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CORPORATE PROFILE

China Mengniu Dairy Company Limited (the “Company”; stock code:
2319) and its subsidiaries (collectively the “Group” or “Mengniu”)
manufacture and distribute quality dairy products in China. It is one
of the leading dairy product manufacturers in China, with MENGNIU
as its core brand. Mengniu’s diversified products include liquid milk,
ice cream, milk formula and cheese. Mengniu made it on the “Global
Dairy Top 20” list published by Rabobank, placing itself among the
top 10 of dairy industry for the third consecutive year. By the end of
June 2019, the Group’s annual production capacity of dairy
products reached 10.27 milion tons. In March 2014, Mengniu
became a Hang Seng Index constituent, making it the first blue chip
Chinese dairy product enterprise.
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Place of Business in Hong Kong
32nd Floor, COFCO Tower

262 Gloucester Road, Causeway Bay

Hong Kong

Registered Office

Maples Corporate Services Limited
P.O. Box 309

Ugland House

Grand Cayman KY1-1104
Cayman Islands

Principal Share Registrar
SMP Partners (Cayman) Limited
Royal Bank House — 3rd Floor

24 Shedden Road

P.O. Box 1586

Grand Cayman, KY1-1110

Cayman Islands

Hong Kong Branch Share Registrar
Computershare Hong Kong Investor Services Limited
46th Floor, Hopewell Center

183 Queen’s Road East, Wanchai

Hong Kong

Legal Advisors
As to Hong Kong Law
Sullivan & Cromwell (Hong Kong) LLP

As to Cayman Islands Law
Maples and Calder Asia

Principal Bankers
Agricultural Bank of China

BNP Paribas

DBS Bank

Industrial Commercial Bank of China
Rabobank

Standard Chartered Bank

Auditors
Ernst & Young

Investor Relations Consultant
Strategic Financial Relations (China) Limited
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HIGHLIGHTS
HE

2019 2018
—ET-hAEFE —ZZ—)N\F
For the six months ended BEARNA=THLEAEA RMB’000 RMB’000
30 June (Unaudited) (REER) ARET T AR®EF T
Revenue WA 39,857,239 34,474,336 15.6%
Gross profit EF 15,578,729 13,522,279 15.2%
Profit attributable to Owners of RAGIHEB ANEEFE
the Company 2,076,926 1,562,013 33.0%
Net cash flows from operating REEBEENFRERE
activities 2,640,283 3,400,346 —22.4%
Earnings per share (RMB) BRanN(AR®ET)
— Basic —HK 0.531 0.400 32.8%
— Diluted — 8 0.531 0.400 32.8%

BHE-ZT—AENA=THI1~EAHK
ABANREZ985721BTT(ZZE—\F : A
R#344.74318 L) WEFREBE K

° For the six months ended 30 June 2019, the Group made e
revenue of RMB39,857.2 million (2018: RMB34,474.3
million), representing an increase of 15.6% as compared to

the same period last year. Profit attributable to owners of
the Company increased by 33.0% year-on-year to
RMB2,076.9 million (2018: RMB1,562.0 million).

Mengniu’s four business divisions, namely room temperature,
chilled, milk formula and ice cream products, advanced in
steady strides together with the new business divisions
such as cheese, fresh milk and overseas business. The
Group also exerted in stimulating their growth potential.
Through the construction of stronger brand image,
launching of quality new products, as well as strengthening
of channel distribution power, its growth in revenue was
higher than the industry and its net profit margin continued
to grow, which contributed to a continued and stable high-
quality growth.

During the period, room temperature product business
actively focused on such star brands as Milk Deluxe, Just
Yoghurt and Fruit Milk Drink, steadily pushing up its market
share. The chilled product business focused on the two star
brands Champion and Yoyi C, to develop functional
products while maintaining and expanding its leading market
share. The milk formula business continued to adjust its
sales channel and product strategies and increased efforts
in publicity through different channels, such that the growth
in sales volume was facilitated. For ice cream products,
efforts were devoted to the flagship brand Suibian. By a
series of marketing events, the brand’s chic image was
reinforced.

15.6% ' MAREHER ARBGEFEAEARE
20.76918 L (ZE—N\F : AR¥E15.62018
J0) * RAFRIHAE K 33.0% °

SRR R - K ACEMIASEXKED
SEDINES - 850 - BINRISE I E X AR
K - E—THBRERES - BBERER
MmEER  EmEEFHmMB{RED
HEE - WMAIBRERITER - FHEXRGE
Rt #EDNSSEENRREEER -

BN BARXKERBENRH  AINE
RAUEREME  THDERISRE - £R
ERBEETRANEZCRARERE &
TERMENER  MHENERBALL
SERET - IMEBREAREEREMN
EmRE > MAZSEERENRA - (BET
HEMER - KEKERBRES —AmhE
EE BB — R E HIEE R o B ER
R -



° Mengniu was named on the “Global Dairy Top 20” list
published by Rabobank for the eleventh consecutive year
and to be among the top 10 for the third consecutive year.
Mengniu was placed 27th on BrandZ™’s list of most
valuable Chinese brands, plus retained the top spot on the
list of brand contribution, and was named for the first time
the most trend-setting brand. Mengniu again was placed
second on the list of Kantar Worldpanel’s “Most Chosen
Brands in China”. In addition, for the first time, Mengniu was
named among the Brand Finance Global 500.

° Mengniu received the “Asia Responsible Enterprise Award
2019 — Social Empowerment Category” from Enterprise
Asia, the “2019 Top 60 Brands for Chinese Corporate
Citizens’ Responsibility” from the China Corporate Citizen
Responsibility Brand Summit and the “Climate Leader Plant
Award” from the Energy Foundation and China Council for
an Energy Efficient Economy.

Revenue by Product Mix

For the six months ended 30 June
RMB Million

ARBEET

AVA

33,109.0

2019
Liquid Milk Ice Cream
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENWR DN

INDUSTRY REVIEW

In the first half of 2019, the Chinese government’s policy to
promote high quality economic growth was starting to show
effects. Tax and fee reductions saw enterprises made more
revenue and people made more income and in turn drove
increase in consumption. During the period, China’s GDP was
approximately RMB45.09 ftrillion, representing an increase of 6.3%
year-on-year, and its Total Retail Sales of Consumer Goods
amounted to approximately RMB19.52 ftrillion, up by 8.4% year-
on-year.

During the period, the dairy industry of China continued to
welcome the advent of promising opportunities. Regarding the
consumption market, with the living standard of the Chinese
people improving and emergence of the young middle class,
consumption upgrade, product innovation and thriving new retail
have now become the main drivers of the fast-moving consumer
goods market. Consumers have growing demand for high-end,
premium, diverse and branded products, and in the dairy product
market, consumers are drawn to healthy, high-quality and safe
products, which sped up the structural upgrade of dairy product
consumption. High-end dairy products, such as high-end pure
milk, organic milk, room temperature and chilled yogurt, chilled
fresh milk, cheese products, as well as organic formula and goat
milk powder, have stood out as growth engines of the industry.
Sizeable enterprises have been pursuing product upgrade and
innovation, which has helped hasten development of the entire
industry.

As the consumption power of third-tier and fourth-tier cities was
enhanced, growth in retail sales on liquid milk and dairy products
was significantly higher than that of first-tier and second-tier
cities. Consumers in rural areas were gradually concerning on
brand consumption. Due to the formation of consumption habit in
dairy products, leading dairy enterprises strived to invest in brand
promotion while strengthening channel penetration in counties,
vilages and towns, which contributed to the upgrade of
consumption settings in village, town and rural areas.
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The country attaches great importance to the development of
dairy industry. Recently, a variety of policies were introduced to
promote the revitalization of dairy industry. In order to consistently
implement the “Opinions on Promoting the Revitalization of Dairy
Industry to Guarantee the Quality and Safety of Dairy Products”
by the General Office of the State Council of the PRC, the nine
departments including the Ministry of Agriculture and Rural Affairs
jointly issued the “Several Opinions on Further Promoting the
Revitalization of the Dairy Industry” in the end of 2018, thereby
optimizing the production layout of dairy industry, innovating the
development model of dairy industry, establishing a sound system
of production and operation based on the large-scale rearing and
breeding of dairy farms, and closely linking the benefits of each
sector along the industry chain, so as to strengthen the
consumers’ confidence in dairy products. It is targeted that the
production volume of dairy products will reach 45 million tonnes
across the country in 2025, such that the quality, effectiveness
and competitiveness of the dairy industry development in our
country can be practically improved. In March 2019, the Ministry
of Agriculture and Rural Affairs announced “The action plan for
Promoting Dairy Brand” which entails strengthened preferential
policies in relation to investment and financing, and supply of
production essentials as well as policy support to encourage
social capital involvement, support development of dairy brands,
perfect standard system, as well as strengthen dairy brand
protection. And, in May, the National Development and Reform
Commission together with various departments announced the
“The Action Plan for Promoting Domestic Infant Milkk Powder”
focusing on “quality enhancement, industry upgrade and brand
cultivation” of domestic infant milk formulas. The aims of the plan
are to help the steady increase in production volume of domestic
infant milk formulas and ultimately ensure local products
consistently account for above 60% of all the infant milk formulas
sold in China. With safe and reliable product quality and stable
enhancement of the product quality, there will be a significant
improvement in consumers’ confidence and satisfaction towards
the products. Further optimization of the structure of industry and
continuous enhancement of the concentration of industry and level
of technical capacity will lead to further strengthening of the
product competitiveness, significantly better performance in both
the market sales volume and ranking of infant milk formulas of
Chinese brands in the domestic market.

FESESUXERAFT —FTNAFPHRE

MANAGEMENT DISCUSSION AND ANALYSIS
EEENWR DN
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWR DN

In addition, at present, dairy industries in different parts of the
world are developing at different pace. Relative to their
counterparts in Europe and North America, emerging dairy
product markets, especially those in Asia, are lagging behind,
meaning that they have ample room for development. As a
leading dairy enterprise in China, Mengniu will continue to push
for internationalization, aiming to integrate into the global market,
and capture relevant business opportunities to develop into a
world-leading Chinese dairy product enterprise.

BUSINESS REVIEW

In the first half of 2019, Mengniu’s four business divisions, namely
room temperature, chilled, milk formula and ice cream products,
advanced in steady strides together with the new business
divisions such as cheese, fresh milk and overseas business. While
reinforcing the advantages of its traditional businesses, the Group
also exerted in stimulating their growth potential. Through the
construction of stronger brand, launching of quality new products,
as well as strengthening of channel distribution power, Mengniu
continued to obtain stable high-quality growth as its growth in
revenue was higher than industry average and its net profit
margin continued to grow during the period.

During the period, Mengniu’s room temperature product business
actively focused on such star brands as Mik Deluxe, Just
Yoghurt and Fruit Milk Drink, continuing to reinforce and enhance
their high-end brand image while steadily pushing up its market
share. The chilled product business focused on the two star
brands Champion and Yoyi C, developed functional products and
launched various new products, fostering growth of the business,
maintaining and expanding the leading market share of the
products. The infant milk formula business of Yashili International
Holdings Ltd (“Yashili”: stock code: 1230) focuses on the mother-
and-baby store channels, while the adult milk formula and
nutritional products focus on the KA channels with all-out efforts,
along with gradual fadeout of products with low output value and
gross profit and increased efforts in publicity through different
channels, such that the growth in sales volume of milk formula is
facilitated. For ice cream products, efforts were devoted to the
flagship brand Suibian. By integrating all marketing resources and
leveraging the brand ambassadors’ vast fan base, and
complemented with a series of marketing events, the brand’s
image was reinforced.
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In addition, the Group continued to upgrade its quality and safety
system following international and national standards. Via projects
such as “Dairy Cattle Research Institute” and “Aiyangniu”
integrated procurement platform, it was able to improve milk
source management and operating capability. Mengniu also
actively implemented its corporate digitalization strategy,
promoting projects such as the digital milkk source project,
intelligent supply chain project and consumer Big Data project,
and also strategic channel building initiatives such as Route to
Market (“RTM”) and “Penetration into Towns and Villages” project.
Efforts were also made to expand e-commerce business. As
such, Mengniu managed to continue to enhance product quality,
operating efficiency as well as sales capability.

The Group continued to reinforce its international brand image.
Apart from being the sole representative of the Chinese dairy
industry attending the World Economic Forum Annual Meeting in
Davos, it also became an official partner of the 14th National
Winter Games in 2020 during the period.

The market position of Mengniu has kept climbing thanks to its
premium product quality and international brand image. In 2019,
Mengniu was named on the “Global Dairy Top 20” list published
by Rabobank for the eleventh consecutive year and to be among
top 10 for the third consecutive year. Mengniu for the fifth
consecutive year made it on BrandZ™’s list of top 100 most
valuable Chinese brands (placing 27", plus retained the top spot
on the list of brand contribution, and was named for the first time
the most trend-setting brand. Also, for the ninth consecutive year,
Mengniu scored top ranking in the yogurt industry on the China
Brand Power Index (C-BPI) list 2019 published by the Ministry of
Industry and Information Technology of the PRC and Yoyi C
retained its champion title in the probiotics drinks industry on the
C-BPI list. Besides, Mengniu continued to top the list for ice
cream brands for the second consecutive year. According to the
Asia Brand Footprint 2019 published by Kantar Worldpanel,
Mengniu again was placed second on the list of “Top 10 Most
Chosen Brands in China”. In addition, for the first time, Mengniu
was named among the Brand Finance Global 500.
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MANAGEMENT DISCUSSION AND ANALYSIS
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWR DN

Business Division Performance

Room Temperature Product Business

During the first half of 2019, Mengniu’'s room temperature
product business continued to focus on its star brands such as
Milk Deluxe, Just Yoghurt and Fruit Milk Drink to strengthen
precise brand marketing, aiming to continuously consolidate and
enhance the high-end brand image of the products. In addition, it
pushed to effectively boost Point of Sales (“POS”) coverage and
control, as well as sales efficiency by continuing to cultivate RTM
and implement the “Penetration into Towns and Villages” and
“Smart Network Action” projects. During the period, the market
share of room temperature products increased steadily, with
satisfactory sales revenue growth achieved by various product
brands such as Milk Deluxe high-end pure milk, Mengniu pure
milk, Just Yoghurt room temperature yogurt and Fruit Milk Drink
milk beverage.

During the period, Milk Deluxe kept strengthening its high-end
product image. Leveraging the popular “Super Vocal” and “Back
to Field Season 3” programs produced by Hunan Television, it
launched fully revamped packaging and the “Scan the Code to
Win a Field Trip” activity, which bolstered sales. To satisfy
consumers’ needs for products of diversified flavors, Just Yoghurt
added to its series the salted caramel, chocolate, red jujube and
medlar flavors in the first half year, which performed satisfactorily
since launch. Sustainable efforts were devoted to promoting the
grapefruit flavor of Just Yoghurt Xiaomanyao launched in end of
last year, which were tied in with brand marketing as well as
online and offline promotion including “Produce Camp 2019”, and
the new flavor quickly became a popular new product. Just
Yoghurt fruit pulp flavor yogurt introduced the yellow peach and
oat flavor, bringing a new growth driver to the room temperature
yogurt category. The Fruit Milk Drink milk beverage series
developed the new mango flavor and launched a new mango and
passion fruit flavor product for the high-end colorful fruit pulp
series, zesting up the brand.
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Chilled Product Business

During the period, Mengniu’s chilled product business delivered
remarkable performance in product innovation, cultivating RTM
and operating efficiency. The market share of chilled products
continued to grow and lead, with sales growing faster than the
industry average. With consumer demand for healthy products
increasing, the chilled product business focused on two star
brands, namely Champion and Yoyi C, to develop functional
products, and enhancing product categories, tastes and
packaging, as well as strengthening related consumer education.
Through sponsoring the popular TV program “Sing! China”
produced by Zhejiang Television, the functional yogurt Champion
increased its brand awareness and maintained steady growth
during the period. All Yoyi C series took on new packaging to
emphasize the “live bacteria” concept and packaging with
ambassadors’ images was launched, aiming to strengthen the
market leadership of the brand.

During the period, a variety of new chilled products of Mengniu
achieved good performance, contributing to the growth of the
chilled product business. Among them, Yoy/ C introduced a new
passion fruit flavor in its offerings, which has rapidly seized
market share since launch. In addition, the Yoyi C LC-37 series
was dressed in new packaging that focuses on “Enhance
Digestive System Health in 14 Days”, aiming to develop a
professional and functional image and strengthen value marketing.
Since its launch in February, Mengniu Nordic cheese flavor yogurt
was widely accepted by consumers. The chilled product business
enhanced its premium value via multi-dimensional value marketing
module such as vivid and standardized displays and diverse
means for marketing, which rapidly expanded the beverage
market.

Milk Formula Business

For milk formula business, Yashili, in which Mengniu holds
approximately 51% stake, owns brands including Yashily,
Reeborne, Dumex, Doraler and Arla Baby & Me, which are
positioned in agreement with its comprehensive product strategies
and are managed to cover all-tier markets: mid-range, high-end
and super high-end. By the end of June 2019, Yashili had
completed registration of 54 formulas in 18 product series,
including its cooperative brand Arla. With the progressive
introduction of industry upgrade policies by the government this
year, further consolidation of the industry is expected and Yashili
will continue to be benefited as an outstanding milk formula
enterprise.
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During the period under review, Yashili has adjusted its channel
strategy, with focus of the infant milk formula business placed on
the mother-and-baby store channels and focus of adult milk
formula and nutritional products placed on the KA channels with
all-out efforts. In addition, Yashili continued to adjust its product
strategy and gradually fade out products with low production
value and gross profit. In addition, with comprehensive upgrade of
brand image, appointment of new brand ambassador as well as
the advantage from being named “Craftsmanship Brand” by
CCTV last year and the implementation of omni-media marketing
plan this year that more efforts are put in promoting through
CCTV and other online and offline marketing channels, brand
awareness was increased and sales volume grew accordingly.

Ice Cream Business

Ice cream business focused on its flagship brand Suibian, aiming
to consolidate marketing resources to reinforce the positioning of
its chocolate ice cream. By adopting brand ambassadors’ images
on the packaging, the chic image of the brand reached the fan
base of the ambassadors. It also made efforts in title sponsoring
variety shows, advertising at top sports events and mounting
large-scale promotions. In addition, to expand traditional
channels, the business continued to implement RTM strategy,
aiming to develop markets of low-tier cities and quickly increase
POS number. There was a key breakthrough for modern channels
in 2019, focusing on five aspects, which were developing sales
points, deploying exclusive customers, expanding systematic
direct sales, focusing on star products and carrying out innovative
project promotion, in the bid to enlarge sales share of modern
channels. As for specialty channels, by focusing on customer
deployment, increasing the proportion of exclusive customers and
stepping up cooperation with theme parks, such channel sales
were enhanced.

Cheese Business

The cheese market in China has rich development potential. To
capture the huge market opportunities, Mengniu and Arla Foods,
which is the largest dairy enterprise in Europe, have jointly set up
a cheese company to facilitate in-depth cooperation on several
aspects, including production techniques, raw materials and
product lines, so as to expedite deployment of the Arla and
Mengniu cheese brands and increase market share effectively. In
the first half of 2019, the sales revenue of Mengniu cheese
showed robust growth, with sales revenue of children cheese
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products surged significantly. Mengniu also upgraded its key
products during the period, in which Golden Cheese Bar for
Children’s Growth introduced a new vanilla ice cream flavor to
meet the consumers’ need for various flavors, which is expected
to become a sales growth driver in the second half year. In
addition, the professional catering brand Arla Pro under Arla
Foods introduced two new products, namely the shredded
mozzarella and UHT cream (frozen). In addition, a full range of
customized blended mozzarella cheeses will be launched in the
second half year to satisfy the demand of various consumption
scenarios so as to further demonstrate the advantages of the
products.

Fresh Milk Business

During the period, the total sales revenue of fresh milk business
saw breakthrough growth with market share increased
significantly. Mengniu focused on two major brands, namely Shiny
Meadow and Modern Meadow, which target the mid-range to
high-end fresh milk markets, constantly improving product quality
and supply chain efficiency to meet consumers’ demand for fresh
and healthy products. The Shiny Meadow 720ml medium-size
packaged fresh milk and 0% fat fresh milk were added in the
Shiny Meadow series. Modern Meadow also launched a new grain
milk series and quickly grasped share in the mid-range to high-
end fresh milk market.

As of the first half of 2019, Mengniu’s fresh milk products were
sold in key cities in 16 provinces in the country, basically
achieving comprehensive coverage of all the core cities in Eastern
China. The factories of the Group in Qingyuan and Tianjin had
also started operation in the first half year, currently enabling the
fresh milk business to integrate production, supply and sales that
covers key cities in Eastern, Central, Southern and Northern
China.
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Overseas Business

Mengniu has been actively expanding its overseas business
coverage. As of the first half of 2019, more than 30 kinds of its
room temperature, chilled and ice cream products were sold in
11 countries and regions including Indonesia, Hong Kong, Macau,
Singapore, Malaysia, Myanmar, the Philippines, Cambodia,
Mongolia, Australia and Canada. And, after its Yoyi C factory in
Indonesia commenced operation in November last year, sales of
its low temperature probiotics and chilled yogurt products started
in December last year and achieved satisfactory growth during the
period. Currently, Mengniu is moving forward with selling room
temperature probiotics and milk beverage products in the
Indonesian market to increase market penetration, which will help
enhance its competitiveness in the Southeast Asian market and
hasten execution of its internationalization strategy.

Quality Management

In the first half of 2019, Mengniu continued to align with the
quality management models of leading international enterprises
and actively responded to requirements of the three-year quality
assurance plan, based on the national laws and regulations like
the “Food Safety Law” and following seven international and
national standards including ISO9001, FSSC22000 and HACCP to
perform its 3.0 upgrade of quality and safety system. The
upgraded quality and safety system entails 26 modules and 88
management essentials, and including the upgrade and
optimization of 11 critical processes in relation to quality indicator
design and product perfection, enhancing quality control
throughout the entire industrial chain.

The milk source business division has been stringently guarding
the quality and safety of dairy products and has continued to
promote modernization of the management standard of its
ranches as milk source base, focusing on forage planting
management, ranch construction, dairy cattle breeding, milk
production, storage and transportation, procurement management
as well as monitoring improvement so as to ensure it has a
complete and comprehensive industrial chain standardized and on
par with international requirements. In the first half year, Mengniu
continued to pride a 100% passing rate for random inspection
carried out on raw milks procured from its milk source
departments by 48 inspection bodies.
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As for the room temperature product business division, it
continued to adhere to the management direction of “striving for
excellent quality” and has fully implemented 22 quality
management measures, succeeding in ensuring that all seven
core quality performance indicators were met. The division
continuously improved the quality of pure milk through such
initiatives as equipment modification, verification and testing, and
work to address odors. The division also modified the Ultra-heat
Treatment (UHT) facilities in a good number of its factories.

The chilled product business division was able to prevent food
safety risks and optimize the product design process by taking
reference of excellent international management experience and
requirements, introducing four major quality tools, and continuing
to implement Danone Group’s newly revised Food Safety Item
(“FSI”) standards. The division also promoted “Neptune cleaning
verification” to prevent problems, including microbial growth, in the
production process. Moreover, the division also raised the bar for
management of distributor admission and participated in early-
stage development of the Dealer Management System (MDG),
with quality requirements included in the initial design stage to
facilitate systematic customer management using information
technology.

The ice cream business division, following the country’s “Cold
Chain Logistics Development Plan of Agricultural Products”, has
drawn up the work program to improve warehousing and cold

chain transportation. As such, it has achieved intelligent
monitoring of product warehousing, transportation and
temperature of the cold chain at the retail-end, clarified

management responsibilities and brought in various types of
intelligent temperature monitoring methods, helping guarantee
food quality and safety.

Mengniu continued to help its new business divisions like
overseas business, fresh milk and e-commerce to work on their
quality and safety management systems, and establish
organizational structure, among others, to implement the three-
year quality assurance plan, and provide specific guidance on
such aspects as personnel, equipment and craftsmanship.
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Milk Source Management

In the first half of 2019, in support of the “Opinions on Promoting
the Revitalization of Dairy Industry to Guarantee the Quality and
Safety of Domestic Dairy Products”, which was issued by the
State Council of the PRC, and “Several Opinions on Further
Promoting the Revitalization of the Dairy Industry”, Mengniu was
active in cutting costs and enhancing efficiency as well as
boosting operational capability of ranches. With the support of
three major service platforms, namely the “Dairy Cattle Research
Institute”, the “Intelligent Digital Milk Source Ranch” and the
“Alyangniu” integrated procurement platform, it achieved high-
quality development. Besides, via incorporating six interconnected
systems and measures including implementing lean management,
nurturing technicians, pursuing reasonable and scientific pricing,
etc., it helped ranches lower costs and enhanced operational
capability.

In May 2019, Mengniu set up the “Dairy Cattle Research Institute”
in the Horinger county, Hohhot city. The institute has the
technical support of an Innovation Management Committee, with
the core expert team making up of 25 top local and overseas
industry experts in specialty areas spanning the entire industrial
chain. It also cooperates strategically with 50 top enterprises and
academic institutes in the world. At present, the institute has
under it a China-Denmark Research and Development
Demonstration Farm, the Practice Teaching Base of China
Agricultural University and the National Key Laboratory Test Base
of Inner Mongolia University. Moreover, it is a strategic
cooperation partner of the Global Dairy Research Institute and is
working with the National Technical Standard Innovation Base on
setting up a quality milk source innovation base, and at the same
time pursuing strategic cooperation with top international
enterprises such as Delaval, Alltech and Zoetis in the realm of
technological research and development.

As a forerunner in the dairy industry in embracing digitalization,
Mengniu has developed “Intelligent Digital Milk Source Ranch”
management platform, capable of offering a set of solutions for
ranch operation and management by employing four major
information technologies including cloud computing, loT, Big Data
and Artificial Intelligence and leveraging industry expertise, helping
enhance industrial chain management. The platform enables
visible, controllable and predictable ranch management, effective
trimming of operational cost of ranches and control of
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management risks. Mengniu looks forward to adopting the “dairy
cattle + Internet” model to aid the entry of China’s dairy industry
into the 4.0 era and empower ranches in China to compete in the
global market.

In order to make the best ranch service standard, promote cost
reduction and efficiency of ranches, increase output per cow and
profit for achieving win-win between the ranches and the Group,
Mengniu gathered top-notch dairy industry experts from across
the country and established the 100-people strong specialized
and advanced milk source talent nurturing project team — which
has initiated training on livestock rearing, veterinary and
equipment use to help ranches achieve standardization,
professionalism and lean optimization of ranches in terms of
management and operation, contributing to the talent pool and
enhancing competitiveness of the industry.

The China-Denmark Dairy Technical Cooperation Center jointly
established by Mengniu and its Danish partner Arla Foods has set
up three “China-Denmark Model Ranches”, where advanced
knowledge and practical experience of Danish ranches in
technical management, innovative research and development, as
well as organic production, etc., are introduced to help
strengthen the professional skills of ranch personnel, lower
production cost of ranches and raise the utilization rate of dairy
cattle, ranch workforce and resources.

To give purchasers and vendors an open, fair and impartial
environment for price negotiation, Mengniu has established the
“milk association + dairy enterprise + ranch” interest-linked pricing
mechanism. The reference pricing standard takes into
consideration domestic and international market conditions, cost
of milk per kilogram of ranches, as well as domestic and
overseas pricing rules. The mechanism offers a scientific and
reasonable price settlement system for raw fresh milk to all
ranches in the country, creating a long-lasting and effective
collaborative and win-win edifice that can drive high quality
development of the dairy industry in China.
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Corporate Digital Strategy

In the first half of 2019, Mengniu sped up implementing its digital
strategy, allowing it to leverage modern information technology to
steadily build up its differentiated competitive strengths and foster
and lead the development of the “new digital era for the dairy
industry”. During the period, Mengniu gradually realized close
connection with customers, cost leadership and excellent
management via informatization of its entire industrial chain,
putting effort into the “customer ecosystem”, “operational
ecosystem” and “management ecosystem”.

The intelligent supply chain project pursued by Mengniu is crucial
to the Group’s digital transformation and it started operation in
the first quarter of 2019. Using cloud computing and Big Data
technology, end-to-end synergy has been achieved in terms of
commercial flow, information flow, capital flow and logistics flow
from upstream to downstream of the supply chain, giving the
Group a complete - from “breeding-planting-procurement-
production to warehousing-sales-delivery to point of sales” —
industrial chain information platform. The project has helped Big
Data gathering of the dairy industry and the development of the
Group’s digital milk source financial supply chain platform,
intelligent supply chain platform and consumer Big Data platform.
Mengniu’s intelligent supply chain platform operates on an
innovative “digital drive + operational capability” service mode,
that can empower upstream and downstream cooperation in the
dairy ecosystem, giving maximum play to and reaping value from
Big Data application and in turn facilitating the overall effective
operation of the Group.

In the first quarter of 2019, Mengniu’s digital milk source project
started its delivery and operation. This project integrated lean
management into the digital milk source information platform,
providing an efficient and convenient management tool for
enhancing internal operation of the milk source department and
management of ranches. The project succeeded in creating a full
supply chain information platform that connects “cattle” — “ranch”
— “dairy enterprise” and “third party”, maximizing the sharing of
raw milk supply chain information.

To more precisely understand consumer demands, carry out
demand-oriented research and development, and production,
Mengniu steadily pushed forward its consumer Big Data project.
Aiming to facilitate development of products that can better match
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consumer needs, the project is building a consumer behavior
analysis system and a consumer data processing center to
conduct in-depth user analysis, helping formulation of
communication targets and relevant core messages for precisely
defined markets and continuous optimization of sales and
marketing content placement strategy. With those data and
information, the Group will be able to effectively reach consumers
and satisfy their requirements and pursue product innovation and
service enhancement.

In the future, against the backdrop of China rolling out her
“Intelligent Manufacturing 2025 National Strategy”, Mengniu, which
is an Intelligent Manufacturing Pilot Demonstration Enterprise and
a key support unit for Intelligent Manufacturing in the Dairy
Industry recognized by the Ministry of Industry and Information
Technology, will speed up digital transformation on the fronts of
product quality, sales and marketing, supply chain and
management, realizing its “four online” goal, wherein the four
being consumers, channels, production and logistics, and
organization, to help it achieve the objectives of its “2020
Informatization Strategy” and become a “Digital Mengniu capable
of nurturing the world”.

Branding Strategy

Mengniu continued to reinforce its image as a global brand,
seeking to display the glamor of the Mengniu brand on the
international stage. Mengniu was the only representative of the
Chinese dairy industry at the World Economic Forum Annual
Meeting at Davos in January 2019 and was able to forge
strategic partnership with the organization to drive globalization of
the dairy industry. In April, Mengniu became an official partner of
the 14th National Winter Games in 2020, which agrees with its
brand philosophy of embracing health and quality.

For room temperature product business, the business division
focused on star brands such as Milk Deluxe, Just Yoghurt and
Fruit Milk Drink and implemented precise brand marketing,
continuing to enhance their high-end brand image. Milk Deluxe,
through title sponsoring “Super Vocal”, the first Bel Canto
program in the country, and the popular variety show “Back to
Field Season 3", both produced by Hunan Television, was able to
effectively enhance its high-end brand image and brand exposure,
and effectively boosted sales volume while penetrating into youth
market. Fruit Milk Drink was the title sponsor of “Idol Producer”,
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an iQiyi variety show designed to inspire young people, targeting
young people and aiming for enormous viewer count. Brand
topics were related at different stages in the broadcast process.
Brand message was innovatively placed in the program content
and complemented with marketing events such as applet voting
to productively enhance product sales and power of the brand.
Just Yoghurt Xiaomanyao title sponsored the youth reality show
“Produce Camp 2019” produced by Tencent Video, with the
promotional focus on the new red grapefruit flavor. The new
product, at the support of online and offline marketing, drove
increase in sales.

For chilled product business, adhering to its comprehensive
strategic plan, Mengniu implemented a series of synergistic and
highly effective online and offline brand upgrading and marketing
activities. For Yoyi C, efforts were made including brand
advertising, collaborating with the popular Zhejiang TV variety
show “Trump Card 4” and kicking off brand ambassador fan base
marketing, to the end of rejuvenating the brand. At the same
time, influential platforms and quality media were engaged to
bring out core benefits of the product, thereby strengthen the
professional and healthy image of the brand. And, for Champion,
the Group focused on Jianzihao products and worked hard on
education and publicity of the health benefits of the functional
yogurt so as to enhance awareness and reinforce the professional
and functional positioning of the brand.

As for the milk formula business, after being named the
“Craftsmanship Brand” by CCTV in 2018, Yashili continued to
strengthen its efforts in promotion at CCTV and placed more
advertisements at CCTV in 2019 at channels for news, drama and
youth including CCTV-1, CCTV-13, CCTV-8 and CCTV-14, which
fully cover the consumer base of distributors and mothers. Along
with the utilization of promotion channels of diversified media for
marketing, the brand awareness of Yashily continues to be
enhanced.

Ice cream business focused on the star brand Suibian, with new
idol groups appointed as the brand ambassador to leverage their
vast fan base for marketing, strengthening the positioning of its
chocolate ice cream and creating “hip and hot” ice cream
products. To continuously enhance Suibian’s brand power,
resources were put into advertising at premier sports events and
major promotional activities were mounted. In the second half of
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2019, Suibian brand exclusively sponsored the variety show
“Attention Visitors!”, which was broadcasted on Zhejiang TV and
was expected to further boost brand exposure during the peak
seasons of sales.

Regarding overseas business, Mengniu developed its star brand
Yoyi C into its first overseas brand. Since its factory in Indonesia
commenced operation in December last year, in order to develop
Yoyi C into the “Number One” yogurt brand in Southeast Asia,
Mengniu has implemented a series of measures such as
launching new products, strengthening new brand image, and
advertising on television, highlighting the slogan “Refreshingly
tasty. Activate your gut health!”, which continuously enhanced the
reputation of Yoyi C brand overseas.

Sales Management

During the period, all business divisions of Mengniu worked
together to implement the RTM strategy and pursued the
“Penetration into Towns and Villages” project at full force, striving
to increase sales volume of the traditional POS in towns and
villages and exploring room for business in rural markets. The
“Penetration into Towns and Villages” project, being a key
measure of channel penetration, boasted significant progress in
the first half year, achieving apparent breakthrough in coverage of
rural areas, towns and administrative villages, with the number of
new sales points significantly increasing. As at the end of June,
the “Penetration into Towns and Villages” project achieved
coverage of over 4,000 towns, adding more than 200,000 stores.
Mengniu fully exploited its channel resources and brand
advantages to commence collaboration with Ist.1688.com of
Alibaba, empowering distributors via the digital reform of
channels. Mengniu also upgraded and transformed the sales
process of products by utilizing the big data, deeply integrate
online services, offline experience and modern logistics, and
better met the needs of consumers in terms of content, form and
experience, while strengthening channel penetration in counties,
vilages and towns. As for the room temperature business
division, it deployed RTM by defining more precisely its different
business partners, increasing staffing and the proportion of
directly controlled sales points, thereby strengthened POS control
and achieved significant year-on-year sales volume growth.
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In addition, the smart network system was swiftly launched online
in various markets, and simultaneously the Customer Relationship
Management (“CRM”) online payment settlement system began
operation to tackle practical requirements of sales management
and finance, as such realized precision marketing tying together
people, store and money and strengthened its control over
channels and POS to help it gradually realize highly effective
distribution and all-channel marketing.

In the first half year, the chilled product business division focused
on enhancing the penetration of new products at the retail-end,
developing stores and customer platforms, and hastening RTM
deployment and development of emerging channels and sales
points, thus further enhanced overall market share and maintained
market leadership of its products. At the same time, via
continuous deployment of production lines and route optimization,
it managed to enhance product freshness and lower product
transportation cost, resulting in improved efficiency.

As for milk formula business division, adhering to the channel
strategy of “Focus on the Mother-and-baby Store Channel for
Infant Formula Products, KA Modern Trade Channel for Nutritional
Products, and All-round Development for New Channels and New
Products”, Yashili continued to thoroughly implement the
organization structure of business divisions by product line-based
management and promote the exploration of channels and
synergistic development with each of the product lines. Yashili
worked closely with Alibaba and enhanced the development of
e-commerce channels through putting resources in digital media
platforms such as Tmall New Retail and Alimama.

Regarding growing its traditional channels, the ice cream business
division devoted major effort on developing the county network,
speeding up brand penetration at the retail-end, increasing the
number of sales points and securing many more collaborative
clients. As for modern channels, it focused on five aspects to
enhance market share, including expansion of new sales points,
deploying exclusive customers, expanding systematic direct sales,
focusing on star products and mounting innovative promotion. For
special channels, designated personnel were assigned to manage
special projects tailored for theme parks, theaters, restaurants
and corporate group purchases, which led to a breakthrough in
sales volume of such channels.
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For e-commerce business, Mengniu launched various phases of
core marketing activities on the e-commerce platforms including
Tmall, JD.com and Suning. At the same time, Mengniu leveraged
the popularity and powerful draw of such television programs as
the “Idol Producer “and “Produce Camp 2019” and by actively
conducting online marketing interactions with consumers, boosted
online sales of the Just Yoghurt and Fruit Milk Drink brands.

The e-commerce division of Mengniu also started close business
collaboration with mainstream e-commerce platforms, exploiting
Alibaba’s Big Data to empower product sales and product
innovation, seeking to excavate new e-commerce business
opportunities. In the first half year, both the number of online
consumers of Mengniu products and online flagship store
members soared to new heights. On the 618 Mid-year Shopping
Festival day, Mengniu prided total sales of more than RMB100
million on all its e-commerce platforms together, two times that of
last year, ranking first in the liquid milk industry. During the
period, Mengniu’s sales revenue from e-commerce has
accomplished a growth of over 60%.

FINANCIAL REVIEW

Revenue

Benefiting from product innovation, proactive brand marketing and
excellent sales execution, sales volume grew during the period.
The Group made revenue of RMB39,857.2 million for the six
months ended 30 June 2019 (2018: RMB34,474.3 million), an
increase of 15.6% year-on-year. The revenues of liquid milk and
milk formula businesses recorded a year-on-year increase of
14.4% and a growth of 43.8%, respectively, while the revenue of
ice-cream recorded a year-on-year decrease of 2.4%.

Gross Profit

Despite the raw milk price increased as compared with the same
period last year, with satisfactory sales growth and a notably
improved product mix, the Group’s gross profit for the period
increased to RMB15,578.7 million (2018: RMB13,522.3 million)
and gross profit margin slightly narrowed by 0.1 percentage
points to 39.1% as compared with the same period last year
(2018: 39.2%).

FESESUXERAFT —FTNAFPHRE

MANAGEMENT DISCUSSION AND ANALYSIS
EEENWR DN

BERSE RTEXRHE mR HEFEFTA
ARZBZLEHED - AREZ(EFERM)
(BIEZ2019) 8 B IR BRIIE - BRPER -
BBRIEEEERARR LEHES  NBHAH &
BRI DIRR EHE -

SEMEFPILRARRNEIRERFEHE
BEE FNEAMNEEENAEE  MEERHEE
MREMAIF  REREXTERLERHTHE -5
FLH¥FRTERNR DBBERE MR LEE
EEeBEHEBHAING 61BERZTERERT
ARAHERRBARE B BREE—
B HERBREDNTES— - HARFEHH
EWAEHO0%IA ERIER o

Bt % [ 8

KA

TERERAF BEAREEHE  RONEE
HMITHERMEERER HE_ZT—NLFEXA
=+HIEAER  AEBEWA AR ARKI98.572
B (ZZ—N\F: AR¥3447431870) ' Ak
HRE15.6%  HAPREDHWARLLIER14.4%
TR EFBUW AR L BIRA43.8% KL &K - 1 /K E K
W AR T #%2.4% ©

EH

HRRE S NERBL A EF  BERRREITH
WAEREMGEHEBZEL AEEHRNEF
FAEARE1S5787TR L (ZE—N\F: ARE
135.2231870) + B F & X F B HAE {3l T 250.1
BEDEE3.1% (ZZF—/\4F : 39.2%) o

023



024

China Mengniu Dairy Company Limited Interim Report 2019

MANAGEMENT DISCUSSION AND ANALYSIS
EEENWR DN

Operating Expenses

To raise channel sales and brand competitiveness, the Group
continuously embarked actively on channel development and
strengthened its brand promotion strategies during the period,
which led to an increase in operating expenses to RMB13,567.9
million (2018: RMB11,843.9 million), down to 34.0% expressed as
a percentage of the Group’s revenue (2018: 34.4%).

During the period, selling and distribution expenses increased by
13.5% to RMB11,317.7 million (2018: RMB9,975.1 million), a
decrease of 0.5 percentage points to 28.4% expressed as a
percentage of the Group’s revenue (2018: 28.9%).

As for advertising and promotion expenses of the period, they
increased by 10.5% to RMB4,880.4 million (2018: RMB4,418.0
million), down to 12.2% expressed as a percentage of the
Group’s revenue (2018: 12.8%). Administrative and other
operating expenses, including impairment losses on financial and
contract asset, increased by 20.4% to RMB2,250.2 million (2018:
RMB1,868.8 million), accounting for 5.6% (2018: 5.4%) of the
Group’s revenue.

Profit from Operating Activities and Net Profit

During the period, with the overall revenue of the Group
increased and benefited from optimized products structure and
economies of scale, the Group’s earnings before interest, taxes,
depreciation and amortisation (“EBITDA”), increased by 28.5% to
RMB3,511.6 million (2018: RMB2,732.6 million) and EBITDA
margin was 8.8% (2018: 7.9%).

Profit attributable to owners of the Company increased by 33.0%
year-on-year to RMB2,076.9 million (2018: RMB1,562.0 million).
Basic earnings per share was RMB0.531 (2018: RMBO0.400), up
by 32.8% year-on-year.

Income Tax Expenses

For the six months ended 30 June 2019, income tax expense of
the Group was RMB435.3 million (2018: RMB358.5 million),
representing a 21.4% increase year-on-year. Effective income tax
rate was 16.8% (2018: 17.8%), down by 1.0 percentage points
year-on-year, mainly due to the share of financial results of
associates turning loss into profit during the period.
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Capital Expenditure

For the six months ended 30 June 2019, capital expenditure
(“CAPEX”) of the Group was RMB2,141.5 million (2018:
RMB1,665.9 million), an increase of 28.6% year-on-year. Of the
total, RMB1,691.8 million was spent on building new production
facilities and modifying existing ones and related investments,
whereas RMB382.6 million was spent on addition in biological
assets, and RMB67.1 million was invested in equities.

Working Capital, Financial
Structure

For the six months ended 30 June 2019, the Group recorded net
cash inflow from operating activities of RMB2,640.3 million (2018:
RMB3,400.3 million), a decrease of 22.4% as compared with the
corresponding period last year. It was mainly due to the increase
in prepayment of raw milk supplies compared to that of the
corresponding period last year and increase in the proportion of
revenue from branches and subsidiaries of sales companies,
which resulted in increase in trade and bills receivable.

Resources and Capital

For the six months ended 30 June 2019, outstanding interest-
bearing bank and other borrowings of the Group decreased to
RMB14,143.8 million (31 December 2018: RMB14,715.3 million),
of which interest-bearing bank and other borrowings repayable
within one year amounted to RMB9,150.2 million (31 December
2018: RMB6,522.9 million). More than 60% of the interest-
bearing bank and other borrowings were bearing interest at fixed
rates. The decrease in interest-bearing bank and other borrowings
was mainly from the net effect of the bank borrowings of
Junlebao classified as liabilities of disposal groups classified as
held for sales, and the Group’s additional financing during the
period.

Net borrowings (total amount of interest-bearing bank and other
borrowings net of cash and bank balances) of the Group as at 30
June 2019 were RMB9,412.5 million (31 December 2018:
RMB7,417.3 million).

The Group’s total equity as at 30 June 2019 amounted to
RMB31,675.3 million (31 December 2018: RMB30,464.3 million).
Its debt-to-equity ratio (total amount of interest-bearing bank and
other borrowings over total equity) was 44.7% (31 December
2018: 48.3%). The decrease was mainly due to the bank
borrowings of Junlebao classified as liabilities of disposal groups
classified as held for sale.

FESESUXERAFT —FTNAFPHRE

MANAGEMENT DISCUSSION AND ANALYSIS
EEENWR DN

BARL H
HE_ZT—hAhFAAZTAHILEAEAR  A£EE
AETHABARE21415EBT(ZZTE—NF : AR
¥ 16.659187T) © B EF28.6% « EAZ HEAR
MM EEERE BB AEARK16.918
Bor: EAYMEEZEARKE3I.8261E LA MK
EREIE AR, 7108 T °

LEET UBERREARZEE
HE_Z—NWFAAAZTHLEAEAR @ AEBK
A%ﬁﬁﬁ?iﬁﬁfﬂﬁﬁmd\ﬁ/\ﬁﬁ%%4031
—E-)N\F: AR¥34.003187T) - EEFRH
TPE22.4% + F ERNTERN RE B FHIERESF
FEEAE A RS FHE A rl M WA ELE M - B
BEWER R R ZBIG IS B -

BHE-_TZ—NE~NA=Z+TBHLEANER  KEEZ
REZBFTERITREMEETHREAR141.438

4\

ET(ZE—NF+ZA=+—H: ARK
147 153187L)  EF —FAEENT BRITRE
HEEAAREII02EBT(ZZE—N\FE+=4
=+—H: AR¥65.229187T) - BB/ AKET B4R
TREMEEZREEMNEGTE - st ERITREAM
BETHR FEABLENRITERDELAFTAE
HENEEREEER  URIASEEEIIE
B F S EPTEL

REEBR-_Z—AFNAZTHZFEFEEGIE
RITREMEERBINGRIE S RRITEF) BA
R¥o4125B T (ZE—N\FE+_A=+—8:
ABRMET74173(87T) °

REBR -ZE-—NENA=THZAEFZAAR
¥316.753 BT (ZE—NF+A=+—H: A

ERERLE GHRRITR
HMEEABRABES) B447% (ZF—\F
TZA=1+—H:483%) TREZBRA/EL
ENRTEFDBERAREFENEEARERR
TS

E%ﬁ%304.6431 JL) ©

025



026

China Mengniu Dairy Company Limited Interim Report 2019

MANAGEMENT DISCUSSION AND ANALYSIS
EEENWR DN

Finance costs of the Group were RMB321.9 million (2018:
RMB226.5 million), approximately 0.8% expressed as a
percentage of the revenue (2018: 0.7%), up by 0.1 percentage
points year-on-year.

PRODUCTS

Mengniu is committed to product innovation and R&D, aiming at
increasing competitiveness through developing differentiated and
high-end products, and enhancing such aspects as product
category, flavor and packaging. Alive to consumers’ demand for
personalized products, Mengniu has developed functional and
customized products that promise consumers better experiences.

The principal businesses of the Group are liquid milk, ice cream,
milk formula and other products. Their performances during the
period are outlined below:

Liquid Milk

Revenue amounted to RMB33,109.0 million (2018: RMB28,931.6
million), accounting for 83.1% of Mengniu’s total revenue (2018:
83.9%).

UHT Milk

Milk Deluxe launched the upgraded product Organic Milk last year
in the “DreamCap™” packaging with the traditional drinking straw
replaced, providing more practical and convenient consumption
experience to consumers. Upgraded package for Milk Deluxe Milk
featuring the “DreamCap™” was also launched in July, thus
improving the convenience of drinking milk and redefining “better”
milk. The product mix of Mengniu UHT milk was further optimized
after new packaging for four products, namely Mengniu Pure Milk,
high calcium milk, low fat high calcium milk and skimmed milk
was successfully launched in 2018.

Mengniu’s Future Star series focuses on A2B- Casein Pure Milk,
which is made with premium milk in limited supply from
designated ranches, aiming to raise the quality of children milk
products.

AEBHRMEKANASARKEI219E L (ZZE—N
F: AR¥2.26570) @ (R A LLELO. 8%(:
T—N\F:07%) Bt EHOAEE» 2 -

Em

SEBRETEMAFNRE  BERENEME
BB HEEN - EmE - D”*&@%%g%
FEETR  YEIRHBEE AT R
R Th 8 7 52 Il 2E am @Zﬁz\%ﬁ%ﬁ%’%ﬁﬁﬁﬁﬁﬂ
Bk -

AEBEEEB D RBEY - AEM - ik R E

HEMR BHARRKTWOT :

R &Y

WARARE331.00EBT(ZE-N\F: AR

289.316187L) * E 4 #E W ARS83.1% (—F— N\
F 1 83.9%) °

UHTG

#iA**BA?&E%EﬁE’JW&Em BHEAST - B

HRAUZLIE | BREFNREKAITR - &
BEEREFEAEREMNEEREER -7TANED
[20E | ARBENFFHFEST  BRFNE
SELE BENERIEFINFY - KFEUHTH
SihE—TBICEMSRE  RZTE—\NFRINHE
HERFGE - SGE - KRS S MR 4
YR BEER °

RFAFEZIREEBRS  fIRREHERN
ARKEAB-BREQATY  BXRFAREFPE

=
o E °



Key products:

Milk Deluxe

- Mengniu Pure Milk

Student’s Milk
= Future Star

Room Temperature Yogurt

Just Yoghurt light flavor yogurt introduced the new PET bottle
product Xiaomanyao last year, making the room temperature
product easier to carry and consume. The grapefruit flavor made
of Israeli jam was also launched in the end of last year. The Just
Yoghurt fruit pulp series launched the yellow peach and oat flavor
in January this year, presenting consumers with another
innovative product like no other. In addition, its diamond shaped
packaging product series had salted caramel flavor yogurt and
chocolate flavor yogurt introduced in May, followed by red jujube
and medlar flavor yogurt in June, this year.

Key products:

= Just Yoghurt light flavor yogurt

- Just Yoghurt fruit pulp flavor yogurt

Room Temperature Milk Beverage

During the period, the Fruit Milk Drink milk beverage series
launched mango flavor. Fruit Milk Drink high-end colorful fruit pulp
series, which targets the high-end milk beverage market, was also
launched with mango and passion fruit flavor, thus providing
consumers with a product that is rich in texture.

In addition, Mengniu introduced Mengniu GO Chang probiotics
beverage in April this year. The product is made of fermented
imported probiotics, plus special probiotics, which filled the gap in
the room temperature probiotics beverage market.
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Key products:

- Fruit Milk Drink milk beverage

- Fruit Milk Drink high-end colorful fruit pulps series
- Suan Suan Ru nutritious milky drink

Chilled Yogurt

During the period, Champion BB-12 stepped up promotion of the
features of the “BB-12” bacteria and launched new product
packaging to strengthen its marketing positioning as a
“professional and functional” yogurt.

Mengniu Nordic Cheese Flavor Yoghurt was launched in February
this year. It contains selected Danish cheeses, Canadian mixed
berries, alphonso mango and Vietnam passion fruit, and is made
with the technique of Danone Group from France. The product is
rapidly gaining shares in the beverage market.

The Bio product series is positioned at the high-end yogurt
market, with its features being a French meal replacement and
fruit yogurt. The launch of new products such as Kaquzi grain mix
flavored yoghurt and Bio Shuangcenglaoru effectively facilitated
the expanding of high-end product range of Bio and perfecting its
product mix.

Key products:

= Champion

= Mengniu European Charcoal Yogurt

- Mengniu Nordic Cheese Flavor Yoghurt

- Milk Deluxe Yogurt

= Bio
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Chilled Milk Beverage

Yoyi C launched the new passion fruit flavor in January this year,
which has become the second biggest revenue generator in the
Yoyi C family. In addition, Yoyi C adopted a new packaging in
March this year to highlight its core “live bacteria” selling point,
aiming to strengthen its leadership among probiotics products.

Key products:
- Yoyi C
- Yoyi C LC-37

Fresh Milk

Mengniu’s Shiny Meadow fresh milk targets the high-end market.
[t is produced employing the low-temperature membrane
condensation technology and Swedish cream separation
technology, enabling it to retain the highest proportion of natural
nutrients in quality fresh milk. In addition, the 720 ml medium size
Shiny Meadow fresh milk and Shiny Meadow 0% fat fresh milk
were launched in the first half of 2019.

In the first half of 2019, the Modern Meadow fresh milk
introduced a new grain milk product category, which swiftly
grasped share in the mid-range to high-end fresh milk market.

Key Products:

- Shiny Meadow fresh milk

— Shiny Meadow 0% fat fresh milk
- Modern Meadow fresh milk

Ice Cream

Revenue amounted to RMB2,186.0 million (2018: RMB2,239.8
million), accounting for 5.5% of Mengniu’s total revenue (2018:
6.5%).

During the period, Suibian ice cream upgraded its packaging
design adopting its brand ambassadors’ image which matches
the chic image of the brand itself. Production techniques were
also improved to strengthen the star brand position of the ice
cream.
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The high-end ice cream brand Deluxe launched wonder color
crunchy ice cream last year, coming in three popular flavors,
namely matcha, tiramisu and toffee, to please consumers’
palates.

Key products:

- Suibian

- Deluxe

- Mood for Green

- Mengniu ce+

- Mengniu Russian style milk ice cream brick

Milk Formula

Revenue amounted to RMB4,237.8 million (2018: RMB2,946.5
million), accounting for 10.6% of Mengniu’s total revenue (2018:
8.5%).

Yashily, a brand focusing on the nutrition research of Chinese
babies for 36 years, boasts its production base in New Zealand,
sources milk with superior quality from New Zealand and
concurrently implements quality inspection standards of both
China and New Zealand, thereby striving to become a world-class
“infant milk formula expert in China”. Yashily has invited Ms. Yao
Chen to act as its global brand ambassador, seeking to upgrade
brand image to be a wise choice for mothers.

Reeborne brings purity and cleanliness from the Austrian Alps:
animal farms at an elevation of 1,680 meters, with pastures and
Simmental dairy cows grow healthily on these pristine lands. Strict
standards for organic products are followed in milk sources,
pasture, feeding, production and transportation, and organic
nutrition formulae are ensured to be safe and natural.

Originating from Europe, Dumex, with over 50 years of research
on breast milk and over 20 years of research on immune and
digestive system, has continued its innovation in product
categories from milk to goat milk, and committed to studying the
immune system with an aim to become the nutrition expert in
immune system of infants.
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Arla Baby & Me represents organic milk formula originally canned
and imported from the world’s largest organic dairy producer in
Denmark, which has adhered to good nutrition from natural
ingredients for 130 years. The organic milk formula of Arla Baby
& Me has obtained three major organic certifications, and
contains no hormone, fertilizer or pesticide. Such milk formula is
directly made of fresh milk from the Northern European farms,
with full control of the supply chain. It is positioned for the ultra-
high-end market with its organic formula containing high DHA, full
lactose and a golden ratio of probiotics. “Dedicated to the Danish
royal family, Arla is professional in organic products.”

Originating from Australia, Doraler goat milk formula contains
100% whole goat milk protein, which is easy to be digested and
absorbed by human body because of its natural attributes.
Doraler upholds the brand philosophy of “Freedom, Bravery and
Exploration” and advocates “Freedom to Grow, Be Loved by
Nature”.

Yashili’s products also include various milk powder products for
adults, such as Mengniu brand adult milk formula, Youyi brand
adult milk formula, and Yourui brand milk formula for the middle-
aged and elderly, and various dissolvable products such as
Zhengwei brand oatmeal and Yashily infant nutritional rice cereal.

Key products:

Yashily Kieember and Kieevagour

= Mengniu Reeborne

= Dumex Diamor

- Arla Baby & Me

- Doraler

Other Products

Revenue amounted to RMB324.4 million

million),
1.1%)

(2018: RMB356.4
accounting for 0.8% of Mengniu’s total revenue (2018:
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Cheese

In the first half year, Mengniu launched over 10 cheese products
including new ones and old ones with packaging upgraded.
Among them, taste upgrade was completed for the prime product
Future Star golden cheese bar for children’s growth, matching
consumers’ taste preference. At the same time, the new product
vanilla ice cream flavor golden bar, an innovation of Mengniu in
taste in the cheese bar product category, was launched.

In the first half year, Mengniu collaborated with Arla Foods to
introduce two new products, namely Arla shredded mozzarella
and UHT cream (frozen), under the professional catering brand
Arla Pro.

Key Products:
- Future Star cheese for children’s growth
= Mengniu Lao Qu Bei

= Arla shredded mozzarella

PRODUCTION

Mengniu deploys its production capacity taking into account the
potential of relevant markets and its own product strategy. As at
30 June 2019, Mengniu had 43 production bases in China and
one in New Zealand, and together with the production base in
Indonesia, which commenced operation at the end of November
2018, it had a total annual production capacity of 10.27 million
tons (December 2018: 9.75 million tons).

SOCIAL RESPONSIBILITY

In the first half of 2019, Mengniu actively strived to achieve its
corporate mission of “focusing on nutrition and health, delivering
a drop of happiness for every moment and every day to more
people”, implementing a series of corporate social responsibility
activities and charitable programs in areas of “inclusive nutrition”,
“mutual growth”, “supporting the army and military families” and
“disaster relief”, ultimately helping development of local
communities and the industry and building itself into a model
corporation that prides sustainable development.
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In the first half of 2019, Mengniu continued with its “Inclusive
Nutrition Plan” and, by defining precisely the recipients and strictly
controlling the donation procedures, it was able to effectively give
care to those in need in the society. During the period, via this
plan, Mengniu donated a total of 2.53 million packs of student
milk to close to 40,000 students from 126 schools in 63 cities
and 77 districts and counties. Simultaneously, embracing the
cause of “aiding intellectual growth by promoting nutrition
knowledge”, Mengniu arranged lectures on knowledge of nutrition
and health in different places across the country and invited
school principals and members of parent associations to visit
Mengniu’s factories for promoting knowledge of nutrition and
health during the period.

While working hard on enhancing its economic efficiency,
Mengniu has continued to push for ever better “mutual growth”
with its partners. In the first half of 2019, through its “University
of Ranchers” project and “Aiyangniu” integrated procurement
platform, Mengniu strived to achieve win for all in the industrial
chain. To help upstream ranch owners and milk source
technicians upgrade breeding and rearing techniques and the
operational standard of ranches, Mengniu continued to promote
the “University of Ranchers” project. In April and June 2019, free
exclusive activities were organized in Jiaozuo and Ulanhot,
respectively to provide ranchers with advanced management
techniques and share with them relevant experience to enhance
their professional skills.

In addition, on 12 June 2019, Mengniu has made its “Aiyangniu”
integrated procurement platform online that integrated innovatively
the livestock industry with the Internet, creating a shared smart
one-stop platform for all in dairy industry ecosystem to use. Via
the platform, global industry resources are consolidated, aiding
procurement of all ranch resources, hastening transaction,
lowering procurement costs.

In the first half of 2019, Mengniu was devoted to taking initiatives
in “supporting the army and military families”. It donated a total of
RMB500,000 to the family care fund of the navy to help soldiers
serving on the Chinese aircraft carrier Liaoning, and whose
families were in financial difficulty, helping in certain extent
alleviate the concern of servicemen in the navy. During the
period, Mengniu put forth the “Veterans 999 Charity Milk
Program” which provides free milk products over the long term to
999 families of veterans in financial difficulty across the country,
helping improve the quality of life of the veterans.
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As a corporate citizen, Mengniu is dedicated to honoring its
social responsibility, actively using its internal and external
resources to support society members who are affected by
disasters. On 17 June 2019, an earthquake hit Changning County
in Yibin City, Sichuan, killing and injuring many. Mengniu
responded swiftly and organized and carried out disaster relief
work, including continuous follow-up on and repeated provision of
supply of relief resources. It donated over 100,000 packs of milk
in total to help the victims.

Mengniu has incorporated delivery of social responsibility into its
corporate strategies and in management of daily operation,
promoting care and love for the society across its industrial chain
aiming for sustainable development. Boasting commendable
charitable and sustainable development performances, during the
period Mengniu received the “Asia Responsible Enterprise Award
2019 — Social Empowerment Category” from Enterprise Asia, the
“2019 Top 60 Brands for Chinese Corporate Citizens’
Responsibility” from the China Corporate Citizen Responsibility
Brand Summit and the “Climate Leader Plant Award” from the
Energy Foundation and China Council for an Energy Efficient
Economy.

HUMAN RESOURCES

As at 30 June 2019, the Group had a total of 44,162 employees
in Mainland China, Hong Kong, Oceania and Southeast Asia,
including 3,180 working for Yashili. Total staff cost for the period
(including salaries of directors and senior executives) amounted to
approximately RMB3,428.5 million (2018: RMB2,729.6 million).

At the end of 2018, Mengniu completed transfer of the
organizational shared services for its pilot scheme during the first
phase of the construction of its Human Resources Shared
Services Center (“HRSSC”). And, in the first half of 2019, HRSSC
strived to ensure that the daily operation of its first phase
services were smooth. Capable of effectively easing daily
administrative works of the Group’s Human Resources Business
Partners (“HRBP”) and Centers of Expertise (“COE”), HRSSC will
contribute to changing the Group’s human resources service
mode to comprise three major service centers. In March 2019,
Mengniu commenced preparation for launch of the second phase
online service of HRSSC, aiming to continuously optimize and
enhance operational processes on the basis of phase one,
pushing forward with improving the employee self-service
functions and user experience. At the completion of phase two,
the center is expected to be able to serve 20,000 staff around
the country.
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During the period, Mengniu kicked off its “Key Talent Evaluation
System” project, which involves collaboration with a top
international human resources management consultancy
organization, helping it integrate its talent deployment philosophy,
five-element leadership model and talent evaluation standards
systematically into its talent management process. In addition, for
better internal staff deployment, Mengniu formulated the
“Selection, Promotion and Appointment Method of Mengniu’s
Managers”, and in recruiting outside talent, it optimized the
“Mengniu  Recruitment Management System”. To speed up
deployment of talent in middle and senior management positions
and to promote internal talent training, besides launching the
“Blue Ocean Plan” in early 2019, Mengniu established the “Plan
for Recruiting Additional Staff” to bring in from outside groups of
marketing, R&D and new retail talent to support rapid business
development.

Furthermore, the Group started the “Stand Ready to Do”
corporate culture workshops at full strength in the first half of
2019 to promote the embrace of the Mengniu spirit and core
values among all employees. At the same time, its “Executive
Culture Lecture Theatre” is becoming a routine program, with two
core senior management executives giving two series of lecture to
front-line staff at respective factory in the first half year, involving
teaching and learning on site as well as online. To date, the
cumulative online learning rate has reached more than 560,000
times.

During the first half year, to achieve its three-year strategic
objectives, Mengniu further optimized its incentive system,
implementing tiered management, rationalizing incentive
distribution and organization performance plans, tying closer
incentives for individuals and performance of the relevant
organization, therefore empowering performance of business units.
During the period, with the long-term incentive plan in place, a
total of 8,201,104 shares were granted under the share award
scheme, to employees participated in the scheme.
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PROSPECTS

With the growing Chinese population, the people earning more
income and healthier diet concepts taking root, the dairy
consumption market has continued to manage solid growth,
which not only has driven development of the dairy industry, but
also created new consumer market demand. In addition, the
Chinese government introduced various regulations and policies,
all to the end of boosting high quality development of the dairy
industry. With Mengniu’s heading for its 20" year of development,
being the leading enterprise of the Chinese dairy industry, and
leveraging its international standards, digital means, high standard
of management and precise layout of product strategy, Mengniu
has launched premium products and built a top dairy brand while
making progress steadily along the path of sustainable, high-
quality and international constructive development.

On the front of product strategy deployment, Mengniu has its
focus on development of star dairy products. As at 30 June
2019, the Group had signed through its subsidiary a contract to
dispose of all of its 51% equity interest in Shijiazhuang Junlebao
Dairy Co., Ltd. (“Junlebao”), the aim of which is to optimize its
brand portfolio and that it may put attention on the development
of its core businesses and core brands. Thus, after the
transaction is completed, Mengniu will have a more streamlined
business and be able to gather resources to bolster star dairy
products that boast high growth and strong profitability outlook,
thereby allow it to cement the market position of its core brands.
During the period, Junlebao contributed RMB75.5 million (2018:
RMB79.0 million) to the profit attributable to owners of the
Company, representing 3.63% (2018: 5.06%) of total amount of
the Group.

In the future, the Group will devote major effort on developing
high growth potential product types such as liquid milk, milk
formula and cheese, and especially room temperature liquid milk
products of star brands like Milk Deluxe and Just Yoghurt, etc.
Chilled yogurt products, in particular of such star brands as
Champion and Yoyi C, etc., will also be a main development
focus of the Group. The Group will also continue to strengthen its
research and development capability, seek to develop unique core
techniques that it may constantly pursue dairy product innovation,
and in turn develop leading brands for each of its product
category.
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In addition, Mengniu will continue to take to greater depth RTM
transformation, channel penetration management, empowering
distributors, improving its supply chain model, optimizing team
organization structure and enhancing network coverage, so as to
achieve more effective channel and POS control. It will also
continue to seek to fully utilize consumer Big Data to gain better
yet consumer related insights. By using B2B platform, it will strive
for channel penetration, aiming for higher distribution rates at
traditional POS, as well as expand e-commerce business and
explore new retail development opportunities.

On overseas business development, since it has established the
factory in Indonesia at the end of last year and for the first time
named its star product brand Yoyi C as the parent brand for its
overseas market, Mengniu will speed up business development in
Southeast Asia and other overseas markets, pushing to build an
Oceania Center to attain “dual overseas centers” deployment. The
internationalization process of Mengniu will move onto another
new stage.

Mengniu has been on the road to become a world-renowned
brand in dairy industry in 2019. Looking forward, in the next 20
years, with the support of its three strategic shareholders
COFCO, Danone Group and Arla Foods, Mengniu will hold fast to
the belief of “Born for Greatness” and, with ever better quality,
vision and ambitions, thereby promoting the construction of
“Global Dairy Community” and striving to be the centermost on
the stage of the global dairy industry.
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REPORT OF THE DIRECTORS
EEEHE

The board (the “Board”) of directors (the “Directors”) of the
Company has the pleasure in submitting the interim report
together with the unaudited condensed consolidated financial
statements of the Company and its subsidiaries (the “Group”) for
the six months ended 30 June 2019 (the “Interim Financial
Statements”).

Interim Dividend

The Directors do not recommend the payment of an interim
dividend for the six months ended 30 June 2019 (six months
ended 30 June 2018: nil) and propose that the profit for the six
months ended 30 June 2019 be retained.

Directors’ and Chief Executive’s Interests
and Short Positions in Shares, Underlying
Shares and Debentures

As at 30 June 2019, the interests and short positions of the
Directors and the chief executive of the Company in the shares,
underlying shares and debentures of the Company and any of its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO”)) (the “Associated
Corporation”) as recorded in the register required to be kept
under Section 352 of the SFO or as otherwise notified to the
Company and The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as
set out in Appendix 10 to the Listing Rules were as follows:
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Long positions in the shares of the Company or any of the
Associated Corporations (including options granted under the
Company’s share option scheme):
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RARBRET(ARBEBERN 252 (2
BAR A B B e B AE)

AR

Total Number of
Ordinary Shares/

Percentage of
the Company’s

Underlying Issued Share
Share Held Capital®
Name of Director Nature of Interest BEEER A EALQTBET
EEEE EatE TR R 1D A B BRAET D@
Lu Minfang Personal Interest 11,310,072(L) @ 0.29%
& §Uk 1A 2=
Notes: B &

(1) It represents 442,663 shares granted to Mr. Lu Minfang in which
359,251 shares remain unvested under the restricted share award
scheme of the Company and 10,867,409 underlying shares in
respect of the share options granted under the Company’s share
option scheme.

2) The calculation is based on the number of shares as a percentage
of the total number of issued shares of the Company (i.e.
3,931,120,554 shares) as at 30 June 2019.

L) Indicates a long position.

Details of the Company’s share option scheme and restricted
share award scheme are set out in the sections headed “Share
Option Scheme” and “Share Award Scheme”, respectively below.

Save as disclosed above, as at 30 June 2019, none of the
Directors and the chief executive of the Company had any
interests and short positions in the shares, underlying shares and
debentures of the Company or any of the Associated
Corporations as recorded in the register of the Company required
to be kept under Section 352 of the SFO or as otherwise notified
to the Company and the Stock Exchange pursuant to the Model
Code.

(1) ZEEERBEARBRGIEARERERTE
BRSEER 442,663 /%% 17 » & H 359,251 IRk 17
WAREE - ARABIREARR B ERERT ER D
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Substantial Shareholders’ Interests

As at 30 June 2019, the interests or short positions of substantial
shareholders, other than the Directors or the chief executive of
the Company whose interests and short positions in the shares of
the Company and of the Associated Corporations are set out

above, in the shares and underlying shares of the Company as
recorded in the register required to be maintained under Section

336 of the SFO were as follows:

Name of Substantial Shareholder

FTERRER

KA BERSN) AR B R0 K A8 B R 40 Fh e B 25

FABWAT

Number of
Ordinary Shares
EEREE

Percentage of

the Company’s

Issued Share
Capital®

EARDRE BT

RABZ LD

COFCO Corporation FREEEFRAR 1,233,700,758(L) ¢ 31.38%
COFCO (Hong Kong) Limited FREEE(FE) EIEE/‘ 1,233,700,758(L) @ 31.38%
China Foods (Holdings) Limited FERm (T Hx) BRA 1,233,700,758(L) @ 31.38%
Farwill Limited EEBRA 1,233,700,758(L) @ 31.38%
Colour Spring Limited %%ﬁﬁﬁ/&ﬂ 1,233,700,758(L) @ 31.38%
COFCO Dairy Holdings Limited FRILEZERERA 1,233,700,758(L) @@ 31.38%
COFCO Dairy Investments Limited FREILEREBRA 1,233,700,758(L) @®© 31.38%
Prominent Achiever Limited HEBRAA 1,233,700,758(L) @®© 31.38%
Arla Foods amba Arla Foods amba 1,283,700,758(L) @ 31.38%
Danone SA Danone SA 1,233,700,758(L) © 31.38%
Danone Asia Pte Ltd Danone Asia Pte Ltd 1,233,700,758(L) @ 31.38%
Citigroup Inc. Citigroup Inc. 220,763,681(L) 5.62%
3,284,841(S) 0.08%

191,809,085(P) 4.88%

JPMorgan Chase & Co. JPMorgan Chase & Co. 196,743,200(L) 5.00%
6,629,343(S) 0.17%

179,704,243(P) 4.57%

Schroders Plc Schroders Plc 274,364,236(L) 6.98%
FIL Limited FIL Limited 246,660,000(L) 6.27%
14,000(S) 0.01%

Pandanus Partners L.P. Pandanus Partners L.P. 246,660,000(L) 6.27%
14,000(S) 0.01%

Pandanus Associates Inc. Pandanus Associates Inc. 246,660,000(L) 6.27%
14,000(S) 0.01%




Notes:

COFCO Corporation is deemed interested in an aggregate of
1,283,700,758 shares in the Company through its wholly-owned
subsidiary, COFCO (Hong Kong) Limited.

COFCO (Hong Kong) Limited, Farwill Limited, Colour Spring Limited,
COFCO Dairy Holdings Limited, COFCO Dairy Investments Limited,
Prominent Achiever Limited, Arla Foods amba, Danone Asia Pte Ltd
are deemed interested in an aggregate of 1,233,700,758 shares in
the Company under section 317 of the SFO.

China Foods (Holdings) Limited (previously known as COFCO (BVI)
No. 108 Limited) is deemed interested in 1,233,700,758 shares in
the Company through its wholly-owned subsidiary, Farwill Limited.

COFCO Dairy Holdings Limited is deemed interested in
1,283,700,758 shares in the Company through its subsidiary,
COFCO Dairy Investments Limited.

COFCO Dairy Investments Limited is deemed interested in
296,028,044 shares in the Company through its wholly-owned

subsidiary, Prominent Achiever Limited.

Danone SA is deemed interested in 1,233,700,758 shares in the
Company through its subsidiary, Danone Asia Pte Ltd.

Based on the disclosure of interest filed by Pandanus Associates
Inc., FIL Limited is a controlled corporation of Pandanus Partners
L.P., which is in turn a controlled corporation of Pandanus

Associates Inc.

The total issued shares of the Company as at 30 June 2019 was
3,931,120,554.

Indicates a long position.

Indicates a short position.

Indicates a lending pool.
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Save as disclosed above, as at 30 June 2019, no other interests
or short positions in the shares or underlying shares of the
Company were recorded in the register maintained under Section
336 of the SFO.

Share Option Scheme

On 3 June 2016, the shareholders of the Company approved the
adoption of a new share option scheme (the “2016 Share Option
Scheme”) in order to enable the Group to continue to offer
valuable incentive to attract and retain quality personnel to work
to increase the value of the shares of the Company. The 2016
Share Option Scheme shall be valid and effective for a period of
10 years commencing from 3 June 2016 and will expire on 2

BEXFBEEN R-B—AFAA=A -
BRI U5V oo R 1 2 B R
FTAREE AR AT (T A A 2 R D SR AR
2 AR -

B B RE T &l
ZZE—ARFEXNA=ZH ARRRERERPEE
feiEstEl ([ =T — S FERETE]) - UEAE
BHEERNGT(EERHEEERE - J/‘M&%mﬁﬁ‘é’aj
BERNAER - ﬁ%$’“ﬂﬂ§1’ﬁ{ﬁ@
—ANEEREFEEZE—X"EF~A= Elfr_’EE
W BREAETE ]IH#E’\_v_/\i/\)EJ_EI
KRk o

June 2026.

The movement of the share options granted under the 2016

Share Option Scheme during the period is as foll

Number of share options
BEREZR
As at
1 January
2019

Granted Exercised
during the during the

period  period®
BRgl ZafRe H

Name or category of
participant RZB-hE

SREMZHER -A-A

Executive Director

Lapsed
during the

ows.

As at
30 June
2019
period RZE-hE
A&® A~B=TH

REPARE=-F

BT -

Date of
grant of
share options
RUBRERS

Exercise period of
share options

(both dates inclusive)
BRETERR
(BEEEMX)

—NFBRER SR B B ARE

Exercise price of
share options
BRETER

HK$
B

HEs
Lu Minfang 865,000 - - - 865,000 13.7.2017 13.7.2018 to 12.7.2022" 14.812
BHH “Z-t5tAt=H “Z-/\ftA+t=R%Z
ZEZZELATZAY
690,199 - - - 690,199  7.5.2018 7.5.2019 t0 6.5.2023" 26.05
“Z-\5¥RAtH “Z-N5nAtHE
ZEZZERARAY
9,312,210 - - - 9,312,210 24.12.2018 1.4.2019 to 23.12.2023% 23.93
Z5-\f+ZAZtRmA ZZ-NFEA-HE
ik Stk s By = [
Employees in Aggregate 8,371,545 - (2,375,653) (177,614) 5818278 13.7.2017 13.7.2018 to 12.7.20221 14.812
EE@ “E-t5tAt+=H “3-\FLA+ZHE
S-S s =
8,655,674 - (507,847) (628,450) 7,419,377  7.5.2018 7.5.2019 to 6.5.2023" 26.05
—Z-\FRAtH “ZT-NFRAtHE
ZEZ=ERARAY
27,936,670 - (629,000)  (1,499,950) 25,907,720  24.12.2018 1.4.2019 to 23.12.2023% 23.98
“2-N\E+ZAZtEA —E-NEWA-HEZE
I s =
55,731,298 - (3,412,500) (2,306,014) 50,012,784




Notes:

(1) The share options will be vested in two equal batches with 50% of
the share options granted vesting on the first and second
anniversaries of the date of grant. In addition, the share options will
only be vested if and when the pre-set performance targets of both
the Group and the participants are achieved. Unless all of these
targets are met, the share options will lapse. The exercise period
ends on a date which is no later than five years from the date of
grant of such options.

(2) The share options will be vested in four batches with 70% of the
share options granted vesting in three equal batches on 1 April
2019, 2020 and 2021, and the remaining 30% of the share

April 2021. In

addition, the share options will only be vested if and when the pre-

set performance targets of both the Group and the participants are
achieved. Unless all of these targets are met, the share options will

options granted vesting in their entirety on 1

lapse. The share options have a contractual life of five years.

8) The weighted average closing price of the shares of the Company
immediately before the date on which the options were exercised
was HK$28.62.

Save as disclosed above, at no time during the reporting period
was the Company or any of its subsidiaries a party to any
arrangement to enable the Directors or the chief executive of the
Company or their respective associates to acquire benefits by
means of acquisition of shares or debentures of the Company or
any other body corporate.

Save as disclosed above, none of the Directors or the chief
executive during the six months ended 30 June 2019, held any
interest in, or were granted any right to subscribe for, the
securities of the Company and its associated corporations within
the meaning of the SFO, or had exercised any such rights.

Further details of the Share Option Scheme are set out in Note
25 to the Interim Financial Statements.
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Share Award Scheme IR Z B 5T
Restricted Share Award Scheme PR 1 14 iR Z= 42 B 5t 2

The Company operates a restricted share award scheme (the 7N FIERA— B[R &I MR Z 25 Eh=12] ([IRZ 42 E)
“Share Award Scheme”) to motivate the employees to maximize  =t&l1) - #ELASEIEE AR AFIAIETE SEE -
the value of and share the results with the Company in order to EEARRATHZME - HBAEBNAIEHELE -
achieve sustainable development of the Group.

During the six months ended 30 June 2019, the number of HE—ZT—AFNA=+HIEAAHHE EE
shares of the Company granted to selected participants was TFHERLSHEENARGKRESH 58,201,104(% -
8,201,104, of which 233,130 shares were granted to the H™F233 130N EFES  FHEHIWOT -
Directors, details of which are as follows:

As at Granted during Vested during  Forfeited during As at

Name of Director 1 January 2019 the period the period the period 30 June 2019

R=ZZE-1& R-ZZE-1&F

Espgg —A—H AR HREB HBRXK AA=1H

Lu Minfang 170,193 233,130 44,072 — 359,251
B

Further details of the Share Award Scheme are set out in Note A% Z#EEpET2IH) 3 — 2 5115 &0 P B3 AR < M
26 to the Interim Financial Statements. $26 °



Foreign Currency Risk

The Group’s businesses are principally located in Mainland China
and substantially all transactions are conducted in RMB, except
for the purchases of imported machinery and equipment, and
sales of dairy products mainly to Hong Kong and Macau. As at
30 June 2019, substantially all of the Group’s assets and
liabilities were denominated in RMB except for the cash and bank
balances of approximately RMB427,113,000 (31 December 2018:

RMB182,118,000), RMB66,106,000 (31 December 2018:
RMB20,006,000), RMB19,313,000 (31 December 2018:
RMB1,769,000), RMB1,757,000 (31 December 2018:

RMB8,051,000), RMB371,656,000 (31 December 2018: Nil), and
RMB17,181,000 (31 December 2018: RMB5,146,000), which were
denominated in United States dollars, Hong Kong dollars, Euro,
New Zealand dollars, Australian dollars, and Indonesian rupiah,
respectively, a pledged deposit of approximately RMB5,021,000
(81 December 2018: RMB22,238,000), RMB12,988,000 (31
December 2018: RMB6,825,000) and RMB14,000 (31 December
2018: RMB1,000) which was denominated in United States, New
Zealand dollars and Euro, respectively, and the interest-bearing
bank and other borrowings of approximately RMB3,565,789,000
(81 December 2018: RMB3,376,261,000), RMB6,274,441,000 (31
December 2018: RMB®6,153,396,000), RMB33,136,000 (31
December 2018: Nil) and RMB193,089,000 (31 December 2018:
RMB12,793,000) which were denominated in Hong Kong dollars,
United States dollars, Euro and New Zealand dollars, respectively.
As at 31 December 2018, substantially all of the Group’s assets
and liabilities were denominated in RMB except for the cash and
bank balances of approximately RMB10,991,000 which were
denominated in Danish krone. The fluctuation of the exchange
rates of RMB against foreign currencies could affect the Group’s
results of operations. However, in the opinion of the Directors,
the foreign currency risk exposure is under management’s
control.

Pledge of Assets

As at 30 June 2019, the Group has pledged certain pledged
deposits, other current assets and non-current assets aggregating
to approximately RMB3,187,171,000 (31 December 2018:
RMB3,503,178,000).

Commitments
Details of commitments are set out in Note 28 to the Interim
Financial Statements.
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Change in Information of Directors

Mr. Chen Lang, a non-executive director of the Company,
resigned as a vice chairman of the board of directors and a
member of strategy committee of Shanxi Xinghuacun Fen Wine
Factory Co., Limited (LLUFASIER BRI ADEREAF]) (@ company
listed in Shanghai) and an executive director and the chairman of
the board of directors of China Resources Beer (Holdings)
Company Limited (a company listed in Hong Kong) with effect
from 19 June 2019 and 11 July 2019 respectively.

Corporate Governance

The Company is dedicated to ensuring high standards of
corporate governance with an emphasis on a diligent Board,
sound internal control, and increasing transparency and
accountability to shareholders. The Board acknowledges that
good corporate governance practices and procedures are
beneficial to the Group and its shareholders.

The Company has adopted the code provisions set out in the
Corporate Governance Code during the period (the “CG Code”)
contained in Appendix 14 to the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”) as its own
code of corporate governance practices.

The Board has reviewed the Company’s corporate governance
practices and is satisfied that the Company has been in
compliance with all code provisions of the CG Code during the
six months ended 30 June 2019, except that the Company has
deviated from the Code Provision A.5.1 with the reasons
explained below.

Code Provision A.5.1 of the CG Code provides that an issuer
should establish a nomination committee which is chaired by the
chairman of the board or an independent non-executive director
and comprises a majority of independent non-executive directors.
The Company deviates from this provision as less than half of the
members of the Nomination Committee are independent
non-executive Directors during the six months ended 30 June
2019. The Directors are of the view that each of Mr. Tim @rting
Jorgensen and Mr. Pascal De Petrini is able to carry out his
responsibilities as a member of the Nomination Committee in the
best interest of the Shareholders notwithstanding that he is not an
independent non-executive director as required under Code
Provision A.5.1.
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Board of Directors

As at the date of this interim report, the Board currently
comprises two executive Directors, namely, Mr. Lu Minfang (chief
executive officer) and Mr. Meng Fanjie; four non-executive
Directors, namely, Mr. Chen Lang (Chairman), Mr. Niu Gensheng,
Mr. Tim @rting Jergensen and Mr. Pascal De Petrini; and four
independent non-executive Directors, namely, Mr. Jiao Shuge
(alias Jiao Zhen) (Vice-Chairman), Mr. Julian Juul Wolhardt, Mr.
Zhang Xiaoya and Mr. Yau Ka Chi.

Securities Transactions of Directors

The Company has adopted, in terms no less exacting than, the
standards required by the Model Code set out in Appendix 10 to
the Listing Rules as the Company’s code of conduct and rules
governing dealings by all Directors in the securities of the
Company. The Directors have confirmed, following specific
enquiries by the Company, that they have complied with the
required standard set out in the Model Code throughout the six
months ended 30 June 2019.

Purchase, Sale or Redemption of the
Company’s Listed Securities

Neither the Company nor any of its subsidiaries purchased, sold
or redeemed any of the Company’s listed securities during the six
months ended 30 June 2019.

Audit Committee

The audit committee of the Company (the “Audit Committee”)
currently comprises three independent non-executive Directors,
namely Mr. Yau Ka Chi (chairman), Mr. Julian Juul Wolhardt and
Mr. Zhang Xiaoya. The Audit Committee has reviewed with the
Company’s management and the external auditors, the
accounting principles and practices adopted by the Company and
discussed on auditing, risk management, internal control,
whistleblowing policy and system and financial reporting matters,
including the review of the Group’s unaudited interim financial
statements for the six months ended 30 June 2019. The Audit
Committee has also reviewed this interim report.
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E=ERE

Appendix 16 to the Listing Rules

According to paragraph 40 of Appendix 16 to the Listing Rules
headed “Disclosure of Financial Information”, save as disclosed
herein, the Company confirms that the Company’s current
information in relation to those matters set out in paragraph 32 of
Appendix 16 has not been changed significantly from the
information disclosed in the Company’s 2018 Annual Report.

Investor Relations and Communications

The Company adopts a proactive policy in promoting investor
relations and communications. Regular meetings are held with
institutional investors and financial analysts to ensure two-way
communications on the Company’s performance and
development.

By order of the Board

Jeffrey, Minfang Lu
Chief Executive Officer & Executive Director

Hong Kong, 28 August 2019
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INDEPENDENT REVIEW REPORT

B ERHE

Ernst & Young
22/F, CITIC Tower
1 Tim Mei Avenue
Central, Hong Kong

e
EY:

To the board of directors of
China Mengniu Dairy Company Limited
(Incorporated in the Cayman Islands with limited liability)

Introduction

We have reviewed the interim financial information set out on
pages 51 to 136, which comprises the condensed consolidated
statement of financial position of China Mengniu Dairy Company
Limited (the “Company”) and its subsidiaries (the “Group”) as at
30 June 2019 and the related condensed consolidated
statements of profit or loss, comprehensive income, changes in
equity and cash flows for the six months then ended, and other
explanatory notes. The Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited require the
preparation of a report on interim financial information to be in
compliance with the relevant provisions thereof and International
Accounting Standard 34 Interim Financial Reporting (“IAS 34”)
issued by the International Accounting Standards Board. The
directors of the Company are responsible for the preparation and
presentation of this interim financial information in accordance
with IAS 34. Our responsibility is to express a conclusion on this
interim financial information based on our review. Our report is
made solely to you, as a body, in accordance with our agreed
terms of engagement, and for no other purpose. We do not
assume responsibility towards or accept liability to any other
person for the contents of this report.

FERFAEERAT T NFHERE
RKETRIETZER Tel E2F: +852 2846 9888
BERETIRAERIE 157 Fax {52 +852 2868 4432
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B ERRE

Scope of Review

We conducted our review in accordance with Hong Kong
Standard on Review Engagements 2410 Review of Interim
Financial Information Performed by the Independent Auditor of the
Entity issued by the Hong Kong Institute of Certified Public
Accountants. A review of interim financial information consists of
making inquiries, primarily of persons responsible for financial and
accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit
conducted in accordance with Hong Kong Standards on Auditing
and consequently does not enable us to obtain assurance that
we would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit
opinion.

Conclusion

Based on our review, nothing has come to our attention that
causes us to believe that the interim financial information is not
prepared, in all material respects, in accordance with IAS 34.

Ernst & Young
Certified Public Accountants

Hong Kong
28 August 2019
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INTERIM CONDENSED CONSOLIDATED
STATEMENT OF PROFIT OR LOSS

FHIEAGSERER

For the six months ended 30 June 2019

BE=-ZE—-NEANA=1tHLANEA

2019 2018
—ZE-hF —ZT—N\F
(Unaudited) (Unaudited)
(REEEZR) (REEZ)
RMB’000 RMB’000
AR® TR ARBFIT
Revenue WA 4 39,857,239 34,474,336
Cost of sales iz A=W (24,278,510) (20,952,057)
Gross profit EF 15,578,729 13,522,279
Other income and gains HAh WA e e 4 292,973 267,221
Selling and distribution expenses HERKIEER (11,317,690) (9,975,083)
Administrative expenses TEHER (1,585,750) (1,360,443)
Impairment losses on financial and &R M A KB EREEE
contract assets, net P (88,817) (42,476)
Other expenses HihE A 5 (575,646) (465,851)
Interest income AEMA 510,908 398,429
Finance costs A& R A 7 (321,917) (226,497)
Share of profits/(losses) of JE A B N A
associates I, (EE) 103,140 (100,514)
Profit before tax i A0 F 8 6 2,595,930 2,017,065
Income tax expense FriS iz i 8 (435,298) (358,502)
Profit for the period 7R HA F 2,160,632 1,658,563
Attributable to: AR & 5 4G
Owners of the Company ViN/NETE Z N 2,076,926 1,562,013
Non-controlling interests FEPE IR AR R A 83,706 96,550
2,160,632 1,658,563
Earnings per share attributable AAREBRESA
to ordinary equity holders of EEEREFN (AER
the Company (expressed in ARM¥TE)
RMB per share) 11
Basic BN 0.531 0.400
Diluted s 0.531 0.400
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INTERIM CONDENSED CONSOLIDATED
STATEMENT OF COMPREHENSIVE INCOME
TS RAE 2 EWER

BE=-ZE—-NEANA=1tHLANEA

For the six months ended 30 June 2019

2019 2018
—E-hE —ZE-N\F
(Unaudited) (Unaudited)
(REER) (REEEZ)
RMB’000 RM‘B’OOO
AR% Tt ARMET T
Profit for the period ZXHA R 5 2,160,632 1,658,563
Other comprehensive loss HttzmEER
Other comprehensive income/{loss) that HiE R E# S B2 Eam A
may be reclassified to profit or loss 2 Ezs (EE)
in subsequent periods:
Exchange differences: ME W =58
Exchange differences on translation of MEGINETSHIE X ZFE
foreign operations (34,791) (87,974)
Cash flow hedges: RemEH A
Effective portion of changes in fair value Y= ZL‘H;@”‘J/EP TERARE
of hedging instruments arising during BE}NERSS
the period (12,988) 17,838
Share of other comprehensive loss of DB E R R Ea 2 mEE
associates (3,742) (12,794)
Net other comprehensive loss that HEHEEF2BEEREN
may be reclassified to profit or loss Hith2EEEFE
in subsequent periods (51,521) (82,930)
Other comprehensive income/(loss) that HEHRITEEH 7 EE 8w
will not be reclassified to profit or loss B E 2 B 7 / (F5/8) -
in subsequent periods:
Equity investments designated at fair value ~ #EE RN AR Ex 8 A HE
through other comprehensive income: BT ONH Ath 2 T U E A AR AR
BE
Changes in fair value NREE (15,176) (143,816)
Share of other comprehensive income of S —HEE AR EMEE
an associate e 78 —
Net other comprehensive loss that HEHBTEEmsBEERE
will not be reclassified to profit or HNEMZHEEEFSE
loss in subsequent periods (15,098) (143,816)
Other comprehensive loss, net of tax Hih2HEE > HIBRFIE (66,619) (226,746)
Total comprehensive income for the AEZHEIELEEE
period 2,094,013 1,431,817
Attributable to: PR T R4
Owners of the Company ViN/NEIE7Z =N 2,008,499 1,353,331
Non-controlling interests FEFE AR AR R A = 85,514 78,486
2,094,013 1,431,817
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INTERIM CONDENSED CONSOLIDATED
STATEMENT OF FINANCIAL POSITION
HHIRS B AR & B AR 3R

30 June 2019

—E-hFAXA=+H

—E-NEFRHRE

30 June 31 December
2019 2018
—E-hEF —ZE—N\F
ANA=tH +T=-A=+—H
(Unaudited) (Audited)
(REER) (B5Ez)
Notes RMB’000 RMB’000
B 5 AR®T T ARBFIT
NON-CURRENT ASSETS REBEE
Property, plant and equipment L E N 12 10,730,834 14,733,924
Construction in progress EEIR 13 1,495,644 2,208,125
Investment properties A 64,231 73,785
Right-of-use assets FREEE 2(a) 1,336,319 —
Land use rights T b R - 1,120,666
Goodwill GRS 14 4,334,109 4,681,492
Other intangible assets HtmEEE 2,157,831 2,298,075
Investments in associates REEE N FIHIRE 15 7,203,858 7,202,363
Deferred tax assets FEFRIBE E 1,042,350 1,041,626
Biological assets EYEE - 1,136,600
Derivative financial instruments PTESMIA 10,271 28,598
Other financial assets HthemEE 16 3,991,792 2,131,485
Long term prepayments REIFE K 28,264 64,140
Total non-current assets BWIEREBEE 32,395,503 36,715,879
CURRENT ASSETS REEE
Other financial assets HthemEE 16 14,616,086 11,819,198
Derivative financial instruments TEEsRIA 20,944 49,212
Inventories FE 17 3,137,441 4,281,919
Trade and bills receivables FEUER R R EIE 18 4,186,726 2,891,973
Prepayments, other receivables TEfTR - E U RIE K
and other assets Hih&EE 2,696,859 2,777,593
Pledged deposits RESFX 19 337,895 623,495
Cash and bank balances Be MIBITHEF 19 4,731,344 7,297,988
29,727,295 29,741,378
Assets of a disposal group NEABENFENEEMR
classified as held for sale NEE 9 11,635,812 —
Total current assets B ENEE 41,363,107 29,741,378
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
RSB S MR R

30 June 31 December
2019 2018
—E-AF — )\
~NA=tH +=-A=+—8H
(Unaudited) (Audited)
(REEEZR) (&%)
RMB’000 RMB’000
AR% Tt ARBFIT
CURRENT LIABILITIES REBAEE
Trade and bills payables JETBR N R IR 20 7,022,891 7,021,542
Other payables and accruals HENREBEREBERER 21 8,106,414 10,889,417
Interest-bearing bank and FERITREMEER
other borrowings 22 9,150,242 6,522,915
Other loans HER - 22,912
Derivative financial instruments TESmMITA 22,492 9,705
Deferred income iR IE YA 77,637 170,261
Income tax payable FERETEEL 298,094 472,366
24,677,770 25,109,118
Liabilities directly associated with HAOMARERENEE
the assets classified as held BHEHEENERE
for sale 9 10,314,969 —
Total current liabilities wREaE 34,992,739 25,109,118
NET CURRENT ASSETS FERBEE 6,370,368 4,632,260
TOTAL ASSETS LESS CURRENT #EERRBAE
LIABILITIES 38,765,871 41,348,139




FESESUXERAFT —FTNAFPHRE 055

INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
hHEIS AR S MBARR R

30 June 31 December
2019 2018
—E-hEF —T-N\F
ANA=tHR +-A=+—H
(Unaudited) (Audited)
(REER) (&%)
Notes RMB’000 RMB’000
B AR®T T ARBFIT
NON-CURRENT LIABILITIES FRBEE
Interest-bearing bank and other FFERITREMEE
borrowings 22 4,993,571 8,192,400
Long term payables REAEN FRIB - 814
Deferred income IR IE YA 255,233 856,120
Deferred tax liabilities EEFIAEAE 209,075 206,122
Derivative financial instruments TEEmMIA - 17,457
Other financial liabilities e = R 23 1,632,671 1,610,947
Total non-current liabilities BIERBEE 7,090,550 10,883,860
NET ASSETS FEE 31,675,321 30,464,279
EQUITY &
Equity attributable to owners NRAFHE AEGEER
of the Company
Share capital fi% < 24 357,902 357,602
Treasury shares held under share KERBEITEAEN
award scheme EfFE 5 (176,518) (218,717)
Other reserves EAth 11,812,341 12,450,930
Retained earnings REFHE 14,699,475 12,622,549
26,693,200 25,212,364
Non-controlling interests FEZE IR AR SR R A 4,982,121 5,251,915
TOTAL EQUITY s 31,675,321 30,464,279

Chen Lang Jeffrey, Minfang Lu
IR BA & SR
Director Director
EE EFE
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INTERIM CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY
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INTERIM CONDENSED CONSOLIDATED
STATEMENT OF CASH FLOWS
HHISARE RS RER

For the six months ended 30 June 2019

BE=-ZE—-NEANA=1tHLANEA

2019 2018
S} Py —=-NE
(Unaudited) (Unaudited)
(RBER) (REEZ)
Notes RMB’000 RMB’000
B 5 ARETR ARETT
Cash flows from operating activities REEBREENRESRE
Profit before tax: BRIADE - 2,595,930 2,017,065
Adjustments for: HTISEELAE
Interest income FBUA (510,908) (398,429)
Finance costs & A A 7 321,917 226,497
Depreciation of property, plant and mE - BERSETE
equipment 6 966,505 840,178
Depreciation of right-of-use assets FREEERE 6 92,423 —
Depreciation of investment properties BEMERE 6 1,146 1,318
Amortisation of land use rights T PR 8 6 - 14,335
Amortisation of other intangible assets HibEm A8 E 6 44,583 31,643
Loss on disposal of items of property, REME  WERSZHEZ
plant and equipment &8 5 18,076 11,604
Gain on disposal of a disposal group HESHARAFRENEE
classified as held for sale N 4 - (34,991)
Impairment losses on financial and SRRENEERBEREE
contract assets, net FER 88,817 42 476
Provision for other intangible assets Hihmp & ERE 5 1,332 —
Write-down of inventories to net FEMRBRENEHFE
realisable value 5 46,326 97,202
Amortisation of deferred income — BREWAEE — EWMEE
assets other than biological assets LASNE) & B 4 (52,919) (39,689)
Share of losses/(profits) of associates FE(REE & D RIEE,
(7)) (103,140) 100,514
Losses arising from changes in fair value WEDREREERAR 2
less cost to sell of dairy cows BELEMERE 5 94,098 52,682
Net fair value loss/(gain) on zero coupon ZEZZFIHMNTENR
exchangeable bonds due 2022 BEH 2 AREER/
(Yeas) 588 4/5 48,028 (3,492)
Foreign exchange gains, net FE 5 W a5 58 4 (30,307) (9,405)
Net fair value loss on forward currency REHINESHARE
contracts E 18 F 5 5 3,199 1,626
Net fair value loss on a convertible AR REEER 2
promissory note NAEEIEFE 5 165 1,045
Net fair value loss on warrants and R B R B R
subscription rights of warrants ZAREBEFE 5 29,123 —
Equity-settled share option arrangements LARR 193 2 1+ A0 s IR 2 2 B 25 112,253 18,696
Share award scheme &SI 26 52,397 43,405




INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
HHEBRGSRERE

TERTAXERLF

ST NERREE

2019 2018
—E-hF —E-N\FE
(Unaudited) (Unaudited)
(REER) (REgEZ)
RMB’000 RMB’000
ARB T ARET T
3,819,044 3,014,280
Decrease in other financial assets — HtemiEEmR) — BT8
entrusted loans to certain dairy farmers :Fﬁ)}%ﬁ’\]?%%g%k 12,860 89,582
Decrease/(increase) in inventories SR, (Em) 236,365 (427,300)
Increase in trade and bills receivables }ﬂ&ﬁﬁ X R BRI N (1,604,270) (636,210)
Increase in pledged deposits REBEFHIEM (131,037) (122,984)
Decrease/(increase) in prepayments, other — FEN 0 - E b EIRFRTB R E M
receivables and other assets BERD,/(EM) (348,083) 320,403
Increase in trade and bills payables JETER A R IR 1,092,272 781,233
Increase in other payables and accruals At B FRIE R TR IR B S 0 611,967 1,064,747
Cash generated from operations REEBEENES 3,689,118 4,083,751
Interest paid ZHF &, (262,853) (219,029)
Income taxes paid SRS (785,982) (464,376)
Net cash flows from operating REEBREENTEESRE
activities 2,640,283 3,400,346
Cash flows from investing activities RETHEENRESRE
Proceeds from disposal of items of BREWE  BERRERS
property, plant and equipment A 4,599 54,477
Proceeds from disposal of biological assets & & 4+ ¥ & E {3 7E 74,091 17,077
Proceeds from disposal of other intangible REEMENAENENE
assets ) 974
Proceeds from disposal of a disposal group HEDEAZFEFENRER
classified as held for sale FTi§ 318 - 252,822
Purchase of items of property, plant and BEME J?Bi% K&
equipment (799,738) (4783,660)
Purchase of construction in progress BETEIRE 13 (845,285) (836,643)
Purchase of other intangible assets BEEMELEE (11,356) (841)
Purchase of land use rights included in BEFACHEEEN TME
right-of-use assets A% (35,409) (14,634)
Purchase of biological assets BEEWMEE (307,589) (104,216)
Prepayment of purchase of biological BEEMEENENK
assets (75,046) —
Decrease/(increase) of time deposits with JREIER A A =18 A LA _E&)E A
original maturity of more than three TR/ (35 h)
months (817,713) 1,140,350
Purchase of investment deposits BEREFN (9,036,783) (8,976,000)
Withdrawal of investment deposits B & 7R 5,330,222 7,574,113
Purchase of a listed equity investment BEFTRAEE (64,253) —
Increase in other financial assets Hitb e & =M (1,135,000) (1,061,000)
Withdrawal of other financial assets WEEmemEE 1,135,000 1,061,000
Interest received W EY FI) 8 500,769 451,311
Dividends received from associates U HR ’éﬁ%’& AR E 2,480 1,508
Prepayment of purchase consideration for — F{T U — R 1 B AR RE A U
an acquisition of a subsidiary B = (328,963)
Acquisition of subsidiaries WEEF R F] (2,851) 93,061
Receipt of government grants related to WHEERTEEREMEE
purchase of fixed assets and biological HEBR#E S
assets 59,756 75,220
Net cash used in investing activities REZBFMARSFRE (6,024,106) (1,073,954)
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

TR RENRE

2019
ZE-hF
(Unaudited)

(REE)
RMB’000
AR®BT R

2018
—N\&F
(Unaudited)
(REER)
RMB’000

ARETT

Cash flows from financing activities METHEENRERE
Proceeds from interest-bearing bank loans .ﬁr SIRITERMEBHIE 5,532,672 3,901,312
Proceeds from super short-term RHRE RS RIE

commercial papers 1,000,000 -
Repayment of interest-bearing bank loans E%Ef SRITER (3,235,541) (3,751,435)
Decrease/(increase) in pledged deposits for RAORBSTFRRL

bank loans (i‘ 7][]) 185,994 (90,995)
Repayment of other loans BEHEMER - (4)
Repayment of long term payables EERIENRIA (17,954) (16,641)
Acquisition of non-controlling interests W Bg IE 1% Hxﬁx%?ém (9,048) —
Principle portion of lease payments HENFHARE TS (73,162) —
Disposal of equity interests in subsidiaries ~ HEFRAFZIRE BB RER

without loss of control i 4) 150 446
Capital injection from non-controlling R R EREE

interests 104,370 2,000
Shares issued under equity-settled share IR LA BRAD 32 1+ O B R A %

option arrangements BT 53,726 -
Dividends paid to owners of the Company AR AHEA AR E (708,968) (482,827)
Dividends paid to non-controlling interests S FEIE R IR RiEm AR B (368,818) (23,232)
Net cash flows from/(used in) financing ®EEEEL (Fff)E2HE

activities RE 2,463,421 (461,376)
Net increase/(decrease) in cash and cash  BH& MEEEEYIL N

equivalents OBD) F58 (920,402) 1,865,016
Cash and cash equivalents R—B-HNBRERELSE

at 1 January &Y 4,370,494 3,129,444
Effect of foreign exchange rate changes, EXEHNTE(FE)

net 619 547
Cash and bank balances attributable to a R EAEIERE RIRTEF

disposal group (797,123) -
Cash and cash equivalents at RAB=Z+THENEEREEE

30 June Y 2,653,588 4,995,007
Analysis of balances of cash and cash BE&RREZEEWEBDIFT

equivalents
Cash and bank balances as stated in the WA EARSBA4R A B S ARRL R

interim condensed consolidated FIBREIR € RIR1THTF

statement of financial position 4,731,344 6,846,712
Time deposits with original maturity of more  REIEIH & =18 A A L&y E 8

than three months T{zm (2,077,756) (1,851,705)
Cash and cash equivalents as stated in the M EHBAGABRLRERT

interim condensed consolidated IR RACEED

statement of cash flows 2,653,588 4,995,007
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NOTES TO INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION
FHIE ARG S M ERME

30 June 2019 —E-hFAXA=+H

Basis of Preparation

The interim condensed consolidated financial statements for
the six months ended 30 June 2019 has been prepared in
accordance with IAS 34 Interim Financial Reporting and the
disclosure requirements of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong
Limited. The interim condensed consolidated financial
information does not include all the information and
disclosures required in the annual financial statements, and
should be read in conjunction with the Group’s annual
consolidated financial statements for the year ended 31
December 2018.

Changes in Accounting Policies and
Disclosures

The accounting policies adopted in the preparation of the
interim condensed consolidated financial statements are
consistent with those applied in the preparation of the
Group’s annual consolidated financial statements for the
year ended 31 December 2018, except for the adoption of
new and revised International Financial Reporting Standards
(“IFRSs”) effective as of 1 January 2019.

BB %
BHE_Z-—AFAA=+AHLESNEANS
HRSRAAR A M S R 2 IR R AR 5T 28]
FEUR P Y HHRE | RBEBHER S
BRAGBBSF LEMAMNZERRERE -
AP HEREAS VBRI RESEFFEH
BREMBHEFEEREE  WEER
SEEE=_ZT - N\FTA=+—HBL#HF
ENFEHLREMBRER—HEE -

EHBEBBREE

RE T RSV RRARAN S
BEREREZTBE_ZT-N\F+-A
St RLFEAREFERAPVBRE
— B BRERAFFIREEIIR T —NF
— B — B AR BRI 5 Al ([ BIRR
HERELER])

Amendments to IFRS 9

B B B 75 e 5 ZE R BB 9 SR AU ME T

IFRS 16

I B B 75 e 5 A BI 2B 1658

Amendments to IAS 19

Bl &5t %A 195% M(EE]
Amendments to IAS 28

RE s 2RI 28R M S ET

IFRIC 23

BRI M ERELZ B g E235%
Annual Improvements 2015-2017 Cycle
CE - AFEER - E L F AR RS

Prepayment Features with Negative Compensation

BB BRI HIFIE

Leases

HE

Plan Amendment, Curtailment or Settlement

ATEIELE - FR AR

Long-term Interests in Associates and Joint Ventures

RBERIREEPRZ R #E

Uncertainty over Income Tax Treatments

iR EEZ THEE M

Amendments to IFRS 3, IFRS 11, IAS12 and IAS 23

BURR B TS s RSB 35K - BIPRBA TS G LRI E 1158 -
REEHERIE125% KRB g5t RIFE 23R HEET
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Changes in Accounting Policies and
Disclosures (continueq)

Other than as explained below regarding the impact of
IFRS 16 Leases, Amendments to IAS 28 Long-term
Interests in Associates and Joint Ventures and IFRIC 23
Uncertainty over Income Tax Treatments, the revised
standards are not relevant to the preparation of the Group’s
interim condensed consolidated financial information. The
nature and impact of the new and revised IFRSs are
described below:

(a) IFRS 16 replaces IAS 17 Leases, IFRIC 4 Determining
whether an Arrangement contains a Lease, SIC-Int 15
Operating Leases — Incentives and SIC-Int 27
Evaluating the Substance of Transactions Involving the
Legal Form of a Lease. The standard sets out the
principles for the recognition, measurement,
presentation and disclosure of leases and requires
lessees to account for all leases under a single on-
balance sheet model. Lessor accounting under IFRS
16 is substantially unchanged from IAS 17. Lessors
will continue to classify leases as either operating or
finance leases using similar principles as in IAS 17.
Therefore, IFRS 16 did not have any financial impact
on leases where the Group is the lessor.

The Group adopted IFRS 16 using the modified
retrospective method of adoption with the date of
initial application of 1 January 2019. Under this
method, the standard is applied retrospectively with
the cumulative effect of initial adoption as an
adjustment to the opening balance of retained
earnings at 1 January 2019, and the comparative
information for 2018 was not restated and continues
to be reported under IAS17.

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
RS BAAR S WS E R

EMEREBREE

B T X Pt A 8 B R B 765 ¥R o ZE RSB 165%
HE - BR s BRI E 28R B 22 7] R
B ELR R ERNER] MERMBR
TRBREQERRIFHBEES THETE
HOFEN  REFTEABFEANEEP
RS E M BERER - #5] REEFT
MBIRM R EERNEE RZENT

(a) BEFBEHRSENFI6HNAERS
SHERFENTRAE  BEREM RS2
BRBEFRIRECLHELEAH
E FHnEZEE — 2EFE15%
HEHE — EEREGREZES
— BEREIRFESRBEELEE
AXZHAE - R HE ®
RFE2IEREERA - WEKX
ERAEE-EERBERABRIFE
HREMHE - BRMBHRELEAE16
B TRENABASHEERS
FHERIEA7THRIBA MR ENL BEE T
B o AT AR MR IR R R & 5T
RERNF17FARLU D BRA LS
HEXREHEEFELRY - Bt
BB mEERE16REANEE S
HMANBEEY BRETAMBEZE -

AEEBBRALETERERANE
R BEHREERNE165 AN _—F
—NE—A—BUKBER - RIEZT
- BEPEBZEL - MEXER
HZEAMBFAFERUY T —NF—
A—BREBBNBIGEHOFEE - M
TR N\ENAELERENLRE
5 BBIREBEEE S ERIE17H
TIANER -



2. Changes

FESESUXERAFT —FTNAFPHRE

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

in Accounting Policies and

Disclosures (continueq)

(a)

Adoption of IFRS 16
New déefinition of a lease

Under IFRS 16, a contract is, or contains a lease if
the contract conveys a right to control the use of an
identified asset for a period of time in exchange for
consideration. Control is conveyed where the
customer has both the right to obtain substantially all
of the economic benefits from use of the identified
asset and the right to direct the use of the identified
asset. The Group elected to use the transition
practical expedient allowing the standard to be
applied only to contracts that were previously
identified as leases applying IAS 17 and IFRIC 4 at
the date of initial application. Contracts that were not
identified as leases under IAS 17 and IFRIC 4 were
not reassessed. Therefore, the definition of a lease
under IFRS 16 has been applied only to contracts
entered into or changed on or after 1 January 2019.

At inception or on reassessment of a contract that
contains a lease component, the Group allocates the
consideration in the contract to each lease and non-
lease component on the basis of their standard-alone
prices. A practical expedient is available to a lessee,
which the Group has adopted, not to separate non-
lease components and to account for the lease and
the associated non-lease components (e.g., property
management services for leases of properties) as a
single lease component.

2.

RS BAAR S WS E R

EBEBBREEw

(

a

~

B 40 B B B S 3R 5 E R SE 1655
HE I T

RIBEIFR M AR EERIE165E © A
MRBBRRENR TE—RERAR
AP EENERE  AZANREE
SBEEHE HEFAREERAH
PEEPEIBARIYEENm B
REZRERABIEE  BIRTHES
T ARBEREERBEAITE
A BEYRERB Y EAER
BB ERIEA TR RER M RS
REZBEFIRIFNAEENSLD
FERZEL - RIBER 2 ERIF 17
HRBERMEREREZ BSR4
AREBFNSHEEN S OL KT AEH
Al o EIt - BIFREA S S ERI 16
FNHETRERRARE_T—NF
—A—BHZRFITUKBEENGL -

SHEARE DA NFREK
EEHWBENNEE  AEESZ

HWRTANRESEERHEEAMNK
B0 MIFTHEEME D (AE BB
RREE) EABANRBARED
RN RIITREIA N IR E AR RCED
DR - MiGHEEEKE D EEE
FHEEKED (AHEMENYE
EERBE)ELS—RE-HEAKE
N

)
o> 48 @

ok
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

AR

2. Changes

REMBERIMEE

in Accounting Policies and

Disclosures (continueq)

(a)

Adoption of IFRS 16 (continued)
As a lessee — Leases previously classified as

operating leases

Nature of the effect of adoption of IFRS 16

The Group has lease contracts for various items of
property, machinery, vehicles and other equipment. As
a lessee, the Group previously classified leases as
either finance leases or operating leases based on the
assessment of whether the lease transferred
substantially all the rewards and risks of ownership of
assets to the Group. Under IFRS 16, the Group
applies a single approach to recognise and measure
right-of-use assets and lease liabilities for all leases,
except for two elective exemptions for leases of low
value assets (elected on a lease by lease basis) and
short-term leases (elected by class of underlying
asset). The Group has elected not to recognise right-
of-use assets and lease liabilities for (i) leases of low-
value assets (e.g., laptop computers and telephones);
and (i) leases, that at the commencement date, have
a lease term of 12 months or less. Instead, the Group
recognises the lease payments associated with those
leases as an expense on a straight-line basis over the
lease term.

Impacts on transition

Lease liabilities at 1 January 2019 were recognised
based on the present value of the remaining lease
payments, discounted using the incremental borrowing
rate at 1 January 2019 and included in interest-
bearing bank and other borrowings.

2.

SHHEEHRIFEw
(a)

PR A0 B R B 75 o 5 ZE B 5B 1655

FRABI R 5 3R & 2B R 1655 /) &
AEBBEELZHYE  #Haz ER
HREOEESA - ERAMEA -

AEBEENBREZHERETEHEE
EFMAENEARD DHEERE T
AEENFE  SHESBEARER
EXEEHE - REBRYHHREE
AIZE16% AEEMEHERAE
—HJDAER M EEREEE R
EafE REEEEEMRE (ZEH
HEEEEE) NEREE (RERE
ERNER)NMBARELER 2R
Sho REBEDEETHONEEEEE
(NFREMEEE)BE + R(i)EH
MAREEHA12EASATHES
ERERBEEENREERE - MMMK
2 AEEKERAZEHENHEN
REEEHRNRBEREERR/FAX

R-ZE-NF-A-BZHEERER
FAEENFNAE LEA-F
—NE—B—BrIEEERFXRMEA
& T OAMERR - AWEF AT BRITREM

fBE -



2. Changes

FESESUXERAFT —FTNAFPHRE

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

in Accounting Policies and

Disclosures (continueq)

(a)

Adoption of IFRS 16 (continued)
As a lessee — Leases previously classified as
operating leases (continued)

Impacts on transition (continued)

The right-of-use assets were measured at the amount
of the lease liability, adjusted by the amount of any
prepaid or accrued lease payments relating to the
lease recognised in the statement of financial position
immediately before 1 January 2019. All these assets
were assessed for any impairment based on IAS 36
on that date. The Group elected to present the right-
of-use assets separately in the statement of financial
position.

The Group has used the following elective practical
expedients when applying IFRS 16 at 1 January
2019:

° Applied the short-term lease exemptions to
leases with a lease term that ends within 12
months from the date of initial application

° Used hindsight in determining the lease term
where the contract contains options to extend/
terminate the lease

° Applied a single discount rate to a portfolio of
leases with reasonably similar characteristics,
and excluded initial direct costs from the
measurement of the right-of-use asset at the
date of initial application

2.

RS BAAR S WS E R

EBERSBREEW

—

~

B iW B

Hﬁi#ﬁz%' | 551655

B EE )
FRELERREE _T—hF—A
—BRTHBRNERACERE S
AN S A EN RS FEIED
ABRENHERABRSHENE - TBEZ
EEERZAHRERE S ELE
36SREL AR AR T E - ANEEIE
BRUBMRARTPEBE2IERAREE
o

AR ERIE 16 B TR S
HRIITREE -

o  HBEHERRVMKERBHRKRI2
18 A 7 & m 1 12 & FE R %2 Bl

%

s MANBELER/EILHEEN
EBEE ARERETHEHEY
BR

s HE-MAXEARAAEMNR
BUBENEEHAS T
ERMEER B EERE
BEMNTBREERKRA
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
RS BAAR S WS E R

2. Changes in Accounting Policies and 2. 2 BEXEHREEw
Disclosures (continueq)
(a) Adoption of IFRS 16 (continueq) (a) ?mimlfﬁ%l—iﬁﬁﬁ%#& ZE BI 251658 @0
As a lessee — Leases previously classified as %
operating leases (continued)

Impacts on transition (continued) BERFEE
The impacts arising from the adoption of IFRS 16 as RZE— 7L¢ A — B R BIPR B s
at 1 January 2019 are as follows: WEERE16RAMEENTENT ¢
Increase/
(decrease)
#gin,/ (HA)
RMB’000
ARET T
(Unaudited)
(REEzEZ)
Assets BE
Increase in right-of-use assets 7 A& =32 N 1,684,269
Decrease in land use right + M {5 A R (1,120,666)
Decrease in prepayments, other receivables AR HtElsmE R EmE
and other assets ERd (145,397)
Decrease in long term prepayments RETE OB A (29,681)
Increase in total assets 428 EE 18 0 388,525
Liabilities afE
Increase in interest-bearing bank and other FHERITREME TG M
borrowings 388,525

Increase in total liabilities FEG=R g Bl 388,525




2. Changes

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
B REERIRE

Disclosures (continueq)

(@)

Adoption of IFRS 16 (continued)

As a lessee — Leases previously classified as

operating leases (continued)

Impacts on transition (continued) BERZE s
The lease liabilities as at 1 January 2019 reconciled to —E-NF— ﬂ HOHEEBEER

the operating lease commitments as at 31 December

2018 is as follows:

Operating lease commitments as at

FESESUXERAFT —FTNAFPHRE

SRR S

(a) Tykﬁﬁilf"’%ﬁﬁ%#& E

7%92‘3’\]%?,35@7—-

in Accounting Policies and 2. S HXEFHRFEEw

LS

165J5b(i’

—N\E+-A=+T—HELHE

RMB’000

ARBTT

(Unaudited)
(REEFEZ)

R-Z2-NF+=ZA=+—-H

31 December 2018 "é‘éMﬁﬁﬁF 615,360
Weighted average incremental borrowing rate RZZE-—NF—HA—HH
as at 1 January 2019 NiEF LB A E K 4.68%
Discounted operating lease commitments as at RZ-Z—AF—F —HEEH
1 January 2019 AT & R E 546,069
Less: Commitments relating to short-term B BERAEE R ERGHE
leases and those leases with a EHR_ZT—-NF+=AH
remaining lease term ending on or =t —HXZAEERE
before 31 December 2019 HEAIE (136,115)
Commitments relating to leases of FHRERBEAENHEAE
low-value assets (21,429)

Lease liabilities as at 1 January 2019

R-ZZE-NE—-A—-HBNHEE
aE

388,625
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

AR

2. Changes

REMBERIMEE

in Accounting Policies and

Disclosures (continueq)

(a)

Adoption of IFRS 16 (continued)
Summary of new _accounting policies

The accounting policy for leases as disclosed in the
annual financial statements for the year ended 31
December 2018 is replaced with the following new
accounting policies upon adoption of IFRS 16 from 1
January 2019:

Right-of-use assets

Right-of-use assets are recognised at the
commencement date of the lease. Right-of-use assets
are measured at cost, less any accumulated
depreciation and any impairment losses, and adjusted
for any remeasurement of lease liabilities. When the
right-of-use assets relate to interests in leasehold land
held as inventories, they are subsequently measured
at the lower of cost and net realisable value in
accordance with the Group’s policy for “inventories”.
The cost of right-of-use assets includes the amount of
lease liabilities recognised, initial direct costs incurred,
and lease payments made at or before the
commencement date less any lease incentives
received. Unless the Group is reasonably certain to
obtain ownership of the leased asset at the end of the
lease term, the recognised right-of-use assets are
depreciated on a straight-line basis over the shorter of
the estimated useful life and the lease term. When a
right-of-use asset meets the definition of investment
property, it is included in investment properties.

2.

SHBREHREEw
(@) ERANEIPR 7SR5 ZE B 251655 @)

HRHBEHE

BE_T-/\F+-_A=1+—BLLF
ERFENBRRABRENAEAS
ARREHA-_FT-hF—A—BEX
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EHEEE

EREEENEERSR B R - £
REEENRAREMRITE RE
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HEERFERBMNHAE M ERS
MHRER - HERREBEASE[FE IR
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2. Changes

FESESUXERAFT —FTNAFPHRE

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

in Accounting Policies and

Disclosures (continueq)

(a)

Adoption of IFRS 16 (continued)
Summary of new accounting policies (continued)

Lease liabilities

Lease liabilities are recognised at the commencement
date of the lease at the present value of lease
payments to be made over the lease term. The lease
payments include fixed payments (including
substance fixed payments) less any lease incentives
receivable, variable lease payments that depend on an
index or a rate, and amounts expected to be paid
under residual value guarantees. The lease payments
also include the exercise price of a purchase option
reasonably certain to be exercised by the Group and
payments of penalties for termination of a lease, if the
lease term reflects the Group exercising the option to
terminate. The variable lease payments that do not
depend on an index or a rate are recognised as an
expense in the period in which the event or condition
that triggers the payment occurs.

in-

In calculating the present value of lease payments, the
Group uses the incremental borrowing rate at the
lease commencement date if the interest rate implicit
in the lease is not readily determinable. After the
commencement date, the amount of lease liabilities is
increased to reflect the accretion of interest and
reduced for the lease payments made. In addition, the
carrying amount of lease liabilities is remeasured if
there is a modification, a change in future lease
payments arising from change in an index or rate, a
change in the lease term, a change in the in-
substance fixed lease payments or a change in
assessment to purchase the underlying asset.

2.
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HEEE
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
I RAAR S M E R RE

2. Changes

in Accounting Policies and

Disclosures (continueq)

(@)

Adoption of IFRS 16 (continued)

Significant judgement in determining the lease term
of contracts with renewal options

The Group determines the lease term as the non-
cancellable term of the lease, together with any
periods covered by an option to extend the lease if it
is reasonably certain to be exercised, or any periods
covered by an option to terminate the lease, if it is
reasonably certain not to be exercised.

Amounts recognised in the interim condensed
consolidated statement of financial position and
profit or loss

The carrying amounts of the Group’s right-of-use
assets and lease liabilities (included within ‘interest-
bearing bank and other borrowings’), and the
movement during the period are as follows:

(@)

B REEBHRBEE
%%lﬁ%ﬁﬁ%&@

163[% ()

AEESEEREE R TAREES
- WEEEERTEEREENE
2 HENREREZEREMRE
MWEMHE  XESEREF ST
ERIERER R ZRE - BERZE
BREFMRER T -

B4R o B )

D% EE

S

AEBERHEANEREAERAERRE
GEATFRRITRAMER]) MRE
BEREBWT -

Right-of-use assets

EREEE
Building Plant
and and Office Motor Land Lease
structures  machinery  equipment vehicles  use rights Total liabilities
EEREEY BEREE  BORE RE Lh{ERE &  HEaR
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTT AR¥TR AR%TR AR¥TR AR%Tr ARETR AR¥ET:R
As at 1 January 2019 RIB-NE
-A-A 59319 273,032 15,771 462 1335685 1684269 388525
Additions RE 45,611 118,703 - - 35,409 199,723 180,802
Acquisition of a subsidiary WE-RFAA = = - - 24,003 24,003 -
Depreciation charge HERX (183,895) (53,394) (4,278) (89) (20,767) (92,423) -
Interest expense FEXH - - - - - - 8,132
Payments DES — = = — = = (73,162)
Transfer to assets of a @fé‘“ BAkE
disposal group classffied HREMREAR
as held for sale éE (504) (4050 (11,499 - (463,116) (479253  (87,584)
As at 30 June 2019 R-E-h%
~A=ZTH 90,441 334,291 = 373 911,214 1,336,319 416,713
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FESESUXERAFT —FTNAFPHRE

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

in Accounting Policies and

Disclosures (continueq)

(a)

Adoption of IFRS 16 (continued)

Amounts recognised in the interim condensed
consolidated statement of financial position and

profit or 0SS (continued)

The Group recognised rental expenses from short-
term leases of RMB125,688,000, leases of low-value
assets of RMB15,290,000 and variable lease
payments not based on index or rate of
RMB25,642,000 for the six months ended 30 June
2019.

Amendments to IAS 28 clarify that the scope exclusion
of IFRS 9 only includes interests in an associate or
joint venture to which the equity method is applied
and does not include long-term interests that in
substance form part of the net investment in the
associate or joint venture, to which the equity method
has not been applied. Therefore, an entity applies
IFRS 9, rather than IAS 28, including the impairment
requirements under IFRS 9, in accounting for such
long-term interests. IAS 28 is then applied to the net
investment, which includes the long-term interests,
only in the context of recognising losses of an
associate or joint venture and impairment of the net
investment in the associate or joint venture. The
Group assessed its business model for its long-term
interests in associates and joint ventures upon
adoption of the amendments on 1 January 2019 and
concluded that the long-term interests in associates
and joint ventures continue to be measured at
amortised cost in accordance with IFRS 9.
Accordingly, the amendments did not have any impact
on the Group’s interim condensed consolidated
financial information.

RS BAAR S WS E R

2. BN BEEHEBEEw

~

(a

R 4 [ R B 7% 3R 25 2E B 5516 5% (a0
Zz§‘ f ﬁ lsi Eﬁ /Evi_\ AE gﬂﬂ ﬂ§ gﬁ‘/“ﬂg tiE‘:é 1=§ éﬁ
BHYE B @)

AEEHE_ZT—HAFA=t+HL
7~ A A #ERA R 125,688,000 7T HY
EHEAENEEIH AR
15,290,000 T HEEBEEEHEER A
R ¥ 25,642,000 7T K\ FER B K — 38
kb KA S E[T K -

BIER &5t RIF 285 HERT BB BIBR
MEREEFIRNEERRER
REREDINBEQARHALEDRE
2D ATBREE LERBER
ARG EEEREFE oK
ez (E R ERERE) - Bt
EREHERDN R REABRKR
BHREERFEN (RIEBRIM RS
FERIF SR TR EER) MIEEKR S
FHERIZE 2855 - E MR Z R EIS
RECENBRRBENAHEGED
ERARERENBERLT - BREE
A28 A AR FRE (BREY
) AEER-_Z-—NFE—A—
BRAZFERHHEREE QR

RECEZRNEREBEARR
BRBERRRAECEZ RER
HERBERMEREEREIRIR
BERAGTE - Bt - ZFBITE
BASENTRRERAFEEMBENE
EEREE -
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

AR

2. Changes

REMBERIMEE

in Accounting Policies and

Disclosures (continueq)

(c)

IFRIC 23 addresses the accounting for income taxes
(current and deferred) when tax treatments involve
uncertainty that affects the application of IAS 12
(often referred to as “uncertain tax positions”). The
interpretation does not apply to taxes or levies outside
the scope of IAS 12, nor does it specifically include
requirements relating to interest and penalties
associated with uncertain tax treatments. The
interpretation specifically addresses (i) whether an
entity considers uncertain tax treatments separately; (i)
the assumptions an entity makes about the
examination of tax treatments by taxation authorities;
(i) how an entity determines taxable profits or tax
losses, tax bases, unused tax losses, unused tax
credits and tax rates; and (iv) how an entity considers
changes in facts and circumstances. Upon adoption of
the interpretation, the Group considered whether it has
any uncertain tax positions arising from the transfer
pricing on its intergroup sales. Based on the Group’s
tax compliance and transfer pricing study, the Group
determined that it is probable that its transfer pricing
policy will be accepted by the tax authorities.
Accordingly, the interpretation did not have any
significant impact on the Group’s interim condensed
consolidated financial information.

2.

B BREHREEW
(c) ERMEHEREEERE0BHNH

REREYRFZEBRSTERF 1255
FER M NREE 1B CRER A THEE
BMEER])  BEZBERTASH
(BN RRAE) M BT IRIE - X2 L
TERARBER T ERIF125R B E I
MR THE B - AR T BN HEE
78 T8 e ¥ A oA O 1 2 N BE BT AR B AR
FeoZRERRE)EBER SR
ERETHETHE  ((ERHHEHKE
R B TR B B AR S PR R IR - (i) B B2
AR {AI T FERR B s M S AR THE 18 - B
E ARBARBEER RABAHKE
REBE: RVEBNAZESFER
BREE - RERAZRER - KN&H
ERNESENHENEREBES
SELEATEERBKER - REA
SENRBEAERREREENET &
SERAVBRBERRAILERIEE
BEERRE - At - 2B T8N
SENPHERRSMBERELEE
MEATE -
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

Operating Segment Information

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

e Liguid milk products — manufacture and distribution of ultra-high
segment temperature milk (“UHT milk”), milk
beverage and yogurt

e |ce cream products  — manufacture and distribution of ice cream
segment

e Mik powder products — manufacture and distribution of milk
segment powder

e Others segment — principally the Group’s cheese and
plant-based nutrition product business
and trading business

Management monitors the results of the Group’s operating
segments separately for the purpose of making decisions
about resources allocation and performance assessment.
Segment performance is evaluated based on reportable
segment profit/loss, which is a measure of adjusted profit/
loss before tax. The adjusted profit/loss before tax is
measured consistently with the Group’s profit before tax
except that interest income, finance costs, share of profits/
losses of associates, income tax expense, as well as head
office and corporate expenses are excluded from such
measurement.

Segment assets exclude equity investments and other
unallocated head office and corporate assets as these
assets are managed on a group basis.

Segment liabilities exclude other unallocated head office and
corporate liabilities as these liabilities are managed on a
group basis.

Intersegment sales and transfers are transacted with
reference to the selling prices used for sales made to third
parties at the then prevailing market prices.

RS BAAR S WS E R

= =

Hj NE IR %  REEREMRRBGEA
EBET AFTIRERHRELEDED -
o REPER - EE&%%%'?LWM/@@”%%
2 (TUHTER ) ~ SLERH R ER D
o KEMER — HEREHAEMR
Ak
o« MHER — LEREHDHH
2
o Hitn® - IBRAKESBRENEEZ
EmEBRESHEH

EEERVERASEERLLENBNFRE
MMHERBEERD I R FEHIRE -

DERRTIBE A HE D BAE BB (K
REERBEBAAEBEN &5 E) T
PARHA » S RBHATAEBEEAEE
BRI ET A 2 EMEWA - BB
PR - RS N RIME,EE - TSR
HMEEBAR AR HETEERZAEA °

DHEELTRERAEE  LEEMAR
DEMBEHERAREE  AALEEER
SEERETE -
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DMEELTNBEEAM D B H LB
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
I RAAR S M E R RE

3. Operating Segment Information (ontinueq) 3. REHNTERW

The following tables present the revenue, profit and certain TREJNAEELE S WA - FIE K
asset and liability information for the Group’s operating HoEERBEMNER
segments:

Six months ended 30 June 2019 Liquid milk Ice cream  Milk powder
BE-B-NEAA=THLAEA products products products Others Total
BEDER  KEHRER BRER Hitr “@ct
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

ARETR ARETR ARETR ARETR ARETR
(unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
(RBER) (RRER) (RBER) (RBER) (RRER)

Segment revenue: aBKE
Sales to external customers HETIBES 33,109,037 2,185,977 4,237,839 324,386 39,857,239
Intersegment sales DEREHEE 452,751 38,520 16,395 151,045 658,711
33,561,788 2,224,497 4,254,234 475,431 40,515,950

Reconciliation: ik
Elimination of intersegment sales HEH BEEE (658,711)
Revenue N 39,857,239
Segment results AHEE 1,803,933 231,784 224,078 (507) 2,259,288
Reconciliation: HE
Interest income MBMA 510,908
Finance costs BB A (321,917)
Share of profits of associates FE(EE S R A FE 103,140
Corporate and other unallocated RAREBAA B

expenses 44,511
Profit before tax Al ME 2,595,930
Income tax expense BRI (435,298)
Profit for the period ARE A 2,160,632
At 30 June 2019 (unaudited) RZZB-AEXRA=TH

(REERK)

Segment assets IBEE 43,288,455 2,357,852 11,885,470 714,887 58,246,664
Reconciliation: HE
Elimination of intersegment HiE 5 BEEKTIE

receivables (16,114,712)
Corporate and other unallocated AAREM A HOEE

assets 19,990,846
Assets related to a disposal group FREBECEE 11,635,812
Total assets BEE 73,758,610
Segment liabilities 2BEE 20,985,440 2,566,499 2,350,903 1,093,995 26,996,837
Reconciliation: G
Elimination of intersegment payables ¥ 8% 2B FE (78 (16,114,712)
Corporate and other unallocated DEREMTADBOEE

liabilities 20,886,195
Liabiliies related to a disposal group ~ FREEHAZBE 10,314,969

Total liabilities Bak 42,083,289
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
RS BAAR S WS E R

3. Operating Segment Information (continueq) 3. RENTERW

Six months ended 30 June 2018 Liquid milk Ice cream Milk powder
BE_Z—\&XA=1THLEXEA products products products Others
MER  KELRE M E M Hity
RMB’000 RMB’000 RMB’000 RMB’000
ARBTT AR®TR ARETT AR®Tn ARETx
(unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
(REERZ) (REER) (REER) (REEEZ) (REERZ)
Segment revenue: FBKE
Sales to external customers HEFHIER 28,931,560 2,239,829 2,946,532 356,415 34,474,336
Intersegment sales AHEEE 374,421 60,375 44,882 219,000 698,678
29,305,981 2,300,204 2,991,414 575,415 35,173,014
Reconciliation: HE
Elimination of intersegment sales HEHBEEE (698,678)
Revenue WA 34,474,336
Segment results Ve Y 1,560,044 265,113 (4,608) (10,535 1,819,014
Reconciliation: R
Interest income I RMA 398,429
Finance costs BB (226,497)
Share of losses of associates FEMEE DR EE (100,514)
Corporate and other unallocated DAREMF S BT
expenses 126,633
Profit before tax 754 A1 I 2,017,065
Income tax expense BRI (358,502)
Profit for the period AHEFE 1,658,563
At 31 December 2018 (audited) RZZE-NE+ZA
=+-B(BER)
Segment assets IBEE 41,610,178 1,976,935 15,468,072 670,430 59,725,615
Reconciliation: ki
Elimination of intersegment 5 A EKTIE
receivables ‘ (13,248,319)
Corporate and other unallocated RAREMTHHOEE
assets 19,979,961
Total assets BEE 66,457,257
Segment liabilities SBEE 20424553 2,382,259 5118045 1,119,178 29,044,035
Reconciliation: i
Elimination of intersegment payables %359 S5 E R 7B (13,248,319)
Corporate and other unallocated NAREM T HHEE
liabilities 20,197,262

Total liabilities Bafk 35,992,978
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I RAAR S M E R RE

4. Revenue, Other Income and Gains
An analysis of the revenue is as follows:

WA~ B WA K Bz
WABI DI -

For the six months ended 30 June
HEZAXA=1THLAEA

2019 2018
—E-hfF —T-N\F
RMB’000 RMB’000
AR% T ARETT
(Unaudited) (Unaudited)
(REER) (REEEZ)

Revenue from contracts with customers: REZFF A HIHUA
Sale of goods 7 on 8 B 39,841,760 34,449,507
Consigned processing services ZEEMIIRTE 15,479 24,829
39,857,239 34,474,336

Disaggregated revenue information for revenue
from contracts with customers

For the six months ended 30 June 2019

REEFEHRAND BRAER

BE-—Z-NEXA=1tHLANEA

Liquid milk Ice cream  Milk powder
products products products Others Total
BEBER  KEKER PRER Hity @it
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AR®TR AR%®TR AR¥Tx AR¥TR AR%T=x
(unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
Segments (REER) (REERZ) (REERK) (RBER) (REERZ)
Type of goods or services: EIEEL
Sale of goods EmEE 33,093,558 2,185,977 4,237,839 324,386 39,841,760
Consigned processing service ZRMIRS 15,479 - - - 15,479
Total revenue from contracts with RERFPANMNBIA
customers 33,109,037 2,185,977 4,237,839 324,386 39,857,239
Timing of revenue recognition: BRBANER :
Goods transferred at a point in tme ~ AE—BHEHELER 33,093,558 2,185,977 4,237,839 324,386 39,841,760
Services transferred at a point in RE-EREEBRE
time 15,479 = = = 15,479
Total revenue from contracts with REEFALNBKA
customers 33,109,037 2,185,977 4,237,839 324,386 39,857,239
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Revenue, Other Income and Gains continues 4. WA ~ AU A R IKZEHE @
Disaggregated revenue information for revenue REEFEFEHNVRAND BWAER @
from contracts with customers (continued)

For the six months ended 30 June 2018 BE-ZE2-N\FEAA=1+HL~EA
Liquid milk Ice cream Milk powder
products products products Others Total
RENER  KEAER MRER Hith M@t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTT AR®TR ARETT AR%Tn ARETx
(unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
Segments Nl (REEER) (REER) (REER) (REEER) (REER)
Type of goods or services: BRAREES:
Sale of goods ElEELS 28,931,560 2,239,829 2,921,703 356,415 34,449,507
Consigned processing service ZREMIRS - - 24,829 - 24,829
Total revenue from contracts with RERFAOMBKA
customers 28,931,560 2,239,829 2,946,532 356,415 34,474,336
Timing of revenue recognition: BRRANER :
Goods transferred at a point in time ~ AE—BHEHELHR 28,931,560 2,239,829 2,921,703 356,415 34,449,507
Services transferred at a point in RE—-FEEEERE
time - - 24,829 - 24,829
Total revenue from contracts with REZRFALMBYA

customers 28,931,560 2,239,829 2,946,532 356,415 34,474,336
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I RAAR S M E R RE

4. Revenue, Other Income and Gains contines 4. WA ~ EM A R U w

Disaggregated revenue information for revenue REEFEFEHNVRAND BWAER @
from contracts with customers (continued)

Set out below is the reconciliation of the revenue from A& B R A 4 A 5 3 &k
contracts with customers to the amounts disclosed in the RS

segment information:

For the six months ended 30 June 2019 BE—Z-hFEANA=1tHLAEA

Liquid milk Ice cream  Milk powder
products products products Total
BETER  KHEKER BRER @t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

AR®TR AR%®TR AR¥Tx AR¥Tx AR%T=x
(unaudited) (unaudited) (unaudited) (unaudited) (unaudited)

Segments (REER) (REERZ) (REER) (REER) (REERK)
Revenue from contracts with REEEGHKRA

customers
External customers SRR 33,109,037 2,185,977 4,237,839 324,386 39,857,239
Intersegment sales HEEEE 452,751 38,520 16,395 151,045 658,711

33,561,788 2,224,497 4,254,234 475,431 40,515,950

Intersegment adjustments and AHEARREH

eliminations (452,751) (38,520) (16,395) (151,045) (658,711)
Total revenue from contracts with REEFAHNBIKA

customers 33,109,037 2,185,977 4,237,839 324,386 39,857,239

For the six months ended 30 June 2018 (unaudited) BE-ZE-—N\EXNA=Z1THLEANEA (KL
#Fz)

Liquid milk Ice cream Milk powder
oducts products products Others
MER  KERER IR E M Hth
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

ARETT ARETT ARETR ARETRT ARET:T

(unaudited) (unaudited) i (unaudited) (unaudited)
Segments (REER) ( %) 2 (R&EER) )
Revenue from contracts with REEFALHKMA
customers
External customers IR 28,931,560 2,239,829 2,946,532 356,415 34,474,336
Intersegment sales DEEHE 374,421 60,375 44,882 219,000 698,678
29,305,981 2,300,204 2,991,414 575,415 35,173,014
Intersegment adjustments and AHEARREH
eliminations (374,421) (60,375) (44,882) (219,000) (698,678)

Total revenue from contracts with REEFAHNBKA
customers 28,931,560 2,239,829 2,946,532 356,415 34,474,336
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4. Revenue, Other Income and Gains (continueq)

RS BAAR S WS E R

4. WA~ HMWAR KR

For the six months ended 30 June
BZEXA=1THIEAEA
2019 2018
=B-0& -—T-N\F
RMB’000 RMB’000

AR® T AREF T
(Unaudited) (Unaudited)
(REER) (REEEZ)

Other income and gains: E AU A R
Government grants related to BB &
— Recognition of deferred — BEERIELEWRA
income B @) 52,919 39,689
— Income and biological — BIWAREY
assets BERH (b) 118,800 95,302
Gain on disposal of a disposal HESEAEFEEFEDN
group classified as held for sale B A= 9 - 34,991
Foreign exchange gains, net PE 5 U 55 0% 88 30,307 9,405
Net fair value gain on MR ESNARE
exchangeable bonds s F 58 22(c) - 3,492
Others Hih 90,947 84,342
292,973 267,221
Notes: Bt 5
(@  The Group has received certain government grants in forms @ BNLYE BERIRERBREEY
of property, plant and equipment donations and cash ¥ BEIERENRBEOAR - @A
donations to purchase items of property, plant and SBRETETHE - WERB PP
equipment. These grants are initially recorded as deferred BELZEWRA - BREAWE - BEXRZENHE
income. The grants relating to property, plant and equipment BVIR IR B ER TR (R A AR 8 - DARE
are amortised to match the depreciation charge of the HHEBAYE  BERIEOFTERX
underlying property, plant and equipment in accordance with
estimated useful lives of the assets.
(o)  The government grants in the form of cash donations have b)) AEEAHEHIKRITENERRBHMAE

been received for the Group’s contribution to the
development of the local dairy product industry. There are no
unfulfiled conditions or contingencies attaching to these
grants.

B HERS RV ANBAEDE - %
%110 B S 3 B P 5 A ) R A A MR 1R B3R
e
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
RS BAAR S WS E R

5. Other Expenses 5. EMEH

For the six months ended 30 June

Write-down of inventories to net

FRMAE TR

BEAA=1+HLXEAR
2019 2018
—E—hF —E-)N\F
RMB’000 RMB’000
ARETT
(Unaudited)
(REEEZ)

AR%T T
(Unaudited)
(RBER)

realisable value 46,326 97,202
Provision for other intangible HEihmp & ERE

assets 1,332 —
Losses on disposal of items of BEEWME WEMEE

property, plant and equipment &5 18 18,076 11,604
Donations B 9,121 5,930
Educational surcharges, city HWEBM M - W HEE

construction tax, and other BEREEMTIIE

taxes 254,952 233,169
Losses arising from changes in fair  ZL4~2A 7 (B 8 & K AN

value less cost to sell of dairy ZEEBEENEE

CcCows 94,098 52,682
Net fair value loss on forward EHINEEHN AR BERE

currency contracts BFE 3,199 1,626
Net fair value loss on MR ES AR EEE

exchangeable bonds F R 22(c) 48,028 —
Net fair value loss on a AR EEEIREARE

convertible promissory note B8 55 16(b) 165 1,045
Net fair value loss on warrants RIREE KR IREER

and subscription rights of BREAREEBETE

warrants 16(d) 29,123 -
Others Hh 71,226 62,593

575,646 465,851
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Profit Before Tax

The Group’s profit before tax is arrived at after charging/

(crediting):

Bt g0 A B

AEBE BB &M GEA) T3

SBBHERE

For the six months ended 30 June

BEAA=tTHILAREA

2019 2018
—E-hEF —T—N\F
RMB’000 RMB’000
AR® T AR¥T T
(Unaudited) (Unaudited)
(REER) (REEZ)
Cost of inventories sold HEFEKA 24,264,843 20,944,161
Realised and unrealised fair value  ZHEAZEBREFHE
gains of commodity futures SR OVNIRER Gy
contracts, net = (6,394)
Cost of consigned processing b0 TRFE A
services 13,667 14,290
Cost of sales $HE A 24,278,510 20,952,057
Impairment of financial and TREEHNEERE
contract assets, net: HEE
Impairment of trade receivables, 2 5 W AR FURE
net FER 88,806 41,733
Impairment of financial assets ST ATER IR - A
included in prepayments, FEWRIA R B A&
other receivables and other ENEZEEERE
assets, net FEE 11 743
88,817 42,476
Depreciation of property, plant and ~ #1% - [E RREITE
equipment 12 966,505 840,178
Depreciation of right-of-use assets {FAEEEFE 92,423 —
Depreciation of investment WEMENE
properties 1,146 1,318
Amortisation of land use rights b {58 A R 5 - 14,335
Amortisation of other intangible E b fmA B EE
assets 44,583 31,643
Outsourcing expenses SNEB A (a) 130,991 145,149
Other rental expenses HEMHEEER (b) 166,620 —
Minimum lease payments under KEHEREES
operating leases - 160,245
Display space leasing fees BRY| = E & 1,268,898 1,315,087
Employee benefit expense EERMEBR(BREE
(including directors’ and senior EREHRITHAE
executive’s emoluments) BN 3,428,547 2,729,576
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RS BAAR S WS E R

6. Profit Before Tax (continueq

6. BATFE =@

Notes: PR EE

(@)  For the purpose of promoting operation efficiency, the Group @ ATREZENE AEBIINBETEM
outsourced the production of certain products. The amounts HAE ZeBEASERBEEZSING
represent the total amounts paid by the Group for AR 7% 2 T H 4B %8 -
purchasing outsourcing services.

(b)  The Group recognised rental expenses from short-term leases b)) AEBHZE_ZT-NFAA=THIEARE
of RMB125,688,000, leases of low-value assets of AR ARY125,688,000c ) EHHHEE
RMB15,290,000 and variable lease payments not based on ez - AR%15,290,0007T H) K B
index or rate of RMB25,642,000 for the six months ended EEEMRE R ARK25,642,0007T 1 1R
30 June 2019. BREIEHS XN EEE MK -

7. Finance Costs 7. BB
An analysis of finance costs is as follows: BMEKADITAT

For the six months ended 30 June
BEA~BA=1+HILLA~EA
2019 2018
—E—hF —ET-NEF
RMB’000 RMB’000

AR®TT ARBETT
(Unaudited) (Unaudited)

Interest on bank loans
Interest on US$500,000,000 3.50%
bond due 2018

Interest on US$500,000,000 4.25%
bond due 2023

Interest on super short-term commercial
papers

Interest on lease liabilities

Interest on long term payables

Net fair value loss/(gain) on interest rate
forward contracts

(REE®) (REEZ)

IRITERH B 204,491 165,070
BR3IL0%N_E—/)\F5|

H8 7 500,000,000% L&

2 E - 61,731
BRABBAZE - =FF|

#§ 2 500,000,000 7T &

HZHE 75,415 —
FRAE BAEL & 5 F 8

6,247 -

HEBEME 8,132 —

R HIPE T RIE T & 305 924
MERRPADNRAES

B (W) F58 27,327 (1,228)

321,917 226,497
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Income Tax Expense

Under the Law of the People’s Republic of China on
Corporate Income Tax (“PRC CIT Law”), except for certain
preferential tax treatment available to certain subsidiaries of
the Group, the entities within the Group are subject to PRC
corporate income tax (“CIT”) at a rate of 25% (2018: 25%)
on the taxable income as reported in their statutory
accounts which are prepared in accordance with the PRC
accounting standards and financial regulations.

RS BAAR S WS E R

FrEH X i
BEBEFEARLMBREMMEHE ([ E
EEMBHRZED  BAKEETFARE
RETHBEBIN AKEETHERE
FLEOETE R B T2 WE RN BIZ25% (=
T—\F :25%) ZHERXMPBEEMRT
BDEMEH])  AERE DRES
SR EA R IEERRE o

For the six months ended 30 June

BEANA=THILAEA

2019 2018
—E-hEF —E—N\F
RMB’000 RMB’000
AR% Tt ARET T
(Unaudited) (Unaudited)
(RBER) (REEZ)
Current income tax BNHAFR 1§ B
Current income tax charge BIERFT15 B 2 632,979 680,801
Deferred income tax BIEFEH
Relating to origination and reversal of tax BEHIBERENTRFEESR
losses and temporary differences Y EE A N [o] B (197,681) (322,299)
435,298 358,502

During the period, certain PRC subsidiaries were subject to
tax concessions in accordance with () the PRC corporate
income tax law; (i) “The notice of tax policies relating to the
implementation of western China development strategy”;
and (i) “The notice of preferential tax policy for preliminary
processing of agricultural products”.

A REOFBEEEASHXL  ()KER
RABRABAFEBEE BN KBRE
BHBA) (AR BREZLEME
MEBRRNWEEMTMIHE (F1T)H
BA) ETHEFRARZAHRBES -
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Disposal Groups Classified as Held for
Sale

On 30 June 2019, Inner Mongolia Mengniu Dairy (Group)
Company Limited (“Inner Mongolia Mengniu”), a subsidiary
of the Company, entered into a share transfer agreement to
dispose of approximately 51% of the equity interests of
Shijiazhuang Junlebao Dairy Co., Ltd. (“Junlebao”) to third
parties for an aggregate cash consideration of
approximately RMB4,011,319,000. The transaction is
expected to be completed within one year. As such,
Junlebao was classified as a disposal group held for sale as
at 30 June 2019.

The major classes of assets and liabilities of Junlebao from
the perspective of the Group’s consolidated financial
statements classified as held for sale as at 30 June 2019
are as follows:

TERABEFENEESR

R-ZZE—NAFNA=+H XAAFRA
AELEERFILE(EB)ROBERAF (A
SREDFILBRNEZERHHERE = FAE
SRELEHAREL011,319,0007T &
ARABLEINXARAB([BLEND
51%HI AR - K H TR —F AT °
e RZZE—NFARA=TH BLELHE
BREEFENEEMR -

AZE-NFAASTE  AEEGAH
BRETFORABERENELETEE
EREERRWT :

30 June 2019

—E-hF
~B=1+H
RMB’000
AR¥T T
Notes (Unaudited)
B 5E (REEER)
Assets BE
Property, plant and equipment W - BB REE 12 4,568,736
Right-of-use assets EREEE 479,253
Construction in progress FEIR 13 737,382
Investments in associates REE N AR E 42,035
Other intangible assets EtEmpEE 196,444
Biological assets EYEE 1,276,000
Other financial assets EtemEE 845,844
Goodwill EES 14 355,859
Deferred tax assets REFRTAE E 265,734
Long term prepayments REIFENA R 76,698
Inventories FE 881,816
Trade and bills receivables JFEUR BR TR R =A% 307,428
Prepayments, other receivables and other AR - H B EIE &
assets HEm&EE 595,677
Pledged deposits REBEETER 239,198
Cash and bank balances B MIRTHEF 797,123
11,665,227
Less: Intra-group receivables B SR E AR EUER R (29,415)
Assets classified as held for sale DEAFEFENEE 11,635,812
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9. Disposal Groups Classified as Held for 9. 2 EARFEFENEEAw
Sale (continued)

30 June 2019

—E-NEF
NA=T1H
RMB’000
AR®T T
(Unaudited)
(REEZR)

Liabilities =N
Trade and bills payables EREREER 1,643,692
Other payables and accruals Hib e IR N TEIRE A 3,316,504
Interest-bearing bank and other borrowings T BIRIT R EMEE 4,526,055
Other loans HEMER 22,912
Deferred income EREUA 717,303
Income tax payable TS ®L 22,679
Deferred tax liabilities RIEHIAB G 65,824

Liabilities directly associated with the assets HOEAFEHFEEEEEEGH
classified as held for sale MBeE 10,314,969

Net assets directly associated with the HEEHEEERENFEE
disposal group 1,320,843
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10.

11.

Disposal Groups Classified as Held for
Sale (continued)

On 22 December 2017, Yashili International Holdings Ltd.
(“Yashili”) entered into an agreement to dispose of a piece
of land of Scient (China) Baby Nourishment Co., Ltd.
(“Scient China”), together with the property, plant and
equipment on the land. As such, the related assets and
liabilities were classified as a disposal group classified as
held for sale as at 31 December 2017. During 2018, the
transaction had been completed with a disposal gain of
RMB34,991,000 recognised in other income and gains
(note 4) of the Group.

Dividends

The directors do not recommend the payment of an interim
dividend for the six months ended 30 June 2019 (six
months ended 30 June 2018: Nil).

During the six months ended 30 June 2019, the Company
declared and paid a final dividend of RMBO0.181 (six months
ended 30 June 2018: RMBO0.12) per ordinary share as
proposed for the year ended 31 December 2018 to the
shareholders of the Company.

Earnings per Share Attributable to
Ordinary Equity Holders of the Company
(@) Basic earnings per share
The basic earnings per share amount for the period is
calculated by dividing the profit for the period
attributable to ordinary equity holders of the Company
by the weighted average number of ordinary shares
outstanding during the period.

10.

11.

FEABARENEE AW

&

X

—ET—+HF+-_HA=-+=-8  HEL+AEH
BRIERRBR AT ([HELH L) FT S e
R (FE) B REERARAF ([
BN —ELHGERZ L Y
¥ BEEREZB Al RZT—+1F
+ZA=1+—H8 HEEERAGHIEE
BEAENREME R_F— \FHHE"
R 5 E ST i & K am A R 34,991,000
TTE RSB E A R (f5E4) 7

Bl

S

If

Hﬁ/%\
EEYTEBREBE_T-NFRA=T
BIEAREAMTHRE (BE-F-N\FX
A=1tHIEXREA : &) -

BE-_ZT—NFAAA=ZF+HIEXEA &
ARRBEEREBEE_ZT—N\E+ A
“t+—ALEFEARABRBRRE R LIRS
HRREERTARARKI181T (BE
ZE-NERA=ZTHLEAEA: AR®
0.127T) °

ERBREBERERABENEZR

&

(@) SREARF
R ERESBFHREHRNASL
7SR A A R A B E
BITEBROMETFHBGE -
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RS BAAR S WS E R

11. Earnings per Share Attributable to 11. ZAAFEEREEAEENER

Ordinary Equity Holders of the Company 2 R @0

(continued)

(@) Basic earnings per share (continued) (@ BREXRER @
A reconciliation of the weighted average number of 5T E TR E AR R BT A Ntk 5 A%
shares used in calculating the basic earnings per MEE R

share amount is as follows:

Issued ordinary shares at

For the six months ended 30 June
BZEZXA=1+HIEAEA
2019 2018
—e-h&  —T-NF
Number of Number of

CHETCS shares
BHBEE a2 e

(in thousand) (in thousand)
(FR) (F )
(Unaudited) (Unaudited)
(RBER) (REEFEZ)

R—A—HEZTERR

1 January 3,927,708 3,927,361
Effect of share options exercised EITEERENTE 1,446 -
Effect of shares purchased under R EA% = 42BN =1 &) O EE A% (D

share award scheme M & (20,553) (24,615)
Weighted average number of AEHSRERBAAANY

ordinary shares for the purpose BRI FHE

of the basic earnings per share

calculation 3,908,601 3,902,746
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11. Earnings per Share Attributable to 11. AAFEEREEAEENER

Ordinary Equity Holders of the Company B w

(continued)

(b) Diluted earnings per share (b) EREBEERR
The diluted earnings per share amount is calculated FhEFBANTIREHARAF]ER
by dividing the profit for the period attributable to A% A A (R REER LA BBt E B
ordinary equity holders of the Company by the EXRBMARANHARES BT ERR
weighted average number of ordinary shares in issue ML - ARBREMEEEETE
during that period, as used in the basic earnings per NEEBRERRIEETENBRRE
share calculation, and the weighted average number BAEE R A E R TR T BEET
of ordinary shares assumed to have been issued at no BEEE -

consideration on the deemed exercise or conversion
of all dilutive potential ordinary shares into ordinary

shares.
A reconciliation of the weighted average number of B %ﬁ@ﬁﬁﬁ‘fﬁtﬁﬂﬁﬁﬁﬁﬁ I A%
shares used in calculating the diluted earnings per B R/ELAT

share amount is as follows:

For the six months ended 30 June
BZXA=1+HIEAEA
2019 2018
—E-hF —T—-N\F
Number of Number of

CHETS shares
4 EE a2 eE]

(in thousand) (in thousand)
(FBR) (F i)
(Unaudited) (Unaudited)
(REER) (REEEZ)

Weighted average number of HESRERZF AN

ordinary shares for the purpose BRINEFHE

of the basic earnings per share

calculation 3,908,601 3,902,746
Weighted average number of R BN PT B B IR AR E

ordinary shares, assuming issued BT RERERTZ

at no consideration on the B NE T

deemed exercise of all share

options during the period 3,275 —
Adjustments for share award MIREEE S EEL TR

scheme 2,092 -
Weighted average number of AEEREERAMANE

ordinary shares for the purpose AR ANAE T 8
of the diluted earnings per share
calculation 3,913,968 3,902,746
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M- BERRE
mE  BERREREBREBHMT

12. Property, Plant and Equipment 12.

Movements of property, plant and equipment during the
period are as follows:

2019
—B-NF
RMB’000

2018
—ET-NEF
RMB’000
ARETF T
(Unaudited)
(REEFEZ)

AR® T
(Unaudited)
(RBER)

Carrying amount at 1 January R—A—HMEEE 14,733,924 12,715,454
Additions o 180,433 163,823
Transfers from construction in progress ~ E& B AR T2 (H5E13)

(note 13) 793,743 368,603
Transfers from investment properties HEARENE 24,402 -
Transfers to assets of a disposal group ~ EBEEDMEAZEFENE

classified as held for sale (note 9) BEHENEE (F15E9) (4,568,736) —
Transfers to construction in progress EEEAETRE (ME13)

(note 13) (15,110) (19,275)
Transfers to investment properties BRI EYE (15,994) (16,443)
Disposals BE (19,757) (9,724)
Acquisition of subsidiaries g S a/N] 582,373 406,142
Depreciation charge for the period REFEE R (M5t6)

(note 6) (966,505) (840,178)
Exchange realignment ME 3, R B 2,061 (37,989)
Carrying amount at 30 June RAA=Z+HENEREE 10,730,834 12,730,413

R-ZTE—NAFNA=1TH AEEETE
R EY A AR¥T73,634,0007T (ZF—/\
F+-_A=Z=+—HB:E)RARK
68,424,000t (ZE—N\F+=-_A=+—
B : AR¥734,297,0007T) 4% - BE K&
HEE DR REESEBTER (M
22) R RABRITE R (M 5E22) RO M @ o
R-E—N\E+-_A=+—H ' A&£EBH
TFERMEFELH A A R#37,029,0007T A9
¥ BMEMXBEREESERIEMNZE
R @ o

Certain property, plant and equipment of the Group with net
book values of approximately RMB73,634,000 (31
December 2018: Nil) and RMB68,424,000 (31 December
2018: RMB734,297,000) as at 30 June 2019 have been
pledged to secure the short term bank loans (note 22) and
long term bank loans (note 22), respectively. Certain
property, plant and equipment of the Group with net book
values of approximately RMB37,029,000 as at 31
December 2018 have been pledged to secure the long
term payables.
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13. EEIE
ERIRSHNT :

13. Construction in Progress
Movements of construction in progress are as follows:

2019
—2-NF
RMB’000

AR®ETT
(Unaudited)
(REER)

2018
—E—N\F
RMB’000
ARBTT
(Unaudited)
(REEEZ)

Carrying amount at 1 January B—A—HBHNEEE 2,203,125 1,363,399
Additions o 845,285 836,643
Transfers from property, plant and EEEWME  BENEE

equipment (note 12) (M3E12) 15,110 19,275
Transfers to assets of a disposal group  EREEHMEABHFEN

classified as held for sale (note 9) BEEHNEE (i) (737,382) -
Transfers to property, plant and EREYE - WENEE

equipment (note 12) (fF7E12) (793,743) (368,603)
Transfers to other intangible assets EREHMEREE (51,504) (18,715)
Acquisition of subsidiaries (note 27) WeiE A (fEE27) 14,711 31,232
Exchange realignment ME W 42 (124)
Carrying amount at 30 June RAA=THKRERRE 1,495,644 1,863,107
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14. Goodwill

RS BAAR S WS E R

14. HE

2019 2018

—E-h#fF —ZT—N\F

RMB’000 RMB’000

AR T ART T

(Unaudited) (Unaudited)

(REEER) (REEEZ)

Carrying amount at 1 January R—A—HHNEARE 4,681,492 4,532,899

Acquisition of subsidiaries Wi F 2 &) 8,476 346
Transfers to assets of a disposal group  EEEHEAZETENR

classified as held for sale (note 9) EHENEE (F15E9) (355,859) —

Carrying amount at 30 June RANAZ+ERNEEE 4,334,109 4,533,245

During the six months ended 30 June 2019, the Group
acquired two subsidiaries from third parties. These
subsidiaries are mainly engaged in the sale of dairy
products. The total purchase consideration for these
acquisitions was in the form of cash of RMB5,279,000 paid
at the acquisition date. These business acquisitions gave
rise to goodwill of RMB8,476,000 in total.

On 10 April 2018, the Group acquired 50% equity interests
in Modern Dairy (Bengbu) Co., Ltd. (“Modern Dairy
(Bengbu)”) and Modern Dairy (Feidong) Co., Ltd. (“Modern
Dairy (Feidong)”). Since the date of acquisition, the Group
obtained control over Modern Dairy (Bengbu) and Modern
Dairy (Feidong). This is because the Group owned more
than 50% of the voting right. The business combination
gave rise to goodwill of RMB346,000. Further details of the
acquisition are included in note 27 to the condensed
consolidated financial statements.

BHE_Z—NEXNA=1+HBHLEANEAR K
SEBE=FTURBEBRRTFAR - ZZFA
AIXFENSHENER - ZFREHRI
BRENESEAZN  RIllE BB
AR#5,279,0007T - 2 FEBWES HE
EE ARES,476,0007T °

RZZE—N\EWNA+H AEBKEFRR
M (HIR) BR AR ([ A HE (HE) )
RIBRHZE (BER) BRAR (378 (BB
R 1) BI50% [ HE - B IS A I - AEE
ISR A () RERKEER) 8
I o b Ty R AN SR B HE B 150% H 1%
T XIS A HEEHE ARE346,000
UL o WEE R #E — PR B RN SRS B
|MK M FE27 -
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15.

Investments in Associates

Among the Group’s investments in associates, China
Modern Dairy is a strategic partner of the Group mainly
engaged in the production and sale of raw milk products.

As at 30 June 2019, the Group held 3,725,769,412 shares
of China Modern Dairy, representing approximately 60.77%
of the issued share capital.

Aggregating the effect of the Group’s shareholdings of
60.77%, the potential voting rights of 11.24% shares
underlying the Company’s US$194,800,000 zero coupon
exchangeable bonds due 2022 (the “Exchangeable Bonds”)
(note 22(c)) when exchanged and the outstanding vested
management share options (which, when exercised, shall
result in issuance of 50,930,832 ordinary shares of China
Modern Dairy at the exercise price of HK$0.86 per share,
representing approximately 0.82% of the enlarged issued
share capital), management is of the opinion that the Group
has less than 50% substantive voting rights over China
Modern Dairy.

As at 30 June 2019, when assessing whether the Group
has control over China Modern Dairy, management
considered all facts and circumstance, including but not
limited to the substantive voting rights over China Modern
Dairy, the voting rights attached to the loaned securities
and their inability to be exercised by the Group, and the
Group’s representation on the board of directors in China
Modern Dairy. Taking into account these factors,
management’s judgement is that the Group has no control
over China Modern Dairy and continues to account for
China Modern Dairy as an associate using the equity
method.

15. REFE R TNRE

ERKERENBE QR T - PEEAK
ERAGEIERE=RDMREPERE
ENHERNREEBHE -

R-ZE—NAE~NA=Z1+H"
3,725,769,412 1% #° B35 (X H A% 1)
BITIRARL)60.77%

AEEFE
B

K R AEBEBMF60.77%0K #
194,800,000 LM R =& = — FEIHIH A
AEIZE B AR ES ([T ES ) (HE
22(c)) IR 15 H11.24% % 1D M B E R 24
REKRITENCFEEEEERE (&7
FI1Z T R0.86 B LM ITE B EEHEITH
B 3R 1R 250,930,832 A% & 3 A% - 15 KR
REBITRAL0.82%) v & TEEY

EAEEFEMNPRERBMENELDER
ZREDRB0% °

F:; NFEARNA=+H EFEAER
B I%‘quliﬁ1t&|&¥ﬁﬂ" EEE%E#
FIBEEERER BREETERNPEIR
KEENBEEURER BLHISFANRE
KREERHE BB EHREETE  IEAE
ERPREBRAMEEETGNNRE KEBE
hERZ BEEEAE  AEEHFREBR
BEEN PRI BRI EERS—

REEE N AR E AR AR o
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16. HtbEmMEE

16. Other Financial Assets

30 June 31 December
2019 2018
—E-hEF —T—N\F
ANA=+H +ZZA=+—H
RMB’000 RMB’000
AR% Tt ARBFTT
(Unaudited) (Audited)
(REEER) (&%)
At fair value through other DAREBEHEEESSE
comprehensive income: SFAEMEEKE
Listed equity investments FARAKRE (@) 157,936 109,148
At fair value through profit or DARBEEEHEE
loss: sFABH
Unlisted equity investments ELETRAEE 28,528 31,599
Convertible promissory note AT AR H R iR (b) 196,293 196,130
Short term investment deposits RMEEGFR (©) 12,085,257 9,281,963
Long term investment deposits RHREGFR () 60,783 —
Warrants and subscription rights of — FRA%#E 35 & 2 R% 1 35 3R
warrants B (d) 43,564 72,687
12,414,425 9,582,379
At amortised cost: REHERA
Short term entrusted loans REIZFEER @)/(e) 2,271,901 2,234,809
Long term entrusted loans RHBZTER (e 4,979 12,295
Long term entrusted loans due R—FRIBHzREBZ
within one year FER (e) 19,071 33,609
Long term receivables RHEBGRIA 0] 50,697 57,025
Long term pledged deposits RHREBEZ1FX 19 100,000 —
Long term time deposits REIEHER (@/19 3,588,869 1,921,418
6,035,517 4,259,156
Total other financial assets HiemEERR 18,607,878 13,950,683
Current mED 14,616,086 11,819,198
Non-current I E 3,991,792 2,131,485
18,607,878 13,950,683
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AR

REMBERIMEE

16. Other Financial Assets (continueq)

Notes:

(@)

The Company held certain listed equity interests in listed
companies and designated as financial assets at fair value
through other comprehensive income as management
considered these investments are strategic investments. The
fair values of the listed equity securities are determined by
reference to the published quotation.

On 7 September 2017, Golden Stage Holdings Limited
(“Golden Stage”), a 100% directly owned subsidiary of the
Company, entered into a convertible promissory note
purchase agreement (the “Agreement”) with AICE Holdings
Limited (“AICE”) to purchase a convertible promissory note in
the original principal amount (“Principal Amount”) of
US$28,000,000, equivalent to RMB182,753,000. According
to the Agreement, 50% of the Principal Amount shall be
automatically converted into the ordinary shares of AICE on
any day within ten months from the closing date, which shall
be a date determined by the board of AICE, at US$1.14 per
ordinary share. Golden Stage has an option to convert part
or all of the remaining 50% Principal Amount into the
ordinary shares or preferred shares of AICE during the next
round of financing notice or receive the Principal Amount that
has not been converted into shares, together with all
interests at the annual rate of 5%. The Group classified the
convertible promissory note as a financial asset at fair value
through profit or loss. During the six months ended 30 June
2019, a net fair value loss of RMB165,000 (six months
ended 30 June 2018: RMB1,045,000) was recognised in
other expenses (note 5).

The Group from time to time purchases various investment
deposits from commercial banks for treasury management
purpose. As at 30 June 2019, the Group held investment
deposits of RMB12,146,040,000 (31 December 2018:
RMB9,281,963,000) with principal guaranteed.

As at 30 June 2019, the investment deposits amounting to
RMB93,772,000 (31 December 2018: RMB396,551,000)
were pledged to secure interest-bearing bank and other
borrowings (note 22). As at 31 December 2018, the
investment deposits amounting to RMB141,056,000 were
pledged to secure letters of credit.

(@)

16. HME@MEE »

B &E -

ARBRETRAIFAE T LHAAE I
EERUAREBEHEAEEBF AL ME
HEENEREE  KIAREEERR
HERN —BARBKRE - ZF LHRAES
WARETDNRSEMRAMBEMEE

R=ZZT—tFNAEH —RH100%HEA
NAEEH B W T A AGolden Stage
Holdings Limited ([ Golden Stage]) &2
AICE Holdings Limited ([AICE]) 5737 A #
RR#E K EREE R ([ZimE]) MRER
& ([A&< ) B8 E 28,000,000 7T H) A #2 %
EHER(HER AR182,753,000
7o) o IR Z B E - NELE B BB 1 E
BAKEE—X (BMAICEEE SR T A
) - K& H50% 5 IE TR E mAR1.145%
7T B B % AAICER & @A ° Golden
Stage B T — WL @BAMARBHT
H950% A8 K 30 3k & S e i B AICER) &
FAR B E - SkUER M R EE R A AR (D A
K ARFEFFEERHFE « NEH
SRR ER RS BEANAREFER
HEH AEzNEREE REBEE=Z
—NEXA=FTHILEAER ArEEIE
FEARK165,000T (BE=ZT—N\FX
A=+HI1EAMEA : AR¥1,045,0007T)
RE AR S HER (I 5E5) ©

ANEBRK ASERKEEB N EERTE
AZEREFER R_E—NE~A=T1
A AEERE AHARK12,146,040,000
T(CEBE—NE+-_A=+—8: AR
9,281,963,0007T) :% A AN & R E MR EF

Eo
N

RZE-AERNA=1TH REEFXLHE
AR #93,772,000c (=2 —/\F+=A
=+—H : AR#396,551,0007T) 5 Bl
HAES BRITREMEE (MizF22)
R-TB—NE+-_A=+—H8 REEFX
&% A R#141,056,0007C K 38 A E 5 (5

GER
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16. Other Financial Assets (continueq

Notes:

(d)

(continued)

On 283 December 2018, Inner Mongolia Mengniu, a subsidiary
of the Company, and Inner Mongolia Shengmu High-tech
Farming Co., Ltd.
subsidiary of China Shengmu, entered into two entrusted
loan agreements, where RMB300,000,000 of 6-months term
loan, which was extended for 1 additional month during the
period, and RMB1,000,000,000 of 1-year term loan were
respectively granted by Inner Mongolia Mengniu to Shengmu

(“Shengmu  High-tech Farming”), a

High-tech Farming (the “Loan Facilities”), each with contract
interest rate of 6.09%. The Loan Facilities were initially
recognised at present values of RMB291,248,000 and
RMB941,658,000 on 23 December 2018 in the consolidated
financial statements, with effective interest rates of 12.66%
and 12.97%, respectively. The Loan Facilities were secured
by certain equity interests in subsidiaries and dairy cows of
China Shengmu and were guaranteed by China Shengmu.

In consideration of Inner Mongolia Mengniu granting the
above Loan Facilities to Shengmu High-tech Farming, China
Shengmu has agreed to conditionally issue to Start Great
Holdings Limited, a subsidiary of the Company, a total of
1,197,327,890 warrants (“Warrants”) subject to the terms
and conditions set out in the warrant subscription agreement
dated 23 December 2018. Upon exercise, each warrant
entitles the warrant holder to subscribe for one new share of
China Shengmu at HK$0.33, subject to adjustment. The
warrants and the subscription rights of warrants were fair
valued at RMB43,564,000 (31 2018:
RMB72,687,000), resulting in a fair value loss of
RMB29,123,000 recognised in other expenses (note 5).

December

In connection with the above Loan Facilities and Warrants
agreements, on 23 December 2018, the Group and China
Shengmu also entered into a share purchase agreement,
pursuant to which the Group agreed to purchase 51% of the
equity interests in Inner Mongolia Shengmu High-tech Dairy
Co., Ltd. (“Shengmu High-tech Dairy”), being the liquid milk
The
business acquisition was completed in April 2019. Further

processing business segment of China Shengmu.

details of the acquisition are included in note 27 to the
condensed consolidated financial statement.

RS BAAR S WS E R

HitbEMEE w

Bﬁ ar
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FEE  WPREHRAEE KERER
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F)  XBEREIIZBHAE-_ZT—NF+=
AZ+=ARBREZFRBBEOIGERIRIE
o BF17E%  BRIABBEFEERE
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R - RREBRAREERERZD
fcfﬁ?%}\ﬁﬁ%zts,sm,oooi(:;ﬁ—/\i
+=-—A=+—H: AR¥72,687,0007T)
BH AR 20,123,000 AR EEIEBRE
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E-N\F+_AZ+=0 AEEEHEH
BRI BEGS - Bt AEER
BB E T EERAREY T EERIEA
SHEHRSHIARERAF ([ERZRIL
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16. Other Financial Assets (continuea)
Notes: (continued)

C

Except for the entrusted loans to Shengmu High-tech Farming
as disclosed in (d) above, the entrusted loans are unsecured,
with annual interest rates ranging from 4.00% to 8.96% (31
December 2018: 4.00% to 8.96%). As at 30 June 2019,
these entrusted loans were neither past due nor impaired
and had no recent history of default.

Long term receivables represent the receivables arising from
disposal of certain property, plant and equipment to
independent third parties. As at 30 June 2019, those long
term receivables were neither past due nor impaired.

The effective interest rates on long term time deposits as at
30 June 2019 varied from 4.13% to 5.00% (31 December
2018: 4.13% to 4.18%) per annum and the long term time
deposits would mature in two to three years. As at 31
December 2018, the long term time deposits amounting to
RMB20,000,000 was pledged to secure letter of credit.

17. Inventories

16. HME@MEE »

GEX

(©

(#&)

BRIA L () ERFTHE R M BB R R BHE R T
ZRXERN  ERXERAERR - FFHE
N F4.00%%5896% (ZZFT—N\F+=A
=+—H :4.00%%=8.96%) - R—ZT— A,
FARA=TH ZEEXTERBEDHN
B A R R G 8%

EHRUFEERLEETYE BER
RETELE =T MEENEYFIE < 7
“E-NAFRA=TH - ZERBREK
TR A TR R A

RZE-AERNA=1H RETHER
MEBREFNZRNT413%E5.00% (= F
—NF+=ZA=+—H:4.13%=
418%) MRATHERERNME=F
AEH R N\F+_A=+—8 "
A R #20,000,0007T 8 & 8317 5k B #H3#7 A
EERERHE-

17. 7€

30 June 31 December

2019 2018

—B-hE “E-NE

ANA=+H +T=-A=+—H

RMB’000 RMB’000

AR® T AREFTT

(Unaudited) (Audited)

(REER) (EEZ)

Raw materials R 2,107,018 2,480,194

Finished goods RIFK Gh 1,030,423 1,801,725
Total inventories at the lower of cost and 1% /5k 7 B2 A] 5 28 JR{H B &K

net realisable value EFIIEMFEERT 3,137,441 4,281,919
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

18. Trade and Bills Receivables

The Group normally allows a credit limit to its customers
which is adjustable in certain circumstances. The Group
closely monitors overdue balances. In view of the
aforementioned and the fact that the Group’s trade
receivables relate to a large number of diversified
customers, there is no significant concentration of credit
risk. The Group does not hold any collateral or other credit
enhancements over its trade receivables. The trade
receivables are non-interest-bearing.

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

RS BAAR S WS E R

18. EWERR R E#E

AEBBRERTEPREEERE  UA
EETHBRETETAE AKEEIEE
BRREERER - ER XA RAEE
HEWRRR VR AE T RBERIHE AR -
BABBAEEETRER ARELEH
HEVEZFEEAERRIEMERR
Tt o MR M A8 o

RIBBRBENEREEARERRER
BERBEMRNREITAT :

30 June 31 December

2019 2018

—E-hfF —E-NEF

ANA=+H +T=-H=+—H

RMB’000 RMB’000

AR®T T AR®ETF T

(Unaudited) (Audited)

(REER) (&%)

Within 3 months 3E A UK 3,658,145 2,524,831
4 to 6 months 472618 A 420,853 308,887
7 to 12 months 7E2121E A 88,453 38,067
Over 1 year 1A+ 19,275 20,188
4,186,726 2,891,973

As at 30 June 2019, the bills receivables amounting to
RMB273,067,000 (31 December 2018: Nil) were pledged to
secure interest-bearing bank and other borrowings (note
22).

RZBE—NEXNA=1TH BUEEAR
¥ 273,067,000 (ZZE—\F+ = A
=+—H:Z)BRFUESTERITRE
iEE (fizE22) °
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19. Cash and Bank Balances and Other BERBITEEREMER
Deposits

30 June 31 December

2019 2018
—E-hE —E—N\F
AA=tH +t=-A=+—H
RMB’000 RMB’000
AR% T ARET T
(Unaudited) (Audited)
(REER) (&%)
Cash and cash equivalents as stated in ~ ZIRFEIBRAGERERE
the interim condensed consolidated %Eﬁfﬁi&ﬁ%#{g%
statement of cash flows 2,653,588 4,370,494
Pledged deposits REETFI 437,895 623,495
Time deposits TEHATE 3K 5,666,625 4,848,912
8,758,108 9,842,901
Less: Short term pledged deposits W RERFBETFNR (337,895) (623,495)
Less: Long term pledged deposits W RERFSER
(note 16) (F3E16) (100,000) —
Less: Long term time deposits (note 16) & : KEAE B FER (ML 16) (3,588,869) (1,921,418)

Cash and bank balances as stated in the  I|7AF EAfSBR4R & B 7GRN
interim condensed consolidated ENBE RBITHERE
statement of financial position 4,731,344 7,297,988
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19. Cash and Bank Balances and Other 19. B2 RETEAEREMER @
DePOSitS (continued)

Note: Bt 5
The Group’s pledged deposits were as follows: REBWRBSERIRAT :
30 June 31 December
2019 2018
—E-hF —T-N\FE
AB=1+H +=—A=+—A”
RMB’000 RMB’000
ARETT ARET T
(Unaudited) (Audited)
(REBEER) (R 5=1%)
Pledged to secure bills payable (note 20) EIRAE S EANRE (F5E20) 264,036 254,977
Pledged to secure interest-bearing bank and I LAES T BIRTT M E b E
other borrowings (note 22) B (f5E22) 149,014 361,656
Pledged to secure letters of credit IR LVES(EHFE 24,845 6,862
437,895 623,495
20. Trade and Bills Payables 20. ERRIERRERE
An ageing analysis of the trade and bills payables as at the ERERARERIZEZABNHRERRN
end of the reporting period, based on the invoice date, is as BRER D ATLN T
follows:

30 June 31 December

2019 2018

—E-hF —E—N\F

~NA=+tH +-A=+—8H

RMB’000 RMB’000

AR¥T T ARET T

(Unaudited) (Audited)

(REBER) (Fez&%)

Within 3 months 318 A UK 5,622,443 5,088,352
4 to 6 months 4Z 618 A 1,229,752 809,406
7 to 12 months 72121 A 146,268 193,712
Over 1 year 1F A 24,428 30,072

7,022,891 7,021,542
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20. Trade and Bills Payables (continueq) 20. ENERRREEw
The Group’s trade payables are unsecured, non-interest- AEBEMENERASEER 2R NREARE
bearing and payable on demand. BRBERF(EE o
Included in the above balances, bills payable with an Rl eRT - AT A RB597,420,000
aggregate balance of approximately RMB597,420,000 (31 T(ZE—N\F+ZA=+—H: ARK
December 2018: RMB606,299,000) were secured by the 606,299,0007T ) K & 15 & 4 82 Th LA B 8
pledged deposits amounting to approximately 4 A R #264,036,000C (ZZE— \F+=
RMB264,036,000 (31 December 2018: RMB254,977,000) A=+—H: AR¥254,977,0007) A&
(note 19). Except for the above, bills payable were B FER(ME19) EE A - B £ PRt
unsecured, non-interest-bearing and payable when due SN BRI EBRAEER RS RENRIE12
ranging from 3 to 12 months. 8 A 2| BARF (B IR o
21. Other Payables and Accruals 21, HhENRERFEARER
30 June 31 December
2019 2018
—E-AF —E—-N\F
ANA=+H +T-H=+—H
RMB’000 RMB’000
AR% T ARET T
(Unaudited) (Audited)
(REEER) (FEEZ)
Contract liabilities AHAE 484,009 3,332,929
Refund liabilities RRAE 33,309 29,365
Salary and welfare payables ENFHeRENE 1,057,342 1,660,319
Other payables Hith fE 1~ 50IA 6,531,754 5,866,804
8,106,414 10,889,417
The Group’s other payables are non-interest-bearing and REBEWEMENRIBARERAREXK

payable on demand. PERE(EE o



FESESUXERAFT —FTNAFPHRE 101

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
RS BAAR S WS E R

FRFRBRTREMESR

22. Interest-bearing Bank and Other Borrowings 22.

30 June 31 December
2019 2018
—F-NF —TN\F
ANA=+H +-—A=+—H
RMB’000 RMB’000
AR® T AREF T
(Unaudited) (Audited)
(REEER) (K8 H%)
Current: BOHR
Short term bank loans, secured RERITER - BER 845,662 885,828
Short term bank loans, unsecured WMHERITE I - e 4,410,764 3,877,847
Current portion of long term bank loans, &HIRITE FKEIEREE S -
secured I - 32,664
Current portion of long term bank loans, KHIRITEHBIEAZ D
unsecured 3K 1 2,726,946 1,726,576
Super short-term commercial papers R R E 5 1,000,000 —
Lease liabilities HEAR 166,870 —
9,150,242 6,522,915
Non-current: JEBNER :
Long term bank loans, secured RHEIRITER - AEA - 178,080
Long term bank loans, unsecured REJIRITE R - EIE A - 3,328,810
US$194,800,000 zero coupon RZE—tF8TH
exchangeable bonds issued in 2017 194,800,000 L Z £.1]
(note (c)) BRES () 1,325,443 1,275,183
US$500,000,000 4.25% bonds issued in RN ZZE— \F#HITH
2018 500,000,000 T E B
4.25% M 1(E % 3,418,285 3,410,327
Lease liabilities HeaE 249,843 -
4,993,571 8,192,400
14,143,813 14,715,315
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22. Interest-bearing Bank and Other Borrowings 22. st BT R EMEE w
(continued)
Notes: B &
(@) As at 30 June 2019 and 31 December 2018, the Group’s @ RZE—AENA=tHER=-_Z—N\H
interest-bearing bank and other borrowings were secured as TZA=+—H AEEZHERITRHE
follows: s BEERIERAT ¢

31 December

2019 2018

—ZE-hEF —E—N\F

AHA=+H +=—A=+—H

RMB’000 RMB’000

AR% T ARET T

(Unaudited) (Audited)

(REEEX) (&EZ)

Secured by pledged deposits ARE &7 RER 135,474 286,984

Secured by investment deposits LA$R & 17 ;UK 3 94,553 407,724
Secured by property, plant and LAMIZE - KB R 2R 18 A R AR

equipment and right-of-use assets BEEER 561,713 367,944
Secured by all present and after AT A ARILERR A A
acquired property of Yashili New HFTBIRER 2B ESY

Zealand Dairy Co., Limited KIFEA 197,568 33,920

Secured by bills receivables LA FE H SR 1R 4K 3 273,067 -

Unsecured Ee 12,881,438 13,618,743

14,143,813 14,715,315
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22. Interest-bearing Bank and Other 22.
Borrowings (continued)
Notes: (continued)

(b) The carrying amounts of the Group’s interest-bearing bank
and other borrowings are denominated in the following

RS BAAR S WS E R

FFRERTREMEREw

st ()

(o)

A5 B DA T3S M 2 R0 BB 4R1T B EA
R EEEDT ;

currencies:
30 June 31 December
2019 2018
—E-hEF —T—)\F
AA=tA t+-A=t-~8
RMB’000 RMB’000
AR®T T ARET T
(Unaudited) (Audited)
(REEER) (f8&=%)
Hong Kong dollars BT 3,565,789 3,376,261
United States dollars Ep 6,274,441 6,153,396
New Zealand dollars ¥EmMT 193,089 12,793
Euro BT 33,136 —
RMB AR 4,077,358 5,172,865
14,143,813 14,715,315

(c) On 6 June 2017, the Company issued US$194,800,000 zero
coupon exchangeable bonds due 2022, which are
exchangeable into 689,438,782 shares of China Modern
Dairy at the initial notional exchange price of HK$2.1995 per
share. The Group classified the exchangeable bonds as
financial liabilities at fair value through profit or loss. During
the six months ended 30 June 2019, a net fair value loss of
RMB48,028,000 (six months ended 30 June 2018: net fair
value gain of RMBS3,492,000) was recognised in other
expenses (note 5).

RZZE—+tFXANRB ARRAET
194,800,000 T H) P8 —F = — F H| B @y
TEBRRES  HiRBULEERR
& (BRR1H2.1995/8 1) Bk SR BE AR
3 #9680,438, 782 i 1 - AEE D HF
RRESFBANREE BEEEZBF A
Bmremas REEZZ-NAF~A
=+HIEAER  AREBEFEARE
48,028,000t (BE—ZT—N\FA=*+
AEXEAR: AnBERZFEARE
3,492,0007T ) A H fth B F P fesR (B sE5) o
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23. Other Financial Liabilities

23. HhsmaE

30 June 31 December
2019 2018
—E-hEF —ZE-NF
AA=+H +=ZA=+—AH
RMB’000 RMB’000
AR TR AREEF T
(Unaudited) (Audited)
(REEZR) (Fe2H%)
Present value of consideration KB EBUWE BT
payable arising from a business RERE
acquisition 30,000 —
Present value of redemption A REUR I AT & FE I AR
amount for potential acquisition IR R EE SRR
of puttable non-controlling RE
interests (@) 1,602,671 1,610,947
1,632,671 1,610,947
Note: BT 5T -
(@)  Under the equity joint venture contract entered into between @ WBEARFHEZFLEIMNERAF ([EE

Inner Mongolia Mengniu and Danone Asia Pte Ltd. (“Danone
Asia Pte”) dated 9 August 2013, an option was granted to
Danone Asia Pte to terminate the equity joint venture
contract and sell the entire stake of Danone Asia Pte to
Inner Mongolia Mengniu at the exercise price within a 15-
day period at the beginning of each biennial (2-year) period
from the seventh (7th) anniversary of the relevant closing
date under the amended and restated framework agreement,
subject to compliance with the then applicable laws and
regulations (including the Listing Rules) by the Company,
including the then relevant Listing Rules in connection with
connected transactions. As at 30 June 2019, the Group
derecognised a non-controlling interest of RMB600,905,000
(81 December 2018: RMB612,091,000) and recognised a
present value of the amount payable upon exercise of the
option of RMB1,602,671,000 (31 December 2018:
RMB1,610,947,000) as a financial liability and accounted for
the difference in equity.

TMDR=ZF—=FN\ANBTINEE
KESR - ERMNER —TRERE 7
ELIEET REFTHER B EAERERZE AR
L7GBER  ERQEHBZHBE TR
KRR IEEEKLEER - WHEs MR
BE2MRTEEETAERRS - BEERRF]
VEESTEREERED RER (B L
MHAADWRE  BIFEER EmRRER
BEXSHETE R_T—AF~NA=T
H - AEER FHERIFERKRRER AR
#¥600,905,000 L (= — NF+=A
=+—0B: AR#¥612,091,0007T) RILTT
FTEERERENRENREEARE
1,602,671,000c (Z T — \F+ = A
=+—H : AR#1,610,947,0007T) iR
RemMBE WS ARR -
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24. Share Capital

RS BAAR S WS E R

24. IRA

Number of
ordinary
CHETCE

ERERHE
’000 RMB’000
FR AR®T R

Issued and fully paid: ERITRAR
At 1 January 2019 (Audited) RZZE—NF—HA

— B (&FEZ) 3,927,708 357,602
Shares issued under equity-settled 1R 1% LARR D X~ 89

share option scheme PRI ERT BB 1T

&1 (@) 3,413 300
At 30 June 2019 (Unaudited) RZZE—NFRA

=+H8CGREEZ) 3,931,121 357,902
At 1 January 2018 (Audited) RZE—-—N\F—H—H

(F|Z) 3,927,361 357,572
At 30 June 2018 (Unaudited) RZE—N\FEA

=+ B CGREEZ) 3,927,361 357,572

(@) During the six months ended 30 June 2019, 3,412,500 (six (@)

months ended 30 June 2018: Nil) share options have been
exercised, resulting in the issue of 3,412,500 (six months
ended 30 June 2018: Nil) ordinary shares (equivalent to
share capital of RMB300,000 (six months ended 30 June
2018: Nil)) of the Company and share premium of
RMB53,426,000 (six months ended 30 June 2018: Nil). The
weighted average share price at the date of exercise for
these options was HK$29.26 per share.

REBEE=FT-—NAFA=1HIEAEAR
3,412,500f7 (BE2=Z—N\FA=+H
IEAREA &) BREETE - ST
ARAR)3,412,500/% (BE=F— \F /XA
=+RHIEANEA &) Tmik GBS RIRA
AR #300,000L (BEE=ZF— \F XA
=+RIEREAR &) RRMHEBEARE
53,426,000t (BIZ =T —\F A=+
HiIEAMEA : &)  ZEBERENRITER
Z IR B B E A% 29.26 5 T
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25. Share Option Scheme 25, B RESTE
Movements of outstanding share options HARITEBEREZE
Lapsed/
As at Granted Exercised forfeited As at  Exercisable
1 January  during the  during the  during the 30 June at 30 June
2019 period period period 2019 2019
®
i R ZE-h%F
—E-hE WAk, =B-hE KRAZtH
Date of grant -A—-H g  SA=tH AT
13 July 2017 —T—+FtA+=H 9,236,545 = (2,375,653) (177,614) 6,683,278 2,161,720
7 May 2018 —E-\FRAtH 9,245,873 = (507,847) (628,450) 8,109,576 3,754,645
24 December 2018 T \FTZAZ1mA 37,248,880 = (529,000)  (1,499,950) 35,219,930 7,842,290
Total @t 55,731,298 = (3,412,500)  (2,306,014) 50,012,784 13,758,655

Lapsed/
As at Granted Exercised forfeited As at  Exercisable
1 January during the during the during the 30 June  at 30 June
period period period 2018

Date of grant

13 July 2017 “E—tF+A+=H 10,449,215 - - (685,363) 9,763,852 -
7 May 2018 —E2-\¥HA+H — 9,593,689 - (20950) 9,572,739 -

Total @3t 10,449,215 9,593,689 - (706,313) 19,336,591 -
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25. Share Option Scheme (continueq)

The average fair values of equity settled share options
granted during the six months ended 30 June 2018 were
estimated as at the date of grant using a binomial model,
taking into account the terms and conditions upon which
the options were granted. The following table lists the
significant inputs to the model used:

RS BAAR S WS E R

25, BRETEw

BHE_Z-N\FXA=TRHILEXNEARNEK
HARM XN BREZ FHRAEBETIR
B BMER —EFHEEETER X
EERARBREZE L ERRGES T
RN PTARE 2 EBRNBARE :

7 May 2018
—E-N\E

FAtH

Dividend vyield (%) A% B R (%) 0.64
Expected volatility (%) T8 HA R B 2 (%) 34.00
Historical volatility (%) JFE 520K B 2 (%) 33.90
Risk-free interest rate (%) 4 2 B ) 2R (%) 2.14
Option life (years) MR H (4F) 5
Spot price (HK$ per share) REE BT/ ZR)) 26.05
Exercise price (HK$ per share) TEE BT/ #8%) 26.05

The fair value of the share options granted during the six
months ended 30 June 2018 was estimated to be
RMB61,982,000 (RMB6.46 each) at the grant date.

For the six months ended 30 June 2019, the Group
recognised an expense of RMB112,253,000 relating to the
fair value amortisation of share options during the period (six
months ended 30 June 2018: RMB18,696,000).

REBEE-_ZT—N\FXNA=1+THIt@EA
BEYERENAALABEERTBHRETAA
R ¥61,982,0007t (B AR¥6.467T) °

REBE-_Z—NAFEA=Z+tRHILAEAR
AEERBANEREBERED L E#E
BBz A R#112,253,000 (B & — =
—NFEFRA=ZF+HIEATEA: AR
18,696,0007T) °
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26. Share Award Scheme 26. REREEE
Particulars and movements of share award scheme: R EEE T EIFIE R EE
2019 —E-hF

Granted Vested Forfeited
Fair value As at  during the  during the  during the As at
per share 1 January period period period 30 June

gRANE R-A-H AR L HAER MRk RAR=1A

Number of  Number of Number of Number of  Number of

(HK$) shares shares shares shares shares
Date of grant (Bx) RHEE RAEA RAEA RHEE RAEA
13 July 2017 “T—tFtAT=A 14.62 3,050,246 = = (70,060) 2,980,186
7 May 2018 —Z-\FRAtA 26.05 6,453,689 =

(3,004,911)  (433,506) 3,015,182

5 June 2019 “Z-NEAARA (@) 28.80 - 8,201,104 - 8,201,104

9,503,935 8,201,104  (3,004,911) (503,656) 14,196,472

2018 —E-NE
Granted Vested Forfeited
Fair value As at during the during the during the As at
per share 1 January period period period 30 June
BRA7 R—A—H BAKH BAGE BRRK RAA=+H
Number of Number of Number of Number of Number of
shares shares shares shares shares
Date of grant (&) R EE kD& E fin g8 R EE L)
13 July 2017 “E—+tFtAt+=H 14.62 6,770,015 - - (475,832) 6,294,183
7 May 2018 “T-N\E¥RAtH (b) 26.05 - 6,693,084 - (24,782) 6,668,302

6,770,015 6,693,084 - (600,614) 12,962,485
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26. Share Award Scheme (continueq

(@) On 5 June 2019, the Company granted 8,201,104 shares
under share award scheme to the participants, representing
approximately 0.23% of the issued share capital of the
Company as at the adoption date. These granted shares
would vest in two equal batches on the first and second
anniversaries of the date of grant in accordance with certain
vesting conditions.

(b) On 7 May 2018, the Company granted 6,693,084 shares
under share award scheme to the participants, representing
approximately 0.2% of the issued share capital of the
Company as at the adoption date. These granted shares
would vest in two equal batches on the first and second
anniversaries of the date of grant in accordance with certain
vesting conditions.

During the period, 503,656 (six months ended 30 June
2018: 500,614) shares lapsed due to the unfulfilment of
vesting condition under the share award scheme.

The fair value of the shares granted was calculated based
on the market prices of the Company’s shares at the
respective grant dates. During the period, there was an
expense of RMB55,258,000 (six months ended 30 June
2018: RMB45,592,000) relating to the share award scheme,
and a reversal of expense of RMB2,861,000 (six months
ended 30 June 2018: RMB2,187,000) due to the
unfulfillment of vesting conditions under the share award
scheme. In aggregate, the Group recognised a net expense
of RMB52,397,000 (six months ended 30 June 2018:
RMB43,405,000) relating to the share award scheme in the
interim condensed consolidated statement of profit or loss
during the period.

RS BAAR S WS E R

IR E R BT &

@ RZZE-—NAFAARA FARFARERE
2B AT 8l M 2 B A K 18,201,104 8% iR
% EAR B RN B BN B TR
0.23% > LEERENBRO K B=FH
BE BEREETHEBEGHEELBHES
—R-ERAFHE -

) RZZFE-—NFRALH XRERERKRE
S2E) &8l M 2 B3 X 16,693,084 % ik
B AEAR BN R A R B BITRAL
0.2% - WEERLHROES R=ZFHEH
B REETEBEGHRLAHES—
EZEBRFHR -

REIA - 503,656 I (BLE T — \F
NA=THIEREA : 500,614%) B R
RENFTEIE THRB R REERM AR -

EREBRDZAAME  TTERAA R KD
RERHBHZHEE - A - REEE
sHEIFRR S B A R#55,258,0007T (B E —
E-—NERAAZ=ZFTHILEARNEA: AR
45,592,0007T) & IR E SEE)ET 8178 T 89 55
BiEEREERAMBLRD I HARE
2,861,000c (B 2E=—ZE—N\F/,A=+H
WEREA - AR¥2,187,0007T)  HIA - 2%
SEERNTPHEAGSERRPERKRE
HEASEEI L FEAEARR
52,397,000 (HE=—Z— \F A =FH
1E751E A - AR #43,405,0007T) °
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27. Business Combination

Acquisition of Shengmu High-tech Dairy

On 28 April 2019, the Group acquired a total 51% equity
interests in Shengmu High-tech Dairy from Shengmu High-
tech Farming and Inner Mongolia Shengmu Holding Co.,
Ltd. (“Shengmu Holding”) and obtained control over
Shengmu High-tech Dairy. Shengmu High-tech Dairy is
mainly engaged in the production and distribution of organic
liquid milk products. The acquisition was made as part of
the Group’s strategy to expand its market share of organic
liquid milk products in Mainland China.

The purchase consideration for the acquisition was in the
form of cash, with RMB105,461,000 paid on 19 July 2019,
and the remaining RMB30,000,000 of cash will be paid
within five business days from the first anniversary date of
19 July 2019.

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
RS BAAR S WS E R

27. (&6t

WERERSHELE
RZZ-—hFMNAZ+=H A5EEE
HEMBEERARHEERIEREGR A A
(MEHERDAHEBERSHIAED
51% At » WENIS B4R = BHFL AR B4 -
EHSMIAXIENETLEERDHARR
REESR - ZBRBRASREBEAEFTE
P 3 B 8 TR RE 3 E am B T 355 10 R A 2R B
Z—HRe

WESEENRBERER=Z—NLFLATNI
AR & H A ARE105,461,0007T
&k T A IR & A R ¥30,000,0007T # A =
E-NFLtA+NB—BFENAEZE
BRX -
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
RS BAAR S WS E R

27. ¥ E6tw
KEERSRIAEmw
RWEEEBHE  BEHRERILERNTZR
BERBENRALBEDT :

27. BUSineSS Combination (continued)
Acquisition of Shengmu High-tech Dairy (continueq)
The fair values of the identifiable assets and liabilities of
Shengmu High-tech Dairy as at the date of acquisition were

as follows:
Fair value
recognised on
acquisition
WIBERER 2
ARE
RMB’000
ARBT T
(Unaudited)
(REFEZ)
Assets BE
Property, plant and equipment W% - BB &R 580,800
Construction in progress EEIR 13 14,711
Right-of-use assets FREAE 24,003
Other intangible assets HMEEEE 45,655
Inventories FE 24,517
Trade and bills receivables FEUEBR R R & 37,161
Prepayments, other receivables and other — FAfTFk « Hith B UGB &
assets Hih &z 332,817
Pledged deposits REFEESFX 108,555
Cash and bank balances Be RIRITHET 520
Total assets mEE 1,168,739
Liabilities afE
Trade and bills payables JEMEER KR ZEE (519,419)
Other payables and accruals Hap eI RIERTEIRE A (238,710)
Interest-bearing bank and other borrowings T ERITRHEMEE (145,000)
Total liabilities BEE (903,129)
Total identifiable net assets at fair value BARBREZAHENFEE
1B EE 265,610
Less: Non-controlling interests W IEE IR AR R R = (130,149)
Purchase consideration at fair value BEARBEFECEERE 135,461
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
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27. BUSineSS Combination (continued) 27- %i%éﬁ(%)

Acquisition of Shengmu High-tech Dairy (continueq)
An analysis of the cash flows in respect of the acquisition of
Shengmu High-tech Dairy for the six months ended 30
June 2019 was as follows:

WRERSHIFw
REBEE_T-AFAAA=ZTHIENEARK
BEHSMIAENEZRESTNT

RMB’000
AR®ETT

Cash consideration
Cash and cash equivalents acquired

RetE
WEASREMEEEHED 520

Net inflow of cash and cash equivalents included
in cash flows from investing activities

Transaction costs of the acquisition included in
cash flows from operating activities

BREREEHELNRSREN
WRERBSFEWERA 520

EREREXRBELNRSREN
H U 52 5 PR (870)

(350)

Acquisition of other subsidiaries

During the six months ended 30 June 2019, the Group
acquired three other subsidiaries from third parties. These
subsidiaries are mainly engaged in the sale of dairy
products. These acquisitions were made as part of the
Group’s strategy to expand its market share of liquid milk
products in Mainland China. The total purchase
considerations for these acquisitions were in the form of
cash of RMB5,504,000 paid at the acquisition date. These
business acquisitions gave rise to goodwill of
RMB8,476,000 in total.

WEE H b+ &)
HE-_Z-AFENA=1HI/E A/
AEEEBE= A REEM=KFAOA %
EFRRFTEREIERMBEE - Z2ZWE
BHEAAEERAE P B A A REDE
WA ENENRE 2 —R - ZSWED
BURERERKEBRHURSEAZHA
R#5,504,0007T - ZEXBKBELERE
A H AR¥8,476,0007T °
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

27. Business Combination (continueq)

Acquisition of Modern Dairy (Bengbu) and Modern
Dairy (Feidong)

On 10 April 2018, the Group acquired 50% equity interests
in Modern Dairy (Bengbu) and Modern Dairy (Feidong) from
Modern Farming (Group) Co., Ltd. (“Modern Farming”), a
subsidiary of China Modern Dairy. Modern Dairy (Bengbu)
and Modern Dairy (Feidong) are mainly engaged in the
production and distribution of liquid milk products. Since the
date of acquisition, the Group obtained control over Modern
Dairy (Bengbu) and Modern Dairy (Feidong). This is because
the Group owned more than 50% of the voting right. The
acquisition was made as part of the Group’s strategy to
expand its market share of liquid milk products in Mainland
China.

The fair values of the identifiable assets and liabilities of
Modern Dairy (Bengbu) and Modern Dairy (Feidong) as at
the date of acquisition were as follows:

RS BAAR S WS E R

27. ¥ &6 w

Wy B IR A 43R (B 1R) | IR AR 4 ZE (BB
R)

RZF-NFOA+HE AKEBE+TEHR
REXTFRABRAKE(EE)ERAA
(MFRARKE(RE)]) BER AR (F18)
RBRBE (BR) H50% A H# - AR HKE
(BER)RBRRBMEER) TERELEER
DIHREYEMR - BUE BB - AKER
BRAKE (HR) MREAHE (ER) fE
HIHE o UL YRR AR E A B50% IR R
o ZARBRAEERAERBE AN
R EMNTIZMNENREZ IR -

RUEEEIE R E - RAHBCE (FR) RBER
BEGER)MAIBREERBEAAER
™

Fair value
recognised on
acquisition
WEBERERN
ARE
RMB’000
ARBTTT
Note (Unaudited)
B 5 (REFEZ)
Assets BE

Property, plant and equipment Y - BB R 405,299
Construction in progress EETR 13 31,232
Land use rights T HbfE AR A 5,980
Other intangible assets Hih i & &= 613
Inventories FE 17,915
Trade and bills receivables FE MR 3 e =B 34,688

Prepayments, deposits and other AR - e R E b B EUR
receivables 122,225
Cash and bank balances Re MRITHETF 147,600
Total assets BEE 765,552
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27. BUSineSS Combination (continued) 27- *Z%éﬁ(@)
Acquisition of Modern Dairy (Bengbu) and Modern W BE IR 42 (H1R) R IR E (B
Dairy (Feidong) (continued) R) @
Fair value
recognised on
acquisition
W B B TR R Y
ARE
RMB’000
ARETF T
Note (Unaudited)
B 5E (REEZ)
Liabilities BfE
Trade payables JETER R (132,891)
Other payables and accruals B RERTERER (27,836)
Interest-bearing bank and other borrowings s ER1T R HMEE (487,739)
Income tax payable FEREEH (5,697)
Total liabilities BEE (654,163)
Total identifiable net assets at fair value BARBREZAHEFEE
k) 111,389
Less: Non-controlling interests W EIERR AR R A (55,695)
Less: Entrusted loans due from Modern W FEWGR R (BR) E T
Dairy (Feidong) =N (65,400)
Add: Goodwill arising on acquisition B E e R 14 346
Add: Effective settlement of entrusted loans Al : FEURIR R 4K ZE (BBR) U ZE =T
due from Modern Dairy (Feidong) BERBREE 65,400
Purchase consideration at fair value BARBRECEERE 56,040




27.

28.
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

Business Combination (ontinueq) 27.

Acquisition of Modern Dairy (Bengbu) and Modern
Dairy (Feidong) (continued)

An analysis of the cash flows in respect of the acquisition
of Modern Dairy (Bengbu) and Modern Dairy (Feidong) for
the six months ended 30 June 2018 was as follows:

RS BAAR S WS E R

E¥¥ebtw

WEEE A4 E (HFR) REBBARAKEE
)@
HEHE_ZT-N\EFXNA=ZTHIEANEAK
BB IR A (B8R ) IR (JER) /938
EREDWWT :

RMB’000
ARMT T
Cash consideration ReNRE (56,040)
Cash and cash equivalents acquired WHEMSRe RS EEY 147,600
Net inflow of cash and cash equivalents included  BIEEXREETHELMNRESREN
in cash flows from investing activities MNIRERRESEEWERA 91,560
Transaction costs of the acquisition included in BRESEEBELENREREAN
cash flows from operating activities B UK B X 5 AR AR (100)
91,460
Commitments 28. AEiE

The Group had the following outstanding capital
commitments in respect of the purchase and construction
of property, plant and equipment as at the end of the
reporting period:

Contracted, but not provided for BRI 4B KRB

RBERR - AEEEFABEREZYE -
BE R EBHRENEARAENT

30 June 31 December
2019 2018
—E-hEF —FT-N\F
~A=+H +-A=+—H

RMB’000 RMB’000
AR%T ARETFTT
(Unaudited) (Audited)
(RBER) (&%)

1,245,594 1,047,984
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29. Contingent Liabilities

30.

During the period, a non-controlling shareholder of the
Group alleged that the Group has breached the investment
deed associated with the associate, thereby entitling it to
exercise the put option right to sell its equity interests in the
associate to the Group. The directors, based on the advice
from the Group’s legal counsel, believe that the Group has

HAREE

HIR - NEE - 2R RERARE
EREBENFAENRERE YR
BRITERGHEARANEE L E LN
BRAMERE - REAKRBIZZBERNE
R BEERR/AEEYEERRERE
F W RN % E M KR P oL E R REF

not breached the investment deed and accordingly, did not IR -
provide for any claim in these financial statements.

(a)

Related Party Transactions

30. EBEALRE

In addition to the transactions and balances which are (a) BRRPHAMRAL A SRR EME
disclosed elsewhere in the

interim condensed
consolidated financial statements, the Group had the

BRHOR P RAERIN - N5 B 5 H
BRI NEMEBATETTIEX

following significant transactions with its associates P
and other related parties.

(I

(V1)

(VI

Sale of liquid milk
products to associates

Sale of ice cream
products to associates

Sale of products to
affiliates of a major
shareholder of the
Company

Purchase of raw materials
from affiliates of a major
shareholder of the
Company

Purchase of raw materials
from associates

Purchase of liquid milk
products from an
associate

Purchase of utilities, rental
and outsourcing
services from
associates

For the six months ended 30 June
BEASNA=1THIEAEA
2019 2018
—E-AF —E-N\F
RMB’000 RMB’000

AR TR ARBFTT
(Unaudited) (Unaudited)
(REER) (RIEEZ)

[ B i ) 8 5 TR AR

WY EE G () 378,906 726,912
MEEE N RIHEKH
ME @ () 22,100 28,565
MARE —HEER
BB BEARLE
EE
() 2,793 5,339

MARAR—BEBR
RHBBARBEE
JRM
(i) 333,233 443,485
mEEQREE
R () 2,864,168 2,610,879
M—REE AEE
R REAT) EE
[0} - 239,995
) B & N B B A
R HERINE
AR 75
[0} 14,178 5,407
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

30. Related Party Transactions (continueq)

(a)

(b)

(c)

(continued)

Note:

(i) The considerations were determined with reference to
the prevailing market prices/rates and the prices
charged to third parties.

Other transactions with an associate

During the six months ended 30 June 2018, the
Group acquired 50% equity interests in Modern Dairy
(Bengbu) and Modern Dairy (Feidong) from Modern
Farming, a subsidiary of China Modern Dairy. Since
the date of acquisition, the Group obtained control
over Modern Dairy (Bengbu) and Modern Dairy
(Feidong). This is because the Group owned more
than 50% of the voting right. The purchase
consideration for the acquisition was in the form of
cash, with RMB56,040,000 paid at the acquisition
date to Modern Farming. Further details of the
acquisition are included in note 27 to the financial
statements.

Compensation of key management personnel
of the Group

ik
e lOER
AR ARAE R (R

Directors’ fees
Salaries and allowances
Retirement benefit contributions

RS BAAR S WS E R

30. EBEALIRFw

(a)

(b)

(c)

(%)

B &E -

() REDLL2EERHTSERFE
RUWHRE =TT R BIREEE

H-EHEARNHEMRS

BE_T-N\FARNA=THLARA
A AEEETBERAKETFRAR
R (RE) WBRAHE(HR)
RBERHE (BR) #50% B - 5 i
BRME AEERGEREAHE (H
18) RIRACHUR (BEER) #0425 il 4 o it
TIRMAEBERBS0%H IR FZHE -
ZERBHEBREUARSFAX
- RS BB IR AR (R ) X
it AR #56,040,0007T © 7% 4 B8 9 3
— S BENM B mKRM 2T -

AEENEEZEEA SR

For the six months ended 30 June

BEAA=t+HLLAEA

2019 2018
—E-hEF —E-N\F
RMB’000 RMB’000
AR®ETT ARBTTT
(Unaudited) (Unaudited)
(REER) (REEHE®Z)
563 553

10,870 12,039

956 987
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
REMBERIMEE

AR

30. Related Party Transactions (continueq)
Compensation of key management personnel
of the Group (continued)

(c)

Notes:

U

(i)

(i)

The key management compensation represented
remuneration paid or payable to the directors and
senior executives of the Company.

In addition to the key management compensation
shown in above table, during the period from 2017 to
2019, certain directors and senior executives were
granted share awards in respect of their services to
the Group under the share award scheme of the
Company. In accordance with IFRS 2, share-based
payments represent the fair value of the shares at the
grant date amortised to the interim condensed
consolidated statement of profit or loss during the
period disregarding whether the shares have been
vested/exercised or not. During the period, the share-
based payment expenses relating to the shares
granted to these directors and senior executives were
approximately RMB16,319,000 (six months ended 30
June 2018: RMB10,526,000).

In addition to the key management compensation
shown in above table, during the period from 2017 to
2018, certain directors and senior executives were
granted share options in respect of their services to
the Group under the share option scheme of the
Company. In accordance with IFRS 2, share-based
payment benefits represent the fair value of the share
options at the grant date amortised to the interim
condensed consolidated statement of profit or loss
during the period disregarding whether the options
have been vested/exercised or not. During the period,
the share-based payment expenses relating to the
share options granted to these directors and senior
executives were approximately RMB93,003,000 (six
months ended 30 June 2018: RMB11,072,000).

30. BBEA TR B w
REENZTEEE A ENHERMN @

(c)

B &E -

U

(i)

(i)

TEREEABNRMEE MREN
RRAREERRRITRAENHE -

BREXRFIAHEEEEASHRHN
IR ZE—EFE_T-NEH
M ETESKERITRABRE
FUREBERREERR RIRIRR
ZRET BN ERE - BER
PR RS A B2 UGB A
EMH S AHERONIZ LB #HHA
AE - HAERFHBRALREER
KRTAESE  MAmZzERER
GERB f1E- AN GlET
ZEEERERITERABRENL
BRDAEROINTHAOARE
16,319,000 (B = =& — \F X
A=+BLERNEA: AR%
10,526,0007T ) ©

BREXRFTAHMEEEEAS RN
IR ZE—EFE_T—\FH
M ETESKERITRASRE
ZUREENREERNRRIRIRE
R A 5T B0 5 o B AR AR o AR 4R B R B
R EERFE 2N - RN BER
WX TEERERE L BN RR
B HAERFHHRREERER
RTF LAY - T am ez SR ARE =
GERB f1E- AN GEET
ZEEERRRITHABBRER
AR ABERAOX A EABNAR
#93,003,0007T (Bt &£ =& — )\ F
NAZ+THLERNEAR: AR
11,072,0007¢ ) ©
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30. Related Party Transactions (ontinueq) 30. EBEALIRFw

(d) As at 30 June 2019 and 31 December 2018, the (d) RZZE—NAFAA=ZTBEEZZE—N
balances arising from related party transactions are as F+—_A=+—8 BBRALXRZE

follows: EREBRIT

Trade and bills receivables from: R T I = H R N B B2 4 -

30 June 31 December

2019 2018

—®-h&E -—T-NF

ANA=+H +=-A=+—H

RMB’000 RMB’000

AR®T T AR®ET T

(Unaudited) (Audited)

(REER) (&%)

Associates iR /NG| 339,937 304,639
Affiliates of a major shareholder of ~ANAR]—HEBREAEE

the Company NS 1,083 580

341,020 305,219

Prepayments, other receivables and other assets PR T 51 &5 B TE T 3R~ E b 8 UGR

from: AN HEAME E -

30 June 31 December

2019 2018

—E-hF —ZE-N\F

ANA=+H +=-A=+—H

RMB’000 RMB’000

AR® Tt ARBFT

(Unaudited) (Audited)

(REEZR) (K %)

Associates iR /NC]| 251,333 18,000
Affiliates of a major shareholder of — ZANAR]—% = B AV

the Company NS 1,538 —

252,871 18,000
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RS BAAR S WS E R

30. Related Party Transactions (continueq)

(d) As at 30 June 2019 and 31 December 2018, the (d)

balances arising from related party transactions are as
follows: (continued)

Trade and bills payables to:

30. EBEALIRFw

RIB-AFAA=ZTERE-ZN
F+ZRA=+—H BBMALRIE

ERERINT ¢ om

BN T O ETHERERE

30 June 31 December

2019 2018

—E-hF —E-NEF

ANA=+H +T=-H=+—H

RMB’000 RMB’000

AR®T T ARETT

(Unaudited) (Audited)

(REER) (&%)

Associates /N 429,146 468,613
Affiliates of a major shareholder of AR F]—HEBREMIEE

the Company NC] 122,775 68,868

551,921 537,481

Other payables and accruals to:

Associates iR /NG|

FEAT 513 77 6 Bt & A< SR IR K FE B2

g2

30 June
2019
—E-hF
ANA=TH

RMB’000
AR®TT
(Unaudited)
(RBER)

1,563

31 December
2018
—E—-N\F

+=—A=+—8

RMB’000
ARBTT
(Audited)
(fREZ)

5,131
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

30. Related Party Transactions (continueq)

(d)

As at 30 June 2019 and 31 December 2018, the
balances arising from related party transactions are as
follows: (continued)

Except for certain prepayments, other receivables and
other assets from associates of approximately
RMB233,333,000 (31 December 2018: Nil) with a
fixed interest rate of 4.8% per annum, the above
balances are unsecured, non-interest-bearing and
repayable on credit terms similar to those offered to
or by independent third parties.

Other outstanding balances with associates
As at 30 June 2019, the Group had entrusted loans
of RMB12,465,000 (31 December 2018:
RMB27,197,000) due to certain associates included in
“Interest-bearing bank and other borrowings”. The
Group obtained those loans from certain associates
via banks. The balances are unsecured, with an
annual interest rate of 1.15% (31 December 2018:
1.15%).

As at 30 June 2019, the Group had entrusted loans
of RMB1,000,000,000 (31 December 2018:
RMB1,000,000,000) due from China Modern Dairy
included in “Other financial assets”. The Group loaned
out the money via banks. The entrusted loans are
unsecured, with an annual interest rate from 4.00% to
4.79% (31 December 2018: 4.00%).

RS BAAR S WS E R

30. EBEALIRFw

(d)

(e)

RZZE—AFAAA=ZTBEE=ZZE—N
F+-_A=+—H BHRALZSE
EMERDOT @

BrE TTER SRIA - 125 N H b JE Y
&N B4 A K #233,333,0007C
“E-NF+-A=+—H:E)K
4.8% K [ETE F FFEET BN - EallaE R
AERKENGES  EEEEHELT
SEABYE=FERS

ER B N\ B H A AL AR
R-ZZE—NFANA=1TH AEEH%
EENETHERRZTERARE
12,465,000 (Z &2 — \NF+ = A
=+—H: AR®27,197,0007T)
WEGAIGTERITEEMBEE] - &
EEIBEBBITHS TR E R RMBEZ
LEER -BEBRAEEEMR FHXEL
1.15% (22— N\F+=A=+—H:
1.15%) °

RIZE—NFNA=1TH NEBEE
BRERFPERRBEZTERARK
1,000,000,0007C (ZF—\F+= A
=+—H: AR®1,000,000,000
Jo) c WEFATEMESREE] - &
SEFERBPITELZNE - ZEAE
REEERE - FFEN F4.00%E
479% (ZFE—N\F+H=1T—8:
4.00%) °
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31. REHEITHNEMITE
RFEBF  SEHENSBRIANSET

31. Financial Instruments by Category

The carrying amounts of each of the categories of financial
instruments as at the end of the reporting period are as

follows:

As at 30 June 2019

Financial assets:

BT :

R-B-hEXA=TH

THMEE :

Fair value
Fair value through other
Amortised through profit comprehensive
cost or loss income
BARERHE BRANERE
BHE#E HHEFHHA
BHEEAR FABE Htt2EkE @t
RMB’000 RMB’000 RMB’000 RMB’000
ARET T ARET R AR®T R AR®T R
Trade receivables U ER X 3,656,485 - - 3,656,485
Bills receivables W RE = 530,241 - 530,241
Financial assets included in BERENR - EiofE
prepayments, other receivables WHEREMEE
and other assets MemEE 529,993 - - 529,993
Equity investments WA E - 28,528 157,936 186,464
Convertible promissory note AT N R - 196,293 - 196,293
Warrants and subscription rights of RIS RE & SRR #E
warrants ety = 43,564 = 43,564
Entrusted loans ZHEER 2,295,951 - - 2,295,951
Derivative financial instruments MESHITA - 14,016 17,199 31,215
Investment deposits KEFR - 12,146,040 - 12,146,040
Pledged deposits REETFI 437,895 - - 437,895
Long term receivables K AR UL F0E 124,360 - - 124,360
Cash and cash equivalents RERBEFEY 2,653,588 - - 2,653,588
Time deposits TEHATE 3K 5,666,625 - - 5,666,625
15,364,897 12,958,682 175,135 28,498,714
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31. Financial Instruments by Category (ontinueq

As at 30 June 2019 (continued)

Financial liabilities:

FESESUXERAFT —FTNAFPHRE

31. REHEIHWEMITEw

R=FB—-AEANA=+Hw

THMEE:

Fair value
Amortised through profit
cost or loss
BARERE
BEHZHTA
8 B A B et
RMB’000 RMB’000 RMB’000
ARETR ARET R AR%ETR
Trade and bills payables ERERAREE 7,022,891 - 7,022,891
Financial liabilities included in other A& E 4 & 1+ 208 Iz
payables and accruals BIREAZCHEE 6,531,754 - 6,531,754
Interest-bearing bank and other SFERTREMEER
borrowings excluding zero coupon (TEEZTETHRR
exchangeable bonds &%) 12,818,370 - 12,818,370
Zero coupon exchangeable bonds TRARkES - 1,325,443 1,325,443
Derivative financial instruments MEERMITE - 22,492 22,492
Other financial liabilities HieraE 1,632,671 = 1,632,671
28,005,686 1,347,935 29,353,621
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31. Financial Instruments by Category wontineq 31. ZEHE W EEM T A w

As at 31 December 2018 R=-ZZE-N\FE+=-HA=+—H
Financial assets: EREE

Fair value

Fair value  through other

Amortised through profit ~ comprehensive
cost or loss income
BRAERE

BRAnEGERE  BHEHHA
BEpA HEHFARS HttzAkS Bt
RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARBTLT  ARETR  ARBTR

Trade and bills receivables BUEETR R ZE 2,891,973 - - 2,891,973
Financial assets included in BERNENT - HifE

prepayments, other receivables WRERAMEE

and other assets HeREE 488,002 - - 488,002
Equity investments RARE - 31,599 109,148 140,747
Convertible promissory note ARESRER - 196,130 - 196,130
Subscription rights of warrants R EERE R - 72,687 - 72,687
Entrusted loans ZAER 2,280,713 - - 2,280,713
Derivative financial instruments TEEBIA - 49,212 28,598 77,810
Investment deposits BREGER - 9,281,963 - 9,281,963
Pledged deposits RELER 623,495 - - 623,495
Long term receivables R B MR 128,586 - - 128,586
Cash and cash equivalents ReRBESEED 4,370,494 - - 4,370,494
Time deposits EHER 4,848,912 - - 4,848,912

15,632,175 9,631,591 137,746 25,401,512




FESESUXERAFT —FTNAFPHRE 125

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
RS BAAR S WS E R

31. REHEIHWEMITEw
R-ZE—-NF+ZA=+—H®

31. Financial Instruments by Category (ontinueq
As at 31 December 2018 (continued)

ERAE:

Financial liabilities:

Fair value
Amortised through profit
cost or loss Total
BAfETER
RMB’000 RMB’000 RMB’000
AREFTT ARETT ARETTT
Trade and bills payables ERERREER 7,021,542 - 7,021,542
Financial liabilities included in other B ¥&EH H 4th & (- 2018 |2
payables and accruals BREAZEHEE 5,851,674 - 5,851,674
Interest-bearing bank and other FPERTREMESR
borrowings excluding zero coupon (TEETETRK
exchangeable bonds &%) 13,440,132 - 13,440,132
Zero coupon exchangeable bonds TEABMRES - 1,275,183 1,275,183
Other loans Hih &5 22,912 - 22,912
Derivative financial instruments TESBTA - 27,162 27,162
Long term payables RHIENFIE 12,616 - 12,616
Other financial liabilities Hpe AR 1,610,947 - 1,610,947
27,959,823 1,302,345 29,262,168
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32. Fair Value and Fair Value Hierarchy of

Financial Instruments

Fair value

The fair value of the financial assets and liabilities is the
amount at which the asset could be sold or the liability
transferred in a current transaction between market
participants, other than in a forced or liquidation sale.

The following methods and assumptions were used to
estimate the fair values:

The fair values of cash and cash equivalents, short term
pledged deposits, trade and bills receivables, trade and bills
payables, financial assets included in prepayments, deposits
and other receivables, financial liabilities included in other
payables and accruals, current interest-bearing bank loans
and other loans approximate to their carrying amounts
largely due to the short term maturities of these
instruments.

The fair values of the non-current portion of other financial
assets, long term pledged deposits, long term time
deposits, long term receivables, the non-current portion of
interest-bearing bank loans, long term payables and other
non-current financial liabilities have been calculated by
discounting the expected future cash flows using rates
currently available for instruments with similar terms, credit
risk and remaining maturities.

The fair values of listed equity investments are based on
quoted market prices.

32.
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

32. Fair Value and Fair Value Hierarchy of

Financial Instruments (continueq)

Fair value (continued)

The Group enters into derivative financial instruments with
various counterparties, principally established commodity
trading exchanges or financial institutions with good credit
ratings. Derivative financial instruments, including commodity
futures contracts, interest rate swaps, forward currency
contracts and interest rate forward contracts, are measured
using quoted prices from financial institutions with which the
interest rate swaps, forward currency contracts and interest

32.

RS BAAR S WS E R

ERMIAEZAABRAAREBERER
()

NS =RC )
REEHRSZEZEHFHIUTESBRTA
IE%EW_LE’JWI%E%X%F)?&{ZTE
LRSS EEE - mRPEEH - FIRE
BBRAINEEHORFEERENSTE
SRITA  DNERARETVABHEEH
RHINESORFRERH AN S RIEE
WREHFE - EmHIEEY - FXRHHR - &
HINESHRFREHANNEEEREL
RAEER -
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rate forward contracts are entered into. The carrying
amounts of commodity futures contracts, interest rate
swaps, forward currency contracts and interest rate forward
contracts are the same as their fair values.

TRHEHETHREER AR BMANGE
BEil(BRARBERBRNE=ZR) REER
ARERT A ERE ABIE -

The following table shows the valuation techniques used in
the determination of fair values of investment deposits,
which fall within Level 3 of the fair value hierarchy, as well
as the significant unobservable inputs used in the valuation.

Significant
unobservable
input
EATHEE
BABE

Valuation

technique Sensitivity of fair value to the input

BABBHAAENY

fh B 5 i

Investment deposits ~ Discounted cash Expected yield 1.80% t0 5.01%  10% (31 December 2018: 10%) increase (decrease) in expected

flow method (31 December 2018: yield would result in increase (decrease) in fair value by
2.40% to 5.01%) RMB19,148,000 (31 December 2018: RMB12,392,000)
REFR FREEREA Rk EE 1.80%%£5.01%  FEEKEEEMORD)10%(ZE—NF+ZA=+T—H:10%)

(Z2-\%F+=A BEHA R BN (R D) ARE19,148,0007T
=t+-8: (ZZ-NE+-F=+—-H: AR¥12,392,0007)
2.40%%5.01%)

1.80% to 5.01%

(31 December 2018:

2.40% to 5.01%)

1.80%%£5.01%

(ZZ-N\%+ZA

=t+—-8: (=
2.40%%£5.01%)

10% (31 December 2018: 10%) increase (decrease) in discount
rate would result in decrease (increase) in fair value by
RMB19,225,000 (31 December 2018: RMB12,360,000)

WREEM A 10%(ZF—NE+=A=+—8 :10%)
HEHA R ERD () ARE19,225,0007
Z-NF+=-A=+—-H: AR¥12,360,0007)

Discount rate
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32. Fair Value and Fair Value Hierarchy of 32. @RI EZAARAERAALEER

Financial Instruments (ontinueq) (80)
Fair value (continued) A RE @
The carrying amounts and fair values of the Group’s rEEzSRTA (BRREEEAABEARE
financial instruments, other than those with carrying RS e T AN 2RAERARER
amounts that reasonably approximate to fair values, are as ™
follows:
Carrying amounts Fair values
EREE ARE
30 June 31 December 30 June 31 December
2019 2018 2019 2018
—E-hE —E-N\5 —E-hE —T-)N\F
AA=+H +=-A=t+—H AA=+H +=-A=t+—H
RMB’000 RMB’000 RMB’000 RMB’000
AR¥T T ARETT AR¥T T ARETT
(Unaudited) (Audited) (Unaudited) (Audited)
(REER) (&%) (RBER) (&%)
Financial assets TRHEE
Long term entrusted loans ~RHZLER 4,979 12,295 4,957 12,241
Long term receivables & HA FE GRIR 50,697 57,025 48,732 54,983
Long term pledged REBRBLEN
deposits 100,000 — 99,963 —
Long term time deposits RHIEBF R 3,588,869 1,921,418 3,586,812 1,918,627

3,744,545 1,990,738 3,740,464 1,985,851
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32. Fair Value and Fair Value Hierarchy of 32. @RI EZAARAERAAEER

Financial Instruments (continueq) (80

Fair value (continued) A ARE @

The carrying amounts and fair values of the Group’s AEEzemI A (RREEEAAEGE
financial instruments, other than those with carrying RS e/ T AN 2IRAERARER
amounts that reasonably approximate to fair values, are as ™ @

follows: (continued)

Carrying amounts Fair values
REE DRE
30 June 31 December 30 June 31 December
2019 2019 2018
—E-NE —E-hE —E-N\F
AA=+A AH=TH +-A=t—H
RMB’000 RMB’000 RMB’000 RMB’000
AR®ETT ARETT AR¥ET ARETT
(Unaudited) (Audited) | (Unaudited) (Audited)
(REER) (K&EZ) (RBER) (B&%)
Financial liabilities THAE
Other non-current financial ~ His BB Lt aE
liabilities 1,632,671 1,610,947 1,632,671 1,610,947
Interest-bearing bank and & BRI REMEE
other borrowings — ERBLH
— non-current portion (TEEZETR
excluding zero coupon RESHLEE
exchangeable bonds &)
and lease liabilities 3,418,285 6,917,217 3,351,815 6,799,598
Long term payables REIE B - 814 - 792
5,050,056 8,528,078 4,084,486 8,411,337
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SRR S

BB RIRE

32. Fair Value and Fair Value Hierarchy of
Financial Instruments (continueq)
Fair value hierarchy
The Group uses the following hierarchy for determining and
disclosing the fair values of financial instruments:

Level 1:

Level 2:

Level 3:

fair values measured based on quoted prices
(unadjusted) in active markets for identical
assets or liabilities

fair values measured based on valuation
techniques for which all inputs which have a
significant effect on the recorded fair value
are observable, either directly or indirectly

fair values measured based on valuation
techniques for which any inputs which have a
significant effect on the recorded fair value
are not based on observable market data
(unobservable inputs)

32.

EMIRZAAREBERAR
&)

DREE
$%l%%%TF%M%E&&%%ﬂI

EHE &

i

F—H REHERAEEXABERARTS
MRE(CREHB)HEQARE
F_&: RAEERGERMAE B2
MMM AR BEREARE
VEABBRAIERAMEER
=3
E=H AAEERGERMTE BE

ME AR AR EBEERTE
B8 A BB I FEE N A LR A
S8R (TR BEREARE)
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32. Fair Value and Fair Value Hierarchy of 32. @RI EZAARAERAAEER

Financial Instruments (continueq )

Fair value hierarchy (continued) NAEREHR=

Assets measured at fair value: RAETTE

As at 30 June 2019 R-ZE—NFEAA=1H

Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs

Level 1 Level 2 Level 3
RIEB M5 EAAERE EBEAFUTHE

HERE WAHE WA YE
E—& et} EB=H Ht
RMB’000 RMB’000 RMB’000 RMB’000
ARBTR ARBTR AR¥T AR¥T
(Unaudited) (Unaudited) (Unaudited)  (Unaudited)
(REER) (REER) (REER) (REER)

Listed equity investments LM AR E 157,936 - - 157,936
Unlisted equity FEETRAEE

investments = = 28,528 28,528
Convertible promissory AR R

note = = 196,293 196,293
Warrants and R REE R R E

subscription rights of EREE

warrants = 43,564 = 43,564
Investment deposits BREFK - - 12,146,040 12,146,040
Derivative financial TESBITA

instruments = 31,215 = 31,215
Bills receivables e = — 530,241 530,241

157,936 74,779 12,901,102 13,133,817
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32. Fair Value and Fair Value Hierarchy of 32. @RI EZAARAERAALEER

Financial Instruments (ontinueq) (80)
Fair value hierarchy (continued) NAEEHR=
Assets measured at fair value: (continued) BARBEGTENEE & @
As at 31 December 2018 R-ZE-N\E+=-HA=+—8
Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
Level 1 Level 2 Level 3
G RT %5 ERAER BEANAHER
HRE WA B 5 AU
F—& FE-H E=M BEr
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARET T ARETT ARETT
(Audited) (Audited) (Audited) (Audited)
(%) (%) (&%) (&%)
Listed equity investments M RARE 109,148 - - 109,148
Unlisted equity FEMRAKE
investments - - 31,599 31,599
Convertible promissory AR R R
note - - 196,130 196,130
Subscription rights of RREERERE
warrants - 72,687 - 72,687
Investment deposits REGEK - - 9,281,963 9,281,963
Derivative financial TESRBTA
instruments - 77,810 - 77,810

109,148 150,497 9,509,692 9,769,337
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32. Fair Value and Fair Value Hierarchy of 32. @RI EZAARAERAAEER

Financial Instruments (continueq) (80
Fair value hierarchy (continued) NAEREHR=
Liabilities measured at fair value: RAEFE
As at 30 June 2019 R-ZE—-—NEXA=1H
Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
Level 1 Level 2 Level 3
IR R 5 EAUHE BEAFUTHE
HERE WAHE WA YE
E—& -t 1 B=R Ht
RMB’000 RMB’000 RMB’000 RMB’000
AR¥T AR¥T ARBTRT AR®TxR
(Unaudited) (Unaudited) (Unaudited)  (Unaudited)
(REER) (REER) (REER) (REER)
Derivative financial TEEmITHE
instruments = 22,492 = 22,492
Zero coupon TEARRES
exchangeable bonds = 1,325,443 = 1,325,443
= 1,347,935 = 1,347,935

As at 31 December 2018

R-E-NE+=-A=+—H

Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
Level 1 Level 2 Level 3
RGBT %S ERABE BATITEE
i) (B A HIR A\ BiE
1 E—M B=; et
RMB’000 RMB’000 RMB’000 RMB’000
ARETTT ARETTT ARETT ARETET
(Audited) (Audited) (Audited) (Audited)
(&EZ) (&EZ) (&EZ) (&EZ)
Derivative financial TESRBITA
instruments - 27,162 - 27,162
Zero coupon ZEARRES
exchangeable bonds - 1,275,183 - 1,275,183
- 1,302,345 - 1,302,345
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32. Fair Value and Fair Value Hierarchy of

Financial Instruments (continueq
Fair value hierarchy (continueq)
Assets for which fair values are disclosed:

As at 30 June 2019

Quoted prices
in active
markets

Level 1

R BT S

HERE

E—&
RMB’000
AR¥T R
(Unaudited)
(REER)

32. EMIAZAARERA

(&)

L
/L\\Jb

8 & @

=R 55
AP

R-B-hEXA=TH

Significant
observable

Significant
unobservable
inputs inputs
Level 2 Level 3
EXTHE BEAFUTHE
0AE WARE
EZR BE=M
RMB’000 RMB’000
AR®T R AR¥T
(Unaudited) (Unaudited)
(REER) (REER)

Total

RMB’000
ARBTR

(Unaudited)

(REEEHK)

Long term entrusted REZZER
loans = 4,957 = 4,957
Long term receivables REEW R - 48,732 - 48,732
Long term pledged RHRBSER
deposits = 99,963 = 99,963
Long term time deposits ~ FHIFE EiFR - 3,586,812 - 3,586,812
= 3,740,464 = 3,740,464

As at 31 December 2018

Quoted prices
in active
markets
Level 1

NG IR
KR (E
E—H

RMB’000
KRBT
(Audited)
(L E %)

R-ZEBE-N\E+=-A=+—8H

Significant
observable
inputs

Level 2
BEAAHR
B ABUE
E_&
RMB’000
ARBTT
(Audited)
(&ER)

Significant
unobservable
inputs

Level 3
ERTAEHE
i A\ BUE
B
RMB’000
AR®F
(Audited)
(&%)

Total

Bt

RMB’000
ARET 7
(Audited)
(&%)

Long term entrusted REZFTER
loans — 12,241 — 12,241
Long term receivables REEW IR - 54,983 - 54,983
Long term time deposits ~ KHATEHIER - 1,918,627 - 1,918,627
- 1,985,851 - 1,985,851




TERTAXERLF

—E-NEFRHRE

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
I RAAR S M A RIRE

32. Fair Value and Fair Value Hierarchy of 32. €RMI B AABERARERER
Financial Instruments (continueq)
Fair value hierarchy (continued)
Liabilities for which fair values are disclosed:

As at 30 June 2019

()
NAREER @

A
A

R-B-hEXA=TH

Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
Level 1 Level 2 Level 3
IR R 5 EAUHE BEAFUTHE
HERE WAHE WA YE
E—& et} E=W At
RMB’000 RMB’000 RMB’000 RMB’000
AR¥T AR¥T ARBTRT AR®TxR
(Unaudited) (Unaudited) (Unaudited)  (Unaudited)
(REER) (REER) (REER) (REER)
Other non-current HidERBemas
financial liabilities = 1,632,671 = 1,632,671
Interest-bearing bank and & BRI R EMEE
other borrowings - ¥RFHH
— non-current portion (TBERET MR
excluding zero coupon kESREER
exchangeable bonds &)
and lease liabilities = 3,351,815 = 3,351,815
= 4,984,486 = 4,984,486
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32.

33.

34.

Fair Value and Fair Value Hierarchy of
Financial Instruments (ontinueq)

Fair value hierarchy (continueq)

Liabilities for which fair values are disclosed: (continued)

As at 31 December 2018

Quoted prices

2. TMIACZAREBERAAEEBR
()
NREER =

BEREINABZEE =
R-ZE-N\F+=-A=+—H

Significant Significant

in active observable unobservable
markets inputs inputs
Level 1 Level 2 Level 3
&R S ERBE BEATUER
KR (E A HIE ) A2
F—1 FE-R FE=M T
RMB’000 RMB’000 RMB’000 RMB’000
ARET T ARET T ARETT ARETTT
(Audited) (Audited) (Audited) (Audited)
(LEZ) (LEZ) (EEZ) (EEZ)
Other non-current Hipgensemas
financial liabilities — 1,610,947 - 1,610,947
Interest-bearing bank and T ERITREMEE
other borrowings — ERBHH
— non-current portion (TEEZETR
excluding zero coupon &%)
exchangeable bonds - 6,799,598 - 6,799,598
Long term payables REEMNFE - 792 - 792
— 8,411,337 - 8,411,337

Event After the Reporting Period

On 18 July 2019, the Company issued five-year bonds due
2024 with an aggregate principal amount of
US$500,000,000 at 99.572% of the face value to refinance
the Company’s existing loans. The bonds bear interest at
the rate of 3.000% per annum, payable semi-annually in
arrears.
Approval of the Interim Financial
Statements

The unaudited interim condensed consolidated financial
statements were approved and authorised for issue by the
board of directors on 28 August 2019.

33. MEHEREE
R-ZFE—NAFLtA+N\H AR AZREE
#999.572% %% 1T 7K & 48 % /500,000,000 3%
TRZZE_NFHHMNAFES LA
ARABEAEREFBE BEHRFAX
3.000%&T & " BEFRE—IX -

#tf A HA B B R 3R
BEeER_T—NENA-+ N \BitE

RIRETBREEZT AHARS M TR
%o
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