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SECTION | IMPORTANT NOTICE

1 This summary of annual report is extracted from the full text of the annual report.
To have a full understanding of the business performance, financial condition and
future development planning of the Company, investors should read carefully the full
text of the annual report for details, which is also published on the website at
http://www.sse.com.cn/.

2 The board of directors (the “Board”), the supervisory committee, the directors, the
supervisors and senior management of the Company warrant that there are no false
representations or misleading statements contained in, or material omissions from,
this annual report; and jointly and severally accept full responsibility for the
truthfulness, accuracy and completeness of the information contained therein.

All members of the Board attended the Board meeting.

4 KPMG Huazhen LLP issued a standard unqualified opinion on the audited report of
the Company.

5 Proposal for profit distribution or proposal for conversion of common reserve fund
into share capital during the reporting period considered by the Board.

As the Company recorded negative undistributed profit under the combined statements and the statements
of the parent company for 2023, the Company proposes not to distribute cash bonus or bonus issue, nor
convert capital reserve into share capital.

SECTION Il COMPANY PROFILE
1 Company Profile

Stock profile

Stock type Stock exchange Share abbreviation Stock code Stock abbreviation
before change
Shanghai Stock 600882

A Share Milkground Groundshare

Exchange

Contact person and

means of contact Secretary to the Board

Securities affairs representative

Name Xie Yi Luo Zaigiang
Office address 10/F, Jintai Building, No. 1398, | 10/F, Jintai Building, No. 1398,
Jingiao Road, Pudong New Area, | Jingiao Road, Pudong New Area,
Shanghai Shanghai
Telephone 021-50188700 021-50188700
Mailbox ir@milkland.com.cn ir@milkland.com.cn
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2 Main Businesses of the Company during the Reporting Period

(1) Discussion and analysis on operation

In 2023, the Company recorded operating income of RMB4,049.0337 million, among which the revenue from
cheese segment amounted to RMB3,137.12 million. Influenced by the market changes, the operating income
of the Company recorded a decrease of 16.16% as compared with that in the same period of the previous
year; in particular, the revenue from cheese segment recorded a year-on-year decrease of 18.91%. At the
same time, due to changes in the raw material market and exchange rate fluctuations, the net profit
attributable to shareholders of the Company amounted to RMB63.4395 million in 2023, a year-on-year
decrease of 53.90%. Regardless of market changes, the Company took the initiative to adjust its business
strategy and deployed a series of measures against the odds in active response to the market changes.
Based on Kantar Worldpanel’s household sample group, the market share of the Company’s cheese
segment was further increased, ranking first in the industry steadily.

In 2024, the Company will pay close attention to market change to seize opportunities from market,
unswervingly taking the responsibility of leading the continuous innovation and upgrading of China’s cheese
industry. By emphasizing on cheese products, the Company will focus on the cheese business, expand its
categories with cheese snack and continue to maintain its industry leading advantages, so as to further
consolidate its leadership in the cheese category.

Shanghai Milkground Food Tech Co., Ltd. 2023 Annual Report Summary
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(@  Operation of main business during the reporting period
The operations of the main business of the Company by products during the reporting period are as
follows:

Unit: RMBO0’000

2023 2022 Increase or | Increase or
Gross Gross | decrease in | decrease
Product Operating Gross profit | Operating profit | operating | in gross
category revenue | Percentage profit | Percentage |  margin revenue | Percentage |Gross profit | Percentage margin | revenue | profit margin
Cheese 313,712.00 71.69% | 116,108.57 98.68% | 37.01% | 386,872.88 80.30% | 157,579.51 95.94% | 40.73% | -1891% | Decreased by 3.72

percentage points

CGommodty trade | 56,731.08 14.04% | -1,531.04 =1.80% | =2.70% | 59,997.49 1245% | 3,661.20 2.23% 6.10% -5.44% | Decreased by 8.80

percentage points

Liquid mik 33,380.71 8.27% | 3,086.95 2.62% 9.25% | 34,889.52 7.24% | 3,003.60 1.83% 8.61% -4.32% | Increased by 0.64
percentage point

Total 403,823.79 |  100.00% | 117,66448 | 100.00% | 20.14% | 48175080 |  99.99% | 164,244.31 | 100.00% |  34.09% | -16.18% | Decreased by 495

percentage points

1) Adhering to the overall strategy of “focusing on cheese”, the proportion of gross profit of cheese segment
was increased

The Company has always adhered to the mission of “Cheese for every household!”, firmly implemented the
overall strategy of “focusing on cheese”, and developed and expanded the cheese business. During the
reporting period, the Company’s cheese segment recorded revenue of RMB3,137.12 million, a decrease of
18.91% over the same period of the previous year, but the decline in the second half of the year was
narrowed as compared to that of the first half of the year; and the gross profit of the cheese products
accounted for 98.68% of the gross profit generated from the Company’s main business, an increase of 2.74
percentage points over the same period of the previous year. Due to the fluctuations of raw materials and
exchange rate, the costs of major raw materials increased from the same period of the previous year,
resulting in a decline in the gross profit margin of the cheese segment as compared to that of last year.

Shanghai Milkground Food Tech Co., Ltd. 2023 Annual Report Summary
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YoY change of revenue of businesses in 2023 YoY change of gross profit of businesses in 2023

Unit: RMB million Unit: RMB million
m 2022 m 2022
4,000 o g = 2023 2,000 = 2023
1,575.80
3,000 1,500
2,000 1,000
1,000
599.97 567.31 500
348.90 333.81
0 36.61 30.04 30.87
0 -15.31
-1,000 -500
Cheese Commodity Liquid milk Cheese Commodity Liquid milk
trade trade
Share of gross profit contributed by
Share of revenue from cheese segment in 2023 cheese segment in 2023

M Cheese M Cheese

W Commodity trade W Commodity trade

M Liquid milk M Liquid milk
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2) The proportion of revenue from trading business remained stable, and the business structure was
continued to be optimized

The Company’s trading business involves only raw and auxiliary material trading in relation to dairy products
production process of the Company. The Company strategically adjusted its trading business, implemented
the integration of trade and raw material procurement, and shifted its business focus to cheese and butter.
In 2023, the revenue from the Company’s trading segment was RMB567.3108 million. The gross profit of
the trading segment declined due to the dual impact of raw material costs and exchange rate. The revenue
from the Company’s trading segment accounting for 14.04% of the Company’s revenue from main business,
and 12.45% and 15.75% respectively in the same periods of 2022 and 2021. The proportion of revenue
from the Company’s trading segment remained stable and the business structure was continued to be
optimized.

3)  The revenue of liguid milk segment decreased year by year in line with the Company’s strategic
development goal

Under the overall strategic planning of “focusing on cheese”, the revenue of operating income from liquid
milk segment has been decreased gradually. In 2023, the Company’s liquid milk segment recorded revenue
of RMB333,807,100, a year-on-year decrease of 4.32%. During the reporting period, the operating income
from the Company’s liquid milk segment accounted for 8.27% of the revenue from the Company’s main
business, and the gross profit from liquid milk product accounted for 2.62% of the gross profit from the
Company’s main business.

(@  Major operating measures during the reporting period

In order to promote its sustainable development, the Company continued to focus on leading-edge
development of product, increased investment in brand building, continued to promote channel expansion
and cultivation and further drove management upgrading, keeping in close up with the four core strategies
of “product leadership, brand occupation, extensive channel cultivation and management upgrading”. These
initiatives have promoted the continuous increase of the Company’s market share and consolidated its
leading advantages in China’s cheese industry.

1) Product leadership

Upholding the business philosophy of “consumer-orientation, craftsman spirit, and producing best-in-class
product”, the Company constantly enhanced investment in research and development and maintained
research and development capacity improvement. The R&D Center of the Company, a state-of-the-art
cheese R&D center in China that has various functions such as basic research, applied research, product
testing, and international exchanges, was set in motion successfully. The Quality Testing Center of the
Company has passed the national CNAS review and obtained the “Laboratory Accreditation Certificate”,
marking a more systematic and higher quality development stage of the Company’s laboratory management
level. From a global perspective, the Company engaged senior experts at home and abroad to form a
research and development team led by industry experts, and prospectively arranged the introduction of
world-class production equipment and introduced advanced production technology. Meanwhile, the
Company constantly expanded the research and development business focusing on the deep processing of
dairy products, and cooperated with Institute of Nutrition and Health of Chinese Nutrition Society to conduct
a joint study on the “Effect of Cheese Intake on Muscle and Nutrition Improvement in the Elderly with
possible Pre-sarcopenia ({INESIREN S AT B DERTHRZE FE AMALAREFWHEZEER))”. They also
conducted a special study on the current status of breakfast nutrition intake among Chinese people and
released the “White Paper on Breakfast Nutrition ((E&EFH K F))”, which was the first of its kind in the
cheese industry. The continuous improvement of research and development capabilities of the Company has
laid a solid foundation for “product leadership”. The Company attaches great importance to product quality.

Shanghai Milkground Food Tech Co., Ltd. 2023 Annual Report Summary



It implemented strict full-process quality management on the entire chain from raw material procurement,
production and processing, product transportation to terminal display, and gained consumers’ trust with
quality.
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With the improvement of capabilities in R&D, testing and inspection and modern production, the Company
continuously expanded the customer base and application scenarios and continued to improve the portfolio
of cheese products to help consolidate the Company’s leading position in the cheese industry guided by
consumer demand.

In terms of instant nutrition cheese segment, the Company’s low temperature cheese products keep
upgrading iteratively while maintaining the leading position among basic products. During the reporting
period, the Company launched new organic cheese lollipop with >66% cheese content, 9.0g/100g high
quality milk protein, original high and easy absorption calcium, and the Boutique cheese lollipop with pure
formula, >60% cheese content, original high calcium, 8.09/100g high quality milk protein and free of
preservatives, sweeteners, and stabilizers, to satisfy needs of consumers at different levels with a rich
product portfolio. The Company also introduced its new mousse cheese cup (with >68% cheese content,
2.4 times of milk protein and 2.6 times of milk calcium) and the cube cheese featured low sugar, tasty and
smooth texture (with zero sucrose, >55% cheese content and 8.6g/100g protein). In terms of room-
temperature products, the Company launched three cheese lollipop and bulk cheese lollipop to enter into
snacks specialty retailers channel. Meanwhile, the Company continued to expand the range of room-
temperature cheese products and introduced casual snack cheese time series products, including small
triangle cheese, cheese pudding and four-layer cheese nacho, which were widely acclaimed soon after their
launch. With the enriching room-temperature products and expanding channels, cheese snacks has enjoyed
the potential to become the second growth pole of the instant nutrition cheese series. The Company
continues to maintain the product strategy of “refining low temperature segment, expanding room-
temperature segment”, and expands customer base and application scenarios while enriching the forms of
cheese products of the Company.

Shanghai Milkground Food Tech Co., Ltd. 2023 Annual Report Summary
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In terms of family consumption cheese, the Company maintained innovation and upgrading in application in
the breakfast and baking scenarios. The Company continuously focused on cheese breakfast application
scenarios and further enriched cheese slices products. At the same time, the Company launched Halumi
grilled cheese (M5 & % MU 4 E&), which is a natural cheese that meets the Chinese preferences and has
more nutritional value, and 2 pieces of which are equivalent to calcium and protein of 200g milk. The
“baking trinity” comprising butter, whipping cream and cream cheese is widely recognized by the market.
During the reporting period, the Company also launched smear cream cheese, enjoying creamy texture with
bagels. The Company keeps enriching family consumption products matrix to introduce cheese to more
families.

Halumi grilled cheese (f§ 2% Processed smear cream cheese
B R I ER) (BHEISHEDRZ L)

d., =2

In terms of catering industry cheese segment, the Company maintained its leading position in domestic
large-package mozzarella cheese segment, and customized products for many catering terminals relying on
its leading technology and advantage in supply chain. Large-package cheese slice products with core
equipment strength have also been acclaimed from large-scale chain terminals. In addition, the Company
has also achieved remarkable results in light cream, industrial diced cheese, cheese sauce, cheese bars,
among others. During the reporting period, the Company upgraded whipping cream and developed new
national natural Mascarpone raw cheese, which adopts a unique and innovative hot-filling process and
enjoys a slightly sweet creamy flavour, fine texture, good integration and stability. Once the product was
launched, it was highly recognised by the end customers. The Company continues to enrich the innovative
application of cheese, cross-border collaborated with Modern (531%/R) to launch a co-branded ice cream
and with Yankershop (/2% ) to launch a co-branded cod cheese sausage. Its cheese products have
been more and more widely used in Western fast food, baking, tea, coffee, industrial and Chinese food
channels.

Mozzarella Whipping Mascarpone
cheese cream cheese
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The operating income and gross profit margin of each product series of the Company’s cheese segment
during the reporting period are as follows:
Unit: RMBO0’000

223 22 Increase or
Gross decrease in | Increase or
Operating Gross profit | Operating Gross profit | operating | decrease in gross
Item income | Percentage profit | Percentage |  margin income | Percentage | Gross profit | Percentage margin revenue | profit margin

Instant nutrition | 190,162.28 | 60.61% | 96,271.95 |  82.92% 50.63% | 249,968.59 64.61% | 128,056.16 |  81.26% 5128% | -23.93% | Decreased by 0.60

series percentage point

Family 3475007 | 11.08% | 8942.21 1.10% 25.78% | 54,386.00 14.06% | 18,335.35 11.64% 33.71% | -36.10% | Decreased by 7.98
consumption percentage points
series

Catering industry | 88,799.66 |  28.31% | 10,894.42 9.38% 1221%| 8251830 |  21.33% | 11,188.00 710% | 13.56% 7.61% | Decreased by 1.29
series percentage points

Total 313,712.00 | 100.00% | 116,108.57 | 100.00% 31.01% | 386,872.88 | 100.00% | 157,579.51 | 100.00% |  40.73% | -18.91% | Decreased by 3.72

percentage points

In 2023, under the impact of market environment, and the revenue of the instant nutrition products
represented by low temperature cheese lollipop and the family consumption series represented by cheese
slices declined, but the decline in the second half of the year was narrowed as compared with that of the
first half of the year. Instant nutrition series recorded revenue of RMB1,901.6228 million during the reporting
period, representing a year-on-year decrease of 23.93%, but among them, room-temperature cheese lollipop
achieved a counter-trend rise which was benefited from channel expansion and breakthroughs in use
scenarios. The family consumption series experienced a decline in revenue due to the high base in the same
period of the previous year with an operating revenue of RMB347.5007 million, representing a year-on-year
decrease of 36.10%. Leveraging the Company’s strength in supply chain and specialised service advantages
as well as the revival of the catering consumption, the catering industry series achieved revenue of
RMB887.9966 million, representing a year-on-year increase of 7.61%.

Low temperature cheese lollipop series continued to iterate and upgrade with high gross profit margin
products, and room-temperature cheese lollipop series continued to boost economies of scale through
channel expansion and breakthroughs in use scenarios. Despite the decline in business revenue, the gross
profit margin of the Company’s cheese lollipop series was relatively flat, and its market share maintained the
first ranking. Due to the dual impact of exchange rate fluctuations and rising costs of raw and auxiliary
materials, the gross profit margin under family consumption series and catering industry series has declined.
Nevertheless, decline in overall gross profit margin was maintained within a controllable range.

Shanghai Milkground Food Tech Co., Ltd. 2023 Annual Report Summary
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YoY change in revenue of
various cheese segments in 2023

YoY change in gross profit of
various cheese segments in 2023
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2) Brand occupation

During the reporting period, the Company reinforced brand building and consolidated its position as a No. 1
cheese brand. In terms of brand recognition, the Company further upgraded the brand image and core
values of Milkground, and continued to strengthen its position as the “No. 1 Cheese Brand in China”. In
terms of large-scale communication, the Company continued to be endorsed by celebrities to continuously
strengthen brand endorsement and recognition while placing in the CCTV, Dragon TV, Focus Media and
other mainstream media precisely, maintained the volume of brand communication and build the first cheese
brand potential. In the peak marketing seasons such as Spring Festival and summer seasons, the Company,
combined with the launch of new products, gift boxes and brand new advertisement films, to reach
consumers at high frequency and enhance the brand image. During the reporting period, Milkground
exclusively sponsored “Super Diva Season 8" ({{B 5Bk EE /\Z)) and “Fashion Kids “({EIZEXT)), also ran
hot topic marketing activities during the popularity of a number of TV dramas. In terms of content
marketing, the Company increased placements in digital media by marketing vertically and horizontally on
multiple platforms such as WeChat (#§15), Weibo, Xiaohongshu (/N4 $), and Tik Tok (£}%&). While actively
interacted with consumers to increase brand awareness and reputation. In terms of channels, the Company
continued to increase terminal displays to maintain the image of the No. 1 brand. At the same time, the
Company carried out seasonal theme roadshows, cheese buses into the townships and other consumer
marketing activities to continuously improve the market penetration of cheese products. Multifaceted brand
investment, so that the brand value of “Milkground, the best cheese choice” profoundly rooted in people’s
mind, which further enhanced its market position as No. 1 cheese brand in terms of market share. In the
third-party brand research commissioned by the Company, Milkground has won the first place in multiple
aspects such as “No. 1 for No-Prompt Mention Rate”, “Brand Awareness” and “Brand Reputation”, which
raised its brand awareness among consumers.

“Super Diva
Advertisement in Season 8” “Fashion Kids” Milkground
cerv (43 43 BK I 55 1\ ) (HEXTF)) Cheese Bus
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During the reporting period, the Company actively assumed the responsibility as an industry leader and
jointly hosted the 2023 China Cheese Development Summit Forum for the fourth time with the Dairy
Association of China, where it proposed five directions for the sustainable and high-quality development of
the cheese industry, and was positively responded to by industrial peers and praised by the industry
association. At the 6th China International Import Expo, the Company successfully challenged the Guinness
World Record for “The Largest Cheese Animal Sculpture” with a “Cheese Cow” that was 1.76 metres long,
1.01 metres high, 0.71 metres wide and weighed 800 catties. In the Shanghai First Cheese Culture Festival
in the same year, the Company actively participated and presented a variety of natural cheese, cheese +
pastry, cheese + bakery products, exploring new consumption scenarios of cheese products.

2023 China Cheese 6th China Guinness World
Development International Import Record First Cheese
Summit Forum Expo Certificate Culture Festival
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During the reporting period, the Company’s contribution to the industry was highly recognized by all sectors,
not only winning numerous awards domestically, but also emerging internationally. Milkground won the “2023
First Prize for Technological Progress” and other honors, and was named “2023 Image Brand of the
Growing of the Great Brand” and “2023 Leading Enterprise of the Year of New Power in China’s Dairy
Industry”. Milkground’s organic cheese lollipop and boutique cheese slice have won four major international
awards, being ITI Superior Taste Award, Monde Selection, iISEE Award and iSEE Taste Award. The organic
cheese lollipop also won the Dietitian’s Choice — Healthy Goodies “Milk and Milk Products” Category
Outstanding Scientific Collocation Award. In addition, the founder of Milkground, Ms. Chai Xiu, was
honoured as one of the “Top Ten Meritorious Entrepreneurs in China’s Dairy Industry for the past 30 Years”
by the industry media.

2023 Image
2023 First Prize Brand of the
for Technological Growing of the
Progress Great Brand ITI Superior Taste
(2023 E R i (X E 5 h§20234F Award
$—FR) ERER) (ITIE PR EK )

L]
imiermticnsd
Ty Imditute
LT

T T r—

Outstanding

iSEE Taste Scientific
iSEE Award Award Collocation
Monde Selection (iISEERXREm (iISEE& R Award
(EFRRFR) BIFF ) £k (RFERFHBER)
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3) Intensive cultivation of channel

In terms of channel construction, for the retail offline channel, the Company continues to carry out dealer
classification management, optimise the layout of dealers across the country and continuously improve the
dealer service system. At the same time, the Company carried out hierarchical operation of retail terminals
and continued to intensively cultivate modern channels to further improve operational efficiency and
effectively increase single-store output. The distribution channel has expanded outlet coverage, increased
display area and enriched product matrix. The Company vigorously develop special channels such as
bakery, snacks specialty retailers, maternity, and increase resource investment in new retail channels. As of
31 December 2023, the Company has established partnership with 5,036 dealers in total, and its sales
network covered approximately 800,000 retail terminals.

In terms of e-commerce business, the Company has made extensive deployment on traditional e-commerce
platforms such as JD.com, Tmall, and Pinduoduo, continued to optimise operational efficiency and
vigorously developed emerging e-commerce platforms such as Tik Tok and Kuaishou, and actively expanded
instant retail business formats including Meituan (32 #) and Ele.me (1 7 4). While forming deep
partnerships with many leading KOLs, the Company has made great efforts to improve its brand self-
broadcasting and private domain operation capabilities. During the reporting period, the Company continued
to optimise the layout of its e-commerce supply chain warehouse network to improve overall efficiency. In
2023, the Company’s online market share remained the first rank and E-commerce has thus become an
important momentum for development of the Company.

Elevens Report
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In terms of catering industry series, the Company continues to promote the transformation and upgrading
from a product seller to a professional dairy service provider, providing one-stop solutions for customers with
its strong technical and supply chain capabilities. During the reporting period, the Company achieved
remarkable terminal development effect through the cooperation with many top-head enterprises in the field
of western fast food and baking in China such as Muapizza (5RIZ# ), Saizeriya (=#]1F) and Bao’s Pastry
(8 VT {#), top head coffee and tea drink chain such as LELECHA ((k&Z), CoCo as well as well-known
Chinese food companies including Grandma’s Home (#4AZR), Babi (EtbB &) and others. Also, the
Company actively expanded convenience stores channel, and has conducted extensive cooperation with
Lawson (¥ #x), FamilyMart (£3%) and other national convenience systems to co-develop products and
achieve brand synergy. The Company has more than 400 dealers nationwide in catering industry, serving a
wider range of customers professionally.

4) Management upgrading

A. Renewing culture to gather people’s heart

Since Milkground’s release of the new version of the “Striver” corporate culture in 2021, its vision, mission
and values have been recognized by the majority of employees. With the culture of cohesion, the Company
continuously implements its corporate culture concept in various forms and awards the outstanding teams
and employees. Through which, the Company’s team power has been greatly improved. During the
reporting period, facing the challenges of the external environment, the Company’s employees at all levels
endeavored concerted, thus the Company remained the first rank in the industry and continued to expand
its leading advantages.

B. Constantly promoting the construction of “digital Milkground”, and improving operational efficiency

In 2023, the Company continued to promote its work in relation to “digital Milkground”. The Company
launched the first SAP PECDC system national wide within the Company with steady operation of the
Company. This system covers production, sales, finance, warehousing, and quality and other business
modules, and achieves centralized management of orders from all channels and real-time online inventory of
all business based on the business center construction, which brought significant improvement of operating
efficiency. With the advancement of fund platform, Bl statement platform, contract management, combined
statements, reconciliation platform and other external platforms construction, the Company will keep
deepening its informatization and marketing digital construction, empowering the business and helping the
enterprise to develop rapidly with high quality.

Shanghai Milkground Food Tech Co., Ltd. 2023 Annual Report Summary
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C.  Further deepening the S&OP system to improve efficiency and reduce costs

During the reporting period, the Company has continued to deepen the S&OP system, and further improved
the reconstruction of the entire value chain operation process and system from procurement to sales.
According to the characteristics of fast-moving consumer goods markets, the Company implemented flexible
scheduling and precise orders to guarantee supply by closely following the sales market demand, to
maximize the freshness of products in the market. With the continuous improvement of plan management,
the Company’s operational efficiency has been continuously improved.

D. Improving integrated quality management system, strengthening profession and maintaining quality
The Company has formed the “SDS-ACT Quality Management System” based on years of quality system
operation practice and guided by needs of consumer and customers, in combination with laws and
regulations as well as quality management system standards. All five factories under the Company have
passed the quality management system 1S09001, food safety system certification FSSC22000, Hazard
Analysis and Critical Control Point (HACCP) and other management system certifications, among which,
Shanghai Zhixiang Factory (E/B2Z=T]) and Shanghai Zhiran Factory (E3E:ZfAT[) introduced and
passed the integrity management system certification in 2023, Shanghai Zhixiang Factory (E/@ZZ T )
and Changchun Factory (& T | ) passed the organic product certification, and Shanghai Zhiran Factory
(EBZSAT ) passed the halal certification and exported to Singapore, which started the first step of
cheese export. Meanwhile, the Company has established a quality traceability information system, forming a
one-product-one-code traceability system. The Company actively participated in all kinds of quality activities
held by the government and industry associations, and won a number of quality honors and awards, such
as the Standardization Projects award in Fengxian District in Shanghai* (38 2 1% X A5 #1010 B 22 1), and
the Second Prize for Shanghai Key Product Quality Research Achievement Award in 2023.
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(2) Overview of the industry in which the Company operated during the reporting period

(@  Development status of domestic dairy industry

After decades of development, China’s dairy industry has been relatively matured, and its output has
substantially maintained stable. According to the National Bureau of Statistics, the output of national dairy
product from January to December 2023 was 30.546 million tons, representing a substantially stable output.

In the past two decades, with the continuous improvement of people’s living standards and healthy diet
awareness, the consumption of domestic dairy products has experienced a consumption upgrade from
flavored beverage milk, to liquid fresh milk, yogurt and then to cheese, and China is currently in a
developmental stage where giving priority to “drinking milk” while paying equal attention to “drinking milk”
and “eating milk” consumption. With the improvement of the consumption level of Chinese residents, the
consumption of dairy products market will show the development trend of paying equal attention to function
and taste, nutrition and health. The market needs more multi-level and diversified products for different
consumer groups. In addition, in recent years, national policies have also actively supported the optimization
of the structure of dairy products to meet residents’ upgrading needs for consumption. In June 2018, the
General Office of the State Council issued the Opinions on Promoting the Revitalization of the Dairy Industry
and Ensuring the Quality and Safety of Dairy Products {(* THHMIIEMEELSRRELZEHEN)),
which clearly pointed out that the structure of dairy products should be optimized, the development of liquid
dairy products and dry dairy products should be coordinated, and liquid dairy products such as sterilized
milk, pasteurized milk, and fermented milk should be developed based on local conditions. The Opinions
also encourage the development of dry dairy products such as cheese, whey powder, and butter.

@ Development status of domestic cheese industry

After years of development, markets such as liquid milk, yogurt and powdered milk in China has become
relatively mature, and cheese has been benefited from the upgrading of dairy consumption and industry and
is in the early stage of growth. It is expected that cheese will become the main growth point of the dairy
industry in the future.

On 16 February 2022, the Ministry of Agriculture and Rural Affairs issued the “14th Five-Year” Action Plan
for Improving the Competitiveness of the Dairy Industry ({“+ PR "#hI TEF IR AT Z)), proposing to
“encourage enterprises to carry out cheese processing technology research, speed up the upgrading of
cheese production technology and equipment, improve the production of domestic cheese and develop
cheese products that suit the tastes of Chinese consumers.” With the gradual deepening of consumer
education, the market size of domestic cheese is expected to further expand. The newly revised National
Food Safety Standard — Reprocessed Cheese and Cheese Products ({8 % & E R & 5§ T B A T
i fm) took effect on 30 December 2022. Under the provisions of the new national standard, cheese content
of “reprocessed cheese” is adjusted from more than 15% to more than 50%, and products with cheese
content ranging from 15% to 50% are referred as “cheese products”. This puts forward higher requirements
for reprocessed cheese manufactures, and the quality of reprocessed cheese products is expected to be
further improved. In September 2022, at the third Cheese Development Summit Forum hosted by
Milkground, the Company, jointly with Dairy Association of China, released the Three-Year Action Plan on
Innovative Development of the Cheese Industry to Promote Competitiveness Enhancement of Dairy Industry
((IPER QT E BB Dbk =& HIRFF = F1T8h 5 %)), According to the Three-Year Action Plan, by 2025, the
national cheese product capacity will reach 500,000 tonnes, and the national cheese retail market size will
exceed RMB30 billion.
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As an A-share listed company with cheese as its core business, the Company’s market share in the cheese
industry has remained top in recent years relying on its core competitiveness in products, brands and
channels. According to Kantar Worldpanel’s household sample group, in terms of China’s cheese brand
sales in 2023, Milkground occupied more than 35% cheese market share and more than 40% cheese
lollipop market share. It maintained first ranking steadily in the industry with leading advantage in continuous
expansion. According to Euromonitor, in the market share of brands in the Chinese cheese retail market,
Milkground continued to rank first in 2023.

Overall Cheese Rankings

Overall Cheese Lollipop Rankings
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(8) Principal business and core products

The Company is committed to “Cheese for every household!”, and has established a certain leading edge in
the industry after rapid development in recent years. The Company’s principal business is the research and
development, production and sales of special dairy products with cheese as the core. In particular, the
cheese products can be further subdivided into instant nutrition series, family consumption series and
catering industry series. Besides, the Company is also engaged in the research and development,
production and sales of liquid milk, as well as dairy products trading business. The Company will firmly
implement the strategy of “focusing on cheese” and concentrate resources on developing the cheese
product segment with more growth prospects.

The Company’s products include cheese lollipop, shredded cheese bars for adults (A% A F#i9hEE %),
Mousse cheese cup (RETUIEE#F), cube cheese (WyB&/\HI), growing cups for children (JLZE A% #F), daily
sucking cheese (& HW&4hE&) and others under the instant nutrition series, mozzarella cheese, cheese slices,
cream cheese, butter, grilled cheese and others under family consumption series, mozzarella cheese, cheese
slices, light cream, cheese sauce and others under the catering industry series. Liquid milk products
comprise pasteurized milk, fermented milk, room-temperature liquid milk and the like. Of which, cheese
lollipop, cheese slices and mozzarella cheese were the core products during the reporting period, which
were the major driving factors for the steady growth of the Company’s performance. From category creator
to category leader, the Company has its product strength tested by the market.

Shanghai Milkground Food Tech Co., Ltd. 2023 Annual Report Summary
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During the reporting period, there was no material change in the principal business of the Company.

Instant nutrition series Family consumption series Catering industry series

(4) Business model

The business model of the Company’s self-operated business is mainly the research and development,
production and sales of specialty dairy products. The Company purchases cheese, fresh milk and other raw
materials to produce and process dairy products, and sells them through distributors, self-operated
e-commerce, large shopping malls, supermarkets, and major catering customers.

The business model of the Company’s trading segment is to purchase products from domestic and foreign
dairy suppliers and sell the same to domestic customers. The development of dairy products trading
business, on the one hand, will help the Company to expand the procurement channels of raw and auxiliary
materials, while ensuring the supply and price stability of raw and auxiliary materials based on the needs of
inventory management; on the other hand, it lays a product base for the Company to extensively participate
in the competition in the dairy industry, and accumulate customer resources, which is conducive to the
sustainable development of the Company’s dairy business in the future.
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3 Major Accounting Data and Financial Indicators of the Company

3.1 Major accounting data and financial indicators in the past 3 years

(

2023

Annual Report Summary

)

Unit: Yuan Currency: RMB

Increase
or decrease
over that of

the previous year

2023 2022 (%) 2021
Total assets 6,832,507,412.83 7,442,886,257.24 -8.20 6,696,792,433.17
Net assets attributable to shareholders
of the Company 4,302,543,727.03 | 4,452,308,347.57 -3.36 | 4,511,600,990.82
Operating income 4,049,033,690.89 | 4,829,537,951.87 -16.16 | 4,478,305,561.69
Net profit attributable to shareholders
of the Company 63,439,534.18 137,606,981.26 -53.90 154,428,501.16
Net profit attributable to shareholders of
the Company after deducting non-recurring
profit or loss 7,171,235.98 69,128,447.58 -89.63 121,995,310.42
Net cash flow from the operating activities 279,153,516.68 -204,840,831.98 N/A 437,028,199.29
Weighted average retumn on net assets (%) Decreased by 1.681
1.432 3.113 | percentage points 4973
Basic earnings per share (RMB/share) 0.126 0.271 -53.51 0.332
Diluted earnings per share (RMB/share) 0.126 0.271 -53.51 0.330

3.2 Major accounting data by quarters during the reporting period

Unit: Yuan Currency: RMB

Fourth quarter

First quarter Second quarter Third quarter (October to
Major accounting data (January to March) (April to June) | (July to September) December)
Operating income 1,022,743,665.28 1,043,235,728.06 1,009,281,472.36 9783,772,825.19
Net profit attributable to shareholders
of the Company 24,202,313.22 4,364,743.99 5,312,253.72 29,560,223.25
Net profit attributable to shareholders
of the Company after deducting
non-recurring profit or loss 5,868,764.32 -3,111,534.69 -4,668,728.27 9,082,734.62
Net cash flow from the operating activities -115,769,286.23 160,594,723.20 97,313,715.92 137,014,363.79

Shanghai Milkground Food Tech Co., Ltd. 2023 Annual Report Summary
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Explanation of the difference between quarterly data and disclosed periodic report data

[] Applicable v Not applicable

4 Information on Shareholders

4.1 Total number of holders of ordinary shares, total number of holders of preference shares with
voting rights restored, total number of shareholders holding shares with special voting rights
and top ten shareholders at the end of the reporting period and a month before the annual
report disclosure

Unit: Share

Total number of holders of ordinary shares as at the end of the reporting period (individual) 54,546
Total number of holders of ordinary shares at the end of the previous month

before the date of publishing the annual report (individual) 53,023
Total number of holders of preference shares with voting rights restored as at the end

of the reporting period (individual) 0
Total number of holders of preference shares with voting rights restored at the end

of the previous month before the date of publishing the annual report (individual) 0
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Shareholding of top ten shareholders

Increase or Pledged, marked
decrease | Number of or frozen
during the shares held at Number of
reporting the end of | Percentage restricted Nature of
Full name of shareholders period the period (%) | shares held Status Number | shareholders
Inner Mongolia Mengniu Dairy (Group) 6,493,659 | 187,165,622 36.43 0 Nil 0 | Domestic
Company Limited (A& & 5F 71 non-state-owned
(H) RHBRLF) legal person
Chai Xiu (5235) 0 76,103,632 14.81 0| Pledged 76,100,000 | Domestic natural
person
Collective Assets Management Center 0 6,539,943 1.27 0 Nil 0 | Other
in Dongli Town of Yiyuan County
(TREREREGFATLEEEFL)
Jilin Dongxiu Trade Co., Ltd. 0 5,280,000 1.03 0| Pledged 5,280,000 | Domestic
EMEREBRRERLF) non-state-owned
legal person
Qi Ying (7T #) 777,600 5,191,265 1.01 0 Nil 0 | Domestic natural
person
Ordinary (Shanghai) Investment Management 0 4,783,854 0.93 0 Nil 0 | Other
Co., Ltd. — Huijiu No. 3 Private
Securities Investment Fund
(3R (LB RAEEERAT -
LB RBIEAEREES)
Qi Shaohao (FFEIE) 15,000 2,382,350 0.46 0 Nil 0 | Domestic natural
person
Wen Meihua (83 ) -747,000 2,229,200 0.43 0 Nil 0 | Domestic natural
person
Hong Kong Securities Clearing Company -4,384,334 2,218,740 0.43 0 Nil 0 | Overseas legal
Limited (EARREEFRAF) person
CITIC Securities Capital Management Co., 1,460,017 1,975,504 0.38 0 Nil 0 | Domestic
Ltd. (REFRIERAEEERAF) non-state-owned
legal person
Explanation of associations or actions in concert among the| Dongxiu Trade is actually controlled by Ms. Chai Xiu. Save as the aforementioned connection,
above shareholders the Company is not aware of the existence of any connections of the top ten shareholder.
Explanation on holders of preference shares with voting N/A
rights restored and their shareholding
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4.2 Diagram of the equity and controlling relationship between the Company and the controlling
shareholder
[] Applicable [J Not applicable

Inner Mongolia
Mengniu

36.43%

Milkground

4.3 Diagram of the equity and controlling relationship between the Company and the de facto
controller
L] Applicable v Not applicable

4.4 Total number of holders of preference shares and top ten shareholders at the end of the
reporting period
[] Applicable v Not applicable

5 Corporate bond
[] Applicable v Not applicable

SECTION Il SIGNIFICANT EVENTS

1 The Company shall, based on the principle of materiality, disclose the material changes in the Company’s
operating conditions during the reporting period, as well as matters that have had a significant impact
on the Company’s operations during the reporting period and are expected to have a significant
impact in the future.

During the reporting period, the Company actively promoted various measures and recorded operating
income of RMB4,049.0337 million, representing a year-on-year decrease of 16.16%. Meanwhile, affected by
fluctuations in raw material market and exchange rate fluctuations, the cost of major raw materials increased
over that in the same period of the previous year, and the Company recorded a net profit attributable to
shareholders of the Company of RMB63,439,500, representing a year-on-year decrease of 53.90%.

2 If there is a delisting risk warning or circumstance where the listing is terminated within the Company
after the annual report is disclosed, the Company should disclose the reasons for the delisting risk

warning or listing termination.

[] Applicable v Not applicable
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