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Statement

As the first private enterprise who signed UN Global Compact, New Hope Group
has been improving its corporate governance and management system according to 10
Principle of Global Compact and commits to assuming more corporate social

responsibilities.

We always practice “developing with our employees” and we adopt a package of
policies to protect employee right. In the meantime, we established promotion system
so as to support their professional development. While protecting employees’ human
rights and labour rights, we also stipulate appropriate policies for our foreign
employees in the overseas market according to the local traditions and offer them
higher salaries comparing with other local enterprises. For instance, our workers in
Vietnam are permitted coffee break during working time, which is so different in

China.

As for environment protection, New Hope Group implements biological planting,
biological breeding and puts great effort on developing organic food industry. Food
safety, energy saving and environment protection have been practiced in every aspect
of our strategy so as to produce natural, safe, qualified and environment-friendly
products. Due to our insistent effort placed on it, Qian Xihe, one of our controlling

entities has been elected as the sole supplier of fresh frozen meat and meat products to



2008 Olympic Games.

In addition, New Hope Group always takes technological development and
innovation as the driving forces of strengthening the core competitiveness for meeting
the goal of sustainable growth. Currently, the group is giving full play to its
advantages to promote research and development as well as application of the science
and technology of modern agribusiness value chains, including developing the
innovative and applicable technologies in the fields of animal feeds, dairy, meat
processing, chemical industry for agriculture and animal remedy; for promoting
agricultural industrialization, we set up three agribusiness value chains namely swine
operation, poultry and dairy industrial chains. Among them the annual production of
swine operation chain amounts to 7.5 million, poultry amounts to 400 million, dairy

amounts to 350,000 tons.

For bringing our practice in liné with international standards, most of our entities
have gained ISO Quality Management System Certificates, ISO10012 Measurement
Management System Certificates, HACCP Safety Management System Certiﬁca/tes,
ISO14001 Safety Management Certificates, HACCP Food Safety System Certificates
and GMP Certificates.

As the initiator and participant of China Guangcai Program, a poverty relieving
project, and the movement of Constructing New Countryside, New Hope Group
assumes its corporate social responsibilities and invested RMB1.2 billion Yuan and
denoted RMB110 million Yuan in the poverty striking areas and employed more than
10,000 laid-off and transferred workers. The project covers 33 villages and the
number will grow into 100. Meanwhile, New Hope Group is one of the first private

enterprises who issued its 2006 Corporation Social Responsibilities Report.

In the following years, New Hope Group commits to complying with the 10

Principles of Global Compact and contributes to the healthy development of Chinese



agriculture and aims at building a world-class agribusiness enterprise.

Liu Yonghao
President of New Hope Group
July 5, 2007



B m

MELEERA
2006 F EHH TR

New Hope Group 2006 Corporate Social ResponsgibilReport

#1 7% 2006
AHEBRF NEEER
Seeking the interest for farmers and promoting wed beings for

consumers

H K
TEE : bR 2008 F Riz2 /e AR ERF MM R,
“Qian Xi He” frozen fresh pork, known as an exclesiv

brand for the Beijing Olympics 2008,

WHEEEAESES il
I BB HELRE IS
(028) 85234545 85241180

Http://www.newhopegroup.com




Bz
BEX IEm B Bl

HEALTHY TRANSPARENT Regulated and Innovative
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Preface

EMBRACING THE OCEAN

“Glorious life is nothing but refreshing oneself e\terough in no pursuit
of sumptuousness, as life should be a track onlwbie to materialise
his/er value in the process of constantly broadgmew and exploring
the unlimited potential.” | thought, and so do | asual. While Hope

achieved eye-catching accomplishments, | still tdw@a New Hope in



pursuit of a new dream, which stimulated us to sigpof inland Sichuan,
penetrate into the Jianghan plain, and subsequentlyraced the ocean.
This dream is about restructuring and integratiagous effective social
resources, expanding the previous feed businedsé, and building up
a dream of industrialised agriculture; this dreanabbout a path of mixed
economy incorporating with different ownership sys¢ so as to
maximise productivity and about fulfilment of a dne to reinvigorate the
national agriculture; and this dream is about afqlan to be jointly
forged by a legion of high calibres.

Many thought New Hope was a legend. Regardles®reghccess or
legend, this was just the first step of a long @y The issues
concerning agriculture, countryside and farmersseai by central
government echoes our desire to march forward tdemmoagriculture.
Hope of New Hope lies on our seizure of the histropportunity, not
only does New Hope work hard, but it parlays itevganto development
and alliances with fellow companies.

Only when an attitude towards alliances for mutl&elopment is held
can we ourselves further grow up and benefit ounpes as well.

New Hope, of course, means new mechanism and maresgemode.
Only after cooperation is established can we abstrdngths into our
management practice, we would create vigorousttheahd innovative

“New Hope”.



Embracing the ocean and jointly creating rosy pectp are highly
relevant to participation of increasing talents aatlbres with passion.
We need to roll out a new structure of shearingebeand interest, on
which they can tap everyone’s potential and engmitalents to perform
best.

The unquestionable target of embracing ocean reguis extensively
involve into our business and further explore owarkat. We believe
that we can become part of ocean because of oabiities, knowledge

and our open mind to all challenges. Any hesitabomoubt should not
be in our way of embracing our goal. The Greek s@ldcunt Fata

volentem, nolentem trahunt”.

Our goal is there and the international marketailfing, we are ready to
answer it, with our inspiration and passion to teregew hope-where the

sun is rising.
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TREMISEHSE VHRNEZRNFT,

New Hope Group, founded in 1982, is one of the dargprivate
agribusiness enterprises in China.New Hope Gronksrd87 among the
top 500 enterprises in China and is entitled asTibp 10 Most Vigorous
Enterprises’. Mr. Liu Yonghao, Board Chairman ofwNelope Group is
regarded as the “Most Influential Business Leadehe World”, ‘CCTV
Economic Figure’ and ‘CCTV Agricultural Figure’.

NHG controls more than 210 entities in Chinese faaih and overseas
market with 35,000 employees. The total sales n@séras mounted to 20
billion RMB in 2006 and realized the profit of lodlion RMB.

NHG has contributed 1200 million RMB for povertyiesing project. In
2006 NHG helped 33 villages becoming the pioneeburnding New

Countryside.

1. 1[fiss5%E History and Evolution

1.1. 1A% E 1.1.1 Our History
‘HMHELEANTFREAFLERA , BRXKE. XKIT. FEH (X
KE) XKFMRBECNRHARRES L —FLEEH WO NS
XZ—o1982F FERABEREMENFMEFT ZERFK=FK 1000
TRE , FRTRENGIWHAE ; 1986 F , IMEERBRIEHR
RESZHAXIKABEE PELFRNTFFETHENDAUSR,
ML S FBERAXNKR BB @IE ; 1990 F , 2 EHRE
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BETENRE  BRELELVKSE  MAMERNBRERILE  EES T
LERENTHRELVEWVHCEZERR BOTHRATIFEANRE
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New Hope, previous Nanfang Hope Group, is one af fadependent
affiliations of Hope Group, known as a large prevanterprise founded
by four brothers, namely Liu Yongyan, Liu YongxinQhen Yuxin (Liu
Yongmei), and Liu Yonghao. Back in 1982, the fototbers raised 1,000
yuan by selling family properties under extremedysh living conditions
and embarked on a tough journey of business esitabdint. In 1986 Mr.
Song Jian, the former minister of National Sciemr®l Technology,
remarked ‘private entrepreneurs are the hope fdioma& economic
reinvigorating’, by which Hope Group was named rafte 1995 Hope
Group has been developed into the largest aniredsfeompany and also

the largest private enterprises in China. In theesgear the ownership of



Hope Group was clearly defined and Mr. Liu estdidis New Hope

Group evolving from Nanfang Hope.

1.1.2 Development Strategy

+QOverall Goal: to build a regulated, environmenerid and world class
leading agribusiness enterprise.

Since its establishment, NHG always makes the comemt to seeking
the interest for farmers and promoting the welkigsifor consumers. In
2005 NHG launched the strategic goal namely, tddbai regulated,
environment friend and world class leading agribess enterprise in 3-5
years through efficient organizational structuredern management and
the advantage of scale and capital in order tograte and optimize
global resources.

¢ Strategy: Concentrating on agribusiness while nwakirational
diversified investment

Agribusiness is always at the core of our strategielopment while we
are making diversified investment on Chemical, essdhte and finance so

as to hedge the risks faced by agribusiness.

A ESEN R REREE B T TUER



10 Features of International Agribusiness Enterprise Defined by NHG
o HHEWAKXE 500 ZTART

® realizing the annual sales revenue of 50 billion RMB;
o S|FHEBHUEBESAEE

® |eading the transition of traditional agricultural industry;
o RHME, B, Pl

e  Advanced poultry, and dairy industry chain;

o JMEMRERBAR

e Edge-cutting equipment and technology;

o mMELT

® competitive brand;

o MEXRWY

® | arge Scale procurement;

o  SEMHER

e  well-performed team;

o SHEEENR

® International standards

o ZEAAELMIFHEHLE

e Perfecting corperate governance and incentive plan;
o ERMWARKL

e suitable corporation culture.

H— i RFEERHWER  Graph 1: Features of International



Agribusiness Enterprises

1.2 7=k 4#¥ Business Structure
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Agribusiness: Agribusiness is always our core kessnwhich
includes breeding, animal feed, breeding servicairydand meat
processing, slaughtering and animal medicine ettGNs China’s largest
animal feeds manufacturer with the annual salasmelof 6 million tons.
Meanwhile NHG is the largest meat processing aralgsitering
company with the processing capacity of 400 milletnckens and ducks
annually. The group produces 800,000 tons of dpipducts per year
becoming the biggest dairy combined venture in lsgast China. In
addition, Qian Xihe which is subsidiary of NHG etsole meat supplier
for Beijing 2008 Olympic Games.

NHG initiated its overseas strategy since 1996 setdup the first
overseas’ plant in Vietham in 1999. Today NHG hataldished 8
overseas plants in Vietnam, Bangladesh, Philippares Indonesia with

RMB 400 million and has gained very good return.



Chemical: In collaboration with IFC, NHG founded e&figdu
Huarong Chemical Co Ltd, the largest enterprisalpcong highly pure
potassium hydroxide in Asia, and accounts for 60R4China’s total
exports. NHG is also one of the largest phosphonufaturers for
animal feed utilization in Asia; the production eapy of PVC has
reached 400,000 tons; Sales turnover of raw méatéoraveterinary
medicine and finished medicine takes a lead endbmestic market.
With the facilitation of int'l partners, NHG alwaygives top priority to
environment protection to develop recycling economy

Real Estate Development and Infrastructure: NHGinlya
deployed its real estate in Dalian, Chengdu, Hutegehamd Kunming etc
and develops O-Park, a commercial real estate girojeKunming and
Nanning.

Finance: Compared with other private enterprise$&sNig¢gan to tap
on the financial market in very early stage andisitthe Largest
shareholder of China China Minsheng Bank, Minsherig Insurance
and Union & Trust Ltd. NHG gains very good returom this sector due

to its regulated management.



B &B0l60% Farming & animal husbandry;
B £ R&iR1% Finance
BE#7™10% Real Estate;
B {t I8% Chemical;
mE ©Tl% Other

E= : iHBEEARRENREE
Graph 2: Pie Chart of New Hope s In Structure

1.3E®E &% Management System
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MAMEETF,
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NHG adopts vertical management system.
+ |t established the system of board of directorthatfairly early
stage among fellow private companies, divestingagament authority

from ownership, overcoming the shortcoming of oohe voice of boss



of family company, and introducing professional ager;

¢ |t carried out the prudent and sound strategynculbating new
business and implemented tharoject oriented systéimdirectly led by
president, only when conditions are mature camtwe business project
be transferred to the routine management;

¢ It took the lead to disseminate tHeegional and “line”
management mode and established and improvedsttaing power by
full authorization” system to reduce overhead cost and heighten

management efficiency.

1.3.1 Well Define Ownership and Management

New Hope adopts a grouping management mode, I.affiihtions
are under control of the group, which explicithffided ownership as well
as responsibility, right, and interest of managenaerall levels, laying a
solid foundation for the execution of scientific mgement system.

The board of directors is considered the paramdaaision-making
organ of the group responsible for drafting and ifyoty the
development strategy, stipulating and improving thgerational and
management system, and supplementing and revisengperational and
management strategy.

The headquarters is considered the paramount mareagergan of



the group consisting of administration, HR, fingnagperation &

management, investment, and auditing and supenvidgpartments etc.
It is obliged to proffer information and scientifiewidence to the board for
decision making; timely and accurately translai Itloard’s resolutions
to plans; organise relevant resources, coach armdioate each
department to put action plans in place. In the@ss of implementation,
it holds accountable for monitoring and debriefitige execution of
decisions, and controlling and facilitating tacglirproblems in this
regard.

New Hope falls into four strategic business unitamely
agribusiness, chemical, real estate & infrastra;tuand financial
investment. Each unit directly reports to presideifice. These
departments coach their respective enterprise todwzd R&D,
dissemination, publicity, and marketing of produesd undertake other
operational and managerial work of their respectiepartment in line
with authorisation.

Every subordinate company is operational entitytiodé group,
directly responsible for production, transportatiaand marketing of

products.

£HAEE4 Board



BHIMF President Board

TEHX#EF  Admin

W&E  Finance

ADBERE HR

ZLEEERE Operational mgt
REXEBE Investment

Tt EEE  Auditing & Supervision
KRB WE Faming & husbandry
{ETEWE Chemical

W= SRS I Realty & Infrastructure
SRR AEBAUI Financial investment
¥%7= %% Pork industry chain

B $E Poultry industry chain

P37= g Dairy industry chain
RNEHM Rural marketing Network

H & Other

Bt = Phosphor chemical
#H{LITHELKE PV C Potassium chemical
H & Other

£ #7= Residential project

B EX Commercial Park

Yl B Property mgt



Al EE Business mgt
SR EEE Financial stock ownership mgt
FER/AEFEA Trustinvestment platform
WMEHBREE Financial investment mgt
= EBALALENRRER Graph 3: Diagram of Management

Organisational Structure

1.3.2 #AELEE, BILAREEFR

Standardised Operation to Strengthen Modern Manegeleans
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New Hope placed heavy emphasis upon standardisedhtam and, in
the realms of procurement, capital managementstment management,
brand management, intangible assets managementiRndanagement
etc, formed a complete set of standardised proesduAmong them the
“three times of negation” in the cause of agreeipgn significant issues
effectively ensured stability and reliability of ethgroup in decision
making; 7S management models provided evidencénéomanufacturing
enterprise to adopt the regulated procedures; lmesuéh management
based on data of the domestic and int'l fellow camps converted the
enterprise from qualitative to quantitative manageim and offered
decision makers and HR management as well withtgative evidence;
multidimensional channels, centralised managememg real-time
information management system provided the sen@anagement with
precise evidence to have a better understandingendérprise and
marketplace, a full mastery of the implementatidndecisions, and
prompt solutions to problems occurred; the compb#sed cash

management and HR management platforms cascaaethatfon for the



group to centrally manage cash and seek high ealibiotal budget
management laid a solid foundation for reasonablesation of capital
and increase of turnover rate; and the introductddnperformance
appraisal system not only gave a strong push torigeing improvement
of employee training and career development, bsd atimulated their

initiatives.

E-CASHAH E-HR EE ¥ & : E-CASH and E-HR Platform:
FEMEXEAES LN REEFEERN , £HAT 2004FBH TREEFEEFA
(E-CASH) WB , #F 2005 FRAEA, ZFANETRETUSERRA Be 7R
EEANE K BRTASLL2EE,
BRTFHARATHERERE £HT 2006 FERANRREFEERFLA(E-HR)

BH, ZPEXHAREEEARREANRATHAR , TEPTHRABASNREMESR.

Echoing a centralised cash management principéedady the board, New Hope kicked off an
E-CASH project in 2004, which was run into openatio 2005. The successful operation of the
platform reduced financial management cost, implabe efficiency, and ensured safe operation
of capital.

New Hope, catering for effective management of eygd and talents, completed an E-HR
project in 2006. The platform effectively suppdiie HR system with growing employees and is
conducive to developing and training excellentritde

TSHZHER 7S Management
B ( Seiri)

MLFENREFRLERXDT , ARV ELRARELEY R,

To separate necessary from unnecessary, only tiiefas allowed to be placed in post.



B ( Seiton)

BUENRE T AT RER T RERES . BFRMENE , HEHE RSB,

To place necessary somewhere everyone can immgdiatehed and returned back,i.e. nil time
to seek and nil time to replace.

&R ( Seiso)

9]

Az

FRMUEBEER, TR, THREE  FREAFTERTE Q&N —LFTRNTHE

i,

To make post no garbage and no dust, clean and kébp equipment constantly very well
performed, and create a working environment wittaoyt dust

&% ( Seikeetsy)

TEE, BEL, GFRARTIE , FERAEL. FEL.
To carry out cleaning and arrangement to an eradstandardised and institutional manner.

Z £ ( safety)

AR, HERRRYE ISR RE  REATHASZENEFTNERET.

To clear up hidden trouble, eliminate risk, prevewtident, and ensure personal safety of
employee and normal operation of production.

JEE ( Speed)

BILIITH , REA, Hl. MNSEKEBD , REEFRE,

To strengthen enforcement, make full play of labauwachine, and material, and improve
efficiency.

7= ( Shitsuke)

XFRAETHER , ARBRERERNT , TR IHR,

Everyone is required to abide by rules and reguiatand to cultivate a habit.

Bh : iInEEEAFERSWHETHNT7SHZER
Graph 5: 7S On-site Management Implemented by Msauifing

Enterprises of the Group
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OUR CULTURE
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“Training Employee, Creating fortune and Promotiogia civilisation”

Is spiritual concept of New Hope.

2.1 £ 3x{t, Corporate Culture

2.1.1PFA%, EM@. #E, BI%
“BAYE. EM@., ST, SIF BELEHERNMER .
BREE O - BREREMX |, T3 EMX , MEABHEERHEL
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BEB&ANED, 2006 F , HHFEERUEZEABNAHTTRE BIF+
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2.1.1 Transparent, Healthy, Regulated and Innewati
The group adheres to a *“Transparent, Healthy, R#edl and
Innovative”.

Transparent system: To fairly disclose to the muahid our partners, New



Hope and its affiliations contracted the certifi@dcounting firm

(PriceWaterHouseCoopers etc) to audit its finarmapbrts.

Healthy mindset: New Hope trained more than 10j0@dessionals with
positive mind over past two decades. With a rippiiect, it brought

millions of clients onto track of wealth creation.

Regulated management. New Hope is one of theesarjrivate

enterprises to establish the board of director€lma, so was one of
private enterprises to go public in China at theyesiage.

Innovative environment: In 2006, New Hope kicked afcampaign of
selecting “10 Best Innovators” from employees tobitiee innovative

initiates of employees as well as managers.

212—ARE , —FrER , —XFER

MAREELL LRI E , MEBHITE —IRE , —FIFER,
—XER, ARABRBRENSRZONFE—MUAL , RAKEDN
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R, RHFBLELU LN =NEIR,
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TZH  RGEtufHE  BE-EATLE, REERBLS , BHFE
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2.1.2 A family, A School, and An Army

Since it has been established, New Hope has besgmngeworking on
shaping up culture of “ a family, a school, andaamy”, that treat every
employee as a member of family, train and developpleyee’s
knowledge and skills as in school; discipline emgpkgs activities and

performs by clear defined rules as in army.

2.2 ATIRAE Employee

2.2.1 AR
MAEEEANBATLISFR , 7HELERFEL S, EHX

BT, EEEER, XMERSFHRK , FFLEA R IRNIBEF,,

BOTREZENADGRERER HNATOERFNTHFHE

MERI<.

2.2.1 Status Quo
New Hope employed 35000 nationwide and in SouthAsian
2.2.2 {BREII
MBEESURE K FEHMENENIZTNME, RMNBEZZH
HEREEH2ZTRAMNFTAS. EFEEZFRBAATELRFNE
R, ERNBATERE", AEELALE MR HIRERE,
2006%F | S HLEIKFETR T 3216% , HFRNERFFZH 1800
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Graph 7: Pie Chart of Employee Engaged in Farming & Husbandry
and Non- Farming & Husbandry Business.
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B\ . B THFEERES] Graph 8: Pie Chart of Employee by Age
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Graph 9:Pie Chit o Employet by Educational Level
2.2.2 Recruit and Training
In the year 2006, New Hope recruited 3,216 emplgyaeluding 1,800
extra labour forces from villages, 720 previouslydtoff workers, 512
university graduates, and 10 overseas-returnedassho
New Hope invested more than 20 million RMB to tr@mployee in

2006.

From 2005 to 2006, cooperated with Tsinghua Uniter@nd Renmin



University of China, New Hope Business School ldneic 6 classes to
train more than 500 senior agriculture professinal

The“New Hope Scholarship”,a high visible collegelewment has been
established in agriculture colleges including Chirfsgricultural
University and Sichuan Agricultural University toelp outstanding

student complete their education.

SE7TANEY = 3 B8 4B
N T
EIPN:L it A “1+17 HBINEIE
61N B- 15 sErhiEsE “ KA i
R
1- 36 SEEBG BB ARAR
354 ERORE) A R
2.2. 3B HLE

BIYBHRRES  52PES  ERE{ARA TSN E , EHE
BHERN B, BASIERE LSRR LK 100%,

20065F £ AT R 7T FMABLEZEED HITH 1008 K AuFE,
EE 108, 0 10 FEK 10 MLEFHBK , MIEPAX, E@"HE
WRE,.
2.2.3 Incentive Plan

New Hope established a “Management by Objective’'BQW
system, cascade the rules to all levels, implendemterformance

appraisal system; conduct evaluation and give g@te incentive on



the regular basis. The performance appraisal sybtes covered whole
group.

The group kicked off a campaign of selecting “StaNew Hope” in
2006, in which 100 outstanding workers, top 10 mgans, 10 best
innovators, and 10 excellent teams stood out. “&b#vities has
re-confirmed the culture of “Transparent, Healthhggulated and

Innovative” to all employees.

22AH TR

BIIADBRBERIMRE (E-HR), KHEXNIRER", THMFE
Rl REBF AR ZBAFRANDBRERLR  BAETEKFE  REA
BME,

EALDBRERMBEMEEE, BXEHFEY HRITX, REE
LIEHR (WA RGE. FMEEE ), MEIBEERE , HMBRMETIU
ZR , BRIEES (B ) TH.

B RAIRBNEEFzENEKERAT  SRIMNEEBRENC
MNERFR. BIETHZ L, —BRK , —EFYHizaRIIR
ZRRHEBA , EREPEIADNANHE !

2.2.4 Others
The E-HR system and benchmark management mecharesenset

up to improve the managerial skills and increaselpetivity.



Budget management mechanism has been adoptedfsystem.

In short, employee serves as a bridge betweenlith@ and us, and
as a valuable source of our management team aogahan. While we
are working hard on our devoted agribusiness, #énegmal value has also

been realized with our business and career growth.

1.34EMB |, EFHSL  Tax Paying and Social Responsibility
MHLEERAE/LFRBAKFERMRS , MBS EE
Ko IXE4FRITPBREL 22125 , RAAIEETHARET,
2006 FSRHAEEEN 17.11Z 70 , BB ER 7.421Z2 7T
With the increase of profit, NHG has paid RMB 2.#lidn
yuan accumulatively over past 4 years setting steanple in local
province. In 2006, NHG realized the profit of RMB71 billion

yuan paying tax of RMB 742 million yuan.

W 2 :{ZxT

7.42{Z5T

N W R T OO N @

20035 20045 20055 20065

B+ : 2003 2006F #f % L HLEA 4AHL S8
Graph 10: Total Tax Payment by New Hope between 2003 and 2006
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AMEER , hEEER OUR BUSINESS
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“Seeking the interest for farmers, and promotingabk beings for
consumers” has long been the culture sought bysooup

“Farmer” refers to all farmers, employees of Agribass

Company and related agribusiness companies thatpare of the



agribusiness value chain. They play critical ralesnew countryside
resurging. “Seeking the interest for farmers” mensnrich “Farmer”, to
pay the tax, and to provide employment opportusiti&onsumers”
means the client we served. “Promoting the welh@gifor consumers”
indicates our historical and social responsibilinging a manufacturer
and a supplier of meat, egg, and dairy products, vese our

responsibility to provide safe meat, milk, and éggur clients.

e ST . FIEIRSS
Raw material Seedli breeding
base eedaling, service
A = ASEIH e
Feed industry . and animal
breeding immunity
B E 7
RinT
Meat, egg,
and milk deep
7 T 6 processing
and urban
Distribution
& #: Consumors # #&: Farmers E1EIRE: Partner 5 I: Employees
RIFERTEHA . RN, ReEEMZE BE, hEHEE, RIEBNRBIES,
E. B Perople to Farmer to enjoy less risks  P&{X 3 5 B A& AR 55 BE 71 Employee to tap
get healthy and safe meat, and more marginal profits  stable and coordinated supply ~ potential and improve overall
egg, and milk products chain, reduce transaction cost  service skills

E+—  SIFERIK (. B, 54 ) llsg
Graph 11: Farming & Animal Husbandry (Pig, Poultry, and Cow) Industry Chain of New Hope

BERIE# Raw material base
i@ 7=l Feed industry
fH  Seedling

TREFFHE  model breeding



FrHERRSS breeding service

RF Farmer

HYIB5RE and animal immunity

A, E. JRMNI Meat, egg, and milk deep processing
HWHHE4E and urban Distribution

&’ #& : Consumors

RERERZELHNA. &, PEM
Perople to get healthy and safe meat, egg, andprolitucts

# #& : Farmers

BRETmZXE , REEFZE
Farmer to enjoy less risks and more marginal [wofit

BYEM#E : Partner

RE , hENMHE , BEXZ KA
stable and coordinated supply chain, reduce trédngsamost

& I : Employees

REBNREES RSED

Employee to tap potential and improve overall sargkills
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Graph 11: Farming & Animal Husbandry (Pig, Poulagd Cow) Industry Chain of New Hope

1. 1 BRI Z 2 Safety of Raw Material
REF=LENRLRER R, 22, RENFRBMENRIFE
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S —RBHMERANE , MAMBEF N ANERMNENA (FFE
EFRBERAMATE,

SEBUNANERMR, KREE, BURNGEZHERE,
+EVRBENRERORTERS,

¢ RPEBERBAIERTNE , RN EEEEFARE,

The stable supply of environment-friendly and safe material for
animal feed manufacturing is the premise for sostale operation
since it is the starting point of the whole indugtchain. Improving
raw material supply thus becomes the first taskndtistrial chain
building.

+To standardise the specifications of raw mateisdued “New
Hope Regulations of Raw Material Utilization

+Establish a database to track the type of pestitédel of residue,
and toxicity analysis;

+Set up a testing centre to monitor raw material @mavide
early-alarming;

¢ The company will procure the raw material from farsmnbased

on the contract.

BRE/MIE

NE+E+RF =REZH
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“KMBAFAING  EFFPEERBRARESARITRERE , SMESE At Hig
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Xifeng Xiaoba Town: Company + Base + Farm ers =dfiing Farmers
On December 8,2006, Wu Xiaojiang, a farmer plantirgps at Shigiao Village, Xiaozhaiba Town,



Xifeng County, delivered corns with high proteinig@dan No.11) of 2,320 kg to a purchasing
station of New Hope (Guiyang) Agricultural Tech Cal. The company purchased the corns at
1.5 yuan/kg for 3,480 RMB and simultaneously rewedrtir Wu a 29” TV. Mr. Wu is the one of
the first farmers that received Star-rated services1 camany after the company and township
has formed alliance to adopted “company+base+farmgerational model. It is said that, in
2006, New Hope has signed guarantee agreemensy tihg price of 1.4/kg with corn farmers to
establish the first 5000 Mu corn base in Shigidiage.

L 4

Source: Guizhou Xinhua Net

TOLERBER  EFREY IS REAHRAREPEERITY , AAERES
TREESR , NEAREITR 2 BRIEWEEFTRARGL , EHBREFS
RARFEHZTRERAR AT ERBNERNBERBNE , SERTHZEHNE
NI, SRR B A HHLH,

Yangtze bean pulp “mobilisation” plan: The buyeeds place the order in written to

supplier 15 days in advance without fixed pricentlthe supplier prepare goods per the
order. From the date the buyer placed the plaméodate goods are delivered to the
harbour designated by the buyer, the buyer can tleekpurchase price from time to
time according to the change of the market conditiod daily quoted price from the
supplier during this time. The scheme brings thmecyring system up to the
international standards and create “win-win” siimator buyer and seller.

3.2 £7=3EEA Transparent Production Process

20055 MHEEARRETEE XXk 7SER UEBE

BITRR. MEHEFNIERE,
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WRE ) BE,



ProcessAll affiliates has obtained ISO9000 and af&lity certification

as well as 1ISO14001 environmental protection geatiion.
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Monitoring Screen to Unveil Secrets of “Meihao”Chgdn Hope
Food Co Ltd setup as many as 32 cameras throughgiant to
cover all production lines, and boadcaset thetiee image to the
public by means of network, optical fibre, and roigave etc.
Wherever you are, you are able to watch the “linaabcasting” of
the entire process as long as you are log ontwéie

Source: Tian Fu Morning Post

3.3 FEHEIRAEMIE Standardised Breeding Regulations
HEMNE, BrEREFIEBY  MFEESRFZITEE , AKRF
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o APEIIBIRFIEERS  FIHFLEBFREBTATHXNK
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HERI 2 10 7 %8 (R ), # 100057 AXkZ 1,
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MIFELT 19NMNKREGE , &K E 7T~ —&RE”
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A standard contract is signed by New Hope and fatmprovide
the latter with feed, breeding animals, vaccinel, tchnical service
in the entire process of production of raising aisnNew Hope is
responsible for buying back, slaughtering, and @ssing products.
The farmers are liable for building animal farm aadry out
standardised procedure to provide animals in aecme with the

contract. More than 300 standardised bases wergs®tionwide.



Every animal farm is required to record all releviattors including

weather, temperature, immunity, digestion, wateath rate, and

elimination through selection etc.

The survival rate of pig and poultry has increasdeanatically by

the controlled process. The traceable productemigtincrease

benefits of farmers but also improve safety of food

¢ Users training class and breeding workshop: the groitip an

¢ annual investment of scores of million yuan orgesighe
training class and breeding workshop on either régular or
irregular basis for the large-sized breeding hoaolsklagent, and
supplier etc. Its contents cover current situatiosyecialised
technology, moral quality, and successful busiméssUp to date,
more than 100,000 times of training class and wwgswere
held for over 10 million attendees.

+“Value-assured chicken by contrachode: Liuhe of New Hope

established 19 large refrigeration plants in Shangdnd Jiangsu,

each of which employed a coordinated process moddailt a

cooperation system catering to the market econtoggther with

the poultry breeding farmer, in an endeavour tcetea

“value-assured chicken by contract” policy. Thisdasay, when the

market price is higher than the contracted prive anterprise

purchases chicken back at the market place tothelfarmer’s



interest harmless, when the market price is lowan the contracted
price, the contacted price is executed so thas ngbuld be
shouldered by the enterprise. For instance, whefiltind flu”
plagues resulted in a down market, the compariyrstisted on

performing the contract and substantially guarahtae farmer’s

Interest.
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Graph 12: Main Activities of “ Baby- sister” duringthe Period
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2. A= LEEBIR Value Chain
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3.4.1 Value Chain of swine Operation —one of thggest pork
suppliers in China

+Breeding Animals: Cooperated with the most advangedetic
system , we have built two the most advanced nacleerds
breeding farms and 1 race keeping base housing stimnexcellent
breed— Rongchang Pig. We can produce approximate 20amilli
commaodity pigs and provide leading, safe, and emwvirental friend
piglets to around 100,000 animal farms;

¢ “Guoxiondg pig feed is Ching famous brand and free from
national inspection;

¢+ Based on West China, Yangtze River Delta, PeaiRDelta, and
Beijing-Tianjin-Tanggu area, a swine operation E@Ensystem was
established across the country;

¢ Our annual capacity of slaughtering is 7.5 millmgs. The main
equipments were imported from Netherlands, Germ&®ymark,
Italy, and Austria etc. New Hope has adopted thesHeading
technology and compiled with the requirements denmational

Standards;



+“Qian Xi He frozen fresh pork, known as an exclusive brand for
the Beijing Olympics 2008, was ranked the most waled pork in
Beijing in 2006.

¢ “Meihad meat product was awarded the famous brand and the

product free from national inspection for 6 conseeuyears.
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¢ 3.4.2 Poultry Value Chain — the biggest poultry proessing

enterprise in China
¢ Cooperated with British Cherry Village Co Ltd tetsup Grand
Parental Breeding Company to introduce the onehefltest duck
race into China,

+“Liuhe” poultry feed was honoured the famous brand in £€amd



Chinds well-known brand;

¢ acquired Liaoning Fuxin Dajiang Group, combinedhwarmers

to complete an integrated poultry chain.
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New Hope:

100 Million RMB Plan for Resisting Bird Flu

Attacked by aviation flu twice in 2005 and 2006 ffoultry farmers faced enlarged risks of
giant loss. New Hope purchased the poultry frormé based on the contracted price
that is much lower than the then market price. dBing this, New Hope gave away one
third of its profits. Meanwhile, the Group dispagd 5,000 technicians to help farmers in
disease prevention and treatment, these persoasebiought the knowledge of how to

control and prevent bird flu to the farmers. Other course, New Hope gave away a total
of 160 million RMB of profits to farmers to helpein out, and protect the value chain,
effectively control the outbreak of aviation flutinthe market and mitigate loss of the
farmer. Source of news: 21 Century Economy Report
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3.4.3 Dairy Value Chain—-the biggest complex in Solmvest

China

¢There are 11 self-owned cow farm, among which Siohs

Hongya Yangping Milk Cow Farm was accredited witARSGrade |

certification;

¢ There are 5 student milk bases, namely New Hopeaxtu

Kunming Xuelan, Hangzhou Shuangfeng, Dali Diequard Anhui

Baidi;

¢ |ts annual production of milk exceeded 800,000stovith all

equipment imported from Sweden, France, and Germamy

packing material from USA and Sweden, absoluteiynged with

the requirements of the WHO.

¢ A purchasing mode ofContracting is signed with approximate
60,000 milk cow farms, and its annual capacity egseover

300,000 tons of fresh milk. In SichdarHongya, local people



dubbed the cow breeding business “bBseeding two cows a

household, getting a building in three years”.

= R Bt S kiR

CHER, BRREAKRBEBMNHN—NE, BEENL , XEREBNIRL , 2— MU
BKS  RRUEAE G, N TRFGEBNESHE , KENEERONE | REE
FBARPELBBNLFAE , KARERPATRFERRAE. BREULER,
HENRBEREEAERD , BEXNR)IERIALHRHGIES , BEDEITH
HEFREH—FHEHERX , BBI T RRBREFNFE,

= Ry it APk IR”

RABR. RBERKER  BRUEEFBNEEHERIT | LR EBARE.....
ZEERENERRREEH N CHRERLEREFT REXAK) HAHT —1EE
By “HE SRR

HALEAREB)IERALERA R ELEE R BENEERO L 476t
KREZHRXENBEALFENKREESLWHRERFER, i, il F 2L
REFERRNMH , BFRENNREHTRBENHEAS. MREIALWAERE ,
—AMERB—ANMPENEFT]  BFEE 40 RITEAFNE-BX ;@
B, M tEFEE  XERETURERATHEL  FHZBLFNEARFNABHNER
B

FicETH CERANETRIERIL  BMAE T AR HBFFE RER

T A R4 ARG FER WAL | & AT AR R 34 7R ER M 7= R R '



MAEL AT, Eein RIS IERFITHARRNKFME | FNRAT T RYF A",
MAXR T BRANE", BEMBRUE. FHMARFR O MIL | #5075 m@e
oME , KI T B, TET —SFESFEL, AL, MTLESMTLER
MTEBALFEIES , S THRERPALFREHE, IHRNLFREFRRIE.
BZXRN , ZLNBEHNMYE , B—REBNL&H TREMBEITILHNREMT
&, ARDHERA |, FET R ZHMEH.

Bal , CHRBIE 4TAFTS  AESRITZSHANAXFE, ARIIER
HAWWEXERALS RN EEE -RSTLEBELTFTRRENER,

B HHEAREFHMERE

RE MHAXBRNEROAMFIEEEEER  ESSHREESINN BHRE
FREFLETI. AR EEEN —HEBHMAETFRE R FBEHR L. LEFERE K5
R, BN, RENNENR , SEARESRLMESTL , BEER, HKAR,
NHEW, Wfoh, B, SAKLEEBEMECENRENER , AEBRNABHE,
RATEEXAZBLFTHNRE  MBABCENANEFRE - EFENEWAIZE,

AREH , NFAF , EAMNERLMEXE  HREZBH T —&T

BERRNIE , ARRNBERERT RN,

FERR : =EHE O™

Highland “Xanadu”

Mr Zhou Xianzhong General Manager of New Hope Grgupnan Dengchuan Diequan Dairy Co
Ltd mainly touched upon the local cycle economiaictand stakeholding interest between farmer
and enterprise when he gave introduction to theygabduction in Eryuan. He emphasised, it's
absolutely unnecessary to run an enterprise ati mf environment, and the premise of
economic development is not to destroy environmErim the dairy industry’s perspective, a



cow is just like a small-sized plant: cow eats grand generates milk, which is considered the
first essentiality of processing production, meaiyltow produces excrements that are in return
used for the planting industry to give a push teleyutilisation and development of green
economy.

According to the journalist, Eryuan claims a lagjged milk cow breeding industry simply
because of New Hope Dengchuan Diequan Dairy. Besdpplying milk to earn considerable
income, the farmer may take advantage of the maby#eroducts of cow breeding to further
develop the cultivating and other industry. Fotanse, cattle manure can be used to fertilize the
organic garlic, by which wastes can not only bdisatil but also be treasures. The extension
product line of cow, milk, and garlic will increagbe value of multi value chains and
accomplish the cycle economy to balance the deirgjogconomy and protecting environment.
Presently, there are nearly 40,000 farmers breettimgin Eryuan, which indirectly benefit more
than 100,000 people. As a result, the company takésad to move forward to the track of
multidimensional green economic development locally

Source: Yunnan News Centre Net

SEMME Chapter IV
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New Hope has always think the core competence do@tem the
technology development and innovation,.. The improent of
technology enhanced the market position of New Hopkalso improves
industrial standard. Meanwhile, New Hope always leasized on food
safety,natural resources preservation, and envieatahprotection . Its
general objective has always been “producing nhtsade, qualified and
environment-friendly agricultural products”. Thesencepts have been
adopted into the the whole process including ggsateplanning,

construction, operation and customer service.

3. 1BIFTREREE Innovative Accomplishments
MHESERNHEHEWRAN 2-3%ATERE , fEELEH
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New Hope has invested its 2-3% of revenue into R&MDich is far
beyond average spending of the industry. It hasated more than
100 R&D projects and 5 technology renovation prgieé@mong
them, eight of them has met with state level, aigteen are at
provincial level. The R&D department obtained twidernational
prizes and one domestic prize. New Hope obtainedt@®@ patents

and enjoyed 3 inventive patents.

S AREBFIKEREE Theresultoftechnology innovation is apparent
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More than 20 new type nuisance free fodder formulations
2"°—time cured high vitamin piglet series fodder

Nuisance free traditional Chinese medicine fodder additive
3 micro—ecological preparation additives

Natural lutein crystal

Fenglan compound enzyme preparation

Fenglan compound acidating agent

Chuan Kang

Veterinary orgnic microelement

Veterinary compound recipe Banlangen injection
Micro—ecological compound veterinary enzyme preparation
Ruyankang injection

Biologic albumen

Phytase

Colostrums and immunized milk products

Simmental high end mild products

Cow in vitro sex control embryo transfer new technology
New grazing grass brand screening and plantation technology

Liquid milk and milk beverage series products

B+= : EERHARFREIFRR Graph 13: Main Technology Development and Innovation Results

*HARBFERREERE The result of technology innovation is apparent

Fodder and fodder additive



FEEALAERBE S 20 £ More than 20 new type nuisance free fodder
formulations

ZRACESEAFERIER

2nd-time cured high vitamin piglet series fodder

TRNEPREHEBFMFA Nuisance free traditional Chinese medicine fodder
additive

PRAEAFIFRMF 3 4 3 micro-ecological preparation additives

RAHEEK SR Natural lutein crystal

WIS A8 %I5 Fenglan compound enzyme preparation

MiFESB {7 Fenglan compound acidating agent

ERZEHYWRET MR Highly effective and safe animal health preservation
products

% B Chuan Kang

ERBEVHETHE Veterinary orgnic microelement

EREHFRERESIE Veterinary compound recipe Banlangen injection

WEDS, EEE2 HABFF  Micro-ecological compound veterinary enzyme
preparation

A A BEE 5/ Ruyankang injection

EYEH Biologic albumen

MBS Phytase



RE4IAFHE Healthy cow milk products

AR EZEAF M Colostrums and immunized milk products

BEIERERASB M Simmental high end mild products

WA EAMZEERBEHFTER Cow in vitro sex control embryo transfer new
technology

WEH R IHIE R IEF AR New grazing grass brand screening and plantation
technology

WATMREIALERTIZ=E Liquid milk and milk beverage series products

B+=: TERRFLBIFEE Graph 13: Main Technology Development and Iration Results
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4.2 Sound Base of R&D

4.2.1 Setting up Technology Center Certificated thy Provincial
Government

¢ Setting up Technology Center Certificated by theovidcial

Government

The “Sichuan New Hope Group Technology Center” esisblished in
March 2004. The Center has change its origina oblpurely product
oriented to value chain oriented and has constaptlyided new
technology, new product and general solutions fummon as well as

unique issues in domestic or international agnoeltand husbandry



industry.

¢ Provincial Engineering and Research Centers

Cooperated with Sichuan Agricultural University,cl8ian husbandry
Research Institute, Sichuan University, and Sich@aneral Work shop
of Animal Feeds, New Hope has established the tfioh Engineering,
Technology and Research Center for New High Efficiand Safe
Animal Feeds” and “Sichuan Milk Industry Enginegyifechnology and
Research Center’. The research centers have beemeddaed by

provincial government.
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4.2.2 Excellent Researching Environment

The “Technology Center” built by New Hope has ela@l equipments,
the total investment of equipments are more tharmbon RMB, at
same time New Hope has also invested more thaniBonmRMB to
build eight test and research bases that occupietl f 600 Mu. The
research and development environment topped its esten peers’
facilities.

To improve the capability of research and develagmé&lew Hope
co-established the “China Pig Nutrition and feedsdarch Center” and
“New Hope Group—Chinese Academy of Agriculture 8ces
Postdoctoral Station” with Chinese Academy of Agltigre Sciences
Feeds Research Institute and established the “Nepe HVilk Product
Research and Development Center’by cooperating Wé&imenggu
Agriculture University. Meanwhile, it has also dditshed strategic

partnership with domestic and foreign scientificsaarch institute,



universities and colleges, and professional congzarike American
United Feed, Canada Hypor Co., Ltd., Intel, ChiAgriculture
University, Chinese Academy of Science InheritaResearch Institute,
Chinese Academy of Agriculture Sciences and HustyarResearch
Institute, Chinese Academy of Agriculture Sciendésed Research
Institute, Shandong Agriculture University, Nanjinghgriculture
University, Laiyang Agriculture College, Sichuan riailture University
Animal Nutrition Research Institute, College of Al Technology of
Sichuan Agriculture University, College of Life $oce of Sichuan

University, Sichuan Husbandry Research Institute et
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4.2.3 Flexible R&D Model
New Hope adopted different means into researclept®such as external

consulting, internal employee to gain exposureh® Wwider resources.



Especially in the critical projects, talents hawei fully authorized to

run his own project with full support and close rntonng.

All research projects of New Hope have been sdieally debated,

emphasized on industrial subject and balanced amemgication,

advancement and innovation.
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4.2.4 Critical Points in R&D technology

¢ Development of new Micro-ecological feeds



¢ Protein sources of Biological Feeds

High technology method that can massively produgedtible Protein

that easily digested by animals.

¢ Economical and environment-friend feed research a@noducing

technology

As modern nutrition research is being developednals’ daily feeds are
being prepared by using digestible nutrients, aadhes enzymes are
added to complement the insufficient endocrine mmals’ bodies and
promote absorption and utilization and digestionnafrition elements,
preventing large quantity of metal mineral elemelite phosphorus,
copper, and zinc etc from being discharged intoirenment and then

causing environmental pressure.

4.3 AFBAMAEE Talent Staff
MAELEHERAAR 7000 A , HFEFHRHFRXTEAR 1000
Ao MEARHERZABIULNE  BELNMEHN 700N , BEF
BRETUEARBHHAR 2418 , FREZWEARBHHAR 3598,
There are about 7,000 employees are working in R&&xa in
New Hope, among them, there are about 1,000 fukktiscientists
engaged in R&D processes. All R&D personnel havidege degree.

There are about 700 graduate degrees research, s2dff personnel



owned senior professional certificates, and 359s@erel have

intermediate professional certificates.
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During our development, New Hope has paid gre@ntatn on energy
saving and Environment protection. All constructjpmojects must pass
strict environmental and energy saving assessnteomstruction and
operation must strictly abide by state and localslaand regulations
related to environment and energy saving.

+Through our renovation, new techniques, new equipspeand new
materials are promoted and applied to better atilitferent resources.

¢ Because of new examining system has been impleohemrteery
production has been closely inspected, in 2006galonve save energy
cost of more than 10 million RMB.

¢ According to the principle ofadvanced technology, optimized design,
standardized specifications, less land usageve have greatly
emphasized environmental protection in the prosesdgenew plant
construction, we are the industry pioneer that &stbpnvironment friend
and energy-\saving materials to reduce pollution.

+Our chemical company, based on the economic ptacip“Reducing,
Reusing and Resourcifighas accepted the idea of cycle economy of to
optimizes its workflow that all byproducts has beaerprocessed into
useful production to avoid the pollution. Chengduarbng Chemical

Company, a subsidiary of our Group, has been awaf@xcellent



Environmental Protection Company” for several timéy local

government.

45 RBAERMAE Leading quality system
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* 2B GMP IAIE,
New Hope has accredited by domestic and internatiqoality control

institutes.

¢ China Quality Control Association rewarded New Hoféational



Pioneer in Product Quality and Excellent After Saévicé

+Sichuan Provincial Industrial and Commercial Adrsiration Bureau
rewarded New HopéCertificate of Exemption of Annual Inspection
“Sichuan Enterprise of AAA Quality

+Animal Feed were certified a$\ational High Quality Produtt “2005

— 2008 Certificate of Exemption of National Inspeatiof Product
Quality”, Guoxiong pig feed was awardédChina Famous Brand
Product

+After firstly getting certification of the 1ISO900@ 1999, our feed mills
have gotten certification of 1ISO10012, some entsesr have gotten
certification of HACCP.

+All dairy processing and meat processing enterpris@&ve gotten QS
certificates and 1S0O9001 certificates, some eni&¥Fpr have gotten
ISO14001 certificates and HACCP safety food cedies, most of
brands have been award&@reen Food Certificate

+Animal medicine companies have gotten the GMPfeztes.
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GUANGCAI PROGRAM: POVERTY RELIEVING
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Mr. Liu Yonghao once said: the enterprise has su@® the social
responsibilitysocial responsibility for the peo@ed the nation when it

grows to certain degree based on its sustainabieajement.



5.1 ARBUEMRNERREE
Initiation of Guangcai Program and Building Newudtoryside
5.1.1 k¥ Bl
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5.1.1 Guangcai Program

As the deputy chairman of All China Federation oidustry and



Commerce in April 1994, Mr. Liu Yonghao deliveredspeech on a
conference of the standing committee where he adgdcentrepreneurs
to do some practical charitable works by giving iy to the advantage
of private enterprises. This idea was immediatajyperted by 10 private
entrepreneurs and then initiated Guangcai Program.

In May 1994, one month after the poverty reducpomposal of Guangcai
Program was issued Mr. Liu Yonghao carried outfiblel inspection to

Liangshan Yi Autonomous Region in Sichuan Proviaoel made the
commitment to launch the first project in the regiMr. Liu invested 15

million RMB to build an animal feed mill with theapacity of 100,000
tons. The project is regarded as the No.1 Projeitte program .

After that, Hope Group invested 240 million yuanarsimilar way and

constructed 20 plants in the areas like Xinjiangn&u, Ningxia, Sichuan,
Chongqging, Guizhou, Hubei, Hunan, Yunan, Jiangxaindn, Henan,
Shanxi, and Shandong etc. In the same time therdrogvas largely

developed and involved more and more entrepreneurs.

5.1.2 MIRNEIR
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5.1.2 Building New Countryside

In 2006 Mr. Liu Yonghao together with other 38 mersof CPPCC and
NPC proposed anther poverty relieving project, rgrBeilding up New
Countryside. He proposed that each enterprise vellp one village.
This proposal has gained strong support from spciecluding
government.

For the purpose of putting the “proposal” into e, New Hope Group
took leading action as an initiator. It plannedh&lp 100 villages in 3
years. In 2006, New Hope launched the project @int]Force by
government and enterprise, Joint Force by village @nterprise, create
new mode of Building New Socialism Village”, by ethend of
December, it has gradually carried out relievingrkso driven by

industrialization in villages of Sichuan, Chonggi@uizhou, Yunan, and



Shandong etc.. There are 33 villages obtained dnadpare on the track
of well-being. NHG has developed and construct@d0@mu raw
material plantation and cultivation bases, exteggasitive influence to
2.8 —million-mu bases and more than 2 million g#es’ families, raising
chickens, pigs, and cows, increasing average animgaime of local

villagers by more than 500 RMB.
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5.1.3 Taking Initiative to Participate UN Global Compact

New Hope is also among first batch of Chinese enirs that signed the
UN Global Compact. (At the Davo’s World Economicr&im held in Jan.
1999, Kofi Annan, UN Secretary General proposed ti@dobal
Compact” which was formally launched in July 2006e purpose of the
“Global Compact” was to establish a package ofgute the field of
human right, labor right and environment protectiororder to set up a
wider and more equal international market by cotingenterprises with
UN institutions, labor institutions, non-governmanorganizations and

other institutions.

5.2 HE 13FEREH

Thirteen Years’ Nonstop Effort on Guangcai Program
13K, HHFLENAEBULLIRAEE 1227 , AXEEEFRLT

M, #XEI., KEIH 11600% A,

¢ 1995 10 A , H&E 170 A wEW)I BV FETE, IBbk, SEIHE=FT
FKEZ/NZE, 2000 2002 2006 F , AEFHLELN T =X LA S



BEES/DNFENR. BEHEARMNEM , HM 2002FF %, WH
PTEREFFEERITRED ;

¢ 1997 8 A , AR EHKAEELBR 100 77 7T AT IR 1L M =
HREARXKHRAT X ;

¢ 1997 9 A  HAPEHKAEE S, (¥AR) FEHEALNENE
2ETARKARAREQERIET , XIKFAERR T REAR
THE. BA, REEXEBUIRE";

¢ 199414 , MHBLERGEMIDRILERBAM,. RHE. K8 &
B, XkF, AE. ZkiX, KEB, ML, EX. #E, EE. #3
EWETT 20ZRAEEKRALI ;

¢ 1008 F , K5I, MTI. BUIAEL TN AMR , FHE
EREBERXARESMBEY ;

* 2004 8 B, AP EXRELBERUAZZFLN)IIBHEREXERI
FEEWMREIE. 2006F 7 A , BRI AESLEHREREX=R
H&;

¢ 2005 1 A X KFEEMMNEFHEEFRZIRNERMARBN ;
* 2005 12 A , iIF LKA AR ERREBEFNERR ;

¢ 2006 8 A , Mt EHEEZES LB , HBHHBLETRE
AXTER X ZBERE ;

*2006F 9 B MFLEAETEMAREN S BREFRESEM TR,
¢ In October 1995, New Hope invested 1.7 million RNtBestablish

three Elementary Schools in Xinjin, Qionglai, andjigéhg of Sichuan



province. In 2000, 2002, and 2006, Xichang New HGpeowned by the
Group donated money, books and apparatus to twoeel@ary schools
invested and built by the Group in Luogupo villageichang, and since
2002, it has also provided financial support to ¢xeellent students Of
the two schools.

¢ In August 1997, New Hope donated 1 million RMBQGhina Poverty
Relieving Fund for developing Yi autonomous region Liangshan,
Sichuan Province;

% In September 1997, the 4th nationfdlop 10 Poverty Relieving
Champions Rewaring Conferente organized by China Poverty
Relieving Fund and‘Half Month Discussioh magazine was held in
Beijing, Mr. Liu Yonghao was awarded the honoratille of “Top 10
Poverty Reduction Champion”. In the same monthwba the national
“Guangcai Program Medal”;

% Since 1994, New Hope has established plants fqugser of poverty
relieving in Sichuan Liangshan Yi Autonomous RegiGuiyang, Daxian,
Ganxian, Yongfeng, Xichang, Three Gorges regioni, Baiaihua, Zunyi,
Qujing, Nanchang, and Duyun etc;

%In 1998, unprecedented flood roared in Changjiamgerk Songari
River, and Nenjiang River, under the circumstare# its plants were
severely damaged by the disasters, New Hope Grouopted relieving

fund and supplies to people in the disaster arehlanlt 15 disaster



shield houses to people in Songari River region;

%In June 2000, Mr. Liu Yonghao introduced Guangaaid¥ing Prgram
and carried out by Chinese private in Geneva, &wdnd;

% In August 2004, New Hope donated to China Guandraigram
Promotion Association to support construction ol Remy Revolution
Museum in old Bazhong revolutionary region.

%In Jan. 2005, Mr. Liu Yonghao made denotation ®dbuntries which
suffered earthquake and tsunami in Indian Ocean;

%In Dec. 2005, NHG denoted milk to low-income faeslin Chengdu;
% In August 2006, New Hope donated money to Beijingijidng
Education Fund, supporting girls in Xinjiang Uigatonomous region to
go to schoaol;

% In Sept. 2006, New Hope donated a bridge to theetown of Zhu

De, the late general of P.R.China.

53 fIiRANEB®ERXZH Various types of devdoping of new
countryside
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5.3.1 Industry-oriented type



Sichuan Hongya New Hope—New Village “12345” Project

Invest in 100 million yuan to construct studentkrpiroduction line as
basis of industrial chain; Help to introduce 2 intdional aid projects;
Support 3 new village construction model villages;

Invest in 40 million yuan to establish modern camsing model place;
Construct 50,000mu fine breed pasture land

Yunnan Dali “1255” Project

Create a famous brand,

Amount of exportation reaches USD20 million at émel of “11th 5-year
plan”;

Export milk powder to 5 countries;

Let 50,000 villagers to become rich

Guizhou “One-thousand Village Cultivation Model Prgect”
Invested capital: 2.46 million yuan;

Establish 3 cultivation bases in the whole provjnce
Establish 217 ordinary model cultivation villages;

Establish 12 important cultivation villages.
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5.3.2 Technology-oriented type

Introducing top nucleas Herds from Hypor, whichyides farmers with



edge-cutting technologies.

New Hope Group voluntarily invested to bear theontgnt responsibility
by creating 300 excellent local pig gene protecbase in Fenggao Town,
Rongchang County, Chonggqing City to drive the dsthiment of four to
five Rongchang pig race protection zones. Meanwhil@lso actively
develops breed pig supporting system with Chinesatufes and
independent intellectual property right to meeturegments of constantly
changing markets and product safety, nutritiortetaend flavor etc. This
project will exert irreplaceable positive effects fimproving people’s
living level, increasing international competitiferce of pig raising
industry of our country, protecting local breed a@®es, ensuring
sustainable development of economy, and promotimgssover
development western region.

Drawing upon 25-year’s experiences of rural saiefridution network
construction and giving full play to the industraalvantages and network,
we are going to integrate information technologyhwiural marketing
system by re-designing and collecting market, egpmformation, talent

and service.
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5.3.3 Non-Profit Operation

Provide comprehensive service and support for fesntegether with

relevant government intuitions and enterprises uiicly denoting



medical equipments, trees, computers and consigutdip water pipe in
order to improving the condition of drinking waterrural area.

¢ For the purpose of actively participating in thensiouction of
integration of city and village, Group coordinatedh Chengdu Jinjiang
District Government to carry out construction ofydanthemum industry
chain at“Dongli Chrysanthemum Gardemn Fuma village in Sansheng
Town Jinjiang District and established “Jinjin-NewHope”
chrysanthemum industry base in Zhao Town in Jintemgntry. Group
encourages Vvillagers in “Dongli Chrysanthemum Gafde introduce
precious chrysanthemum breeds, expand plantatiea, and establish
chrysanthemum plantation and processing industainchy means of
investment and allowances etc; Group also encosrigal villagers to
adjust industrial structure, develop scale flowedustry, and increase
output benefit of land in Jintang county, exertipgsitive effects on
increasing villagers’ benefits and accelerating pih@cess of integration
of city and town.

+For assuming social responsibility, NHG contribufiegd million yuan
to combat bird flu in 2006 so as to protect farrmengerest.

+For controlling market risks, Shangdong Liuhe Grawmned by NHG
Is now working with government and investment tusitbns all over the
world to set up Guaranty Company which will provitedit guaranty for

farmers loan application.



¢ In addition, cooperating with IFC NHG provides-lalVel services to

dairy farmers so as to upgrading the managemedaiof cattle raising.

B i Epilogue
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ENDEAVORING TO CREATE WORLD CLASS AGRICULTURE
AND STOCK RAISING ENTERPRISE
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New Hope will firmly advance to its goal of becomimworld class



agribusiness enterprise and concentrat our reseuccagribusiness as
core businesses. By cooperating with our partnacs increasing our
product scale, through three to five years’ effoute will supply 10
million piglets, 1 billion Boar, 10 million tons éels, 150,000 cows,
800,000 tons milk, 1 million tons pork, 1.2 millidlens of processed
poultry meat; New Hope will expand its businessrirapstream raw
material base, model farms, to downstream of deepegsing of food,
and urban distribution channels; We will help 10liom villagers to
accumulate fortune. In five years, we shall acdshpannual sales of
50 billion RMB in agribusiness value chains, amadhegm, the revenue
from oversea should account for 10%.

Chemical industry will become the second core lrssnof New Hope,
we shall construct at least 5 chemical hubs in evastegion and
accomplish annual sales of more than 9 billion RMB.

The cash flow, investment, and balanced assettsteurom Real estate
and infrastructure, financial investment, and othesiness will provide
strong support for our core businesses, and evighaxgand our asset to
20 billion RMB.

New Hope will provide about 1,000 new position egelar, including
about 500 college graduates.

We will continually participate into Guangcai PoweReliving Program

and new countryside resurging. We will developakueconomy by



driving forces of industrialization, technology afr@ée assistance. In
five years, New Hope is planning to invest onewo billion RMB in
building new countryside and to increase produttief 8 billion to 10
billion RMB. We will help 100 villages to get betteff. We promised
we will develop the economy in countryside drivenifdustrialization.
We will continuously work on environment issues, pnove the
environmental protection facilities in existing subary, especially for
those newly-built chemical plants, we will fully gly the principle of

cyclic economy to build environment friend company.



