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Dear Sirs, 

 

VALUATION OF BIOLOGICAL ASSETS HELD BY QINGDAO FUJING AGRICULTURE DEVELOPMENT 

CO., LTD.  

 

In accordance with your instructions, we have undertaken a valuation on behalf of Qingdao Fujing Agriculture 

Development Co., Ltd (the “Company” or “Fujing”) to determine the Fair Value (to be defined as below) of 

biological assets held by the Company (“Biological Assets”) as at 31 December 2022 (the “Valuation Date”). 

 

 

PURPOSE OF VALUATION AND STANDARD OF VALUE 

 

The purpose of this valuation is to express an independent opinion on the Fair Value of Biological Assets as at 

the Valuation Date stated above for financial reporting purpose. 

 

According to Hong Kong Financial Reporting Standard 13 (“HKFRS 13”), Fair Value (“FV”) is defined as “the 

price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between 

market participants at the measurement date”. 

 

 

  

Qingdao Fujing Agriculture Development Co., Ltd 

No. 85, Beijing East Road 

Laixi, Qingdao 

Shandong Province 

China 

 

Attention: Mr. Zhang Yonggang 

 

 

 

17 April 2023 

Our Ref:  HK/2019/VPS/18999(t)/WP/TT 
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BRIEF DESCRIPTION OF THE COMPANY 

 

The Company is a limited company incorporated in the People's Republic of China and is specialized in growing, 

storing and selling potted vegetable produce. The main product is potted vegetable produce. The planted potted 

vegetable produce varieties include cabbage, leaf lettuce and spinach etc. 

 

BRIEF DESCRIPTION OF THE BIOLOGICAL ASSETS 

 

Biological Assets in the valuation scope consist of various kinds of potted vegetable produce being planted in 

different dates, including 小白菜 (Pak choi), 茼蒿 (Crown daisy), 苦菊 (Frisée), 油菜 (Rapeseed), 生菜 (Lettuce), 

油麦菜 (Indian lettuce), 菠菜  (Spinach), 山芹  (Chinese celery), 紫生菜  (Purple Lettuce), 紫油菜  (Purple 

rapeseed), 乌塌菜 (Tatsoi), 苔菜 (Tai cai), 绿罗马生菜 (Romaine lettuce), 紫罗马生菜 (Purple Romaine lettuce), 

养心菜 (Sedum aizoon L), 水萝卜(Radish), 大头菜 (Kohlrabi), 田七 (Panax notoginseng), 香菜 (Coriander) and 

菜心 (Choy sum) 1 . As at 31 December 2022, the Company had three bases in total across China which are 

Qingdao (Rizhuang) Base, Xi’an Base and Dalian Base. For details, please see Appendix 1.  

 

Mature Biological Assets are transported from planting operation of the Company and then sold as fresh 

vegetable produce in pots. Majority of the Biological Assets is sold to third party distributors.  

 

According to the Company, the Company considered seasonality and market intelligence from its marketing 

department and customer preferences in selecting the species of potted vegetable produce to be planted. 

Based on the data provided by the Company, labour cost, compost and seed comprise the largest cost 

components in the Biological Assets. 

 

 

SITE INSPECTIONS 

 

We have performed site inspections of the Biological Assets in 3 planting bases located in Qingdao (Rizhuang), 

Xi’an and Dalian on 9 January 2023, 7 January 2023 and 5 January 2023 respectively (“Inspection Dates”). 

Please refer to Appendix 2 for the photos of planting bases taken during our site inspections. 

 

Our site inspection work included: 

 

• Obtaining the stock records of the potted vegetable produce as at the respective Inspection Dates; 

• Stock-taking of potted vegetable produce by using the random sampling method, and checking our stock-

taking results against the quantities and species recorded by the Company in each base;  

• Inspecting the environment of the planting bases and its control; and 

 
1 English translation is for reference only. Please refer to the Chinese name for the species in accordance with Company’s 
record 
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• Interviewing management of the planting bases to understand the species of potted vegetable produce, 

planting process, human resource allocation, daily work flow of the workers, stock take process and 

frequency, and the disease prevention and control of the planting bases. 

 

 

No exception was noted in our site inspections as to the quantity and species of the Biological Assets sampled 

by us. While we are satisfied with the quality of the Biological Assets upon our visual inspection, we however 

have not conducted any detailed test to the quality and potential chemical residual left on the Biological Assets, 

if any. 

 

 

VALUATION METHODOLOGY AND BASIS 

 

In conducting the valuation, we have considered three generally accepted approaches, including income 

approach, market approach and cost approach. Each of these approaches is appropriate in one or more 

circumstances, and sometimes, two or more approaches may be used together. Whether to adopt a particular 

approach will be determined by the specific characteristics of the subject of the valuation and the commonly 

adopted practice. 

 

According to the fair value hierarchy within HKFRS 13 Fair Value Measurement, we have adopted market 

approach as the primary approach to estimate the Fair Value of the Biological Assets as market price must be 

used if it is available. If there is no active market for a specific type of Biological Assets, Level 2 or Level 3 

inputs as stated in HKFRS 13 to determine the Fair Value. Cost approach is used when no data is available for 

us to perform valuation under market approach.  

 

Based on the characteristics of the Biological Assets and discussion with you, we divided each species of 

potted vegetable produce into three categories according to the potted vegetable produce growing life cycle, 

Company’s management process and the biological transformation, namely: 

 

1. Newly planted potted vegetable produce (“New Vegetables”): Potted vegetable produce is planted for 

less than 1 week prior to the Valuation Date. Potted vegetable produce typically does not yet sprout 

and does not have observable significant biological transformation above the organic substrate; 

 

2. Growing immature potted vegetable produce (“Growing Vegetables”): Potted vegetable produce is 

planted for 1 week or above prior to the Valuation Date, but less than 4 weeks and not yet reached the 

mature saleable state. Potted vegetable produce typically has observable significant biological 

transformation since planting with sprout and leaves visible above the organic substrate; and 
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3. Mature potted vegetable produce (“Mature Vegetables”): Potted vegetable produce is planted for 4 

weeks or above prior to the Valuation Date and reached the saleable state. Potted vegetable produce 

is mature biologically and ready for consumption and sale. 

 

We adopted cost approach for the New Vegetables since their biological transformation is not considered 

significant given the short time from planting. Market approach is adopted for Growing Vegetables and Mature 

Vegetables on the Valuation Date since observable biological transformation has taken place. 

 

While market price for different species of Mature Vegetables are available from the Company based on 

transactions with independent third parties at and near the Valuation Date, there was no active market for 

Growing Vegetables. We have obtained the market prices (actual selling price, i.e. Level 1 input) at and near 

the Valuation Date for each species of Mature Vegetables from the Company and cross checked with market 

data available from other sources when applicable.  

 

As there is no active market for the Growing Vegetables, we have adopted the market prices of Mature 

Vegetables, a Level 1 input, as the estimated price upon completion of growing cycle, less cost of completion 

and selling expenses, adjusted with survival rate, profit margin attributed to the growing activity and risk in price 

uncertainty upon completion. The survival rate is estimated based on the statistic provided by the Company for 

respective location and category of potted vegetable produce as at Valuation Date. Cost of completion and 

selling expenses are based on historical data provided by the Company as at the Valuation Date. Profit margin 

is estimated based on the selling price and cost of the Mature Vegetables. As the time to maturity is relative 

short (2-4 weeks for Growing Vegetables), time value of money is considered negligible and we have not 

applied any discounting in estimating the Fair Value of Biological Assets in this category. 

 

 

RISK FACTORS  

 

We have identified several key risk factors in the valuation for the Biological Assets that may affect the valuation: 

 

• Disasters and Diseases: Condition of Biological Assets is heavily affected by the growing environment. 

While the Biological Assets held by the Company are grown under controlled environment, extreme 

weather may damage or even destroy structure on the planting base, which may then affect the 

conditions or even the survival of the Biological Assets. Other natural disasters and diseases may also 

affect the conditions of the Biological Assets directly or indirectly subsequent to the Valuation Date. 

Disaster or pandemic control procedures may also suspend operation or access to the planting base 

for a prolonged period temporarily which affect both sales of goods and purchase of supplies.  
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• Government policy: Government has played an important role in setting policies for the potted 

vegetable produce and agricultural industry. Policies are important for the development of an industry 

and cost level in growing potted vegetable produce through regulation and financial incentive. We 

understand from the industry consultant engaged by the Company that currently there are no relevant 

government policies for potted vegetable produce industry in China. Any change in regulatory policies 

may have unforeseeable impact to China’s potted vegetable produce industry and the Company. 

 

• Market supply and demand: Compared to traditional vegetable produce that is sold in harvested state, 

potted vegetable produce has the advantage of being perceived as fresher and healthier, despite their 

disadvantages of being bulkier and more expensive. According to the industry consultant engaged by 

the Company, expanding variety of potted vegetable produce is likely to drive the further development 

of the market. Entrance of new competitors may increase supply, or any decline of demand from shift 

of taste may also drive down price realizable by the Company. 

 

• Growing cost: Labour cost is one major cost for the vegetable produce and potted vegetable produce 

markets and the Company as both planting and field management require experienced and skilled 

manpower to ensure successful production. However, in line with the growing economy and increasing 

living standards, the average annual salary of employees in agriculture, forestry, animal husbandry and 

fishery in China has increased over years. In addition, there’s a decreasing labour supply in the 

vegetable produce and potted vegetable produce markets. Hence, the increasing labour cost and 

shortage of labour are likely to be a challenge for China’s vegetable produce and potted vegetable 

produce markets. 

 

The above list of risk factors is not intended to be exhaustive and other abrupt changes in macro-economic or 

micro-economic factors may also affect the value of the Biological Assets. 

 

 

SENSITIVITY ANALYSIS 

 

We have performed a sensitivity analysis on the change in Biological Assets valuation from the change in 

weighted average market price as at the Valuation Date. The results are tabulated below: 

 

 

 

The Biological Assets valued using market approach are sensitive to the change in market price. 

 

 

  

(RMB'000) -30% -15% 0% 15% 30%

Fair Value as at 31 December 2022 6,353     7,362     8,371     9,380     10,389   



 

Our Ref: HK/2019/VPS/18999(t)/WP/TT Page 6  

REMARKS 

 

Unless otherwise stated, all monetary amounts are stated in Renminbi (“RMB”). 

 

We have been provided with extracts of copies of relevant documents and financial information relating to the 

Company and Biological Assets. We have relied upon the aforesaid information and certain data from various 

data in forming our opinion of the Fair Value. However, we have not inspected the original documents to 

ascertain any amendments which may not appear on the copies handed to us. Our work does not constitute 

an audit and no assurance is given by us to the information supplied to us. We have no responsibility to doubt 

the truthfulness and accuracy of the said information which is material to the valuation. We have also been 

confirmed by the Company that no material facts related to this valuation have been omitted from the 

information provided. We have also made relevant inquiries and obtained further information as required for 

the purpose of this valuation. 

 

We hereby confirm that we have neither present nor prospective interests in the Company and their respective 

holding companies, subsidiaries and associated companies, or the value reported herein. 

This report is issued subject to our Assumptions and Limiting Conditions as attached. 

 

The conclusion of value is based on accepted valuation procedures and practices that rely substantially on the 

use of numerous assumptions and the consideration of many uncertainties, not all of which can be easily 

quantified or ascertained. Furthermore, the assumptions adopted are inherently subject to significant business, 

economic and competitive uncertainties and contingencies, many of which are beyond the control of the 

Company and us. 

 

Market price of the biological assets can be volatile and seasonal depending on the supply and demand. Price 

at the time of disposal of the potted vegetable produce may be different from the price prevailing at the Valuation 

Date. 

 

We have conducted site inspections to selected locations which are considered major production planting 

bases in terms of the Biological Assets. Our site inspections were not on the Valuation Date, we did not conduct 

a full count in the site we inspected. We have relied to a considerable extent to the Company’s internal financial 

and operational records in determining the quantity and quality of the Biological Assets as at the Valuation Date. 
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OPINION OF VALUE 

 

Based on our analysis and method employed, we are of the opinion that the Fair Value of the Biological Assets 

as at the Valuation Date are as below: 

 

Valuation Date Fair Value 

 (in RMB’000) 

31 December 2022 8,371 

 

Detailed breakdown by category and location are shown in appendix 1. 

 

Our opinion of value is made as at the Valuation Date only. Any value changes subsequent to the Valuation 

Date could be material depending on facts and circumstances. 
 

Yours faithfully,  

For and on behalf of 

Savills Valuation and Professional Services Limited 

 

 

 

 

 

Wiley W.F. Pun  Tony W.H. Tung  

HKICPA CICPA (non-practising) PRM  HKICPA CFA FRM 

Director Valuation Manager 

 

Encl.  
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ASSUMPTIONS 

 

A number of assumptions have been made in the preparation of the reported figures. The assumptions are: 

 

▪ Accounting and operating records at the Company are accurate. Cost, quality and quantity of the Biological 

Assets are properly reflected in the information kept and provided by the Company; 

 

▪ In accordance with HKFRS 13, potential blockage discount due to the volume of potted vegetable produce 

held by the Company is not considered as it is the characteristics of the holding rather than the 

characteristics of the Biological Assets; 

 

▪ In the absence of a future or forward market of potted vegetable produce as confirmed by the Company, 

prevailing market prices for the Mature Vegetables based on transaction with independent third parties at 

and near the Valuation Date is considered the best estimate of price receivable when the Biological Assets 

are sold upon maturity; 

 

▪ Costs to be incurred in completing the planting cycle for the Growing Vegetables will not deviate 

significantly from that of the Mature Vegetables as at the Valuation Date; 

 

▪ The Biological Assets are properly planted by appropriate methods and are properly cultured under 

appropriate environment such that they will grow in a normal condition and meet the relevant quality 

requirements; 

 

▪ There will be no major changes in existing political, legal, technological, tax, fiscal or economic conditions 

in the country or district where the business is in operation; 

 

▪ The long term inflation rate, interest rates and currency exchange rate will not differ materially from those 

then prevailing as at the Valuation Date; 

 

▪ The Company will retain sufficient management and technical personnel to maintain their ongoing 

operations; 

 

▪ There will be no major business disruptions through diseases, riots, international crisis, industrial disputes, 

industrial accidents or severe weather conditions, other than those prevailing as at the Valuation Date, that 

will significantly affect the Biological Assets; 

 

▪ The Company’s businesses are unaffected by any statutory notice and the operation of the business gives, 

or will give, no rise to a contravention of any statutory requirements. All applicable laws and regulations 

were and will be complied with; 

 

▪ The business is not and will not be subject to any unusual or onerous restrictions or encumbrances which 

may render the Company defaulted against its outstanding commitment or obligations; and 

 

▪ Any potential bad debt of the Company will not materially significantly affect value of the Biological Assets. 
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LIMITING CONDITIONS 

 

Our work has relied to a considerable extent on the information provided by the Company. We are not in a 

position to, nor have been instructed to, comment on the lawfulness of the businesses and the Company’s 

possession of the assets. In the course of our valuation, we have assumed that the assets have obtained all 

required registration and are freely transferable in the market without any significant obstacles. 

 

While we have exercised our professional knowledge and cautions in adopting assumptions and other relevant 

key factors in our valuation, those factors and assumptions are still vulnerable to the change of the business, 

economic environment, competitive uncertainties or any other abrupt alternations of external factors. 

 

We must emphasise that the realisation of any prospective financial information set out within our report is 

dependent on the continuing validity of the assumptions on which it is based. We accept no responsibility for 

the realisation of any prospective financial information. Actual results are likely to be different from those shown 

in the prospective financial information because events and circumstances frequently do not occur as expected, 

and the differences may be material.  

 

Details of our principal information sources are set out in the report and we have satisfied ourselves, so far as 

possible, that the information presented in our report is consistent with other information which was made 

available to us in the course of our work. We however cannot guarantee the reliability or accuracy of the 

information sources. 

 

In accordance with our standard practice, we must state that this report and valuation is for financial reporting 

purpose and the use only of the party to whom it is addressed and no responsibility is accepted to any third 

party for the whole or any part of its contents. 

 

Neither the whole, nor any part of this report and valuation, nor any reference thereto may be included in any 

documents, circular or statement without our written approval of the form and context in which it will appear. 

 

We shall be under no obligation to update our report in respect of events or information which come to our 

attention subsequent to the date of this report. Notwithstanding this, we reserve the right, should we consider 

it necessary, to revise our valuation in light of any information which existed at the Valuation Date but which 

becomes known to us subsequent to the date of this report. 

 

 

MANAGEMENT CONFIRMATION OF FACTS 

 

A draft of this report and our calculation has been sent to management of the Company. They have reviewed 

and orally confirmed to us that facts as stated in this report and calculation are accurate in all material respects 

and that they are not aware of any material matters relevant to our engagement which have been excluded. 
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APPENDIX 1 – Valuation Summary and Cost Breakdown  

 

Rizhuang Planting Base  

 

 
  

Number of 

pots
Fair value

Fair value per pot 

(RMB / pot）

Newly planted vegetables 25,840        175,835     6.80                        

Growing immature vegetables 75,609        973,200     12.87                      

Mature vegetables 10,318        154,244     14.95                      

Newly planted vegetables 10,083        71,845        7.13                        

Growing immature vegetables 20,707        240,087     11.59                      

Mature vegetables 410              6,129          14.95                      

Newly planted vegetables -              -              -

Growing immature vegetables 234              3,177          13.58                      

Mature vegetables 25,766        385,176     14.95                      

Newly planted vegetables 32,396        221,248     6.83                        

Growing immature vegetables 39,627        495,899     12.51                      

Mature vegetables 31,977        478,024     14.95                      

Newly planted vegetables 8,545          59,026        6.91                        

Growing immature vegetables 21,393        280,608     13.12                      

Mature vegetables 1,240          18,537        14.95                      

Newly planted vegetables 364              2,391          6.57                        

Growing immature vegetables 4,851          60,982        12.57                      

Mature vegetables 20,808        311,059     14.95                      

Newly planted vegetables 42,080        313,557     7.45                        

Growing immature vegetables 854              10,114        11.84                      

Mature vegetables 9,066          135,528     14.95                      

Newly planted vegetables 14,685        101,072     6.88                        

Growing immature vegetables 45,401        602,240     13.26                      

Mature vegetables 4,886          73,041        14.95                      

Newly planted vegetables 2,780          19,069        6.86                        

Growing immature vegetables -              -              -

Mature vegetables 23,268        347,833     14.95                      

Newly planted vegetables 216              1,454          6.73                        

Growing immature vegetables 10,081        126,414     12.54                      

Mature vegetables 15,732        235,177     14.95                      

Newly planted vegetables 52,146        384,214     7.37                        

Growing immature vegetables 8,167          100,692     12.33                      

Mature vegetables 4,656          69,602        14.95                      

Newly planted vegetables 8,508          57,124        6.71                        

Growing immature vegetables 7,116          95,387        13.40                      

Mature vegetables 23,356        349,149     14.95                      

Newly planted vegetables 9,282          62,705        6.76                        

Growing immature vegetables 36                484              13.45                      

Mature vegetables 16,665        249,125     14.95                      

Newly planted vegetables 1,776          12,322        6.94                        

Growing immature vegetables -              -              -

Mature vegetables 1,357          20,286        14.95                      

Newly planted vegetables -              -              -

Growing immature vegetables 12,151        152,654     12.56                      

Mature vegetables 49                733              14.95                      

Newly planted vegetables -              -              -

Growing immature vegetables 660              8,923          13.52                      

Mature vegetables 1,945          29,076        14.95                      

Newly planted vegetables 14,704        104,346     7.10                        

Growing immature vegetables 7,772          101,495     13.06                      

Mature vegetables 3,511          52,486        14.95                      

Newly planted vegetables 223,405       1,586,207   7.10                        

Growing immature vegetables 254,659       3,252,357   12.77                      

Mature vegetables 195,010       2,915,202   14.95                      

Total 673,074       7,753,767   11.52                      

Indian lettuce

油麦菜

No. Category
Rizhuang Planting Base

Total 

Tai cai 

苔菜

Romaine lettuce 

绿罗马生菜

Sedum aizoon L 

养心菜

Coriander

香菜

Panax 

notoginseng

田七

Kohlrabi

大头菜

Spinach  

菠菜

Chinese Celery  

山芹

Purple Lettuce  

紫生菜

Purple rapeseed 

紫油菜

Tatsoi  

乌塌菜

Pak choi   

小白菜

Crown daisy   

茼蒿

Frisée

苦菊

Rapeseed  

油菜

Lettuce  

生菜
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Xi'an Planting Base and Dalian Planting Base 
 

 
 
* The sum of figures may not add up to total due to rounding. 
 

 
 
 
 
 
 

Number of 

pots
Fair value

Fair value per pot 

(RMB / pot）

Number of 

pots
Fair value

Fair value per pot 

(RMB / pot）

Newly planted vegetables 723              4,786          6.62                        - - -

Growing immature vegetables 2,964          40,013        13.50                      - - -

Mature vegetables 993              15,680        15.79                      - - -

Newly planted vegetables 823              5,488          6.67                        196              1,217          6.21                        

Growing immature vegetables 2,900          38,963        13.44                      1,113          15,514        13.94                      

Mature vegetables 957              15,111        15.79                      801              12,558        15.68                      

Newly planted vegetables - - - 522              3,271          6.27                        

Growing immature vegetables - - - 698              9,573          13.72                      

Mature vegetables - - - 580              9,093          15.68                      

Newly planted vegetables 592              4,092          6.91                        264              1,692          6.41                        

Growing immature vegetables 1,704          22,237        13.05                      431              5,795          13.45                      

Mature vegetables 304              4,800          15.79                      605              9,485          15.68                      

Newly planted vegetables 508              3,457          6.80                        1,122          7,158          6.38                        

Growing immature vegetables 2,916          38,574        13.23                      2,385          32,122        13.47                      

Mature vegetables 476              7,516          15.79                      1,719          26,950        15.68                      

Newly planted vegetables - - - 394              2,481          6.30                        

Growing immature vegetables - - - 1,651          23,178        14.04                      

Mature vegetables - - - 1,093          17,135        15.68                      

Newly planted vegetables 695              4,612          6.64                        461              2,850          6.18                        

Growing immature vegetables 2,406          32,124        13.35                      1,670          23,471        14.05                      

Mature vegetables 799              12,616        15.79                      1,015          15,913        15.68                      

Newly planted vegetables 561              3,791          6.76                        - - -

Growing immature vegetables 2,104          27,942        13.28                      - - -

Mature vegetables 455              7,185          15.79                      - - -

Newly planted vegetables 596              4,044          6.78                        726              4,573          6.30                        

Growing immature vegetables 1,695          22,429        13.23                      1,289          17,832        13.83                      

Mature vegetables 309              4,879          15.79                      1,134          17,778        15.68                      

Newly planted vegetables - - - 594              3,778          6.36                        

Growing immature vegetables - - - 810              11,155        13.77                      

Mature vegetables - - - 450              7,055          15.68                      

Newly planted vegetables - - - -              -              -

Growing immature vegetables - - - 132              1,860          14.09                      

Mature vegetables - - - 388              6,083          15.68                      

Newly planted vegetables - - - -              -              -

Growing immature vegetables - - - 261              3,453          13.23                      

Mature vegetables - - - 259              4,060          15.68                      

Newly planted vegetables 4,498           30,270         6.73                        4,279           27,020         6.31                        

Growing immature vegetables 16,689         222,281       13.32                      10,440         143,953       13.79                      

Mature vegetables 4,293           67,787         15.79                      8,044           126,110       15.68                      

Total 25,480         320,338       12.57                      22,763         297,083       13.05                      

Xi'an Planting Base Dalian Planting Base

Indian lettuce

油麦菜

No. Category

Total 

Tai cai 

苔菜

Romaine lettuce 

绿罗马生菜

Purple Romaine 

Lettuce  

紫罗马生菜

Radish

水萝卜

Choy sum

菜心

Spinach  

菠菜

Chinese Celery  

山芹

Purple rapeseed 

紫油菜

Tatsoi  

乌塌菜

Pak choi   

小白菜

Rapeseed  

油菜
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Appendix 2 – Selected Photos of Planting Bases 
 
Qingdao (Rizhuang) Planting Base 
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Source: Savills, taken on 9 January 2023 
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Xi’an Planting Base 
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Source: Savills, taken on 7 January 2023 
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Dalian Planting Base 
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Source: Savills, taken on 5 January 2023 
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