is alzo a constanlly changing market, where the consumers’ laste and preference changes rapidly and the demand from each individual hotel and restaurant tightly
follows consumers' preference

Unlika the supply of other commodities which may deliver in bulk and al a relatively longer time span, potted vegelable produce needs to reach the end-customers as
s00n as possible once reaching maturity and the end-user customers usually request replenishment on a day-lo-day basis. given the nature of potted vegetable
praduce,

The core compelitive slrengths of the Group is founded on the experience in the cultivation and the quality of potied vegetable produce of the Group,

Polted vegetable produce Is a consumable product thal is for the daily consumplion by the general public and it is quite commaon that the potted vegetable produce
needs to be delivered to customers, such as holels and restaurants, located in numerous dilferent premises for the consumplion by the consumers.

Each pot of vegetable produce usually contains approximately net weight of 0.7 kilograms to 1.0 kilograms of vegetable which primarily depends on the vegetable
species. the edible portion of the vegetable and the maturity of the vegetable produce.
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In 2022, mare than 80% of the vegetable produce distributors in the Shandeng province are sole proprieters and registered Indlvidual businesses, primarily attributable 1o the fact
that the whole supply chain of vegetable produce, from cultivation to sales, is highly scattersd and many of the industry players are in fact villagers living In rural areas who are
conducting their business in the form ef small family business, There are some relatively sizeable disiributors, which account for less than 30% of the market,

It is submitied that the Group's cradit term offared it distributors I8 in line with the industry practice which is 30 days 15 180 days and thus is considered reasonable in the eyes of
the Directors. Langth of credit term offared by vegetable distributors to their end-user customers is subject lo various faclers, such as background of the end-user customers (e.g.
scale and cradit histery), relationship between the distributors and the end-user customar, and industry practice of a specific markel / region.

Frost & Sullivan further advised that during the Track Record Period, distributers of potted vegetable produce in Shandong provinee / China, which are not engaged by the Group,
generally offered a eradit term ranging from 30 days to 180 days days to their customers.

It is respecifully submitted that the Group is open to cooperation with sizeable distributors at all ime, However, the management of the Group realise from real practice that there
are only a few sizeable distibuters. This is supported by a markel research and analysis conducted by Frost and Sullivan, which suggests that more than B0% of the vegetable
produce distributars in the Shandong province are distributed by sole proprietors and registered individual businesses in Shandong province and in mainland China, respactively,
primarily attributable to the faci that the whole supply chain of vegetable produce, frem cultivation te sales, s highly scattered and many of the indusiry players are in fact villagers
living in rural areas who ara conducting their business in the form of small family business.

It i Also worth noting that most of those sizeable incorporated distribuiors principally engage in distribution of the relatively non-perishable agricultural produce, such as rice,
wheat, cereal or canned and preserved foods, and therefore, these disiribulors have (heir own limitation and ara unlikely 1o anter inte business ralationship with the Group
Furthermore, due 1o the said mismateh of characlerisiics and the Group's business strategies which emphasis on the depth of penatration in regional market rather than a broad
but shallow coverage, the Directors of ihe Group considered thal engaging sizable distributors have no material benefit for the development of the Group.

It is submittad thal the Group's credit term offered its distributors is in line with the industry practice which is 30 days to 180 days and thus is considered reascnable in the eyes of
the Directors.

©n the othar hand, a5 advised by Frost & Sullivan and the Direclors concur, length of credit term offered by vegetable distributors 1o their end-user custemers is subject to various
factors, such as background of the end-user customers (e.g. scale and cradit history), relationship between the distribulors and the end-user customaer, and indusiry practice of a
spacific market / region.

Frost & Sullivan further advised that during the Track Record Period, distribulers of poltad vegetable produce In & 1g provinge / China, which are net angaged by the Group,
generally offered a credit term ranging from 30 days 1o 180 days to their customars. Further, distributors of vegetables grown frem other cultivation methads generally offered a
cradit tarm ranging from 30 days to 180 days to their customars,

In addition, as confirmed by Frost & Sullivan, since the culfivation facilities of agricullural producers are usually located in suburban area, save for a handful of eustomers which
are located closely proximate to the cultivation facilily, it is extremaly rare that the operators of hotels and restaurants in the cily would aitend to the cultivation facility to pick up the
products they ordered as it is not cost-effactive to do so given the small quantity per erder and the frequency of delivery required to maintain freshness of the agricultural produce.
As a result, distributorship model is widely adopted in the agricultural industry as it effectively and cost-efficiently connects the agricultural preducers and tha end-user customers
As advised by Frost & Sullivan, in China, it s an entrenched tradition that agricultural related activities, such as cullivation, distribution, and sale of vegetable produce, are
conducted by villagers in rural areas in the capacity of sole proprietor or in the form of small family business, According to Frost & Sullivan, among the wholesalers of agricullural
praduce, more than ~B0% of them are trading as a sole proprietor or regi { individual busi in 2021 in the Shandong province. Hence, due to the prevalénce of sale
praprietorship in the agriculiural industry, it is common, and practically speaking inevitable, for agricullural producers lo angage various sole praprialors for the distribution of their
preducts In the reglonal market,

In FY2020, FY2021, FY2022 and 5M2023, the spread betwaen the wholesale price (.e. the avarage price at which the Group sells fo the disiributors) and the retall price (e the
average price al which the distributors sell 5 hotel and restaurants) were approximately RMB3.3 par pol, RMB3 4 per pot. RMB3.4 per pot and RMBJ3.4 per pot on average,
respectively. Frost & Sullivan opines, and the Directors concur, that the said price spread was in line with the market range in each year of the Track Record Period,
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As advised by Frost & Sullivan, sizeable distributors are very rare In Shandong province, Ameng these sizeable disiributers, mest of them are general distributors that distribute all
kinds of grocenes and daily supply, and none of them s spacialiged in the disiribution of frash agricullural produce.
As advised by Frost and Sullivan, distributorship model is the pradominant business madel for the sale of agricultural produce (including vegetable produce) in the PRC. Basically,
more than B0% of the aals of vegatable produce in the PRC is conducted through distributors, and the rationale behind is illusirated as follows:
< (i) the typical indusiry supply ehain (i.e. from upper slream to downsiraam stak 3) Includes the vegetable producers, vegetable wholesalers, vegelable
ratailers and end-user cuslomars, and the formatien of such typical industry supply chain is primarily attributable to traditional and historical reasons. Currently, there are
mare than 1,000 agricultural produce wholesale markets(# i @ I3 i1188) in the PRC, and each &f them consists of many small to medium size distributors. Among
thesa distibuters, majerity of which are trading as sole proprietor, primarily due to the fact that farmlands are widaly spread over different villagas, and the businass of
the whale agricullural industry (from the cuitivation to sales and distribution) is mainly conducted in tiny scale. In faci, only those sizeable retallers which are equipped
with large storage facility, such as chains supermarket, weuld have the rescurces te directly purchase agricultural produce from the agricultural producers at the upper
stream. However, since the targe! end-user cusiomers of the Group are hotels and restaurants, they generally do not purchase directly from he Greup, and
« (i) the agricullural producers and sales and distribution channel of vegetable produce are highly scattered The numbar of vegetable producers and downsiream
customers (e, retailers, supermarkets and catering service providers of various size) are axtremaly huge and they are widely spread over the region. Agricultural
producers are genarally unfamiliar with the end-user customers, and they have been relying on the intermediate distributors for distibution of their produce for a lang
time For example, in Shandong province, there are over 200,000 vegelable producers and one million end-user customers. If there is no such distributorship natwerk in
the market, agricultural producers would net be able to effectively connect thelr targeted customers as well as to swiftly regponse 1o their naeds Conversely, and-user
eustomars are also equally relying on purchasing fram the intermediate distributers in order 1o secure m slable source of supply,
Accardingly, Frost and Sullivan advised ihat distribulorship is the dominant model of distribution in the vegetable market in the PRC and that it is practically spaaking vary cemmon
for the Group to adopt disiributership model
Frost & Sullivan further advised, and the Direclors concur, that there is ne clear and direet corralation batwoen the length of credit term and the cultivation methods (i.e. iraditional
in-ground cullivation, hydroponic cultivation or in-pol cultivation). The length of credit term is subject to various markel parametars, such as the price, bargaining powaer of the end-
user custemaers, level of acceptance and market supply of and demand for the produce.] In particular, the langth of cradit tarm offered by vegatable distributors to their end-user
custorners is further subject 1o factors such as the background of the end-user customaers (8.9, scale and credit history), relationship between the distributors and the end-user
customar, and industry practice of & specific markel / reglen, Therefore, cultivation method per se does nol affect the length of credil term. Rather, it depands on the type of
product (e.g whather it is a new or traditional preduct) praduced by the cultivation maethod and the requesi of the downstream stakeholders in the vegetable distribution industry
O the other hand, the Group further learn! from its pravious direc! dealings with hotals (end-user customars during the Track Record Period where the latter generally requested
the Group to provide a credil pariod of [180] days, which (s in line with the industry praclice. Further, as advised by Frast & Sullivan, the eatering cparators In Shandeng prevince
recorded a net profit margin of merely around 5% to 10% recently and see liquidity a crucial Issue
The industry supply chain typically includes the veg: producers, v " relailers and end-user customers. Curréntly, there are more than 1,000
agricultural produce wholesale markets (JUF VL5108 in the PRC, and each of them consists of many small lo medium size distributors. More than 80% of the agricultural
produce distributors in tha PRC are sole proprietors, primarily due to the fact that farmlands are widely spread over different villages, and the business of the whole agricullural
industry (from the cultivation to sales and distribution) is mainly conducted in tiny scale. In fact, only those sizeable retailers which are aquipped with large storage facility, such as
chains supsrmarket, would have the resources to directly purchase agricultural preduce from the agriculiural producaers al the upper stream. However, since the farget end-user
customers of the Group are hotels and restaurants, they generally do not purchase directly from the Group,
For exampla, in Shandeng prevince, there are over 200,000 vegetable producers and one million end-user cusiomers. If there is no such disiributership network in the market,
agricultural producers would not be able to effactively connect their targeted customers as well as 1o swiflly response to their needs, Conversely, end-user customers aré also
aqually relying on purchaging from he intermadiate distributors in order to secure a stable source of supply.
Accordingly, Frost and Sullivan advised thal distributorship is the dominant medel of distribution in the vegatable market in the PRC and that it is normally impracticable for
vegatable producers (including potted vegelable producers) in the PRC 1o avald using distributors
In FY2018, FY2019, FY2020 and 4M2021, the spread betwaan the wholesale price (i.e, the averaga price at which our Group sells 16 our distributors) and (he retall price (1.e. the
avarage price at which our distributors sell to hotal and restaurants) were approximately RMB-3 2~ per pot, RMBZ & per pol, RMB3.3 per pot and RMB-3.4 per pot on average,
respactively. Frost & Sullivan opines, and sur Directors concur, that the said price spread was in line with the market range, , which was generally betwean RMB2 to RMBS per pot,
in #ach year of the Track Record Period
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+ To our best knowledge, sizeable distributions in praclice generally adopt centralized distribution model under which produce would be
gathered to a central point and undergo a multi-level distribution before it reaches the end-user customers. Such distribution model,
which involves multiple uploading and unloading of goods, severely delays the delivery lead time and affects the freshness and look of
the potted vegetable produce and fails to address the needs of the end-user customers of the Group.

+ We identified some sizeable distributors that provide distribution service of agricultural produce and all kinds of groceries, namely Kuailv
Jinhuo* (D)l i), Meicai* (% 42)4) and Shuhai Supply Chain Selutions* (4l {ILx6).

+  Since there iz no dominant player in the agricultural market, industry players usually need (o follow the market practice in determining
the credit term. The change of credit over time is attributable to the natural market dynamic and is subject to the bargaining power of the
parties at the material time. So long as the credit term is within a reasonable range and is acceptable to the parties, it (s entirely a
commercial decision for the parties to agree

+ ltis submitted that since vegetable produce is not an industrial product that produced from standardised raw material under an identical
manufacturing process, the “end-product” could be affected by a large variety of factors including temperature, humidity, sunlight
intensity, ventilation, water supply during the entire cultivation process, and the composition of the soil or substrate. Therefore, no two
vegetables are identical even if they were cultivated under exactly the same conditions. Thus, the organic substrate is only one of the
various factors that allow the Group to produce vegetable produce with better quality than its industry peers. Therefore it is not
meaningful to compare the soil or organic substrates used by the Group and its peers, as the Group is a producer of potted vegetable
produce, not a producer of organic substrates

+ The industry peers which sale potted vegetable praduce at the upper end of the price range mainly refer o those industry peers who
cultivate in small scale. Due 1o the fact that these potted vegetable producers may only operate in the peak season and do not offer
potted vegetable produce all-year-round, their market is unstable, further, their employees and workforce may only be recruited
temporarily, and they may also need to bear higher avarage costs on the lands, back-office, plants and equipment which is more a "fixed
cost’ in nature. Therefore, these industry peers generally produce potted vegetable produce at a higher cost and have to sell their
produce at a higher price

+ Itis also submitted that, as most of the Group's Industry peers’ cultivation scale is much smaller than that of the Group (i e. the other top
5 industry peers (excluding the Group) only have a market shares ranging fram approximately 0 2% to 1. 0% and have a revenue
ranging from approximately RMB1.7 million to RMBB.5 million in 2021 as disclosed on page 75 of the PAPE), their markel size is small,
and therefore, their selling price is volatile and less representative, and thus may deviate from the prevailing market price.

« ltis also submitted that as vegetable produce is for day-to-day consumption and most of the distributors in the industry purchase
vegetable produce from the agricultural producers on a daily basis.it is an industry practice that they will not provide confirmed orders for
an extended period of time

« Itis the industry norm that vegetable distributors (both poltad and traditional vegetable) do not give confirmed orders for a long period of
time to vegetable producer
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Revenue Average Selling Price of
(RMB Million Potted Vegetable (RMB)

Company Full Name

The Group

Company D

The Group recorded revenue growth of approximately 4% from FY2020 to FY2022 which underperformed the market as the revenue growth of
potted vegetable produce in China and Shandong province were approximately 16% and 14%, respectively, during the same period. This is
mainly due to the fact that, notwithstanding that our revenue increased by approximately 28% from approximately RMB121.4 million in FY2020
to approximately RMB154 9 million in FY2021, our revenue decreased significantly to approximataly RMB 126 7 million in FY2022. Such sharp
decrease in revenue from FY2021 to FY2022 was primarily attributable to the decrease in the sale volume of our potted vegetable produce from
approximately 103 million pots in FY2021 to approximately 8 4 million pots in FY2022 due to the resurgence of COVID-19 cases in Shandong
province between March 2022 to April 2022 which had led to a temporary suspension of business activities of our Laixi Facility and Dalian
Facility during the lockdown period.
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+ Potted vegetable produce is a small segment of the vegetable market as a whole which is predominantly cultivated under traditional in-
ground methods.

+ The Group's business was materially affected in FY2022 by the temporary suspension of business activities of our Laixi Facility and Dalian
Facility as a result of the resurgence of COVID-19 cases in Shandong province between March 2022 to April 2022eading to decline of
revenue by approximately 18 2% bstween FY2021 and FY2022whereas the overall affect caused by the resurgence of COVID-19 cases in
China and other provinces in Shandong province is less severely impacted as compared to Oingdao area where Laixi Facility situated.

+ Notwithstanding the increase in our revenue by approximately 28% between FY2020 andFY2021, our business was materially affected in
FY2022 by the temporary suspension of business activities of our Laixi Facility and Dalian Facility as a result of the resurgence of COVID-19
cases in Shandong province between March 2022 to April 2022, leading to decline of revenue by approximately 18.2% between FY2021 and
FY2022 However, the overall effect caused by the resurgence of CVID-19 cases in China and other provinces in Shandong province is less
severely impacted as compared to Qingdao area where our Laixi Facility situated. Thus we underperformed the potted vegetable produce
market in China and Shandong province in terms of the revenue growth.
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Impact of COVID-19

tof COVID-19 to the industry:

Cd {

Under the great effort made by the PRC government on the epidemic control and medical treatment, the outbreak of GOVID-19 in the PRC has been affectively
brought under control. According to the data from National Health Commission, there were 1,850 exisling confirmed cases in the PRC by 24 January 2021, and
288 of which were imported from overseas. The PRC government has established strict guarantine and preventive measures to prevent the risk of impaorting
confirmed COVID-19 cases from overseas. Under this circumstance, the global impact of the COVID-14 pandemic hardly affects the vegetable and potted
vegetable produce market in the PRC in the foresesable fulure,

China's economy is gradually recovering and has restored positive growth in the second quarter of 2020 According to the National Bureau Statistics of China,
China's GDP in the third quarter of 2020 has grown approximately 4 8% compared to the GDP in the third quarter of 2018, Along with the successful control of the
COVID-18 epidemic, China's macroaconomy is lorecas! to be conlinuously growing in the fourth quarter of 2020, Moreover, according to the International Monetary
Fund, China is expacted to be the only country to achieve positive growth in 2021 among global major economies; and

Tha initial outbreak of COVID-19 did adversely affect China's vegetable and potted vegetable produce markets in a shorl term. After the outbreak of COVID-19,
China and local governments had issued regulations to postpone resumption of work in late January and early February 2020, which restricted workers to go back
to the workplace. In such case, the production and delivery of vegetable and polted vegelable produce were affected due o the shortage of workers and
supervision requirement. However, the markel has already restored to normal state with the recovery of macroeconomy and work resumplion, In addition, due 1o
the outbreak of COVID-18, people are increasingly concemed about the safety and guality of food The increasing awareness of food safety and health may drive
the demand for vegetables and potted vegetable produce among residents in China. In February and March 2020, in light of the closure of some hotels and
restaurants and the government policy of home isolation and quarantine which restricted the movement of local residents, as a temporary and extraordinary
arrangement, Most restaurants and hotels were recpened and local residents were allowed 10 dine oul by the end of March 2020

In Oclober 2020, 6 people with symptoms and another 6 without any have tested positive for the virus that causes COVID-19 in Qingdao, Shandong province. By
16 October 2020, government of Qingdao says it has carried out more than 10 millien tests in the Qingdao, with no new cases of coronavirus found among all
results receivad. By 24 January 2021, there are no existing confirmed cases in Qingdao Hence, the outbreak of COVID-19 in October 2020 has a slight impacted
on Qingdao's economy and is not expected to impact the vegetable and potted vegetable produce market in Qingdao.

On the other hand, although the outbreak of COVID-19 appeared to be under contral in the PRC since March 2020, more and more case of infection have been
confirmed in the rest of the world, including the United States, Europe. Japan and South Korea. Consequently, these countries have imposed travel restrictions and
social dislancing measures, which have seriously undermined the local and cross-boarder economic activities in these area The number of tourists, business
events and social functions has substantially decreased and the economy of the affected countries and territories slacked. The global financial markets have
undergone axtreme volatilities and the risk of global recession has significantly increased. There is no assurance that there will not be any direct or indirect adverse
impact on the Company's business, financial condition and results of eperalions arising from any effect on the PRC ecenomy or other parts of the world as a resull
of the outbreak. exacerbalion, continuance or reoccurrence of COVID-19. There | also no assurance thal the global economic performance will improve shorlly
even after the containment of the outbreak of COVID-19 and the withdrawal of the respective travel restrictions and social distancing measures and thus the
Company's business could be materially and adversely affectod

The spread of COVID-19 strongly impacted the catering industry in China in the first half year of 2020. In April and May, the total revenue of catering industry
wilnessed a year-on-year drop of 29.7% and 17.0%, respeclively. The drop of catering market may lead lo a decrease of revenue of potied vegetable producers
who mainly largel restaurant and hotel customers

Source: Froat & Sullivan

g0 FROST ¢& SULLIVAN

Appendix and Methodology

« Frosl & Sullivan is an independent global consulting firm, which was founded in 1961 in New York. Frost & Sullivan has over 50 global
offices with more than 3,000 industry consultants, market research analysts, technology analysts and economics. L offers industry
research and market strategies and provides growth consulting and corporate training Its industry coverage in China includes
autemolive and transportation, chemicals, materials and food, commercial aviation, consumer products, energy and power syslems,
environment and building technologies, healthcare, industrial automation and electronics, industnal and machinery, and technology,
media and telecom.

* The market research process for this study has been undertaken through detailed primary research which involves discussing the
status of the industry with leading industry participants and industry experts. Secondary research involved reviewing company reports,
independent research reports and data based on Frost & Sullivan’s own research database.

= Primary interviews are conducted with relevant institutions to obtain objective and factual data and prospective predictions. Secondary
research involves information integration of data and publication from publicly available resources, including official data and
announcements from PRC government depariments, and market research on industry and enterprise player information issued by our
chief competitors.

* Projected total market size was obtained from historical data analysis plotted against macroeconomic data as well as specific related
industry drivers

= Frost & Sullivan's report was compiled based on the below assumptions
- China's economy is likely to maintain steady growth in the next decade,
-~ China's social, @aconomic, and political environment is likely to remain stable in the forecast period,

- Increasing frequencies of dining out and growing concerns about food safety of China's residents are likely to drive the future
growth of the industry:

= All the data and information regarding the Group is provided by the Group

» Ferlilisers and seeds are major raw materials of China's potted vegetable produce market. It is normal in the market that given the large
number of suppliers and abundant supply of fertilisers and seeds marketl players may source from different suppliers depending on
prices, product qualily and changing demands

Source’ Froal & Sullvan Analysis
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Abbreviations and Terms

Chinese Name English Abbreviation English Name
7 b g = Inner Mongolia Qian Meng QOrganic Agricultural Science and
AR R R A IR T Qian Meng Techiialogy Develapment Co, Lid
AR SR B Shc;f;:;"g Shandong Shouguang Vegetable Seed Industry Group Co., Ltd
AOHFRIERTAHRAE Lvteng Taicang Lvieng Agricultural Resource Development Co., Lid
UitREsf R AR IR AT QiDi Shandong Qidi Agricultural Science and Technology Ceo., Ltd.
LR Al R e B IR E) Limoyuan Shandong Liaoyuan Agricultural Science and Technology Co., Ltd.
AN T R R A ) Huikangyuan Qingzhou Huikangyuan Vegetables Co., Ltd
Source. Fros! & Sullivan
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