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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
(such as UHT milk, milk beverages and yogurt), ice cream, milk
formula and other products (such as plant-based protein beverage
and cheese). Mengniu made it on the “Global Dairy Top 20” list
published by Rabobank, placing itself among the top 10 of dairy
industry in 2017 and 2018 consecutively. By the end of June 2018,
the Group’s annual production capacity of dairy products reached
9.51 million 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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CORPORATE INFORMATION
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Board of Directors
Executive Directors
Mr. LU Minfang

Ms. WU Wenting

Non-executive Directors
Mr. MA Jianping (Chairman)

Mr. NIU Gensheng

Mr. Tim @rting JORGENSEN
Mr. Pascal DE PETRINI

Independent Non-executive Directors

Mr. JIAO Shuge (alias JIAO Zhen) (Vice-Chairman)
Mr. Julian Juul WOLHARDT

Mr. ZHANG Xiaoya

Mr. YAU Ka Chi

Senior Management
Mr. ZHANG Ping

Mr. LIU Shengli

Mr. GAO Fei

Mr. LUO Yan

Mr. WEN Yongping

Mr. ZHANG Zhaoxu

Mr. Yu Weizu

Mr. YANG Zhigang

Mr. ZHANG Yong

Mr. KWOK Wai Cheong, Chris (Qualified Accountant & Company

Secretary)

Stock Code
Hong Kong Stock Exchange 2319

Investor Relations Contact
Ms. Willow Wu

32nd Floor, COFCO Tower

262 Gloucester Road

Causeway Bay

Hong Kong

Email: ir@mengniu.cn

Website: www.mengniuir.com
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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

S

2018 2017
—E-)N\FE —EF—tF
RMB’000 RMB’000
ARSTRT AREBTT

BEAA=TRILAEAR
(REER)

For the six months ended
30 June (Unaudited)

Revenue 1 ON 34,474,336 29,465,755 17.0%
Gross profit EA 13,522,279 10,502,573 28.8%
Profit attributable to Owners of RAE A AEGEFE

the Company 1,562,013 1,127,900 38.5%
Net cash flows from operating activities ~— A& %K EARERESRE 3,400,346 3,434,149 (1.0%)
Earnings per share (RMB) ERAEF(ARET)

— Basic —®K 0.400 0.290 37.9%

- Diluted —HE 0.400 0.290 37.9%

Mengniu, for the tenth consecutive year, made the “Global
Dairy Top 20" list published by Rabobank, and placed among
the top 10 for the second year. It was also named one of
the top 20 in the BrandZ™ list of the most valuable Chinese
brands for the fourth consecutive year and ranked first on the
brand contribution list.

Mengniu, as an Official 2018 FIFA World Cup™ Sponsor, was
able to push forward with its international brand building and
promote four categories comprising a total of 161 products
under 27 brands through its large scale all-channel integrated
marketing activity. The “FIFA World Cup Fun, Scan the code
for Red Packet 100%” (“Scan the Code for Red Packet”)
activity received overwhelming responses with accumulatively
more than 230 million times of code scanning.

Mengniu’s room temperature and chilled products further
strengthened their market leadership. Room temperature
products continued to push for high-end brand upgrades.
Room temperature yogurt achieved satisfactory growth
in sales driven by launch of new products. As for chilled
products, Mengniu, Champion and Bio yogurts maintained
relatively fast growth. New probiotics beverage and yogurt
products managed rapid growth and impressive performances
in market penetration.
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Mengniu was committed to product innovation to continuously
boost “product power”. By leveraging the 2018 FIFA World
Cup™ (“World Cup”) sponsorship and related marketing, it
reinforced its leading brands and carried out full product line
upgrades to boost “brand power”, further promoting horizontal
diversification of various product categories as well as vertical
development of product brands to target middle to high-
end market. Progress was also made in development of new
markets for fresh milk, cheese, plant-based nutrition products
and so on.

Mengniu strived to fully execute its Route to Market (RTM)
strategy and speed up development of point-of-sales. It also
forged strategic partnerships with Alibaba and JD.com to help
its e-commerce division accelerate development, explore new
retail modes and keep optimizing channel expansion.

Mengniu further deployed its business division system. By
pursuing quality and efficiency upgrade plus cost reduction
across the entire supply chain, the Group managed to
continuously enhance its product quality, operational efficiency
and profitability. Mengniu also led the way in using a completely
data-enabled industrial chain, and launched an intelligent supply
chain project in May this year.
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HIGHLIGHTS
EES

Revenue by Product Mix BEREDZWA
For the six months ended 30 June BEAA=1THIEAMEA
RMB Million
ARMEET
—0 356.4 e 322.0

2,946.5 1,786.4

2,239.8 1,985.3

28,9316 25,372.1

2018 2017

Liquid Milk Ice Cream Milk Formula Other Products
R e 345 @ HibER

Revenue by Product Mix in Liquid Milk Segment BRENERE S 2ZWA
For the six months ended 30 June E E

RMB Milion
ARBEET

9,740.3 8,664.6

5,467.4 49103

13,7239 11,797.2
2018 2017

UHT Milk Milk Beverages Yogurt
UHTH) FLARKH B}
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MANAGEMENT DISCUSSION AND ANALYSIS

BEE W N

Industry Review

In the first half of 2018, the Chinese economy continued to develop
steadily driving growth of domestic consumption demand, hence
presented conditions in favor of the stable development of the dairy
product industry. During the period, the GDP of China amounted
to RMB41.8961 trillion, an increase of 6.8% year-on-year. National
Resident Per Capita Disposable Income increased by 8.7% year-
on-year to approximately RMB14,063. China’s Total Retail Sales of
Consumer Goods were RMB18.0018 trillion, an increase of 9.4%
year-on-year.

With the society’s population aging, family size becoming smaller
and younger consumers emerging as the main consumption
groups, consumption demands have been shifting towards high-
end, diversified, health oriented products with unique consumption
experience. The phenomenon has stimulated the upgrade of
industry structure. Product innovation and enhancing brand power
continuously have become the strategies of corporations to attract
consumers. In addition, ongoing urbanization drives the channel
penetration into lower-tier markets. The consumption demand
from the third-tier and fourth-tier cities is becoming one of the
growth drivers of the dairy product industry. Since online shopping
has become common among consumers, e-commerce sales of
fast-moving consumer goods have been climbing rapidly. And
consumption through mobile devices has led to fragmenting of
e-commerce shopping, which also requires enterprises to hasten
e-commerce penetration, push for integration of online and offline
marketing, and speed up deployment of the “new retail” business
mode to better capture market share.

For the liquid milk market, alongside consumption demand
upgrade, room temperature yogurt, high-end pure milk and chilled
products have become the main growth engine of the industry.
Regarding domestic infant milk formula, the market has been
continuously developing in steady strides, owed mainly to quality
upgrade, brand promotion and the two-child policy. The organic
infant milk formula market, in particular, is growing fast. As at
August this year, under the launched infant milk formula registration
system, China government has approved 1,177 infant milk product
formulas, which was significantly fewer than the formulas available
in the market before the system took effect, meaning the market
is subjected to yet more stringent regulations, which is going to
benefit the stronger players.

GE G-

ZE-N\FL¥F  HALERETIEREE &
FRRMEEBSIIER  ANERITEMNEBTE
BIEREESFGEH - HAPREBREERLEZA
R#418,961187T * AL R6.8% : EBIER A
B TR A ARE14,0637T © L EFRE
BR8T7T% - FEIMHEHEMTEBHEARE
180,01818 T * FILLIBHR9.4% o

fEEHE R RENDREENMFEBEEKR
HEX  HEFKBRASE T @FEAA
BEERNER  HBEXRGEL  AIFES
REBBRTmEFEN  KREERSEEE
HYSRAS o BEON - WM HEERHRE T -
T AEER KRR MITRAES —E
BRHN)  AREBECERRBEEERYNEER
AR REHERWERHEERLREER M
BBBEHREENRARMS T ERBYOER
£ CEFENREFANSE  HBREKTE
BITH - MRIFATEIRRNME - UFEMHH
D88

REMISTE  BEREFTLOAL - FEk
P BT RRERRBERAITENTIRER
S51E - MREYRESHPHITE  BEBmETR
Kb - LSRN ZRBE - mi5EER
FRIRERE  AREHRESHDHMEERER
HR - BESFNA > FERFEERNES R
Py E 77 s M BB 177 AR RE T I E
mic)y - WEMATHIS WS FESR - £
FHREPI TS - BARIKIZHES -



008 China Mengniu Dairy Company Limited Interim Report 2018

MANAGEMENT DISCUSSION AND ANALYSIS
EEENWR DM

Moreover, in June this year, the State Council of the PRC issued a
circular to further revive the milk industry and improve the quality
and safety of domestic dairy products. Its purposes are to further
optimize the industry and product structure, promote the quality,
competitiveness and reputation of dairy products, strengthen
the quality and safety of dairy products and in turn consumer
confidence in them, and facilitate the synergistic development
of dairy production and the ecology. The target, as stated in the
circular, is to completely revitalize the dairy industry by 2025. When
relevant new policies are introduced, the supply-side structural
reform and modernization of the dairy industry are expected to
achieve yet more progress.

To speed up upgrade and transformation of China’s dairy industry,
industry players have been keen on “going global” to help them
enhance technologies as well as research and development
capability, improve overall product quality and explore overseas
markets. The management of the Group believes the dairy product
industry has advanced into the era of 4U, i.e. User, Universal,
Unique and United (across channels). The keys to development of
enterprises in China include adopting the user-oriented approach,
speeding up integration into the global economy, shrewd in
capturing emerging consumer groups and effectively building
new consumption channels, all of which are also the corporate
development strategies of Mengniu.

Business Review

In the first half of 2018, Mengniu further deployed its business
division system. Its four major business divisions, namely room
temperature, chilled, milk formula and ice cream products achieved
synergistic development and sustainable quality growth. By
pursuing quality and efficiency upgrade as well as cost reduction
across the entire supply chain, the Group managed to continuously
enhance product quality, operational efficiency and profitability.
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Mengniu for the first time sponsored an international sports
competition, becoming an Official 2018 FIFA World Cup™ Sponsor.
The Group was able to forcefully push forward with its international
brand building via promoting four categories comprising a total of
161 products under 27 brands. During the period, Mengniu uses
“Power of Nature, Born for Greatness” as its World Cup marketing
campaign theme. “Mengniu” brand shone at Russia World Cup and
captured market attention, at home and abroad, through its all-
channel integrated marketing activities. At the same time, Mengniu
focused on enhancing interaction with consumers, including
launching the large-scale integrated marketing activity “Scan
the Code for Red Packet”. The activity received overwhelming
responses with accumulatively more than 230 million times of code
scanning.

In 2018, Mengniu, for the tenth consecutive year, made the “Global
Dairy Top 207 list published by Rabobank, and also for the second
year placed among the top 10 at the forefront of dairy industry.
And, it has been named one of the top 20 in the BrandZ™ list of
the most valuable Chinese brands for the fourth consecutive year
and ranked first in the brand contribution list, testifying again to
its brand power. Also, with a consumer reach point (CRP) of over
a billion, Mengniu ranked second as the most chosen brand by
consumers in the PRC according to the Brand Footprint 2018
report issued by Kantar Worldpanel. Moreover, Mengniu was the
official partner of Shanghai Cooperation Organization Summit, with
its Mengniu Pure Milk series and star products such as Milk Deluxe,
Just Yoghurt easy-to-carry bottle series Xiaomanyao and Deluxe as
the designated products of the event. Mengniu’s quality products
again gained recognition of an international conference, marking
another step forward on the path of taking the brand international.
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MANAGEMENT DISCUSSION AND ANALYSIS
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWR DM

During the period, Mengniu focused on tapping “user power” by
enhancing interaction with consumers and carefully observing
consumer behaviors, while committing to product innovation
to help it continue to boost “product power”. To foster “brand
power”, it reinforced its leading brands, carried out full product line
upgrades, and further promoted horizontal diversification of various
product categories as well as vertical development of product
brands to target middle to high-end market. The Group also joined
hands with Danone S.A. and its subsidiaries (“Danone Group”)
and Arla Foods amba (“Arla Foods”) in guiding R&D innovation of
the various business divisions, promoted new product launches,
and as such launched a host of best-selling products and made
progress in developing new markets for fresh milk, cheese, plant-
based nutrition products and so on. At the same time, the Group
is working on further enhancing deployment of raw milk especially
premium raw milk sourcing with reference to local and overseas
advanced experiences, with an aim to ensure the supply of quality
and unique milk sources and the precise match in milk usage,
which in turn to promote product innovation and product quality
improvement, and boost product price premiums.

During the period, Mengniu’s room temperature and chilled
products further strengthened their market leadership. Room
temperature products continued to push for high-end brand
upgrades. Milk Deluxe launched an upgraded organic product,
and hence boosted the development of organic product riding on
its brand power. Room temperature yogurts Just Yoghurt, Fruit
Milk Drink and the new brand ZUO Yogurt enjoyed synergies and
fortified their market share in room temperature yogurt segment.
Basic chilled yogurt and Bio brand maintained relatively fast
growth. New products like Champion BB-12 Yogurt, Yoyi C LC-
37 probiotic drink, and European Charcoal Yogurt managed rapid
growth and impressive performances in market penetration. Yashili
International Holdings Ltd (“Yashili”, stock code: 1230) deepened
the deployment of business division system and completed its
Yashily brand upgrade. As of August 2018, Yashili has completed
the registration of 48 formulas in 16 series of its own brands and
Arla which Yashili cooperates with. It has been actively preparing
itself for operating against the new market landscape with the
infant milk formula registration system now in place. For ice cream
products, benefiting from World Cup related online interaction and
brand ambassadors marketing to their fans, sales thrived.
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During the period, the Group strived to fully execute its Route
to Market (RTM) strategy by speeding up development of point-
of-sales and penetration in lower-tier counties and townships to
reinforce its channel advantage. It also forged strategic partnerships
with Alibaba and JD.com to help its e-commerce division accelerate
development, explore new retail modes and keep optimizing
channel promotion.

In the advent of Big Data era, Mengniu led the way in using a
completely data-enabled industrial chain and has realized its data-
based “Wisdom of a Cup of Good Milk” along the full stretch —
upstream and downstream — of its industrial chain. Its target was to
facilitate in-depth integration of Big Data and Artificial Intelligence into
the entire dairy industrial chain, therefore to achieve digital, network
and intelligent transformation of the traditional dairy industry.

By pursuing the “Excellent Milk Source Operation and Management
Model” and pushing forward with strengthening deployment of
domestic and overseas milk sources, Mengniu strives to enhance
internal operational capability, ranch management level as well as
the efficiency and professionalism of ranch teams. Also, with the
leverage of quality raw milk supply and the plant resources of China
Modern Dairy Holdings Ltd. (“China Modern Dairy”, stock code:
1117), the Group was able to enhance synergies of upstream and
downstream businesses. Apart from deploying milk sources and
exploring markets overseas, as a leading Chinese dairy product
enterprise and now the chairman of New Zealand-China Business
Council, Mengniu will join hands with the “Belt and Road Dairy
Alliance” to actively promote industrial and commercial cooperation
worldwide.

Business Division Performance

Room Temperature Product Business

Upgrade efforts continued for product series of various room
temperature product brands with innovation pinpointing consumers’
needs, resulting in sustainable increase in market shares. Room
temperature pure milk products (including Mengniu Pure Milk and
high-end pure milk Milk Deluxe) maintained their steady growth in
sales volume and leading market shares. And, with its three major
brands Just Yoghurt, Fruit Milk Drink and ZUO Yogurt as engine,
Mengniu pushed to develop the room temperature yogurt market
with immense growth potential. Room temperature yogurt products
achieved satisfactory growth in sales driven by strong new products
in the first half of the year.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWR DM

In May this year, Milk Deluxe Organic Milk launched its new
packaging, adopting a design concept that brings out its high-end
and natural qualities. The traditional drinking straw was replaced
by “DreamCap™”, making it yet easier to carry and more practical,
which leads the industry in taking high-end products to even
higher level of excellence. Just Yoghurt mounted the World Cup
themed marketing activities featuring the slogan “Pure Flavor, Full
Enjoyment”, and with the help of focused advertising and effort
to encourage online and offline interaction, the brand gained
significantly more exposure on various social media platforms.
During the period, Just Yoghurt launched a high-end easy-to-
carry bottle series Xiaomanyao and three new flavors in original
traditional packaging, adding diversity to the product mix of the
brand. For milk beverage Fruit Milk Drink, effort was made aiming
for breakthrough in product category. Apart from maintaining
the popularity of the blueberry flavor product launched to market
last year, a new product Fruit Yogurt hit the market and quickly
achieved strong word-of-mouth as well as sales, with the help of
celebrities Li Yifeng and Zhao Liying as brand ambassadors rallying
support of their fans, plus the use of various media channels for
publicity. ZUO Yogurt, which targets younger consumers, launched
the bitter, spicy and salty flavors, with the support of the interactive
marketing event called “Look at My Face, That’'s How Good it
Tastes” on Douyin platform with a large younger user base, and
became a red hot product on the web. In addition, around the
end of last year, Mengniu introduced Future Star A2B Casein Pure
Milk, made with premium milk in limited supply from meticulously
selected ranches, supporting the healthy growth of kids. Mengniu
also unveiled to the market its first weight management fiber-rich
milkshake milk product Burnlooking during the period, and via
marketing and publicity on social media presenting the product
in different consumption settings, captured eyes of the health
CONSCious mass.
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Chilled Product Business

The chilled product division further enhanced its cooperation with
the Group’s strategic shareholder Danone Group on product R&D
as well as quality and technique, pressing ahead with product
structure changes to increase appeal to middle to high-end
market and increase product price premium. Through precise and
focused efforts to capture key markets and tapping innovative
channels, the business was able to further boost both sales and
profitability. During the period, Mengniu continued to top the
chilled product market in terms of market share. Of all its chilled
products, Mengniu, Champion and Bio yogurts maintained relatively
faster growth, while European Charcoal Yogurt delivered strong
performance and tailored-for-channel products boasted impressive
growth.

During the first half of the year, Mengniu introduced seven new
chilled products, which bolstered growth in sales and profit of
the business division. During the period, Champion focused
on enhancing market penetration of new products. The new
product BB-12, which was launched last year, achieved higher
than expected sales in the first half year thanks to strengthened
education communication on the benefits of functional healthy
yogurt which helped reinforce the product’s “Professional and
Functional” positioning and development of markets in southern
regions. Yoyi C LC-37 series, which was launched last year, is
an innovative product which revolutionizes probiotics product
offerings, overcoming the technical bottleneck faced by the low
temperature probiotics industry. During the period, it adopted
customized World Cup packaging with the complement of “Scan
the Code for Red Packet” activity, which helped stimulate sales.
Moreover, deployment was made for the European Charcoal Yogurt
series with a realized nationwide reach and an expanded series,
and as such, it prided strong sales growth in the first half year. In
late June, new flavors of the yogurt — lime and peach with pulp
— were also introduced. Bio’s leading-edge product Bio Kaquzi
grain mix flavored yogurt, made to address the growing demand of
domestic consumers for food replacement, recorded commendable
results in key markets such as Shanghai.
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Milk Formula Business

As for the milk formula business, Yashili, in which the Group held
approximately 51% shares, has an extensive product portfolio.
It is made up of such brands as Yashily, Reeborne, Dumex,
Doraler, Arla Baby & Me and Scient for healthy growth of infants,
and Youyi, Huanging and Zhengwei for satisfying the nutritional
needs of adults, meeting the demands of consumers from mass
market to high-end market. As the enterprise which has the most
registered formulas in the first batch, as of August 2018, Yashili has
completed the registration of 48 formulas in 16 product series of its
own brands and Arla which Yashili cooperates with in response to
the implementation of China infant milk formula registration system.
The Group’s another milk formula brand, Junlebao, has also
completed registration of 18 formulas in 6 product series, reflecting
the recognition of brand for its professionalism and leadership.

During the period under review, Yashili continued the brand strategy
of differentiated deployment. It regrouped and redefined the value,
mission and positioning of the corporate brand as well as its five
major product brands to respond to the consumption upgrade
trend, therefore was able to accomplish coverage of markets of all
tiers: Yashily and Dumex for middle to high-end markets, Reeborne
and Doraler for high-end market, and Arla Baby & Me for ultra-
high-end market. Yashili also continued to strategically restructure
and reinforce its channels. Apart from the four major business units
for infant milk formula, three new independent business units have
been set up. The new setup with seven business units has been
formed to actively promote the Group’s star products, while driving
the development of other products.

Yashili completed its brand image upgrade in April this year.
Leveraging its status of “Craftsmanship Brand” as awarded by
China Central Television (“CCTV”) and “Official Partner of 2018
World Cup”, Yashili promoted its brand through all channels,
which resulted in stronger channel and consumer confidence and
reputation of the brand.
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Ice Cream Business

The ice cream business division focused on its flagship brand
Suibian. With the super star Kris Wu as brand ambassador and
limelight on its 12 key ice cream products, Mengniu rolled out a
large-scale promotion titled “Shake for Red Packets, Win Tickets
to the World Cup”, appealing to consumers online and offline,
bringing the extraordinary exposure and boosting sales volume.
During the period, Suibian introduced its new products including
the double-layer crunchy belgian chocolate and cherry jam ice
cream, and strawberry and chocolate flavor ice cream, made with
top quality ingredients and international-grade techniques to foster
advancement towards the high-end. In addition, under the high-end
brand Deluxe, the new product wonder color crunchy ice cream
was added and gave a remarkable push to sales of the brand
during the first half year. Ice+ introduced various new products,
including the special football shape passion fruit flavor ice cream
launched in cooperation with Lionel Messi (“Messi”), all of which far
exceeded the set sales targets. New products were also added to
Russian series and Mood for Green series, etc.

New Business Development

Cheese Business

With the consumption upgrade trend gathering momentum, the
cheese market in China has strong growth prospect. Mengniu
thus strengthened cooperation with Arla Foods on deployment to
develop the cheese market, and established a cheese business
platform to support three major areas of development, namely
retail, deep processing of dairy products and cheese for catering
service. In the first half of 2018, Mengniu’s cheese business
recorded double-digit growth in net income. For the domestic
market, Mengniu and Arla Foods together introduced Arla shredded
mozzarella under the professional catering brand Arla Pro which
was the first of its kind customized for and produced in China. In
addition, the two partners announced the “Five New” strategy,
that is, with new products, new formulas, new packaging, new
intellectual rights and new marketing, to effect all-round channel
deployment, develop strategic product lines, and enrich brand
structure, thereby improve overall sales capability for realizing the
aspiration of “revitalizing cheese industry to help make the dream of
a healthy China come true”. During the period, Mengniu’s cheese
business and Arla Foods together signed an agreement to be the
official sponsors of the 2018 World Fencing Championships.
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Fresh Milk Business

In alignment with international standards, fresh milk business
division carried out innovation and upgrade in various aspects
including product quality and market coverage. Starting from
integration of China Modern Dairy’s resources, the quality of the
Group’s excellent raw milk is superior than imported milk’s quality
in many aspects. The Group adopt international leading technology
system across the entire industrial chain to produce excellent fresh
milk for the Chinese. During the period, we launched two new fresh
milk products, namely Shiny Meadow and Greenhouse, which lead
a healthy lifestyle of a new era, to cover the middle to high-end
fresh milk market.

Since the second half of 2017, the channels of fresh milk business
division have mainly covered the major cities of Eastern China,
Southern China, Northern China and Central China. While we
actively negotiate with, explore and establish presence in traditional
channels, which mainly comprised large-scale shopping malls like
Walmart, we also closely follow the new retail trend in first-tier and
second-tier cities. We have now established our presence in Hema
Fresh’s trial stores to lead the way in seizing the opportunities
in new retail channels. In the future, the fresh milk business will
innovate the mode of sales in a planned way and explore the mode
of sales of fresh milk more suitable in China.

Plant Protein Beverage Business

Mengniu engages in the plant-based protein beverage business
under the brand ZhiPuMoFang. Embracing firmly the product
positioning of its Silk Americano Soymilk with quality US brand
assurance, in March this year, bannered “trendy and healthy,
international quality, and great new flavors”, the new North America
mixed berries flavor soymilk was launched. During the period, Silk
Americano Soymilk and Starbucks furthered their cross-sector
cooperation, with the former offering plant-based solutions such as
oat soymilk, almond soymilk and original taste soymilk to the latter
for making coffees. The business also took advantage of existing
market resources of Mengniu’s liquid milk to increase channels and
enhance control on point-of-sales.
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Overseas Business

Mengniu’s overseas business division took full benefit of the World
Cup in the first half year and mounted marketing roadshows in
Hong Kong, Singapore and Myanmar, highlighting the theme
“Naturally Good, Naturally Strong” to help raise Mengniu’s brand
influence and promote sales. At the roadshows, three major
products — Just Yoghurt, Yoyi C and ice cream — were spotlighted
and effort was made to introduce the upgraded new products
and increase market share. Just Yoghurt and Yoyi C became star
products in overseas markets.

Quality Management

Mengniu firmly believes that quality is its lifeline. Thus, with the
spirit of “Craftsman of Milk”, it keeps fine-tuning every production
detail in the hope of presenting quality experience perfect to the
customers. The Group’s different quality management departments
collaborated in implementing the accountability system by business
divisions and quality management standards required by the Group,
assuring the consistency of quality of each product category and
across the entire industrial chain. During the first half year, Mengniu
started and completed the upgrade of its quality control system
in accordance with advanced international standards, achieving
integration of the quality control system with the management flow
of the new business division system, covering the entire industrial
chain from source to sales, and allowing better quality control
on every link in the chain. As such, the core end-to-end quality
performance indicators of the industrial chain were better than
those in the last corresponding period.

The Laboratory Information Management System (“LIMS”) and SAP
are working in collaboration and continuously optimizing and are
operating smoothly in the Group’s factories. Mengniu now has the
ability to track information of every point on its production chain,
forward and backward, and the inspection and quality control
workflows are perfectly integrated, such that the consistency
of quality control throughout the Group is ensured. During the
period, the Group strengthened quality management from source
like market intake and suppliers and enhanced the inspection
system and skills of inspection technicians, so as to improve the
accuracy of laboratory work. At the same time, the Group brought
in many advanced inspection facilities and approaches from
overseas to help it effectively inspect performances against relevant
benchmarks.

—E-N\FRHRE 017

MANAGEMENT DISCUSSION AND ANALYSIS
EEENWR M

INETE

ST EERLFFREBAERE - UIRR
B SRR I/TIE  BEFE MK - Ae
SHRREHKREE  RABETZEN - REH
€ BREAY - BFmCRKEKR=XER  FNHFH
RIELF - BANSNE - AHANERCKAE
SNTISERREEm °

EEEE

SEBBEUAREAETR  UFPIE IIFEE
BEEEERE  BREBENAFAZONTE
mEER SUEETEIAMBAOMIE 5EEHE
HBERECHEASBEEEERER  BRE®
BorEEEMNREN— - FFEF REHER
BRAEEBRERMBUWTK TEHEEEBRAR - &
FEXILFMNETERERERSE WRERHEE
BEEEE  MRTHSROMEEER 2
EEEHIIENZOESRZEREFRE -

=

& EE S E B R4 (Laboratory Information
Management System - f&#8[ LIMS |) FISAP&#)#F
BWIERENL  EETSIKIEFNET S4E
W7 AEE SR RMAERAENRRBRN
BEZHIRENTERES  EE25EHE S5
F— o AEBBARTSEAREEESIREM
BRESEE  HRABERBRRBREMABSHEITIE
o ZENEEREEEN - R - REBESIA
ZEBINCERBRE R L - Al = BEE AR
B E IR o



018 China Mengniu Dairy Company Limited Interim Report 2018

MANAGEMENT DISCUSSION AND ANALYSIS
EEENWR DM

By entering the “Year of the National Standard Revision for Dairy
Products” in 2018, the new national standards will be implemented
to revitalise the dairy industry, which have bearing on over 90%
of Mengniu’s business. In response to the drawing up of the new
standards, Mengniu took the initiative to participate in the drafting
of industry standards. It reported to the Ministry of Industry and
Information Technology for the “condensed milk” and “the testing
results of B-casein in dairy and related products”, which has
helped take the quality of China’s dairy industry to a new level.
Mengniu’s dedication to quality is an uncontested fact. It has
been given the approval, as the only dairy enterprise selected, by
the Standardization Administration of China to build a “National
Innovation Base of Technical Standards”, which would become a
world-leading standard innovation center in dairy product industry.

During the first half of 2018, the milk source business division
adopted the Arla Foods standards and New Zealand’s AsureQuality
safety management standards in its quality and technique
management system, living out the principle of “quality first”. It
strictly complied with relevant regulations and standards, domestic
and overseas, in relation to dairy cattle rearing to ensure the safety
of its quality milk source and milk source supply for the Group’s
unigue products. During the period, efforts were made on multiple
dimensions to help improve the quality of milk supply, with a risk
alarm mechanism in place to keep check on the risk exposure of
each milk source and plant and the use of medications on dairy
cows. The training for grooming ranch management professionals
was also strengthened. In the first half year, Mengniu continued to
pride a 100% passing rate for random inspection carried out on
sample raw milks from its milk source suppliers by 37 inspection
bodies.
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During the period, the room temperature business division pursued
delicate and speedy quality management, by using the new
internal laser code printing technology, to realize double tracking
of products. The quantitative inspection management mode of
production plants was optimized and seven techniques for speedy
food safety detection were developed and applied in scale. At the
same time, efforts were made to address the issue of damage
to laminated carton boxes caused by precipitation due to the
temperature difference between the northern and southern areas,
and as a result improved the overall efficiency of product turnover.
On the front of management and control of quality of student milks,
Mengniu carried out major assessments of the student milk market
at the beginning of spring semester, to make sure it has complete
control over product quality and safety and keep the safety incident
rate in relation to student milks at zero.

During the first half of the year, the chilled business division aligned
with Danone’s newly revised Food Safety Item (“FSI”) standards and
strengthened quality control on high-risk ancillary raw ingredients
such as fruit products and prefabricated packaging materials to
lower the probability of product deterioration. During the period,
Mengniu also conducted food safety audits on nearly half of its
chilled product plants for plant improvements. With customer
satisfaction in mind, the ice cream business division improved
product packaging and management of the production process,
which contributed to standardization of the business process and
assurance of all factories observing the same set of precise and
consistent benchmarks in production. The factories of the fresh milk
business division all strengthened auditing in strict compliance with
relevant standards, gradually improved its quality data management
and inspection plan and also carried out study on customer profiles
and cold chain conditions. The cheese business division continued
to upgrade techniques and craftsmanship to ensure various
benchmarks agree with the features of new products. The cheese
business division and Arla Foods together also performed two
audits based on the European food safety management standards
and strengthened quality and safety control and management
procedures.
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Milk Source Development

In the first half of 2018, the milk source business division, as a
fully operational business unit, worked in synergy with all other
business divisions and contributed to the steady growth of the
Group’s results. Guided by the “Mengniu 2020 Strategic Plan”
and using the “Excellent Milk Source Operation and Management
Model”, it strived to enhance internal operational capability, ranch
management standard and the efficiency and professionalism of
ranch teams and, at the same time, kicked off digitalization of milk
source operation.

Currently, the milk sources of Mengniu are primarily in Northwestern,
Northeastern China, and Northern China, areas ideal for rearing dairy
cattle hence afford prime quality milk supply. The Group has been
able to increase the proportion of milk sources under its own control.
Moreover, by acquiring stakes in renowned domestic dairy farming
enterprises, the Group is able to boost its advantage in access to
quality milk source. Moreover, pursuing the strategy of expanding
sourcing of milk overseas, Mengniu has milk sources now in such
countries as Denmark, Australia and New Zealand, which are known
for their rich milk supply. During the period, the percentage of milk
sources of Mengniu from standardized ranches and scaled farms
was maintained at 100%.

The milk source business division has kept upgrading milk source
quality to ensure the Group has consistent access to unique
and quality milk source for supporting development of innovative
high-end downstream products and helping boost the core
competitiveness of products. Building on the experiences it has
gained locally and overseas and taking reference of its two core
indicators in relation to microorganism and somatic cells, it has
drawn up a set of grading standards for raw milk. The system is
integrated with the raw milk pricing and payment mechanism to
assure the Group of quality raw milk supply. In addition, protein
content benchmarks are used to match with raw milk benchmarks
to aid classification for meeting precisely requirements of different
products and achieving maximum economic benefit. During the
period, the milk source business division and the Group’s research
and development and innovation division together started the
“Sensory and Nutrition Map of China’'s Raw Milk” project, with a
professional flavor evaluation team set up to collect data of raw
milk from different regions and of different kinds for analysis of their
nutritional content and flavor differences, so as to provide reference
for product innovation.
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Upholding the principle of “quality first”, Mengniu has continued to
align with the advanced Standard Operational Procedure (“SOP”)
for ranch management used by its Danish partner Arla Foods in
building the “Mengniu Ranch Quality and Safety Management
System”, which is being applied in ranches and by milk source
personnel. During the period, the China-Denmark Milk Technology
Cooperation Center jointly established by Mengniu and Arla Foods
rolled out the “Heat Stress Alleviation Project” and “Regional
Ranch Cost-cutting and Efficiency-enhancing Pilot Project” to help
ranches improve management. At the same time, to ensure its
ranch management practices are on par with international standard,
the Group in greater extent implemented AsureQuality from New
Zealand, one of the most-respected food safety management
certification standards in the world, and also aligned with the rules
and regulations as well as standards for the livestock industry, at
home and overseas.

Mengniu led the industry in applying digital management across
its entire industrial chain upstream to downstream, helping to
drive upgrade of information technology used in the dairy product
industry, enabling connection of information across “cow-ranch-
dairy enterprise-third party”. Using digital tools and tactics, it is
building a “digital milk source” information platform to facilitate
information exchange for ranch management and allow sharing
of raw milk supply chain information among ranches, thereby
facilitating collection of Big Data of the dairy industry ecosystem for
driving the professional and effective development of the industry.
The “Digital Milk Source Platform” project is expected to take three
to five years to build and mature. In 2018, the overall framework
of the platform will be built comprising systems for forecasting
milk yield, herd record keeping, output per cow, veterinary drugs
management, and clearing and settlement. The tendering process
of the project has been completed and a dedicated project team
has been formed to execute related work. Selected ranches will
take part in the trial of the platform, which is expected to start by
the end of 2018. The platform is scheduled to put into full operation
in 2019.
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During the period, Mengniu actively responded to the national
strategy for reviving the dairy industry. By consolidating different
resources, broadening funding channels for milk suppliers, and
offering upstream ranches more comprehensive, high-quality
and advanced services, the Group speeded up transformation
and upgrade of milk source bases. At the same time, a unique
to Mengniu ranch efficiency enhancement system was set up.
A ranch management model was executed in ranches and skills
of the ranchers were improved, which enabled improvement of
ranch operation efficiency, lowering of milk cost per kilogram and
enhancement of overall profitability of the ranches.

With environmental laws in effect in China, the authority has kept
stepping up related supervision and enforcement of the laws in
the country. For Mengniu, it has built its Environment, Health
and Safety (“EHS”) system for its milk source business division in
accordance with 61 national laws and regulations and 11 sets of
group standards. The milk source business division has also set
up different levels of safety committees to ensure all safety and
environmental protection endeavors serve their intended purposes.

Corporate Digital Strategy

In the first half of 2018, Mengniu continued to deploy its digital
strategies. It pushed on with building the “Digital Mengniu” on
multiple dimensions including enhancing management standard,
assuring product quality, satisfying consumption upgrade
demand and embracing innovation, thereby exploring and
leading development of the “dairy industry in the new digital era”.
The Group completed construction of its information system
management structure with SAP at the core in 2016 and it was
fully synergized with LIMS. Together with the “Mengniu Cloud”,
with five core constituents namely “Foundation Cloud”, “Partner
Cloud”, “Channel Cloud”, “Consumer Cloud” and “Staff Cloud”,
they provide full support to each of the Group’s business division,
helping enhance the overall operational efficiency of the Group.

A RFETRGEREARYERARE - B5
ZHER AREPHTESHEIBRE  BRLHK
SRR EL2E BEMEENRS - NERYIRE
WERTR - B - BT RTFFENPSREE
RITER - EABSERRE N ABREEEL
EORSRA R - REBAT KA - B

BERe BN

BERERRREINES  BRRREENET
BTNK - R4 B HIZE61 3K ERER K11
HAEBEZE ZEUNREETRERELT S
(Environment, Health and Safety - B8 EHS | ) A
R ARNERDREXEBSERLZE  BRE

ERARTIEEERN -

I E B F LB

“E-NFL¥E RTEERAEER TR
B R - IERAEEKE - REEREE WE
HEARBR - HEBRIFFARZEE MITE#
FERE BRLSIBIAEXHFHEL] o LASAP
BREOHRFESMERBER T —RNFlZ
& HEUMSIHBECDEREZEMA - M1 EATE#
I IBHE] - TREE] [HEEE| TET
EIRARBRONIRFE] RAKEEEEIRE
HEEXE  BHRALEEEREZHLE -



TERFAXERAA

In June 2018, Mengniu signed an annual framework agreement
with Alibaba to combine resources and pursue full scope strategic
cooperation on Big Data and boost upgrade of fast-moving
consumer goods consumption and smart business. Mengniu also
cooperated with Alibaba Cloud to commence a consumer Big Data
project aiming for in-depth cooperation on Big Data and build a
“people-oriented” Mengniu consumer behavior analysis system.
By setting up a consumer Big Data platform that serves the entire
Group, it will be possible for the Group to amass all internal and
external data and connect multiple sources, as well as apply those
consumer data asset to identify precisely the characteristics and
needs of consumers and drive product innovation. The Group will
also be able to accurately use different channels to unearth user
value, thereby provide support to marketing decision making and
control cost and at the same time boost efficiency.

In response to the “Made in China 2025” strategy, Mengniu
uses data to empower its entire industrial chain, enabling it to
fully safeguard product quality and safety and blazing the trail
for the dairy industry to achieve intelligent transformation. In May
2018, the Group also launched an intelligent supply chain project
that uses a Big Data analysis model for linking upstream and
downstream information to help with scientific management to
lower cost and boost efficiency, realizing transformation of supply
chain management with increased informatization, automation,
visibility, control and intelligence. Digitalization is a continuous
endeavor of the Group and, for that, Mengniu will connect with
Alibaba Cloud in other cooperative projects in the future to share
data and collaborate effectively to benefit the overall operation of
the Group. In addition, during the period, Mengniu kicked off the
intelligent manufacturing digital factory project at a high-technology
factory in Helin, which would help the Group improve production
efficiency, lower operational cost and redefine dairy industry
standard and “Made in China”. The project had passed assessment
of the Ministry of Industry and Information Technology, with the
Group named “China Intelligent Manufacturing Pilot Demonstration
Enterprise” and granted the highest government funding.
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To improve internal filing management and initiate informatization
of record filing, Mengniu launched the “Mengniu Group Digital
Filing Management Platform Project” in June 2018, with the
aim of completing within the year construction of a digital filing
management platform employing advanced technologies and with
multiple channels to support rapid development of the Company
and meet information sharing demand. In addition, Mengniu
started a human resources sharing project during the period, which
entails integration of resources and centralizing basic operations
to provide business divisions with professional and standardized
human resources services, thereby helps the Group develop a new
operational model with “New Business Partner Relationship” at the
core and construction of “Shared Service Center” as the tool.

Branding Strategy

Mengniu continued to upgrade its international brand presence. In
the summer of 2018, Mengniu drew onto itself the global limelight
by becoming an Official 2018 FIFA World Cup™ Sponsor. Four
categories comprising a total of 161 products under 27 brands
of the Group have been awarded the titles of “Official Drinkable
Yogurt of the 2018 FIFA World Cup™”, “Official Pre-packaged Ice
Cream of the 2018 FIFA World Cup™”, “Official Milk of the 2018
FIFA World Cup™ (for Greater China)”, and “Official Powdered Milk
of the 2018 FIFA World Cup™ (for Greater China)”. That was the
first time Mengniu worked with a premier international sports event,
making it the first food and beverage brand in China to be a global
sponsor of the World Cup and also the first dairy product brand
to cooperate with FIFA as a global sponsor. The sponsorship is
an important step made by Mengniu in taking its business global
as well as leading the Chinese dairy industry onto the international
stage. During the World Cup, Mengniu brand was prominently
displayed in the event venue in Russia, together with Mengniu
booth set up outside the venue, enabling the brand to interact
with football fans from around the world. Alongside the World
Cup fever which swept the world, Mengniu’s brand value was fully
released and its international brand profile has thus been markedly
enhanced.

REAREENEREE  FAREREELE
B RERCZE-NFRANRB TIRFTEEH
FEREEFAER] - BERNSFRERTK
Ao - REZHENHEFLEREEFE X
BEARREBZERMESLMOFR - 1o T4
REBARB TARBANERARER  #£—F
BEER  BBEWMUETIEEFRIRE REBK
PR BRI - REICANEIRIRT - BEAIH
REBRHBERIRZL - ATHARBE SO IZR
AIMFHFEE LR -

R hE R R

SERBEBCBERL R N\EFHR
HHRES  SKFEA2018 FIFAEREZ2KEH
BB M TNARREH7TER 161 HERE
1312018 FIFAtERHEZ2IKE HF BB, - [2018
FIFAtt AR 2ERE FTEREKEMN] - [2018 FIFA
HREEFFIPORPER) IF[2018 FIFAHE AT
BAHIH(KPER) MRS - EFFE R0
2HBEMERBEEERES  KATRE—EER
HRABEZHEYENR AR RE - TEEEHE
FIFABIERIILMmBIEZIREBE - TEKF MR
(LR - SIEFEILEREERATRHEKR
B NMERBHBHETF RS AERTES -
MERESIINEFRES H B RZHIERKE
B BEHATHARFEBEE  REREEARE
RN - ERBRENGRENELE KRR -



TERFAXERAA

Led by its Chief Executive Officer, the 10 major departments of
the Group worked together to mount a series of 360° strategic
online and offline brand upgrade and marketing activities in eight
dimensions covering integrated marketing, large-scale event
marketing, in-store promotion, media publicity, public relations,
on-site interaction at the World Cup venue, internal publicity and
overseas marketing. Through comprehensive collaboration and
highly effective implementation, as well as focused and consistent
devotion of resources, the Group reaped full benefit of its effort to
stimulate sales and upgrade its brand.

Starting early this year, Mengniu commenced the World Cup
themed packaging and marketing material upgrade for all of its
product lines, complemented by all-round marketing efforts, from
having the famous Argentinean football player and FIFA World
Player of the Year Messi, as ambassador of Mengniu brand and
via TV commercial themed “Power of Nature, Born for Greatness”
to convey Mengniu’s brand value of gathering each drop of natural
essence to help each of those who wishes for health and strength
to help him advance towards his dream and goals. At the same
time, six brands under Mengniu, namely Fruit Milk Drink, Yoyi C,
Champion, Just Yoghurt, Suan Suan Ru and European Charcoal
Yogurt, cooperated with 10 celebrities, namely Messi, Li Yifeng,
Zhao Liying, Kris Wu, William Chan, Zhang Yixing, TFBOYS and
Celina Jade to issue posters highlighting the “Born for Greatness”
attitude on the Weibo platform, delivering the positive attitude of
working hard for one’s dream to consumers. As at 10 July 2018,
the topic “Born for Greatness” had attracted over 5.0 billion page
views and more than 6.8 million comments online.

Moreover, to help young football players realize their dreams and
nurture the new generation of football players in China, during
the Period, Mengniu launched an event called “Show Your Skills,
Young Footballers!”, joined by four star team captains, namely Fan
Zhiyi, Li Yi, Luis Figo and Yang Chen, who provided professional
guidance to young football players. Ultimately, 24 outstanding
young football players were selected and led by their honorary team
captain, young actress Guan Xiaotong, to visit Russia and have a
match with the Russian youth football team during the World Cup.
The match was broadcasted on Jiangsu Television, helping bringing
out even more the positive image of the brand and boosting brand
acceptance.

B \FFRHEE 025

MANAGEMENT DISCUSSION AND ANALYSIS
EEENWR M

ST EBEEBMAEE  HABTEET KA
BEBAEH  AEMEHE  EAHE - K2
BiE - ol tRARBSEMES - NEHERE
BINEHN\KEE - WERERTETT — &5
BAGREHEE  EBEZEOHBR LB
7 UERBEEHRFENRA - BUSRIAHEE
KTt g T Em EEAUR o

SEY - BERBEREMBPEREHEHER
BEEAL  URBEZHFUMNEHETE - RE
MAIKE - R BHRAEEBAFTHIKN BT @G
REA TWUITERNE  REZR|ABEEE
B ERBEEYLS  TERERSER MR
MARKEARBE HEHE—BAREBEMA &
—AMECHERNERESHREES - [
B SHXETNEREN  E2C- domil A% -
BEREF ~ B R ER N KIS - BB
THE - HEHE RN REE - REH -
TFBOYS - E 5+ KR 2 R EMIETF & 5m
[REZ®REER  MEEEGEEEMAHED
FageE  BEZZ— \FtA+H 2EF@IX
AT EENG FHESEBBS0E  ThEE
6808 -

SHUHANLERKE  BEEHREFT—REHKN
2 BB T(HHRE | LFR)EE  EFD
B TR JEX(Luis Figo) G EMNARREK K
H2BENKEHTEEEES  SRI2EHENRA
BRHAMEFT RO F  EZEKE SFA
BB MSETATEREL - At R EHRE
A D FEBUIBENRE - WEIHRGEENZL
B E—TEERENEIAFR  EARERITE

= o

it



026 China Mengniu Dairy Company Limited Interim Report 2018

MANAGEMENT DISCUSSION AND ANALYSIS
EEENWR DM

On top of World Cup promotions via advertising in all media,
organizing social media events and on-site exposure, between
March and July 2018, Mengniu launched a large-scale integrated
marketing activity “Scan the Code for Red Packet” to share the
World Cup fever with hundreds of millions of consumers. On
purchase of Mengniu’s room temperature, chilled and ice cream
products, consumers may scan the QR code on the packaging
for a chance to receive WeChat red packets of different amounts.
In addition, there was also a card collection part that provided an
opportunity to win a World Cup tour for those able to collect all
cow cards. According to applet statistical platform Aldwx.com,
in May and June this year, boasting super high participation rate,
Mengniu’s World Cup applet ranked first among all WeChat retail
applets, and in June, the applet placed 16th among all applets. As
at 31 July 2018, the QR code was scanned over 230 million times
with total number of participants reaching over 74 million.

Mengniu also kicked off World Cup themed marketing activities
in overseas markets. As the “Official Pre-packaged Ice Cream of
the 2018 FIFA World Cup™”, Deluxe under Mengniu presented a
special World Cup edition ice cream called Royal Deluxe crunchy
oat ice cream, allowing football fans in the venue to enjoy this nice
flavor from China, thereby increasing international brand awareness.
Echoing the World Cup marketing theme, room temperature, chilled
and ice cream products sold in overseas markets were all in the
World Cup packaging. In addition, in Hong Kong, Singapore and
Myanmar, the World Cup related marketing and roadshow activities
were themed “Naturally Good, Naturally Strong” for the purpose
of enhancing influence of the brand in overseas regions and boost
sales. Just Yoghurt and Yoyi C became star products in overseas
markets.

In addition, as the official partner of Shanghai Cooperation
Organization Business Forum, Mengniu Pure Milk product series
and star products such as Milk Deluxe, Just Yoghurt Xiaomanyao,
and Deluxe made their debuts at Shanghai Cooperation
Organization Qingdao Summit held in June this year as designated
products of the event, showing the world the brand from China
worthy of international recognition. This is the second time after
the BRICS Xiamen Summit in 2017 that Mengniu products became
designated products for high profile conferences for national
leaders, which strengthened the international brand image of
Mengniu.
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On the room temperature product business front, during the period
the Group’s Milk Deluxe Organic Milk launched its new packaging
conveying the message of “Know Nature for Nature is the Best”,
adopting a high-end and close-to-nature design concept. Using
a mix of media, it gained exposure and encouraged interaction,
hence achieved an extensive reach. Just Yoghurt launched
marketing campaign that centered on the World Cup theme and
highlighting the slogan “Pure Flavor, Full Enjoyment”, taking full
advantage of core resources of the World Cup and crucial exposure
on CCTV5 to demonstrate and consolidate brand influence. Via
strong exposure online and offline, the brand attracted positive
feedbacks from the mass. As for Fruit Milk Drink, it focused on
product category breakthrough and continuously boosting its
leading brand advantages. With the help of advertisements placed
online and offline, brand ambassador endorsement marketing and
other means of promotion, the brand earned strong word-of-mouth
and reported strong sales volume. During the period, Fruit Milk
Drink Fruit Yogurt was introduced and publicity efforts to boost its
reputation and consumer acceptance took it to different districts
and nationwide and powered sales. ZUO Yogurt, a representative
new product, also launched its World Cup-themed packaging, and
presented the innovative marketing initiative “Look at My Face,
That’s How Good it Tastes” on Douyin platform, which has a large
younger userbase. The initiative became an online challenge with
the highest exposure and video uploading frequency ever in the
history of the platform. It was broadcasted more than 1 billion times
and the product became a “red-hot” item on the web, winning the
fancy of new generation consumers.

As for chilled product division, taking advantage of the World Cup,
it was able to convey quickly and in greater depth and breadth to
consumers the “Good Quality Yogurt” product proposition, which
successfully enhanced the brand power. The full range of products
changed the packaging using the World Cup theme. Chilled
product division launched a “One bottle, One code” activity to
engage consumers in personalized interaction.
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As for the milk formula business, Yashili announced its new brand
image and strategies in April this year. Yashily, as the “Official
Powdered Milk of the 2018 FIFA World Cup™ (for Greater China)”,
put more resources into the World Cup related marketing campaign.
Besides, recognition for Yashily’s quality has been building up with
it being the first to be selected as CCTV’s “Craftsmanship Brand”.
Through efforts to reinforce the power of the brand, it has raised
its reputation among consumers and consumer loyalty, and also
by vigorously expanding the domestic infant milk formula market
with higher quality domestic milk formula products, Yashili prided
success in leading the advance of domestic milk formula brands.

For the ice cream business, with the support of Mengniu’s
dedicated resources for World Cup marketing, focus was directed
on the Suibian brand, with a large-scale promotion event themed
“Suibian Shake the Red Packets, Win World Cup Tickets” mounted.
Consumer demand for the product was stimulated at the drive of
the chance to win tickets to the World Cup. Mengniu enhanced
activity exposure through integrated promotion on TV, the Internet
and outdoor advertisement. At the same time, Mengniu used brand
ambassador influence to entice interaction with consumers, which
in turn gave a big push to sales.

Relentless in its quest for quality and an ever stronger brand,
Mengniu has kept expanding its brand influence and gaining
the recognition of industry peers and the public. During the
period, for the fourth consecutive year, Mengniu made it among
the Top 20 in the BrandZ™ list of the most valuable Chinese
brands, and rose to the top of the list of brand contribution.
In the “2018 China Brand Power Index (C-BPI)” list published
by the Ministry of Industry and Information Technology of the
PRC, Mengniu’s chilled yogurt came first in C-BPI Brand Power
in China’s yogurt industry for the eighth consecutive year,
while Mengniu’s Yoyi C retained the top position in C-BPI Brand
Power in the Probiotics Drinks Industry. According to the research
statistics of Kantar Worldpanel, the Consumer Reach Point of
Mengniu rose to over one billion and was second on the list of
Most Chosen Brands by Consumers in the PRC. In addition, the H5
interactive game co-launched by Future Star with the movie Boonie
Bears won the H5 Gold Award in Marketing at the China Advertiser
Golden Vision Award, while XinYangDao was elected as the most
favorite brand by consumers. The VR game creation “Candle in the
Tomb: Mu Ye Gui Shi” and the drama “Burning Ice” sponsored by
the brand won Gold Award in the game and animation category
and Silver Award in TV category respectively. Mengniu ice cream
also received the Best Mobile Innovative Marketing Award — Silver
in China Content Marketing Awards 2018 by V Marketing China
magazine.
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Sales Management

During the period, the sales channels of Mengniu’s various
business divisions collaborated on innovative upgrade and at the
same time pushed forcefully to develop e-commerce channel
and new channels, and significant progress was made on both.
The room temperature product business division continued to
penetrate channels further in lower-tier markets, including towns
and villages. Targeting first-tier towns and villages, there was the
“Spark Program” to help enhance brand exposure and strengthen
point-of-sales construction. A pilot “Towns and Villages Connection
Project” was launched in Henan and Hebei provinces, applying the
resources of multiple brands to help lead an innovative channel
development mode that can speed up penetration of village
and town markets, and as a result, the market share and sales
amount in villages and towns both increased. In addition, the room
temperature product business division also pursued RTM strategy,
optimized market layout and, via fine market differentiation, targeted
major markets and strengthened quality client bases, to help
distributors boost operational capability and sales performance.

The chilled product business division stepped up RTM measures.
In April this year, it started to tap core and type A market channels
to develop sample markets, covering in all 112 markets nationwide.
As for new retail channels, in January this year, Mengniu and
Yonghui’'s Super Species reached strategic cooperation agreement
on yogurt workshop Future Yo, and began trial operation at two
physical stores. In addition, the chilled product business division
and Industrial Bank’s (“IB”) credit card center forged strategic
cooperation to launch Mengniu-IB co-branded credit card product,
marking the debut of a new retail mode and at the same time
consumers have access to more convenient and higher-quality
services, which can help enhance consumer loyalty. During the
period, Mengniu and Haier’'s commercial usage freezer business
agreed to cooperate strategically to help Mengniu upgrade its
overall cold chain solution and also pave the way for it to gain
presence in Haier’s restaurants.

B \FFRHEE 029

MANAGEMENT DISCUSSION AND ANALYSIS
EEENWR M

HEEE
MR - B R R T Al A
B ARANRREEEENIEY - MEEE
R - BIREEAE R AT  RH
i) BARE—AE  HERBIEAHE] R
2RI RN ARIRR - RIBIT T A
BT TR TR - BA SRR
BSTSIAPBCR AR « I BETRSE -
BT RS EEEET - k5 AT
HEENRIMAR - BILASHR - BEASD
2 WABNTS R EEEESMHEHE

BRELS  HBEHEE -

SERREXRAE - SHEERBEREH ROFH
AREBZO RAETISRE - TEBHERMS -
BE2EAN2ETS - HTERETH - 9F —
H KRB AR EZERER Y T YFuture YoB S &
tE CHEBTTMEERPE - btHh IFERE
EMEREXFTEARFL(THARDRAREES

- HERFRRBRAERTER  ARHNTE
B REERERE  BENORY - BTV ERR

MABTUE - B REEESEERL BERE
AN FREFNAREBRASE - ARE
S NSRS -



China Mengniu Dairy Company Limited Interim Report 2018

MANAGEMENT DISCUSSION AND ANALYSIS
EEENWR DM

The milk formula business division continued to strategically
restructure and reinforce its channels, adding three new major
business divisions on top of the existing four major infant formula
business divisions, each responsible for overseeing respective
product line and strengthening star products. Regarding
development of mother-and-baby channels, intensive efforts
continued with outlets set up in counties and townships to further
outlets penetrating. As for modern trade channels, Yashili pushed
sales of adult milk powder via KA retail outlet channel. A team was
formed to fine-tune modern channels and products, consolidate
and boost the size of milk powder market, and to fortify the edge
of Reeborne as well as maintain its leadership in the organic dairy
product market. At the same time, the goat milk powder strategy
had been rolled out with such products as Doraler from Australia
and Dumex goat milk powder as well as Dumex TruYn to seize the
market.

The ice cream business division recorded steady sales growth in
core traditional channels and satisfactory sales growth in modern
channels, while specialty channels developed rapidly. Mengniu’s
soft-serve ice cream business started from scratch and opened
42 outlets during the period, laying a good foundation for future
development of the business.

In the advent of Big Data era, Mengniu has worked hard in using a
completely data-enabled industrial chain, exploring actively ways
to make its sales channels, management of point-of-sales and
marketing intelligent. Early in the year, the room temperature and
chilled product business divisions together with the information
technology department pursued “Smart Network Action”, which
entails the use of a standardized distributor operation and
management system to take business management to shop-level
and sales management to daily level, thus serving the needs of
branch offices and subsidiaries, as well as distributors in different
operational settings and covering all businesses, channels, settings,
departments and staff. As of June, trial operation of the Smart
Network System had been successfully launched and the gradual
roll out of the system is expected to take place in the second half
year. In the future, the system combining with SAP and BI will
enable the Group to build Big Data platform for realizing precision
marketing.
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In the first half of 2018, Mengniu continued to strengthen strategic
cooperation with e-commerce platforms, such as JD.com and
Tmall, to push e-commerce sales. With access to Big Data
resources, Mengniu together with JD.com and COFCO Group
signed a comprehensive strategic cooperation framework
agreement on setting up self-operated flagship stores for chilled and
ice cream products in JD.com, and also to jointly develop intelligent
supply chain system and provide more personalized products to the
end of building a new flagship capable of marketing that transcends
boundary. Mengniu also tightened cooperation with Alibaba to drive
consumption upgrade of fast-moving consumer goods and develop
intelligent business. During the period, Milk Deluxe and Silk opened
flagship stores on Tmall and, during the “6.18” Shopping Festival in
2018, sales of Mengniu’s room temperature liquid milk topped the
bestseller list in both liquid milk and food & beverage categories on
JD.com, while its ice cream products ranked second in sales of ice
cream category, and on Alibaba platform, Mengniu also claimed
championship among dairy products in terms of sales volume,
which have more than doubled year-on-year. In addition, the
Group presented “Mengniu-JD Super Brand Day” and “Mengniu-
Tmall Super Brand Day” respectively during the period, and as
such gained brand exposure and stimulated sales. Furthermore,
Mengniu continued to expand its new channel business,
covering business platforms such as Suning.com, Vip.com,
Yunjiweidian.com, Pinduoduo.com and new retail channels. Net
revenue from such business increased notably during the period as
compared with the corresponding period last year.

In addition, Mengniu cooperated with the new retail brand Hema
Store to embark on a completely new channel promotion mode. Via
Hema Store APP, consumers were given access to live broadcast
of special Mengniu World Cup activities, thus realizing interaction
online and offline and enabling the tying in of diverse promotion as
well as consumer experience online and offline. Efforts were also
made by Mengniu to work closer with Business-to-business (“B2B”)
platforms including Ist.1688.com and Huixiadan.net to effectively
commence online sales and marketing and set up innovative online
ordering club for traditional sales outlets. The moves translated
into sales growth and enlarged market coverage for the Group.
Development of smart un-manned convenience stores and
community channels are also part of Mengniu’s plan, creating a
new retail sales channel combining APP usage with un-manned
convenience stores in communities. At the same time, using such
products as fiber-enriched milkshake milk Burnlooking as vehicles,
it will actively explore social network retailing.
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As for overseas business, Mengniu set up its regional head office
in Singapore in 2018 to oversee investment and sales efforts in
Southeast Asia, aiming at gradually expanding market coverage
in the region. It was also able to leverage the World Cup theme to
mount marketing activities to keep boosting the coverage of chilled,
room temperature and ice cream products in the region. Apart from
selling in overseas markets such as Hong Kong, Macau, Myanmar
and Cambodia, it also explored the Australian market during the
period with ice cream products as its chariot. Mengniu expects to
enter new markets — Malaysia and the Philippines — within this year.

Financial Review

Revenue

Benefiting from product innovation, an optimized business
structure, and World Cup themed marketing and promotion
which boosted the sales volume, the Group made revenue of
RMB34,474.3 million for the six months ended 30 June 2018 (2017:
RMB29,465.8 million), an increase of 17% year-on-year, of which
revenue of liquid milk had an increase of 14.0% year-on-year,
revenue of ice-cream had an increase of 12.8% year-on-year, and
revenue of the milk formula business implemented a breakthrough
growth of 64.9% year-on-year.

Gross profit

With a significantly improving product mix and raw milk price
staying relatively low, the Group’s gross profit for the period
increased to RMB13,522.3 million (2017: RMB10,502.6 million) and
gross profit margin increased by 3.6 percentage points to 39.2% as
compared with the same period last year (2017: 35.6%).

Operating expenses

To raise brand competitiveness, the Group implemented active
channel development and strengthened brand promotion strategies
during the period, which led to an increase in operating expenses
to RMB11,8483.9 million (2017: RMB8,824.0 million), representing
an increase to 34.4% of the Group’s revenue (2017: 29.9%).

During the period, selling and distribution expenses increased
by 39.6% to RMB9,975.1 million (2017: RMB7,143.8 million),
representing an increase of 4.7 percentage points to 28.9% of the
Group’s revenue (2017: 24.2%).
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During the period, advertising and promotion expenses increased
by 66.9% to RMB4,418.0 million (2017: RMB2,647.9 million).
The advertising and promotion expenses as a percentage of the
Group’s revenue increased to 12.8% (2017: 9.0%).

Administrative and other operating expenses increased by 11.2%
to RMB1,868.8 million (2017: RMB1,680.2 million), accounting for
5.4% (2017: 5.7%) of the Group’s revenue.

Profit from operating activities and net profit

During the period, due to the significant increase of revenue
and gross profit of the Group’s overall business and products
optimization, EBITDA increased by 19.3% to RMB2,732.6 million
(2017: RMB2,289.7 million) and EBITDA margin was 7.9% (2017:
7.8%).

Profit attributable to owners of the Company increased by 38.5%
year-on-year to RMB1,562.0 million (2017: RMB1,127.9 million).
Basic profit per share was RMBO0.400 (2017: RMB0.290), up by
37.9% year-on-year.

Income tax expenses

For the six months ended 30 June 2018, income tax expense
of the Group was RMB358.5 million (2017: RMB373.8 million),
representing a decrease of 4.1% year-on-year. Effective income
tax rate was 17.8% (2017: 25.1%), down by 7.3 percentage points
year-on-year, mainly due to (i) a non-deductible item relating to
the accounting losses on deemed disposal of partial interests in
associates by the Group in the same period last year and (ii) the
decrease in share of losses of associates during the period.

Capital expenditure

For the six months ended 30 June 2018, capital expenditure
(“CAPEX”) of the Group was RMB1,665.9 million (2017:
RMB5,313.2 million), down by 68.6% year-on-year. Of the total,
RMB1,325.8 million was spent on building new production facilities
and modifying existing ones and related investments, RMB104.2
million was spent on purchasing biological assets and RMB235.9
million was invested in equities (mainly including prepayment of
a consideration for acquisition of Banner Baby Dairy Company
Limited).
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Working capital, financial resources and capital structure
For the six months ended 30 June 2018, the Group’s net cash
inflow from operating activities was RMB3,400.3 million (2017:
RMB3,434.1 million), remaining stable as compared to the same
period last year.

For the six months ended 30 June 2018, outstanding bank loans
and other borrowings of the Group increased to RMB14,708.0
million (31 December 2017: RMB13,950.1 million), of which bank
loans repayable within one year amounted to RMB8,578.0 million (31
December 2017: RMB7,935.0 million). More than 50% of the bank
loans and other borrowings were interest-bearing at fixed rates.
The increase in bank loans and other borrowings was mainly due to
consolidation of the two subsidiaries acquired during the period.

Net borrowings (total amount of bank loans and other borrowings
net of cash and bank balances) of the Group as at 30 June 2018
were RMB7,861.3 million (31 December 2017: RMB7,991.2
million).

The Group’s total equity as at 30 June 2018 amounted to
RMB28,137.7 million (31 December 2017: RMB27,107.1 million).
Its debt-to-equity ratio (total amount of interest-bearing bank and
other borrowings over total equity) was 52.3% (31 December 2017:
51.5%).

Finance costs of the Group were RMB226.5 million (2017:
RMB191.4 million), accounting for approximately 0.7% of the
revenue (2017: 0.6%), up by 0.1 percentage points year-on-year.

Products

Mengniu kept pursuing product innovation and research and
development, so as to meet consumption upgrade demand
with more nutritious, better-tasting and higher end products.
[t endeavors to consolidate the advantages it has in terms of
resources and use leading international technologies, resources
and platforms to build a world-class Chinese brand and reinforce
consumer confidence in Chinese brands. During the period,
heeding different consumer requirements, Mengniu focused on
developing functional and customized products putting particular
emphasis on enhancing such aspects as product variety, flavor and
packaging in the bid to create better experiences for consumers.
It also conducted promotion and marketing actively on the back of
Big Data and using new media, and the results were encouraging.
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The principal businesses of the Group are liquid milk, ice cream, ZAEE X EBEEHD AREEY ~ AKCEM -~ 08 R H
milk formula and other products. Their performances during the  fbES » BARRIBHAT :
period are outlined in the table below:

Liquid milk

A

UHT milk

UHT %7

Revenue amounted to RMB28,931.6 million (2017: RMB25,372.1 million), accounting for 83.9% of
Mengniu’s total revenue (2017: 86.1%)

WABARE 280.316 B (ZT—+F : AR¥253.721 BL) - ERFHEMAH 83.9% (ZF
—+4F :86.1%)

Revenue amounted to RMB13,723.9 million (2017: RMB11,797.2 million), accounting for 47.4% of
the revenue of the liquid milk segment (2017: 46.5%)

WARARME 137239 BT (ZF—+F : ARB 117.97287T) - HEREIWA 47.4% (ZF
—+%F : 46.5%)

—  Since the two super high-end milk products, namely M-PLUS High Protein Milk, the first
milk product tailored for sports enthusiasts in China, and Milk Supreme in gift packaging
were launched last year, Milk Deluxe continued to lead the upgrade of high-end products.
In May this year, it introduced a new packaging for its organic milk, conveying the message
of “Know Nature as Nature is the Best”, which replaced the traditional drinking straws with
the “DreamCap™”, making the product yet easier to carry and practical, putting up a new
guidepost for dairy product packaging.

- FRAHAELZFHEBSWMER M-PLUS B&L4Y - TERBEEH HEDAF CERBFNE
m - WHEEBSREERERE 6 H7%  BESIEmmaERR  RSERRAEBRD
HHFeE B [EFaA A8 fBEEE U (208 IRESROREKA AR -
R THNNEBERERN - KA RMBEMITEMT -

—  Mengniu Pure Milk and Prime Ranch Pure Milk adopted an upgraded packaging design
featuring the World Cup for the related promotion.
- BT RIEEUG AR RBEFERBERG  EAAREH -

— At the end of last year, Mengniu introduced Future Star A2B Casein Pure Milk, made with
premium milk in limited supply from selected designated ranches, raising yet again the quality
of children milk products.

- E4REFEHMEEZEENS  NIRREEENAKE A2B- BREQMFY  BRREARES
MEGME -
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After introducing Xianyu Pure Milk last year with China Modern Dairy, which helped open the
room temperature fresh milk niche market in between the room temperature milk and fresh
milk markets, during the period, Mengniu launched Shiny Meadow fresh milk that targets
the high-end market. Its production process employs low-temperature membrane process
technology for concentrating milk and the Swedish milk fat separation technology system,
thus is able to retain the most natural nutrients in quality fresh milk, with original protein up to
3.6g/100 ml and original calcium content up to 120 mg/100 ml, leading the market in quality
and nutritional value.

SEEAFEPERRREBTFRLAFZALY  EFRF DAL NS E - REEE5R
A TRE - AL BRI TS0 S H R o ZE R R RUR BRR 48 1 i A0 B £
IEDBERMEREE EANMERBEEHNAALE  REEQEEERETEZH3.69
RAESTBESEZA120mg UeREaEBETEEMS °

The other newly launched product Greenhouse fresh milk is intended for the middle-to-high-
end market. It assures freshness with 360 relevant standards used to measure milk at source,
and boasts the edge of having higher protein content than peer products, hence won market
preference.

B HETHE R P LA R i B | iR TS - DA 360 IBATEHEEITEIREE FRMTE - Em

ERESERREREMNED  EEMISER -

Recently, Mengniu also launched a fiber-enriched milkshake milk Burnlooking, full of CLA
glyceride and Resistant Dextrin, of a low-calorie formula and uses sugar substitute (maltitol). It
agrees with the prevailing quest for healthy diet in the market.
SEWHIELEEDNEFNEY  ©ESCLAHMEE R EHE - URARREERRE
(EZHERE )L - BamisaERRREN -

Key products:

Milk Deluxe

Mengniu Pure Milk
Mengniu Flavored Milk
Future Star

Student’s Milk
Burnlooking

BHEMR

Hm
E S RS
RFFEEL
AAKE
S



Milk beverages
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Yogurt
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Revenue amounted to RMB5,467.4 million (2017: RMB4,910.3 million), accounting for 18.9% of the
revenue of the liquid milk segment (2017: 19.4%)

WABARKESL674BT(ZT—HF : AR¥E49.1031B7T) + EREDHKRA18.9% (=T —+F :
19.4%)

—  Yoyi C launched LC-37 last year targeting the professional probiotics beverage market.
Every 100 ml of the product contains 50 billion active bacteria C, 500 times that of the
national standard. It also has an exclusive 37°C highly active bacterial strain, making it a
revolutionary probiotics product and marking a breakthrough of the technical bottleneck of the
low temperature probiotics industry. In May last year, under LC-37, an upgraded low-sugar
enzyme-rich product was launched. In addition, with a limited edition of World Cup packaging
featuring the national flag during the period and complemented by a “Scan the Code for Red
Packet” promotion, the brand gained popularity.

- EHCEAFHEEFEANIABRETSHELLC-37R%] - 1002 EH500EEMNENCE © &
REIRKIRAES001E - BHABRI7 Coa)a MR - TR TR BT ENRMRSE -
RREREEMIRERENEINER  EFRALC-I7EARMEHEEEEZOKN® - LC-37
RYVEBARRHEL T ERREDAERREE  BEIFHARES - #— PR T RER
E o

Key products:

- YoyiC

—  Fruit Milk Drink
- Suan Suan Ru

BHEmM

- &zC
- ERN
- REF

Revenue amounted to RMB9,740.3 million (2017: RMB8,664.6 million), accounting for 33.7% of the
revenue of the liquid milk segment (2017: 34.1%)

WARBARKEI7 403ETT(ZE—+F : ARMS6.64618T)  HERENWMAS7%(ZFT—+5F -
34.1%)

cl

— Just Yoghurt changed its packaging across the board to align with the World Cup theme and
used the promotion slogan “Pure Flavor, Full Enjoyment” to reinforce Just Yoghurt’s status as
a World Cup sponsor and the image of the brand. Just Yoghurt also introduced the PET bottle
package and three new flavors, namely, mango and passion fruit, lime-matcha-avocado, and
vanilla in original traditional package, to please the taste buds of consumers.

- AHRESR—BERBEE  WAIKBMAL  [EBKMESEOSR - RIEATNERRE
BRSO LmEER - AL HEHPETREMNESREENTRABTR - SERXTHRNEER
=K AHEBEEAFOK -
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Milk Deluxe Yogurt, launched last year, combines patented bacteria from the United States,
the exclusive technique of Danone from France and premium ingredients from all over the
world. During the period, continuing to uphold the brand spirit of “Not all yogurts are Milk
Deluxe”, the brand continued to explore the high-end yogurt market.

EFHENEFRAHEY > RREEEEENER  ERERBERE IERZREBERMITEMMX -
HNEBEX R TR B RN Fmaf N mEER  RERERTS o

Champion stepped up promotion and education related to its “BB-12” bacteria during the
period, to bring out better its positioning as a “professional and functional” yogurt.

Ba A RN T EEEGBB- 12 BENEEHE @ &~ T REEEXINEME IBRYER -

Late last year, Bio introduced the Kaqguzi grain mix flavored yogurt to meet meal replacement
demand. It contains American almonds and cranberries, Australian oats and pumpkin seeds,
the most of natural ingredients among similar yogurt products in the mainland market.
BEEEFREL ABZRMARIRERES  WEHITRE - ReEERMC - EMEw - R
MFEES - BUEEIN - REIANEDTSAARMERZEENRYE -

European Charcoal Yogurt expanded the series’ packaging specifications and introduced two
new flavors — lime and yellow peach with pulps.
B REBE R ZIBERE - WHEEEE  ShRNMFKITOK -

Key products:

Just Yoghurt

Milk Deluxe Yogurt

Champion

Future Star Kid Nutritious Flavored Yogurt
Inner Mongolia Solid Yogurt

Bio

European Charcoal Yogurt
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Ice Cream
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Revenue amounted to RMB2,239.8 million (2017: RMB1,985.3 million), accounting for 6.5% of
Mengniu’s total revenue (2017: 6.7%)

WARBAREE22398EIT(ZT—+F : ARK19.85318T) * ERFHLWABL%(ZT—+F -
6.7%)

—  As the Official 2018 FIFA World Cup™ Sponsor, Mengniu created a customized football-shape
ice cream product — /ce+ passion fruit flavor ice cream, and also launched /ce+ pineapple
popsicle and four fruits wonder popsicle, which drew much consumer enthusiasm.

- 1ER2018 FIFAERBEZIREHEBR - RAENITERMIZAMET SIAEMER—A+BERA
IRSER - WHE A+ BIAKERIRET KEK - EEEEERIURE -

—  The high-end ice cream brand Deluxe launched the new product wonder color crunchy ice
cream, coming in three most trendy flavors matcha, tiramisu and toffee. The combination of
the crunchy chocolate shell with soft ice cream fillings pleases the palate of consumers.

- EmACHN AR A S HE T AR R AN - IR T RORITRIIRES © IREDKER - K2
ER=ZEAK  ERHOTORABE - SRACERRE - REBEETRZEXKEER

—  Mood for Green added a new flavor — red bean popsicle with the red beans prepared using a
secret recipe that brings out their rich aroma and flavor. Another new innovative product that
hit the market was the Bean Mill glutinous rice and red bean ice cream, an ice-cream with
sweet red bean paste coated in chewy glutinous rice.

- HEOBEHELFORMEIAZKE  SEREWAREAT - TERE - BINEHH THRE
REAEG RIS IR FHASE  IELQBIBK - ITEAFER °

—  Mengniu’s Russian ice cream series had new members added, including Russian milk block
ice cream and Russian style chocolate flavor ice cream of original Russian ice cream flavor.
They boast rich milk content, strong milk flavor and are smooth and delicate on the palate,
promising consumers exquisite enjoyment.

—  FFFE IR R P HE T E G B I A R IS ACE RN A S T A ACE I - B R B HTKCE R
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—  Mengniu also introduced the Mengniu Premium Ranch milk and grape flavor ice cream. The
match of pure milk and grapes possessed using a unique method gives consumers a pure
taste, fragrant and sweet.

- A UHMEARFELFTDRFORER - MEFDEEMSIRF  QRAERHE -

—  Suibian launched the double-layer crunchy belgium chocolate and cherry jam ice cream, a
product of world-class technique and with a premium selection of ingredients from all over the
world. It is the first of its kind in the country and has a high-end positioning. Moreover, a new
strawberry and chocolate flavor ice cream was launched.

- BEAEREREL AR R DB REROCEN - IRARIERTE - 2FRFERM - @R
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Key products:

Deluxe

Mood for Green
Ice+

Suibian

Russian
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Milk Formula
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Revenue amounted to RMB2,946.5 million (2017: RMB1,786.4 million), accounting for 8.5% of

Mengniu’s total revenue (2017: 6.1%)
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Yashily brand emphasizes the provision of basic nutrients, of which Yashily Kieember infant
milk formula, originally canned and imported from New Zealand, targets the medium-to-high
end market and owns the patented INFAT™ active energy system, which ensures healthy
growth of babies with its five patents. Yashily Kieevagour and Yashily Qinérshi are positioned in
the middle-end market, while Yashily Qinérshuo appeals to the mass. The formula upgrade is
completed with the original Yashily, with strengthened probiotics and lactoferrin content.

L FmBAIEEREE  EPHARREE ONELFEOHRDRPINELPmT S - %
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Qinyou series and Organic series of Reeborne completed the upgrade in packaging and
formula and made increasing efforts in penetrating the organic market and significant growth is
achieved.
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Dumex, with its origin from Europe, is committed to the research on Chinese babies’ immune
system so as to provide professional solutions to satisfy the nutritional needs of infants. Of
which, Diamor series possess dual patents in Europe and OPO structured fat, which is easy to
be absorbed by intestines and good for brain development. Boyoujia series contains patented
prebiotics and is of rich nutrition. Dumex goat milk series added easy-to-absorb OPO small
molecules on top of its whole goat milk protein, which is good for preventing allergy.
ZEZREEN  BAPBEBENERNAR > BREEYPRNEBFTKREHIRBRIE -
EJIEEP&#%E\JEE‘EKHE’EEEfIﬁDOPO s - BB ERKEKRISES - HENRISER
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— Arla Baby & Me organic formula is originated from world’s largest organic dairy producer in
Denmark. Adhered to its organic nature for 130 years, it is famed by its royal origination. It has
obtained organic certifications in 3 areas, namely hormone-free, fertilizer-free and pesticide-
free. Its whole production process is under control by its own ranch and it is positioned in the
super high-end market.

- ArlaBRABERDHIRENEEZRGANBERIRE  130FRBEEBABRNITFEE - A

SEHAMEINESR - BISSKARRE  BHE  (LRHREE  aXUSE2REE B
ST o

—  Yashili launched Doraler, its first high-end imported goat milk formula brand, last November.
The product, canned in and imported from Australia, contains 100% pure goat milk protein
and has a mild and smooth texture, which is easy for the body to absorb.

- KT AREFT—AREEESREQFNHRERLNF  RERNEREEAD - 100%4
FIED  RNAR SR

—  Yashili’'s products also include various adult milk powder products, such as Mengniu brand
adult milk formula, Youyi brand adult milk formula, Huanging brand middle-age and elderly
milk formula, as well as Future Star milk powder for children’s growth, and various dissolvable
products such as Zhengwei brand oatmeal and Yashily infant and toddler nutritional rice
cereal.

- KEIAMHERTEEZBBXANMINTS REERADD - EFMEKADY - LEREHESE
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Key products:

—  Yashily Kieember and Kieevagour
-  Reeborne

—  Dumex Diamor

—  Arla Baby & Me

—  Doraler
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Other Products Revenue amounted to RMB356.4 million (2017: RMB322.0 million), accounting for 1.1% of
Mengniu’s total revenue (2017: 1.1%)
H A E WABARESS64ETT(ZE—1F - ARKS220B7T) » thEFBWATAB(ZZE—HF :1.1%)



042 China Mengniu Dairy Company Limited Interim Report 2018

MANAGEMENT DISCUSSION AND ANALYSIS
EEENWR DM

— Adjustment and upgrade were carried out for the plant-based protein beverage ZhiPuMofang,
a joint creation of Mengniu and WhiteWave. Heeding future market trend, its Silk Americano
Soymilk was launched last November in two flavors — original and almond. It is made with
freshly grinded soybeans and uses the unique 8-second VTIS freshness preservation
technology. During the period, the North American mixed berries flavor series was introduced.

- F4HEWhiteWave kBAAIVMEMEC R DR EE LY - HEMET T ABRNAR - RIE
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—  Mengniu joined hands with Arla Foods to introduce the professional catering brand Arla Pro,
with Arla shredded mozzarella as the debut product. The product is produced in Mengniu’s
cheese factory, using the exclusive recipe and advanced techniques of Arla Foods and with
premium imported cheese from Denmark as the ingredient, for tapping China’s cheese market.

- 4B FAra FoodsB| EHEERRIRAra Pro» HEEFRXEEEHENT 4% - IRAA
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Key products:

—  Silk Americano Soymilk

—  Arla shredded mozzarella
- Lao Qu Bei

EEMR:
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Production

Mengniu deploys its production capacity taking into account the
potential of relevant markets and its own product strategy. As at
30 June 2018, Mengniu had 38 production bases in China and one
in New Zealand, which together had a total production capacity of
9.51 million tons (December 2017: 9.22 million tons). To facilitate
development of Southeast Asian markets, the Group is building
a production base in Indonesia, which is expected to commence
operation by the end of the year.
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Social Responsibility

In the first half of 2018, while striving to improve its economic
benefits, Mengniu also continued to actively live up to its social
responsibility as a corporate citizen, pursuing the mission of
“focus on nutrition and health, deliver a drop of happiness for
every moment and every day to more people”. Mengniu took the
initiative to align its operations with the United Nations Sustainable
Development Goals 2030, including setting up action teams to
oversee works of four major themes — “nutrition and health”, “win-
win growth”, “environmentally friendliness” and “targeted poverty
alleviation”, so as to develop into a role model as a world-leading
dairy enterprise. With the support of the teams, the Group will push
forward its sustainable development strategy, embark on multi-
dimensional corporate social responsibility activities to help people
realize their aspiration for living a better life.

During the period, Mengniu took the charity concept underpinning
its “Inclusive Nutrition Plan” to a new height by cooperating with the
World Food Programme of United Nations to roll out a preschool
children nutrition improvement pilot project in Xiangxi, Hunan.
The move is an effort of the Group to serve as an example of how
corporations can promote long-term development of “Healthcare-
based Poverty Alleviation” and “Nutrition-based Poverty Alleviation”.
Moreover, Mengniu and the Research Institute of Food and
Nutrition Development under the Ministry of Agriculture and Rural
Affairs of the PRC jointly published the “Blue Book on Inclusive
Nutrition for Children in Rural China” to draw attention of the society
onto the issue of improving provision of nutrition to poor children.
During the period, Mengniu’s “Inclusive Nutrition Plan” donated a
total of approximately 1.95 million packs of student milk to 14,886
poor students and left-behind children in 58 counties. Apart from
product donation, Mengniu remained steadfast in “Supporting
Intellectual Growth” starting with health education. It conducted 87
lectures on nutrition to educate and relate relevant knowledge to
schools, parents and students.
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Engaging partners in win-win cooperation, Mengniu continued
the “Golden Key of Milk Cow” project, which entails nurturing
of professional teams and enhancing raw milk quality. During
the period under review, Mengniu conducted two technical
demonstration sessions under the “Golden Key of Milk Cow”
project in milk source regions in China. Over 50 experts were
invited to explain the latest breeding and rearing techniques to
staffers of over 300 ranches in Southern and Northern China,
which led to an increase in average output of partner farms and
a decrease in average milk cost per kg. Through integrating the
technical resources along its industrial chain, Mengniu has been
able to render stronger support to its upstream rancher partners,
helping the ranches with improving their effectiveness and speeding
up their transformation and upgrade.

In the first half of 2018, Mengniu continued to enhance the
professional skills of ranch personnel through its “University of
Ranchers” program. The project, supported by such authoritative
departments and organizations as the National Dairy Industry
and Technology System and China Agricultural University, and
also Mengniu and its top-class industrial chain partners and
global industry experts, provides ranch owners and milk source
technicians systematic knowledge training, technical support and
financial support, thereby contributes to building a sustainable
ranch ecosystem. During the period, the “University of Ranchers”
held 4 offline training activities and 26 online training sessions
through “Satellite Lectures”, and together those sessions benefited
close to 5,000 participants helping them better understand dairy
cattle rearing techniques, and among the participants were
over 1,000 ranch staffers who received the training for free and
subsequently more than 750 ranches were able to raise operational
effectiveness. In addition, Mengniu continued to promote “Ranchers
Says” knowledge sharing platform, with experts ready to provide
dairy industry practitioners professional solutions to livestock-
farming problems anytime, anywhere via WeChat. With the use of
digital approaches in poverty alleviation, Mengniu strengthened
its support to the general community of farmers and herdsmen,
bringing benefits, economic and social, in other words, both the
economy and the society win, and helping alleviate poverty among
herdsmen by addressing the roots of the problem.

SHBETREHAELR  BERTIDHT @]
iHE EBREEBML  RBARPEE - MBS
A REREERREAKIFERMRS D2
| FHERFRIMTHESED - BAEER0%
7 - REER REICHE 006 EHUSH A BT A&
FE BB - 7T EFHUEHFHEER - [
BEFARTHRAR - REBBERAEXBEME
R BIET B ERBOE TR HMNEE - KIE
BhBUSIR T S ~ INREERLTHAR -

—TE - N\FL¥ERFBERTIREERE]
FTE RABUBABMNEENE  ZEEHAR
RINVFEXERMBER PREERNSEREEIM
MEE  KAESEREELBBEREHEDIRITE
BREHEGE RPREMNA B R M
A BTEEK - SRELSE  BUABENSIS
ARERE - BiN - [HUSGERE THEHER NEE4
Ko EEEREE IFEGLES26K - BB
BRESTHAHE  HBH5000AE—FHE2FM
AR - Ao BEIIHUS A BHiE1,000A
R BIRTB0Z RBUGIR ARG o - BB
HEMFARIBRENESZFE  BBMIEHER
BEM A ER MM ENEABRBER EHEES
5o REBRBHEFOKERE  FEEHEKRE
MRS  ERAEUGEE SR EMEE L
o WIRRLEEERRRERE -



TERFAXERAA

Mengniu insists on striving for win-win in fulfilling its corporate
social responsibility and that has gained for it recognition and
praises from various parties in the society. In the first half of 2018,
for its exertion on charitable initiatives such as “Inclusive Nutrition
Plan”, “Golden Key of Milk Cow” and “University of Ranchers”,
Mengniu received the “Twelfth Annual People’s Corporate Social
Responsibility Award — Poverty Alleviation” from People’s Daily
Online, the “Golden Bull Award of Responsibility” from the China
Social Responsibility 100 Forum under the guidance of the
Research Center of Corporate Social Responsibility of Chinese
Academy of Social Sciences, the “Golden Bee Enterprise” award
at the Thirteenth China CSR International Forum, one of the “Top
50 Brands for Chinese Corporate Citizens’ Responsibility” at the
Third Chinese Corporate Citizens’ Responsibility Summit and the
“Asia Responsible Enterprise Award 2018 — Social Empowerment
Category” from Enterprise Asia.

Human Resources

As at 30 June 2018, the Group had a total of about 40,015
employees in China and Hong Kong, including around 2,310
employees of Yashili. During the period, total staff costs (including
salaries of directors and senior executives) amounted to
approximately RMB2,729.6 million (2017: RMB2,395.7 million).

Taking into consideration international trend and Mengniu’s own
strategic goals, the human resources management arm of the
Group is building a new operation model centered around the
forging of “new business partner relationship” and facilitated by
a “shared services center”. By setting up the Human Resources
Shared Services Center (“HRSSC”), administrative duties can
be completed efficiently, thus release the capacity of Human
Resources Business Partners (“HRBP”) and Centers of Expertise
(“COE”) to offer value-added services to the Group’s businesses
to help them grow. During the period, the HRSSC project was
activated with formal operation scheduled for end of 2018, enabling
provision of mobile, intelligent and integrated, in other words,
convenient and efficient human resources services to staff.
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During the period, Mengniu also watched closely the needs of
its businesses and optimized accordingly its personnel training
system. Starting with platform building on four aspects, including
job orientation, training of general capabilities, leadership and
professional skills, Mengniu wants to turn itself into an organization
that values learning and in turn assists development of its
businesses. The Group has internal trainers to mentor the staff
and share with them the corporate culture, and promote a learning
and development system that operates highly effectively. Apart
from traditional offline mentoring, the four-in-one internet learning
platform “Zhi De” has been broadly implemented and applied,
offering personalized training contents to employees of different
levels anytime, anywhere.

In addition, the Group issued the “Mengniu corporate culture
manual (2018 edition)”, stating loyalty to its core values and at
the same time refined the Mengniu spirit and enriched its concept
system to preserve for passing on the genes of Mengniu’s
traditional corporate culture and support its 2020 strategy. During
the period, a variety of corporate culture related activities were held,
including online games, role model election and lectures by senior
management, to facilitate the day-to-day embrace of the corporate

culture of the Group by employees.

In the first half of 2018, Mengniu optimized its existing incentive
system, implemented authorization by rank, strengthened the
connection between incentives for the individual and performance
of the organization and pushed to evolve from focusing on labor
cost control to elevating labor cost efficiency. To reward and
retain core staff in key positions, Mengniu continued to implement
its retention plan for key personnel, entailing awarding restricted
shares as an incentive for them to stay with the Company. During
the period, Mengniu granted a total of 6,693,084 shares under
the share award scheme to core staff in key positions at middle
management and above levels and also those affording excellent
performance and strong potential. In addition, a total of 9,593,689
share options were granted under the share option scheme to
eligible staffers.
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Prospects

As the industry goes deeper into supply-side structural reform, its
focus has also changed from seeking to grow in scale to achieving
steady growth in per capita consumption and quality upgrade. As
for consumers, apart from being more demanding on the quality
of dairy products and choices of flavor, they are paying growing
attention on where the products and their ingredients come from,
and the sales channels as well as the consumption settings of dairy
products have become more diverse. China is determined to see
its dairy industry revitalized by 2025, with the industry achieving
sustainable development upstream and downstream and more
consolidated. Thus, dairy product enterprises are stepping up
industrial deployments and pursuit of quality improvement and
innovation. Moveover, the full implementation of the infant milk
formula registration system in 2018 have started to change the
competitive landscape for milk formula products. At the same
time, as economic globalization prevails, the dairy product industry
in China has kept strengthening exchange with international
counterparts in a bid to drive the upgrade of Chinese dairy brands.

Looking forward, Mengniu will continue to adopt the consumer-
oriented approach, focus on bolstering “user power” and, by
remaining steadfast in guarding quality and striving for product
excellence, innovation and internationalization, to work towards
a new image of dairy products from a great nation. It will be loyal
to the spirit of “No compromise on product, quality, values or
execution”, so that it may provide consumers with healthy products
of the highest quality and the society positive energy. To adapt
to and lead consumption demand upgrade and to enhance the
efficiency and quality of product innovation, Mengniu has set
up a number of new departments, including consumer research
and innovative product developments, to hasten research and
development of innovative products in different categories,
thereby enhance product price premiums. Mengniu will continue
to cooperate with China Modern Dairy and Arla Foods to explore
the potentials of the fresh milk and yogurt markets, quickly develop
related products, and also develop the plant-based beverage
market.
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Collaboration with its three major shareholders, namely COFCO
Group, Danone Group and Arla Foods, Mengniu will continue its
efforts to build itself into a world-class Chinese dairy enterprise.
Leveraging its standing as an official partner of the World Cup in
Russia, Mengniu has reinforced its strategic global business layout
and worked on building a world-class industrial chain capable of
quality guarantee from milk source through to the point-of-sales.
Mengniu will continue to explore overseas upstream resources
and refine its global milk source supply chain. The cooperation
framework agreement that the Group signed with Alibaba will
enable the two partners use their respective resources to jointly
enlarge the market coverage of Chinese dairy products worldwide.
In 2018, Mengniu has speeded up deployment in Southeast
Asia and, in the second half year, it plans to develop markets in
Malaysia and the Philippines. Its factory in Indonesia is expected to
be completed and commence operation this year to produce and
sell Yoyi C products locally. Mengniu will join force with its “Belt
and Road Dairy Alliance” to build a dairy community together with
dairy enterprises in countries along the “Belt and Road” and lead
Chinese dairy enterprises in going global.

Digitalization is the new trend in the dairy industry and Mengniu will
keep in good pace with it. The Group will continue to push forward
with the digital transformation of its whole industrial chain, aiming
for further integration of its industrial chain from pasture to the cup
and information technology with the help of strategic cooperative
partners such as Alibaba and JD.com. It shall use Big Data to
facilitate informatization and intelligent transformation of quality
management, milk source development, innovation, research and
development and sales channels. In the future, employing digital
technology, Mengniu will strive to achieve seamless digital quality
monitoring throughout the entire operational process, thereby
create truly personalized dairy products, and accordingly present
consumers with brand new digitalized consumption experiences.
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Making full use of its digitalized platform and continuing to tap the
momentum resulting from World Cup marketing, Mengniu will keep
increasing interaction with consumers to enhance their acceptance
of the brand. In the meantime, effort to effect channel penetration
in lower-tier markets and nurturing regional markets will continue
and be strengthened, and provide healthier and higher quality dairy
products to consumers.

Mengniu will strive to fully deliver on its “Born for Greatness” brand
proposition and continue to adopt its user-oriented approach in
the 4U era of the dairy industry, building itself into a world-leading
Chinese dairy product enterprise. Guided by its “2020 Goals”,
Mengniu will strive for breakthroughs in corporate value and sales
volume drawing on its highly effective “Wolf Culture” and with
determination to win and accomplish win-win.
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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 2018 (the “Interim Financial Statements”).

Interim Dividend

The Directors do not recommend the payment of an interim
dividend for the six months ended 30 June 2018 (six months ended
30 June 2017: nil) and propose that the profit for the six months
ended 30 June 2018 be retained.

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

As at 30 June 2018, 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 “SFQO”)) (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:

ARRER(EFDE((EFC)MARZES
S  ERARAREFRR(RHAEE])
BE_Z— \FRNA=ZTHILEREANKEERRZ
B A M mR ([P BEwK]) -

A R R
EFTRBERBE T \EAA=TALR
EANFERE(BME-E—tFAA=HALA
BA &) TRFREBE_T—/\FAA=T
BLLEAE A BRI -

EERFETHRAESRKRMS - HER
REERZEZERAR

RZZB-N\FRA=1tH ARREZERTET
BABRANRR AT AHEEEZE(ERREF R
MB35 REEGERD ) EXVER) (T 185
B )z - Bk REEED  BEERE
RIEFEH LB ERPIE35216F 17 E M ERLMA
ZREmFORR - FRE EHRRIM S0 E 2 £
METAEFETESFRZNEESTA([BEST
AN ZITHAMERRAMNELHERXZMERAA
(TP ]) 2 S PORRINT



TERFAXRERAA —T—\FhHHRE 051

Long positions in the shares of the Company or any of the
Associated Corporations (not including options granted under the
Company’s share option scheme):
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RARBSREAAIRBEE R 2 58 (T ERER
BN R ERE IR LR RE) -

Percentage of
the Company’s
Issued Share

Total Number of Capital®@
Name of Director Nature of Interest Ordinary Shares NG RS-
EE5E58 REEME ZEREH RABD
Lu Minfang Personal Interest 252,243(L) ™ 0.006%
[E B B A=
Wu Wenting Personal Interest 136,300(L) ™ 0.003%
RXIE B A=

Notes: s -

)

@

It represents shares granted to Mr. Lu Minfang and Ms. Wu Wenting
under the Restricted Share Award Scheme of the Company.

The calculation is based on the number of shares as a percentage of
the total number of issued shares of the Company (i.e. 3,927,361,132
shares) as at 30 June 2018.

Indicates a long position.

(1)  EBIREADRAR G ERE ZE SR T E &R
LER R IELZ LG

@ HEDEBRMHEEMEARAEZEZS—/\FEX
A=+HZBETRM4RE(R3,927,361,132/% %
MINBE DL A% -

L RRHE -
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Certain Directors have been granted options and shares under the
Company’s share option scheme and share award scheme, details
of which are set out in the sections headed “Share Option Scheme”
and “Share Award Scheme”, respectively below.

Save as disclosed above and as set out in the section headed “Share
Option Scheme” below, as at 30 June 2018, 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.

Substantial Shareholders’ Interests

As at 30 June 2018, 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 FERREZHE

COFCO Corporation FlREEEERAF
COFCO (Hong Kong) Limited R EESE] (ﬁ}%)*ﬁﬁﬁ’&ﬂ
China Foods (Holdings) Limited FRER Hﬁ)fﬁﬁﬁ
Farwill Limited TEARA

Colour Spring Limited KRBBRA

RIEFLRIE Hx*ﬁ‘BE& Al
FIEIL R EAR AT

COFCO Dairy Holdings Limited
COFCO Dairy Investments Limited

Prominent Achiever Limited BiEBRAR

Arla Foods amba Arla Foods amba
Danone SA Danone SA

Danone Asia Pte Ltd Danone Asia Pte Ltd
Citigroup Inc. Citigroup Inc.

ETEEREARE 2 BERER S KRR ER
DERBRENMEER - B RER X BRE
a8l e[ AR 22T &) &5 -

R EXXPriRER K T XXM RHERT 8 | —BRPrEE
S RZB-N\FRA=Z+TH  ARAZEFR
TETHRAEBRARRSRAMBEBEEZ KD
ek RE#EET  SEEEEMNELERRE
E5H LB IGHIFEI2EMEFENERLMA - =L

1R A BT AN B AR A 7 RS 32 P 2 35 TR
A o
FERRER

RZZE-NFRA=TH  REEFLBEED
E3BEREFEZERMATLCE - TERR(R
ARA RAAEORBE B AT A R KRR
EREXHINARBEEREZTHRABRI)

RAR AR RABRER D MR SOR B I T

Percentage of
the Company’s

Issued

Number of Share Capital®
Ordinary Shares EARATE BT

ZEREE &N Y
1,234,500,758(L) ™ 31.43%
1,233,700,758(L) @ 31.41%
1,233,700,758(L) @ 31.41%
1,233,700,758(L) @ 31.41%
1,233,700,758(L) @ 31.41%

L)t
L)¢
L)¢
(
(
1,233,700,758(L) @ 31.41%
(
(
@
®
L)¢

1,233,700,758(L) @© 31.41%
1,233,700,758(L) @© 31.41%
1,233,700,758(L) 31.41%
1,233,700,758(L) © 31.41%
1,233,700,758(L) @ 31.41%
222,943,442(L) 5.67%
1,760,499(S) 0.04%
191,090,287(P) 4.86%
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Notes:

)

COFCO Corporation is deemed interested in an aggregate of
1,234,500,758 shares in the Company, comprising (a) 1,233,700,758
shares in the Company through its wholly-owned subsidiary, COFCO
(Hong Kong) Limited and (b) 800,000 shares in the Company through
another of its wholly-owned subsidiary, COFCO (BVI) Limited. COFCO
(BVI) Limited is deemed interested in 800,000 shares in the Company
through its wholly-owned subsidiary, COFCO (BVI) No. 9 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 1,233,700,758
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.

The total issued shares of the Company as at 30 June 2018 was
3,927,361,132.

Indicates a long position.
Indicates a short position.

Indicates a lending pool.

Save as disclosed above, as at 30 June 2018, 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.

M

Bt
R
L8R
-

PREBERAAEGSAREAARAA R
1,234,500, 7588l P HE Bz - B BIE(@Q)E
BER2ETRARTRERER(FE)BRAGRAEAR
7]1,233,700, 758 R L) BBES—2EFRQ
AJCOFCO (BVI) Limited # 7% A & 800,000 % f% 13
AR - COFCO (BVI) Limited 1% &35 i@ E
2&FAFCOFCO (BVI) No. 9 Limited A A2 7]
800,000% f& 1 #E B #e s ©

BIEESNAEEEI7E  DRER(EB)E
RAR - BRAERRAE  ERARAGE - PEIlE
ERERAR - FRRIEKREFRAR - BEER
A@] ~ Arla Foods amba - Danone Asia Pte Ltd#
BBRARQTA H1,233,700,758 8% B 17 7 A 1
FER M () AR AR (FIFECOFCO (BVI) No.
108 Limited) 1R BB BEEE FRRIERARA
AR AAR],233,700,758 % J& ) AR #E B S o

FRRILEERERA MR ASBETFARIFIREI
L EFRARES AAF,233,700,758 K f% 1D
ZHEE o

FRILELEBRARESAFRESZETARA
EHEAR QN REARARNRRF296,028,044 B (7 2 1
Danone SAtH R & #H F /A B]Danone Asia Pte Ltd
AR F]1,233,700,758 %A 19 R H#E B #E s ©
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Share Option Scheme iEARAEST &

On 3 June 2016, the shareholders of the Company approved =—Z—XEXHA=H AA Tﬂxﬁﬁt/ﬁ”ﬁm@ﬁﬁ%
the adoption of a new share option scheme (the “2016 Share J]ﬂ};ﬁ HE([ZE—NFHEEEE ) » AE

Option Scheme”) in order to enable the Group to continue to offer EEEE LT IEESRBEEEER @ LA D&%I]j%
valuable incentive to attract and retain quality personnel to work to  EEZEM N AEE @ IRE AR Tﬂxfﬁﬂﬁ{ﬁ o &
increase the value of the shares of the Company. The 2016 Share — NEBERETE B T —RNENA=ZBE4E
Option Scheme shall be valid and effective for a period of 10 years %X A A+F  WER T - RF/,A_H
commencing from 3 June 2016 and will expire on 2 June 2026. 2R o

The following share options are granted under the 2016 Share  THBEKRENERNRE - T — SFBERETSIR
Option Scheme during the period. °

Number of share options
EREYA
As at Exercise period of
Name or 1 January Granted  Exercised Lapsed Date of share options Exercise
category 2018 during during during grant of (both dates inclusive)® price of share
of participant R=Z—-NF theperiod theperiod theperiod R=% share options ~ BRETELHH options
SHRERZNER -B-H MR HnTE HWAXH  AA= RUBEREAS (BEEERX) Eﬁﬂﬂﬁﬁfﬂi
HK
BT
Executive Director
BiTEE
LuMinfang 865,000 - - - 865,000 13.7.2017 13.7.2018 t0 12.7.20220) 14.812
BN “T—+tF T-\FtA+=HE
tA+=H TZEo-ErAToA
- 690,199 - - 690,199  7.5.2018 7.5.2019 t0 6.5.2023) 26.05
—E)\E ZZ-NEFRAtAZE
hAtA ZEZ=ERARAM
Wu Wenting 238,300 - - - 238,300 13.7.2017 3 7 2018 to 12.7.20220 14.812
R ZE—tF T-\§tAT=HE
tA+=H TZEoErAtopn
- 220,084 - - 220,084 7.5.2018 7.5.2019 t0 6.5.20232) 26.05
ZE-)\F “Z-N\ERAtHE
nAtA ZECZERAREW
Employees in Aggregate 9,345,915 - - (685,363) 8,660,552  13.7.2017 3 7 2018 to 12.7.20220) 14.812
[EE&: e 2 T-\FtA+=HE
tAT=H :?::Etﬂ%:ﬁm
- 8,683,406 - (20,950) 8,662,456  7.5.2018 7.5.2019 t0 6.5.2023) 26.05
—T)\E ZE-NERALHRE
hAtA ZEZ=FRARAMN
10,449,215 9,593,689 - (706,313) 19,336,591

Notes: P 3T -

(1) The share options will be vested in two equal batches with 50% of the (1)  BERXIE 5 EHEEB - 50%E F HERERH
share options granted vesting on the first and second anniversaries B EIHH;*L% R_(EAERIE - fLIh - fEEE
of the date of grant. In addition, the share options will only be vested AEBR2EENTEERREZR - ABEEBRES
if and when the pre-set performance targets of both the Group and HERRE o WARRER L2 EE - BB FEERE
the participants are achieved. Unless all of these targets are met, the HERR o ATR ERTE S I A RARR AR i B BRARET TR 8
share options will lapse. The exercise period ends on a date which is AEZHTELE °

no later than five years from the date of grant of such options.

(2)  The closing price of the Shares immediately before the date of grant of ~ (2) MM AEZEBERERLEAHZAINETHEA-Z
the Options were HK$25.35 as of 4 May 2018. —\FHAMA 225.35%7T °
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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 in 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 2018, 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 28
to the Interim Financial Statements.

Share Award Scheme

1) Restricted Share Award Scheme
The Company operates a restricted share award scheme (the
“Restricted Share Award Scheme”) to motivate the employees
to maximize the value of and share the results with the
Company in order to achieve sustainable development of the
Group.

During the six months ended 30 June 2018, the number of
shares of the Company granted to selected participants was
6,693,084, of which 154,143 shares were granted to the
Directors, details of which are as follows:

As at Granted during
Name of Director 1 January 2018 the period
R-B-N\#F
BEEns —A—H HRR
Lu Minfang 164,100 88,143
B
Wu Wenting 70,300 66,000

R¥ e
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B EXWBEEN  ARBIEEFMFRARARHRE
HABEI VEMLZY - fARRESHERT
BABRE B ZBME AL A FEWE AR R SER
H AR 2 Befn s fERERE &S ek o

BEXEEEN RBE-_ZT-N\FRA=1H
LEAREARE  MECAEFAEZTHRARR
BERERTARRLEBEZE (TR RESF R
B0 B S 2 LR R BERN - TREITEE
IR EHER o

BRI BlHE — SR BE N P IR SR M
28 °

BEREmEE

1) REIMERE R
AR EERAD — VAR ) e IR SR ST 8 (TR
MERR SRS MET B D) - #E AR E B A AR A
BIEESEE  BAARATRR  BBHA
EENTRERR -

BE_ZT- \FRA=THEXEAHRM
ERTEZEL2EENATAARKREHE A
6,693,084 % - K154 143 RO X T &
= ABEHEIIIT

Vested during Forfeited during As at
the period the period 30 June 2018
R=Z-—N\%F

MREE iR AA=T1H

- - 252,243

- - 136,300
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2) Key Management Retention Plan

The Company adopted the key management retention plan
(the “Retention Plan”) to retain and reward the Group’s key
management personnel and employees with great potential
and to drive the achievement of strategic objectives of the
Company. According to the Retention Plan, the Company will
contribute a maximum of RMB150 million for the execution of
the Retention Plan.

During the period ended 30 June 2018, no share was granted
under the Retention Plan.

Further details of the Share Award Scheme are set out in Note 29
to the Interim Financial Statements.

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 to Hong Kong and Macau. As
at 30 June 2018, substantially all of the Group’s assets and
liabilities were denominated in RMB except for the cash and
bank balances of approximately RMB97,382,000 (31 December
2017: RMB102,558,000), RMB32,704,000 (31 December
2017: RMB139,753,000), RMB2,897,000 (31 December 2017:
RMB1,057,000), RMB2,995,000 (31 December 2017: RMB6,000),
RMB42,731,000 (31 December 2017: RMB60,443,000),
RMB353,000 (31 December 2017: Nil), RMB4,000 (31 December
2017: Nil) and RMB15,924,000 (31 December 2017: Nil), which
were denominated in United States dollars, Hong Kong dollars,
Euro, New Zealand dollars, Danish Krone, Australian dollars,
Singaporean dollars and Indonesian rupiah, respectively, a pledged
deposit and investment deposit of approximately RMB33,942,000
(831 December 2017: RMB14,545,000) and RMB13,288,000 (31
December 2017: Nil) which was denominated in United States
dollars, respectively, and the interest-bearing bank and other
borrowings of approximately RMB3,102,077,000 (31 December
2017: RMBS3,207,497,000), RMB6,488,280,000 (31 December
2017: RMB5,941,819,000), RMB45,355,000 (31 December 2017:
RMB52,197,000) and RMB61,086,000 (31 December 2017:
RMB74,426,000) which were denominated in Hong Kong dollars,
United States dollars, Euro and New Zealand dollars, respectively.
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.

2) BEAREUEIEMELR
ARABRMARECEIBESER(EES
RDURBNHBASREANRESEENE
RERMELABNES RESH AR R EEE
BROER - REBEBENR  ARAEHEE
TERNPTRZHEARKE15ET

—E-N\FXRA=THILHMH -
BRRETRROEMBSD

I AR

f& SR B2 Bt &I BV — F R IE BN T BB SRR I
u£29 °

SIS L B

AEENEBIRUNTERE KTEES
D%%%%&%&%DA&WE FORPIHE L E M

G BT E2HRXZHUAAREBEEEMN -
—f—)\i/\ﬁ +H BTAEHOARE
97,382,000t (ZE—+F+-A=+—H : A
R #102,5658,0007t) + AR#32,704,0007T (=
T—+F+-_A=+—H: AR¥139,753,000
7T) > ARM¥289700 (T —tF+ =
B=+—H: AR¥1,057,0007T) - AR
2,995,000 (ZE—+F+A=+—H: AR
#6,0007T) © AR¥42,731,0007( —F —+4F
+=-A=+—8 : AR¥60,443,0007T) - AR
353,000 (= &E—+tF+-_A=+—08: %)
ARBE4,0000(ZE—+F+=-A=+—0: T)
M AR#E15,924,00070 (—E—+F+-A=+—
H: Z)WRERBOBFEIRINET BT
BT - ¥EET - SRR BT - FTNET R
EeEstE RESGREBEGRHARK
33,942,000t (=T —+F+-_A=+—H: A
R#14,5645,0007T) & AR %13,288,0007L (=&
—+F+-A=1+—8: T)DBIAETE K&
BEHHARES102,077,0000( ZFE—+F+=
A=+—H: AR%3,207,497,0007T) - ARKE
6,488,280,000 T ( —E—+F+-_A=+—8 :
AR #5,941,819,0007T) + AR#¥45,355,0007C

—+F+-_HA=+—8: AR#¥52,197,000
L) R AR#61,086,000t( —E—+tF+ = A
=+—H: AR%74,426,0007T) B95H BB 1T K
HipfgE D BIAEIT » T BUTRFAM A
B AEBELET2HEERBEHUARER
B  AREHINENEES B @ AJREFER
EEMEEEE  BESRRIINERREEEE
RYFEHI 2 o
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Pledge of Assets

As at 30 June 2018, the Group has pledged certain pledged
deposits, other current assets and non-current assets aggregating
to approximately RMB2,770,275,000 (31 December 2017:
RMB2,594,835,000).

Capital Commitments
Details of capital commitments are set out in Note 31 to the Interim
Financial Statements.

Corporate Governance

The Company is dedicated to ensure 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 2018, except that the Company has deviated from
the Code Provisions A.5.1 and E.1.2 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 2018.
The Directors are of the view that each of Mr. Tim Qrting Jergensen
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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Code Provision E.1.2 provides that the chairman of the board
should attend the annual general meeting. The Company deviates
from this provision because the chairman of the Board was unable
to attend the annual general meeting of the Company held on 4
May 2018 due to other unavoidable business engagement outside
of Hong Kong.

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 Ms. Wu Wenting; four non-executive Directors, namely,
Mr. Ma Jianping (Chairman), Mr. Niu Gensheng, Mr. Tim Qrting
Jorgensen 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
2018.

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 2018.

SRR FEA 2GR EESE T F R FERRE
FRE - ARABMKEXEMFERE  RE=ESE
FRBBAINNEMBEMARGEHEARFR =
T \FHAMBESETHERFAFAES -
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HESHE EEER  RERBE-T-N\F
AAZTEIEAEARN—ERTEET 2 RE
) -

BE - HEIBEEAQAFR LTRSS

ARARFEERMFRAARBE T —N\FRH
STREREARABERBE - HEXBERARQF
ERLEHES -



FEBALEERAT —TFRHRS 059
REPORT OF THE DIRECTORS
FEEHRE

Audit Committee ERZEE®

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
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 2018. The Audit Committee has also
reviewed this interim report.

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 2017 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, 29 August 2018
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INDEPENDENT REVIEW REPORT

B EB RS

Ernst & Young
22nd Floor

CITIC Tower

1 Tim Mei Avenue
Central, Hong Kong

>
EYzx

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

Tel: +852 2846 9888
Fax: +852 2868 4432
www.ey.com

Introduction

We have reviewed the interim financial information set out on pages
62 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 2018
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 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.

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.

Rk BRI
EBPR

ES AL

PIEAE

228

T EE: +852 2846 9888
{8EL: +852 2868 4432
www.ey.com
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INDEPENDENT REVIEW REPORT
BN EH®RE

Conclusion wEom
Based on our review, nothing has come to our attention that causes  RIERFINER ROV AREFAETRER
us to believe that the accompanying interim financial information is  {FI48{Z KM P BR A 5 & B E — Y & K 5 m I R IR

not prepared, in all material respects, in accordance with I1AS 34. B2 2R FE345RRE -
Certified Public Accountants HEDA
Hong Kong B

29 August 2018 —E-NFENAZ+NH
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INTERIM CONDENSED CONSOLIDATED
STATEMENT OF PROFIT OR LOSS
FHIE AR SRS

Unaudited
RICERX

For the six months ended 30 June

BEANA=TRILAEA

2018 2017
—E-NF —EF—tF
RMB’000 RMB’000
AR¥T T ARET T

Revenue WA 34,474,336 29,465,755
Cost of sales SHER A (20,952,057) (18,963,182)
Gross profit EF 13,522,279 10,502,573
Other income and gains H A R ES 267,221 127,073
Selling and distribution expenses HEMKHEE R (9,975,083) (7,143,794)
Administrative expenses 1THRE M (1,360,443) (1,087,499)
Other expenses HiE R (508,327) (592,749)
Interest income B YA 398,429 229,331
Finance costs A AR (226,497) (191,404)
Share of losses of associates JE(RERE N RIEE (100,514) (354,600)
Profit before tax i A1 A5HE 2,017,065 1,488,931
Income tax expense s (358,502) (373,846)
Profit for the period Z<EA A5 1,658,563 1,115,085
Attributable to: AT & 77 (G

Owners of the Company NANBES A 1,562,013 1,127,900

Non-controlling interests FEIR RS AR R 96,550 (12,815)

1,658,563 1,115,085

Earnings per share attributable to EATEERERSA

ordinary equity holders of the EEERAER

Company (expressed in RMB (UABRARYTE)

per share)

Basic HAR 0.400 0.290

Diluted 5 0.400 0.290
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INTERIM CONDENSED CONSOLIDATED
STATEMENT OF COMPREHENSIVE INCOME
FHIGRGS 2 ERER

Unaudited
RICER
For the six months ended 30 June
BZAA=1THLAAEA

2018 2017
—B-N\F —+F
RMB’000 RMB’000
ARET T AREBTTT
Profit for the period ZREARIE 1,658,563 1,115,085
Other comprehensive income/(loss) H{t2EUz (EiB)
Other comprehensive income/(loss) AEHRIE S E B
to be reclassified to profit or loss R 2Eka (FrE) -
in subsequent periods:
Exchange differences: M Z 5
Exchange differences on translation HBEFINETSH
of foreign operations PE =28 (87,974) 129,606
Cash flow hedges: WBE RSP
Effective portion of changes in REARBE AT AEARE
fair value of hedging instruments FHENER IS
arising during the period 24(a) 17,838 -
Share of other comprehensive loss of DR E N T EAfL
associates ZHEE (12,794) -
Net other comprehensive income/ H#EHBEHRSEZTES
(loss) to be reclassified to profitor HWHMEEWE (BE)
loss in subsequent periods HEE (82,930) 129,606
Other comprehensive loss not to be R T B 7 EHE
reclassified to profit or loss B ay A 2 EEE -
in subsequent periods:
Equity investments designated i EF%J/A NAEERE
at fair value through other & FE)ET AR M2 EIE
comprehensive income: B AR & -
Changes in fair value A EEF 17(a)/(o) (143,816) (176,888)
Net other comprehensive loss not HEAHETESEHRIES
to be reclassified to profit or loss ERWEMEEETFE
in subsequent periods (143,816) (176,888)
Other comprehensive loss, net of tax Ht 2 EE1E - HIBRFIE (226,746) (47,282)
Total comprehensive income for AE2ERRBE
the period 1,431,817 1,067,803
Attributable to: A&7 (L
Owners of the Company ViN/NETEZZ =N 1,353,331 1,060,783
Non-controlling interests FEIE AR AR R fE 2 78,486 7,020
1,431,817 1,067,803
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INTERIM CONDENSED CONSOLIDATED
STATEMENT OF FINANCIAL POSITION

RHEIR R 4R S B AR 3R

Unaudited Audited
RIBEZX KEIZ
30 June 31 December
2018 2017
—B—N\F —F—tF
ANA=+H +=ZA=+—H
RMB’000 RMB’000
AR¥T T ARETTT
NON-CURRENT ASSETS FERBEE
Property, plant and equipment W - BEREE 13 12,730,413 12,715,454
Construction in progress TEEITR 14 1,863,107 1,363,399
Investment properties REME 74,458 59,333
Land use rights {5 AR 1,062,643 1,055,968
Goodwill RS 15 4,533,245 4,532,899
Other intangible assets HEmEEEE 2,181,453 2,193,901
Investments in associates REEE N RIHIRE 16 7,136,573 7,194,010
Deferred tax assets EIEFIEE 1,020,748 665,364
Biological assets EMEE 680,600 646,143
Derivative financial instruments TTEERIA 24 73,668 54,602
Other financial assets HihemEE 17 1,277,529 1,585,183
Long term prepayments REIFEI R 66,005 54,769
Total non-current assets BWIERINEE 32,700,442 32,121,025
CURRENT ASSETS REBEE
Other financial assets Bt mEE 17 11,977,944 10,690,539
Derivative financial instruments PTESmI A 24 15,396 5,584
Inventories T8 18 3,840,345 3,510,268
Right of return assets REEEE 19,190 -
Trade and bills receivables TEWBER R 19 3,282,105 2,646,834
Prepayments, deposits and other ERH - Rek
receivables H b fE U 318 2,558,967 2,541,423
Pledged deposits RESTH 20 680,244 466,265
Cash and bank balances WL RIRITEEF 20 6,846,712 5,958,877
29,220,903 25,819,790
Assets of a disposal group classified NEEAEEEFEN
as held for sale BEEHANEE 10 - 197,916
Total current assets BREEE 29,220,903 26,017,706
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
PHEIB AR S MBARR K

Unaudited Audited
RBE KEIZ
30 June 31 December
2018 2017
—ZE2-N\F —EF—tF
NA=+H +T=ZA=+—H
RMB’000 RMB’000
ARET T AREFTT
CURRENT LIABILITIES REBEE
Trade and bills payables ERIRR R EE 21 7,202,140 6,342,273
Other payables and accruals HEmEARIERERER 22 6,772,517 7,324,223
Contract liabilities ARAE 1,327,565 -
Refund liabilities BRAE 30,019 -
Interest-bearing bank and other FFESRITREMEE
borrowings 23 8,577,973 7,935,027
Other loans HEMER 22,908 22,912
Derivative financial instruments TSI A 24 9,919 1,222
Deferred income EFEWA 197,778 160,279
Income tax payable FERTERSHE 448,324 231,899
Other financial liabilities EtmemBE 25 564,523 545,594
25,153,666 22,563,429
Liabilities directly associated with the HBAEAREFENEE
assets classified as held for sale HEHABNEAE 10 = 2,864
Total current liabilities HENESN=Er 25,153,666 22,566,293
NET CURRENT ASSETS FREBEE 4,067,237 3,451,413

TOTAL ASSETS LESS CURRENT BREERTBEE
LIABILITIES 36,767,679 35,572,438
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
FHIRRES M BAARR R

Unaudited Audited
REERX KB
30 June 31 December
2018 2017
—E2-N\F Tt
ANA=TH +Z-A=+—H
RMB’000 RMB’000
AR®T T ARETTT
NON-CURRENT LIABILITIES FERBEF
Interest-bearing bank and other FFERITRHEMEER
borrowings 23 6,129,972 6,015,097
Long term payables REBFE (308 4,081 10,894
Deferred income PRIEU A 769,604 739,459
Deferred tax liabilities RIERIBEEE 103,113 70,028
Derivative financial instruments TESmT A 24 2,980 -
Other financial liabilities HitewaE 25 1,620,257 1,629,837
Total non-current liabilities RIEREBE 8,630,007 8,465,315
NET ASSETS BEE 28,137,672 27,107,123
EQUITY e
Equity attributable to owners of the ViN/NEIEZ N
Company eI R
Share capital R 26 357,572 357,572
Treasury shares held under share M=t E NE AR
award scheme EFRR D (262,929) (262,929)
Other reserves H hf#E 27 12,117,578 12,716,143
Retained earnings RE R HE 11,349,133 9,793,487
23,561,354 22,604,273
Non-controlling interests JEFE IS AR B A S 4,576,318 4,502,850
TOTAL EQUITY R 28,137,672 27,107,123

Ma Jianping
FEY

Director

EF

Jeffrey, Minfang Lu
E#H

Director

EFE
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INTERIM CONDENSED CONSOLIDATED
STATEMENT OF CASH FLOWS
THFPEFEREERER

Unaudited
RIBER
For the six months ended 30 June

BEAA=THLAEAR

2018 2017
—2-N\f r -
RMB’000 RMB’000
ARET T ARBFT
Cash flows from operating activities REEREENRLRE
Profit before tax: FRATRE - 2,017,065 1,488,931
Adjustments for: TSR IR A -
Interest income FBUA (398,429) (229,331)
Finance costs AR 8 226,497 191,404
Depreciation of items of property, ME  BERRETE
plant and equipment 7 840,178 800,106
Depreciation of investment properties WEMEITE 7 1,318 1,293
Amortisation of land use rights o {5 A R £ 7 14,335 13,292
Amortisation of other intangible assets Hin P g EEH 7 31,643 24,039
Loss on disposal of items of property, REVE  B&E
plant and equipment PPl i 6 11,604 13,062
Gain on disposal of a disposal group HENEABEREEN
classified as held for sale BEAWE 5 (34,991) -
Provision for trade receivables and other JEUR U H LR
receivables FIRRHE 6 54,518 9,902
Write-back of provision for trade Bo R R EA
receivables and other receivables JEURIE B 6 (12,042) (859)
Provision for of property, plant and WE - BE RSB
equipment 6 = 1,814
Write-down of inventories to FEMBRZTERTE
net realisable value 6 97,202 38,594
Amortisation of deferred income B AR
- assets other than biological assets — EYBEINEE 5 (39,689) (44,183)
Losses on deemed disposal of BIELEDHEE AT
partial interests in associates Rz 2 B8 6 - 125,439
Loss on disposal of a subsidiary HE—RTRRIZER 6 - 11,698
Share of losses of associates FE(EEE N R EE 100,514 354,600
Losses arising from changes in fair value AFARERBEEREZ
less cost to sell of dairy cows HEEEMNERE 6 52,682 33,026
Net fair value gain on zero coupon —E - FIEME AN #R
exchangeable bonds due 2022 REH2 AR ER 5 (3,492) (2,777)
Foreign exchange losses/(gains), net PE R, () B8 5/6 (9,405) 99,315
Net fair value loss on forward EEINESHIANE
currency contracts BiaFR 6 1,626 2,080
Net fair value loss on a REELER Y
convertible promissory note RREBEFE 6 1,045 -
Equity-settled share option arrangements PARRAD A5 0 B AR A L Bk 28 18,696 -
Share award scheme eS| 29 43,405 2,611
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
THERGEERERER

Unaudited
RBER

For the six months ended 30 June

BEAA=THLAEA

2018 2017
—2-n% %
RMB’000 RMB’000
AR¥ T ARBFT
3,014,280 2,934,056
Decrease in other financial assets Hitne@MEERD
- entrusted loans to certain dairy farmers —BIETHENELIER 89,582 28,917
Increase in inventories and right of return FEREEEE ZERNE N
assets (427,300) (43,681)
Increase in trade and bills receivables FEW BRI M Z B8 (636,210) (395,364)
Increase in pledged deposits RESFEMN (122,984) (67,559)
Decrease in prepayments, deposits and other J8113 « &% K E AL
receivables U FRIB R A 320,403 743,394
Increase in trade and bills payables FERBER R ZEEN 781,233 1,219,158
Increase/(decrease) in other payables, Hip 508 - BiREA
accruals, contract liabilities and refund EREEREREGE
liabilities #m,/ Csd) 1,064,747 (388,458)
Cash generated from operations REEBEFNRS 4,083,751 4,030,463
Interest paid THRFE (219,029) (185,898)
Income taxes paid SASFTEH (464,376) (410,416)

Net cash flows from operating activities JEEEKELNTRLTE 3,400,346 3,434,149
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
THERGERERER

Unaudited
RIBER
For the six months ended 30 June

BEAA=THLAEAR

2018 2017
—2-N\F T tF

RMB’000 RMB'000
ARBT T ARBTT

Cash flows from investing activities RETHEENESRE

Proceeds from disposal of items of BREVE  BEN

property, plant and equipment FAEFISIE 54,477 138,559
Proceeds from disposal of biological assets R &4 WA ERSHIE 17,077 6,468
Proceeds from disposal of land use rights BB T REREEIR - 2,495
Proceeds from disposal of other intangible 2 & H # f JIL & B Fr{S 208

assets 974 11
Proceeds from disposal of a disposal group  HE DB AZFEFEN

classified as held for sale BEMAMBHA 252,822 -
Purchase of items of property, BEWE - BB M&E

plant and equipment (473,660) (491,096)
Purchase of construction in progress BEEEIR 14 (836,643) (467,540)
Purchase of other intangible assets HEHMEFEE (841) (10,974)
Purchase of land use rights BE T FRE (14,634) (45,341)
Purchase of biological assets BEEWEE (104,216) (79,919)
Decrease of long term time deposits REE B F R0 = 704,907
Decrease/(increase) of time deposits with FEHB A=A AL

original maturity of more than three months & Bi7F 2R 4/ (38 0) 1,140,350 (3,223,785)
Purchase of investment deposits BERETR (8,976,000) (3,339,702)
Withdrawal of investment deposits W Bl E T 7,574,113 3,858,392
Increase in other financial assets Hih e m&EEm

- entrusted loans other than loans to - ZREF\RTFET

certain dairy farmers MENEZRRIN (1,061,000) (377,000)

Withdrawal of other financial assets o HEMeREE

- entrusted loans other than loans to - ZHAEFETFET

certain dairy farmers MEMEZRRIN 1,061,000 -

Interest received YHRFILE 451,311 119,076
Increase in investments in associates REE R AR E LN = (4,194,003)
Dividends received from associates U ER B & N AR B 1,598 1,198
Prepayment of purchase consideration TART S — K 2 B

for an acquisition of a subsidiary 0L (328,963) -
Acquisition of subsidiaries WEEF A 93,061 (24,355)
Disposal of a subsidiary HE—XKFAH - 4,747
Receipt of government grants related to WHEEETEER

purchase of fixed assets and biological EMEERE

assets BUSHB 2 75,220 112,784

Net cash used in investing activities REZEFTARESFHE (1,073,954) (7,305,078)
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
THISRAFERERER

Unaudited
RBERX
For the six months ended 30 June

BEAA=THLEAEA

Cash flows from financing activities

RETHELNRERE

2018
—E-N\F

RMB’000
AR®TR

2017
—T—tF
RMB’000
AREFTT

Proceeds from interest-bearing bank loans st ESR1TERFE A 3,901,312 17,530,853
Repayment of interest-bearing bank loans BB & S RITER (3,751,435) (13,153,315)
Proceeds from zero coupon exchangeable  217Z B AR &%

bonds issued FTiS30A = 1,317,061
Decrease/(increase) in pledged deposits RITERORES

for bank loans FHRD,/ (&) (90,995) 3,244
Repayment of other loans BEEMER (4) (17,000)
Repayment of long term payables BERIEMATIE (16,641) (34,083)
Acquisition of non-controlling interests o B SR A R SR A - (132,788)
Disposal of equity interests in subsidiaries ~ H&F A7) 2 R iE

without loss of control (8B KL HHE) 446 450
Capital injection from FERBRERTE

non-controlling interests 2,000 -
Shares issued under equity-settled R AR AR

share option arrangements R L PRI G - 10,077
Dividends paid to owners of the Company SAARDNRIEE AR E (482,827) (344,816)
Dividends paid to non-controlling interests 37 {<tJEHE AR AR B i 2 AR &, (23,232) (54,169)
Net cash flows from/(used in) RMETBEL(FFR)

financing activities BHERE (461,376) 5,125,518
Net increase in cash and cash equivalents  3R4& RIS EEMILINEE 1,865,016 1,254,589
Cash and cash equivalents at 1 January R—A—HAHEERERES

ZEY 3,129,444 3,355,537
Effect of foreign exchange rate changes, net  [EX & 8)H) 82 ((%%E) 547 (11,569)
Cash and cash equivalents at 30 June RAA=+HWNRELRELE
BY 4,995,007 4,598,557

Analysis of balances of cash and BeRREESENEHI

cash equivalents
Cash and bank balances as stated NGRS EERS SN i

in the interim condensed consolidated REZFHERANRE

statement of financial position MARITHETR 6,846,712 10,536,883
Time deposits with original maturity of REIHA A=A UL

more than three months T HIEH (1,851,705) (5,938,326)
Cash and cash equivalents as stated RHRHBERRARERER

in the interim condensed consolidated HIERRMIE S MR EEY

statement of cash flows 4,995,007 4,598,557
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NOTES TO INTERIM CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS

RHEIR GRS B R R R MY EE

Corporate Information

The Company was incorporated as an exempted company
with limited liability in the Cayman Islands. The Company is an
investment holding company and its subsidiaries are engaged
in the manufacture and distribution of dairy products mainly in
the People’s Republic of China (the “PRC”).

Basis of Preparation and Changes to the
Group’s Accounting Policies

Basis of preparation

The unaudited interim condensed consolidated financial
statements for the six months ended 30 June 2018 have
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 unaudited interim condensed consolidated financial
statements do not include all the information and disclosures
required in the annual financial statements, and should be read
in conjunction with the Group’s annual financial statements for
the year ended 31 December 2017.

New standards, interpretations and amendments
adopted by the Group

The accounting policies adopted in the preparation of the
interim condensed consolidated financial statements are
consistent with those followed in the preparation of the
Group’s annual consolidated financial statements for the year
ended 31 December 2017, except for the adoption of new
standards effective as of 1 January 2018.

The Group has applied, for the first time in 2018, IFRS 15
Revenue from Contracts with Customers and the full text of
IFRS 9 (2014) Financial Instruments. As required by IAS 34,
the nature and effect of these changes are disclosed below.

Several other amendments and interpretations apply for the
first time in 2018, but do not have an impact on the interim
condensed consolidated financial statements of the Group.

REEHR
ARBREREREEMRINERRER
RNAE e ARB I —FAREEBRAR - MEF
RATBHEFEARKAMBE(HE DS
S E R HER

RREERAEESTTBRED

R ELSE
BHE_Z-/\FRXA=THIEREANRE
BT GRS HERRERBER SR
BRI FEIAR A & BB ARSI
BRARERZ EMRAZKBERERE -

ARG EZP RGPS A MR RTREE
FEMBERERMTOEIBEERFEE - HUE
HAEEEE T —+tF+A=+—81
FEMNFERFRR —HEE -

REBERMZHER - RERRIER]

BREFAR - \F— - BEROHE
RSN - fm B B AR e A B R SRR P IR A
MEFHE  GREAREHE_T—LF
TZAZT—HUEFENFERAMBRE
FERE R — 2 -

AEBR-_Z-N\FERAERABRM GRS
ERNE1SRAK G EF &z BRI 15
BELFSR(— T MOF)2HTARX
REIR SR EREARARTE - ZFEHH
HERTZEWENT -

ETHMETRRER - N\FERE
A EEAKENTRERREPBHRRL

=4
| o
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hHIR AR AR S B S AR Y RE

Basis of Preparation and Changes to the
Group’s Accounting Policies (ontinueq)

New standards, interpretations and amendments
adopted by the Group (continued)

IFRS 15 Revenue from Contracts with Customers

IFRS 15 supersedes IAS 11 Construction Contracts, 1AS
18 Revenue and related Interpretations and it applies to all
revenue arising from contracts with customers, unless those
contracts are in the scope of other standards. The new
standard establishes a five-step model to account for revenue
arising from contracts with customers. Under IFRS 15, revenue
is recognised at an amount that reflects the consideration
to which an entity expects to be entitled in exchange for
transferring goods or services to a customer.

The standard requires entities to exercise judgement, taking
into consideration all of the relevant facts and circumstances
when applying each step of the model to contracts with their
customers. The standard also specifies the accounting for
the incremental costs of obtaining a contract and the costs
directly related to fulfilling a contract.

The Group has adopted IFRS 15 using the modified
retrospective method of adoption, and applied the method
only to contracts that are not completed at the date of initial
application.

The adoption of IFRS 15 has had no material impact on the
financial statement line items and basic and diluted earnings
per share of the Group.

The Group’s principal activity consists of the manufacture and
sale of dairy products. The Group’s contracts with customers
generally include one performance obligation. The Group has
concluded that revenue from the sale of dairy products should
be recognised at the point in time when control of the asset is
transferred to the customer, generally on delivery of the dairy
products. Therefore, the adoption of IFRS 15 did not have an
impact on the timing of revenue recognition. However, the
amount of revenue recognised was affected, as noted below.

2.

RAUEERAEESTBREE
(#)
REBE RN 2 H A~ RERIEET @)

BR8] 7% 3 & BRI 1555 K B & F & AIRIH
7

B B 75 ¥R 5 2E R B 1 55R BN B R & 5t 22 R
FNRELSY  BRSHERE18HHL
= RERRE  RERRMAREERPAL
BV ER - BRIFRXF & #0580 E 4 2 Al A BR
O o BIEF LRI A EBAHEF S L
Wt T AR © RIBBEIFRMBEREERF15
o WaRERRERERARATPERE
YRS A REFSHRESRER

ZERNERERREHHE - UEEHZERX
EXRARREEPANKNMENEREE
KBS 5% R TRAT AR A A KRV IE B AR
KREEITENERBMNNAN SR -

REEFEBRBE LR B RR AR A E
BRI TS S ERIE165% - WEKZITAER
REBRERBRERTROEL

RABIR Y RS ERE 165 E AR EM
BHRERBBARBRERNNEERNL EE

=40
R & o

AEENEERHOENEREEURS -
AEEEESNAN—RRE—BERRK
fF - AEEIEL i - B8 TR M
EEESHENBGESET U B
SEUHQTHBERE B - RAERE
T30 B 1 598 BT R R 0 B R A B
2 - AT BT RANNE SHEAZHHE
T -
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

2. Basis of Preparation and Changes to the
Group’s Accounting Policies (ontinueq)
New standards, interpretations and amendments
adopted by the Group (continued)
IFRS 15 Revenue from Contracts with Customers (continued)

(a) Variable consideration

The Group provides a right of return and trade discounts
for certain sales contracts of dairy products with
customers. Prior to the adoption of IFRS 15, the Group
recognised revenue from the sale of goods measured at
the fair value of the consideration received or receivable,
net of returns and allowances and trade discounts.
If revenue could not be reliably measured, the Group
deferred revenue recognition until the uncertainty was
resolved.

Under IFRS 15, rights of return and trade discounts give
rise to variable consideration. The variable consideration
is estimated at contract inception and constrained until
the associated uncertainty is subsequently resolved.
The Group applies the requirements in IFRS 15 on
constraining estimates of variable consideration to
determine the amount of variable consideration that can
be included in the transaction price. The Group presents
a refund liability and an asset for the right to recover
products from a customer separately in the statement of
financial position.

2.

FHIR AR S MR IR AR M

RAUEERAEESHBRED
()
REERM 2 F A ~ RERIEET @)

BR8] 7% 3 & BRI 155 K B & F & 4IRIH

7 ()

(@) AEHE
AEERAETHRRIEERONELE
HWRE R ZITER - AR5

EEAF155RE - AREREBIRE WK
HERARENAABEFERKBHER
Wl - CIRERE RBEEERR ST
0o fRRER SERt B a - AREQE
RS EERFTREERAE

RIBEIFRM B REERIE1G5E - RER
RPN S| BRI ERE - AT REN(E
RERNEIRE A YEXIRGEE
BREE 2 TREE L H RS IABR - AEE
FERR 1 7T 8 (B (5 5+ T 8 R B B 75 3
SREAFIGHRARTE - WETEAFTAKR
ZENAEREDE - ARERMHIR
RAEDHAZIRERELREFPKE
EmAENNEE °
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AR

2. Ba

A MBRR M

sis of Preparation and Changes to the

Group’s Accounting Policies (ontinueq)

New standards, interpretations and amendments
adopted by the Group (continued)

IFRS 15 Revenue from Contracts with Customers (continued)

@

(b)

Variable consideration (continued)

The Group recognised Right of return assets and
Refund liabilities amounting to RMB19,190,000 and
RMB30,019,000, respectively in the interim condensed
consolidated statement of financial position as at 30 June
2018.

The Group received short-term advances from customers.
Prior to the adoption of IFRS 15, the Group represented
these advances in Other payables and accruals in the
consolidated statement of financial position. Upon the
adoption of IFRS 15, the Group reclassified the advances
to Contract liabilities. As at 1 January 2018, the Group
had short-term advances from customers amounting to
RMB1,843,166,000, which were reclassified to Contract
liabilities at the initial application of IFRS 15.

Presentation and disclosure requirements

As required for the condensed interim consolidated
financial statements, the Group disaggregated revenue
recognised from contracts with customers into categories
that depict how the nature, amount, timing and
uncertainty of revenue and cash flows are affected by
economic factors. The Group also disclosed information
about the relationship between the disclosure of
disaggregated revenue and revenue information disclosed
for each reportable segment. Refer to Note 3 for the
disclosure on disaggregated revenue.

2.

RAUEERAEBETBRED

(&)

REBERMHEL - RERIEET @)

BB 57 75 3R A 2R R B 1555 K B B P & AIRIH
7 (#)

@)

®)

E (D)

AEER =T —/\FRA=+AMPH
MRRA BB RRRERELEEER
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FR#30,019,0007T °

AEERTEFUWEE BNTERRIE - £
AN BER I S 2RI 165%81 - &
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BB B T e 5 2RI SE 165018 - NEEG
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R N\F—A—HEXERREY
HMEER|F155E - KA TP WEH
AR #1,843,166,000 7T 52 Hi 78 Uk 3018
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ZIRBFRTE
RIBEATREABBERRARE - A
SEREFLAOERN W RSN /TR
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T KA TEEENIZEERER
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Basis of Preparation and Changes to the
Group’s Accounting Policies (ontinueq)

New standards, interpretations and amendments
adopted by the Group (continued)

IFRS 9 Financial Instruments

The Group has early adopted IFRS 9 (2009) and IFRS 9
(2013) on 1 January 2014 and 1 July 2014, respectively. The
Group has adopted the full text of IFRS 9 (2014) on 1 January
2018. The impact relates to the impairment requirement is
summarised as follows:

The adoption of IFRS 9 (2014) has fundamentally changed the
Group’s accounting for impairment losses for financial assets
by replacing IAS 39’s incurred loss approach with a forward-
looking expected credit loss (ECL) approach.

ECLs are based on the difference between the contractual
cash flows due in accordance with the contract and all the
cash flows that the Group expects to receive. The shortfall is
then discounted at an approximation to the asset’s original
effective interest rate.

For trade receivables, the Group has applied the standard’s
simplified approach and has calculated ECLs based on lifetime
expected credit losses. The Group has established a provision
matrix that is based on the Group’s historical credit loss
experience, adjusted for forward-looking factors specific to the
debtors and the economic environment.

For other receivables, the ECL is based on the 12-month
ECL. The 12-month ECL is the portion of lifetime ECLs that
results from default events on a financial instrument that are
possible within 12 months after the reporting date. However,
when there has been a significant increase in credit risk since
origination, the allowance will be based on the lifetime ECL.

The adoption of the ECL requirements of IFRS 9 (2014)
resulted in an increase in impairment allowances of the
Group’s debt financial assets. The Group recognised the
cumulative catch-up adjustment amounting to RMB6,367,000
to the opening balance of retained earnings as at 1 January
2018 in the interim condensed consolidated statement of
changes in equity.

2.

FHIR AR S MR IR AR M

RAUEERAEEETHREE
(80
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IR S MR AR MG

Basis of Preparation and Changes to the
Group’s Accounting Policies (ontinueq)

New standards, interpretations and amendments
adopted by the Group (continued)

IFRIC Interpretation 22 Foreign Currency Transactions
and Advance Consideration

The Interpretation clarifies that, in determining the spot
exchange rate to use on initial recognition of the related asset,
expense or income (or part of it) on the derecognition of a non-
monetary asset or non-monetary liability relating to advance
consideration, the date of the transaction is the date on which
an entity initially recognises the non-monetary asset or non-
monetary liability arising from the advance consideration.
If there are multiple payments or receipts in advance, then
the entity must determine a date of the transactions for
each payment or receipt of advance consideration. This
Interpretation does not have any impact on the Group’s
condensed consolidated financial statements.

Amendments to IAS 40 Transfers of Investment Property
The amendments clarify when an entity should transfer
property, including property under construction or development
into, or out of investment property. The amendments state
that a change in use occurs when the property meets, or
ceases to meet, the definition of investment property and
there is evidence of the change in use. A mere change in
management’s intentions for the use of a property does not
provide evidence of a change in use. These amendments do
not have any impact on the Group’s condensed consolidated
financial statements.

2.

RAUEERAEBETBRED
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ERAENE
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Basis of Preparation and Changes to the
Group’s Accounting Policies (ontinueq)

New standards, interpretations and amendments
adopted by the Group (continued)

Amendments to IFRS 2 Classification and Measurement of
Share-based Payment Transactions

The IASB issued amendments to IFRS 2 Share-based
Payment that address three main areas: the effects of vesting
conditions on the measurement of a cash-settled share-
based payment transaction; the classification of a share-
based payment transaction with net settlement features
for withholding tax obligations; and accounting where a
modification to the terms and conditions of a share-based
payment transaction changes its classification from cash
settled to equity settled. On adoption, entities are required
to apply the amendments without restating prior periods,
but retrospective application is permitted if elected for all
three amendments and other criteria are met. The Group’s
accounting policy for cash-settled share based payments is
consistent with the approach clarified in the amendments. In
addition, the Group has no share-based payment transaction
with net settlement features for withholding tax obligations
and has not made any modifications to the terms and
conditions of its share-based payment transaction. Therefore,
these amendments do not have any impact on the Group’s
condensed consolidated financial statements.

Amendments to IFRS 4 Applying IFRS 9 Financial
Instruments with IFRS 4 Insurance Contracts

The amendments address concerns arising from implementing
the new financial instruments standard, IFRS 9, before
implementing IFRS 17 Insurance Contracts, which replaces
IFRS 4. The amendments introduce two options for entities
issuing insurance contracts: a temporary exemption from
applying IFRS 9 and an overlay approach. These amendments
are not relevant to the Group.

2.
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IR S MR AR MG

Basis of Preparation and Changes to the
Group’s Accounting Policies (ontinueq)

New standards, interpretations and amendments
adopted by the Group (continued)

Amendments to IAS 28 Investments in Associates and
Joint Ventures — Clarification that measuring investees
at fair value through profit or loss is an investment-by-
investment choice

The amendments clarify that an entity that is a venture
capital organisation, or other qualifying entity, may elect, at
initial recognition on an investment-by-investment basis, to
measure its investments in associates and joint ventures at
fair value through profit or loss. If an entity, that is not itself
an investment entity, has an interest in an associate or joint
venture that is an investment entity, the entity may, when
applying the equity method, elect to retain the fair value
measurement applied by that investment entity associate
or joint venture to the investment entity associate’s or joint
venture’s interests in subsidiaries. This election is made
separately for each investment entity associate or joint
venture, at the later of the date on which: (a) the investment
entity associate or joint venture is initially recognised; (b) the
associate or joint venture becomes an investment entity; and (c)
the investment entity associate or joint venture first becomes
a parent. These amendments do not have any impact on the
Group’s condensed consolidated financial statements.

2.

RAUEERAEBETBRED
(#)
REBE RN 2 H A~ RERIEET @)

IR &1 E R E28H B E R AR S E L F

FBRKEL BREBRRESEEFL A
FERIIEET
ZEEAEFBRAREAMBENERIEM
NEERNERAINEN S ERRER NS
ARERER  BEKERBZARLEE
EENREARAEEREZ S ABmat
B MASGUIIREEBNERBIMESRE
ERMBEARSAELEREEE - BN
ERRAEDARERERRE AR A BER
ERREEBNBERRUREREHAZE
BERNBERRSAEEENTFARMNE
@ HEER@QVFERREEENHER
AIREERECR  (DEERRINEERE
RBREBERE  ROKREBEBHNEZAQR
FEECEBERK BT RRAE(ABEBER
£) REREBEEBNBZQRNGEREE
MAEH - ZEEFTHAKRENEREE B
BRUEERAZE -

o



TERFAXRERAA —T—\FhHHRE 081

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
ThEIR AR S M R R

3. Revenue from Contracts with Customers 3. RKEEZEASL4MkE

Set out below is the disaggregation of the Group’s revenue TXERINAEERBEFLEHOWZEE S ¢
from contracts with customers:

For the six months ended
30 June 2018 (unaudited)
BE-2-\ERA=TALAEA(REER)
Liquid milk Ice cream  Milk powder
products products products Others Total
BENER  KEMER THER At a3t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Segments pir: | AR¥TT AR¥TT ARETR ARETR N S
Sale of goods weEy 28,931,560 2,239,820 2,021,703 356,415 34,449,507
Consigned processing service FENTRE - - 24,829 - 24,829
Total revenue from contracts with A 3
customers RREFaniay 28,931,560 2,239,829 2,946,532 356,415 34,474,336
For the six months ended

30 June 2017 (unaudited)
HEZZ—tEF/ R=THRILAER(REER)

Liquid milk Ice cream Milk powder
- products products products Others Tot‘al
RENER  KEHER hER Eft it

RVB'000 RMB'000 RMB'000 RMB'000 RMB'000

Segments G AEETT  ARETR  ARETRT  AEETT  ARETR
Sale of goods HEEY 25,372,096 1,985,259 1,786,355 320,045 29,465,755
Total revenue from contracts with RAEFANNENE

customers 25,372,09 1,986,259 1,786,355 322,045 29,465,755
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IR S MR AR MG

4. 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 Liquid milk products manufacture and distribution of
segment ultra-high temperature milk
(“UHT milk”), milk beverage
and yogurt

o Ice cream products manufacture and distribution of
segment ice cream

manufacture and distribution of

° Milk powder

products milk powder
segment
e QOthers 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 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.

7 EER

HRERFTE  AEBERERMRBBEAE

BB KA T MER HRELEDE -

o REEMEMR - EERMGHEBER
D EB SRE T (TUHTES ) -
SRR N B 47
o NHEMER - H£EREHEKER
SaR=l
o IER - A NMAESEID
7 &B
o HihoHEL - TEAAREEPRK
EYEEERERR
BHFE%

EEERYERASESLE BRI EE
MEHBRERDEERRBFERREK - o
BRADVBEATRE S BB BEER
HCRBHAFNEBEN—EFE) TN
Al o EREERAAE, B REA BN
RIAERT 20— 80 R BWA - BEK
A EIEHERREE - B H R AEH
AR AR TEAZTER °

DEEEL EBERARE M&Hﬁﬂ?"
MR LAREE  ARFEEREH
e

DHEHEENBRELEUAERMERE=E
HEMRANEEETRS -
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Segment Information (continuea)
The following tables present the revenue, profit and certain
asset and liability information for the Group’s operating

R R S SRR I A

72 EBE # ()
TREYNTAREENEL D IRUA ~ FIE
LHnEEMBEBENER

segments:
For the six months ended Liquid milk Ice cream  Milk powder
30 June 2018 (unaudited) products products products Others  Consolidated
BE-E-NERA=THLAEA(REER) RENER KENER IBER Hitr ge
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTR ARBT R ARBT R N S N S
Segment revenue: 2
Sales to external customers HEFIGRF 28,931,560 2,239,829 2,946,532 356,415 34,474,336
Intersegment sales HEREE 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: R
Elimination of intersegment sales HENHEES (698,678)
Total revenue Blss 34,474,336
Segment results T 1,569,044 265,113 (4,608) (10535 1,819,014
Reconcliation: g
Interest income FIBIA 398,429
Finance costs RERK (226,497)
Share of losses of associates =N 2 (100,514)
Corporate and other unallocated expenses  AFREMAA BT H 126,633
Profit before tax TATHE 2,017,065
Income tax expense FERM (358,502)
Profit for the period THHE 1,658,563
At 30 June 2018 (unaudited) RZE-NEXA=1H
(REEEH)
Segment assets PTHEE 37,320,033 2,859,543 14,104,587 622,761 54,906,924
Reconcliation: HE
Elimination of intersegment receivables D ABEIGR (12,666,600)
Corporate and other unallocated assets NRAREMADBREE 19,681,021
Total assets BEE 61,921,345
Segment liabilities THEE 18,756,540 2,876,312 4,045,218 1,020,852 26,698,922
Reconclliation: Fol
Elimination of intersegment payables S DEENTR (12,666,600)
Corporate and other unallocated liabilites AT REMAALEIER 19,751,351

Total liabilities

Ak

33,783,673
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4. Segment Information continued) 4. DEER @)
For the six months ended Liquid milk Ice cream Milk powder
30 June 2017 (unaudited) products products products Others  Consolidated
HEZT—ERA=TALNEA (REER) BEPER  hER hER 2 A

RMB'000 RMB'000 RMB'000 RMB'000 AUBO0
ARETR  ARRTR  ARBTR  ARETR  ARMTR

Segment revenue: PR :
Sales to external customers BETHMIZP 25,372,096 1,985,259 1,786,355 322,045 29,465,755
Intersegment sales PEEHE 287,804 58,345 32,538 160,339 539,026
25,659,900 2,043,604 1,818,393 482,384 30,004,781

Reconciliation: HE:
Elimination of intersegment sales HEsBHEE (539,026)
Total revenue 2l 29,465,755
Segment results PR 2,038,688 190,754 (181,140) (33,180) 2,015,122
Reconciliation: Fol
Interest income FlEgA 229,331
Finance costs BERK (191,404)
Share of losses of associates N |2 2 (354,600)
Corporate and other unallocated expenses A REMT A HEIL H (209,518)
Profit before tax THAnFE 1,488,931
Income tax expense FERiE (373,846)
Profit for the period TR 1,115,085
At 31 December 2017 (audited) R-Z-+E+-A=1+-H

(&%)
Segment assets IHEE 35,685,811 2,056,731 12,944,969 663,834 51,351,345
Reconcliation: R
Elimination of intersegment receivables HHNURERE (11,223,810)
Corporate and other unallocated assets NAREMTHBRHEE 17,813,280
Assets related to a disposal group FREEREE 197,916
Total assets BaE 58,138,731
Segment liabilities FHEE 17,946,490 2,206,829 3,206,490 1,031,113 24,390,922
Reconciliation: R
Elimination of intersegment payables HENPREENTE (11,223,810)
Corporate and other unallocated liabiiies ~ AFIREMAP BHEE 17,861,632
Liabilties related to a disposal group FREERZBE 2,864

Total liabilities Bak 31,031,608
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R R S SRR I A

5. Revenue, Other Income and Gains 5. WA ~ Htlg AR W&

Revenue represents the net invoiced value of goods sold, after WABEENAMRMERFE  KHNKRRE
allowances for goods returns and trade discounts, and after RESFH - AREHEEEANRBAREZ
eliminations of all significant intra-group transactions. BARZEAISHEEE -
An analysis of the Group’s revenue, other income and gains is AEERWA ~ A A RBEHDTIT
as follows:

Unaudited

KRISEX

For the six months ended 30 June

BEAA=TRILAEA

2018 2017
—E-N\F —T—+tF
RMB’000 RMB’000
AR®T T ARETTT
Revenue: WA
Sale of goods BN E 34,474,336 29,465,755
Other income and gains: HAIRA R a -
Government grants related to BISw#ENE
— Recognition of deferred income — B RIR AT
WAEH (@) 39,689 44,183
— Income and biological assets —BIA R
EYEER (b) 95,302 45,929
Gain on disposal of a disposal group HESBEAFEFES
classified as held for sale /Y5 B 4R W s 10 34,991 -
Foreign exchange gains, net FE H s 558 9,405 -
Net fair value gain on AMRESNATE
exchangeable bonds W2k 558 23(c) 3,492 2,777
Others Hi 84,342 34,184
267,221 127,073

34,741,557 29,692,828
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5. Revenue, Other Income and Gains (continued) 5. WA~ Ht AR KR @)

Notes: B35 -

(@) The Group has received certain government grants in forms (a) BIFUAYE - BMERREREIRSBEIA
of property, plant and equipment donations, cash donations EEYE MELEELRRSBEHNF -
to purchase items of property, plant and equipment, and cash MASERTETHE - WHHETRE -
donations with certain attached conditions. These grants are HWERBES VL LEAERLTWA - BEY
initially recorded as deferred income. The grants relating to ¥ BMEMRENEDREEENGETAIE
property, plant and equipment are amortised to match the FFHI# - ARSREYE  MERRE
depreciation charge of the underlying property, plant and HITER Y o ReLZEDFAMT 2SI R
equipment in accordance with estimated useful lives of the assets. FEMIRERER RN AREBER TS
The cash donations with unfulfiled conditions or contingencies YRR IE 2R NHRERR ©

are only recognised in profit or loss when the Group satisfies the
attached conditions.

(b)  The government grants in the form of cash donations have been (b) A% HEMIABERTENEREEME
received for the Group’s contribution to the development of the B BER S BRI ANBT@EEIE - ZF
local dairy product industry. There are no unfulfilled conditions or BN & WM A T R ER A S e RS
contingencies attaching to these grants. I8 o

6. Other Expenses 6. HthEHA
Unaudited
RBEX

For the six months ended 30 June
BZEAA=1THLAAEA

Provision for trade receivables and 7 Ui B 3R K EL Ath e U 5k e

other receivables B (a) 54,518 9,902
Write-back of provision for trade 85 o] JiE Uk BR 70 N EL 4t FE

receivables and other receivables U R TE B A (12,042) (859)
Write-down of inventories to GFEMRETZEFE

net realisable value 97,202 38,594
Provision for property, YIZE - B MR B

plant and equipment 13 - 1,814
Losses on disposal of items of REVE  WBEN

property, plant and equipment R iEEE 11,604 13,062
Donations By 4 5,930 1,000
Educational surcharges, city HEBMII - MR

construction tax, and other taxes R R H AR IE 233,169 203,358
Losses arising from changes in fair ~ FLA QA EREEK AR 2

value less cost to sell of dairy cows — & B)ELHEIE 52,682 33,026
Net fair value loss on BANEE N A RE

forward currency contracts Ei8 55 24(b) 1,626 2,080
Foreign exchange losses, net b R F 5 - 99,315
Loss on disposal of a subsidiary HE—RTFRARZER - 11,698
Losses on deemed disposal of BIEHEZEEZ N A

partial interests in associates R EE (b) - 125,439
Net fair value loss on AHMRE RS ZEBEARE

a convertible promissory note B85 5 17(c) 1,045 -
Others Hih 62,593 54,320

508,327 592,749
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6. Other Expenses (continued)
Notes:

(@)

The Group recognised impairment losses on trade receivables
arising from contracts with customers, included under other
expenses in the condensed consolidated statements of profit or
loss, amounting to RMB42,476,000 and RMB9,403,000 for the
six months ended 30 June 2018 and 2017, respectively.

On 6 January 2017, due to the execution of share award scheme
of Inner Mongolia Fuyuan International Industrial Co., Ltd., the
Group’s shareholding in Inner Mongolia Fuyuan International
Industrial Co., Ltd. was diluted from 43.35% to 42.30%, resulting
in a loss of RMB21,320,000 recognised in profit or loss.

On 25 January 2017, China Modern Dairy Holdings Ltd. (“China
Modern Dairy”) acquired an additional 45% equity interest in a
subsidiary at the consideration of 338,602,205 shares in China
Modern Dairy issued to the sellers. The acquisition diluted the
Group’s shareholding in China Modern Dairy from 25.41% to
23.88%, resulting in a loss of RMB53,381,000 recognised in
profit or loss.

On 6 February 2017, pursuant to the exercise of the investor
option granted to its investor, China Modern Dairy issued
488,036,618 consideration shares and paid a cash consideration
of US$13,424,231 to the then investor. The transaction diluted
Group’s shareholding in China Modern Dairy from 23.88% to
21.98%, resulting in a loss of RMB50,738,000 recognised in
profit or loss.

FHIR AR S MR IR AR M

HMEHm)
BisE -

(@)

AEERKEZTFAONE ZEIBRR
BEEIE - Het ARG AIBERAE AR
Y O EHEZE- ) N\ER_ZE—+FNA=ZT
HIEREA D RIE R ARME42,476,0007T &
AR#9,403,0007T °

R-ZE—+F—AXH BRAZTHER
B EEXERAATERZERTE - K
FERASHEREBREEERAFNR
T 1 43.35% B £ 42.30% 0 EH AR

21,320,000 T ET 1B B FER ©

RZZE—tF—A=_+HB  BERAKE
IRARAR([FEIBAHRE ] UFREBA
A & K 3£17338,602,205 I I 10 AR (E
U HE — R TR AIEAINB % L AE o sZURER(F K
SENFEFRRBENRER5.41%EFE
23.88% » BH AR #53,381,0007TE 1B IE

RZE—+F-AH " BEAERFHKRE
ERTHREEBBREZTE  REEAK
¥ %£17488,036,618 A (B A% 1D & 18] & BF Y
WEETNIRER(BE18,424,231%TT » ZR
SEREENF BEIR B ERNRER23.88%
#H221.08% - B ARES50,738,0007TE
BRIBETER
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7. Profit Before Tax 7. BiATFHE
The Group’s profit before tax is arrived at after charging: RNEEMMBTAE LG T &IEEEE
Fiis -
Unaudited
RIEER

For the six months ended 30 June
BZEAB=1THLAAEA

2018 2017
—E-N\F —E—tF
RMB’000 RMB’000
AR®T T ARET T
Cost of inventories sold HEFEMA 20,958,451 18,950,843
Realised and unrealised fair value I LMK EREE
losses/(gains) of commodity BHARIEREE
futures contracts, net (=) 55 24(c) (6,394) 12,339
Cost of sales SHE R 20,952,057 18,963,182
Depreciation of items of property, VI -~ BB MEREITE
plant and equipment 13 840,178 800,106
Depreciation of investment properties 1% & ¥ %378 1,318 1,293
Amortisation of land use rights -+ it (3 A AR £ 14,335 13,292
Amortisation of other intangible assets H fth 5 Ji7 & 2 # 4 31,643 24,039
Outsourcing expenses SMELE A (@) 145,149 161,946
Minimum lease payments under KwEHEREES
operating leases 160,245 145,454
Display space leasing fees [Rpl|zEEmEEE 1,315,087 614,196
Employee benefit expense (including & 8187 & A
directors’ and senior executive’s (BREEN
emoluments) =RARITHA BE ) 2,729,576 2,395,742
Note: fsE -
(a) For the purpose of promoting operation efficiency, the Group (8 ATREZERE AEEIINBETERYN
outsourced the production of certain products. The amounts HE - ZeREASERBEZSINERE
represent the total amounts paid by the Group for purchasing S AREE o

outsourcing services.
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8. Finance Costs 8. MIERA
An analysis of finance costs is as follows: BEXAITET

Unaudited
RISER

For the six months ended 30 June
HEAA=1+THIEAEA

2018 2017
—E-N\F —T—tF
RMB’000 RMB’000
ARET T ARBTT
Interest on bank loans IRITERF L 165,070 102,693
Interest on US$500,000,000 3.50% BERIL0%NA-ZFE—N\F
bond due 2018 EI#9,2 500,000,000 7T
[EEZ I Ps\ 61,731 63,127
Interest on long term payables REENZIER B 924 2,387
Net fair value gain on interest rate FEERAENON AR B
forward contracts (note 24(b)) FEE (FRE24(0)) (1,228) (2,440
Bonds issuance cost and others EH 21T R EAD - 25,637

226,497 191,404
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9. Income Tax Expense 9. FTIBHXH
The major components of income tax expense in the interim MHERAG AR RANAEHR Y H EER/K
condensed consolidated statement of profit or loss are: DE
Unaudited
RIBEX

For the six months ended 30 June
BZEAB=1THLAAEA

2018 2017
—E-N\F —E—tF
RMB’000 RMB’000
AR¥T R ARETT
Current income tax BT 8
Current income tax charge BIEAFT/S RS 680,801 474,183
Deferred income tax EEFTER
Relating to origination and reversal of ABEBREEELTREE=E
tax losses and temporary differences A A N (Bl 5 (322,299) (100,337)
358,502 373,846
During the period, certain PRC subsidiaries were subject to BRI R BRCEMERE ¢ () CERNE
tax concessions in accordance with (i) the PRC corporate AB I AFME BB AR EES
income tax law; (i) “The notice of tax policies relating to the A - Ki) (AR EHMEZDEMGRESR
implementation of western China development strategy”; BERNEERVINTEHE (AT @A) - &
and (i) “The notice of preferential tax policy for preliminary FHEFARZEHBEES -

processing of agricultural products”.

10. A Disposal Group Classified as Held for 10. 7 EARKERENEEA
Sale

On 22 December 2017, Yashili International Holdings Ltd. MNZZE—+F+A=Z+=H  ELHERE
(“Yashili”) entered into an agreement to dispose of a piece of ERBERAG([HEF D ETLHE - HEHE
land of Scient (China) Baby Nourishment Co., Ltd. (“Scient B(FEDEHREEMAER AR ([HERER
China”), together with the property, plant and equipment on Bl Da—ig T GERZ T LMW - BE
the land. The disposal had not been completed until January RE#)  RERBKNZZT—N\F—ARTK °
2018. As such, as at 31 December 2017, the related assets At - RZZF—tEF+HA=+—08 - 15#
and liabilities were classified as a disposal group classified as BENBBEYBEABAMNENEEM - KN
held for sale. As at 30 June 2018, the transaction had been Z-N\FARA=TH RH5EFEKMHERK
completed with a disposal gain of RMB34,991,000 recognised = AR 34,991,0007T 2 A AN & B H A g A

in other income and gains (note 5) of the Group. Wz (25 ) HERR o
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11. Earnings Per Share Attributable to 1. KA EBRESABLENER

Ordinary Equity Holders of the Company ZF

(a) Basic earnings per share (a) BRERZREF
The basic earnings per share amount for the period is NEAR EIREARE T THEE R R A A 7]
calculated by dividing the profit for the period attributable LA A AR RERR AR AE 31T
to ordinary equity holders of the Company by the LTRREINETIIHETE -
weighted average number of ordinary shares outstanding
during the period.
A reconciliation of the weighted average number of TEEARE AR T FTEINE 5%
shares used in calculating the basic earnings per share HEPFHWAT -

amount is as follows:

Unaudited
RICER

For the six months ended 30 June

BEAA=TRILAEA

2018 2017

—E-N\F —T—+F

Number of Number of

shares shares

BB AE eEnE 24E]

(in thousand) (in thousand)

(FR) (Fr%)

Issued ordinary shares at 1 January R—A—HBETERR 3,927,361 3,925,027

Effect of share options exercised BITEERENTE = 277
Effect of shares purchased under R R B E T8I RIBEA (D

share award scheme & (24,615) (30,994)

Weighted average number of ordinary — 5+E &R E AR ZEFIFT A
shares for the purpose of the basic TR RE 19 2
earnings per share calculation 3,902,746 3,894,310
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R R S SRR A

11. Earnings Per Share Attributable to

Ordinary Equity Holders of the

Company (continued)

(b) Diluted earnings per share
The diluted earnings per share amount 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 in issue during that period, as
used in the basic earnings per share calculation, and the
weighted average number of ordinary shares assumed
to have been issued at no consideration on the deemed
exercise or conversion of all dilutive potential ordinary
shares into ordinary shares.

A reconciliation of the weighted average number of
shares used in calculating the diluted earnings per share
amount is as follows:

Weighted average number of ordinary

1]

1L§ﬁﬁ%ﬁﬁ%ﬁk@ﬁ%§ﬁ

&)

M

(b) BREEER
SREFZF TIIBEBARQ T LB
A ANEEFERABETESRER
AT AN BRNE BT SRR INEF
BE - URBEEAEEEHINER
R AR VT i 1 A A AR B IR
REBTHETBRIENETFISGTE -

aHE O E 2 N B PR A S A R D
HAAEHMT

Unaudited
RICER

For the six months ended 30 June
BZEAA=1THLAAEA

2018

—E-N\F

Number of

2017
—ET—tF
Number of
shares
iegnr 4E]

(in thousand)

(F50)

shares
idvip 4=
(in thousand)

(F1)

AEEREREN AN

shares for the purpose of the basic T AR N T

earnings per share calculation 3,902,746 3,894,310
Weighted average number of ordinary & 88 R A7 78 BB AR 1R AR 7B

shares, assuming issued at no BITERRERERITZ

consideration on the deemed exercise @K HNHE 19

of all share options during the period - 423
Weighted average number of ordinary 5+ & & i #5582 FIFT B &Y

shares for the purpose of the diluted TR DNRE T8

earnings per share calculation 3,902,746 3,894,733
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12. Dividends
The directors do not recommend the payment of an interim
dividend for the six months ended 30 June 2018 (six months
ended 30 June 2017: Nil).

12. KRB
EETFRBRBERE-T—\FAA=T
BUAEANTFHERE(BE-T—LF~A
E+BLEAES 8 -

During the six months ended 30 June 2018, the Company
declared and paid a final dividend of RMBO0.12 (six months
ended 30 June 2017: RMBO0.089) per ordinary share as
proposed for the year ended 31 December 2017 to the
shareholders of the Company.

HE-Z-N\EXA=THILXEA &2
AEBREERRE T —+E+_A=+—
BIEFERARRBRRST IR ZIRMSBEEREE
FREBRARKOI2I(HEZEZZS—+HFN
A=+HIEXEA : ARK0.0897T) °

13. Property, Plant and Equipment 13. 9% - BERRZRE

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

WE - BEMRERAMAZEIMT

Unaudited Unaudited

REER REEZ

2018 2017

—E2-N\F —F—LF

RMB’000 RMB’000

AR®T T ARETT

Carrying amount at 1 January R—A—H®EmE 12,715,454 12,698,374

Additions 1840 163,823 244,999
Transfers from construction in progress EE AR TE(HE14)

(note 14) 368,603 512,736
Transfers from investment properties EEREREYE - 35,564
Transfers from assets of a disposal group HEEEHIEASEFEN

classified as held for sale BEEHANEE - 302
Transfers to construction in progress MR TE(HE14)

(note 14) (19,275) (14,789)
Transfers to investment properties EEREIGEYE (16,443) -
Disposals BRE (9,724) (120,302)
Acquisition of subsidiaries i a/NE] 406,142 312
Disposal of a subsidiary HE—FXFRA] - (25,289)
Depreciation charge for the period (note 7) ARNEAITEER (M37) (840,178) (800,106)
Impairment (note 6) RE(HEES) = (1,814)
Exchange realignment = (37,989) 30,912
Carrying amount at 30 June RARA=+HEEREE 12,730,413 12,560,899
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13. Property, Plant and Equipment (continueq) 13. 1% - MERZE @
Certain property, plant and equipment of the Group with net RZE—NFEXNA=Z+H  AEBEETEA
book values of approximately RMB84,858,000 (31 December FEK A ARMES4,858,000(ZFE—+F
2017: RMB97,654,000), RMB45,188,000 (31 December 2017: +ZA=+—8: AR¥97,654,0007T)
RMB45,128,000) and RMB174,788,000 (31 December 2017: AR M 45,188,000t (ZE—+F+= A
RMB215,736,000) as at 30 June 2018 have been pledged to =+—H: AR%45128,0007T) & AR
secure the long term payables, short term bank loans (note 174,788,000t (&2 —+F+ A =+—
23) and long term bank loans (note 23), respectively. B : AR#215,736,00070) W - HE &

REC ORI B IFESRMEMNHE AR
TTER(HIE23) MR HRITE R (FIE23) 1

EHm e
14. Construction in Progress 14. E8I1E
Movements of construction in progress are as follows: EEITREEHHT :
Unaudited Unaudited
RER REEZ
2018 2017
—E2-N\F T —+F
RMB’000 RMB’000
ARET T ARETT
Carrying amount at 1 January R—A—B®MERAE 1,363,399 1,271,844
Additions 1840 836,643 467,540
Transfers from property, plant and EEEAYE  WERERE
equipment (note 13) (FF5E13) 19,275 14,789
Transfers from assets of a disposal group HEESSEAREFERN
classified as held for sale BEHANEE - 634
Transfers to property, plant and equipment EZ =¥ - HE R&E
(note 13) (PfFEE13) (368,603) (612,736)
Transfers to other intangible assets EREHMEEEE (18,715) (34,802)
Acquisition of subsidiaries (note 30) U BE Al (Bf3E30) 31,232 -
Disposal of a subsidiary HE—KFRA = (41)
Exchange realignment PE 5 (124) 31

Carrying amount at 30 June RANA=+THRERmE 1,863,107 1,207,259
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15. Goodwill 15. 58
Unaudited Unaudited
REER REEEZ
2018 2017
—2-N\#F —F—tF
RMB’000 RMB’000
ARET T ARETTT
Carrying amount at 1 January R—A—BHREE 4,532,899 4,527,518
Acquisition of subsidiaries WA A 346 3,879
Carrying amount at 30 June RNA=+THRERE 4,533,245 4,531,397

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 30 to the condensed consolidated financial
statements.

On 1 June 2017, the Group acquired an additional 25% equity
interest in Nanchang Mengniu Dairy Sales Co., Ltd. (“Nanchang
Mengniu”) from a third party, increasing the Group’s interest
in Nanchang Mengniu from 45% to 70%. Nanchang Mengniu
is engaged in the sale of dairy products. The purchase
consideration was RMB7,757,000 in cash. The acquisition
was accounted for as a business combination and gave rise to
goodwill of RMB3,879,000.

R-ZZE-\FOA+H AEERBRALK
F(HER)ARAR(THRARBE(HE) ) RB
REE(ER)ARQA ([RRBERER) D)
HIB0%RX1E - B W B HHIE - AEBERGIR
A (HR) KRR (ER) M il -
TR AEBEEFES0% MR TR - X755
BOFELERE ARK346,0007T o WA
—HHBHNE RS B RAM 30 -

RZZE—+FA—H AEHR—FFE=
FUREEERFAEHERRETAR([E
EEF )RR FAEEMFEEN
MESFRERISBENETOR - HES
FREEEARED - BEREARSARK
7,757,0007C ;2 WY BEBEHTEER
2 A R¥53,879,0007T °
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16.

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 and liquid milk products.

As at 30 June 2018, 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”)
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 2018, 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 continue
to account for China Modern Dairy as an associate using the
equity method.

16. RBFE X FMNKRE

EAEERENBE QRSP - REBREAKRE
RAEETIZNERDMBRERDEREER
HER RSB -

RZE-—NEXA=1TH xEBEB
3,725,769,412f% R EIIR N ERR D - (HEE
1TIEAR4960.77% ©

1=+ Ko 2 5= [ i 60.77 %A% FE ~ 194,800,000
EILHNR T - —FRHENAR T EA#
R ES ([T E S |) E s K9 11.24% /% (7
MBERERERERITENE REEIEER
BEAE (5 EFTIE IR B IR0.86/8 LR /T (B fEE
B EE 1T 7R B3R AR 50,930,832 % @ A%
IHRIBADBEITIRARL0.82%) 2 2 - R
BHEAERZENFBRIRRBENETLD E
R DFB0% ©

RZZ—N\FXA=1TH HEFEHLEER
BEGIPBERAHEE -  EEBER A
FERBR > BRETRRRFBERAHME
MEEZUERER BHESHNAERERERK
HiGEERARETE  RAKERNPER
REEBEFENREK - KEBUFAR - &
BEHTE - AREHFERAREL BT
% BhERAHREERS—RBERREE
AR AARR ©
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17. Other Financial Assets

At fair value through other

17. Hth e @mEE

UARBEFEBEZET

Unaudited
REERX
30 June

2018

—E-N\F
NA=1+H
RMB’000
AR¥T T

Audited

BEZ

31 December
2017
—E—+tF
+=ZA=+—8©
RMB’000
ARETTT

comprehensive income: AHM2EUKE :
Hong Kong listed equity investments & AR A BEMES LT
in YuanShengTai RIS & (a) 28,905 43,202
Hong Kong listed equity investments % A B EE 89 & B T
in China Shengmu AR E (o) 154,714 284,233
183,619 327,435
At fair value through profit or loss: LIAAEEEE&E
FFAEE
Unlisted equity investments FEETRARE 31,599 31,599
Convertible promissory note AR R T (c) 187,971 186,670
Short term investment deposits RHREER (d) 10,743,810 9,392,108
Long term investment deposits REIGETR (d) 50,185 -
11,013,565 9,610,377
At amortised cost: R
Short term entrusted loans HHIRFTER (e) 1,000,000 1,065,400
Long term entrusted loans REIZFAER () 40,165 64,149
Long term entrusted loans due R—ERNE Bz &KH
within one year LZEER () 46,163 46,361
Long term receivables REE W IR M 95,079 122,496
Long term time deposits REITE BATF K (g) /20 876,882 1,039,504
2,058,289 2,337,910
Total other financial assets HEih o mEELRE 13,255,473 12,275,722
Current E 11,977,944 10,690,539
Non-current IERE 1,277,529 1,585,183
13,255,473 12,275,722
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17. Other Financial Assets (ontinueq)
Notes:

(@)

On 25 November 2013, the Company acquired 172,275,000
shares of, representing a 4.41% equity interest in YuanShengTai
Dairy Farm Limited (“YuanShengTai”), a Hong Kong listed dairy
company, with approximately HK$469,831,000, equivalent
to RMB369,396,000. In January 2017, the Company’s
shareholding in YuanShengTai was diluted to 3.67% due to new
share placement by YuanShengTai. Management designated the
equity investment as a financial asset at fair value through other
comprehensive income upon initial application of IFRS 9 (2009)
on 1 January 2014, as management considered it a strategic
investment for the purpose of securing high quality raw milk in
the long run. The fair value of the listed equity securities was
determined by reference to published quotations. A decrease
in fair value for the six months ended 30 June 2018 and an
accumulated decrease in fair value as at 30 June 2018 with
amounts of RMB14,297,000 (six months ended 30 June 2017:
RMB23,269,000) and RMB340,491,000 (as at 30 June 2017:
RMB314,073,000), respectively, had been recognised in other
comprehensive income.

On 25 May 2011, the Company acquired a 5.81% equity interest
in an unlisted dairy company at approximately HK$125,322,000,
equivalent to RMB98,531,000. Management designated the
equity investment as a financial asset at fair value through other
comprehensive income upon initial application of IFRS 9 (2009)
on 1 January 2014, as management considered it a strategic
investment for the purpose of securing high quality raw milk in
the long run. The equity investment was subsequently converted
into 269,865,600 shares of China Shengmu Organic Milk Limited
(“China Shengmu”) upon China Shengmu'’s initial public offering
on the Main Board of The Stock Exchange of Hong Kong
Limited on 15 July 2014, representing a 4.25% equity interest in
China Shengmu. The fair value of the listed equity securities was
determined by reference to published quotations. A decrease
in fair value for the six months ended 30 June 2018 and an
accumulated increase in fair value as at 30 June 2018 with
amounts of RMB129,519,000 (six months ended 30 June 2017:
RMB153,619,000) and RMB56,183,000 (as at 30 June 2017:
RMB266,853,000), respectively, had been recognised in other
comprehensive income.

17. H

= =<

& @ E E @)

PaE

(@)

R-_B—=%+—A_-+HAB  XRA7A
LA #7469,831,000 8 T (IHE R AR K
369,396,000 ) Wi —MEB LWL ZE
NAREERNEBRAR(IRERE]) D
172,275,000 & 7 + 15 K 4.41% R # - B
—ZT—+F—8 ARREEREHRG -
AN B R A R 045 IS A 1 S = 3.67% ©
R-ZT—E—F— B & REDBERIBH

SRRFIR(—FTNE)E - FRERE
B AR A D A R B R B

AEfE2ABENSREE  WHBRER
BRAEEBR —ERKILE  5ERRED
BRI RREE - ZE ETRAFLFHAAR
BENELERAMREETE - BE_T—N\
FRAZTHIEANEAAABERD AR
14,297,000 (BE S —+FA=+H
ER1EA - AR#B23,269,0007T) R -E
—NEFERNA=ZTHRAAER;FRIARE
340,491,000t (R =—ZE—+tFNA=+H:
AR#314,073,0007T) + B A E M2 WS
HER o

RZZE——FERA-+HB  KATULY
125,322,000/ 7t (1§ 7 AR 98,531,000
TOOUREE —RIIE E ML E A RIAI5.81%AHE o
R-ZT—ME—F— B & RE BRI SR
ERERFIR(ZETNF)E - EEEBZ
ERAREIRTERBARA BT EEEE 8
AEMEAEENSREE AR ER
BRAEEBR —ERKILE  5ERRED
RN RIRMEE - RPBREREERDERR
AR(THRHEEHR DR -_Z—NFLA+E
BEEEBARSHMBRARERE XA
BEk  ZERBEBEBRATEHERN
269,865,600 B J& 15+ {h & Bl 28 4K 4.25% %
o xS LTRENAARBIELEH AR
WEMEFE BHE-_E—N\FE~NA=THI
NEA AR ERS ARE129,519,0007T (#
E-T—+EXNA=ZFAHLEANER AR
153,619,0007T) MR —E— \F XA =+H
NABEZIEMNARES6,183,0007T (A =
T—+FNA=Z+H: AR%266,853,000
7T) - BEREMEERSEER -
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17. Other Financial Assets (ontinueq)
Notes: (continued)

©)]

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 the 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
2018, a net fair value loss of RMB1,045,000 (six months ended
30 June 2017: Nil) was recognised in other expenses (note 6).

The Group from time to time purchases various investment
deposits from commercial banks for treasury management
purpose. As at 30 June 2018, the Group held investment
deposits of RMB10,793,995,000 (31 December 2017:
RMB9,392,108,000) with principal guaranteed.

As at 30 June 2018, the investment deposits amounting to
RMB172,360,000 (31 December 2017: RMB199,105,000) was
pledged to secure letters of credit and interest-bearing bank and
other borrowings.

Entrusted loans mainly represent the Group’s loans to certain
dairy farmers and China Modern Dairy via banks. The above
entrusted loans are unsecured, with annual interest rates ranging
from 4.00% to 8.96% (31 December 2017: 4.00% to 8.96%). As
at 30 June 2018, 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 2018, those long term receivables
were neither past due nor impaired.

The effective interest rates on long term time deposits as at 30
June 2018 varied from 3.58% to 4.60% (31 December 2017:
3.58% to 5.23%) per annum and the deposits would mature in
two to three years.

FHIR AR S MR IR AR M

17. B ERMEE @)

MiaE : ()

©

R-ZZE—+FEhA+EH  —E100%EAR
RIEEHEA T AFGolden Stage Holdings
Limited ([ Golden Stage J) £2AICE Holdings
Limited ([AICE ) FTs7 A 2 ek X R IR R B
wE((ZpE)UREA (A ) BE
28,000,000 7t # A] #2 iR 75 3 4R (FAER
AR¥182,753,0007T) » IREZ M - RE
IE B EEET+ 18 A AR — X (BIAICEE
SETHWAE)  AEM50%BIEFRYE
BR114ETEBEIR BAICEN FBAR ©
Golden Stagef #7E T~ —¥5 gh & i AN HAR 15
B T HI50% AN & 1) 30 5 sk & 285 R BAICER)
AR S B ST AR o SURER M AR B IR B RN Y
KRG RFTEEFR5%HFE - AL
BREHZESEANRNRBEFEEEES
FFABRNEREAE REBEZE-_Z—N\EX
A=Z+HIEANEA  RABEESEBFEARK
1,045,000 (BE—T—+tF A=+HIL
NEA - )R ER R (MEE6)

AREBIRFAEKEEEBNMEmERITE
AZBEBREEZR R_E—NF A=+
H AEEHFAHARE10,793,995,000
T(ZZE—+F+-_A=+—08: ARK
9,392,108,0007T) &% B NS IRFBE IR E T ©

RZZ-NFRA=ZTH REGREH
AE#172,360,000L(ZF—tF+ = A
=+—H: AR#199,105,0007T) & JA%E
BEAEMGTRRITRAMES

ZHEREBEAEERBETASETHAE
RPBEBARHRERENER - L ERFTER
BEEKT - FRENT4.00%28.96% (==
—tF+=-A=1+—H : 4.00%%£8.96%) °
R NEFENA=1+H ZSEZTERH
KREH I ERE - TERINE R R AR R o

REEEFEERHEETYE  BEER
BYBUE= N MELNEBEFIE R -F
—N\FARA=ZTH  ZERABERFORLE
B IRERE

MRZZ—N\FEXA=1+0 EHEHFEZN
BRFEFENT3.58%E4.60%(—F—tF
+—-HA=+—H :858%%5.23%) ' MFK
BRME=ZFRIIE -
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18. Inventories 18. 7 &
Unaudited Audited
RSB BEX
30 June 31 December
2018 2017
—E-N\F —T—+F
ANA=TH +T=-A=+—H
RMB’000 RMB’000
AR¥T T ARET T
Raw materials B R 2,686,127 1,757,835
Finished goods KT 1,154,218 1,752,433

Total inventories at the lower of cost and YAk ZN B T] B4 IR SR (E HY

net realisable value NIKESENTFEHLRE 3,840,345 3,510,268
19. Trade and Bills Receivables 19. BURR R EE

The Group normally allows a credit limit to its customers which AEEBERTEPHEEERE - WAE
is adjustable in certain circumstances. The Group closely BETEETETHAE AEERYEESH
monitors overdue balances. In view of the aforementioned REBEEEER o B LRI R AN & B H) fE L
and the fact that the Group’s trade receivables relate to a RRTHRENRENNEF AR - W&
large number of diversified customers, there is no significant EXREEEFRER o A5 B H E R
concentration of credit risk. The Group does not hold REBEAEFRRIEMEERA - BRER
any collateral or other credit enhancements over its trade RIS FE

receivables. The trade receivables are non-interest-bearing.

An ageing analysis of the trade and bills receivables of the AEELNBRBENEBEEIRZBERESE
Group, based on the invoice date and net of provision, is as HERRBREC AT AT -
follows:
Unaudited Audited
REGERX BERZ
30 June 31 December
2018 2017
—E-N\F —ET—+tF
~AA=+H +=ZA=+—H
RMB’000 RMB’000
AR¥T T ARETT
Within 3 months 31E A AR 3,066,698 2,439,605
4 to 6 months 4% 6 A 135,515 125,377
7 to 12 months 721218 A 69,589 78,150
Over 1 year 1FELE 10,303 3,702

3,282,105 2,646,834
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20. Cash and Bank Balances and Other

Deposits

Cash and cash equivalents as stated in the

SR HIERGA RS RER

Unaudited
RSB
30 June

2018

—E-N\F
AA=1H

RMB’000
AR¥T R

20. RERBITEEREMER

Audited
LEZ

31 December

2017
—E—LF

+=A=+—8”

RMB’000
AREF T

interim condensed consolidated MIRERIREEEY

statement of cash flows 4,995,007 3,129,444
Pledged deposits RFBEETFR 680,244 466,265
Time deposits TE B 2,728,587 3,868,937

8,403,838 7,464,646

Less: Short term pledged deposits B REREETER (680,244) (466,265)
Less: Long term time deposits (note 17) B REE B SR (M5E17) (876,882) (1,039,504)
Cash and bank balances as stated inthe 7|/ AR HARSBR4R & BI RS &R

interim condensed consolidated MIREe MIR1TEF

statement of financial position 6,846,712 5,958,877

Note:

The Group’s pledged deposits were as follows:

GEE

REBWRBSIFHIIRAT

Unaudited
RBER
30 June

2018

—B-N\F
AHB=tH

RMB’000
AR®TR

Audited
REZ
31 December
2017
—T—+F
tT-A=1+—
RMB’000
ARBFT

Pledged to secure bills payable (note 21) ARG (M 5E21) 280,225 201,612

Pledged to secure interest-bearing bank ARG BIRTT R
and other borrowings (note 23) Hi e & (M5E23) 341,462 249,276
Pledged to secure letters of credit ERAEBERE 58,557 15,377
680,244 466,265
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21. Trade and Bills Payables 2. ENRRRRE
An ageing analysis of the trade and bills payables of the AEEEMAERINZEBEZZHEMIRE
Group, based on the invoice date, is as follows: DT
Unaudited Audited
RBEX KEZ
30 June 31 December
2018 2017
—E-N\F —ET—+tF
AA=+H +=-—A=+—H
RMB’000 RMB’000
AR¥T R ARETTT
Within 3 months 31E B AR 6,128,053 5,569,969
4 to 6 months 472618 A 897,277 633,662
7 to 12 months 721218 A 153,976 116,853
Over 1 year 1A 22,834 21,789
7,202,140 6,342,273
The Group’s trade payables are unsecured, non-interest- TEENENERASEER RERERE
bearing and payable on demand. SKEERF(EAE o
Included in the above balances, bills payable with an aggregate fr Laitserd - A58 AKR®610,013,000
balance of approximately RMB610,013,000 (31 December T(ZE—+EF+ZA=+—H: AR%
2017: RMB397,660,000) were secured by the pledge of 397,660,0007T ) K FE 1 R 45 82 Ty LA S [
certain of the Group’s deposits amounting to approximately BEH A R#280,2250007C ( — T —+ 4
RMB280,225,000 (31 December 2017: RMB201,612,000) TZA=+—H : AR%201,612,0007T)#
(note 20). Except for the above, bills payable are unsecured, AT HER(HIEE20) EE A - B ESCArash -
non-interest-bearing and payable when due ranging from 3 to EHRNENZERAERER 2B RENIE

12 months. 1216 A B HARFER o
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22, Other Payables and Accruals 22 HiERRIERTBIRER
Unaudited Audited
RBER Nz
30 June 31 December
2018 2017
—EB-N\E T
AA=+H +=ZH=+—H
RMB’000 RMB’000
AR®T T ARET T
Advances from customers BEIEMNK - 1,843,166
Salary and welfare payables TEN e KA & 993,408 1,279,031
Other payables H At T RIR 5,779,109 4,202,026
6,772,517 7,324,223
The Group’s other payables are non-interest-bearing and AEBMEMENRIAL® B RAREKEE

payable on demand. EE -
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23. Interest-Bearing Bank and Other 23. st ERIT R EME
Borrowings

Unaudited Audited
RIBEZ KERIZ
30 June 31 December
2018 2017
—E-N\F —E—+t5F
ARA=+H +-A=+—H
RMB’000 RMB’000
ARET T ARETT
Current: BOER :
Short term bank loans, secured RAERITER - AT 606,416 359,697
Short term bank loans, unsecured RHERRITE R - EIKIE 4,554,150 4,045,429
Current portion of long term bank loans, REPRITEFBNEAES S -
secured B 37,867 44,848
Current portion of long term bank loans,  REI$RITEREIHAZE S -
unsecured e 74,623 225,330
US$500,000,000 3.5% RZZE—N\FRHH
bonds due 2018 500,000,000 TE &
R3 5% 7 (EE 3,304,917 3,259,723
8,577,973 7,935,027
Non-current: JEBNER :
Long term bank loans, secured RHESRITER - BEA 196,018 244,370
Long term bank loans, unsecured RERITER - EIEH 4,650,863 4,500,152
US$194,800,000 zero coupon NoT— —ERHE
exchangeable bonds due 2022 194,800,000 T E 8
(note (c)) AT R &2 (i 5E(C)) 1,283,091 1,270,575
6,129,972 6,015,097

14,707,945 13,950,124
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23. Interest-Bearing Bank and Other 23. ;T EBITRHEMEE @

Borrowings (continuea)

Notes: F5E -

(a) As at 30 June 2018 and 31 December 2017, the Group’s @ R\ FAAZF+BEER=_ZT—tF+=
interest-bearing bank and other borrowings were secured as A=+—8 XAEBEZHEBERITREMEE
follows: EREROT

Unaudited Audited
RISEX KB
30 June 31 December
2018 2017
—E-N\F T —tF
A~A=+H +=R=+—H
RMB’000 RMB’000
AR%T ARBT T
Secured by pledged deposits AR B 15 s 7 320,926 213,392
Secured by investment deposits AR B 17 i 137,860 49,421
Secured by dairy cows, land use rights and A4 ~ b fse FRRE LA K
property, plant and equipment W% - BE kR HEER 281,456 319,219
Secured by all present and after acquired L FIFFRILERR AR
property of Yashili New Zealand Dairy NN R 2 B ESH
Co., Limited b/ E S (Siiwi 100,059 66,883
Unsecured A3 13,867,644 13,301,209

14,707,945 13,950,124
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23. Interest-Bearing Bank and Other 23. FTERITREMEE @
Borrowings (continueq)
Notes: (continued) 5T
(b)  The carrying amounts of the Group’s interest-bearing bank and (b) AEBUATHEEFEDSBRITEEME
other borrowings are denominated in the following currencies: ENREmENT
Unaudited Audited
RASEX KEZ
30 June 31 December
2018 2017
—E-N\F
NA=t+H A=+—8
RMB’000 RMB’000
AR®ET T ARETT
Hong Kong dollars BT 3,102,077 3,207,497
United States dollars ETT 6,488,280 5,941,819
New Zealand dollars PRI 61,086 74,426
Australian dollars BT - 12,053
Euro BT 45,355 52,197
RMB AR 5,011,147 4,662,132
14,707,945 13,950,124
() On 6 June 2017, the Company issued US$194,800,000 zero 00 RZZE—LFXARABE  NAREIT
coupon exchangeable bonds due 2022 (the “Exchangeable 194,800,000 TR ZE__FHHHN T
Bonds”), which are exchangeable into 689,438,782 shares at Br Rk ESs ([ RES]) - HaliziRy)
the initial notional exchange price of HK$2.1995 per share. The B HRERBE(BRRMD2.199538 ) Bk A
Group classified the Exchangeable Bonds as financial liabilities at 689,438,782k I fh o AREE H AR E
fair value through profit or loss. During the six months ended 30 HFRUARBEFEEESEHTABENESH
June 2018, a net fair value gain of RMB3,492,000 (six months B - NEE-ZT-A\FAA=THIERE
ended 30 June 2017: RMB2,777,000) was recognised in other A AR EEFEEARES3,492,0007T (&
income and gains (note 5). EZT—LFARA=ZTHIERMEAR : AR

2,777,0007T ) A E AU A Ko s 25 A e 3R (P 5
5) ¢
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24. Derivative Financial Instruments

R R S SRR I A

24. STHEE®MT A

Unaudited Audited
AEER &2
30 June 2018 31 December 2017
—Z-N\FXRA=1A —E—+tF+-A=1-H
Assets Liabilities Assets Liabilities
BE =L BE afE
Notes RMB’000 RMB’000 RMB’000 RMB’000
Bt zE ARETT ARETR ARETT ARETT
Interest rate swap FlxE#; (a) 48,455 - 30,617 -
Forward currency contracts REINEL 4 (b)/6 15,396 12,899 4,301 178
Interest rate forward contracts FIREHEH (b)/8 25,213 - 23,985 -
Commodity futures contracts EREEAY (©) - - 1,283 1,044
89,064 12,899 60,186 1,222
Portion classified as non-current: D& AIEREIN LM
Interest rate swap pilpgep 48,455 - 30,617 -
Forward currency contracts REINES L) - 2,980 - -
Interest rate forward contracts FIREHAEH 25,213 - 23,985 -
73,668 2,980 54,602 -
Current portion: TENE D 15,396 9,919 5,584 1,222
Notes: MRE -
(a) These interest rate swap contracts, taking effect in June 2017 (@ RIZE—tFAAER URZZT-TFX

with an expiration date in June 2020, are designated as hedging
instruments in respect of future interest of certain bank loans
with a floating rate of one-month HIBOR.

The fair value of these derivative financial instruments are
determined by the counterparty of these hedge arrangements,
and reviewed by the directors of the Company, based on
contract value with reference to their forecasted HIBOR.

Since the notional amount and the terms of the interest swap
contracts match those of the bank loan agreements, the cash
flow hedges were assessed to be effective and a fair value gain
of RMB17,838,000 (six months ended 30 June 2017: Nil) was
included in the hedging reserve as other comprehensive income.

AR SN REHREL  WIEEARE
T — & AHIBORAF B FI Rzt BRTER
HARKF EEBENEFTH -

WETESRT AN DA BRI S NL Y
MXSHFEE  THARAEEEREH
BERZ2REENTNHBORMETER

HRFEEHRANEE B RIGKERTT
ERpEOARSEIERERCE B
TE R ET E A B AR 17,838,0007T
(BEZZ—+tHFRA=ZTHIEARER : T)
MNAREREEEREMZE RS AL
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24. Derivative Financial Instruments (continueq)
Notes: (continued)

(o)

In addition to the above interest rate swap designated as
hedging instruments, the Group has entered into various forward
currency contracts and interest rate forward contracts to manage
its exchange rate and floating interest rate exposures. These
forward contracts are not designated for hedging purposes and
are measured at fair value through profit or loss.

To manage its price exposure to future purchase of commodities
as raw materials, such as white sugar, palm oil and raw milk
powder, the Group entered into various commodity futures
contracts. The Group accounted for these commodity futures
contracts at fair value with changes recognised in profit or loss.
During the six months ended 30 June 2018, a net fair value gain
of RMB6,394,000 (six months ended 30 June 2017: net fair
value loss of RMB12,339,000) was credited to cost of sales (note 7).

25. Other Financial Liabilities

24. fTEER T BEwm)

M5 -

(o)

FRIA B R TAMMET ]I - K&
BRI ZRERIMNE A D RAEEREL
WEREERZEN AR - ZFERE
WA FEFEFEAEER A - WRA R BT AR

HEtE o

REBRRBERREREME (PR -
ERi R RE R ) e BAR R - ANEREIRT S
ZHEAMPBEAN - AEEBLERMBE
BREARENNE  MArENEFHRINE
HAMER - BE-T-/AFRNA=ZTHLR

@A - 25 EKEFEARKE,394,0007T
(BE-Z—tFRA=THLREAR: 2R

BI85 5 AR H12,339,0007T) B SEE K
AR ABR(PIRET) ©

25. Htt e @A E

Unaudited Audited
RISEX LEZ
30 June 31 December
2018 2017
—E-N\F —E—tF
ARA=+H +ZA=+—H
RMB’000 RMB’000
AR®T T AR®ET T
Present value of redemption amount — RJREURBE R &
for potential acquisition of puttable FEPE AR AR R A S
non-controlling interests fEO S FEIRE (@)/(b) 2,184,780 2,175,431
Portion classified as current financial 938 AEHE R E &
liabilities Eof=iiSay (a) (564,523) (545,594)
Non-current portion FERNEAEL 7> 1,620,257 1,629,837
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25. Other Financial Liabilities (continueq)
Notes:

(@)

According to the equity purchase agreement entered into among
the Group, Shijiazhuang Junlebao Dairy Co., Ltd. (“Junlebao”)
and the non-controlling shareholders of Junlebao dated 30
November 2010, the Group granted a put option to the non-
controlling shareholders under which the non-controlling
shareholders have the right to sell, and the Group has an
obligation to buy 16.33% equity interest in Junlebao in each
year ended 31 December 2016, 2017 and 2018 respectively,
totalling 49% shareholding in Junlebao. During the years of
2016 and 2017, the non-controlling shareholders of Junlebao
did not exercise their right to sell 32.67% in total equity interest
in Junlebao to the Group. As at 30 June 2018, the Group
derecognised the carrying amount of non-controlling interests
of RMB242,852,000 (31 December 2017: RMB217,936,000)
and recognised the present value of the amount payable upon
exercise of the option of RMB564,523,000 (31 December 2017:
RMB545,594,000) as a financial liability and accounted for the
difference in equity.

Under the equity joint venture contract entered into between
Inner Mongolia Mengniu Dairy (Group) Company Limited (“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
2018, the Group derecognised a non-controlling interest of
RMB619,561,000 (31 December 2017: RMB601,576,000) and
recognised a present value of the amount payable upon exercise
of the option of RMB1,620,257,000 (831 December 2017:
RMB1,629,837,000) as a financial liability and accounted for the
difference in equity.

FHIR AR S MR IR AR M

25. Hith e mEEm@m)
BisE -

(@)

BEAEE AREZLEINEERQT
(BB ) RELBENIELBRRET LA
HMA—Z-—ZTF+—-A=+HNBRAEEH
FoASEMEERBERLRAE &
e REE-ZT—RF - —T—tFE-FT
—N\F+_AZ+—BLFEZF » K
BESBEELEEREBHBEEITHEE
BRE16.33%MEHE - A ABEEIO%N
R - RZE—RNER_T—+FRN - B
EMIEEBRBERE S ATEERASEELEE
YELHI267RRIERNREF - RZZT—N\F
NAZTH - AEEKIEERIEERAR R
FHHIEEEARK242,852,0007T(—E—+
F+=-—A=+—8: AR¥217,936,0007T)
RIBETEREESENRBENREARE
564,523,000 (—E—+F+—_A=+—
B AR#545504,000L) R AL R &
& WG AR -

BERNSHERFIE(ER)ROHBRAA
(TRERESF])HEEsemMEaR AR ([EE
MNDRZE—=FNANBTINEERLE
AR - EEETMNER —ERER - AJELE
FINERTMIERGEEERE R Rt EF
B BMQFEHEMARE TERAKRLES
BREAR - WHEERE M IE 2 2RIRTTE
BEFARES  BARGNBAETERN
BREGERFR(BIELTHRADORE &
FEEFNETRIERBEERINETE - K=
T-NFRNAZTH  ANEBEKLIERIESE
RS A% R A 25 A R #619,561,00070 (—ZE—+
F+=-—A=+—H8: AR¥601,576,0007T)
RZTFEEEERENRENTRAEARE
1,620,257,000C( = E—+F+-_A=+—
H: AR#1,629,837,0000) R ABTEE
& Wi =5 AL -
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26. Share Capital

26. R4

Number of
ordinary shares
ZEREE
000 RMB’000
TR AR¥ T
Issued and fully paid: ERTRERE :
At 1 January 2018 (Audited) R-ZZE—-N\F—H—H
(FeE=Z) 3,927,361 357,572
At 30 June 2018 (Unaudited) R-ZZE—-N\FA=+H
(REgzEZ) 3,927,361 357,572
At 1 January 2017 (Audited) RZZE—tF—H—H
(Fe&%) 3,925,027 357,374
Shares issued under equity-settled 1245 LARZ {7 3% 1< # B IR
share option scheme AT EIEITIRD (@) 964 83
At 30 June 2017 (Unaudited) RZE—+FA=1H
(REgzEZ) 3,925,991 357,457
Note: Mzt -

During the six months ended 30 June 2017, 963,548 share
options have been exercised, resulting in the issue of 963,548
ordinary shares (equivalent to share capital of RMB83,000) of the
Company and share premium of RMB9,994,000. The weighted
average share price at the date of exercise for these options was
HK$14.70 per share.

(a)

REBEE-_ZT—tFEA=ZFTHBHLEEA
963,548 10 I IR HEETTE - B EITARQA]
963,548% & 18 % (18 E A& 2N A R #83,000
TT) K B % B A R #9,994,0007T ° % S
IRAERTTEE B Z MEFHIRE AEIR14.7075
5T o
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27. Other Reserves

(@)

On 25 January 2017, China Modern Dairy acquired
an additional 45% equity interest in a subsidiary at a
consideration of 338,602,205 shares issued to the
sellers. The acquisition was accounted for as an equity
transaction, and as a consequence RMB555,297,000,
representing the difference of the fair value of the
consideration shares over the amount by which the non-
controlling interests were adjusted, was charged directly
in equity of China Modern Dairy. Accordingly, an amount
of RMB132,631,000, representing the Group’s share
of the change of interest in the equity of China Modern
Dairy, was accounted for directly in the Group’s other
reserves.

On 14 February 2017, the Group made a conditional
mandatory option offer for the cancellation of all
outstanding share options of China Modern Dairy. On
the final closing date of the option offer on 21 March
2017, 264,320,873 options of China Modern Dairy were
acquired and cancelled. The cancellation of share options
of China Modern Dairy resulted in transferring an amount
of RMB204,543,000 accumulated share option reserve
in respect of these cancelled share options to retained
earnings of China Modern Dairy. Accordingly, an amount
of RMB125,283,000 was accounted for directly in the
Group’s other reserves.

FHIR AR S MR IR AR M

27. Httf#

(@)

N-ZE—+E—A=-+HA  7EER
WEWE —R T RaIEBIME%AHE - R
8 A[A & 5K 3 17338,602,205 B AL 17 °
ERNET ARIERS - Ut - ARM
555,297,0007T ( BRERHD KA 7 BB
HIEE R RS CARRN B =
F)DEEBEAPRBEAKREZ#EZS
B At © AR#132,631,0007T (A
REBE(HPBEIR R ERE BT
B EEBERNASERMREETRTIE -

R-Z—+tF-_A+MAB  ~EERY
B EH EBREZ N GEEM AT
B ER LR BRE - RIERE
DBANRERIIESM T —+4=7
—+—H - 264,320,873 A B IR K 4K
BRI B S - AT EER
W BREEH R ZEC AR
K 2 5 AR B R B A R 204,543,000
TLHRE T BRI MEEM IR B o
It - ABR#125,283,000 T HEN AR E
B H A FEERTIER -
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28. Share Option Scheme 28. IR T2
Movements of outstanding share options S ARAT(ERE IR e

Forfeited/
As at Granted Exercised Lapsed Asat  Exercisable
1 January during during during 30June  at30June
2018 the period the period the period 2018 2018

RZB-N\§
R=E-NF #agk/ R-B-NF  KA=1H
Date of grant =f=[ B Hn{TE %% ~A=tH Gk

13July 2017 “E-HELATER 10,449,215 - - (685363 9,763,852 -
7 May 2018 —3-\ERA+A - 9,503,689 - (20950) 9,572,739 -
Tota 3t 10449215 9,593,689 - (106313 19,336,591 -

Forfeited/

As at Granted Exercised Lapsed As at Exercisable

1 January during during during 30 June at 30 June
the period the period the period

i 4 ~A=tH
Date of grant J R BTl . AR

10 October 2011 “T——F+A+H 2,333,946 - (963,548) - 1,370,398 -
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28. Share Option Scheme (continueq)

On 7 May 2018, the Company offered to grant an aggregate
of 9,693,689 options to eligible grantees under its share option
scheme adopted on 3 June 2016 (the “2016 Share Option
Scheme”). The exercise price of the options of HK$26.05 was
the closing price per share on the grant date. The options
will be vested in two equal batches on the first and second
anniversaries of the date of grant in accordance with certain
vesting conditions. If the vesting conditions are not met, the
share options lapse. The fair value at grant date is estimated
using a binomial pricing model, taking into account the terms
and conditions upon which the options were granted. The
contractual life of each option granted is five years. There is
no cash settlement of the options. The fair value of options
granted during the six months ended 30 June 2018 was
estimated on the date of grant using the following assumptions:

R R S SRR I A

28. BB FESTE ()
RZE—NFRALH  ARARE-ZF
—RNENAZARMZBEREAE(T=F
—ANFEERETE DS EREARARKA
#09,503,68917 FE AL #E - BEAXIET{FE26.05
BT AR B PSR GKRTIE - BRES
DEMENEB  BRESTEBIKET - RA
REBHEE - _EEFRE - MKEL
SRR - AR S Kk - B A EIM
AAENZ-_BAEEEXNGE @ s REH
BREATRIEZ R RGNS - EREZEHD
BRIEZANFHARF - BREMERS
Y e RBEEZZE—\FXNA=ZTHIEAHE
A ODEREBEREZ AABEDNFEL B %
THREIEL R -

2018
—B-N\f

Dividend yield (%) B (%) 0.64
Expected volatility (%) TEHIR E) (%) 34.00
Historical volatility (%) FE LR BN (%) 33.90
Risk-free interest rate (%) ERBRFE (%) 2.14
Option life (years) BEREFHR(F) 5
Spot price (HK$ per share) WEEGHEL/E8K) 26.05
Exercise price (HK$ per share) TEECET, E%) 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 2018, the Group
recognised an expense of RMB18,696,000 relating to the
fair value amortisation of share options during the period (six
months ended 30 June 2017: Nil).

REBE-Z-\FXA=THLEAEA &
TREENAABER TEHRGEF /AR
61,982,0007T (FH AR#¥6.467T) °

REBEE-ZT—- N\FNAZFRHIEANEAR K
SEREAEREBBRER B ENF
Y AR¥18,696,000 L (BE-_Z—+F/<A
=FHIEANER F) -
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29. Share Award Scheme 29. RER B2

Particulars and movements of share award scheme: R E R EIF B R
2018 —E-N\E§E

Granted Vested  Forfeited
As at during during during As at
1January the period the period  the period 30 June
R-B-R HBARE BrEE  BrHEE RSAESTA
Number Number Number Number Number
of shares  ofshares  of shares  of shares  of shares

Eth#E RHEE ROBE  RHBE  RHEE

Fair value per share

BRAAE

(HKS) (HKS)

Date of grant RiA Note (&7) (#7)
Before After

M3  bonusissue bonus issue

BARE BO4RE

13 July 2017 “E-+ELATER 1462 n/aB@ER 6,770,015 - - (475832 6,204,183
7 May 2018 “E-\5RFtH (a) 2.05 n/atERE - 6,603,084 - (24,782) 6,668,302

6,770,015 6,693,084 - (500,614) 12,962,485
2017 —E—+F

Date of grant

Fair value per share

As at 1
January
W"—A—R
Number

of shares

Granted
during

the period

Number
of shares

Vested
during As at
the period 30 June
%mm% E+H
Number Number
of shares of shares

2 April 2015 “Z-REMA-H 4010 2005 2,131,822 - - 2131822
11 April 2016 “E- FNAT-H 1242 nNER 7,666,903 - - 7,656,903
0,788,725 - - 9788725

(@) On 7 May 2018, the Company granted 6,693,084 shares (a M-Z—NFREtH:  AQARIREKEE

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.

bt &M 2 85 7 16,603,084 M 8K 0 - (52
NERERA A BB BITRAL0.2% © 1LF
ERENENDESR-_SNEE  REET
BEGHERHAESE - _EBEFREE -
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Shal’e Awal‘d SCheme (continued)

During the period, 500,614 (six months ended 30 June 2017:
Nil) shares lapsed due to the unfulfillment 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 RMB45,592,000 (six months ended 30 June 2017:
RMB22,346,000) relating to the share award scheme, and a
reversal of expense of RMB2,187,000 (six months ended 30
June 2017: 19,735,000) due to the unfulfillment of vesting
conditions under the share award scheme. In aggregate,
the Group recognised a net expense of RMB43,405,000 (six
months ended 30 June 2017: RMB2,611,000) relating to the
share award scheme in the interim condensed consolidated
statement of profit or loss during the period.

Business Combination

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.

29.

30.

FHIR AR S MR IR AR M

B E R B s 8l )

REIA 500,614 D (BHE_Z—tF <
A=+HINMER - &) AREZEETEET
BB I AR TR T 3K ©

EREBROZAANE  HERARBRKD
REFREBESE2MENE - R KRES
Byt 28R X B A R #45,592,000 7T (B =
—E—+FARNAZTHILANEAR : AR
22,346,0007T) R AR EZEE EIIBE T 5H
B G R EER A E X H A RE2,187,000
T(EHE-_T—tFA=+HLEREAR:
19,7385,0007T) ° 3R » AREBEE A G AA
,vmica 53k P RERR R EEET S EBE S F
54 H ARMEA3,405,0007T (HE T —+4F
/\Hf‘f’aﬂl/\{.ﬁ  AREE2 611,0007T) ©

LS N
U IR AR AR 3E (9 18) R AU (BER)

RZZ—-N\FOATHE AEEATERK
BETFTRARABE(RE)BERAR(TRR
HE(RE) D ERBR A (IR ) MR
FER)H50% M1 - RAME(F1R) KR
REEMER) BN EZLEER D HRBINE
fn o BUHE B - AEERSIRAHE(E
18) R (REIR) B2 B o TR A
SEEFB0RNKRZRE - ZRBBALRE
BEAETRBEAMARENERN TSN E
MRS Z —3R °
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30. Business Combination continueq) 30. ¥4 6t@m
Acquisition of Modern Dairy (Bengbu) and Modern U BB IR A ZE (I8 ) RIBRHE(RR)
Dairy (Feidong) (continued) (&)
The fair values of the identifiable assets and liabilities of RUWEEEEEE  WARE(HER) RIBRH
Modern Dairy (Bengbu) and Modern Dairy (Feidong) as at the X(PER)NAHNEERABBEHARBLT

date of acquisition were as follows:

Fair value
recognised on
acquisition
W B R TR
ZRARE
Notes RMB’000
B EE ARETT
Assets BE
Property, plant and equipment L E Y 405,299
Construction in progress EEIR 14 31,232
Land use rights M 5 A A 5,980
Other intangible assets HivmEEE 613
Inventories FE 17,915
Trade and bills receivables W BR R R =R 34,688
Prepayments, deposits and other receivables  FEfIFL ~ 124 R Eth fEU R IE 122,225
Cash and bank balances e RIRITETF 147,600
Total assets BmEE 765,552
Liabilities BB
Trade payables FEFTERIR (132,891)
Other payables and accruals HittfE IR RBRER (27,836)
Interest-bearing bank and other borrowings FFERITREAMEE (487,739)
Income tax payable FERS TSR (5,697)
Total liabilities FEY=EE (654,163)
Total identifiable net assets at fair value WA EFEZAIRHAF
BERRE 111,389
Less: Non-controlling interests W IR R R (55,695)
Less: Entrusted loans due from Modern R EYBGEREE(ER) 8
Dairy (Feidong) ZEEER (65,400)
Add: Goodwill arising on acquisition o W E AR R 15 346
Add: Effective settlement of entrusted loans e ERERRHEER) S
due from Modern Dairy (Feidong) ZAEFBREE 65,400

Purchase consideration at fair value BARBEFECEERE 56,040
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30- BUSiness Combination (continued) 30.

31.

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

An analysis of the cash flows in respect of the acquisition of
Modern Dairy (Bengbu) and Modern Dairy (Feidong) for the six

R R S SRR I A

¥KE6wm

U BB IR A (IR ) RIBRBE (ER)
()
BEEZZ-NFANA=THIEANEABYKE
AR (R ) RIRRHE (ER)NB &R

months ended 30 June 2018 was as follows: EAWHET ¢
RMB’000
ARET T
Cash consideration RERE (56,040)
Cash and cash equivalents acquired WiEmERe MReEEY 147,600
Net inflow of cash and cash equivalents included BIECHREFPEEANRSAEAN
in cash flows from investing activities B MEEEBWERA 91,560
Transaction costs of the acquisition included BIREEREEBEENREREANN
in cash flows from operating activities WEE R SR AN (100)
91,460
Commitments 31. &iE

The Group had the following outstanding capital commitments

RBEHR  AEEERBEREEZYE -

in respect of the purchase and construction of property, plant B E R FREAARENEREAZEDT

and equipment as at the end of the reporting period:

Contracted, but not provided for BRI KRB

Unaudited Audited
RIBEX KEZ
30 June 31 December

2018 2017

—E2-N\F
ANA=TH

RMB’000 RMB’000
AR®T T ARBETT

1,141,578 921,832
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32. Related Party Transactions 2.FEBALRS
(a) In addition to the transactions and balances which (a) BRAFEARGRRAR & M ISR H M R E #E
are disclosed elsewhere in the interim condensed BENXSRERIN  REBHEHEBZ N
consolidated financial statements, the Group had the AR EABBEEE A DT FOEAR S ©

following significant transactions with its associates and
other related parties.

Unaudited
RCERX

For the six months ended 30 June
BZEAA=1THLAAEA

2018 2017

—E-N\F —EF—tF

Note RMB’000 RMB’000
Bt AR®T T ARETT

() Sale of liquid milk products to MBS N EHE

associates TR REINEE fm () 726,912 755,548
() Sale of ice cream products to MEE N TIHE

associates IKCHE I E S (i) 28,565 25,623
(Il) Sale of other dairy products to B NG E=E=

associates HEMILEER 0] - 104
(IV) Sale of products to affiliates of MARE—HEE

a major shareholder of the A% B B B N &)

Company HEEm 0] 5,339 5,467
(V) Purchase of raw materials MANR—HEE

from affiliates of a major I R BB A A

shareholder of the Company BB RME (i) 443,485 310,256
(VI) Purchase of raw materials from mEENREE

associates R (i) 2,610,879 2,082,297
(VIl) Purchase of liquid milk products m— K E QA

from an associate BB KRR E M@ 0] 239,995 23,629
(VIl) Purchase of outsourcing m— K E N F

services from an associate 15 N IR T% (i) 5,407 109

Note: FsE -
()  The considerations were determined with reference to the () REDE2EZETIHERSFIERIK
prevailing market prices/rates and the prices charged to WME=FHERET -

third parties.
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32. Related Party Transactions (continueq)
(b) Other transactions with an associate

()

During the period, 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 30 to the financial statements.

Compensation of key management personnel of
the Group

R R S SRR I A

32. BEEA LR B @)
(b) E—REEATNEMRS

(c)

REA - AEEEPRRARKETAA
WABE(EE) JEERAHE(HR) &
I AR (BER) M50% %1 - B UEE B
HRiE - AEEBMBHEAKE(EER)RR
RAREE (BEE) MRS 4E o TR AR
BB E50% IR ERE - ZFWERIK
BREUBSEAIMN  RKEBHR
WARHE (S E) 2 ARM56,040,000
T o R BIERE — SR B E NI S RE
BIEE30 ©

REENEEEEA SR HRH

Unaudited
RICERZ

For the six months ended 30 June

BEANA=THLAEA

2018 2017

—E-NF —T—tF

RMB’000 RMB’000

AR¥T T AREEFIT

Directors’ fees EEEE 553 605

Salaries and allowances Fre MoRRL 12,039 7,609

Retirement benefit contributions RIRBFIHE TR 987 682
Notes: BiEE -

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

() TEERABRRMEDNRENER
AEELSHATBRARNMSE -
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ma

EA RS R AR MTRE

32. Related Party Transactions (continuea)
Compensation of key management personnel of
the Group (continued)

Notes: (continued)

(c)

(i)

(i)

In addition to the key management compensation shown
in above table, during the period from 2016 to 2018,
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
at the grant date of the shares 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
RMB10,526,000 (six months ended 30 June 2017: a
reversal of expense of RMB16,818,000).

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 at
the grant date of the share options 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 RMB11,072,000 (six months ended 30 June
2017: Nil).

32. A LR B @m)

(c) AEBNETEEE AESRRMN @)

BsE - ()

(i

(i)

B ERFIROTEEEIEABRHIN 0
TE-REE-_T - N\FHE - ETE
ERESRITERAERFESHAEBNR
TEEAR D RIR IR AR R 2B AT SR AR 2
H2E) o IRIEBIPR I ISR RSB 25
LARR 7 BB A ) S 5 e IR 2 A 13 ) B B
WARE - BHNERPHBRGEES
RATUAEHE  MTIRZEREREE
ZB 11 o BN BB THREES
MEBITBABRERN ARG BETER
YA H AL AREA10,526,0007T (&
E_E—tFEXA=ZTHILNEAR &
[0 37 H AR #16,818,0007T) °

B ERFIRTEEIEABRBIN - 1
—TtFE-FT)\FHHE ETE=E
ERSRITHRABRESHAEBOAR
TEHEARRQ BAR R AR ST 8192 BB AR
T o RIEBIBR B SRS RIS 258 - LA
5 BEBA ST EBRENE L B
WARE BHANEBRPHERGRAES
KATLEE  MTRZEERERS
BRB/ 1T BN BEETZSE
EREBRITHABBERERN AN AE
MOZAHZHABLHARE11,072,000
T EE-Z—tFANA=ZTHILAE
B:Z)e
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32. Related Party Transactions ontinueq 32. AT F )

(d) As at 30 June 2018 and 31 December 2017, the (d) RZFE-—N\FARA=FTHEEZZ—tF
balances arising from related party transactions are as TZA=T—H BBMATXIEED
follows: EERAT

Unaudited Audited

RCER KEZ

Trade and bills receivables from: 30 June 31 December

FEUCT B 77 YRR R = 4% 2018 2017

—R—N\F —TtF

AA=+TH T-A=1+—H

RMB’000 RMB’000

AR¥T AREBTFT

Associates NN 569,081 553,443
Affiliates of a major shareholder of RAR—RZEBREN

the Company BB AR 2,901 2,721

571,982 556,164

Unaudited Audited

REERX REXZ

Prepayments, deposits and other receivables from: 30 June 31 December
FEWC T 315 77 R FERT R ~ $2E R FEUR AR K 2018 2017

—E-N\F —T—tF
AA=tH +-A=+—H
RMB’000 RMB’000
ARMT T AR¥ET T

Associates B X A 300,429 235,110
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32. Related Party Transactions (continueq) R2.BABALIRZ @)
(d) (continued) (d) (#8)

Unaudited Audited

REBERK KBz

Trade and bills payables to: 30 June 31 December

FERT T35 77 RO BR R M SR 4% 2018 2017

= ai%3 —F—tF

~A=+H +=-A=+—H

RMB’000 RMB’000

AR¥T T ARETT

Associates i l/NE]| 363,525 259,097

Affiliates of a major shareholder of ARA—ZEERER

the Company 5= l/NG] 75,697 133,118

439,222 392,215

Unaudited Audited

RISERK KEIZ

Other payables and accruals to: 30 June 31 December

ERTRAEFREMENRERERER : 2018 2017

—EB-N\F —E—+F

AA=+HE +-A=+—H

RMB’000 RMB’000

AR¥T R ARETT

Associates o NS 5,207 14,459
Except for certain prepayments, deposits and BrE T IEMFRIE « R & H 4th pE s
other receivables from associates of approximately &N A B AR 66,667,000 7T
RMB66,667,000 (31 December 2017: RMB129,167,000) (ZZE—+F+_A=+—H8: AR¥
with a fixed interest rate of 2.5% per annum, the above 129,167,000 7T ) #2.5% K [& 5E F | &
balances are unsecured, non-interest-bearing and FHESN s P AEEAERES - B
repayable on credit terms similar to those offered to or by EEEHHEGTIERELE =75

++

independent third parties. e




TERFAXERAA

B \FFRHEE 123

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

32. Related Party Transactions (continueq)
(e) Other outstanding balances with associates

As at 30 June 2018, the Group had entrusted loans of
RMB27,851,000 (31 December 2017: RMB44,590,000)
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 2017: 1.15%).

As at 30 June 2018, the Group had entrusted
loans of RMB1,000,000,000 (31 December 2017:
RMB1,065,400,000) 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 of 4% (31 December 2017:
4.00% to 4.35%).

FHIR AR S MR IR AR M

2.FBALTRZ @)

(e)

R N R H A AR
R-ZZE—NFEXA=+H  KEBE
ERENETHERAIEZEXERAR
¥ 07851000 ( —E—+F+=A
—+—8: AR¥44,590,0007T) @ I
EstAIFERITREMEE] - A%
EFEBRITHETHERARNEZEE
Koo R AR - FREAE115%(=
T+ F+-A=+—H:1.15%) °

RZZBE—-NEXNA=1H XEHE
ERNAPBRRRHUEZTEFRARE
1,000,000,000 L (= —+F+= A
=+—H : AE#1,065,400,0007T)
WEFATEtHMEREE] - XEBEFE
BIRITEHZNIE - ZEZTERAE
Wi ERREL4%(ZZE—+F+ A
=+—H : 4.00%%4.35%) °
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33. Financial Instruments by Category 33. ZEREsTHERMTIA
The carrying amounts of each of the categories of financial RBERR  SE BRI ANEKEEE
instruments as at the end of the reporting period are as /O
follows:
As at 30 June 2018 R-ZE—N\FXA=1+H
Financial assets: EREE

Fair value

Fair value  through other

Amortised through comprehensive
cost profit or loss income

BAREGE  EOAMEHE

AHEEY  BHE®HIA
L EEREN sARR  Htt2ERE @t
RMB’000 RMB’000 RMB’000 RMB’000
ARBTR  AR®TR ARBTR  ARETR

Trade and bills receivables L E TS ES 3,282,105 - - 3,282,105
Financial assets included in BERAEMR

prepayments, deposits and e REMmEIEIEN

other receivables SREE 693,517 = = 693,517
Equity investments RAREE - 31,599 183,619 215,218
Convertible promissory note A REZE - 187,971 - 187,971
Entrusted loans ZRER 1,086,328 - - 1,086,328
Derivative financial instruments fTEERmIEA - 40,609 48,455 89,064
Investment deposits BEGR - 10,793,995 - 10,793,995
Pledged deposits RESTFR 680,244 - - 680,244
Long term receivables REENIE 129,252 - - 129,252
Cash and cash equivalents ReRBLZED 4,995,007 - - 4,995,007
Time deposits EHER 2,728,587 - = 2,728,587

13,595,040 11,054,174 232,074 24,881,288




TERFAXRERAA —T—\FhHHRE 125

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
ThEIR AR S M R R

33. Financial Instruments by Category (continuea 33. ZERESTHNEMIT Rm)
As at 30 June 2018 (continued) F\Q:g_)\qil;\ﬁ E"' H (&)

Financial liabilities: LRIEE

Fair value
Amortised through
cost profit or loss

ROARETE

BH2H
18 85 AN sFARE #st
RMB’000 RMB’000 RMB’000
ARET T UN: AR®T T

Trade and bills payables JERBRA R EE 7,202,140 = 7,202,140
Financial liabilities included in B &R H #h J&( FUE K T8I

other payables and accruals ERZEREE 5,760,668 - 5,760,668
Interest-bearing bank and other 3t 848R1T R HMBEE

borrowings excluding zero (TEEZERRES)

coupon exchangeable bonds 13,424,854 - 13,424,854
Zero coupon exchangeable T B AR E S

bonds - 1,283,091 1,283,091
Other loans HEmER 22,908 = 22,908
Derivative financial instruments #7744 gt TE - 12,899 12,899
Long term payables REAMERTFIE 22,522 = 22,522
Other financial liabilities HivematE 2,184,780 - 2,184,780

28,617,872 1,295,990 29,913,862
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33. Financial Instruments by Category (continueq) 33. ZERESTHNEMI Rm
As at 31 December 2017 R-ZB—tF+=-HA=+-—H

Financial assets: EMEE -

Fair value

Fairvalue  through other

Amortised through  comprehensive
cost profit or loss income

BOAEHE

i /
BEAA  HARE  ReEk it
RMB'000 RMB'000 RMB’000 RMB'000

ARBTR  ARETR ARETE ARETR

Trade and bills receivables G ES S 2,646,834 - - 2,646,834
Financial assets included in BERER

prepayments, deposits and e REMEMFIEL

other receivables TREE 785,845 - - 785,845
Equity investments MR E - 31,599 327,435 359,034
Convertible promissory note EE S - 186,670 - 186,670
Entrusted loans ZHAER 1,175,910 - - 1,175,910
Derivative financial instruments fTHEERTA - 29,569 30,617 60,186
Investment deposits REER - 9,392,108 - 9,392,108
Pledged deposits RESHER 466,265 - - 466,265
Long term receivables REEIGUE 155,698 - - 155,698
Cash and cash equivalents ReMBREEEY 3,129,444 - - 3,129,444
Time deposits THET 3,868,937 - - 3,868,937

12,228,933 9,639,946 358,062 22,226,931
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33. RERESTHNEMITRE@m
R-—B—t&+=-A=+—A0@)

33. Financial Instruments by Category ontinueq
As at 31 December 2017 (continued)

Financial liabilities: TRAE:
Fair value
Amortised through
cost profit or loss
BRAREGE
BESERAR @t
RMB’000 RMB’000
ARET T AREET T ARET T
Trade and bills payables ERERR 2 6,342,273 - 6,342,273
Financial liabilities included in &3 FE A H i ~ ZUE &
other payables and accruals ~ FBIEERSRAR 4,174,681 - 4,174,681
Interest-bearing bank and other 3t 88R17T R HMbEE
borrowings excluding zero (TEEZERERES)
coupon exchangeable bonds 12,679,549 - 12,679,549
Zero coupon exchangeable TR ES
bonds - 1,270,575 1,270,575
Other loans HEmER 22,912 - 22,912
Derivative financial instruments #1744 g T A - 1,222 1,222
Long term payables REAMERTFIE 38,239 - 38,239
Other financial liabilities Hthemas 2,175,431 - 2,175,431
25,433,085 1,271,797 26,704,882
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34.

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, the current
portion of 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 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.

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, an interest rate swap, forward currency
contracts and interest rate forward contracts, are measured
using quoted prices from financial institutions with which the
interest rate swap, forward currency contracts and interest
rate forward contracts are entered into. The carrying amounts
of commodity futures contracts, an interest rate swap, forward
currency contracts and interest rate forward contracts are the
same as their fair values.

34.

EMTHAZAREBERAAERR

e
TREENABZARBREMSE2EERR
BETZRX S (RAFTFEHERIN PRI
EEEXRERARISE -

i

0|

TXHEIANMEFH R A ERITNERRR

RekReEEY  RIESTFRONHE
o RURHRERE  BURAREER - 2
BEREANK  REREMEEFENSHBE
E - BEREMENKENRERERNSH
BfE REBFASRTERNREMCERETA
M2 A ERRE AR B R E 2 REEE

s
o

HteMEENERBE D  REEHRF
R REIEKFIR - SHERTER - REE
NFENFERDEI DU REMIERD SR E
BEORAETRBROUES - EERR &%
TRE A/ T ARK AT ESHNEITIRES
ARRERENTAFE -

LABRAEENAABINERTISRE -

AEBEBSZHFHIAILTESHTA - £
ERERINERESZRXIAAEEFRR
RS REE  EmPEEH - FEXEHR -
BEHIMNESH AT ERENETESRT
B MERREFIVARANERER BB
BRORMEEZHEONSBEBE R RET
E-mmHBEAN  MEXEHR  EHINES
RN EREHNREERE L AERR -
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34. Fair Value and Fair Value Hierarchy of M TUMIAZARBERAAEBEER
Financial Instruments (continueq) ()
Fair value (continued) i\\ﬁ;{g(@i)
The following table shows the valuation techniques used in TREVEETEREFEZALEMANGER
the determination of fair values of investment deposits, which MBRAREEBLRNE=4) RMEEMAHN
fall within Level 3 of the fair value hierarchy, as well as the BRI G0 ABUE -

significant unobservable inputs used in the valuation.

Significant
Valuation  unobservable Sensitivity of
technique input fair value to the input
EDEIE E BWAHE
fh{ER M BWAHE = HARENZE
Investment Discounted  Expected yield 2.10% to 4.85% 10% (31 December 2017: 10%)
deposits cash flow TBEIEEE (31 December 2017: increase (decrease) in expected yield
BEFH method 2.00% t0 5.10%) would result in increase (decrease) in
FRBLREZE 2.10%%4.85% fair value by RMB25,512,000
(ZE—+F (81 December 2017: RMB10,142,000)
+-A=+—-8: FEE M EIE M ORA)10%
2.00%Z%5.10%) (Z2—+F+ZA=1+—H : 10%)
RERAAEZMORD)
AR#25,512,0007C

(Z2—+F+=-A=+—81:
AE#10,142,0007T)

Discount rate 2.10% to 4.85% 10% (31 December 2017: 10%)
WIEE (31 December 2017: increase (decrease) in discount rate
2.00% to 5.10%) would result in decrease (increase) in

2.10%%4.85% fair value by RMB25,627,000

(ZZ2—+t#&F (31 December 2017: RMB10,124,000)

+-A=+—8: FREEMORL)10%

2.00%%5.10%) (ZF—tF+ZA=1T—H :10%)

EEH AR ERD(E)

AR#25,627,0007T

(Z2—+F+=-A=+—H8:
AE#10,124,0007T)
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34. Fair Value and Fair Value Hierarchy of
Financial Instruments (continueq)
Fair value (continued)

M ERMIBEZAARAERAAEREBR
(&)
A RAE )

The carrying amounts and fair values of the Group’s financial AEBEMTA(BEEEEAABESIEM
instruments, other than those with carrying amounts that HMEZEMT AN ZERAERAABENT
reasonably approximate to fair values, are as follows:
Carrying amounts Fair values
BEE A
Unaudited Audited Unaudited Audited
FEER REZ AEEY BEY
30June 31 December 30June 31 December
2018 2017 2018 2017
“E-N\F “T+tF —E-N\E —2tF
AA=tTH t-A=1+-H AA=TH t-A=+-H
RMB’000 RMB’000 RMB’000 RMB’000
ARETR ARETTT ARETTR ARET T
Financial assets SREE
Long term entrusted loans RAZTAER 40,165 64,149 39,742 63,060
Long term receivables RHEEYTUE 95,079 122,496 89,456 119,786
Long term time deposits REATHER 876,882 1,039,504 874,924 1,037,814
1,012,126 1,226,149 1,004,122 1,220,660
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34. Fair Value and Fair Value Hierarchy of

R R S SRR I A

M EMITAZAREBERAAERER

Financial Instruments (continueq) ()
Fair value (continued) /Lx\jt{g(?g)
Carrying amounts Fair values
BEE ARE
Unaudited Audited Unaudited Audited
REER KEZ REER BEY
30 June 31 December 30June 31 December
2018 2017 2018 2017
—B-N\E “T—tF —E-\F
~A=+H +t=ZA=+—H ANAZ=ZTH
RMB’000 RMB’000 RMB’000 RMB’000
ARETR ARETT AR¥TR AREFT
Financial liabilities sREs
Other non-current financial liabilities HIEREHemasE 1,620,257 1,629,837 1,620,257 1,629,837
Interest-bearing bank and other ATRRITREMEER
borrowings - non-current portion —3EmEhE s
excluding zero coupon (TEIEZTEAHRAR
exchangeable bonds E5) 4,846,881 4,744,522 4,709,120 4,673,111
Long term payables RS IE 4,081 10,894 3,908 9,666
6,471,219 6,385,253 6,333,285 6,312,614

Fair value hierarchy NREER

The Group uses the following hierarchy for determining and AEERAATERNEERERESRTA

disclosing the fair values of financial instruments: HARE :

Level 1: fair values measured based on quoted prices F—H: REEREEXBERNEFRTSH
(unadjusted) in active markets for identical assets or WMECREAR)FTEANE
liabilities

Level 2: fair values measured based on valuation techniques B AREENMEERNGIE - B2
for which all inputs which have a significant effect on HEBN AR BEEERZENH
the recorded fair value are observable, either directly A 2] Bk EEERSE
or indirectly

Level 3: fair values measured based on valuation techniques B=H : AREERNGERMEE - BEM

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

BN AR BEEEARENE
ABBRIFERRAIBRNTIHH
BT ATBRBARE)
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34. Fair Value and Fair Value Hierarchy of UM ETUMIAEZARBERAABEER
Financial Instruments (continueq) ()
Fair value hierarchy (continueq) NRERBH @
Assets measured at fair value: BARBEFENEE

Quoted
prices Significant Significant
in active observable unobservable Unaudited
markets inputs inputs 30 June
Level 1 Level 2 Level 3 2018

KBTS EAUBEE EAFTEE RIBEZ
HRE BABE BAEE —E-\E
£ o F=HK ~A=1H

RMB’000 RMB’000 RMB’000 RMB’000

ARETR ARETT NS AR®T

Hong Kong listed equity investments &7 F TR AERE 183,619 - - 183,619
Unlisted equity investments JEETRARE - - 31,599 31,599
Convertible promissory note AaRAERZE - - 187,971 187,971
Investment deposits BEGH - - 10,793,995 10,793,995
Derivative financial instruments fTEERIA - 89,064 - 89,064

183,619 89,064 11,013,565 11,286,248

Quoted
prices Significant Significant

in active observable  unobservable Audited
markets inputs inputs 31 December
Level 1 Level 2 Level 3 2017
RiERMS S Bx HE
#)3R (B BAHR —T—tF
£ : F=H +t—A=1—H
RMB’000 RMB’000 RMB’000 RMB’000
ARETR  AREBTE  ARETR  ARETR

Hong Kong listed equity investments  &78 F T RAKRE 327,435 - - 327,435
Unlisted equity investments FELETRARE - - 31,599 31,599
Convertible promissory note EE S - - 186,670 186,670
Investment deposits BEGT - - 9,392,108 9,392,108
Derivative financial instruments THEERTA 1,283 58,903 - 60,186

328,718 58,903 9,610,377 9,997,998
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34. Fair Value and Fair Value Hierarchy of M TUMIAZARBERAAEBEER
Financial Instruments (continueq) ()
Fair value hierarchy (continued) NRERBH @
Liabilities measured at fair value: BARESENERS

Quoted
prices Significant Significant
in active observable unobservable Unaudited
markets inputs inputs 30 June
Level 1 Level 2 Level 3 2018

RIEBTHE BEAUBEE EAFTEE RIBEZ
HRE BARE BABE —E-\E
£ o F=HK ~A=1H

RMB’000 RMB’000 RMB’000 RMB’000

ARETR ARETT ARETT AR®T

Derivative financial instruments fTHESRIA = 12,899 - 12,899
Zero coupon exchangeable bonds TEAHBRES = 1,283,091 = 1,283,091
- 1,295,990 - 1,295,990

Quoted

prices Significant Significant
in active observable  unobservable Audited
markets inputs inputs 31 December
Level 1 Level 2 Level 3

WARDS \ EATTES
R (E o4 # A IS

£ £=8
RMB'000 RMB’000 RMB’000 RMB’000
ARMTE  ARMTRZ ARBTR  ARETR

Derivative financial instruments fTEERIA 1,044 178 - 1,222
Zero coupon exchangeable bonds TERRES - 1,270,575 - 1,270,575

1,044 1,270,753 - 1,271,797
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34. Fair Value and Fair Value Hierarchy of UM ETUMIAEZARBERAABEER

Financial Instruments (continueq) (&)
Fair value hierarchy (continueq) NRERBH @
Assets for which fair values are disclosed: EREAAREBEZEE
Quoted
prices Significant Significant
in active observable unobservable Unaudited
markets inputs inputs 30 June
Level 1 Level 2 Level 3 2018
RIERTH S EXTER EAFTEE RIBEZ
HRE BAYE BAYE “E-N\F
£-% -t E AA=TA
RMB’000 RMB’000 RMB’000 RMB’000
ARETR ARETR AR¥TTR ARET R
Long term entrusted loans REZTER = 39,742 = 39,742
Long term receivables RHEEWGUE = 89,456 = 89,456
Long term time deposits REATHER - 874,924 - 874,924
- 1,004,122 - 1,004,122

Quoted
prices Significant Significant
in active observable  unobservable Audited
markets inputs inputs 31 December
Level 1 Level 2 Level 2017
NET I BER
R (B —TtF
£ ] = =+—A
RMB’000 RMB’000 RMB’000 RMB’000
ARBTL  ARETL  ARETL  ARETR
Long term entrusted loans ROZAER - 63,060 - 63,060
Long term receivables REENGIR - 119,786 - 119,786
Long term time deposits REEHER - 1,087,814 - 1,037,814
- 1,220,660 - 1,220,660
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M EMITAZAREBERAAERER

34. Fair Value and Fair Value Hierarchy of

Financial Instruments (continueq) (48)

Fair value hierarchy (continued) NRERBH @
Liabilities for which fair values are disclosed: EREAARABEZAE
Quoted
prices Significant Significant
in active observable unobservable Unaudited
markets inputs inputs 30 June
Level 1 Level 2 Level 3 2018
RIERT & EXTER EBATAEE REER
B BAHE BAE “E-N\§
£-& EZR =R ~A=TH
RMB’000 RMB’000 RMB’000 RMB’000
ARETR AR¥TR AR¥TR ARETR
Other non-current financial liabilities  Ef3EREHE AR - 1,620,257 - 1,620,257
Interest-bearing bank and AERITRAMER
other borrowings - non-current —IEREBILH
portion excluding zero coupon (TREZSBRERES)
exchangeable bonds - 4,709,120 - 4,709,120
Long term payables ROERZE - 3,908 - 3,908
- 6,333,285 - 6,333,285
Quoted
prices Significant Significant
in active observable  unobservable Audited
markets inputs inputs 31 December
Level 1 Level 2 Lev 2017
RS BRAER ;
OE BAZR
£ FH
RMB’000 RMB’000 RMB’000 RMB’000
ARETTT ARETTT ARETTT ARETT
Other non-current financial liabilities EwIERSemas - 1,629,837 - 1,629,837
Interest-bearing bank and other AERITRAMER
borrowings - non-current portion —ERBEH
excluding zero coupon (MEEZETRKRES)
exchangeable bonds - 4,673,111 - 4,673,111
Long term payables REERFIA - 9,666 = 9,666
- 6,312,614 - 6,312,614
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35. Events After the Reporting Period

(@)

36. Ap

On 7 August 2018, the Company issued five-year
bonds due 2023 with an aggregate principal amount
of US$500,000,000 at 99.653% of the face value. The
bonds bear interest at the rate of 4.250% per annum,
payable semi-annually in arrears.

On 13 June 2018, Junlebao, an indirectly owned
subsidiary of the Company, entered into an equity
transfer agreement, pursuant to which Junlebao agreed
to purchase additional equity interests in Banner Baby
Dairy Company Limited, an associate of Junlebao, at
an aggregate cash consideration of RMB357,000,000
from third parties. Banner Baby Dairy Company Limited
is mainly engaged in the manufacture and distribution
of raw milk and infant milk formula products. Upon
completion, Banner Baby Dairy Company Limited will
become a subsidiary of the Group.

proval of the Interim Financial

Statements

The

unaudited interim condensed consolidated financial

statements were approved and authorised for issue by the
board of directors on 29 August 2018.

35. HEHREE

(@)

RZZE—NFNALH  ARFETZ
To-FHHNATES  ARBA
99.653% [ {& # 500,000,000 7T ° &
HFWEREKA250%T 8 BFEFRE

e
IN°

RZF-N\FXA+T=8 " AQAHE
BRENTRARBLELNEEE
&l BLAEREBEEMER
mBEBAERAR(BREN —RBE2N
BDMBEINEE  ME=ZTXMNRER
B/ AR 357,000,0007T © HE M
BRIMBROHBERRDNEIEZRERD R
BRI T EE RS HEER - TK
% EWBERIGRRNDERABGKS
REENT AT e

36. #it E R B @K

ExecX T \FN A +HhBE#ER
RETBEREERZTHRERREMHRE
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